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

10:29 a.m.: 

EXAMINER CATANACH: At t h i s time I ' l l c a l l Case, 

12,079, the A p p l i c a t i o n of David H. A r r i n g t o n O i l and Gas, 

In c . , f o r compulsory p o o l i n g , d i r e c t i o n a l d r i l l i n g and an 

unorthodox w e l l l o c a t i o n , Lea County, New Mexico. 

C a l l f o r appearances. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. We represent David H. A r r i n g t o n O i l 

and Gas, I n c . , i n t h i s matter. 

My witnesses are Dale Douglas and B i l l Baker. I 

would request t h a t the record r e f l e c t t h a t Mr. Douglas and 

Mr. Baker have p r e v i o u s l y been sworn and t h a t t h e i r 

c r e d e n t i a l s have been accepted and made a matter of record. 

EXAMINER CATANACH: The record s h a l l so r e f l e c t . 

Any other appearances i n t h i s case? 

Okay, Mr. Carr? 

MR. CARR: Mr. Catanach, several months ago i n 

Case 11,994, Mr. A r r i n g t o n obtained an order from the 

D i v i s i o n p o o l i n g the middle laydown — o n e - t h i r d laydown 

u n i t i n an i r r e g u l a r s e c t i o n . And since t h a t time, 

a d d i t i o n a l i n f o r m a t i o n has become a v a i l a b l e i n the 

r e s e r v o i r . 

And so t h i s case and the f o l l o w i n g case, 12,080, 
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are cases i n which Mr. A r r i n g t o n i s proposing t o develop 

the southern t h i r d of t h i s i r r e g u l a r s e c t i o n , t h e two 

standup u n i t s . 

Yesterday afternoon there were discussions 

between Mr. A r r i n g t o n and Ocean Energy concerning the 

development of a western u n i t . That i s Case 12,080, and 

the r e are concerns about the appropriate w e l l l o c a t i o n f o r 

t h a t spacing u n i t . And when t h a t case i s c a l l e d , we w i l l 

request t h a t t h a t case be continued f o r two weeks, t o 

enable us t o continue our n e g o t i a t i o n s w i t h Ocean. 

I n the meantime, we're prepared t o go forward 

w i t h t h i s case, and i t i s , i n f a c t , a stand-alone case. I t 

i s a case f o r a standup spacing u n i t i n the southern t h i r d 

of t h i s i r r e g u l a r s e c t i o n , and by v i r t u e of approving t h i s , 

i n f a c t , you w i l l be superseding the previous p o o l i n g order 

f o r the laydown u n i t . 

EXAMINER CATANACH: Okay. 

DALE DOUGLAS. 

the witness h e r e i n , a f t e r having been f i r s t d u l y 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. CARR: 

Q. Mr. Douglas, 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 f i l e d i n t h i s case on behalf of David H. 

Arrin g t o n ? 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r , I am. 

Q. And are you f a m i l i a r w i t h the s t a t u s of the lands 

which are the subject of t h i s A p p l i c a t i o n ? 

A. Yes, s i r , I am. 

Q. Could you b r i e f l y review f o r Mr. Catanach Mr. 

A r r i n g t o n ' s p r i o r e f f o r t s t o develop t h i s acreage? And you 

may want t o r e f e r t o E x h i b i t 1 as you do t h i s . 

A. Okay. I n Case Number 11,994 we had acquired a 

p o o l i n g order on t h i s i r r e g u l a r s e c t i o n . I f y o u ' l l r e f e r 

t o E x h i b i t 1, Section 3, y o u ' l l n o t i c e on the f i r s t page 

there' s the middle 320. This i s a 960-acre s e c t i o n . The 

middle 320 was the t r a c t t h a t was pooled under t h a t Case 

Number 11,994 f o r a Morrow t e s t of t h a t 320 acres. 

Since t h a t acreage was pooled, we obtained 

a d d i t i o n a l — t h i s i s a f a i r l y a c t i v e area, and we obtained 

a d d i t i o n a l g e o l o g i c a l i n f o r m a t i o n t h a t made us a l t e r our 

i n t e r p r e t a t i o n of t h i s area and f e l t l i k e the a p p r o p r i a t e 

t h i n g t o do was t o r e o r i e n t or d i s s o l v e t h a t u n i t and have 

two standup 3 2 0s instead of one laydown 320 i n the middle 

of the s e c t i o n . 

Q. Would you b r i e f l y review f o r Mr. Catanach what 

Mr. A r r i n g t o n seeks w i t h i t s A p p l i c a t i o n i n Case 12,079? 

A. Yes, s i r , we're seeking an order p o o l i n g a l l the 

minerals from the surface t o the base of the lower 

M i s s i s s i p p i a n formation under the f o l l o w i n g spacing u n i t s 

STEVEN T. BRENNER, CCR 
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i n Section 3. 

And i f y o u ' l l look and r e f e r t o the second page 

of E x h i b i t 1, there i s a p l a t t h a t o u t l i n e s t h a t 320-acre 

t r a c t . 

The l e g a l d e s c r i p t i o n f o r t h a t i s l o t s 9, 10, 15 

and 16 i n the southeast quarter of Section 3, which would 

be the 32 0-acre spacing. 

For 160-acre spacing we would ask f o r the 

southeast q u a r t e r . There i s already an e x i s t i n g Strawn 

producer i n the n o r t h h a l f of the southeast q u a r t e r , and 

t h a t w e l l was d r i l l e d and i s operated by Amerind, and i t 

was d r i l l e d s ubject t o a p o o l i n g order, R-10,791. That 

w e l l i s s t i l l producing, so t h e r e f o r e we're not asking f o r 

any p o o l i n g on t h a t 80-acre t r a c t . 

