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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

APPLICATION OF DAVID H. ARRINGTON OIL 
AND GAS, INC., FOR COMPULSORY POOLING 
DIRECTIONAL DRILLING AND AN UNORTHODOX 
WELL LOCATION, LEA COUNTY, NEW MEXICO 

CASE NO. 1 2 , 2 7 4 

ORIGINAL 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

-a 

CP era. 

November 4th, 1999 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, November 4t h , 1999, a t the 

New Mexico Energy, Minerals and Natural Resources 

Department, Porter H a l l , 2040 South Pacheco, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 

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

9:05 a.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l Case 

12,274, 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 i n t h i s case. 

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, and I have two witnesses. 

EXAMINER CATANACH: Okay, w i l l the witnesses 

please stand t o be sworn in? 

(Thereupon, the witnesses were sworn.) 

DALE DOUGLAS, 

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. CARR: 

Q. Would you s t a t e your f u l l name f o r the record? 

A. My name i s Dale Douglas. 

Q. Where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. I'm self-employed. 

STEVEN T. BRENNER, CCR 
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Q. What i s your c u r r e n t r e l a t i o n s h i p w i t h David H. 

A r r i n g t o n O i l and Gas, Inc.? 

A. I'm a co n t r a c t landman. 

Q. Are you the landman t h a t has been resp o n s i b l e f o r 

the land issues concerning the compulsory p o o l i n g 

A p p l i c a t i o n before the D i v i s i o n i n t h i s matter? 

A. Yes, s i r . 

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

D i v i s i o n ? 

A. Yes, s i r . 

Q. At the time of t h a t testimony were your 

c r e d e n t i a l s as an expert i n petroleum land matters accepted 

and made a matter of record? 

A. Yes, s i r . 

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

t h i s case? 

A. Yes, s i r . 

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 

i n the su b j e c t p o o l i n g — the u n i t which i s the sub j e c t of 

the A p p l i c a t i o n and the o f f s e t t i n g p r o p e r t i e s ? 

A. Yes, s i r . 

MR. CARR: Are Mr. Douglas's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Would you b r i e f l y summarize f o r 
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Mr. Catanach what i t i s t h a t A r r i n g t o n seeks w i t h t h i s 

A p p l i c a t i o n ? 

A. Yes, s i r , we're — Mr. A r r i n g t o n i s seeking an 

order p o o l i n g a l l of the minerals from the surface t o the 

base of the Wolfcamp formation under the southeast q u a r t e r 

of the northeast quarter of Section 29, Township 15 South, 

Range 3 6 East, i n Lea County, New Mexico. This t r a c t would 

be dedicated t o the Prince Nymph Well Number l-A. 

The w e l l w i l l be re-entered a t i t s surface 

l o c a t i o n , which i s 2308 f e e t from the south l i n e and 943 

f e e t from the east l i n e , which i s located i n U n i t I of 

Section 29. I t w i l l be kicked o f f and d i r e c t i o n a l l y 

d r i l l e d i n a n o r t h e r l y d i r e c t i o n t o an unorthodox 

bottomhole l o c a t i o n , which w i l l be w i t h i n 50 f e e t of a 

p o i n t l o c a t e d 2440 f e e t from the n o r t h l i n e and 866 f e e t 

from the east l i n e , which i s i n Unit H, Section 29. 

The bottomhole l o c a t i o n , however, w i l l not be 

c l o s e r than 2 00 f e e t t o the southern boundary of t h i s 4 0-

acre t r a c t . 

Q. The o r i g i n a l Prince Nymph Number 1 was 2 00 f e e t 

from the common lease l i n e ; i s t h a t r i g h t ? 

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

Q. And you're going t o d i r e c t i o n a l l y d r i l l from t h a t 

w e l l b o r e t o the n o r t h , and you w i l l be a t l e a s t 2 00 f e e t , 

again, from t h a t common boundary? 
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A. That's c o r r e c t . 

Q. Let's go t o E x h i b i t Number 1, and I ' d ask you, 

Mr. Douglas, t o i d e n t i f y t h i s and review the i n f o r m a t i o n on 

the e x h i b i t f o r Mr. Catanach. 

