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

9:40 a.m.: 

EXAMINER STOGNER: Hearing w i l l come t o order. 

C a l l next case, Number 11,333. 

MR. CARROLL: A p p l i c a t i o n of Marathon O i l Company 

f o r the expansion of the Cemetery-Morrow Gas Pool and the 

c o n t r a c t i o n of the Indian Basin-Morrow Gas Pool, Eddy 

County, New Mexico. 

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

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

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

i n a s s o c i a t i o n w i t h Tom Lowry. Mr. Lowry i s an at t o r n e y 

w i t h Marathon O i l Company. He resides i n Midland, Texas. 

C o l l e c t i v e l y , we are repr e s e n t i n g the A p p l i c a n t , 

and we have two witnesses t o be sworn. 

EXAMINER STOGNER: Are there any other 

appearances i n t h i s matter? 

W i l l the witnesses please stand t o be sworn? 

(Thereupon, the witnesses were sworn.) 

MR. KELLAHIN: Mr. Examiner, I ' d l i k e t o give you 

a preview of how Mr. Lowry and I approached t h i s 

A p p l i c a t i o n . Perhaps i t may a i d my i l l u s t r a t i o n t o you t o 

have you look a t E x h i b i t Number 2. 

We're i n an area which I c a l l a t r a n s i t i o n area, 

i n t h a t the In d i a n Basin-Upper Pennsylvanian Gas Pool 
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generally lies to the south and west of this area, and to 

the n o r t h and east i s the South Dagger Draw-Upper 

Pennsylvanian. That's one huge r e s e r v o i r , and we have a 

se r i e s of d i f f e r e n t pools. Those Upper Penn pools deal 

w i t h Cisco production. 

What you see i s , beneath those two pools i s 

Morrow gas production t h a t h i s t o r i c a l l y has been accessed 

by operators only i n conjunction w i t h d r i l l i n g a Cisco 

w e l l , approximately 1600 f e e t d i f f e r e n c e . And so an 

operator w i l l take a Cisco w e l l , e i t h e r a new one or an o l d 

one, and deepen i t t o the Morrow. 

And t h e r e f o r e , i n the Indian Basin, the Morrow 

has been developed on a s i m i l a r spacing p a t t e r n f o r the 

primary upper pool. The Ind i a n Basin-Morrow i s c u r r e n t l y 

640 gas spacing, and i t ' s p r orated on 100-percent acreage. 

When you look a t the n o r t h and east and look 

underneath the South Dagger Draw-Upper Penn, the Cemetery-

Morrow i s developed on 320 gas spacing, and i t i s not 

pro r a t e d . 

On E x h i b i t 2, there i s a block of s i x - p l u s 

sections t h a t represent a standup r e c t a n g l e . That blue 

o u t l i n e represents an area t h a t c u r r e n t l y i s assigned t o 

the South Dagger Draw-Upper Pennsylvanian Gas Pool. 

And what we would l i k e t o do, then, i s take the 

Morrow w i t h i n t h a t area and change the r u l e s so they match 
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the Upper Penn spacing, which would put t h i s on 320 gas 

spacing and del e t e any p r o r a t i o n i n g . 

This area a f f o r d s us t h a t o p p o r t u n i t y because, 

u n l i k e some cases, i n t h i s case there i s no d i v i s i o n of 

i n t e r e s t t h a t ' s d i f f e r e n t w i t h i n an e x i s t i n g spacing u n i t . 

For example, i n Section 2 there's an e x i s t i n g 

Morrow gas w e l l . But i f you downspace, you're not h u r t i n g 

anybody's i n t e r e s t because the i n t e r e s t s are the same i n 

t h a t s e c t i o n . 

The only s e c t i o n t h a t has a d i f f e r e n c e i n 

ownership i s Section 12. There's no w e l l i n t h a t s e c t i o n 

y e t . And so the plan w i l l be, when the Cisco w e l l i s 

d r i l l e d i n Section 12 i n the west h a l f , i t can access the 

Morrow and have the same ownership as the shallower po o l , 

l e a v i n g f r e e the east h a l f of Section 12 t o be accessed by 

the owners under t h a t c o n f i g u r a t i o n . 

And we t h i n k we have a — perhaps an unusual 

circumstance where there i s no d i s r u p t i o n of e q u i t y by 

downspacing, and yet i t a f f o r d s the o p p o r t u n i t y t o t r u l y 

develop the Morrow i n an appropriate spacing p a t t e r n . 

The t e c h n i c a l evidence w i l l be t h a t t h e r e i s no 

t e c h n i c a l way t o separate the Cemetery from I n d i a n Basin-

Morrow . 

We're going t o look a t cross-sections, and they 

look l i k e the same creature. They're c o r r e l a t i v e , they're 
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h i g h l y discontinuous, they're heterogeneous r e s e r v o i r s t h a t 

need m u l t i p l e w e l l s i n a s e c t i o n t o produce them. 

We're also going t o show engineering data t o show 

the drainage areas, and t h a t a l l these areas i n here have 

very small drainage radiuses. 

And so the t e c h n i c a l evidence w i l l support the 

land s o l u t i o n , which w i l l give us a d d i t i o n a l gas 

o p p o r t u n i t i e s i n the Morrow t h a t we could not otherwise 

achieve. 

And f i n a l l y , the t e c h n i c a l evidence w i l l 

demonstrate t h a t i t i s not p r a c t i c a l t o c a r r y the Morrow as 

a separate pool i n s o f a r as d r i l l i n g stand-alone Morrow 

w e l l s goes. The economics are such t h a t you d r i l l these 

w e l l s only as an extension of a Cisco w e l l , and t h a t ' s how 

Marathon's doing i t , how Conoco's doing i t , and how Yates 

has done i t . 

So t h a t ' s where we're headed w i t h a l l t h i s s t u f f , 

and i t ' s simply t o change the spacing i n the Morrow, t o 

make i t c o n s i s t e n t w i t h what we're doing c u r r e n t l y i n the 

Cisco. 

We'll c a l l two witnesses, Kurt M i l l e r , who you've 

already heard, and Mr. Ron Folse. 

Mr. Folse has t e s t i f i e d before . He's a 

petroleum engineer, and h e ' l l be the second witness. 

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

KURT A. MILLER. 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. M i l l e r , f o r the record would you i d e n t i f y 

your name and occupation and t e l l us where you reside? 

A. My name i s Kurt M i l l e r . 

I'm a g e o l o g i s t f o r Marathon O i l , and I r e s i d e i n 

Midland, Texas. 

Q. As p a r t of your geologic d u t i e s , Mr. M i l l e r , have 

you made a study of the Morrow r e s e r v o i r s i n t h i s 

p a r t i c u l a r area? 

A. Yes, I have. 

Q. And as a r e s u l t of t h a t study have you reached 

geologic conclusions about the appropriate way t o handle 

w e l l spacing w i t h i n the area t h a t I've described t o the 

Examiner as the blue rectangle area contained on E x h i b i t 

Number 2? 

A. Yes, we believe t h a t ought t o be spaced on 320 

acres, s i m i l a r t o Cemetery-Morrow Gas Pool. 

MR. KELLAHIN: A l l r i g h t . We tender Mr. M i l l e r 

as an expert g e o l o g i s t . 

EXAMINER STOGNER: Mr. M i l l e r i s so q u a l i f i e d . 
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(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

9 

Q. (By Mr. Kellahin) Let's start back with Exhibit 

Number 1, Mr. M i l l e r , and there are a number of pieces of 

i n f o r m a t i o n on here. Let's take a l i t t l e b i t at a time. 

Describe f o r us how you have o u t l i n e d what you 

be l i e v e t o be the cu r r e n t boundaries of the Cemetery-Morrow 

Gas Pool. 

A. The Cemetery-Morrow Gas Pool i s o u t l i n e d w i t h the 

red l i n e i n the upper p a r t of the map. 

Q. W i t h i n t h a t red l i n e , have you shown a l l 

p e n e t r a t i o n s through the Morrow? 

A. A l l penetrations are shown f o r j u s t the Morrow. 

Q. Just the Morrow. And i f t h a t w e l l i s s t i l l 

p r o d u c t i v e i n the Cemetery-Morrow Gas Pool, how have you 

shown that ? 

A. I t ' s shown w i t h a s o l i d red dot i n the middle of 

the gas symbol. 

Q. A l l r i g h t . As we move i n t o the I n d i a n Basin-

Morrow, how have you i d e n t i f i e d t h a t pool? 

A. That pool i s i d e n t i f i e d by the green o u t l i n e i n 

the c e n t r a l p o r t i o n of the map. 

Q. Okay. Within the green area, e x p l a i n the 

d i f f e r e n c e s between the w e l l symbols and those w e l l symbols 

t h a t have red dots. 

A. The nonproductive w e l l s i n the Morrow or the 

dryholes i n the Morrow are shown by the dryhole symbols. 
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The s h u t - i n gas w e l l s t h a t were formerly p r o d u c t i v e from 

the Morrow are shown w i t h open c i r c l e s i n the gas symbols, 

and the s o l i d red dots w i t h i n the gas symbols are the 

c u r r e n t l y a c t i v e Morrow producers. 

Q. A l l r i g h t , l e t ' s t u r n t o E x h i b i t 2 now. 

When we look at the acreage i d e n t i f i e d by the 

blue r e c t a n g l e , t h a t represents the area of the 

A p p l i c a t i o n , does i t not? 

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

Q. And what's your understanding of how the D i v i s i o n 

handles t h a t area i n terms of what pool p r o d u c t i o n i s 

dedicated t o i n the event you have Cisco production? 

A. That would be w i t h i n the South Dagger Draw Pool. 

Q. A l l r i g h t , and what are you t r y i n g t o do now? 

A. We are t r y i n g t o e s t a b l i s h 320-acre spacing 

w i t h i n the Morrow, which i s s i m i l a r t o our Upper Penn 

r e s e r v o i r . 

Q. A l l r i g h t . Describe f o r us how you've i d e n t i f i e d 

the other w e l l s and the st a t u s of those w e l l s on t h i s 

d i s p l a y . 

