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EXAMINER CATANACH: A t t h i s t i m e w e ' l l c a l l 

Case 10740. 

MR. STOVALL: T h i s i s t h e a p p l i c a t i o n o f 

Enron O i l and Gas Company f o r c o m p u l s o r y p o o l i n g , Lea 

Count y , New M e x i c o . 

EXAMINER CATANACH: Are t h e r e a p p e a r a n c e s 

i n t h i s case? 

MR. CARR: May i t p l e a s e t h e Ex a m i n e r , my 

name i s W i l l i a m F. C a r r w i t h t h e Santa Fe law f i r m o f 

C a m p b e l l , C a r r , Berge & S h e r i d a n . I r e p r e s e n t Enron 

O i l and Gas Company, and I have two w i t n e s s e s . 

EXAMINER CATANACH: Any o t h e r a p p e a r a n c e s ? 

W i l l t h e w i t n e s s e s p l e a s e s t a n d t o be sworn 

i n ? 

( W i t n e s s e s sworn.) 

PATRICK J. TOWER, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t 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 f u l l name and p l a c e o f 

r e s i d e n c e ? 

A. My name i s P a t r i c k J . Tower. I r e s i d e i n 

M i d l a n d , Texas. 

Q. By whom a r e you employed? 
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1 A. Enron O i l and Gas Company. 

2 Q. And i n what c a p a c i t y ? 

3 A. As a p r o j e c t landman. 

4 Q. Mr. Tower, have you p r e v i o u s l y t e s t i f i e d 

5 b e f o r e t h i s D i v i s i o n and had y o u r c r e d e n t i a l s as a 

6 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 ? 

7 A. Yes. 

8 Q. A r e 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 

9 i n t h i s case? 

10 A. Yes, I am. 

11 Q. A r e 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 

12 l a n d s i n t h e s u b j e c t a r e a ? 

13 A. Yes, I am. 

14 MR. CARR: Are t h e w i t n e s s ' s q u a l i f i c a t i o n s 

15 a c c e p t a b l e ? 

16 EXAMINER CATANACH: They a r e . 

17 Q. (BY MR. CARR) Would you b r i e f l y s t a t e what 

18 Enron seeks i n t h i s case? 

19 A. Enron seeks an o r d e r p o o l i n g a l l m i n e r a l 

20 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 t h e base o f t h e De l a w a r e 

21 f o r m a t i o n u n d e r l y i n g t h e s o u t h w e s t q u a r t e r o f t h e 

22 s o u t h w e s t q u a r t e r o f S e c t i o n 3 1 , Township 22 S o u t h , 

23 Range 32 E a s t , i n Lea County, New M e x i c o . 

24 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 

25 p r e s e n t a t i o n i n t h i s case? 
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A. Yes, I have. 

Q. L e t ' s go t o what has been marked as Enron 

E x h i b i t No. 1, and I ' d ask you f i r s t t o i d e n t i f y t h i s 

f o r t h e Examiner and t h e n r e v i e w i t . 

A. E x h i b i t No. 1 i s a l a n d map i d e n t i f y i n g t h e 

s p a c i n g u n i t i n v o l v e d , t h e p r o p o s e d l o c a t i o n , and, i n 

y e l l o w , t h e a c r e a g e t o be f o r c e p o o l e d . 

Q. Does t h i s e x h i b i t a l s o show t h e o w n e r s h i p 

o f t h e o f f s e t t i n g a c r eage? 

A. Yes, i t does. 

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 e 

p r o p o s e d w e l l ? 

A. D e l a w a r e . 

Q. L e t ' s go t o E x h i b i t No. 2. C o u l d you 

i d e n t i f y t h a t , p l e a s e . 

A. E x h i b i t No. 2 i s an o w n e r s h i p breakdown o f 

t h e s p a c i n g u n i t i n v o l v e d , i n es s e n c e , i d e n t i f y i n g 

E n ron O i l and Gas Company c o n t r o l l i n g 50 p e r c e n t 

p r i m a r i l y t h r o u g h a j o i n t v e n t u r e agreement w i t h Santa 

Fe Energy Company, Santa Fe O p e r a t i n g P a r t n e r s , L.P., 

w i t h M i t c h e l l Energy C o r p o r a t i o n o w n i n g t h e r e m a i n i n g 

50 p e r c e n t . 

