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EXAMINER CATANACH: At t h i s t i m e w e ' l l 

c a l l Case 10514, A p p l i c a t i o n o f Enron O i l & Gas 

Company f o r compulsory p o o l i n g , Lea County, New 

Mexico. 

Are t h e r e appearances i n t h i s case? 

MR. CARR: May i t p l e a s e t h e Examiner, 

my name i s W i l l i a m F. Carr w i t h t h e law f i r m , 

Campbell, C a r r , Berge & S h e r i d a n o f Santa Fe. We 

r e p r e s e n t Enron O i l & Gas Company. And I have 

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

EXAMINER CATANACH: Any o t h e r 

appearances i n t h i s case? 

W i l l t h e t h r e e w i t n e s s e s , p l e a s e , s t a n d 

and be sworn i n . 

[The w i t n e s s e s were d u l y sworn.] 

PATRICK J. TOWER 

Having been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e ? 

A. P a t r i c k J. Tower. 

Q. Where do you r e s i d e ? 

A. M i d l a n d , Texas. 
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Q. By whom are you employed and i n what 

c apac i t y ? 

A. By Enron O i l & Gas Company as a 

p e t r o l e u m landman. 

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

t h i s D i v i s i o n and had your c r e d e n t i a l s as a 

landman a c c e p t e d and made a m a t t e r o f r e c o r d ? 

A. Yes, I have. 

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

f i l e d i n t h i s case on b e h a l f of Enron? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h t h e s t a t u s o f t h e 

la n d s and t h e s u b j e c t area? 

A. Yes, I am. 

MR. CARR: Are Mr. Tower's 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (BY MR. CARR) Mr. Tower, c o u l d you 

b r i e f l y s t a t e what Enron seeks w i t h t h i s 

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

A. Enron O i l & Gas Company seeks an o r d e r 

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

th e base of t h e Morrow F o r m a t i o n u n d e r l y i n g t h e 

n o r t h h a l f of S e c t i o n 1, Township 25 South, Range 

33 E a s t , i n Lea County, New Mexico, f o r any and 
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a l l f o r m a t i o n s or p o o l s d e v e l o p e d on 320-acre gas 

spac i n g . 

Q. As t o p o o l s d e v e l o p e d on 160, what 

acreage do you d e s i r e t o have pooled? 

A. We d e s i r e , as t o 160 a c r e s , t o have t h e 

n o r t h w e s t q u a r t e r of s a i d s e c t i o n d e d i c a t e d ; and 

as t o 40 - a c r e , t h e s t a t e w i d e , t h e d r i l l s i t e 

b e i n g t h e n o r t h e a s t q u a r t e r of t h e n o r t h w e s t 

q u a r t e r . 

Q. Have you p r e p a r e d c e r t a i n e x h i b i t s f o r 

p r e s e n t a t i o n here today? 

A. Yes, I have. 

Q. Would you r e f e r t o what has been marked 

f o r i d e n t i f i c a t i o n as Enron E x h i b i t No. 1, 

i d e n t i f y t h i s , and r e v i e w i t f o r Mr. Catanach? 

A. E x h i b i t No. 1 i s a l a n d p l a t 

i d e n t i f y i n g w i t h t h e r e d o u t l i n e t h e p r o r a t i o n 

u n i t t o be a s s i g n e d t o t h e w e l l . The c i r c l e 

d enotes t h e l o c a t i o n , w h i c h i s a s t a n d a r d 

l o c a t i o n , t h e n o r t h w e s t q u a r t e r . The l a n d s 

i n v o l v e two f e d e r a l l e a s e s w h i c h w i l l be 

communit i z e d . 

Q. What i s t h e p r i m a r y o b j e c t i v e i n t h i s 

w e l l ? The Morrow F o r m a t i o n ? 

A. The Morrow F o r m a t i o n . 
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Q. Would you r e v i e w E x h i b i t 2 and r e v i e w 

t h a t f o r t h e Examiner? 

A. E x h i b i t 2 i s a l i s t of t h e w o r k i n g 

i n t e r e s t p a r t i e s t h a t w i l l be i n v o l v e d i n t h e 

p r o r a t i o n u n i t f o r t h e d r i l l i n g o f t h i s w e l l . 

