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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 FORCENERGY GAS 
EXPLORATION, INC. 

CASE NO. 10 ,992 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

J u l y 7, 1994 

Santa Fe, New Mexico 

2 7 1994 

This matter came on f o r hearing before the O i l 

Conservation D i v i s i o n on Thursday, J u l y 7, 1994, a t Morgan 

H a l l , State Land O f f i c e B u i l d i n g , 310 Old Santa Fe T r a i l , 

Santa Fe, New Mexico, before 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 

11:01 a.m.: 

EXAMINER CATANACH: Okay, a t t h i s time w e ' l l c a l l 

Case 10,992, A p p l i c a t i o n of Forcenergy Gas E x p l o r a t i o n , 

I n c . , f o r compulsory p o o l i n g and an unorthodox gas w e l l 

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

Are there appearances i n t h i s case? 

MS. TRUJILLO: Yes, Tanya T r u j i l l o from the 

Santa Fe law f i r m of Campbell, Carr, Berge and Sheridan, 

enters an appearance on behalf of the A p p l i c a n t . 

Mr. Examiner, I be l i e v e t h i s case was heard on 

June 9 t h , 1994. I t was continued a t t h a t time because i t 

was — one a d d i t i o n a l p a r t y was i d e n t i f i e d t h a t needed t o 

be served w i t h n o t i c e . 

At t h i s time I have an a f f i d a v i t from W i l l i a m 

Carr, Second A f f i d a v i t , i n d i c a t i n g — This a f f i d a v i t 

i n d i c a t e s t h a t n o t i c e was given t o Pl a i n s Radio 

Broadcasting Company, which was the a d d i t i o n a l p a r t y t h a t 

was not given n o t i c e f o r the June 9th hearing. 

At t h i s time, I would request t h a t the case be 

taken under advisement, based on the record made on June 

9t h , and the Second A f f i d a v i t be inco r p o r a t e d i n t o t h a t 

r e c o r d . 

EXAMINER CATANACH: Okay, the Second A f f i d a v i t 

w i l l be incorporated i n t o the record of t h i s case. 

CUMBRE COURT REPORTING 
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And are there any additional appearances or 

testimony at t h i s time? 

There being none, Case 10,992 w i l l be taken under 

advisement. 

MS. TRUJILLO: Thank you. 

EXAMINER CATANACH: Thank you. 

(Thereupon, these proceedings were concluded at 

11:03 a.m.) 

* * * 

I do hereby certify that the foregoing is 
a com plete record of the proceedings In 
the Examiner hearina af Case No/0rrQ> 
heard-feyjTie on / o h 7 s 

Oil Conservation Division 
, Examiner 
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A P P E A R A N C E S 

FOR THE APPLICANT: 

CAMPBELL, CARR, BERGE & SHERIDAN, P.A. 
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EXAMINER MORROW: W e ' l l s t a r t a g a i n , 

and c a l l Case 10992, T h i s i s t h e a p p l i c a t i o n o f 

F o r c e n e r g y Gas E x p l o r a t i o n f o r c o m p u l s o r y p o o l i n g 

and u n o r t h o d o x gas w e l l l o c a t i o n i n Lea County, 

New Me x i c o . 

C a l l f o r a p p e a r a n c e s . 

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. C a r r w i t h t h e Santa Fe law 

f i r m , C a m p b e l l , C a r r , Berge & S h e r i d a n . We 

r e p r e s e n t F o r c e n e r g y Gas E x p l o r a t i o n , I n c . , and I 

have two w i t n e s s e s . 

EXAMINER MORROW: W i l l t h e w i t n e s s e s 

s t a n d and be sworn. 

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

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

Baia m o n t e . 

Mr. Morrow, as I ' v e p r e v i o u s l y a d v i s e d 

t h e D i v i s i o n , t h e r e i s one i n t e r e s t owner s o u t h 

o f t h e a c r e a g e a t i s s u e h e r e t o d a y t o w a r d whom 

t h i s w e l l i s b e i n g moved, who d i d n o t r e c e i v e 

n o t i c e . 