Q. And what i s t h e l e t t e r a t t a c h e d t o t h i s 

e x h i b i t ? 

A. The l e t t e r a t t a c h e d , c u r r e n t l y r e c o r d t i t l e 
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r e m a i n s i n Santa Fe Energy O p e r a t i n g P a r t n e r s , L.P. 

The l e t t e r a t t a c h e d i s f r o m S a n t a Fe Energy O p e r a t i n g 

P a r t n e r s , L.P., d e s i g n a t i n g Enron as t h e o p e r a t o r and 

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

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

Q. The Enron Santa Fe Energy 50 p e r c e n t 

w o r k i n g i n t e r e s t has been v o l u n t a r i l y c o m m i t t e d t o t h e 

w e l l ; i s t h a t c o r r e c t ? 

A. Yes, i t has. 

Q. And t h e M i t c h e l l Energy C o r p o r a t i o n 

i n t e r e s t has n o t been? 

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

MR. STOVALL: Mr. C a r r , p r i o r t o t h e 

h e a r i n g we had some d i s c u s s i o n r e g a r d i n g t h i s c a s e , 

and i t was i n d i c a t e d by Mr. Bru c e on b e h a l f o f 

M i t c h e l l t h a t d i s p u t e s had been r e s o l v e d and t h i s was 

u n c o n t e s t e d . 

MR. CARR: T h a t ' s r i g h t . 

MR. STOVALL: I s t h i s c o r r e c t now, t h a t 

t h e y ' v e j u s t s i m p l y s a i d t h e y ' r e n o t g o i n g t o oppose 

t h e f o r c e d p o o l i n g b u t t h e y have n o t j o i n e d t h e w e l l ? 

MR. CARR: T h a t i s c o r r e c t . 

MR. STOVALL: Do you know i f Mr. Bru c e had 

p l a n n e d on e n t e r i n g an ap p e a r a n c e i n t h i s case? 

MR. CARR: I was a d v i s e d y e s t e r d a y 
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a f t e r n o o n t h a t Mr. Bruce would not e n t e r an appearance 

i n t h e case because of an agreement t h a t was reached 

e a r l y t h i s week between Enron and M i t c h e l l Energy. 

THE WITNESS: Not an agreement f o r 

v o l u n t a r y j o i n d e r i n t h e w e l l , however, an agreement 

not t o oppose t h e h e a r i n g . 

MR. STOVALL: A consent t o be f o r c e 

pooled? 

THE WITNESS: I n essence, yes. 

MR. STOVALL: I guess based on t h a t would 

make t h e t e s t i m o n y r e g a r d i n g d i s c u s s i o n s much 

s i m p l e r . I don't t h i n k i t p r o b a b l y r e q u i r e s as much 

of a r e c o r d on t h a t . 

MR. CARR: We hope t h a t ' s r i g h t based on 

what we've prepared. 

Q. Mr. Tower, i n t h a t r e g a r d , would you 

summarize t h e e f f o r t s made 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 t h e M i t c h e l l i n t e r e s t i n t h i s proposed 

w e l l ? 

A. Yes. And I a t t a c h e d as one of t h e e x h i b i t s 

Q. I t ' s E x h i b i t No. 3. 

A. E x h i b i t No. 3 i s a breakdown of t h e v a r i o u s 

c o n v e r s a t i o n s between myself and r e p r e s e n t a t i v e s w i t h 

M i t c h e l l Energy C o r p o r a t i o n . To save t i m e , w i t h o u t 
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g o i n g t h r o u g h them, i t summarizes o u r n e g o t i a t i o n s up 

t h r o u g h June 15. There were v a r i o u s a r r a n g e m e n t s we 

t r i e d t o work o u t as f a r as v o l u n t a r y j o i n d e r , 

f a r m o u t s , o t h e r a r r a n g e m e n t s , and t h o s e were n o t 

o b t a i n e d . 