As you can n o t e , a p p r o x i m a t e l y 87.5 

p e r c e n t a r e c o n t r o l l e d under a v o l u n t a r y 

agreement, o p e r a t i n g agreement. I t c a r r i e s a 300 

p e r c e n t p e n a l t y . The r e m a i n i n g p a r t y who i s n o t 

s u b j e c t t o an o p e r a t i n g agreement, i s Exxon 

C o r p o r a t i o n . And, i n a d d i t i o n , we have f o u n d o ut 

t h r o u g h Exxon, t h e r e ' s n o t h i n g o f r e c o r d , t h a t 

t h e y have c o m m i t t e d t h i s acreage t o M i l l e n n i u m 

Energy C o r p o r a t i o n under a s e p a r a t e agreement. 

Q. At t h i s p o i n t i n t i m e , a l l i n t e r e s t s i n 

th e proposed s p a c i n g or p r o r a t i o n u n i t s a r e 

com m i t t e d t o t h e w e l l e x c e p t t h e i n t e r e s t of 

Exxon and M i l l e n n i u m ? 

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

Q. So a t t h i s t i m e what p e r c e n t a g e of t h e 

w o r k i n g i n t e r e s t i n t h e t r a c t i s c o m m i t t e d t o t h e 

w e l l ? 

A. I n excess o f 87.5 p e r c e n t . 

Q . 87.5? 

A. [Nodded.] 
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Q. Could you summarize f o r Mr. Catanach 

Enron's e f f o r t s t o o b t a i n t h e v o l u n t a r y j o i n d e r 

of a l l w o r k i n g i n t e r e s t owners i n t h i s t r a c t ? 

A. Yes. E x h i b i t No. 3 r e p r e s e n t s c o p i e s 

of v a r i o u s c o r r e s p o n d e n c e between Enron O i l & Gas 

Company and Exxon and M i l l e n n i u m . 

I n a d d i t i o n t o t h i s c o r r e s p o n d e n c e , we 

have t a l k e d t o b o t h companies s e v e r a l t i m e s . The 

most r e c e n t c o n v e r s a t i o n t o o k p l a c e J u l y 15. 

Pur s u a n t t o Exxon h a v i n g c o m m i t t e d t h i s t o 

M i l l e n n i u m , t h e i r f o l k s say t h e i r hands are t i e d 

t o work any k i n d o f v o l u n t a r y agreement w i t h 

Enron. 

M i l l e n n i u m a t t h i s p o i n t has r e f u s e d t o 

e n t e r i n t o any k i n d of v o l u n t a r y arrangement w i t h 

Enron due t o some problems w i t h t h e c o n t r a c t t h e y 

have w i t h Exxon. So t h e r e f o r e we're here s e e k i n g 

t h e f o r c e d p o o l i n g o r d e r . 

Q. I s E x h i b i t No. 4 a copy o f 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 o f t o d a y ' s h e a r i n g has 

been p r o v i d e d t o b o t h M i l l e n n i u m and Exxon as 

r e q u i r e d by OCD r u l e s ? 

A. Yes. 

Q. Mr. Tower, has Enron made an e s t i m a t e 

of t h e overhead and a d m i n i s t r a t i v e c o s t s t o be 
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i n c u r r e d w h i l e d r i l l i n g t h e w e l l and a l s o w h i l e 

p r o d u c i n g i t i f i n f a c t i t ' s s u c c e s s f u l ? 

A. Yes, we have. They're based on t h e 

E r n s t & Young s u r v e y , 1981 s u r v e y . We a r e 

recommending a d r i l l i n g w e l l overhead r a t e of 

$6,000 and a p r o d u c i n g w e l l r a t e o f $658. 

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

i n c o r p o r a t e d i n t o any o r d e r w h i c h r e s u l t s f r o m 

t o d a y ' s h e a r i n g ? 

A. Yes, we do. 

Q. Does Enron seek t o be d e s i g n a t e d 

o p e r a t o r of t h i s w e l l ? 

A. Yes, we do. 

Q. Were E x h i b i t s 1 t h r o u g h 4 e i t h e r 

p r e p a r e d by you or c o m p i l e d under your d i r e c t i o n ? 

A. Yes, t h e y were. 

MR. CARR: At t h i s t i m e , Mr. Catanach, 

we move t h e a d m i s s i o n of Enron E x h i b i t s 1 t h r o u g h 

4 . 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 

4 w i l l be a d m i t t e d as e v i d e n c e . 

MR. CARR: That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. Tower. 

EXAMINATION 

BY EXAMINER CATANACH: 
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Q. Mr. Tower, what i s t h e n a t u r e of t h e 

agreement between Exxon and M i l l e n n i u m ? 