And then we're asking f o r the northeast of the 

southeast q u a r t e r , which i s the d r i l l s i t e 40, f o r a l l 40-

acre spacing, which would be l y i n g below the base of the 

Strawn formation. 

Q. Now, as we go through t h i s case, Amerind has not 

been named as a p a r t y subject t o p o o l i n g , have they? 

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

Q. And you are n e g o t i a t i n g w i t h them a v o l u n t a r y 

agreement f o r the development of t h i s spacing u n i t ? 

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

Q. The pool u n i t s which you've j u s t described, t o 

STEVEN T. BRENNER, CCR 
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what w e l l are they going t o be dedicated? 

A. Be dedicated t o the A r r i n g t o n Parachute Adams 

Well Number 1. I t ' s t o be d i r e c t i o n a l l y d r i l l e d from a 

surface l o c a t i o n of 1859 f e e t from the south l i n e and 777 

f e e t from the east l i n e , which i s U n i t I , t o an unorthodox 

bottomhole l o c a t i o n of 1450 f e e t from the south l i n e and 

990 f e e t from the east l i n e of Section 3. 

Q. Now, l e t ' s f i n i s h up w i t h our E x h i b i t Number 1. 

Would you j u s t review what i t shows? And l e t ' s stay w i t h 

t h i s second page. 

A. Okay. The second page again shows the 32 0-acre 

spacing u n i t , and there — Since the unorthodox bottomhole 

w e l l l o c a t i o n w i l l be encroaching upon the south l i n e of 

t h a t 320 acres, the o f f s e t operator t o the south i s Yates 

Petroleum Corporation, and they are the p a r t y which w i l l be 

encroached upon. 

Q. Are they the only p a r t y t h a t — a f f e c t e d p a r t y by 

the unorthodox bottomhole l o c a t i o n ? 

A. Yes, s i r , they are. 

Q. What i s the primary o b j e c t i v e i n the proposed 

w e l l ? 

A. The lower M i s s i s s i p p i a n . 

Q. Can you i d e n t i f y what has been marked as 

A r r i n g t o n E x h i b i t Number 2 and review t h a t f o r Mr. 

Catanach? 

STEVEN T. BRENNER, CCR 
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A. A r r i n g t o n E x h i b i t Number 2 i s a breakdown of 

ownership as t o the various t r a c t s which w i l l be making up 

t h i s 320-acre t r a c t . There are several depth r e s t r i c t i o n s 

as t o ownership i n here, so what t h i s e x h i b i t attempts t o 

do i s t o break down each s p e c i f i c t r a c t t h a t has d i f f e r e n t 

ownership. And we have done t h a t t o show each p a r t y ' s 

leasehold i n t e r e s t and, i f there are unleased minerals, 

t h a t p a r t y ' s unleased mineral i n t e r e s t . 

Q. Mr. Douglas, when we go t o the l a s t page of 

E x h i b i t Number 2, you have set out t h e r e the percentage of 

the working i n t e r e s t t h a t has been v o l u n t a r i l y committed t o 

t h i s proposed w e l l i n each of the subject spacing u n i t s ; i s 

t h a t r i g h t ? 

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

Q. So i f we look at a 320-acre spacing u n i t , a t t h i s 

p o i n t i n time you have 62.17445 percent committed t o the 

w e l l ? 

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

Q. Do these f i g u r e s include the i n t e r e s t of Amerind? 

A. No, s i r , they do not. 

Q. And so i f Amerind and A r r i n g t o n reach a v o l u n t a r y 

agreement, these numbers w i l l increase? 

A. Yes, s i r . 

Q. Let's go now t o E x h i b i t Number 3, your AFE. I ' d 

ask you t o review the t o t a l s on t h a t e x h i b i t f o r the 

STEVEN T. BRENNER, CCR 
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Examiner. 

A. This i s the AFE f o r the Parachute Adams w e l l . 

The dryhole costs f o r d r i l l i n g t h i s w e l l have been 

estimated t o be, $668,7 50. A d d i t i o n a l costs f o r completion 

would be $358,210, which would give us a t o t a l w e l l cost of 

$1,026,960. 

Q. Are these costs i n l i n e w i t h what's charged by 

other operators from s i m i l a r w e l l s i n t h i s area? 

A. Yes, s i r , they are. 

Q. Could you summarize f o r Mr. Catanach the e f f o r t s 

made by A r r i n g t o n t o o b t a i n the v o l u n t a r y j o i n d e r of a l l 

working i n t e r e s t owners i n the proposed spacing u n i t s ? 

A. Yes, s i r . I n i t i a l l y , t h i s area was s t a r t e d back 

i n — We s t a r t e d our work i n t h i s area i n September of 1997 

f o r t he purposes of p u t t i n g the o r i g i n a l laydown 3 20-acre 

u n i t t ogether. 

We had acquired v o l u n t a r y p a r t i c i p a t i o n i n t h i s 

u n i t from a l l p a r t i e s , w i t h the exception of one p a r t y , one 

unleased mineral i n t e r e s t owner. And we had then received 

t h e order p o o l i n g t h a t i n t e r e s t . 

Subsequent t o r e c e i v i n g t h a t p o o l i n g and the 

a d d i t i o n a l g e o l o g i c a l i n f o r m a t i o n , we then d i d a d d i t i o n a l -

- s t a r t e d doing our a d d i t i o n a l land work i n t h i s area t o 

determine ownership i n the other t r a c t s which would be 

a f f e c t e d i f we r e - o r i e n t e d the u n i t s . 