A. Okay. E x h i b i t Number 1 i s a p l a t which shows the 

land i n the area where the Prince Nymph Number 1 w e l l and 

the bottomhole l o c a t i o n i s located. 

The southeast quarter of Section 29, which has 

the s t i p p l i n g around i t , i s a 4 0-acre t r a c t t h a t shows the 

bottomhole l o c a t i o n w i t h the footages spaced o f f , which i s 

2440 f e e t from the n o r t h l i n e of the s e c t i o n and 866 f e e t 

from the east l i n e of the s e c t i o n , which also places t h a t 

bottomhole l o c a t i o n 200 f e e t n o r t h of the south l i n e of 

t h a t 4 0-acre t r a c t . 

Just t o the south of i t , we've also i n d i c a t e d a 

4 0-acre t r a c t , which i s the northeast q u a r t e r of the 

southeast q u a r t e r where the o r i g i n a l w e l l was d r i l l e d . I t 

was d r i l l e d a t t h a t surface l o c a t i o n , and i t s bottomhole 

l o c a t i o n was l i k e w i s e 200 f e e t from the n o r t h l i n e of t h a t 

40-acre t r a c t . 

Over on the right-hand side of the p l a t I have 

l i s t e d the s t a t u s of the land, some unleased mineral 

owners, some uncommitted leasehold owners and then who the 

committed acreage owners are, along w i t h the percentages of 

ownership. 
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I've also s i t e d on t h i s p l a t or shown the c u r r e n t 

owners of the minerals and/or leasehold e s t a t e i n the 40-

acre t r a c t where the surface l o c a t i o n i s l o c a t e d f o r the 

Prince Nymph Number 1 w e l l . 

Q. The Prince Nymph Number 1 was d r i l l e d by Mr. 

A r r i n g t o n e a r l i e r t h i s year? 

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

Q. And t h a t was a dryhole? 

A. I t was d r i l l e d t o the Strawn f o r m a t i o n , and i t 

was plugged as a dryhole. 

Q. What i s the c u r r e n t s t a t u s of Mr. A r r i n g t o n ' s 

e f f o r t s t o acquire the r i g h t s t o use the surface and t h a t 

o l d w e llbore f o r the purposes of developing reserves from 

the n o r t h e r n t r a c t ? 

A. Okay, Mr. A r r i n g t o n c u r r e n t l y owns a p o r t i o n of 

the leasehold estate under the 4 0-acre t r a c t where the — 

surface, where the w e l l i s located. I t ' s t h e r e f o r e our 

o p i n i o n r i g h t now t h a t he has the ownership of t h a t 

w e l l b o r e by v i r t u e of those leases. 

However, when those leases e x p i r e , t h a t w ellbore 

w i l l r e v e r t t o the surface owner, and we're n e g o t i a t i n g 

w i t h the surface owner t o acquire a surface lease t o 

u t i l i z e t h a t wellbore at such time as t h i s lease e x p i r e s , 

and we expect t o have t h a t agreement signed i n the next two 

weeks. 

STEVEN T. BRENNER, CCR 
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Q. And are you experiencing any problems a t a l l i n 

n e g o t i a t i n g t h i s agreement w i t h the surface owner? 

A. None whatsoever. 

Q. What i s the st a t u s of the acreage we're seeking 

t o pool? 

A. The acreage t h a t we're seeking t o p o o l , the 4 0-

acre t r a c t , Mr. A r r i n g t o n has the lease h o l d ownership 

under 68 — a l i t t l e over 68 percent of t h a t t r a c t . There 

are some unleased mineral owners which own 2-1/2 percent, 

or 2-1/2 percent of the acreage, and then t h e r e are some 

uncommitted leasehold owners who have not committed t o 

p a r t i c i p a t e i n the w e l l , nor have we reached an agreement 

w i t h them. 