A. I ' v e never seen t h e agreement, b u t my 

u n d e r s t a n d i n g -- and t h i s i s what Exxon and 

M i l l e n n i u m have a d v i s e d me -- i t c o v e r e d s e v e r a l 

t h o u sand a c r e s i n New Mexico. Exxon -- a l a r g e 

f a r m o u t t o M i l l e n n i u m , and M i l l e n n i u m had 

commitment t o d r i l l numerous w e l l s under t h i s 

agreement. 

A p p a r e n t l y t h e y have d r i l l e d one or 

two, b u t t h e y a r e n o t g o i n g t o p r o c e e d w i t h t h e 

b a l a n c e . However, t h e agreement does n o t 

t e r m i n a t e u n t i l t h e end o f t h e y e a r . And as a 

consequence t h e acreage i s t i e d up; however, 

t h e r e i s no a c t i o n g o i n g on under t h e agreement. 

But b a s i c a l l y a l a r g e f a r m o u t , as I 

u n d e r s t a n d i t . T h i s i s j u s t one s m a l l p i e c e of 

i t . 

Q. So M i l l e n n i u m i s a c t u a l l y i n charge o f 

the acreage? 

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

Q. I n c o n t r o 1 ? 

A. Yes. 

Q. Have you d e a l t w i t h M i l l e n n i u m on a 

one-to-one b a s i s ? 
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A. Yes, we have. And t h e r e ' s 

c o r r e s p o n d e n c e i n E x h i b i t No. 3 e a r l i e r t h i s year 

and up t h r o u g h June o f t h i s y e a r . We were n o t 

aware -- Exxon d i d n o t a d v i s e us t h a t M i l l e n n i u m 

was i n v o l v e d i n t h i s acreage. 

I n June t h e y p u t us on n o t i c e t h a t i t 

was c o m m i t t e d t o t h e M i l l e n n i u m agreement. We 

were n o t aware o f t h i s , even though I b e l i e v e i t 

was i n January. 

I m m e d i a t e l y we g o t — I c o n t a c t e d 

M i l l e n n i u m , t a l k e d t o a Mr. Tom P a t t o n , had 

numerous c o n v e r s a t i o n s w i t h him. I m m e d i a t e l y 

upon f i n d i n g t h a t o u t , we f a x e d t h e Exxon 

p r o p o s a l and a l l c o r r e s p o n d e n c e between us and 

Exxon and had s e v e r a l d i s c u s s i o n s w i t h Mr. P a t t o n 

d i r e c t l y t o t r y and r e s o l v e i t and work o u t some 

mu t u a l s e t t l e m e n t between Exxon and M i l l e n n i u m . 

We've had c o n v e r s a t i o n s w i t h Mr. Haines 

w i t h Exxon, who had met w i t h Mr. P a t t o n under t h e 

b i g agreement, d u r i n g t h e course of t h i s t o t r y 

and work out some m u t u a l b a l a n c e so we c o u l d 

c o n t i n u e w i t h our w e l l . And t h a t was n o t 

a c h i e v e d . 

Exxon a d v i s e d t h a t our b e s t c o u r s e o f 

a c t i o n was t o f o r c e p o o l i t , and M i l l e n n i u m 
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a d v i s e d me t h e same t h i n g . They b o t h agreed t h e y 

w o u l d n o t oppose. 

Q. You don't a n t i c i p a t e M i l l e n n i u m 

e v e n t u a l l y j o i n i n g ? 

A. No, I d o n ' t . 

Q. But you d i d o f f e r t h e -- you d i d make 

th e o f f e r t o M i l l e n n i u m t o v o l u n t a r i l y commit 

t h e i r — 

A. We o f f e r e d t h e r i g h t t o work a f a r m o u t 

agreement, j o i n i n t h e w e l l , we would purchase a 

te r m a s s i g n m e n t . We o f f e r e d s e v e r a l o p t i o n s t o 

them. 

EXAMINER CATANACH: Okay. I have 

n o t h i n g f u r t h e r . 

MR. CARR: At t h i s t i m e we c a l l Mr. 

Zi n z . 

BARRY L. ZIMZ 

Having been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e y o u r name and p l a c e of 

r e s i d e n c e ? 

A. B a r r y Lynn Z i n z . M i d l a n d , Texas. 

Q. By whom are you employed? 
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A. Enron O i l & Gas . 

Q. I n what c a p a c i t y ? 

A. G e o l o g i s t . 

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

t h i s D i v i s i o n and had your c r e d e n t i a l s as a 

g e o l o g i s t a c c e p t e d and made a m a t t e r of r e c o r d ? 