Q. Now, has Enron d r i l l e d o t h e r D e l a w a r e w e l l s 

i n t h e area? 

A. Yes, we have. 

Q. C o u l d you i d e n t i f y what has been marked as 

E x h i b i t No. 4? 

A. E x h i b i t No. 4 r e p r e s e n t s t h e o r i g i n a l 

p r o p o s a l l e t t e r t o d r i l l t h i s w e l l f r o m Enron t o 

M i t c h e l l Energy d a t e d A p r i l 28, 1993, a copy o f t h e 

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

M i t c h e l l E n e r g y ' s r e s p o n s e l e t t e r d a t e d June 1 1 , 1993, 

t o t h e w e l l p r o p o s a l . 

Q. I s an AFE a l s o a t t a c h e d ? 

A. An AFE i s a t t a c h e d . 

Q. C o u l d you r e v i e w t h e t o t a l s on t h i s AFE f o r 

t h e e x a m i n e r ? 

A. T h i s i s a t o t a l d e p t h w e l l o f 8450 f e e t . 

The d r y h o l e c o s t , t o t a l d r y h o l e c o s t i s e s t i m a t e d t o 

be $266,300. The c o m p l e t e d w e l l c o s t i s e s t i m a t e d t o 

be $528,000. 

Q. A r e t h e s e c o s t s i n l i n e w i t h w h a t ' s b e i n g 
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c h a r g e d f o r o t h e r D e l a w a r e w e l l s i n t h e are a ? 

A. Yes, t h e y a r e . 

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

Enron E x h i b i t No. 5? 

A. Enron E x h i b i t No. 5 r e p r e s e n t s t h e n o t i c e s 

p r o v i d e d M i t c h e l l a t two o f t h e v a r i o u s o f f i c e 

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

a t t a c h e d r e t u r n r e c e i p t s . 

Q. Do t h e s e l e t t e r s a l s o p r o v i d e t h e d a t e o f 

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

A. Yes, t h e y do. 

Q. And i s an a f f i d a v i t f r o m C a m p b e l l , C a r r , 

Berge & S h e r i d a n a t t a c h e d c o n f i r m i n g t h a t t h e s e 

n o t i c e s were m a i l e d i n c o m p l i a n c e w i t h OCD r u l e s ? 

A. T h i s i s c o r r e c t . 

Q. Have you made an e s t i m a t e o f t h e o v e r h e a d 

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

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

t h i s w e l l ? 

A. Yes, I have. 

Q. What a r e t h o s e ? 

A. A d r i l l i n g w e l l r a t e o f $4,700 w i t h a 

p r o d u c i n g w e l l r a t e o f $500. 

Q. A r e t h e s e c o s t s i n l i n e w i t h w h a t ' s b e i n g 

c h a r g e d by o t h e r o p e r a t o r s i n t h e are a ? 
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A. Yes, t h e y a r e . 

Q. And M i t c h e l l i s aware o f t h e s e o v e r h e a d and 

a d m i n i s t r a t i v e c h a r g e s ? 

A. Yes, t h e y a r e . 

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 recommend t h e y be i n c o r p o r a t e d 

i n t o t h i s o r d e r . 

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 

o f t h e p r o p o s e d w e l l ? 

A. Yes. 

Q. I n y o u r o p i n i o n , w i l l a p p r o v a l o f t h i s 

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

b e s t i n t e r e s t o f 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 o f 

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

A. Yes. 

Q. Were E x h i b i t s 1 t h r o u g h 5 e i t h e r p r e p a r e d 

by you o r c o m p i l e d u n d e r y o u r d i r e c t i o n and 

s u p e r v i s i o n ? 

A. Yes, t h e y were. 

MR. CARR: A t t h i s t i m e , Mr. C a t a n a c h , 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 1 t h r o u g h 5. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 5 

w i l l be a d m i t t e d as e v i d e n c e . 
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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 o f Mr. Tower. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Tower, t h e E n r o n - S a n t a Fe i n t e r e s t , 

t h a t ' s t o t a l l y c o n s o l i d a t e d ? T h a t ' s n o t s u b j e c t t o 

any p o o l i n g , t h e Santa Fe i n t e r e s t ? 