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

A. The Wolfcamp formation. 

Q. Would you i d e n t i f y E x h i b i t Number 2? 

A. E x h i b i t Number 2 i s a l i s t i n g of the s p e c i f i c 

p a r t i e s and t h e i r ownership t h a t I j u s t mentioned, the 

unleased mineral owners, the uncommitted leasehold owners, 

t h a t w i l l be under t h i s t r a c t t h a t we are attem p t i n g t o 

po o l . 

Q. Have you been able t o l o c a t e a l l i n d i v i d u a l s who 

own an i n t e r e s t i n the property? 

A. Yes, s i r , we have. 

Q. Now, Mr. A r r i n g t o n has 68 percent of the working 

STEVEN T. BRENNER, CCR 
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i n t e r e s t i n t h i s t r a c t ? 

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

Q. You have been i n communication w i t h Bahlburg 

E x p l o r a t i o n concerning t h i s matter, have you not? 

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

Q. What i s the status of those n e g o t i a t i o n s ? 

A. When we o r i g i n a l l y proposed t h i s w e l l , we had 

t a l k e d about t a k i n g 20 acres out of the c u r r e n t 40-acre 

t r a c t t h a t the w e l l i s located on and i n c l u d i n g 2 0 acres 

from the 4 0-acre t r a c t t o the no r t h t o make our 4 0-acre 

u n i t . 

Mr. Bahlburg objected t o t h a t and had b a s i c a l l y 

s a i d t h a t since the o r i g i n a l w e l l was 200 f e e t o f f h i s 

l e a s e l i n e , he f e l t l i k e t h a t we should move the bottomhole 

l o c a t i o n — or include the 40-acre t r a c t under which he 

owns the leases as the 40-acre u n i t f o r the w e l l . 

We agreed t o do t h a t . 

Q. At t h i s time, Mr. Bahlburg has, or i n the l a s t 

week, contacted A r r i n g t o n , and I be l i e v e the D i v i s i o n , 

i n d i c a t i n g t h a t he believes an agreement i s about t o be 

reached; i s t h a t correct? 

A. Yes, he has mailed a l e t t e r t o us s t a t i n g t h a t he 

does not want t o p a r t i c i p a t e i n the w e l l but t h a t he would 

want t o farm out h i s i n t e r e s t . 

Q. At t h i s p o i n t i n time, has an agreement been 

STEVEN T. BRENNER, CCR 
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f i n a l i z e d w i t h Mr. Bahlburg? 

A. No, i t has not. 

Q. What about the st a t u s of n e g o t i a t i o n s w i t h Anson 

Energy Corporation? 

A. We have spoken on a couple of d i f f e r e n t occasions 

w i t h Anson, as w e l l as the l e t t e r s t h a t we have sent them. 

The i r p o s i t i o n i s b a s i c a l l y t o w a i t and see what k i n d of 

pe n a l t y they w i l l be faced w i t h , the cost associated w i t h 

t h a t , and make t h e i r d e c i s i o n once they r e c e i v e n o t i c e from 

the D i v i s i o n . 

Q. At t h i s time, no agreement has been reached w i t h 

Anson? 

A. No agreement has been reached. 

Q. I f agreements are reached w i t h any of the p a r t i e s 

s u b j e c t t o the p o o l i n g , w i l l A r r i n g t o n advise the D i v i s i o n 

as soon as t h a t agreement i s reached so they — on the 

reco r d , or the r e w i l l be records t h a t r e f l e c t t h ey're not 

sub j e c t t o the p o o l i n g a p p l i c a t i o n ? 

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

Q. Generally summarize the e f f o r t s you have made t o 

reach v o l u n t a r y agreement w i t h each of the i n d i v i d u a l s 

shown on E x h i b i t 2. 

A. We mailed the o r i g i n a l o f f e r l e t t e r s t o a l l the 

p a r t i e s , the unleased mineral owners and the leasehold 

owners w i t h whom we d i d n ' t have an agreement, asking t h a t 
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they e i t h e r p a r t i c i p a t e i n the d r i l l i n g of t h i s w e l l or 

reach an agreement w i t h us on some s o r t — t o allow us t o 

d r i l l t he w e l l as t o t h e i r mineral i n t e r e s t or t h e i r 

leasehold ownership. 