STEVEN T. BRENNER, CCR 
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We've made e f f o r t s t o contact and have, indeed, 

contacted a l l record owners, or a l l owner of record, being 

leasehold owners and mineral owners. We've f o l l o w e d those, 

we've mailed proposals t o a l l of those p a r t i e s , asking f o r 

t h e i r p a r t i c i p a t i o n i n the w e l l or, i n l i e u of 

p a r t i c i p a t i n g i n the w e l l , t o reach some s o r t of an 

agreement f o r an o i l and gas lease or an assignment. 

On the p a r t i e s t h a t we d i d not hear back from, we 

fo l l o w e d those up w i t h a d d i t i o n a l l e t t e r s and a d d i t i o n a l 

personal phone c a l l s . We t a l k e d t o several of the p a r t i e s . 

There are some small mineral owners i n here. B a s i c a l l y , 

the response i s , they w i l l r e a c t t o the order. So we were 

unable t o get them t o v o l u n t a r i l y commit t o the d r i l l i n g of 

t h i s w e l l . 

I have also attached a chronology of the 

breakdown of our e f f o r t s t o lo c a t e a l l these people. I 

s t a r t o f f w i t h the — 

Q. Are you r e f e r r i n g now t o what's been marked as 

A r r i n g t o n E x h i b i t 4? 

A. Yes, s i r , I am. 

Q. Okay. 

A. That chronology breaks down, g e n e r a l l y , the 

e f f o r t s we have gone t o , t o o b t a i n v o l u n t a r y j o i n d e r from 

a l l these people. 

And I have also attached t o t h a t the chronology 

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 

12 

which set f o r t h what we had done on the o r i g i n a l order f o r 

the laydown 32 0. 

Q. So when we look a t the chronology, the t o p page 

i s what has been done by you f o r Mr. A r r i n g t o n since you 

decided t o r e o r i e n t the spacing u n i t ? 

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

Q. And then behind t h a t you have a chronology which 

reviews e f f o r t s t h a t date back t o September of 1997 t o 

develop the i n t e r e s t i n Section 3? 

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

Q. I s E x h i b i t Number 4 [ s i c ] an a f f i d a v i t w i t h 

attached l e t t e r s and r e t u r n r e c e i p t s c o n f i r m i n g t h a t n o t i c e 

of t h i s A p p l i c a t i o n has been provided i n accordance w i t h 

OCD r u l e s ? 

A. Yes, s i r , i t i s . 

Q. Have you made an estimate of the overhead and 

a d m i n i s t r a t i v e costs t o be i n c u r r e d w h i l e d r i l l i n g the w i l l 

and also w h i l e producing i t i f , i n f a c t , i t i s successful? 

A. Yes, s i r , the d r i l l i n g r a t e we've u t i l i z e d i s 

$6000, and a producing monthly r a t e of $600. 

Q. And what i s the source of those numbers? 

A. The primary source of these numbers i s from the 

Ernst and Young survey. 

Q. And are these costs i n l i n e w i t h what's being 

charged by other operators i n t h i s area? 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r , they are. 

Q. Do you recommend t h a t these f i g u r e s be 

inco r p o r a t e d i n t o the order which r e s u l t s from t h i s 

hearing? 

A. Yes, s i r , I do. 

Q. Were E x h i b i t s 1 through 5 prepared by you or 

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

A. Yes, s i r . 

MR. CARR: At t h i s time, Mr. Catanach, we would 

move the admission i n t o evidence of A r r i n g t o n E x h i b i t s 1 

through 5. 

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

admitted as evidence. 

MR. CARR: That concludes my d i r e c t examination 

of Mr. Douglas. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. As I understand i t , Mr. Douglas, you've not 

att e m p t i n g t o pool the — an 80-acre u n i t ? 

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

Q. But you are — You do see the 32 0, a 160 and a 

40? 

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

Q. Okay. Now, these would a l l be from the surface 

t o the base of the lower M i s s i s s i p p i a n , i n a l l t h r e e of 

STEVEN T. BRENNER, CCR 
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those u n i t s ? 

A. No, s i r , on the 320 acres, i f y o u ' l l r e f e r t o the 

E x h i b i t 2, the r e i s va r y i n g ownership as t o depth, and some 

of which — There are some producing w e l l s i n t h i s 32 0 

r i g h t now, so some of those depths are c o n t r i b u t e d t o the 

spacing u n i t s f o r those w e l l s . 

For example, the Amerind Strawn w e l l i n the n o r t h 

h a l f of the southeast quarter i s pooled from the surface t o 

the base of the Strawn, so — which i s the reason we're not 

seeking an order p o o l i n g t h a t i n t e r e s t . I t ' s already 

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

I f y o u ' l l go up t o Lot Number 10, t h e r e are two 

w e l l s i n t h e r e . There i s a Wolfcamp w e l l , f o r example, 

t h a t Bruno operates, which i s h o l d i n g a 40-acre t r a c t , so 

we're not asking f o r the po o l i n g of the zones from the 

surface i n t h a t t r a c t e i t h e r . But the breakdown t h a t I 

have s p e c i f i c a l l y describes each t r a c t and the ownership as 

t o each of those t r a c t s . 

MR. CARR: Mr. Catanach, may I ask a question? 

EXAMINER CATANACH: Yes. 

MR. CARR: Mr. Douglas, i n terms of an order 

r e s u l t i n g from t h i s hearing, i f i t pooled 40-acre t r a c t s , 

160-acre t r a c t s and 320-acre t r a c t s below the base of the 

Strawn, would t h a t s a t i s f y A r r i n g t o n * s purpose? 

THE WITNESS: Yes, i t would. 

STEVEN T. BRENNER, CCR 
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MR. CARR: That's a l l I have. 

EXAMINER CATANACH: So the order t h a t we need t o 

issue, Mr. Carr, would be from the base of the Strawn — 

MR. CARR: Yes. 

EXAMINER CATANACH: — t o the base of the lower 

Mississippian? 