A. Yes, I have. 

Q. Are you f a m i l i a r w i t h t h e 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, I am. 

Q. And have you made a g e o l o g i c s t u d y of 

t h e a r e a w h i c h i s i n v o l v e d i n t h i s a p p l i c a t i o n ? 

A. I have. 

MR. CARR: Are t h e w i t n e s s 1 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER CATANACH: They a r e . 

Q. (BY MR. CARR) Mr. Z i n z , have you 

p r e p a r e d c e r t a i n e x h i b i t s t o d a y w h i c h address t h e 

r i s k i n v o l v e d i n d r i l l i n g t h i s w e l l ? 

A. I have done t h a t . 

Q. Could you r e f e r t o what has been marked 

as Enron E x h i b i t No. 6, i d e n t i f y t h i s , and r e v i e w 

i t f o r t h e Examiner? 

A. T h i s i s a s t r u c t u r e map o f t h e 

P i t c h f o r k Ranch-Vaca Draw a r e a . I t ' s on t h e 
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Morrow C sand. And t h e c o n t o u r i n t e r v a l i s 50 

f e e t . And t h e l o c a t i o n o f t h e Ha l l w o o d 1-Fed. 1 

i s n o t e d w i t h t h e orange d o t up t h e r e . 

And t h i s i s a 15,450 f o o t Morrow t e s t , 

l o c a t e d 660 from t h e n o r t h l i n e and 1980 from t h e 

west l i n e o f S e c t i o n 1, 23 South -- excuse me, 25 

South, 33 Eas t , Lea County. 

Q. How i m p o r t a n t i s s t r u c t u r e i n making a 

s u c c e s s f u l w e l l i n t h i s area? 

A. The purpose o f t h i s map i s t o 

i l l u s t r a t e t h e f a v o r a b l e s t r u c t u r a l p o s i t i o n we 

were t r y i n g t o o b t a i n w i t h t h i s l o c a t i o n . As you 

get o f f t h e s t r u c t u r e of P i t c h f o r k Ranch, f l a n k 

w e l l , or down-dip w e l l s , you e n c o u n t e r w a t e r and 

some sands. So s t r u c t u r e i s i m p o r t a n t and i s a 

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

Q. Could you now go t o your c r o s s - s e c t i o n , 

w h i c h has been marked Enron E x h i b i t No. 7, and 

r e v i e w t h e i n f o r m a t i o n on t h a t e x h i b i t f o r Mr. 

Catanach? 

A. Sure. T h i s i s a c r o s s - s e c t i o n , A-to-A 

p r i m e , and i t ' s n o t e d on your s t r u c t u r e map 

t h e r e . And t h e t r a v e r s e o f t h e c r o s s - s e c t i o n 

r u n s near our l o c a t i o n . And t h e c r o s s - s e c t i o n i s 

hung s t r a t i g r a p h i c a l l y on what we c a l l t h e t o p of 
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th e Morrow e l a s t i c s . 

And you can see t h a t t h e i n d i v i d u a l 

sands zones w i t h i n t h e Morrow a r e n o t e d . A l s o 

i n d i c a t e d on t h e c r o s s - s e c t i o n a r e t h e i n d i v i d u a l 

p e r f o r a t e d i n t e r v a l s on t h e s e l o g s . And a l l o f 

t h e c o m p l e t i o n and workover d a t a t o t h e w e l l s a r e 

l o c a t e d on t h e b o t t o m of t h e c r o s s - s e c t i o n . 

Now, i n t h i s a r e a t h e Morrow i s 

c h a r a c t e r i z e d by ch a n n e l t o f a n t y p e d e p o s i t s . 

And i f you n o t i c e d on t h e c r o s s - s e c t i o n , t h e r e ' s 

many d i f f e r e n t zones w i t h i n t h e s e sand i n t e r v a l s 

p e r f o r a t e d , b u t n o t a l l of t h e p e r f o r a t i o n s a r e 

c o n t i n u o u s i n each zone. So the s e sands can be 

l e n t i c u l a r . They k i n d of come and go t h r o u g h t h e 

area . 

And a l s o o f i n t e r e s t i n t h i s a r ea w i t h 

r e g a r d t o t h e Morrow i s t h e f a c t t h a t once you 

ge t o f f t h e P i t c h f o r k Ranch F i e l d s t r u c t u r e , you 

get away from t h e f i e l d p r o p e r , y o u r sands become 

l e s s homogeneous and you p i c k up more s i l i c i o u s 

and l i m e cement o f t h e sands. 