We sent those l e t t e r s out September the 8th . We 

sent a foll o w - u p l e t t e r on October the 11th, which 

b a s i c a l l y r e f l e c t e d the acquiescence t o Mr. Bahlburg's 

request t h a t we include the 4 0 acres t o the n o r t h as the 

u n i t and have made a couple of phone c a l l s and t a l k e d t o 

some of these f o l k s on the phone t o reach an agreement. 

Q. I n your opinion, have you made a g o o d - f a i t h 

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

A p p l i c a t i o n and o b t a i n t h e i r v o l u n t a r y p a r t i c i p a t i o n i n the 

we l l ? 

A. Yes, we have. 

Q. I s E x h i b i t Number 3 copies of the l e t t e r s t h a t 

have been sent t o these i n d i v i d u a l s which r e f l e c t your 

e f f o r t s t o reach a v o l u n t a r y agreement? 

A. Yes, s i r , they are. 

Q. Could you i d e n t i f y A r r i n g t o n E x h i b i t Number 4? 

A. E x h i b i t Number 4 i s a copy of the AFE t h a t has 

been prepared f o r the r e - e n t r y of t h i s w ellbore and the 

d i r e c t i o n a l d r i l l i n g associated -- and the costs associated 

w i t h t h a t . This i s the AFE t h a t we had attached and 

includ e d w i t h each of these l e t t e r s t h a t we sent t o the 
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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 . 

Q. And what are the costs as r e f l e c t e d on t h i s 

e x h i b i t ? 

A. I n u t i l i z i n g the e x i s t i n g w e l l b o r e , we t h i n k t h a t 

— our estimate i s t h a t t o get t o the bottomhole l o c a t i o n 

w i l l cost $283,500. 

Q. I t h i n k i f you look a t E x h i b i t 4, i s t h i s f o r the 

o r i g i n a l Prince Nymph Number 1? I s t h a t the AFE t h a t you 

have, or i s i t f o r the re-entry? 

A. This i s f o r the r e - e n t r y . 

MR. CARR: Okay, i n my set — Do you have one 

t h a t shows the r e - e n t r y costs, Mr. Catanach? 

EXAMINER CATANACH: Yes, I do. 

MR. CARR: Okay. Mine r e f l e c t s the o r i g i n a l 

costs. 

Q. (By Mr. Carr) What are the r e - e n t r y costs? 

A. The r e - e n t r y costs are $283,500. 

Q. The o r i g i n a l costs f o r the w e l l were $596,000; i s 

t h a t not c o r r e c t ? 

A. I don't have t h a t AFE w i t h me. I b e l i e v e t h i s 

AFE t h a t we have here i s s t i l l -- i s f o r the r e - e n t r y . 

Q. A l l r i g h t . 

A. Yes, s i r . 

Q. I n f a c t , what we are going t o be able t o do i s 

e f f e c t a very s u b s t a n t i a l savings by using the e x i s t i n g 

STEVEN T. BRENNER, CCR 
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we l l b o r e and d i r e c t i o n a l l y d r i l l i n g as you are proposing; 

i s t h a t not co r r e c t ? 

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

Q. And we w i l l be c a l l i n g another witness t o review 

the r i s k associated w i t h t h i s e f f o r t , which, when compared 

t o the cost, w i l l show why Mr. A r r i n g t o n i s proposing t o go 

— take t h i s route? 

A. That i s c o r r e c t . We expect t o have s u b s t a n t i a l 

savings i n u t i l i z i n g e x i s t i n g wellbore. 

Q. I s E x h i b i t Number 5 a copy of an a f f i d a v i t 

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 O i l Conservation D i v i s i o n 

Rules? 

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

Q. Was n o t i c e provided t o a l l those who are subject 

t o pooling? 

A. Yes, s i r . 

Q. And was n o t i c e provided t o a f f e c t e d o f f s e t s ? 

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

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 t h i s 

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

A. Yes, s i r , we have. The r a t e s would be $6000 a 

month f o r the d r i l l i n g r a t e and $600 a month f o r the 

producing w e l l r a t e . 
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Q. What i s the basis f o r these f i g u r e s ? 