MR. CARR: Yes, s i r , t h a t would take care of 

t h i s . 

Q. (By Examiner Catanach) Mr. Douglas, when d i d you 

undertake the e f f o r t t o contact these i n t e r e s t owners w i t h 

regards t o d r i l l i n g the east h a l f ? 

A. For t h i s Adams w e l l , i t was i n September — i t 

should be on my chronology — September the 25th. 

Q. That was your f i r s t contact w i t h these i n t e r e s t 

owners? 

A. Yes, s i r , f o r the ones t h a t we had not already 

reached agreement w i t h f o r the o r i g i n a l p o o l i n g . The 

p a r t i e s t h a t we needed t o contact were the ones t h a t owned 

i n t e r e s t i n the southeast quarter. 

Q. The i n t e r e s t owners you had already agreed t o on 

the previous o r i e n t a t i o n , you d i d n ' t need t o attempt t o 

reach an agreement w i t h those again? 

A. No, s i r . 

Q. Had you leased those i n t e r e s t s ? 

A. We had subsequently leased those i n t e r e s t s , or 
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acquired assignments of the leasehold e s t a t e from t h e 

p a r t i e s . 

Q. And i t d i d n ' t matter — As f a r as t h a t lease 

agreement was concerned, i t d i d n ' t matter, the o r i e n t a t i o n 

of t he spacing u n i t ? 

A. No, s i r . C o n t r a c t u a l l y , our agreement allows us 

t o do what we wish w i t h the acreage. 

Q. Okay. So the only i n t e r e s t owners pending were 

the ones i n the southeast quarter of t h a t section? 

A. That's c o r r e c t . And a c t u a l l y , i n t h a t southeast 

q u a r t e r , A r r i n g t o n c o n t r o l s the southwest of the southeast, 

so the a f f e c t e d i n t e r e s t s are a c t u a l l y the 120 acres 

comprising the r e s t of t h a t southeast q u a r t e r . 

Q. Okay. And those i n t e r e s t owners were contacted 

on the 2 5th of September? 

A. Yes, s i r . 

Q. Do you have a l e t t e r i n here t h a t r e f l e c t s t h a t 

f i r s t contact? 

A. Yes, s i r , there i s — E x h i b i t Number 4, I have 

attached a chronology l i s t i n g the dates, and then a l s o 

attached t o t h a t are copies of the various l e t t e r s and 

correspondence t h a t we've sent out. 

Q. Okay. I t appears a l l the l e t t e r s I have are 

dated September 2 8th. 

A. Well, the l e t t e r s were dated the 28th. I n i t i a l 
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contact on phone c a l l s s t a r t e d on the 25th. 

Q. Okay. 

A. And the f i r s t contact was Amerind, because they 

had the one w e l l i n t h a t 12 0-acre t r a c t , which was the 

primary e f f o r t t o c o n t r o l . 

Q. Are a l l of these l e t t e r s t h a t you've got l i s t e d 

here, these are a l l the same correspondence? 

A. There are a set of l e t t e r s i ncluded which were 

sent out by a c o n t r a c t lease broker t h a t we had acquired, 

or h i r e d t o lo c a t e and attempt t o make agreements w i t h the 

unleased mineral owners. 

And then the other l e t t e r s are a l l l e t t e r s t h a t 

were mailed out under c e r t i f i e d m a i l , asking f o r 

p a r t i c i p a t i o n or some s o r t of v o l u n t a r y agreement. 

Q. So how many i n t e r e s t owners are we d e a l i n g w i t h 

i n t h i s — t h a t you're t r y i n g t o secure the agreement from? 

A. That we don't already have agreement w i t h , t h e r e 

are 11 mineral owners. And as you can t e l l from our — 

p a r t of our problem w i t h reaching agreement on the m a j o r i t y 

of these people, c e r t a i n ones have s a i d t h a t t h e y ' l l 

respond t o the order when i t ' s issued. Others have s a i d 

t h e i r i n t e r e s t i s too small and they're — They d i d n ' t even 

care t o v i s i t f u r t h e r w i t h us about i t . 

Q. So the biggest i n t e r e s t t h a t ' s not co n s o l i d a t e d 

i s Amerind's? 
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A. Yes, s i r . 

Q. How much i s that? 

A. They own the m a j o r i t y of t h a t 12 0 acres i n the 

southeast q u a r t e r . That would increase our p a r t i c i p a t i o n 

t o under — a v o l u n t a r y p a r t i c i p a t i o n f o r the 320 acres, 

they c o n t r o l roughly 3 0 percent of t h a t . 

An agreement w i t h Amerind would g i v e us a 

v o l u n t a r y p a r t i c i p a t i o n of 92 percent f o r the 320-acre 

t r a c t , 89 percent f o r the 160-acre t r a c t , and 94 percent 

under the 40-acre t r a c t . And those remaining percentages 

are unleased mineral owners. 

Q. Okay. Do you a n t i c i p a t e reaching an agreement 

w i t h Amerind? 

A. Yes, s i r , we do. 

Q. And the other i n t e r e s t owners, there's no other 

chance t o probably secure them? 

A. There i s a p o s s i b i l i t y . We've received l e t t e r s 

from two p a r t i e s asking f o r copies of our proposed 

o p e r a t i n g agreement, but no i n d i c a t i o n t h a t — t h e r e are no 

— They have not signed an AFE or an agreement. And they 

have been f u r n i s h e d w i t h operating agreements. 

Q. Okay. O f f s e t n o t i f i c a t i o n , as f a r as the 

l o c a t i o n i s concerned, was provided t o the i n t e r e s t owners 

i n the n o r t h h a l f of Section 10; i s t h a t r i g h t ? 