A. No, i t ' s n o t . 

Q. So we're j u s t t a l k i n g a b o u t M i t c h e l l ? 

A. Yes, s i r . 

Q. Has Enron d r i l l e d D e l a w a r e w e l l s l a t e l y i n 

t h i s a r ea? 

A. Yes, we have, I w o u l d say p r o b a b l y e i g h t t o 

t e n D e l a w a r e w e l l s . Most o f t h e s e have been i n t h e 

t o w n s h i p t o t h e s o u t h w e s t . We have v a r i o u s w e l l s 

we're o p e r a t i n g a t Poker Lake F i e l d t h a t we have 

d r i l l e d w i t h i n t h e l a s t y e a r . We a l s o have s e v e r a l , 

we've j u s t f i n i s h e d one a b o u t s i x m i l e s t o t h e w e s t i n 

t h e James Ranch U n i t , among some o t h e r s . So we have 

d r i l l e d s e v e r a l . 

Q. So you s h o u l d have a good h a n d l e on t h e 

w e l l c o s t s ? 

A. Yes, s i r . 

Q. Have you s t a k e d t h e l o c a t i o n y e t ? 

A. Yes. 
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Q. Do you know what t h a t i s ? 

A. Oh, I'm s o r r y . I t s l e g a l l o c a t i o n , 660 

f e e t f r o m t h e s o u t h and f r o m t h e w e s t l i n e , S e c t i o n 

3 1 . 

Q. Has t h a t l o c a t i o n been a p p r o v e d by -- i s 

t h a t t h e f e d e r a l a c r eage? 

A. F e d e r a l . Not a t t h i s p o i n t . The APD has 

been f i l e d , and due t o t h e i r c u r r e n t b a c k l o g , we a r e 

a w a i t i n g t h e p e r m i t . We a n t i c i p a t e no p r o b l e m s . I t 

has been c l e a r e d s u r f a c e w i s e as f a r as s u r f a c e 

i n s p e c t i o n . 

Q. Mr. Tower, do you know how y o u r p r o p o s e d 

o v e r h e a d r a t e s compare t o t h o s e p u b l i s h e d i n E r n s t & 

Young? 

A. I n essence t h e y came f r o m E r n s t & Young 

w i t h a s l i g h t e s c a l a t i o n . M i t c h e l l ' s r a t e s r u n 

s l i g h t l y h i g h e r , and we had d i s c u s s i o n s c o n c e r n i n g 

t h i s . A l s o i n c h e c k i n g o u r v a r i o u s r i g h t s , we a r e 

i n v o l v e d i n t h e Devon d e v e l o p m e n t j u s t t o t h e 

s o u t h w e s t , own w e l l s w i t h them. A l s o w i t h Pogo and 

our own w e l l s , and a l s o Santa Fe E n e r g y , i n v o l v e d w i t h 

t h e i r D e l a w a r e w e l l s , and have compared t h o s e . These 

r u n a c t u a l l y l o w e r t h a n what we a r e b e i n g c h a r g e d on 

most o f t h e s e o t h e r p r o p e r t i e s o v e r h e r e u n d e r OJOA's. 

Q. A r e t h e y s u b s t a n t i a l l u g r e a t e r t h a n t h o s e 
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p u b l i s h e d ? 

A. Some o f t h o s e , t h e y were d r i l l e d u n d e r o l d 

deep w e l l s , and t h e y ' v e been e s c a l a t e d f r o m t h e e a r l y 

'80's; so i t ' s n o t a f a i r c o m p a r i s o n , I d o n ' t 

b e l i e v e . However, I know on some w e l l s i t ' s as h i g h 

as $700 v e r s u s o u r $500 p r o d u c i n g w e l l r a t e . 

Q. R e l a t i v e t o t h e p u b l i s h e d f i g u r e s , a r e t h e y 

s u b s t a n t i a l l y h i g h e r ? 