A. W i t h i n the area of proposed r u l e change t h e r e i s 

one c u r r e n t l y a c t i v e w e l l w i t h i n the Morrow shown i n 

Section 2. 

There i s four other p e n e t r a t i o n s t h a t were e i t h e r 

dryholes or completed i n a d i f f e r e n t r e s e r v o i r i n t e r v a l . 
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And there's one w e l l which had f o r m e r l y produced 

but i s now shut i n w i t h i n the Morrow, and t h a t ' s i n the 

southwest quarter of Section 14. 

Q. A l l r i g h t . When we look a t Section 2, which i s 

the only c u r r e n t l y producing Morrow w e l l i n the blue 

r e c t a n g l e , what i s the s t a t u s of ownership i n Section 2? 

A. That w e l l i s w i t h i n the North I n d i a n Basin u n i t , 

and the ownership i s common throughout t h a t s e c t i o n . 

Q. So i f t h a t s e c t i o n i s downspaced f o r the Morrow, 

the i n t e r e s t owners would remain the same between the 32 0 

t h a t remains -- t h a t contains the e x i s t i n g w e l l , versus the 

32 0 t h a t now does not have a well? 

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

Q. Describe the other acreage i n here. How i s the 

ownership set up? 

A. Section 1 i s operated by Marathon, 100-percent 

working i n t e r e s t . 

Section 2, as I've j u s t s t a t e d , i s w i t h i n the 

North I n d i a n Basin u n i t , which i s operated by Marathon. 

Section 3 6 t o the no r t h i s also operated by 

Marathon. 

Section 35 i s operated by Yates Petroleum. 

Section 11 i s also w i t h i n the North I n d i a n Basin 

u n i t . 

Section 12, Marathon operates the western h a l f . 
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The other h a l f i s a shared ownership between Marathon, 

Yates and Devon. 

Sections 13 and 14 are operated by Santa Fe. 

Q. Have you been i n contact w i t h a l l those other 

operators w i t h i n the a f f e c t e d area t o determine i f they 

have any o b j e c t i o n t o changing the spacing so t h a t the 

Morrow acreage i s now t r a n s f e r r e d t o the Cemetery-Morrow 

Gas Pool? 

A. Marathon has, yes. 

Q. And has there been any o b j e c t i o n from any of the 

other operators or a f f e c t e d i n t e r e s t owners? 

A. Not t o my knowledge. 

Q. A l l r i g h t . Let's t u r n t o E x h i b i t Number 3, then, 

and have you i d e n t i f y and describe t h a t d i s p l a y . 

A. Number 3, E x h i b i t Number 3, i s an isopach map of 

the t o t a l sand w i t h i n the Middle Morrow s t r a t i g r a p h i c 

i n t e r v a l . The gray dots are w e l l s t h a t have produced or 

are c u r r e n t l y producing from t h a t i n t e r v a l . 

I t d e p i c t s sand thickness w i t h i n t h a t i n t e r v a l . 

These sands are discontinuous channel and p o i n t - b a r 

deposits, which are o r i e n t e d more or less northwest-to-

southeast d i r e c t i o n , d i r e c t i o n of t r a n s p o r t being t o the 

southeast. 

And t h i s i n t e r v a l i s composed of discontinuous 

f l u v i a l sands, encased i n shales. 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

13 

Q. Apart from the Middle Morrow, when we deal w i t h 

e i t h e r the In d i a n Basin or the Cemetery-Morrow, are the r e 

any other p o r t i o n s of the Morrow t h a t are c o n s i s t e n t l y 

productive? 

A. There i s production from the Middle Morrow, the 

— what we've designated Lower Morrow, and some pr o d u c t i o n 

from an Upper Morrow sand which i s , we b e l i e v e , a c t u a l l y a 

marine sheet sand, and t h a t i s above t h i s Middle Morrow 

i n t e r v a l . 

Q. When you as a g e o l o g i s t are l o o k i n g f o r p o t e n t i a l 

Morrow production i n t h i s area, you concentrate your 

a t t e n t i o n on the Middle Morrow and the Lower Morrow sands? 

A. Yes, t h a t i s c o r r e c t . 

Q. A l l r i g h t , l e t ' s — We'll come back t o E x h i b i t 3, 

but l e t ' s look a t E x h i b i t 4 f o r a moment. I d e n t i f y and 

describe what p o r t i o n of the Morrow you've isopach'd here. 

A. This i s a s i m i l a r map t o the one j u s t shown, j u s t 

an isopach of t o t a l sand thickness w i t h i n the Lower Morrow 

i n t e r v a l . 

And again, the gray dots d e p i c t w e l l s which are 

c u r r e n t l y or have been productive from t h a t i n t e r v a l . 

Q. Were both the Middle Morrow and the Lower Morrow 

deposited i n the same fashion? 

A. Yes, they are both f l u v i a l sand systems. 

Q. Let's t u r n t o the cross-s e c t i o n , then, and have 
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you take e i t h e r E x h i b i t 3 or 4, each of which have the l i n e 

of c r o s s - s e c t i o n , and t h a t equates t o E x h i b i t Number 5, 

does i t not, s i r ? 

A. That's c o r r e c t , and t h a t i s shown by the l i n e A 

t o A' on E x h i b i t s Number 3 and 4. 

Q. Let's s t a r t w i t h A, which i s up i n the northeast, 

and move from — which i s the right-hand side of the cross-

s e c t i o n . 

Let's move r i g h t t o l e f t , then, going from the 

northeast Cemetery-Morrow Pool, down t o the southwest t o 

I n d i a n Basin-Morrow. 

And describe f o r us what, i f any, geologic 

d i f f e r e n c e s you see as we move through the Middle Morrow 

and the Lower Morrow, between the two pools. 

A. Okay. This cross-section goes from, on the 

r i g h t - h a n d side of the cross-section, Cemetery-Morrow Gas 

Pool, as designated at the top of the c r o s s - s e c t i o n , t o the 

l e f t , over i n t o I n d i a n Basin-Morrow Gas Pool. 

And the main d i f f e r e n c e g e o l o g i c a l l y from the 

p r o d u c t i v e i n t e r v a l s w i t h i n those two pools are t h a t i n the 

Cemetery-Morrow Gas Pool sands do tend t o be t h i c k e r , 

somewhat more continuous, and as we get i n t o the I n d i a n 

Basin-Morrow Gas Pool i t i s the same s t r a t i g r a p h i c 

i n t e r v a l s t h a t are productive, however the tend t o be 

t h i n n e r , more discontinuous sands. 
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Q. G e o l o g i c a l l y , do you see any basis t o r e t a i n the 

I n d i a n Basin-Morrow i n any p o r t i o n of the area contained 

w i t h i n the blue rectangle? 

A. No, we b e l i e v e t h a t i t should be spaced s i m i l a r 

t o the Cemetery-Morrow. There are no s i g n i f i c a n t 

d i f f e r e n c e s . I n f a c t , we b e l i e v e t h a t the sands are 

probably more discontinuous as you go towards the I n d i a n 

Basin-Morrow Gas Pool and could have more i s o l a t e d t r a p s 

w i t h i n these d i f f e r e n t channel sands. 

Q. What's the geologic advantage t o changing the 

spacing i n t h i s requested area from 640 t o 320? 

A. One of the main advantages i s t h a t we have 

evidence t h a t although these are two pools, they're 

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

these sand i n t e r v a l s and t h a t the s i z e of these t r a p s are 

o f t e n less than 640 acres. 

Q. What do you gain, then, i f your spacing i n t h i s 

area i s 320, as opposed t o 640? 

A. We t h i n k we w i l l be able t o e x p l o i t a d d i t i o n a l 

reserves t h a t would otherwise be undrained. 

Q. I t w i l l take at l e a s t two w e l l s i n a s e c t i o n t o 

access these various discontinuous lenses i n the Morrow? 

A. We b e l i e v e so. 

Q. A l l r i g h t , l e t ' s go back now and look a t E x h i b i t 

3 and E x h i b i t 4 and see how the isopach maps d i s t r i b u t e the 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

16 

sand members. 

When we look at E x h i b i t 3 you're mapping the 

Middle Morrow. And when you look at the c r o s s - s e c t i o n , how 

have you defined t h a t area? 

A. That's c o r r e c t , the E x h i b i t Number 3, the 

isopach, combines the t o t a l sand thickness from the Middle 

Morrow as designated on the cross-section, which 

encompasses, we b e l i e v e , m u l t i p l e discontinuous sands. So 

t h a t i t i s not one sheet sand t h a t i s p r o d u c t i v e from one 

po o l ; i t i s r a t h e r m u l t i p l e t r a p s productive from various 

sand horizons. 

Q. When we move t o E x h i b i t 4, which i s the Lower 

Morrow, are we deal i n g w i t h a map constructed i n the same 

fashion? This i s a gross isopach of a c e r t a i n Lower Morrow 

i n t e r v a l ? 

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

Q. And how i s t h a t demonstrated on E x h i b i t 5? 

A. That i s an isopach map of the Lower Morrow sands, 

which are designated on the cross - s e c t i o n . 

Again, we be l i e v e there are m u l t i p l e sand 

i n t e r v a l s , and we have f u r t h e r evidence f o r the 

d i s c o n t i n u i t i e s i n t h a t there are wet w e l l s updip of 

producing w e l l s w i t h i n those d i f f e r e n t horizons, so t h a t we 

have evidence f o r various gas-water contacts and separate 

t r a p s . 
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Q. Mr. M i l l e r , do you see any geologic argument or 

evidence i n d i c a t i n g any reason t o maintain 640 gas spacing 

i n the area t h a t ' s requested f o r the change? 

A. No, we believe t h a t — Or I be l i e v e t h a t 32 0-acre 

spacing would be more reasonable f o r a Morrow pool. 

MR. KELLAHIN: That concludes my examination of 

Mr. M i l l e r . 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 1 

through 5. 

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

admitted i n t o evidence. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. M i l l e r , d i d you prepare the pool boundary 

maps i n which you show the p o r t i o n s of the I n d i a n Basin and 

the Cemetery-Morrow Pools? 