A. I t ' s the northeast quarter of Section 10. 
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Q. Northeast quarter of Section 10. 

A. Which i s Yates Petroleum. 

Q. I s there a w e l l i n t h a t n o r t h h a l f , do you know? 

A. Of Section 10? I t ' s not the Mis s i s s i p p i a n ? 

MR. BAKER: No, s i r . There's an Atoka w e l l , Mr. 

Catanach, i n the southeast quarter — southwest q u a r t e r of 

the northeast quarter. I ' l l show t h a t on my g e o l o g i c a l 

e x h i b i t . 

Q. (By Examiner Catanach) Okay. Do you know what 

the i n t e r e s t ownership i s i n w i t h i n the northwest q u a r t e r 

of Section 10? 

A. Northwest of 10? No, s i r , I do not. I b e l i e v e 

t h a t t h a t p a r t i c u l a r zone, or the Atoka zone, i s — i s t h a t 

c o n t r i b u t e d t o t h a t w e l l i n the south h a l f ? 

MR. BAKER: I n the south h a l f of what? 

THE WITNESS: Of 10. 

MR. BAKER: Of when? 

THE WITNESS: Of Section 10. 

MR. BAKER: The south h a l f of Section 10? 

MR. CARR: You need t o — 

EXAMINER CATANACH: Can we — Why don't we j u s t 

pursue t h i s w i t h the next witness? 

THE WITNESS: Oh, I'm so r r y . 

Q. (By Examiner Catanach) But you d i d not provide 

n o t i c e t o anybody w i t h — i n the northwest q u a r t e r of 
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Section 10? 

A. No, s i r . 

Q. Just the northeast quarter? 

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

Q. Okay. And t h a t was Yates Petroleum — 

A. Yes, s i r . 

Q. — owns the e n t i r e q uarter section? 

A. They're the operator, yes, s i r . 

EXAMINER CATANACH: They're the operator, okay. 

I b e l i e v e t h a t ' s a l l I have of t h i s witness. 

MR. CARR: At t h i s time, Mr. Catanach, we c a l l 

B i l l Baker. 

BILL D. BAKER. JR.. 

the witness h e r e i n , a f t e r having been f i r s t d u l y 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. CARR: 

Q. Mr. Baker, 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 

f i l e d i n t h i s case? 

A. Yes, s i r , I am. 

Q. And have you made a g e o l o g i c a l study of the area 

which i s the subject of the A p p l i c a t i o n ? 

A. Yes, s i r , I have. 

Q. Are you prepared t o share the r e s u l t s of t h a t 

study w i t h the Examiner? 
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A. Yes, s i r , I am. 

Q. Let's go t o what has been marked as A r r i n g t o n 

E x h i b i t Number 6, your isopach map. 

A. Okay. 

Q. Would you review t h a t f o r Mr. Catanach? 

A. Yes. And Mr. Catanach, i f i t ' s a l l r i g h t , I ' d 

l i k e t o back up and give a l i t t l e b i t of h i s t o r y , some of 

the w e l l s i n t h i s area and what has k i n d of taken place 

over the l a s t nine months, which has also prompted us t o 

change i t s u n i t o r i e n t a t i o n . And i t w i l l e x p l a i n a l i t t l e 

b i t about some of those w e l l s i n Section 10. 

O r i g i n a l l y on t h i s p a r t i c u l a r area, we were 

i n t e r p r e t i n g the Brunson Atoka sands t o be north-south 

t r e n d i n g d i s t r i b u t a r y channel systems. And a t the time 

t h a t we o r i g i n a l l y proposed the o r i g i n a l Number 1 Parachute 

Hopper w i t h t h a t laydown 320 t h a t we had t a l k e d about, the 

one producing w e l l out i n t h i s area t h a t had sustained 

p r o d u c t i o n was the Yates Petroleum Brunson State Number 1. 

I f y o u ' l l look on your e x h i b i t , t h a t i s the gas 

w e l l l o c a t e d i n the southwest quarter of the nor t h e a s t 

q u a r t e r of Section 10. That p a r t i c u l a r w e l l r i g h t t h e r e i s 

the w e l l t h a t k i n d of sparked the i n t e r e s t i n t h i s area. 

And l i k e I s a i d , a t t h a t p a r t i c u l a r time I had t h i s 

i n t e r p r e t e d as two d i f f e r e n t p a r t i c u l a r channel systems. 

Subsequent t o t h a t w e l l being d r i l l e d , Ocean 
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Energy d r i l l e d a w e l l , being the C a r l i s l e w e l l i n the 

northeast quarter of the southwest q u a r t e r of Section 10. 

At t h i s p a r t i c u l a r time, t h a t w e l l i s s t i l l being h e l d 

c o n f i d e n t i a l . I t ' s our understanding t h a t i t ' s producing 

from a zone t h a t i s not i n the Atoka Brunson i n t e r v a l but a 

lower i n t e r v a l , p o s s i b l y a Morrow or a M i s s i s s i p p i a n 

i n t e r v a l . I t was r e p o r t e d t h a t i t d i d have a d r i l l i n g 

break i n the Atoka Brunson i n t e r v a l . 

Subsequent t o t h a t , Yates Petroleum d r i l l e d the 

Big F l a t w e l l , which i s located i n the northwest q u a r t e r of 

the southeast quarter of Section 10. To date there's no 

l o g released on t h a t p a r t i c u l a r w e l l , but i t ' s my 

understanding i t i s producing from the Brunson i n t e r v a l . 

Also w i t h t h a t , Yates Petroleum d r i l l e d two w e l l s 

over i n Section 11. They a c t u a l l y re-entered a w e l l , being 

the S h e l l Lusk w e l l , which i s i n the southeast q u a r t e r of 

the northwest quarter of Section 11, and completed a w e l l 

t h e r e i n the Brunson i n t e r v a l . 