A. No, no. These a r e r i g h t i n l i n e , j u s t 

s l i g h t l y e s c a l a t e d , v e r y m i n i m a l l y . 

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

f u r t h e r . The w i t n e s s may be e x c u s e d . 

MR. CARR: A t t h i s t i m e we c a l l B r u c e 

I n s a l a c o . 

BRUCE INSALACO, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t 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 f o r t h e r e c o r d 

p l e a s e . 

A. I t ' s Bruce I n s a l a c o . 

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

A. M i d l a n d , Texas. 

Q. By whom a r e you employed? 
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1 A. Enron O i l and Gas. 

2 Q. And i n what c a p a c i t y ? 

3 A. As a p r o j e c t g e o l o g i s t . 

4 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 e 

5 D i v i s i o n ? 

6 A. Yes, I have. 

7 Q. A t t h e t i m e o f t h a t t e s t i m o n y , were y o u r 

8 c r e d e n t i a l s as a p e t r o l e u m g e o l o g i s t a c c e p t e d and made 

9 a m a t t e r o f r e c o r d ? 

10 A. Yes, t h e y were. 

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

12 D e l a w a r e f o r m a t i o n t h a t i s t h e s u b j e c t o f t h i s 

13 h e a r i n g ? 

14 A. Yes, I am. 

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

16 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 case? 

17 A. Yes, I have. 

18 MR. CARR: Are t h e w i t n e s s ' s q u a l i f i c a t i o n s 

19 a c c e p t a b l e ? 

20 EXAMINER CATANACH: They a r e . 

21 Q • (BY MR. CARR) Have you p r e p a r e d c e r t a i n 

22 e x h i b i t s f o r p r e s e n t a t i o n t o d a y ? 

23 A. Yes, I have. 

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

25 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 
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Mr. catanach? 

A. Yes. E x h i b i t No. 6 i s a p r o d u c t i o n map of 

the area. You can see on t h e map t h e proposed 

l o c a t i o n t h a t ' s been i d e n t i f i e d i n t h e 40-acre 

p r o r a t i o n u n i t around t h a t proposed l o c a t i o n . 

The t h r e e c o l o r s r e p r e s e n t t h e d i f f e r e n t 

p r o d u c i n g h o r i z o n s as coded down i n t h e legend. The 

Delaware i s an orange, Bone S p r i n g p r o d u c t i o n i s a 

green, and r e d i s t h e Morrow p r o d u c t i o n . And, ag a i n , 

our t e s t i s 8450-foot Delaware t e s t . 

And s t a r t i n g up i n t h e upper l e f t hand 

p o r t i o n of t h e p l a t , you can get a f e e l i n g f o r t h e 

t y p e of p r o d u c t i o n from t h e Delaware e s t a b l i s h e d i n 

the L i v i n g s t o n Ridge f i e l d . The 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 26, t h e No. 4 w e l l came on i n December 

'91. I t ' s produced 15,000 b a r r e l s , down t o 28 

b a r r e l s a day and 122 b a r r e l s of water. The No. 6 

w e l l , t h e south o f f s e t t o t h a t , came on i n A p r i l o f 

'92. I t ' s made 10,000 b a r r e l s . I t ' s down t o 22 

b a r r e l s of o i l a day. 

And as you move across towards t h e e a s t , 

you g e t a f e e l f o r t h e p r o d u c t i o n o u t t h e r e . The No. 

7 w e l l has made 11,000 b a r r e l s . The No. 2 w e l l has 

made 18,000 b a r r e l s . Then moving over i n t o S e c t i o n 

25, t h e southwest of t h e n o r t h w e s t q u a r t e r , t h e No. 2 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



17 

w e l l t h e r e came on i n J a n u a r y '92 and has made 14,000 

b a r r e l s , m a k i n g 56 b a r r e l s a day. The No. 1 i n t h e 

n o r t h e a s t o f t h e n o r t h w e s t has made 19,000 b a r r e l s , 

down t o 23 b a r r e l s o f o i l a day. 