We r e g u e s t a u t h o r i t y t o go f o r w a r d , t o 

p r e s e n t our case t o d a y , we w i l l p r o v i d e n o t i c e t o 

t h a t i n d i v i d u a l , and ask t h a t t h e case be 

c o n t i n u e d a f t e r we p r e s e n t i t u n t i l t h e d o c k e t 

CUMBRE COURT REPORTING 
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c u r r e n t l y s c h e d u l e d f o r J u l y t h e 7 t h . 

EXAMINER MORROW: I t j u s t needs more 

n o t i c e ? I t d o e s n ' t need t o be r e a d v e r t i s e d ? 

MR. CARR: T h a t ' s c o r r e c t . I t ' s 

c o r r e c t l y a d v e r t i s e d . We have j u s t one 

a d d i t i o n a l p a r t y we need t o be s u r e has n o t i c e o f 

th e a p p l i c a t i o n . 

EXAMINER MORROW: A l l r i g h t . W e ' l l do 

t h a t . 

MELVIM J . BAIAMONTE. JR. 

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 name f o r t h e 

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

A. M e l v i n J. Ba i a m o n t e . 

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

A. M i a m i , F l o r i d a . 

Q. By whom a r e you employed? 

A. I'm a l a n d manager w i t h F o r c e n e r g y Gas 

E x p l o r a t i o n Company, I n c . 

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. No, I have n o t . 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

16 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

23 

24 

25 

5 

Q. Co u l d you b r i e f l y summarize f o r Mr. 

Morrow y o u r e d u c a t i o n a l b a c k g r o u n d , and t h e n j u s t 

b r i e f l y r e v i e w y o u r work e x p e r i e n c e ? 

A. I r e c e i v e d a BBA f r o m L o y o l a U n i v e r s i t y 

i n New O r l e a n s , and I have o v e r 15 y e a r s ' 

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

l a n d s e c t o r . 

Q. These l a s t 15 y e a r s you've been w o r k i n g 

as a p e t r o l e u m landman? 

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 o f F o r c e n e r g y Gas 

E x p l o r a t i o n , I n c . ? 

A. Yes, I am. 

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

a c r e a g e and t h e s t a t u s o f t h o s e l a n d s ? 

A. Yes, l a m . 

MR. CARR: We t e n d e r Mr. Baiamonte as 

an e x p e r t i n p e t r o l e u m l a n d m a t t e r s . 

EXAMINER MORROW: H i s q u a l i f i c a t i o n s 

a r e a c c e p t e d . 

Q. Cou l d you b r i e f l y s t a t e what F o r c e n e r g y 

seeks w i t h t h i s a p p l i c a t i o n ? 

A. F o r c e n e r g y seeks t o o b t a i n t h e a p p r o v a l 

f o r p o o l i n g and an u n o r t h o d o x gas w e l l l o c a t i o n 
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i n t h e e a s t e r n h a l f o f S e c t i o n 14, Township 17 

So u t h , Range 35 E a s t . 

Q. The w e l l l o c a t i o n i s what? 

A. The w e l l l o c a t i o n i s 1600 f e e t f r o m t h e 

s o u t h l i n e and 1800 f e l t f r o m t h e e a s t l i n e o f 

Sect i o n 14. 

Q. So t h e w e l l i s t o o f a r t o t h e s o u t h , 

n o t b e i n g a 1980 s e t b a c k f r o m t h a t s o u t h l i n e o f 

t h e u n i t ? 

A. Yes. 

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 i n t h i s case? 

A. Yes, I have. 

Q. Co u l d you r e f e r t o what has been marked 

F o r c e n e r g y 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. Morrow? 

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

i n d i c a t e s t h e e a s t e r n h a l f o f S e c t i o n 14. I t 

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

Texaco and P h i l l i p s , as w e l l as t h e r e m a i n i n g 

o w n e r s h i p by F o r c e n e r g y . 

Q. What p e r c e n t a g e o f t h e a c r e a g e 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 a t t h i s t i m e ? 

A. Of t h e 320 a c r e s , 240 has been 

c o m m i t t e d , or 75 p e r c e n t o f i t . 

CUMBRE COURT REPORTING 
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Q. We're t a l k i n g a b o u t an A t o k a w e l l , so 

we're d e a l i n g w i t h a s t a n d a r d 3 2 0 - a c r e u n i t f o r 

t h a t w e l l , i s t h a t r i g h t ? 