And most r e c e n t l y , they d r i l l e d a w e l l i n the 

northwest quarter of the southeast g u a r t e r of Section 11, 

the Runnels w e l l , which i s also completed i n the Brunson 

Atoka i n t e r v a l . 

I t was because of these p a r t i c u l a r w e l l s and a l l 

t h i s a c t i v i t y i n here t h a t prompted me t o r e i n t e r p r e t my 

o r i g i n a l maps from being two p a r t i c u l a r d i s t r i b u t a r y 
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systems t o what appears t o be one. 

Also what prompted t h a t i s some i n f o r m a t i o n we 

received on the pressure i n f o r m a t i o n , i n d i c a t i n g t h a t the 

Yates Brunson w e l l might p o s s i b l y be i n communication w i t h 

the S h e l l Lusk w e l l located there i n Section 11. I f t h a t 

pressure i n f o r m a t i o n i s v a l i d , then i t ' s d e f i n i t e l y t h a t 

t h e r e are not two systems here; there's one l a r g e r system. 

And a t t h a t p a r t i c u l a r time we f e l t l i k e we probably need 

t o p r o t e c t our r i g h t s i n the southeast g u a r t e r t h e r e of 

Section 3. 

Part of the r i s k of t h i s p a r t i c u l a r w e l l i s , i f 

y o u ' l l also n o t i c e i n Section 3, there are t h r e e w e l l s t h a t 

penetrated through the Brunson i n t e r v a l , and a l l t h r e e of 

those w e l l s — which are k i n d of h i g h l i g h t e d t h e r e i n 

pink — d i d not encounter any Brunson Atoka i n t e r v a l . 

Therefore, as t o the western edge of t h a t sand 

pinchout, i t ' s somewhat unknown. 

But w i t h the reported d r i l l i n g break t h a t was 

encountered i n t h a t C a r l i s l e w e l l down t h e r e i n the 

southeast q u a r t e r — southwest q u a r t e r , excuse me, of 10, 

i t does appear l i k e t here might be a second lobe developing 

w i t h i n the system. 

And i t i s because of these reasons here t h a t we 

f e l t t h a t we needed t o r e o r i e n t the u n i t and d r i l l two 

standups on t h a t . 
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And t h a t ' s p r e t t y much what t h i s p a r t i c u l a r map 

i n d i c a t e s here. This i s a net i n t e r v a l isopach of the area 

and shows our proposed l o c a t i o n f o r the Adams t h e r e , and 

t h a t i s a bottomhole l o c a t i o n of 1450 by 990 from t h e east, 

and w e ' l l get i n t o t h a t d i r e c t i o n a l i n j u s t a l i t t l e b i t . 

EXAMINER CATANACH: Let me ask you j u s t a couple 

of questions. 

THE WITNESS: Yes, s i r . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. The primary t a r g e t , then, i s the Atoka i n t e r v a l ? 

A. Yes, s i r , the primary Atoka [ s i c ] i s t h i s Atoka 

Brunson i n t e r v a l , yes, s i r . 

Q. Okay. And the w e l l i n the northeast of Section 

10, t h a t i s a w e l l t h a t i s c u r r e n t l y producing from t h a t 

i n t e r v a l ? 

A. Correct, yes, s i r . 

Q. And t h a t i s a — Do you know i f t h a t ' s an east-

h a l f d e d i c a t i o n on t h a t well? 

A. I t i s my understanding t h a t i t was o r i g i n a l l y 

dedicated as an e a s t - h a l f w e l l , and i t i s also my 

understanding t h a t Yates Petroleum i s proposed t o p o s s i b l y 

come t o the OCD f o r simultaneous d e d i c a t i o n . They are not 

producing those two w e l l s c u r r e n t l y a t the same time. I t 

i s my understanding t h a t they produce one f o r a w h i l e and 
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the another one f o r a wh i l e . 

Q. I'm so r r y , which other w e l l are you t a l k i n g 

about? 

A. That would be the Big F l a t w e l l l o c a t e d t h e r e i n 

the northwest quarter of the southeast q u a r t e r where i t has 

no l o g a v a i l a b l e , NLA, d i r e c t l y south of t h a t Brunson w e l l . 

Q. Okay. 

A. But i t ' s my understanding the o r i g i n a l Brunson 

w e l l was dedicated t o an e a s t - h a l f u n i t . 

Q. Okay. Do you know — And also the w e l l i n 

Section 11, the — I believe t h a t ' s another Yates w e l l ? 

A. Yes, s i r , both those two w e l l s are t h e r e , and I 

know t h a t i s an e a s t - h a l f w e l l — or, excuse me, a west-

h a l f w e l l , f o r the S h e l l Lusk w e l l , which i s t h a t one up 

th e r e i n the northwest quarter. And then i t ' s an e a s t - h a l f 

w e l l f o r the Runnels w e l l . 

Q. Okay, both of those are Yates? 

A. Yes, s i r , they are. 

Q. Okay. 

A. Yes, s i r . 

Q. A l l r i g h t . 

A. Also, t h i s map i n d i c a t e s t h a t Yates has proposed 

a w e l l t h e r e i n Section 2. I f y o u ' l l see where i t shows 

the l o c a t i o n , t h a t i s the Yates Petroleum l o c a t i o n r i g h t 

t h e r e as w e l l . 
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Q. Okay. 

A. Okay? 

DIRECT EXAMINATION (Resumed) 

BY MR. CARR: 

Q. A l l r i g h t , l e t ' s go t o E x h i b i t Number 7, the 

s t r u c t u r e map, and I ' d ask you t o review t h i s and 

p a r t i c u l a r l y focus on your bottomhole l o c a t i o n . 