A. Yes, w i t h help from others. 

Q. I'm so r r y , w i t h what? 

A. With help from an engineer and others. 

Q. Okay. Section 2 stands out by i t s e l f and i s not 

contiguous w i t h the r e s t of the Ind i a n Basin-Morrow Gas 

Pool? 

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

Q. That's against our own r u l e s and r e g u l a t i o n s , but 

you've found t h a t t o be so? 
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MR. KELLAHIN: We may have made a mistake when 

Mr. Lowry and Mr. Folse and I and Mr. M i l l e r put i t 

toget h e r , but we couldn't f i n d how t h a t was handled, and i t 

may be a mistake on our p a r t or i t may be a g l i t c h i n the 

D i v i s i o n paperwork, but I simply couldn't f i n d i t . 

Q. (By Examiner Stogner) Okay. Mr. M i l l e r , i n your 

research or your g e o l o g i c a l work, d i d you f i n d out why the 

I n d i a n Basin was spaced on 640 i n the beginning? 

A. We have not found out f o r sure. We b e l i e v e t h a t 

i t i s reasonable t h a t i t was set up on 64 0s because the 

primary development i n the area was f o r the Upper Penn and 

t h a t the Morrow was j u s t handled i n a s i m i l a r f a s h i o n . 

Whereas i n the Cemetery-Morrow Gas Pool, f o r the most p a r t , 

t h e r e i s no upper shallower production. I t i s set up j u s t 

f o r the Morrow production i n t h a t area. And we t h i n k t h a t 

was a more reasonable spacing, t h a t 320 acres. 

Q. So the only w e l l i n your blue r e c t a n g l e — No, 

you have two, there are two w e l l s i n the blue r e c t a n g l e 

t h a t ' s p r e s e n t l y producing from the Morrow; i s t h a t 

c o r r e c t ? 

A. There's one c u r r e n t producer; t h a t i s i n Section 

2, which you j u s t pointed out. And the other w e l l i n 

Section 14 was formerly productive but has been shut i n . 

Q. And the remainder of the blue p o r t i o n i s s t i l l 

open t r a c t s ; i s t h a t correct? 
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A. For the Morrow, yes. 

Q. What's t o prevent them from being spaced on 320 

or p u l l e d i n t o the Cemetery-Morrow Gas Pool, should geology 

show whenever you d r i l l a w e l l t h a t t h a t ' s where i t should 

go? 

A. Well, we would l i k e t o handle -- we have -- As 

the engineer w i l l p o i n t out, we have pr o d u c t i o n — or 

development — oc c u r r i n g throughout t h a t whole area i n the 

Upper Penn, and we would l i k e t o handle the whole area a t 

t h i s time. 

We have m u l t i p l e candidates w i t h i n v a r ious 

sections t h a t we could deepen t o the Morrow i n t e r v a l . 

Q. Well, what's t o prevent you from doing i t now? 

A. I suppose we could handle them, as I sa i d , on an 

i n d i v i d u a l basis. However, we're t r y i n g t o handle the 

whole area i n one hearing. 

Q. And i n t h a t s e c t i o n — 

A. And we bel i e v e --

Q. I'm so r r y , go ahead. 

A. We be l i e v e , based on the geology and the 

engineering, t h a t there's no reason t h a t t h i s should be 

handled i n a d i f f e r e n t way from the Cemetery-Morrow Pool. 

EXAMINER STOGNER: No other questions of t h i s 

witness a t t h i s time. 

MR. CARROLL: I have some questions. 
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EXAMINER STOGNER: Oh, I'm so r r y , go ahead. 

EXAMINATION 

BY MR. CARROLL: 

Q. Mr. M i l l e r — 

A. Yes, s i r . 

Q. — you t e s t i f i e d i n Section 2 of Township 21, 

t h a t the ownership i n t e r e s t was the same throughout t h a t 

section? 

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

Q. And what about Section 14? 

A. We know t h a t s e c t i o n i s operated by Santa Fe, but 

I don't know about the exact ownership, other than t h a t . 

MR. CARROLL: Okay, those are the only questions 

I had. 

EXAMINER STOGNER: Mr. Kellahin? 

MR. KELLAHIN: I ' d l i k e t o c a l l Mr. Ron Folse a t 

t h i s time. 

RONALD J. FOLSE. 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Folse, would you please s t a t e your name and 

occupation? 

A. My name i s Ronald Folse, senior operations 
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engineer for Marathon Oil. 

Q. On p r i o r occasions, Mr. Folse, have you t e s t i f i e d 

and q u a l i f i e d as an expert i n the f i e l d of petroleum 

engineering before the Div i s i o n ? 

A. Yes, I have. 

Q. And have you performed such engineering d u t i e s 

f o r your company w i t h regards t o Marathon's A p p l i c a t i o n i n 

t h i s Case? 

A. Yes, I have. 

Q. And based upon t h a t study, do you now have 

engineering conclusions and opinions concerning how t o 

space and locat e w e l l s w i t h i n t h i s area we have i d e n t i f i e d 

as being contained w i t h i n the blue rectangle? 

A. Yes, I do. 

MR. KELLAHIN: We tender Mr. Folse as an expert 

petroleum engineer. 

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

Q. (By Mr. K e l l a h i n ) Mr. Folse, l e t ' s t u r n t o 

E x h i b i t 6. Provide the Examiner w i t h i n f o r m a t i o n now t h a t 

includes how the acreage i n question has already been 

d r i l l e d i n the Upper Pennsylvanian. 

Let's take a moment and have you describe the 

i n f o r m a t i o n shown on E x h i b i t 6. 

A. Okay. F i r s t of a l l , t h i s i s a map s i m i l a r t o a 

p r i o r e x h i b i t t h a t shows w i t h i n the blue area, the area f o r 
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the proposed r u l e change. 

The red dots i n the area i n d i c a t e the recent 

development a c t i v i t y f o r the Upper Penn-Cisco/Canyon 

forma t i o n . There have been r i g h t a t 30 w e l l s d r i l l e d i n 

t h i s area. 

Q. When you look a t the Cemetery-Morrow Pool 

boundary and compare t h a t boundary i n r e l a t i o n t o the 

In d i a n Basin-Morrow Pool boundary, t h i s i s an area i n which 

both pool boundaries overlap; i s t h a t not true? The one-

mile extension of those two pools would a f f e c t t h i s area? 

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

Q. What i s the o p p o r t u n i t y f o r you t o continue t o 

access the Morrow r e s e r v o i r by u t i l i z i n g these Cisco wells? 

Give us the plan or the sense of development of how t h i s 

area can be comprehensively developed f o r the Morrow. 

A. With the d r i l l i n g of the Cisco/Canyon w e l l s , t h a t 

i s a primary development a c t i v i t y . The d r i l l i n g of Morrow 

w e l l s i s b a s i c a l l y an incremental economics t o the w e l l 

t h a t we do d r i l l f o r the Cisco/Canyon. 

This, i n c l u d i n g here f o r the proposed r u l e 

change, down t o 320-acre spacing, would allow us the 

op p o r t u n i t y t o take as many as, w e l l , two w e l l s per 64 0 

down t o the Morrow horizon. 

Q. A l l r i g h t . Let's go back and t a l k about t h i s 

blue area. At one time t h i s was i n t h a t t r a n s i t i o n area 
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between South Dagger Draw-Upper Penn and the I n d i a n Basin-

Upper Penn. You had the same issue as t o t h a t r e s e r v o i r , 

d i d n ' t you? 

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

Q. Whether or not the Cisco gets developed as an 

In d i a n Basin pool or as a South Dagger Draw pool? 

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

Q. So how was t h i s s i x - p l u s - s e c t i o n - b l o c k t r a c t 

handled w i t h regards t o the upper pool? 

A. With regards t o the upper pool, the southern h a l f 

of t h i s blue s e c t i o n was -- Or a c t u a l l y the North I n d i a n 

Basin u n i t area was included i n the Ind i a n Basin-Upper Penn 

Gas Pool, spaced on 640 acres. 

Q. So how d i d a l l t h i s area i n the blue get 

t r a n s f e r r e d i n t o South Dagger Draw? 

A. Based on development from n o r t h of the e x h i b i t , 

coming down t o Sections 36 and 35, the h a l f s e c t i o n s , and 

then i n t o Section 1, 2, 11, 12, and 13 and 14, the 

development of South Dagger Draw has j u s t progressed i n 

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

Q. So a t t h i s p o i n t , as regards t o the development 

i n the Cisco, the area i n blue i s spaced upon 320 spacing 

f o r the Upper Pennsylvanian? 

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

Q. And now i n order t o make the Morrow uniform w i t h 
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the spacing change t h a t ' s occurred i n the Cisco, you d e s i r e 

t o make the same change i n the Morrow? 

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

Q. But i n t h i s instance you want t o do i t on a 

blanket basis? 

A. That's r i g h t . 

Q. A l l r i g h t . Show us where your next o p p o r t u n i t y 

i s f o r accessing the Morrow w i t h t h i s development. 

A. The next o p p o r t u n i t y — P r i m a r i l y t h e r e are 

several w e l l s i n Section 1, j u s t n o r t h of — I guess i t ' s 

i n the c e n t r a l p a r t of the n o r t h h a l f of Section 1, and 

then there's an op p o r t u n i t y f o r the southern h a l f on the 

eastern w e l l . Those are two w e l l s t h a t c u r r e n t l y i n the 

Upper Penn are d e c l i n i n g and at some p o i n t would be 

deepened t o the Morrow formation. 

Q. A l l r i g h t . And i n Section 12, i n the west h a l f 

of 12, those Cisco w e l l s are already being paid f o r by the 

west-half owners on 320 Upper Penn spacing? 