And t h e n as you move c l o s e r t o t h e p r o p o s e d 

l o c a t i o n , we have a t e s t i n S e c t i o n 35. I t ' s a Y a t e s 

P e t r o l e u m w e l l t h a t p o t e n t i a l e d D e l a w a r e i n A p r i l o f 

'91 and d i d n o t even cum 1,000 b a r r e l s o f o i l b e f o r e 

t h e y p l u g g e d and abandoned t h e D e l a w a r e . 

Then t h e w e l l i n 36, t h e r e i s no D e l a w a r e 

p r o d u c t i o n t h e r e . M o v i n g o v e r t o w a r d s t h e e a s t i n 

S e c t i o n 32, i n Township 22 S o u t h , 32 E a s t , Y a t e s has 

r e c e n t l y d r i l l e d a w e l l t h e r e , t h e No. 2. I t ' s 

p o t e n t i a l e d i n O c t o b e r f o r 38 b a r r e l s a day and 178 

b a r r e l s o f w a t e r . 

And f i n a l l y t h e D e l a w a r e t e s t down i n 

S e c t i o n 18 o f 23 S o u t h , 32 E a s t , i s a r e c e n t l y 

r e c o m p l e t e d w e l l t h a t Texaco o p e r a t e d i n November o f 

'92. I t I P ' d a t 70 b a r r e l s a day and 70 b a r r e l s o f 

w a t e r . 

Q. Mr. I n s a l a c o , l e t ' s move now t o E x h i b i t No. 

7, y o u r c r o s s - s e c t i o n . I ' d ask you t o r e v i e w t h a t f o r 

t h e E x a m i n e r . 

A. The c r o s s - s e c t i o n i s i d e n t i f i e d on t h e 

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

EXAMINER CATANACH: Hang on a sec o n d , w o u l d 

you? 

THE WITNESS: Yes. I t ' s a b i g 

c r o s s - s e c t i o n . 

EXAMINER CATANACH: Yes. 

THE WITNESS: I i n c l u d e d t h e e n t i r e 

D e l a w a r e s e c t i o n on i t . T h e r e ' s a p p r o x i m a t e l y 4,000 

f e e t o f D e l a w a r e , and d i v i d e d t h e D e l a w a r e i n t o t h e 

t h r e e f a m i l i a r f o r m a t i o n s : B e l l Canyon, C h e r r y Canyon 

and B r u s h y Canyon. And t h i s i s a s t r a t i g r a p h i c 

c r o s s - s e c t i o n hung on t o p o f t h e D e l a w a r e as t h e 

datum. 

And t h e n s t a r t i n g on t h e l e f t - h a n d s i d e 

w i t h t h e Pogo P r o d u c i n g F e d e r a l 26 No. 4, w h i c h i s up 

i n t h e L i v i n g s t o n R i d g e F i e l d , you can see t h a t t h e 

p e r f o r a t e d i n t e r v a l i s down i n t h e l o w e r B r u s h y 

Canyon, and t h a t w e l l came on f o r 157 b a r r e l s a day. 

Moving a c r o s s t o t h e n e x t w e l l i s a n o t h e r 

Pogo p r o d u c i n g w e l l . And t h i s w e l l has t h e zone up a t 

6500 f o o t i n t h e C h e r r y Canyon t h a t i s open, and 

t h a t ' s t h e p r o d u c i n g i n t e r v a l . And t h e n m o v i n g a c r o s s 

t o t h e Y a t e s Ross AIT F e d e r a l No. 1 , t h a t w e l l a g a i n 

was p e r f o r a t e d down i n t h e l o w e r B r u s h y Canyon, and 

t h e w e l l p r o d u c e d l e s s t h a n two months b e f o r e i t was 
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plugged and abandoned. 

And t h e n moving over t o t h e Union of 

C a l i f o r n i a w e l l i n S e c t i o n 36, t h i s i s a Bone S p r i n g 

w e l l . I t t e s t e d a l i t t l e b i t i n t h e Morrow. They had 

come up and p e r f o r a t e d t h e lower Brushy Canyon. And 

as I've a n n o t a t e d a t t h e bottom o f t h e c r o s s - s e c t i o n , 

t h e y swabbed a b a r r e l o f o i l and 14 b a r r e l s of water 

i n one hour. They swabbed d r y and t h e n squeezed those 

p e r f s . 