A. Okay. Mr. Catanach, t h i s i s a s t r u c t u r e map on 

the t op of the Morrow s e c t i o n , which i s the r e g i o n a l 

s t r u c t u r a l marker t h a t d i r e c t l y u n d e r l i e s the Atoka Brunson 

i n t e r v a l , and t h i s i s also the p r i n c i p a l — w i l l be the 

p r i n c i p a l reason f o r asking f o r an unorthodox l o c a t i o n . 

I t i s evidenced by subsurface w e l l c o n t r o l , as 

w e l l as some 2-D seismic i n t h i s p a r t i c u l a r area, t h a t the 

Morrow s e c t i o n i s h i g h l y f a u l t e d . There's a l o t of f a u l t s 

throughout t h i s area. And we have a no n p r o p r i e t a r y 2-D 

seismic l i n e t h a t i n d i c a t e s t h a t a t our l e g a l l o c a t i o n we 

would stand a strong p o s s i b i l i t y of encountering a f a u l t 

and p o s s i b l y f a u l t i n g out our i n t e r v a l . 

As you n o t i c e , we have proposed the w e l l 200 f e e t 

south of t h a t . This would give me a l i t t l e b i t of l a t i t u d e 

as f a r as r i s k associated w i t h t h a t p a r t i c u l a r f a u l t . And 

t h i s i s the p r i n c i p a l reason f o r the unorthodox l o c a t i o n . 

The map simply shows a couple of s t r u c t u r a l east-

p l u n g i n g noses, j u s t k i n d of r e g i o n a l d i p t o the east. 
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Q. Let's go t o the next e x h i b i t , E x h i b i t Number 8. 

I d e n t i f y t h i s f i r s t and then e x p l a i n what i s shown. 

A. Okay, E x h i b i t Number 8 i s a topographic land 

survey sketch of where we have our surface l o c a t i o n 

c u r r e n t l y l o cated a t w i t h respect t o several w e l l s i n the 

area, as w e l l as a lease road and an e x i s t i n g h i g h l i n e . 

Part of the reason f o r the d i r e c t i o n a l w e l l here 

i s because of c u l t u r a l problems. I t ' s a l l because of 

c u l t u r a l problems. You see the surface l o c a t i o n staked 

here, and i t i s 777 f e e t from the east l i n e and 1859 from 

the south l i n e . You also see where our bottomhole l o c a t i o n 

would f a l l . We w i l l be 15 f e e t from an e x i s t i n g lease 

road, and we would be almost d i r e c t l y underneath a power 

l i n e . 

So f o r c u l t u r a l reasons, t h a t i s the reason f o r 

an approximate 461-foot d i r e c t i o n a l k i c k . 

Q. A l l r i g h t , l e t ' s go t o E x h i b i t 9, and what i s 

t h i s ? 

A. E x h i b i t 9 i s a topo map. And I apologize f o r not 

having the w e l l s colored i n here, but i f y o u ' l l look, Mr. 

Catanach, t h e r e i n Section 3, y o u ' l l see two dots around 

Number 402 [ s i c ] t h e r e . I t shows our surface l o c a t i o n and 

then the bottomhole l o c a t i o n as w e l l . And once again, t h i s 

p r e t t y w e l l shows t h a t you're going t o be r i g h t on a road. 

Q. I f you d r i l l e d a s t r a i g h t hole a t t h i s l o c a t i o n 
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you, i n f a c t , would be on the road and under th e power 

l i n e ? 

A. Yes, s i r , we'd be 15 f e e t o f f of i t , yes, s i r . 

Q. Are you prepared t o make a recommendation t o the 

Examiner concerning the r i s k t h a t should be assessed 

against any i n t e r e s t owner who i s n ' t v o l u n t a r i l y 

p a r t i c i p a t i n g i n t h i s well? 

A. Yes, s i r , I am. 

Q. And what i s that? 

A. That would be cost plus 200 percent. 

Q. And j u s t b r i e f l y summarize upon what you base 

t h i s recommendation. 

A. Well, i t ' s p r e t t y much t w o f o l d , but obviously the 

s t r u c t u r a l r i s k here w i t h the f a u l t s , there's a very high 

p r o b a b i l i t y i f we encountered t h a t f a u l t t h a t we could 

f a u l t the zone out. 

And then i f you want t o go t o the isopach, 

because th e r e are no w e l l s i n Section 3 t h a t have 

encountered any of the Brunson sand, although my isopach 

i n d i c a t e s what I hope t o happen, we do not know where t h a t 

pinchout i s located. 

So there i s s t i l l a very s t r o n g element of sand 

r i s k i n the Atoka channel system. 

Q. And i t i s p o s s i b l e t h a t a w e l l a t t h i s l o c a t i o n 

might not be a commercial success? 
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A. Yes, s i r , there's — the r e i s . 

Q. Does David H. A r r i n g t o n O i l and Gas, I n c . , seek 

t o be designated operator of the proposed w e l l ? 

A. Yes, s i r , we do. 

Q. I n your opinion, w i l l the g r a n t i n g of t h i s 

A p p l i c a t i o n and the d r i l l i n g of the w e l l as proposed be i n 

the best i n t e r e s t of conservation, the p r e v e n t i o n of waste 

and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. Yes, s i r , i t w i l l . 

Q. Were A r r i n g t o n E x h i b i t s 6 through 9 prepared by 

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

A. Yes, they were. 

MR. CARR: Mr. Catanach, a t t h i s time we would 

move the admission i n t o evidence of David H. A r r i n g t o n 

E x h i b i t s 6 through 9. 

EXAMINER CATANACH: E x h i b i t s 6 through 9 w i l l be 

admitted as evidence. 