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

Q. And i f any of those w e l l s are deepened t o the 

Morrow, then you're going t o have d i f f e r e n t i n t e r e s t owners 

i n t h a t same wellbore — 

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

Q. — unless you change the spacing i n the Morrow? 

A. That's c o r r e c t , yes. 
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Q. Okay. A l l r i g h t , l e t ' s t a l k about some of the 

t e c h n i c a l aspects. Did you examine t o see what you could 

c h a r a c t e r i z e t o be the t y p i c a l u l t i m a t e gas re c o v e r i e s of 

w e l l s i n the Cemetery-Morrow, as compared t o I n d i a n Basin-

Morrow? 

A. Yes, we d i d . 

Q. Let's t u r n t o E x h i b i t 7 and have you describe f o r 

us what you've done. 

A. What I've done here i n E x h i b i t Number 7, I've 

taken a sampling of w e l l s t h a t are i n the area t h a t you can 

see on Section — or E x h i b i t 6. There are seven w e l l s i n 

the Cemetery f i e l d , and they are located i n Sections 4, 5 

and 6 . 

And then I've taken four w e l l s operated by 

Marathon i n the In d i a n Basin f i e l d area t h a t have produced 

from the Morrow, which i s close t o the area f o r the 

proposed r u l e change. 

I have i n d i c a t e d the l o c a t i o n s f o r the w e l l s and 

the u n i t designations and the cumulative gas reco v e r i e s 

from those w e l l s and also the w e l l l i f e i n years. 

Q. Let's compare the average cum. I f you're d e a l i n g 

w i t h the Cemetery-Morrow w e l l s , those w e l l s on average are 

cumulating 5.6 BCF? 

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

Q. That's the 320 gas pool? 
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A. That's c o r r e c t . 

Q. You move down i n t o the 640 gas pool , I n d i a n 

Basin, and those w e l l s on average are only r e c o v e r i n g 2 

BCF? 

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

Q. What does t h a t t e l l you? 

A. I t t e l l s me t h a t a t l e a s t f o r the I n d i a n Basin 

gas f i e l d , the recoveries or the acreage of drainage i s 

most l i k e l y less than the Cemetery f i e l d . 

Q. Did you put t h a t hypothesis t o a t e s t t o 

determine and c a l c u l a t e a c t u a l drainage areas? 

A. Yes, we d i d . 

Q. Let's t u r n t o E x h i b i t 8 and have you describe 

what you've c a l c u l a t e d . 

A. E x h i b i t 8 i s the same four w e l l s i n the I n d i a n 

Basin f i e l d t h a t Marathon has operated over the l a s t 30-

plus years. 

The f o u r w e l l s here i n d i c a t e d have — i n d i c a t e d 

p o r o s i t i e s , water s a t u r a t i o n s and pay thicknesses, along 

w i t h the cumulative recoveries. 

The acres of drainage are c a l c u l a t e d and range 

from 21 acres t o as high as 179 acres. 

Also i n d i c a t e d , the i n i t i a l pressures found i n 

these w e l l s a t discovery. 

Q. Let's t a l k a minute about the drainage areas. By 
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examining the t y p i c a l I n d i a n Basin w e l l i n t h i s immediate 

area, do you f i n d any of them t h a t have the p o t e n t i a l t o 

d r a i n 640 acres? 

A. No, we do not. 

Q. Do you see an engineering reason f o r these small 

drainage areas when you look and examine the geologic 

parameters t h a t are involved? 

A. For t h i s area i n p a r t i c u l a r , i t -- the r e s e r v o i r s 

we're seeing here are not as t h i c k and as high p o r o s i t y as 

the Cemetery-Morrow f i e l d , and help t o e x p l a i n the lower 

drainage areas. 

Q. A l l r i g h t . So the drainage c a l c u l a t i o n s you're 

seeing here are c o n s i s t e n t w i t h the other t e c h n i c a l data 

t h a t you've looked at? 

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

Q. Let's look at the pressure i n f o r m a t i o n . Give us 

a p o i n t of reference as t o what t h i s pressure means. 

A. The pressures f o r the f i r s t w e l l , North I n d i a n 

Basin U n i t Number 1, the production s t a r t e d i n 1963, and 

the i n i t i a l pressure was approximately 3650 pounds. 

The second w e l l was a c t u a l l y d r i l l e d i n 1990 and 

found a s i m i l a r pressure and i s a mile away. 

Of course, the w e l l i n 1963 had depleted i n 1984, 

I guess, and had an abandonment pressure of about 4 00 

pounds. So they do i n d i c a t e the l i m i t e d n e s s of the 
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drainage areas f o r these w e l l s . 

Q. Are you s a t i s f i e d as a r e s e r v o i r engineer, Mr. 

Folse, t h a t reducing the spacing w i t h i n t h i s blocked area 

i s an appropriate means t o best develop t h i s resource? 

A. Yes, I am. 

Q. What happens i f we leave t h i s area exposed t o the 

640-acre spacing r u l e f o r the Morrow? 

A. The requirement would then be based on l o c a t i o n s 

we would have t o f i l e f o r unorthodox l o c a t i o n s , I would 

assume. 

Q. And i t would simply l i m i t you t o one wellbore i n 

a s e c t i o n , would i t not? 

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

Q. Let's t u r n t o the issue of whether or not there's 

s u f f i c i e n t reserves t o support a Morrow stand-alone, as 

opposed t o the p r a c t i c e which has been t o d r i l l the Morrow 

as an extension of the Cisco w e l l . Have you analyzed t h a t ? 

A. Yes, I have. 

Q. Let's t u r n t o E x h i b i t 9 and have you i d e n t i f y and 

describe what you've done. 

A. E x h i b i t 9 i s a -- I t ' s an economic e v a l u a t i o n on 

an u n i n f l a t e d d o l l a r basis. We -- Marathon d r i l l e d a w e l l 

i n the North I n d i a n Basin U n i t . I t ' s the c u r r e n t gas 

Morrow producer. 

Q. That's the one i n Section 2 t h a t we've t a l k e d 
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about? 

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

Q. And the a c t u a l costs t o d r i l l and complete were 

what? 

A. The a c t u a l cost was $750,000. 

Q. The reserves t h a t you got, of the 720 m i l l i o n 

MCF, where d i d you get t h a t number? 

A. Those are based on the i n i t i a l P-over-Z 

e v a l u a t i o n . I n i t i a l r e s e r v o i r pressure was approximately 

3675 pounds. 

F o r t y - f i v e days l a t e r we d i d a pressure survey, 

found the r e s e r v o i r pressure t o be 3 2 00 pounds. 

Q. I n your opinion, i s t h a t the maximum p r a c t i c a l 

recoverable gas volume t o be produced by t h a t w e l l ? 

A. Yes, i t i s . 

Q. And you have not r i s k e d t h a t reserve number, have 

you? 

A. No, we have not. 

Q. A l l r i g h t . What happens, then, w i t h the 

c a l c u l a t i o n ? 

A. What I d i d here then i s j u s t t o look a t — i f i t 

were a grassroots w e l l , we would -- based on c u r r e n t gas 

p r i c i n g , our net revenue a f t e r r o y a l t i e s on a gross basis 

would be $787,500. Operating costs t o operate the w e l l , 

i n c l u d i n g taxes, would be $130,000. And r e s u l t i n g i n a net 
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cash flow of a negative $92,500. 

Q. Can't do t h a t very many times, can you, Mr. 

Folse? 

A. Sure can't, no. 

Q. Okay. Let's go through the a n a l y s i s on E x h i b i t 

10, and describe f o r us how you would analyze t h i s i n terms 

of d r i l l i n g a stand-alone Morrow w e l l based upon the a c t u a l 

performance of the w e l l , the I n d i a n Basin Well Number 15. 

A. Okay. What we d i d here i s based on the 

s t a t i s t i c a l a n a l y s i s f o r the reserves recovered by the 

w e l l s t h a t have produced i n the Morrow. 

The average production f o r a Morrow w e l l i s r i g h t 

a t 2 BCF of gas. That's based on 66 w e l l s d r i l l e d i n the 

Cemetery-Morrow and the Indian Basin-Morrow. 

We f e e l t h a t i n c l u d i n g the other w e l l s , the 

dryholes, we r e s u l t w i t h about a 50-percent r i s k w eighting. 

So we used here a t y p i c a l w e l l reserve base of r i g h t a t 1 

BCF of gas. 

The net revenue at the c u r r e n t gas p r i c e would be 

r i g h t a t $1,095,000. 

Operating cost f o r a w e l l f o r about a three-year 

pr o d u c t i o n l i f e would be $187,000, r e s u l t i n g i n a net cash 

f l o w of $158,000. 

Q. What k i n d of r a t e of r e t u r n i s t h a t ? 

A. That i s r i g h t at 17-percent r a t e of r e t u r n . 
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Q. Again, Marathon and other operators are not going 

t o do t h i s very o f t e n f o r t h a t k i n d of return? 

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

Q. So then how do you do t h i s ? 

A. Based on the p o t e n t i a l i n the Upper Penn-

Cisco/Canyon, a t the cu r r e n t time the w e l l i s j u s t i f i e d 

based on t h a t o b j e c t i v e . And in c r e m e n t a l l y we can a c t u a l l y 

d r i l l t o the Morrow an a d d i t i o n a l 1600 f e e t . And based on 

the r i s k weighting, we would hope t o a t l e a s t f i n d more 

than the 1 BCF of gas i n the w e l l s . 

Q. Incrementally, what does i t cost t o take a Cisco 

w e l l and then deepen i t or d r i l l i t through the Morrow? A 

stand-alone Morrow w e l l i s $750,000. What i s the 

incremental cost t o tag t h i s onto a Cisco well? 

A. Incrementally, i t ' s r i g h t a t $150,000. 

Q. And t h a t i s your proposal and plan f o r Marathon 

f o r these wells? 

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

Q. I n a d d i t i o n , t h i s plan or p r a c t i c e of development 

i s more e f f e c t i v e i f you're allowed t o do i t on a spacing 

t h a t ' s c o n s i s t e n t w i t h the Cisco? 

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

Q. And i t would access the Morrow w i t h m u l t i p l e 

wellbores i n a se c t i o n t h a t , i n your o p i n i o n , would be 

appropriate? 
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A. That's r i g h t . 

Q. Are other operators doing the same k i n d of t h i n g 

when they d r i l l these Morrow wells? 