So t h e r e i s a r i s k as f a r as f i n d i n g 

t h e sand. And t h e n a l s o i f you f i n d i t , y o u ' r e 

no t g u a r a n t e e d t o have a q u a l i t y r e s e r v o i r . 

Q. That's because o f v a r i a t i o n s i n b o t h 
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p e r m e a b i l i t y and p o r o s i t y ? 

A. Yes, s i r . T h a t ' s c o r r e c t . 

Q. Enron has d r i l l e d a number of w e l l s i n 

t h i s a r e a , have t h e y n o t ? 

A. That i s c o r r e c t . We've d r i l l e d a l o t 

o f we l i s . 

Q. And have you e n c o u n t e r e d or c o m p l e t e d 

w e l l s t h a t were n o t economic successes a l o n g w i t h 

t h o s e t h a t you have been a b l e t o s u c c e s s f u l l y 

produce? 

A. Oh, we have. The c r o s s - s e c t i o n 

i l l u s t r a t e s t h a t . T h i s f i r s t w e l l i s a 

n oncommercial w e l l . I t was a c t u a l l y d r i l l e d by H 

& G, w h i c h i s Enron. A n o t h e r company owns t h e 

w e l l now. T h i s i s a mediocre w e l l , t h e second 

w e l l on t h e c r o s s - s e c t i o n . 

Our l o c a t i o n i s g o i n g t o be l o c a t e d 

r i g h t here between t h i s m ediocre w e l l and you do 

have a good w e l l h e r e . So d e f i n i t e l y we're 

t r y i n g t o p i c k up a good w e l l l i k e t h i s one, b u t 

t h e r i s k does e x i s t w i t h t h e p o r o s i t i e s , t h e 

p e r m e a b i l i t i e s , t h e sands and t h e s t r u c t u r e . 

Q. Are you p r e p a r e d t o make a 

recommendation t o Mr. Catanach as t o t h e r i s k 

t h a t s h o u l d be assessed a g a i n s t any i n t e r e s t 
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owner who doesn't j o i n i n t h e d r i l l i n g of t h i s 

we 11? 

A. Yes, s i r . 

Q. And what i s t h a t ? 

A. Two hundred p e r c e n t . 

Q. Mr. Z i n z , d i d you p r e p a r e E x h i b i t s 6 

and 7? 

A. Yes, s i r . 

MR. CARR: At t h i s t i m e , Mr. Catanach, 

I move t h e a d m i s s i o n o f Enron E x h i b i t s 6 and 7. 

EXAMINER CATANACH: E x h i b i t s 6 and 7 

w i l l be a d m i t t e d as e v i d e n c e . 

MR. CARR: And t h a t c o n c l u d e s my 

e x a m i n a t i o n of Mr. Z i n z . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Z i n z , i s i t ? 

A. Yes, s i r . 

Q. Okay. 

A. Z - i - n - z . I was g o i n g t o g i v e her a 

c a r d . 

Q. There i s a d r y h o l e marker i n t h e 

n o r t h w e s t - n o r t h w e s t of S e c t i o n 1. Was t h a t 

d r i l l e d t o t h e Morrow? 

A. No. That's a s h a l l o w w e l l . A l l t h e 

RODRIGUEZ-VESTAL REPORTING 



:L 

2 

3 

4 

5 

6 

7 

8 

9 

10 

l :i 

12 

1 3 

1 4 

1 5 

1 6 

1 7 

18 

19 

2 0 

2 1 

2 2 

2 3 

24 

2 5 

19 

Morrow p e n e t r a t i o n s , t h e deep w e l l s a r e c i r c l e d . 

Q. So t h e r e have been no w e l l s d r i l l e d i n 

S e c t i o n 1 t o t h e Morrow? 

A. No, s i r . 

Q. So t h e main P i t c h f o r k - M o r r o w f i e l d i s 

t o t h e n o r t h e a s t and t o t h e e a s t ? 

A. Yes, s i r . 

Q. I s t h a t c o r r e c t ? 

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

Q. You s a i d t h e B e l l Lake S t a t e No. 1, I 

b e l i e v e , i n S e c t i o n 2 --

A. Uh-huh. 

Q. -- you s a i d t h a t t h a t was a mediocre 

w e l l ? 

A. Yes, s i r . 

Q. But t h a t i s p r o d u c i n g f r o m t h e Morrow? 

A. From t h e Morrow, yes, s i r . T h i s w e l l 

was a poor w e l l . Cum'd som e t h i n g l i k e 2 m i l l i o n 

o u t of t h e Morrow, and t h e n t h e y went back up t o 

the Wolfcamp. And t h i s w e l l i s s t i l l i n t h e 

Morrow. 