A. Yes. 

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

E x h i b i t No, 2. Would you j u s t i d e n t i f y t h a t f o r 

t h e Examiner? 

A. Yes. E x h i b i t No. 2 i s a breakdown o f 

o w n e r s h i p f o r t h e e a s t e r n h a l f o f S e c t i o n 14. 

Q. I t shows a t t h i s t i m e Texaco and 

P h i l l i p s each own a 4 0 - a c r e t r a c t i n t h e e a s t 

h a l f o f t h i s s e c t i o n ? 

A. Yes, i t does. 

Q. Would you go t o what has been marked 

E x h i b i t No. 3, and summarize t h e e f f o r t s o f 

F o r c e n e r g y t o o b t a i n t h e v o l u n t a r y p a r t i c i p a t i o n 

o f Texaco and P h i l l i p s i n t h e p r o p o s e d w e l l ? 

A. Back i n March o f t h i s y e a r , 1994, phone 

c a l l s were made t o b o t h Texaco and P h i l l i p s . 

They were f o l l o w e d up by l e t t e r s , a l s o d a t e d 

March o f 1994. These l e t t e r s were b o t h m a i l e d 

and f a x e d . 

Phone c a l l s were a l s o made c o n f i r m i n g 

t h a t Texaco and P h i l l i p s r e c e i v e d t h e f a x . 

S i n c e t h a t t i m e , we've had d i s c u s s i o n s 

CUMBRE COURT REPORTING 
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w i t h P h i l l i p s . We a r e a t t h e p o i n t , we have come 

t o an agreement o f a t r a d e ; however, we're s t i l l 

n e g o t i a t i n g c e r t a i n l a n g u a g e w i t h i n t h e 

agreement. 

Texaco, on t h e o t h e r hand, i m m e d i a t e l y 

s e n t a l e t t e r d e n y i n g our r e q u e s t s , and we've had 

sub s e q u e n t c o n v e r s a t i o n s w i t h Texaco. 

EXAMINER MORROW: I d i d n ' t u n d e r s t a n d 

what you s a i d . 

A. We've had su b s e q u e n t c o n v e r s a t i o n s w i t h 

Texaco s i n c e t h e n . 

Q. When d i d you most r e c e n t l y v i s i t w i t h 

Texaco ? 

A. T h i s p a s t F r i d a y . 

MR. CARR: Mr. Examiner, s i n c e l a s t 

J r i . l a y , I have been c o n t a c t e d by Texaco t o a d v i s e 

t h a t t h e y were n o t g o i n g t o p a r t i c i p a t e i n t h e 

h e a r i n g o r o b j e c t t o t h e p o o l i n g g o i n g f o r w a r d . 

EXAMINER MORROW: The y ' r e n o t g o i n g t o 

do e i t h e r one ? 

MR. CARR: E i t h e r one. 

Q. Now, Mr. Ba i a m o n t e , E x h i b i t 3 c o n t a i n s 

t h e c o p i e s o f t h e l e t t e r s i n i t i a l l y s e n t t o 

Texaco and P h i l l i p s t h a t i n i t i a t e d y o u r 

n e g o t i a t i o n s ? 

CUMBRE COURT REPORTING 
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A. Yes. 

Q. As soon as y o u ' r e a b l e t o a c t u a l l y s i g n 

y o u r agreement w i t h P h i l l i p s , t h e y w o u l d no 

l o n g e r be s u b j e c t t o t h i s p o o l i n g a p p l i c a t i o n ? 

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

Q. I n y o u r o p i n i o n , d i d you make a 

g o o d - f a i t h e f f o r t t o r e a c h v o l u n t a r y agreement 

w i t h b o t h P h i l l i p s and Texaco, and v o l u n t a r i l y 

b r i n g them i n t o t h i s p r o j e c t ? 

A. Yes, I b e l i e v e we have. 

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 h i s h e a r i n g has been 

p r o v i d e d , as r e q u i r e d by OCD r u l e s , t o Texaco, 

P h i l l i p s , and J. M. Huber C o r p o r a t i o n ? 

A. Yes, i t i s . 

Q. We have one a d d i t i o n a l i n t e r e s t owner 

o f f s e t t i n g t h e p r o p e r t y t o t h e w e s t , t h a t we a r e 

a l s o now p r o v i d i n g n o t i c e t o ? 