MR. CARR: That concludes my d i r e c t examination 

of Mr. Baker. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Baker, there's j u s t no way t h a t a v e r t i c a l 

w e l l can be d r i l l e d t o meet the surface and geologic 

r e s t r i c t i o n s i n t h i s area? 

A. Not a t what we consider t o be, you know, probably 
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the best l o c a t i o n . You could move around up t h e r e by the 

l e g a l l o c a t i o n , but you'd s t i l l be f a i r l y c lose t o where we 

t h i n k t h a t f a u l t would be. And so we f e e l l i k e , you know, 

200 f e e t i s about as l i t t l e as we could g i v e up, yes, s i r . 

Q. And t h a t f a u l t i n the Morrow, t h a t would a f f e c t 

your Strawn? 

A. Since — Yes, s i r . See, t h a t Morrow zone i s 50 

f e e t below our zone, and i f you were t o cut t h a t — and 

t h a t ' s a 100-foot f a u l t — you would e s s e n t i a l l y f a u l t out 

your sand. And what I' d l i k e t o do i s j u s t g i v e myself an 

o p p o r t u n i t y not even t o have t o mess w i t h i t . 

Q. What data have you used t o determine the l o c a t i o n 

of t h a t f a u l t ? 

A. Just t h i s — This p a r t i c u l a r i s j u s t seismic data 

r i g h t here. Yes, s i r , there's no subsurface c o n t r o l r i g h t 

t h e r e around t h a t l o c a t i o n t h a t — s u b s t a n t i a t e , other than 

t h i s 2-D seismic. 

Q. 2-D seismic? 

A. Yes, s i r , 2-D seismic. 

Q. I s t h i s w e l l a c t u a l l y going t o be d r i l l e d t o the 

lower M i s s i s s i p p i a n , Mr. Baker? 

A. Yes, s i r , i t i s our b e l i e f now, w i t h what has 

happened down i n the Ocean w e l l t h a t — I t i s our o p i n i o n 

we should take every w e l l t o the lower M i s s i s s i p p i a n 

i n t e r v a l . You should tag t h a t as a marker. So yes, s i r . 
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Q. I'm so r r y , what's happening w i t h t he Ocean we l l ? 

A. Well, because we don't know e x a c t l y where t h a t 

Ocean w e l l i s producing from, but we know i t ' s somewhere 

below the Brunson i n t e r v a l , we f e e l l i k e t h a t we need t o go 

a l l the way through t o the M i s s i s s i p p i a n , t o look a t 

anything t h a t might be happening. 

Q. I s the r e Morrow p o t e n t i a l ? 

A. With the subsurface w e l l c o n t r o l t h a t i s i n the 

area, I would say no, s i r . Generally speaking out i n here, 

the Morrow sandstones are eroded o f f and not deposited. 

That's not t o say t h a t i f you d r i l l e d i n a graben system 

you might have some de b r i s , eroded d e b r i s , t h a t would be 

c l a s s i f i e d Morrow down i n th e r e . 

Q. I s t h i s a l l fee acreage? 

A. With the exception of our 40-acre — which would 

be the southwest of the southeast, I b e l i e v e t h a t — I s 

t h a t a s t a t e t r a c t , or i s t h a t fee, Dale? 

MR. CARR: You need t o t a l k t o the Examiner. 

THE WITNESS: I beli e v e i t i s , yes, s i r . 

EXAMINER CATANACH: That's a l l r i g h t , don't worry 

about i t . 

Q. (By Examiner Catanach) That bottomhole l o c a t i o n 

would put you r i g h t on t h a t road, and r i g h t near t h a t 

e l e c t r i c l i n e ? 

A. Yes, s i r , i t would put us r i g h t underneath i t . 

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 

32 

Q. Okay, so the l o c a t i o n you're proposing t o d r i l l 

from, t h a t ' s the c l o s e s t l o c a t i o n t h a t you can get t o t h a t 

bottomhole l o c a t i o n ? 

A. According t o our engineer who surveyed i t out 

t h e r e , i n order t o b u i l d our pad, yes, s i r , i t i s . And 

t h a t ' s so t h a t we w i l l have p l e n t y of room not t o f a l l i n t o 

the p i t s of these o l d w e l l s t h a t you see, abandoned w e l l s , 

around. 

I f we moved towards those, then we s t a r t e d 

g e t t i n g i n t o p i t problems from those o l d abandoned p i t s . 

So our engineer f e l t t h a t t h a t was the best surface 

l o c a t i o n f o r b u i l d i n g h i s pad. 

Q. Okay. And your d i r e c t i o n a l - d r i l l i n g plans are t o 

encounter t h a t — I s i t the Strawn? I mean, I'm s o r r y , the 

Atoka i n t e r v a l , a t t h a t bottomhole l o c a t i o n ? 

A. No, s i r , i t ' s t o bottomhole the w e l l a t t h a t 

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

Q. That's the Mississippian? 

A. Yes, s i r . The a c t u a l c u t t i n g of the Atoka 

i n t e r v a l should occur about a hundred f e e t n o r t h of t h e r e , 

which would be about 1550, i s where we would be. 

Q. Okay. So t h a t ' s a c t u a l l y a l i t t l e l e s s 

unorthodox? 

A. As f a r as c u t t i n g the Atoka Brunson i n t e r v a l , 

yes, s i r . 
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EXAMINER CATANACH: Okay. I have no t h i n g 

f u r t h e r , Mr. Carr. 

MR. CARR: That concludes our p r e s e n t a t i o n i n 

t h i s case. 

EXAMINER CATANACH: Okay, t h e r e being no t h i n g 

f u r t h e r i n t h i s case, Case 12,079 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

11:10.m.) 

* * * 
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