MR. CARR: Which w e l l a r e you t a l k i n g 

a b o u t , Mr. Z i n z ? 

THE WITNESS: The w e l l l i s t e d No. 2 on 

th e map on t h e c r o s s - s e c t i o n i s s t i l l i n t h e 
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Morrow. That's t h e B e l l Lake 2. 

Q. (BY EXAMINER CATANACH) The main r i s k 

t o your l o c a t i o n i s b e i n g o f f - s t r u c t u r e ? I s t h a t 

y our o p i n i o n ? 

A. I t h i n k i t ' s a c o m b i n a t i o n . I t h i n k 

s t r u c t u r e i s a r i s k . We d e f i n i t e l y need t o have 

a s t r u c t u r a l a dvantage. But t h e b i g r i s k i s j u s t 

t h e sands t h e m s e l v e s . The sands come and go. 

Some of them are c h a n n e l i z e d . They wander 

around. D i f f i c u l t t o p r e d i c t . 

A l s o your p o r o s i t y and p e r m e a b i l i t y i n 

the sands v a r y . And l i k e I s a i d , once you get 

o f f t h e s t r u c t u r e i t s e l f -- t h i s i s t h e main p a r t 

of t h e s t r u c t u r e . Once you go down t h i s 

d i r e c t i o n f r o m t h e s t r u c t u r e , t h e s e p a r t i c u l a r 

q u a l i t i e s t h a t I ' v e t a l k e d about become l e s s easy 

t o p r e d i c t , and t h e r e i n l i e s your r i s k . 

EXAMINER CATANACH: I have n o t h i n g 

f u r t h e r . 

MR. CARR: At t h i s t i m e we c a l l Randy 

Cate . 

RANDALL S. CATE 

Having been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 
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BY MR. CARR: 

Q. Could you s t a t e your name f o r t h e 

r e c o r d , p l e a s e ? 

A. I t ' s R a n d a l l Cate. 

Q. And where do you r e s i d e ? 

A. I l i v e i n M i d l a n d , Texas. 

Q. By whom are you employed and i n what 

capac i t y ? 

A. I work f o r Enron O i l & Gas as a p r o j e c t 

r e s e r v o i r e n g i n e e r . 

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

t h i s D i v i s i o n ? 

A. Yes, I have. 

Q. At t h e t i m e o f t h a t t e s t i m o n y , were 

your c r e d e n t i a l s as a r e s e r v o i r e n g i n e e r a c c e p t e d 

and made a m a t t e r of r e c o r d ? 

A. Yes, t h e y were. 

Q. Are you f a m i l i a r w i t h t h e 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, l a m . 

Q. Are you f a m i l i a r w i t h t h e proposed w e l l 

i n t h e s u b j e c t area? 

A. Yes. 

MR. CARR: Are t h e w i t n e s s ' 

q u a l i f i c a t i o n s a c c e p t a b l e ? 
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EXAMINER CATANACH: They a r e . 

Q. (BY MR. CARR) Now, i n i t i a l l y , Mr. 

Cate, c o u l d you i d e n t i f y t h e proposed w e l l ? 

A. Yes. I t ' s t h e H a l l w o o d 1-Federal Com. 

No. 1. I t s l o c a t i o n i s 660 f e e t f r o m t h e n o r t h 

l i n e and 1980 f e e t f r o m t h e west l i n e of S e c t i o n 

1, Township 25 South, Range 33 East, Lea County, 

New Mexico. 

Q. Have you p r e p a r e d an AFE f o r t h i s w e l l ? 

A. Yes. I worked i n c o n j u n c t i o n w i t h our 

d r i l l i n g s u p e r i n t e n d e n t . He a c t u a l l y p r e p a r e d 

t h e AFE. 

Q. Have you r e v i e w e d i t ? 

A. Yes. 

Q. I s t h a t what has been marked as Enron 

E x h i b i t No. 7? 

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

Q. Could you r e v i e w t h a t AFE f o r t h e 

Examiner, plea s e ? 

A. Okay. I t shows our a n t i c i p a t e d 

d r i l l i n g c o s t and our a n t i c i p a t e d c o m p l e t i o n c o s t 

and t h e n a t o t a l f o r t h e w e l l . Our a n t i c i p a t e d 

d r y h o l e would be t h e f i r s t column, $1,447,000. 

I f s u c c e s s f u l and c o m p l e t i o n i s made, we 

a n t i c i p a t e s p e n d i n g $545,000 f o r a t o t a l 
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p o t e n t i a l w e l l c o s t of $1,992,000. 