A. These are the f i g u r e s t h a t were u t i l i z e d i n a 

recent D i v i s i o n Order Number R-11,178, i n A p r i l of 1999, 

f o r a s i m i l a r w e l l i n the southwest q u a r t e r of Section 3 5 

of 15 South, 35 East, which i s i n t h i s general area where 

t h i s w e l l i s located, i n which A r r i n g t o n was a nonoperating 

working i n t e r e s t owner. 

Q. That's the Beadle w e l l t h a t was d r i l l e d by 

Energen i n the West Lovington-Strawn Unit? 

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

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

inc o r p o r a t e d i n t o the order t h a t r e s u l t s from today's 

hearing? 

A. Yes, s i r . 

Q. Does David H. A r r i n g t o n seek t o be designated 

operator of the well? 

A. Yes, s i r , he does. 

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

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

A. Yes, they were. 

MR. CARR: May i t please the Examiner, a t t h i s 

t i m e we would move t h e a d m i s s i o n i n t o e v i d e n c e o f 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. 
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MR. CARR: And t h a t concludes my d i r e c t i o n 

examination of Mr. Douglas. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Douglas, I'm a l i t t l e unclear on the d r i l l i n g 

c o s t s . Are you seeking recover only the d i r e c t i o n a l 

d r i l l i n g and r e - e n t r y costs and not any of the o r i g i n a l 

d r i l l i n g costs? 

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

Q. Okay. And l e t me ask you, there's reference made 

i n a Bahlburg l e t t e r t h a t was sent t o us about a l e t t e r he 

sent t o you o f f e r i n g t o farm out h i s i n t e r e s t . 

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

Q. I s t h a t the l a s t l e t t e r — I s t h a t the October 

19th l e t t e r t h a t he's t a l k i n g about? 

A. That's probably c o r r e c t . We've had i t about a 

week t o t e n days. 

Q. Do you know a t t h i s p o i n t whether or not h i s 

terms are going t o be acceptable t o your company? 

A. No, I do not. I can speculate t h a t — r i g h t now 

t h a t they're not acceptable, based upon the r i s k associated 

w i t h the d r i l l i n g of the w e l l . 

Q. Okay. For the record, we've also received a 

l e t t e r from Gary Lamb, Incorporated, which e s s e n t i a l l y 

s t a t e s t h a t the i n t e r e s t s of Gary Lamb, the i n t e r e s t s of 
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Magnolia Royalty Company and the i n t e r e s t of J.M. Mineral 

and Land Company — they seek t o be excluded from the f o r c e 

p o o l i n g on the basis t h a t they w i l l also seek t o have the 

same agreement, seek t o make an agreement w i t h your company 

on the same terms t h a t Bahlburg has proposed. I s t h a t your 

understanding of the c u r r e n t s i t u a t i o n w i t h those p a r t i e s ? 

A. We have not received any word from Lamb, J.M. 

Mine r a l or Magnolia. We have received two l e t t e r s , one 

from Mr. Bahlburg and one from DALCO Petroleum, which 

b a s i c a l l y are i d e n t i c a l l e t t e r s . I t ' s our understanding 

from knowing these guys t h a t they are b a s i c a l l y — 

g e n e r a l l y operate as one group. 

But the only l e t t e r s t h a t we had received was Mr. 

Bahlburg's, and then I ' d say a week l a t e r we received one 

from DALCO. I was not aware of the l e t t e r from Mr. Lamb. 

Q. Okay. 

A. We'll continue t o t r y t o n e g o t i a t e an acceptable 

agreement. What t h a t w i l l be, I'm not sure. 

Q. With a l l of these p a r t i e s ? 

A. Yes. I guess the issue would be what w i l l be 

deemed acceptable t o both p a r t i e s . 

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

these p a r t i e s ? 

A. We a n t i c i p a t e reaching an agreement w i t h Anson. 

The other s i x , I would say t h a t there's a small chance. 
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Q. And do you guys b e l i e v e you've given them 

s u f f i c i e n t time t o negot i a t e an agreement w i t h you? 