A. Yes, they are. 

Q. You seldom see an operator d r i l l a stand-alone 

Morrow w e l l out here; i s n ' t t h a t true? 

A. That's c o r r e c t , i n the I n d i a n Basin area, yes. 

Q. And so t h i s t r a n s i t i o n area between South Dagger 

Draw and I n d i a n Basin i s being developed i n the Morrow 

because the operators are already a c t i v e l y d r i l l i n g Cisco 

wells? 

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

Q. What's your p o i n t of view w i t h regards t o Mr. 

Stogner's i n q u i r y about why can't we simply do t h i s i n the 

more conventional way where the D i v i s i o n l e t s pools expand 

w e l l by w e l l , and t h e r e f o r e handle the expansion i n t h a t 

f a s h i o n , r a t h e r than t a k i n g t h i s as a block, which the 

D i v i s i o n sometimes does, and simply changing the spacing? 

A. What happened i n the case i n p a r t i c u l a r f o r 

Section 2, we had d r i l l e d the NIBU 15 w e l l e a r l i e r t h i s 

year. We d i d f i l e f o r the spacing p r o r a t i o n i n g under 

Cemetery-Morrow Gas Pool. 

Q. I n f a c t , i t was a South Dagger Draw-Cisco w e l l , 

wasn't i t ? 

A. Yes, i t was. 
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Q. And so you f i l e d t o have t h a t i n the Cemetery-

Morrow as a 320 gas pool i n the Morrow? 

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

Q. And what happened? 

A. And i t was, I b e l i e v e , by the D i v i s i o n or the — 

Q. — the D i s t r i c t Office? 

A. -- the D i s t r i c t O f f i c e , i t was switched t o the 

In d i a n Basin-Morrow Gas Pool because of the close p r o x i m i t y 

t o the Section-10 area. 

Q. Okay. Would i t be an accommodation t o Marathon 

i n order t o have a common plan t h a t i t c o n s i s t e n t l y r e l y on 

t o have these Cisco-Morrow combination w e l l s on the same 

spacing patterns? 

A. Yes, i t would. 

Q. I f t h a t doesn't happen, what happens i n Section 

12? There's an area t h a t ' s arguably w i t h i n a mi l e of both 

pools. Do you see that? 

A. Yes, I do. 

Q. Section 12 touches Cemetery-Morrow and i s y e t 

w i t h i n a mi l e of Ind i a n Basin. I n f a c t , i t touches I n d i a n -

Basin, doesn't i t ? 

A. Yes, i t does. 

Q. The southwest corner of 12 touches I n d i a n Basin 

and the northeast touches Cemetery-Morrow. So what are you 

going t o do w i t h t h a t one? 
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A. Rephrase the question. 

Q. Well, what happens t o Section 12? I t ' s touching 

two pools, each of which has d i f f e r e n t r u l e s . 

Q. C u r r e n t l y we're d r i l l i n g the west h a l f of Section 

12, based on the South Dagger Draw-Upper Penn spacing. 

The development of the Upper Penn on the eastern 

h a l f i s not as — the p o t e n t i a l i s n ' t as g r e a t . Therefore, 

i f we don't get reduced spacing, we probably would not 

d r i l l the Morrow production. 

Q. Are you s a t i s f i e d t h a t there i s enough t e c h n i c a l 

i n f o r m a t i o n , geologic and r e s e r v o i r engineering 

i n f o r m a t i o n , t o demonstrate t h a t t h i s area we've asked f o r 

has the same c h a r a c t e r i s t i c s w i t h i n t h a t area, so t h a t an 

i n d i v i d u a l w e l l i s not going t o be any d i f f e r e n t than what 

you already found t o e x i s t i n Section 2 when you d r i l l e d 

and completed the Number 15 well? 

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

Q. So on a case-by-case basis, do you see any reason 

t o w a i t as each w e l l i s d r i l l e d t o decide what t o do? 

A. No, we do not. 

Q. A l l r i g h t , l e t ' s look a t your l a s t e x h i b i t , 

E x h i b i t Number 11, t h i s i l l u s t r a t i o n of spacing. 

One of the issues i s not only the spacing s i z e , 

but what o p p o r t u n i t y you have f o r w e l l l o c a t i o n s ? 

A. Yes, i t i s . 
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Q. And the i l l u s t r a t i o n here i s what, Mr. Folse? 

A. The i l l u s t r a t i o n here i s — i t shows a — 

orthodox w e l l areas f o r a one-square-mile s e c t i o n , the 640 

acres. The area i n s i d e the blue box i s the orthodox w e l l 

l o c a t i o n area. 

The areas i n the brown, which are i n s i d e the 320 

west-half p r o r a t i o n u n i t and a 320 e a s t - h a l f p r o r a t i o n 

u n i t , t h a t would be the orthodox area f o r the 320s, i n the 

brown area. 

What happens i s , i n the blue area g e n e r a l l y 

you've got 90 acres i n t h a t s e c t i o n , f o r one w e l l i n the 

Morrow. I f we do downspace t o 320s, we have the 

o p p o r t u n i t y of d r i l l i n g two w e l l s , one w i t h i n each of the 

brown areas. 

Q. A l l r i g h t . The p o i n t i s , w e l l l o c a t i o n s f o l l o w 

w e l l spacing, and w i t h downspacing you have more 

f l e x i b i l i t y i n w e l l l o c a t i o n s and t h e r e f o r e have the 

g r e a t e r chance of accessing more of these i n d i v i d u a l Morrow 

s t r i n g e r s w i t h m u l t i p l e wells? 

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

Q. Were E x h i b i t s 6 through 11 prepared by you or 

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

A. Yes, they were. 

MR. KELLAHIN: Mr. Examiner, we move the 

i n t r o d u c t i o n of Mr. Folse's E x h i b i t s 6 through 11. 
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EXAMINER STOGNER: E x h i b i t s 6 through 11 w i l l be 

admitted i n t o evidence. 

MR. KELLAHIN: That concludes my examination of 

Mr. Folse. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Folse, i n the Cemetery-Morrow Gas Pool as 

depicted on the e x h i b i t s , i s t h a t the present pool 

boundary? 

A. That i s the southern pool boundary f o r the 

Cemetery-Morrow. 

Q. Okay. Was t h a t boundary i n existence when the 

w e l l i n Section 2 was d r i l l e d ? 

A. Yes, i t was. 

Q. Did you p e t i t i o n a f t e r you had found out the 

D i s t r i c t had put you i n Indian Basin-Upper -- I mean — I'm 

sor r y , the I n d i a n Basin-Morrow, t o have i t put i n t o the 

Cemetery? Did you carry i t on f u r t h e r , or d i d you j u s t 

a l l ow them t o do i t ? 

A. We d i d contact the agency and had some 

discussions w i t h them, and then they decided t h a t . We d i d 

not p e t i t i o n the agency, though. 

Q. You j u s t e s s e n t i a l l y r o l l e d over and l e t them do 

i t ? I s t h a t what you did? You allowed them t o put i t i n 

the I n d i a n Basin-Morrow wi t h o u t any f u r t h e r discussions — 
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A. Yes, yeah, we 

Q. — w i t h the D i s t r i c t ? 

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

Q. Have you had an o p p o r t u n i t y t o go back and 

research why i t was — the I n d i a n Basin-Morrow Gas Pool 

was, a ) , p r o r a t e d , and spaced on 640? 

A. The only i n f o r m a t i o n I have i s , the pool r u l e s 

were set up f o r the Upper Penn, Cisco and the I n d i a n Basin-

Morrow at the same time, and t h a t was i n — Let's see. I 

guess i n i t i a l l y i t was February 28th, 1963. 

My f e e l i n g would be t h a t the development of the 

Upper Penn was the primary o b j e c t i v e f o r t h i s f i e l d , and i t 

was based on 64 0 acres. Therefore, the Morrow development, 

t o be c o n s i s t e n t w i t h the shallower horizon, was set up i n 

the same way. 

Q. Do you know what the Morrow fo r m a t i o n was spaced 

at i n those days, p r i o r t o being 640? 

A. No, I do not. 

Q. Did you read the order? 

A. Could you repeat the question? 

Q. Did you read Order Number R-2441 t h a t you j u s t 

a l l u d e d to? 

A. Yes, I have. 

Q. And what was the spacing of the Morrow p r i o r t o 

640? 
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A. The — I guess the p a r t —• I read the order i n 

terms of the c u r r e n t — the spacing here, which was f o r the 

Cemetery-Morrow 320-acre spacing. 

MR. KELLAHIN: No, he's asking you something 

d i f f e r e n t . 

Q. (By Examiner Stogner) Yeah, I'm asking you, what 

was the spacing of the Morrow formation i n 1963, statewide? 

A. Oh, okay. I t appears the Morrow gas pools were 

developed on 160-acre spacing at t h a t time. 

Q. Okay. Do you know when t h a t changed t o 32 0 — 

A. No, I do not. 

Q. — statewide? 

Under the present r u l e s and r e g u l a t i o n s i n the 

I n d i a n Basin-Morrow, why can't you put two w e l l s on a 

p r o r a t i o n u n i t ? Do you have any 640-acre p r o r a t i o n u n i t s 

t h a t has more than one w e l l on i t ? 

A. There are no p r o r a t i o n u n i t s w i t h the 640 acres 

t h a t has two w e l l s i n the Morrow, t h a t ' s c o r r e c t , they do 

not. 

Q. I s there any reason why you can't? 

A. The only — Because of the pool r u l e s and the 

requirements f o r the 1650-foot standoff from the leases, 

the area f o r the orthodox w e l l would be r i g h t a t 90 acres, 

f o r one w e l l . 

Q. Okay, e s s e n t i a l l y Marathon has not decided t o put 
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two w e l l s on a 640-acre spacing? 

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

Q. Other people have? Or you have the o p p o r t u n i t y 

to? There's nothing preventing you from doing i t ; i s t h a t 

r i g h t ? 

A. That has been done i n the I n d i a n Basin area only 

when the f i r s t w e l l has depleted. 