Q. Now, a r e th e s e c o s t s i n l i n e w i t h what 

has been charged by Enron and o t h e r o p e r a t o r s i n 

t h i s a r ea f o r s i m i l a r w e l l s ? 

A. Yes. We have c o n s i d e r a b l e d r i l l i n g 

e x p e r i e n c e i n t h e P i t c h f o r k Ranch p r o p e r f i e l d , 

and t h e s e c o s t s a r e b a s i c a l l y t a k e n f r o m t h o s e 

o t h e r we 1 I s . 

Q. Could you i d e n t i f y f o r Mr. Catanach 

what has been marked as Enron E x h i b i t No. 8? 

A. I s u p p l i e d a package of d r i l l i n g 

r e p o r t s t h a t a r e on our Diamond SM-36 No. 1 w e l l , 

w h i c h i s a p p r o x i m a t e l y , oh, t h r e e - q u a r t e r s of a 

m i l e n o r t h e a s t o f our proposed H a l l w o o d 

l o c a t i o n . And t h e purpose i s t o show t h a t t h e r e 

i s c o n s i d e r a b l e m e c h a n i c a l r i s k a s s o c i a t e d w i t h 

t h e s e deep Morrow w e l l s . 

And I ' l l summarize i t f o r t h e r e c o r d . 

We b a s i c a l l y spent over $1.2 m i l l i o n t r y i n g t o 

add a d d i t i o n a l Morrow p e r f o r a t i o n s f r o m a 

p l u g - b a c k o p e r a t i o n f r o m t h e l o w e s t Morrow pay, 

wh i c h was t h e Morrow C. We t e s t e d f i r s t t h e B 

sand a t p e r f o r a t i o n s 14,994 t o 15,028 f e e t . We 

fo u n d t h a t t h o s e were n o n p r o d u c t i v e , 

n o n c o m m e r c i a l , f l o w e d v e r y low amounts o f gas. 
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Then we moved up t o t h e S i n a t r a sand. 

We s e t a sand p l u g over t h a t . Moved up t o t h e 

S i n a t r a sand and a t t e m p t e d a c o m p l e t i o n e f f o r t 

t h e r e . We a c i d i z e d t h e zone and got no f l o w , so 

t h e y r a n i n w i t h t h e w i r e - l i n e t o check t h e 

p l u g - b a c k TD, broke t h r o u g h a b r i d g e , i m m e d i a t e l y 

had 10,000 of pounds of p r e s s u r e . I t blew a l l 

t h e t o o l s up t o t h e l u b r i c a t o r . The t o o l s 

d i s i n t e g r a t e d , f e l l down t h e h o l e . 

We had t o f o l l o w up w i t h m i l l i n g 

o p e r a t i o n s , f i s h i n g o p e r a t i o n s . We s t a r t e d t h i s 

e f f o r t i n January 91 and f i n a l l y ended up i n 

November o f 9 1. 

We c o u l d n o t make a s u c c e s s f u l 

c o m p l e t i o n o ut of t h e S i n a t r a sand. I t was a 

h i g h p r e s s u r e b u t no f l o w r a t e . So we went up t o 

what we c a l l e d t h e A sand and t e s t e d i t a t low 

f l o w r a t e s . Then we d i d f r a c t u r e - t r e a t i t , and 

we have made a commercial w e l l t h e r e . 

But, i n a d d i t i o n t o t h e d r i l l i n g c o s t s , 

t h e r e ' s a s u b s t a n t i a l r i s k . We d i d end up 

sp e n d i n g $1.2 m i l l i o n i n t h a t c o m p l e t i o n e f f o r t 

on t h i s o t h e r w e l l . 

Q. I n a d d i t i o n t o t h e p h y s i c a l r i s k 

a s s o c i a t e d w i t h j u s t t h e c h a r a c t e r o f t h e 
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r e s e r v o i r , t h e n t h e r e i s a m e c h a n i c a l r i s k 

a s s o c i a t e d w i t h d e v e l o p i n g t h e Morrow i n t h i s 

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

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

Q. I n your o p i n i o n i s t h e r e a chance t h a t 

Enron c o u l d d r i l l a w e l l a t t h i s l o c a t i o n t h a t 

w ould n o t be a commercial success? 