A. Yes. 

Q. When d i d these n e g o t i a t i o n s a c t u a l l y s t a r t ? 

A. September, e a r l y September. 

EXAMINER CATANACH: Okay, t h a t ' s a l l I have of 

t h i s witness. You may be excused. 

MR. CARR: At t h i s time 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 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. CARR: 

Q. Would you s t a t e your name f o r the record? 

A. B i l l Baker. 

Q. Where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. David H. A r r i n g t o n O i l and Gas. 

Q. And what i s your p o s i t i o n w i t h Mr. Arrington? 

A. His e x p l o r a t i o n manager. 

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

D i v i s i o n ? 

A. Yes, s i r , I have. 

Q. And were you q u a l i f i e d as an expert witness a t 
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t h a t time? 

A. Yes, s i r , I was. 

Q. Were you q u a l i f i e d as an expert i n petroleum 

geology? 

A. Yes, s i r , I have been. 

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

t h i s case? 

A. Yes, s i r , I am. 

Q. Have you made a t e c h n 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. And are you prepared t o share the r e s u l t s of t h a t 

work w i t h Mr. Catanach? 

A. Yes, s i r , I am. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: Yes, s i r . 

Q. (By Mr. Carr) I t h i n k i t would be h e l p f u l , Mr. 

Baker, i f you i n i t i a l l y review f o r Mr. Catanach A r r i n g t o n ' s 

e f f o r t s t o develop the reserves i n the east h a l f of t h i s 

s e c t i o n . 

A. Okay. Mr. Catanach, i f you would l o o k a t E x h i b i t 

6, t h i s i s b a s i c a l l y a two-well c r o s s - s e c t i o n . On the 

ri g h t - h a n d side you w i l l see a w e l l c a l l e d the T r i c e Fisher 

1 A. This i s the w e l l t h a t i s the key w e l l t h a t set the 
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o r i g i n a l prospect up l a s t November or December. This w e l l 

was d r i l l e d by T r i c e E x p l o r a t i o n back i n 1959 as a Strawn 

t e s t . 

I f y o u ' l l look on the ri g h t - h a n d side over t h e r e 

i n r ed, you w i l l see some d r i l l stem t e s t s and some 

completion i n f o r m a t i o n i n what we c a l l the Lower Wolfcamp 

Second Brother "A". You can see t h a t t h i s T r i c e w e l l 

d r i l l - s t e m t e s t e d t h i s Upper Wolfcamp, t e s t e d o i l t o the 

p i t s a t a r a t e of 40 t o 50 b a r r e l s of o i l per hour, had 

e x c e l l e n t s h u t - i n pressures. They d i d attempt a completion 

i n t h i s and they swabbed water and o i l , and i t ' s b e l i e v e d 

t h a t through a channel system — i n which they d i d n ' t help 

w i t h t h e i r a c i d j o b i n here, they never could make a 

commercial w e l l . 

So based on t h i s , what we had hoped t o do w i t h 

our o r i g i n a l geology and our o r i g i n a l prospect was j u s t 

simply gain some s t r u c t u r e t o t h i s w e l l i n moving t o the 

south and hope t o encounter t h i s same p o r o s i t y i n an updip 

l o c a t i o n and be able t o make a commercial w e l l and recover 

the hydrocarbons t h a t we believed t o be i n t h i s p a r t i c u l a r 

f o r m a t i o n . 

Down a t t h e bottom o f my c r o s s - s e c t i o n , I p u t a 

l i t t l e i n s e t r i g h t t h e r e , which i s a c t u a l l y an isopach on 

the Second Brother 2 "A" Lime, and you can see where my 

cr o s s - s e c t i o n B-B' runs up there w i t h r e l a t i o n s h i p t o the 
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T r i c e w e l l and where our o r i g i n a l Prince Nymph w e l l was 

d r i l l e d . 

We d r i l l e d our Prince Nymph w e l l back i n January 

of t h i s year as a Strawn t e s t but w i t h the p r i n c i p a l 

o b j e c t i v e being t h i s Wolfcamp. 