Q. But there's nothing preventing you from having 

two w e l l s on a 640 p r e s e n t l y , i s there? 

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

Q. Okay. At the Dagger Draw was spaced on 160 up 

here -- I s t h a t what you would be p e t i t i o n i n g f o r today, 

t h a t the Morrow be spaced on 160 t o make i t more convenient 

and t h a t you wouldn't have a 64 0 overlay on a 3 2 0-acre 

p r o r a t i o n u n i t , t o make your l i f e harder? 

A. No, i t would not. 

Q. I mean, doesn't t h i s happen a l l over the state? 

You've got 320 acres o v e r l y i n g a 640, o v e r l y i n g a 160? I s 

t h a t the only reason -- or — I'm s t i l l confused here why 

— I mean, i t was spaced on 640 years ago, and you haven't 

given any reason other than convenience t o go t o 320, and 

there's r e a l l y nothing preventing you from going t o 320 i f 

t h i s be the pool boundaries. 

I don't know i f t h i s i s the pool boundaries or 

not. I don't t h i n k they are. I n the west h a l f of Section 
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2 and the west h a l f of Section 11 i n 21 South, 23 East, 

p a r t of the Ind i a n Basin-Upper Penn Pool. And I w i l l 

r eference Order Number R-10,376, signed May 24th, 1995, 

which extended the west h a l f of Section 2 and the west h a l f 

of 11. I don't know where you got a l l of Section 2 as 

being the pool boundary, and I don't know t h a t the 

Cemetery-Morrow Gas Pool boundary i s th e r e e i t h e r . 

I d i d n ' t w r i t e the ad f o r t h i s , and normally I 

put e v e r y t h i n g i n there. I was on vacation a t the time. 

Perhaps I shouldn't have gone, i s what I'm f i n d i n g out, 

but..o 

Where does Marathon plan t o put t h e i r next w e l l , 

Morrow well? Section 12, west h a l f ? 

A. That i s c o r r e c t , the west h a l f , the southernmost 

w e l l i n Section 12 there would — i s our next p o t e n t i a l 

candidate f o r a Morrow t e s t . 

Q. Which one — Which map are you r e f e r r i n g to? 

A. On E x h i b i t 6. 

Q. Okay, why there? I mean, there's l o t s of others 

t o deepen. Why the one i n 12 i n p a r t i c u l a r ? 

A. That p a r t i c u l a r w e l l there i s based on geology. 

Q. As opposed t o the others i n Sections 1 or 3 6 t h a t 

you could deepen? 

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

EXAMINER STOGNER: Mr. K e l l a h i n , do you have any 
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witnesses t h a t you're going t o put on about the n o t i c e 

issue? 

MR. KELLAHIN: Yes, s i r , I don't have a witness 

but I have the c e r t i f i c a t e of m a i l i n g , and I ' l l present 

t h a t t o you. 

EXAMINER STOGNER: Let's take a look a t t h a t now. 

Do you have them broke out as r o y a l t y i n t e r e s t s , 

o v e r r i d i n g , since they're a l l going t o be affe c t e d ? Or are 

these j u s t working i n t e r e s t s ? 

MR. KELLAHIN: Take a moment t o remember, Mr. 

Examiner. 

EXAMINER STOGNER: Okay. 

MR. KELLAHIN: Mr. Examiner, t h a t represents an 

operator; i n the absence of an operator, a working i n t e r e s t 

owner. There are no o v e r r i d i n g r o y a l t y or r o y a l t y owners. 

EXAMINER STOGNER: Wouldn't t h i s f a l l under the 

general r u l e s of n o t i f i c a t i o n t h a t would a f f e c t any of 

these p a r t i e s i f we went from 640 t o 320, t h a t they would 

have t o be n o t i f i e d ? 

MR. KELLAHIN: I d i d n ' t reach t h a t o p i n i o n . We 

took i t under Rule 1207 t o be a change of the s p e c i a l r u l e 

i n simply moving the acreage from I n d i a n Basin t o Cemetery. 

EXAMINER STOGNER: Oh, how we f o r g e t the Uhden 

case, so q u i c k l y . 

What p a r t i s t h a t , Mr. C a r r o l l ? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

42 

MR. CARROLL: What part? 

EXAMINER STOGNER: The n o t i f i c a t i o n r u l e ? 

MR. CARROLL: 1207 (a) — 11. 

EXAMINER STOGNER: Wouldn't t h i s f o l l o w under 

1207-11, t h a t a l l i n t e r e s t s would have t o be n o t i f i e d , or 

should be n o t i f i e d , because of the p o t e n t i a l d i l u t i o n of 

i n t e r e s t and they're affected? 

MR. KELLAHIN: The only t r a c t t h a t we thought 

p o t e n t i a l d i l u t i o n of i n t e r e s t e x i s t e d was Section 2, which 

had the only producing w e l l i n the Cemetery-Morrow i n t h i s 

area, and our in f o r m a t i o n i s t h a t i n t e r e s t i s common and 

i d e n t i c a l throughout the e n t i r e s e c t i o n , and d i v i d i n g i t 

makes no d i f f e r e n c e . 

EXAMINER STOGNER: How about Section 14 or any of 

the others t h a t — 

MR. CARROLL: I n Section 14 — 

MR. KELLAHIN: We took the p o s i t i o n t h a t t h e r e 

was no producing w e l l and t h e r e f o r e no o b l i g a t i o n t o go t o 

the a d d i t i o n a l n o t i f i c a t i o n of r o y a l t y and ov e r r i d e s . 

So — You know, t h a t ' s the p o s i t i o n we took. I t 

may be r i g h t or wrong, but t h a t ' s what we d i d . 

EXAMINER STOGNER: Okay. 

MR. CARROLL: Well, wouldn't i n Section 14 

working i n t e r e s t owners t h a t f o r m e r l y shared i n the 

product i o n of t h a t w e l l t h a t was shut i n , i t ' s downsized t o 
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32 0, t h e r e might be some i n t e r e s t owners t h a t wouldn't 

share i n the production i f i t ' s brought back? 

MR. KELLAHIN: I need t o f i n d out i f t h a t was a 

u n i t w e l l or not. 

(Off the record) 

MR. KELLAHIN: That's a s e c t i o n t h a t was operated 

by Santa Fe, and I can't answer your question, Mr. C a r r o l l . 

I ' l l simply have t o f i n d out. 

I f the predicate f o r your question i s r i g h t , then 

your question i s c o r r e c t , t h a t there would be the p o t e n t i a l 

f o r i n t e r e s t owners t o have shared t h e i r p r o d u c t i o n w i t h 

o t hers, and because of the spacing change no longer be 

e n t i t l e d t o share w i t h the new w e l l . And so t h a t p o t e n t i a l 

concern e x i s t s i f the f a c t s are r i g h t , and I must t e l l you 

I don't know and I ' l l have t o f i n d out. The ownership i n 

14 could be an issue. 

As t o a l l other t r a c t s w i t h i n the blue area, i t 

was our p o s i t i o n the a d d i t i o n a l n o t i f i c a t i o n d i d not 

t r i g g e r a n o t i c e under Uhden because th e r e was no w e l l . I f 

I've made a mistake on t h a t , then w e ' l l have a d d i t i o n a l 

n o t i c e o b l i g a t i o n s . 

MR. CARROLL: Okay, Mr. K e l l a h i n , i f you could 

supplement the record w i t h a l i s t i n g of a l l i n t e r e s t owners 

i n Section — 

MR. KELLAHIN: Yes, s i r , w e ' l l c l a r i f y the 
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s t a t u s . 

EXAMINER STOGNER: One other question f o r the 

witness. 

Q. (By Examiner Stogner) I n t h i s p o r t i o n of the 

producing area -- l e t ' s c a l l i t t h i s p o r t i o n -- the reasons 

t h a t the I n d i a n Basin-Upper Penn was pr o r a t e d , does t h a t 

s t i l l e x i s t i n t h i s area today? 

A. The reason f o r the Upper Penn p r o r a t i o n i n the 

blue area? 

Q. I'm so r r y , I'm sorr y , the reason t h a t the I n d i a n 

Basin-Morrow Pool — Well, f i r s t of a l l l e t ' s e s t a b l i s h 

t h a t . 

Do you know why i t was prorated? 

A. No, I don't. 

Q. So you don't know i f those c o n d i t i o n s e x i s t i n 

t h i s area, t h a t p r o r a t i o n needs t o continue or be 

discontinued? 

A. I don't know of any reason why. 

Q. Do you know where — which gas l i n e — or are 

ther e more than one gas l i n e t h a t would take from t h i s 

area? 

A. From t h i s area, t h i s production p r i m a r i l y goes t o 

the I n d i a n Basin Gas Plant --

Q. " P r i m a r i l y " — 

A. — which i s — 
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Q. — you mean there's some t h a t could go t o another 

market? 

A. The area i n Section 13 a c t u a l l y could go t o 

another area, but we're c u r r e n t l y g e t t i n g a — working on 

c o n t r a c t s t o get t h a t gas t o the I n d i a n Basin Gas P l a n t , 

which Marathon operates. 

Q. Wasn't t h a t one of the c o n d i t i o n s why t h i s was 

p r o r a t e d , because of more than one t r a n s p o r t e r ? 

A. There i s another large sales l i n e i n the area, 

and I can't r e a l l y speculate on t h a t . 

Q. Do you know i f Marathon has plans of b r i n g i n g 

t h a t w e l l i n Section 14 back on l i n e , or would th e r e be any 

c o n d i t i o n s t h a t you would? 

A. I b e l i e v e the w e l l i n Section 14 t h a t d i d produce 

from the Morrow has since been plugged and abandoned. 

Q. Okay. 

A. So i t ' s — 

Q. So more than l i k e l y t h a t w e l l would not be 

r e i n t r o d u c e d as a Morrow producer? 

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

Q. Now, l o o k i n g at E x h i b i t Number 6, the northeast 

q u a r t e r of Section 14 p r e s e n t l y has a Cisco w e l l on i t , or 

depicted on t h i s ; i s t h a t correct? 