A. Yes, t h e r e ' s a s u b s t a n t i a l r i s k . 

Q. Do you concur i n Mr. Z i n z ' 

recommendation t h a t a 200 p e r c e n t r i s k p e n a l t y be 

assessed a g a i n s t t h e o p e r a t o r s who do n o t 

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

A. Yes, I do. 

Q. Were E x h i b i t s 7 and 8 p r e p a r e d by you 

or have you r e v i e w e d them and can you t e s t i f y as 

t o t h e i r a c curacy? 

A. Yes. 

MR. CARR: At t h i s t i m e , Mr. Catanach, 

we would move a d m i s s i o n o f Enron E x h i b i t s 7 and 

8 . 

EXAMINER CATANACH: E x h i b i t s 7 and 8 

w i l l be a d m i t t e d as e v i d e n c e . 

Q. (BY MR. CARR) Mr. Cate, i n your 

o p i n i o n w i l l a p p r o v a l of t h i s a p p l i c a t i o n and 

p o o l i n g of t h e s u b j e c t l a n d s be i n t h e b e s t 
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i n t e r e s t s of c o n s e r v a t i o n , t h e p r e v e n t i o n of 

waste, and t h e 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, i t w i l l . 

MR. CARR: That c o n c l u d e s my 

e x a m i n a t i o n of Mr. Cate. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Cate, t h i s w e l l t h a t you j u s t 

r e f e r e n c e d , t h a t was a r e c o m p l e t i o n ? 

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

Q. Have you had any s i m i l a r problems i n 

a c t u a l l y d r i l l i n g a w e l l ? 

A. Yes. The Diamond F e d e r a l No. 8, l e t ' s 

see i f we can f i n d t h a t one, t h i s i s a w e l l t h a t 

we d r i l l e d , be about t w o - a n d - a - h a l f m i l e s 

s o u t h e a s t . Do you see i t i n S e c t i o n 8? I t would 

be t h e n o r t h h a l f of S e c t i o n 8. That would be 25 

South and 34 East. 

And i n t h a t d r i l l i n g o p e r a t i o n we 

e x p e r i e n c e d , when we got t o TD, we e x p e r i e n c e d 

l i n e r problems when we s e t t h e l i n e r . The cement 

j o b d i d n o t work w e l l . T h i s w e l l was s u c c e s s f u l 

over h e r e . There was gas coming up t h r o u g h t h e 

l i n e r . They had t o do a n o t h e r squeeze j o b on 

i t . 
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So t y p i c a l l y i t ' s i n a c o m p l e t i o n area 

t h a t you e x p e r i e n c e your d i f f i c u l t i e s . You are 

sometimes r e q u i r e d d u r i n g d r i l l i n g , number one, 

you have t o s e t t h i s 7-3/4 i n c h or 7-5/8 i n c h 

i n t e r m e d i a t e c a s i n g b e f o r e you e n t e r i n t o t h e 

Wolfcamp F o r m a t i o n because i t i s n o t o r i o u s f o r 

v e r y h i g h p r e s s u r e and v e r y low volumes. But i t 

can cause b l o w o u t s i n t h e a r e a . 

Then you e n c o u n t e r some of t h e same 

t y p e of f o r m a t i o n s a l l t h e way down t h r o u g h t h e 

Upper Morrow and t h e Atoka. You can g e t the s e 

h i g h p r e s s u r e zones t h a t d o n't have a l o t o f 

volume. I n o r d e r t o c o n t r o l t h o s e , you s e t 

a n o t h e r 5-1/2 i n c h l i n e r . 

And t h e n when you get down t o t h e 

Morrow C, i t happens t o be a lower p r e s s u r e d 

zone. So i f you have t o o much mud w e i g h t , you 

can l o s e c i r c u l a t i o n i n t o t h o s e , i n t o t h o s e 

sands. 

So t h e r e i s r i s k and m e c h a n i c a l 

problems we've had d u r i n g b o t h d r i l l i n g 

o p e r a t i o n s and c o m p l e t i o n . 

EXAMINER CATANACH: Tha t ' s a l l I have. 

MR. CARR: I have n o t h i n g f u r t h e r . 

EXAMINER CATANACH: There b e i n g n o t h i n g 
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f u r t h e r , Case 10514 w i l l be t a k e n under 

adv i sement. 

[And t h e p r o c e e d i n g s were c o n c l u d e d . 

i do here. / ccn/y that the for^nolnn fs 
a coi;!;".iO'C! of ~;"0-r".;S iii / 

}:ie cxGTi.lnei- :.caring of C;:; '•. /$p^> 
heard by me on ^ j ^ p ^ ' ' 

C ^ & v t c / ^ , Examiner 
Oil Conservation Division 
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