As you can see, b a s i c a l l y the pinchout occurred 

r i g h t a t our wellbore. We encountered the carbonate 

s e c t i o n but what appears t o be only two t o f o u r f e e t of the 

A Lime up i n th e r e , we d r i l l stem t e s t e d i t , recovered a 

l i t t l e b i t of s l i g h t l y gas-cut mud, we d i d recover 500 c c 1 s 

of o i l , 1000 cc's of mud and 200 cc's of water i n the 

sample chamber. 

I f y o u ' l l look a t the i n i t i a l s h u t - i n pressures 

and f i n a l s , y o u ' l l note those pressures are r e l a t i v e l y low. 

That's i n d i c a t i v e of a t i g h t r e s e r v o i r . We f e l t a t t h i s 

p a r t i c u l a r time here, t h a t t o make a completion attempt 

here you would end up w i t h a noncommercial w e l l . So the 

w e l l was subsequently plugged and abandoned. 

I t i s our attempt t o simply r e - e n t e r t h i s 

w e l l b o r e , k i c k o f f a t a depth of 10,350 f e e t , and 

d i r e c t i o n a l l y k i c k the w e l l about 400 f e e t t o the n o r t h i n 

an attempt t o pi c k up these two p o r o s i t y lobes again i n a 

very s l i g h t l y updip l o c a t i o n t o where the o r i g i n a l wellbore 

i s , and out f a r enough from the wellbore t h a t we would not 

see any type of o l d wellbore damage or anything t h a t may 
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have t r a n s p i r e d from the o l d completion attempt. 

Q. Your o b j e c t i v e i n t h i s w e l l i s the Second Brother 

"A" — 

A. Yes, s i r . 

Q. When the o r i g i n a l w e l l was d r i l l e d , were t h e r e 

a d d i t i o n a l zones t h a t were considered or a t l e a s t hoped t o 

be prospective? 

A. Yes, s i r , i f y o u ' l l n o t i c e on here, and a t t h a t 

p a r t i c u l a r time we had broke out these lobes as an "A" and 

a "B", and over i n the T r i c e Fisher w e l l , about where the 

o i l - w a t e r contact i s , y o u ' l l see a second k i n d of carbonate 

t h a t occurs i n th e r e . We c a l l t h a t the Second Brother "B". 

And what we had hoped t o do was gain enough 

s t r u c t u r e t o the south t h a t maybe t h a t "B" would also be 

pr o d u c t i v e . Well, we d i d n ' t gain enough s t r u c t u r e . So i n 

coming back t o you now, we have precluded t h a t the "B" zone 

i s no longer a prospective t a r g e t f o r us. I t ' s simply not 

going t o have enough s t r u c t u r a l advantage t o have 

commercial hydrocarbons. So we're s t r i c t l y going a f t e r the 

Second Brother "A" carbonate. 

Q. You only have one zone t h a t you're --

A. Yes, s i r , we've got one zone. 

Q. — i n t e r e s t e d in? 

Are you prepared t o make a recommendation t o the 

Examiner concerning the r i s k penalty t h a t should be 
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assessed against those who do not v o l u n t a r i l y p a r t i c i p a t e 

i n t he we l l ? 

A. Yes, s i r , based on the s t r a t i g r a p h i c r i s k here, 

we f e e l i t ought t o be the maximum, 200 percent. 

Q. Do you believe there's a chance w i t h t h i s r e 

en t r y you could d r i l l a w e l l t h a t would be noncommercial? 

A. Yes, s i r , I do. 

Q. I f you were not able t o use the e x i s t i n g w ellbore 

and d i r e c t i o n a l l y d r i l l t o t h i s bottomhole l o c a t i o n , would 

you be able t o economically d r i l l t o t e s t t h i s horizon? 

A. No, s i r , we bel i e v e t h a t the reserves here have 

now shrunk t o a small enough number t h a t i t would not 

j u s t i f y d r i l l i n g a brand-new v e r t i c a l w e l l b o r e . 