Then moving over t o t h e JFG E n t e r p r i s e s , 

f o r m e r l y Santa Fe Energy P l a t i n u m 6 Fe d e r a l No. 1, 

south about a m i l e o f f s e t t o t h e proposed l o c a t i o n , 

t h e y have t h e same lower Brushy Canyon sands developed 

but t h e y have never been t e s t e d . 

And then t h e l a s t w e l l on t h e c r o s s - s e c t i o n 

a t t h e r i g h t i s a Texaco. R e c e n t l y t h e y r e e n t e r e d 

t h a t w e l l and again recompleted i t i n November f o r 70 

b a r r e l s a day i n the lower Brushy Canyon. 

And t h e purpose of t h i s c r o s s - s e c t i o n again 

was, where we're f o c u s i n g i s a t t h e lower Brushy 

Canyon i n t e r v a l , but t h e r e are some w e l l s i n t h e 

L i v i n g s t o n Ridge F i e l d t h a t are a l s o p r o d u c i n g out of 

th e Cherry Canyon as t h e second w e l l on t h e 

c r o s s - s e c t i o n i n d i c a t e s . 

Q. (BY MR. CARR) Mr. I n s a l a c o , l e t ' s now go 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



20 

t o E x h i b i t No. 8, y o u r s t r u c t u r e map, and i f you c o u l d 

now r e v i e w t h i s f o r Mr. Ca t a n a c h . 

A. T h i s i s a s t r u c t u r e map on t o p o f t h e l o w e r 

B r u s h y Canyon m a r k e r , a p p r o x i m a t e l y 260 f e e t above t h e 

t o p o f t h e Bone S p r i n g . The w e l l s h i g h l i g h t e d w i t h 

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

B r u s h y Canyon. The o t h e r w e l l s , a g a i n , t h a t a r e 

h i g h l i g h t e d w i t h j u s t open c i r c l e s a r e D e l a w a r e 

p r o d u c e r s , b u t t h e y a r e n o t l o w e r B r u s h y Canyon-

D e l a w a r e p r o d u c e r s . T h e y ' r e C h e r r y Canyon i n t e r v a l s . 

What you see i s t h e s t r u c t u r e map c o n t o u r e d 

on 2 , 5 0 0 - f o o t i n t e r v a l , t h a t o u r p r o p o s e d l o c a t i o n i s 

a p p r o x i m a t e l y 100, 150 f o o t downdip t o t h e L i v i n g s t o n 

R i d g e d e v e l o p m e n t . We a r e a p p r o x i m a t e l y 70, 60 f e e t 

d o w ndip f r o m t h e Ya t e s w e l l i n S e c t i o n 35 where t h e y 

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

And we're s t r u c t u r a l l y i n a s i m i l a r p o s i t i o n t o t h e 

r e c e n t l y r e c o m p l e t e d Texaco w e l l down t o t h e s o u t h . 

Q. L e t ' s go t o E x h i b i t No. 9. Would you 

i d e n t i f y t h a t and r e v i e w i t ? 

A. E x h i b i t No. 9, a g a i n , because we're 

f o c u s i n g i n on t h e l o w e r B r u s h y , t h i s i s a n e t 

p o r o s i t y i s o p a c h o f t h e l o w e r B r u s h y Canyon. The two 

v a l u e s n e x t t o t h e w e l l s a r e , f i r s t o f a l l , p o r o s i t y 

-- excuse me -- p o r o s i t y t h a t i s g r e a t e r t h a n o r 
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e q u a l t o 12 p e r c e n t i n t h e l o w e r B r u s h y i n t e r v a l , and 

t h a t ' s what t h e map i s i s o p a c h e d upon. And t h e n t h e 

o t h e r v a l u e b e l o w t h e s l a s h i s t h e g r o s s l o w e r B r u s h y 

i n t e r v a l f r o m t h e l o w e r B r u s h y m a r k e r t o t h e t o p o f 

t h e Bone S p r i n g . 