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

Q. Or i s t h a t a p o t e n t i a l well? 
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A. That is a well that was recently drilled by Santa 

Fe. 

Q. Okay. Do you know i f they've got plans t o deepen 

i t t o the Morrow? 

A. No, I do not. 

Q. Why would you put Section 14 i n t h i s proposal 

today, i f Marathon doesn't operate a w e l l i n t h a t section? 

A. The — I guess e a r l y on, we were atte m p t i n g t o 

discuss w i t h Santa Fe the proposal here, reducing the 

spacing, and e a r l y on we decided i t would be b e t t e r f o r the 

whole area t o be included. And we haven't heard anything 

back from Santa Fe, saying t h a t -- or disagreement w i t h our 

proposal. 

Q. I f the w e l l i n Section 2 was downspaced from 640 

t o 320 and placed i n the Cemetery-Morrow Gas Pool, t h e r e 

would be no e f f e c t of any i n t e r e s t owner; i s t h a t c o r r e c t ? 

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

Q. And t h a t would be the only w e l l a t t h i s time t h a t 

would be a c t u a l l y downspaced; i s t h a t c o r r e c t ? 

A. The Section 2 area? 

Q. Yes. 

A. Yes. 

Q. I n the blue-shaded area, t h a t ' s the only 

producing Morrow gas w e l l now? 

A. That's c o r r e c t , yes. 
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Q. Okay. And the next one is proposed in Section 12 

i n t h i s blue area. I s i t being done p r e s e n t l y , or i s i t 

proposed? 

A. I t ' s c u r r e n t l y being d r i l l e d . 

Q. I t ' s c u r r e n t l y being d r i l l e d . 

A. To the Upper Penn. 

Q. To the Upper Penn? 

And w i l l you stop d r i l l i n g i t a t the Upper Penn 

and deepen i t l a t e r , or w i l l you go ahead and continue 

d r i l l i n g down t o the Morrow? 

A. Current plan i s t o stop at the Upper Penn and 

complete i t as an Upper Penn producer. 

Q. Okay. I f your A p p l i c a t i o n was approved today, 

would you continue d r i l l i n g down t o the Morrow, or s t i l l 

stop at the Upper Penn? 

A. Depending on the t i m i n g , we could reconsider and 

take the w e l l deeper. 

Q. I mean, whi l e you had the d r i l l i n g r i g and 

ev e r y t h i n g out there? 

A. Correct, yes, s i r . 

Q. That's a p o s s i b i l i t y ? 

A. That's r i g h t . I t i n i t i a l l y was produced as a 

Morrow t e s t w i t h the Upper Penn as the primary t a r g e t . 

Q. Now, i n the blue area, other than the w e l l i n 

Section 2 and the o l d Penn A w e l l i n Section 14, you show 
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four penetrations to the Morrow. Did those wells actually 

t e s t or produce from the Morrow t h a t you know of? And 

t h a t ' s the one i n Section 35, 11, the northwest q u a r t e r of 

14 and the south h a l f of 13? 

A. They d i d not produce. They were a l l wet i n the 

Morrow. 

Q. Wet w i t h water? 

A. Yes, not gas-productive. 

Q. The one i n Section 3 5 was wet? 

A. Yes, t h a t ' s c o r r e c t , yes. 

Q. But the w e l l i n Section 2 -- Let's go up t h e r e , 

i n the Cemetery-Morrow Gas Pool. I show a l o t of those as 

shut i n Morrow producers. Have those watered out, or j u s t 

q u i t producing, or what was the reason? 

A. They are a l l Morrow producers t h a t have since 

depleted. They are depleted i n the Morrow ho r i z o n . 

Q. Do you know i f t h a t — Okay. Did any of the 

Cemetery-Morrow gas w e l l s water out w i t h water l i k e s i m i l a r 

t o the ones i n the In d i a n Basin-Upper — I mean, I'm s o r r y , 

I keep saying the Upper — the In d i a n Basin-Morrow Gas 

Pool? 

A. Most of the production i n the Morrow r e s e r v o i r s 

are — the production i s d e p l e t i o n d r i v e , so they a c t u a l l y 

deplete -- pressure-deplete. 

Q. And does t h a t hold t r u e i n the I n d i a n Basin-
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Morrow? 

A. Yes, i t does. 

Q. Okay. So a water or a water zone i s r e a l l y not a 

f a c t o r determining the two -- as a boundary between the two 

pools, i n your opinion? 

A. That's c o r r e c t , they do not. 

Q. Does Marathon operate any of the w e l l s i n Section 

10, 15, 22, 23 or 24, i n the I n d i a n Basin-Morrow Pool, t h a t 

you're not proposing t o be taken out of t h a t pool? Or have 

they a l l been depleted? 

A. They have a l l been depleted. We operated a l l of 

those w e l l s . They have a l l been depleted, though. 

Q. How about i n the eastern p o r t i o n of the -- I 

guess the southeastern p o r t i o n of the I n d i a n Basin-Morrow 

Gas Pool on t h i s map, and I'm r e f e r r i n g t o E x h i b i t Number 

6. Are any of those gas w e l l s i n the I n d i a n Basin-Morrow 

Pool operated by Marathon? 

A. Yes, the w e l l s on the eastern p o r t i o n , Sections 

21 and 20, we do operate. That's the I n d i a n H i l l s u n i t 

area. 

We have also farmed out — I t ' s Section 16 and 

17. Barbara Fasken operates those w e l l s . 

We don't have any plans f o r changing the pool 

r u l e s a t t h i s time. 

Q. I know there's been no o b j e c t i o n , but also I 
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haven't g o t t e n any support from any of the other operators. 

Have you discussed t h i s proposal w i t h any of the 

other operators, l i k e Santa Fe or Yates or any other 

p o t e n t i a l working i n t e r e s t owner t h a t may -- t h a t could 

p o s s i b l y -- an operator i n here about t h i s proposal? 

A. I have made some attempts a t d i s c u s s i n g w i t h 

Santa Fe, have not — I have t a l k e d t o Yates Petroleum and 

discussed t h a t we were t r y i n g t o switch or change the 

spacing requirements here, and haven't had any o b j e c t i o n s 

from them. 

Q. Now, d i d you t a l k t o them j u s t about t h i s area or 

about the whole In d i a n Basin-Morrow Gas Pool i n general? 

A. I t a l k e d t o them also about t h e i r approach t o 

d r i l l i n g Morrow grassroots w e l l s i n t h i s area, and 

b a s i c a l l y they concurred w i t h me t h a t the development of 

the Upper Penn i s the primary t a r g e t f o r the w e l l s i n t h i s 

area, and the Morrow i s b a s i c a l l y j u s t a -- I t has some 

p o t e n t i a l where you would take some w e l l s t o evaluate the 

p o t e n t i a l i n the Morrow, but not a l l the w e l l s . 

Q. I n E x h i b i t Number 7 here, you show a cumulative 

— I'm s o r r y , a w e l l l i f e i n years. And i f I look down a t 

the I n d i a n Basin Gas Com Number 1 i n Section 14, you show a 

"21". Has t h a t w e l l produced f o r 21 years? 

A. Yes, i t has. 

Q. Okay. Now, do you f e e l t h a t t h a t w e l l drained 
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only 320 acres, or do you t h i n k there s t i l l may be some 

p o t e n t i a l i n the northeast quarter of 14 f o r the Morrow? 

A. Marathon doesn't have any i n t e r e s t i n Section 14 

a t t h i s time. And — 

Q. But you included i t i n your A p p l i c a t i o n . 

A. I included i t i n the A p p l i c a t i o n since i t i s 

c u r r e n t l y on the South Dagger Draw-Upper Penn p r o r a t i o n i n 

320-acre spacing. Sections 14 and 13 are included i n the 

South Dagger Draw Pool. 

Q. Okay. Does Marathon have any i n t e r e s t i n Section 

13? 

A. No, we do not. 

Q. Okay. Who has that? 

A. That's Santa Fe also. 

Q. How about Section 35, i n t h a t l i t t l e h a l f 

township. Does Marathon have the i n t e r e s t i n t h a t ? 

A. No, we do not. 

Q. Who has tha t ? 

A. That's operated by Yates Petroleum. 

Q. How about 3 6 over t o the east? 

A. Marathon does have i n t e r e s t s , and i t ' s operated 

by Marathon. 

Q. Okay. Does Marathon have any plans of p u t t i n g a 

Morrow completion i n there? 

A. Yes, the southern, southeast red dot i n t h a t 
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Section 3 6 i s a proposed w e l l t o go t o the Morrow, 

c u r r e n t l y w a i t i n g on approvals. 

Q. Okay, and l e t ' s move t o the south i n Section 1. 

What's Marathon's i n t e r e s t i n t h a t section? 

A. Marathon has 100-percent i n t e r e s t i n Section 1. 

Q. Okay, how about Morrow proposals i n t h i s section? 

A. The two Morrow proposals — These w e l l s are a l l 

c u r r e n t l y Upper Penn producers. The w e l l j u s t east of the 

Number 1 i n t h a t s e c t i o n , southeast of i t , would be our, 

probably, f i r s t Morrow t e s t , p o t e n t i a l l y , f o r deepening. 

Q. Okay. 

A. And then j u s t n o r t h of the Number 1, t h a t w e l l 

t h e r e i n the center would be a Morrow — p o t e n t i a l Morrow 

t e s t , one or the other. 

Q. Okay. I n Section 2, of course, you've already 

got a Morrow producer there. What would be the second 

Morrow i n Section 2? 

A. The second Morrow i n Section 2 would be the 

w e l l -- the red dot j u s t east of the Number 2. 

Q. Okay, how about down i n Section 11? 

A. Section 11, we're c u r r e n t l y proposing the 

d r i l l i n g of a w e l l j u s t northwest of Number 11. 

Q. That's the one depicted w i t h a black dot w i t h a 

c i r c l e around i t ? 

A. Well, northwest of 11, a c t u a l l y . 
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Q. Oh, northwest, I'm s o r r y . 