Q. I n your o p i n i o n , w i l l approval of t h i s 

A p p l i c a t i o n and the r e - e n t r y and d r i l l i n g of t h i s 

d i r e c t i o n a l wellbore be i n the best i n t e r e s t of 

conservation, the prevention of waste and the p r o t e c t i o n of 

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

A. Yes, s i r , I bel i e v e so. 

Q. Was E x h i b i t prepared by you? 

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

MR. CARR: Mr. Catanach, a t t h i s time 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 6. 

EXAMINER CATANACH: E x h i b i t Number 6 w i l l be 

admitted as evidence. 
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MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Baker. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Baker, what i s the danger of d i r e c t i o n a l l y 

d r i l l i n g t o a standard bottomhole l o c a t i o n ? 

A. Well, a standard bottomhole l o c a t i o n would be 

b a s i c a l l y 330 o f f of t h i s , and as we move back towards t h a t 

w e l l b o r e we run the r i s k of g e t t i n g i n t o any type of 

communication w i t h t h i s o l d wellbore. 

Plus we f e e l l i k e you're moving c o n t i n u a l l y 

downdip. And I d i d not show you a s t r u c t u r e map on t h i s , 

but as you move towards t h a t o l d wellbore you are l o s i n g 

s t r u c t u r e . So we f e e l l i k e the f u r t h e r back t h i s way t h a t 

we can k i n d of s p l i t the d i f f e r e n c e — i n other words, 

keeping what we consider t o be a reasonable s t r a t i g r a p h i c 

r i s k and the most s t r u c t u r a l , i s the best place f o r us t o 

maximize hydrocarbon p o t e n t i a l . 

Q. Other than the Wolfcamp, are the r e any other 

prospects w i t h i n t h i s wellbore? 

A. No, s i r , there i s not. No other p r o s p e c t i v e 

zones. 

Q. I s t h i s "A" se c t i o n productive i n t h i s area a t 

a l l ? 

A. Yes, s i r , i t ' s probably not the predominant zone. 
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The predominant zone throughout t h i s area i s the "B", but 

oh, probably s i x or seven miles t o the south I d r i l l e d some 

w e l l s w i t h the Manzano O i l Corporation down t h e r e i n t h i s 

"A" zone, we found i t i n the s t r a t i g r a p h i c p o s i t i o n , and 

i t ' s very p r o l i f i c . So whi l e i t i s not r e g i o n a l l y 

e x tensive, when you do f i n d i t , i t can have some p r o l i f i c 

reserves t o i t . 

Q. So i n t h i s immediate area there i s n ' t any 

Wolfcamp production? 

A. Well, the Read Alexander w e l l t h e r e , which i s 

r i g h t o f f t o the south of mine, d r i l l - s t e m t e s t e d t h i s very 

i n t e r v a l r i g h t here, and they p e r f o r a t e d i t , and I t h i n k 

they made about 1100 b a r r e l s out of i t . 

EXAMINER CATANACH: Okay, I have no f u r t h e r 

questions of t h i s witness. 

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

t h i s case. 

EXAMINER CATANACH: Mr. Carr, n o t i c e f o r t h i s 

hearing was provided t o i n t e r e s t owners? 

MR. CARR: Yes, s i r . 

EXAMINER CATANACH: How about — 

MR. CARR: And the o f f s e t s . 

EXAMINER CATANACH: — w i t h regards t o the 

unorthodox l o c a t i o n , t o the o f f s e t operator t o the south, 

who would be the Applicant? 
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MR. CARR: A r r i n g t o n i s the operator. To the 

south — Just a minute here. Anson, and A r r i n g t o n i s the 

operator t o the south, also Anson. They were n o t i f i e d . I 

mean, they have an i n t e r e s t i n the w e l l . 

And the other i n t e r e s t owner i s E.L. Brahaney, 

and they were also n o t i f i e d . 

So i t covers a l l of the owners of the i n t e r e s t , 

as w e l l as Mr. A r r i n g t o n , the operator i n the t r a c t t o the 

south. 

EXAMINER CATANACH: Okay, t h a t ' s what I needed t o 

know. 

I s t h e r e anything f u r t h e r ? 

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

EXAMINER CATANACH: There being n o t h i n g f u r t h e r , 

Case 12,274 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

9:35 a.m.) 

* * * 
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