And what you can see h e r e i s , a g a i n , I ' v e 

h i g h l i g h t e d t h e l o w e r B r u s h y Canyon p r o d u c e r s . I f you 

l o o k up t o t h e n o r t h i n t h e L i v i n g s t o n R i d g e , y o u ' r e 

l o o k i n g a t a p p r o x i m a t e l y 79, 136, 126 f e e t o f n e t sand 

o r n e t p o r o s i t y d e v e l o p m e n t i n t h e sands. As y ou move 

down t o t h e w e l l i n S e c t i o n 35, t h a t Y a t e s t e s t e d had 

52 n e t f e e t . 

The U n o c a l w e l l where t h e y p e r f o r a t e d and 

abandoned t h e zone i n S e c t i o n 36 has 64 f e e t . The 

Texaco w e l l down t o t h e s o u t h i s 51 f e e t , and t h e 

r e c e n t Y a t e s c o m p l e t i o n o v e r i n S e c t i o n 32 i s 62 f e e t , 

and we're e s t i m a t i n g t h a t we s h o u l d have a p p r o x i m a t e l y 

60 t o 70 f e e t o f n e t p o r o s i t y d e v e l o p m e n t . 

Q. Mr. I n s a l a c o , w o u l d you now r e f e r t o Enron 

E x h i b i t No. 10, and u s i n g t h i s e x h i b i t , summarize t h e 

c o n c l u s i o n s t h a t you have r e a c h e d c o n c e r n i n g t h e r i s k s 

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

A. J u s t g o i n g down t h a t AFE, d r y h o l e c o s t o f 

$266,000 as P a t has r e c e n t l y s t a t e d , c o m p l e t e w e l l 

c o s t o f $528,000. We t h i n k t h a t t h e r e i s q u i t e a b i t 
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of r i s k i n t h e p r o s p e c t . The n e a r e s t commercial 

Delaware p r o d u c t i o n i s a p p r o x i m a t e l y two m i l e s t o t h e 

no r t h w e s t i n t h e L i v i n g s t o n Ridge f i e l d . 

We have noncommercial Delaware p r o d u c t i o n 

i n S e c t i o n 35 from t h e Yates c o m p l e t i o n . We have 

another w e l l i n S e c t i o n 36 which i s a l i t t l e b i t 

c l o s e r t h a n t h a t t h a t t h e y p e r f o r a t e d and abandoned 

the h o r i z o n . We f e e l t h a t i n d r i l l i n g Delaware w e l l s 

t h a t w e ' l l have t o s e t p i p e and f r a c t u r e s t i m u l a t e t h e 

f o r m a t i o n t o get an e f f e c t i v e t e s t on what t h e 

Delaware can do. And as you can see from t h e 

p r o d u c t i o n p l a t , t h e r e are a number of Delaware 

producers out here t h a t we judge t o be noncommercial. 

Q. Are you prepared t o make a recommendation 

t o t h e examiner as t o t h e r i s k p e n a l t y t h a t s h o u l d be 

assessed a g a i n s t M i t c h e l l as a nonconsenting i n t e r e s t 

owner i n t h e w e l l ? 

A. Yes. And I would recommend t h e maximum 

r i s k p e n a l t y of 200 p e r c e n t . 

Q. Were E x h i b i t s 6 t h r o u g h 10 prep a r e d by you, 

or have you reviewed them and can you t e s t i f y as t o 

t h e i r accuracy? 

A. Yes, they have been prepared by me. 

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

would move t h e admission of Enron E x h i b i t s 6 t h r o u g h 
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10 . 

EXAMINER CATANACH: E x h i b i t s 6 through 10 

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 d i r e c t 

e x a m i n a t i o n of Mr. I n s a l a c o . 

EXAMINER CATANACH: I have no q u e s t i o n s of 

the w i t n e s s . He may be excused. 

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

c a s e . 

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r , Case 10740 w i l l be t a k e n under advisement. 

THE WITNESS: Thank you. 
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