A. Northwest. 

Q. Okay, northwest. 

A. I t ' s c u r r e n t l y being p e r m i t t e d --

Q. Okay. 

A. -- and i s t o be d r i l l e d t o the Morrow. 

Q. And the other one i n Section 11, i n the east? 

A. I t would be probably the southeasterly-most red 

dot, 

Q. Okay, and l e t ' s see, we t a l k e d about the one i n 

the west h a l f of 12. How about a proposal i n the east h a l f 

of 12? 

A. We — I guess we're c u r r e n t l y e v a l u a t i n g i t . We 

have no proposals a t t h i s time. 

Q. Okay. I count Marathon's seven proposed Morrow 

recompletions pursuant t o j u s t my questioning t h e r e . I s 

t h a t what you come up with? 

A. Correct, yes, s i r . 

Q. Okay. And i f the p o t e n t i a l of 64 0-acre spacing 

s t i l l e x i s t s i n t h i s area, Marathon would produce only h a l f 

t h a t many, or none, or what's — What's Marathon's plan, i f 

i t s t i l l stayed on 640? 

A. I f i t s t i l l stayed on 640s, a few of these 

l o c a t i o n s would be unorthodox, so we would r e q u i r e hearing. 

We probably would t r y one w e l l per s e c t i o n . 
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Q. Okay, and there would be a p o t e n t i a l of waste by 

not having two Morrow producers i n a s e c t i o n ; i s t h a t 

c o r r e c t ? 

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

Q. Okay. Up i n the Cemetery-Morrow Gas Pool, 

e s p e c i a l l y on the f r i n g e i n the red area, the w e l l s t h a t 

have been depleted or shut i n , do you know what the l i f e on 

those — Well, I'm sorry, I jumped a l i t t l e b i t here. I 

guess i f I look a t Section — E x h i b i t Number 7, d i d you 

in c l u d e any w e l l s i n Sections 34, 35 and 36 on t h i s 

summary? 

A. I n which township and range? 

Q. Just up t o the no r t h of your blue area, t h a t 

would be Township 2 0 South, Range 2 3 East. That s e c t i o n of 

t i e r s t h a t you show i n the Cemetery-Morrow Gas Pool. 

A. Correct, yeah, I d i d not include those i n these 

reserve estimates. 

Q. Did those w e l l s have reserves or produce --

A. They -- I n Section 34 the w e l l t h a t was produced 

th e r e i n the Morrow produced 37 m i l l i o n cubic f e e t of gas. 

The w e l l i n Section 35 produced 2 BCF of gas. The w e l l i n 

Section 36 on the west side produced 500 m i l l i o n cubic f e e t 

of gas. The w e l l n o r t h of the Number 36 the r e cum'd 1.97 

BCF. And the one i n the southeast corner of t h a t Section 

36 cum'd 48 m i l l i o n cubic f e e t of gas p r i o r t o d e p l e t i o n . 
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EXAMINER STOGNER: Mr, K e l l a h i n , do you have 

anything f u r t h e r t o add at t h i s time? 

MR. KELLAHIN: Yes, s i r , I ' d l i k e t o j u s t 

summarize some of these p o i n t s , and perhaps you can giv e us 

some guidance on issues i f there are any of these matters 

of concern. 

The approach I've taken i s my approach t o a 

question they asked me. And so i f the approach i s flawed, 

i t ' s my f a u l t and not t h e i r s . 

The issue t h a t arose was over Section 12 and how 

t o develop the Morrow. I asked Marathon how the Cisco had 

been handled, and they said t h i s blue area had already been 

blocked out f o r South Dagger Draw, and we had d e a l t w i t h 

the more productive r e s e r v o i r i n terms of whether i t was 

going t o be Indi a n Basin or South Dagger Draw. 

The question, then, i s , how does Marathon handle 

Section 12? 

I says, Well, the dilemma i s , you can d r i l l a 

Cisco w e l l on 320, but i f you tag on the Morrow you're 

going t o have t o put i t on 64 0. And you can do i t , i t ' s 

done; i t ' s not convenient, i t ' s a nuisance. And I asked 

Mr. Folse and the others, I s there any science t o prove and 

j u s t i f y 640 gas spacing f o r t h i s area? 

He says, I ' l l look and see. 

I asked him t o look at Marathon-operated w e l l s 
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where he had good data. I asked him t o prepare a P-over-Z 

an a l y s i s where he could t e l l me the gas produced was 

pressure-depleted t o abandonment. I t o l d him t o giv e me 

the volumes and t o c a l c u l a t e drainage areas. 

And he came back w i t h me and says, You won't 

b e l i e v e i t , but we can't f i n d a w e l l i n t h i s area t h a t w i l l 

d r a i n more than 180 acres i n the Morrow. 

And I says, Well, l e t ' s change the spacing. Why 

f o o l w i t h 640 spacing i f there's no science t o support t h a t 

inconvenience? 

He says, I can f i n d no science t h a t supports 640 

Morrow gas spacing i n t h i s area. 

I says, Well, i t ' s r e a l l y a nuisance t o b r i n g i n 

Devon, Yates and Marathon f o r 640 Morrow as a tag-along t o 

a Cisco. Let's block out t h i s area, and as an 

a d m i n i s t r a t i v e convenience l e t ' s j u s t take t h i s area and 

have i t spaced l i k e the Cisco. I asked t h e i r g e o l o g i s t t o 

map the r e s e r v o i r and demonstrate t o me, i s the r e any 

geologic d i f f e r e n c e ? Am I looking a t two d i f f e r e n t Morrow 

creatures? 

They come back and say, No, i t ' s the same t h i n g . 

I n f a c t , i f you see anything you see t h a t the Cemetery-

Morrow i s b e t t e r , and yet i t ' s on 320 spacing. 

The p a r t of the case t h a t I have not researched 

— and i t ' s my f a u l t — i s the e f f e c t of p r o r a t i o n i n g . 
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I t ' s a s o r t of an a n t i q u i t y a t t h i s p o i n t , and I have 

overlooked researching i t . I can get the t r a n s c r i p t s from 

A r t e s i a . 

But i t appears, looking at the orders, t h i s was 

done back i n the S i x t i e s , when we were i n f a c t p r o r a t i n g 

Morrow gas pools. And i t was done on the a s s e r t i o n t h a t 

t h e r e was p r o d u c t i v i t y i n excess of market demand i n t h i s 

p o o l , t h a t there was at l e a s t the thought t h e r e would be 

two t a k e r s out of the pool, and some argument on 

p r o r a t i o n i n g . To get down t o the exact reasons, I ' l l 

research the record and demonstrate t h a t t o you. 

I n terms of n o t i c e , we may have inadequate 

n o t i c e . My approach i s what I described t o you a w h i l e 

ago. We could have t r i e d t o s a t i s f y Uhden. I t ' s very 

expensive, very d i f f i c u l t , and necessary i n c e r t a i n cases. 

We came t o the conclusion i t was not necessary here because 

f o r two — w i t h the exception of two se c t i o n s , e v e r y t h i n g 

was u n d r i l l e d . And so there was no e q u i t i e s t o d i s r u p t , 

because there had never been any production. 

I n the one remaining producing w e l l , a l l e q u i t i e s 

were the same. 

I n the f i n a l s e c t i o n down the r e where Santa Fe 

has Section 14, I have f a i l e d t o adequately research t h a t 

s e c t i o n , and I cannot t e l l you and I w i l l f i n d out f o r you 

i f i t makes a d i f f e r e n c e . 
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We were simply t r y i n g t o make the Morrow 

c o n s i s t e n t w i t h the Cisco, and we t h i n k t h a t ' s a p p r o p r i a t e . 

We could f i n d no s c i e n t i f i c reason t o do otherwise. And so 

t h a t ' s why we've approached i t i n t h i s f a s h i o n . 

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

Before I take t h i s under advisement, perhaps, on 

the record, the Ind i a n Basin-Morrow, perhaps Marathon, 

could perhaps approach the other operators. This i s the 

In d i a n Basin-Morrow as a whole. There's several t h i n g s : 

deprorate the t h i n g , do some pool r u l e s where i t ' s easier 

t o d r i l l w e l l s out there w i t h the r e a l t y of the pool -- i s 

i t becoming depleted t o a degree where we may be able t o 

help a s s i s t i n i t s dying? 

There are a few other t h i n g s t h a t could be done, 

perhaps: Freeze the pool boundary i n the I n d i a n Basin-

Morrow Pool, where i f everybody's happy w i t h those w e l l s 

t h a t ' s already i n existence, then l e t them be happy, and 

then e v e r y t h i n g else t h a t encroaches around i t , unless an 

operator p a r t i c u l a r l y p e t i t i o n s t h a t an expansion be done. 

We've done t h a t somewhere, I t h i n k , up i n the northwest. 

MR. KELLAHIN: Yes, s i r , you've suggested t h a t on 

p r i o r occasions, and we have frozen some of these o l d 640 

Morrow Gas Pool boundaries, and t h a t has s u c c e s s f u l l y 

worked. 

I n a d d i t i o n , your suggestion about an operators' 
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meeting i s appropriate, and we w i l l ask the operators t o 

meet w i t h us on the subject. 

EXAMINER STOGNER: With t h a t , i f there's nothing 

f u r t h e r i n t h i s case --

MR. CARROLL: I've got one more t h i n g . 

Mr. K e l l a h i n , i f you could determine whether t h a t 

s h u t - i n w e l l i n Section 14 has been plugged and abandoned, 

t h a t might do away w i t h the a d d i t i o n a l research. 

MR. KELLAHIN: I apologize f o r not having t h a t . 

We should have had t h a t i n f o r m a t i o n , and I w i l l get i t t o 

you. 

EXAMINER STOGNER: Anything f u r t h e r ? 

Let's take t h i s case under advisement, and l e t ' s 

take a ten-minute recess a t t h i s time. 

MR. KELLAHIN: A l l r i g h t , s i r . Thank you. 

(Thereupon, these proceedings were concluded a t 

11:10 a.m.) 

* * * 

I do h2P-:'>y ces-s;fv that ihe foregoing is 

Examiner 
Oil Conservation Division 
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