A. Yes. 

Q. I s i t F o r c e n e r g y ' s d e s i r e t h a t t h i s 

case be c o n t i n u e d u n t i l J u l y t h e 7 t h , t o l e t t h e 

n o t i c e r u n on a l l i n t e r e s t owners? 

A. Yes, i t i s . 

Q. W i l l F o r c e n e r g y a l s o be c a l l i n g an 

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

CUMBRE COURT REPORTING 
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p o r t i o n s o f t h i s case? 

A . Yes, we w i l l . 

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 o r c o m p i l e d a t y o u r d i r e c t i o n ? 

c o m p i l e d by me, yes. 

MR. CARR: Mr. Morrow, a t t h i s t i m e we 

wo u l d move t h e a d m i s s i o n o f F o r c e n e r g y E x h i b i t s 1 

t h r o u g h 4. 

EXAMINER MORROW: E x h i b i t s 1 t h r o u g h 4 

ar e admi t t e d . 

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 o f Mr. Baia m o n t e . 

EXAMINATION 

BY EXAMINER MORROW: 

Q. Mr. Baiam o n t e , J. M. Huber, a r e t h e y 

i n v o l v e d j u s t as an o f f s e t o p e r a t o r , o r n o t i n 

any way o t h e r t h a n an i n t e r e s t owner, I suppose? 

A. We t h o u g h t i t p r u d e n t t o n o t i f y J. M. 

Huber because we r e c e i v e d t h i s a c r e a g e v i a 

a c g u i s i t i o n s f r o m Enron C o r p o r a t i o n , who r e c e i v e d 

a t e r m a s s i g n m e n t f r o m J. M. Huber C o r p o r a t i o n . 

S p e c i f i c a l l y , i n t h e t e r m a s s i g n m e n t , we a r e 

o b l i g a t e d t o d r i l l a w e l l by a c e r t a i n d a t e t h i s 

y e a r ; o t h e r w i s e , t h e a c r e a g e w i l l r e v e r t back t o 

A . They were e i t h e r p r e p a r e d by me or 
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Huber. B e i n g p r u d e n t , we t h o u g h t i t b e s t t o 

n o t i f y Huber, and we've had t e l e p h o n e 

c o n v e r s a t i o n s w i t h them. 

Q. What was t h e d a t e a g a i n ? D r i l l a w e l l 

by when? 

A, September 1, 1994. 

EXAMINER MORROW: Thank y o u , s i r . 

MR. CARR: Mr. Morrow, a t t h i s t i m e we 

wo u l d c a l l C h r i s W o l f a r t h . 

CHRISTOPHER N. WOLFARTH 

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. My name i s C h r i s t o p h e r N. W o l f a r t h . 

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

A. F o r t L a u d e r d a l e , F l o r i d a . 

Q. By whom a r e you employed and i n what 

capac i t y ? 

A. F o r c e n e r g y Gas E x p l o r a t i o n , 

I n c o r p o r a t e d , as an e x p l o i t a t i o n e n g i n e e r . 

Q. Mr. W o l f a r t h , 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 ? 
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A. I have. 

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

were y o u r c r e d e n t i a l s as an e x p e r t i n p e t r o l e u m 

e n g i n e e r i n g 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. They 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 on b e h a l f o f F o r c e n e r g y Gas 

E x p l o r a t i o n , I n c . ? 

A. I am. 

Q. Are you f a m i l i a r — h a v e you made an 

e n g i n e e r i n g s t u d y o f t h e a c r e a g e 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. Yes, I have. 

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 a c c e p t a b l e ? 

EXAMINER MORROW: They a r e . 

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 h e r e t o d a y ? 

A. Yes, I have. I ' v e p r e p a r e d and w i l l 

s u b m i t two e x h i b i t s , one b e i n g an AFE t o d r i l l a 

t e s t w e l l o f t h e A t o k a and Morrow f o r m a t i o n s , and 

th e o t h e r e x h i b i t i s a n e t p o r o s i t y i s o p a c h map 

of t h e A t o k a A-3 s a n d s t o n e , w h i c h i s t h e 

o b j e c t i v e f o r m a t i o n . 

Q. 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 
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p r o p o s e d w e l l t h e Atoka? 

A. Yes, i t i s . 

Q. L e t ' s go t o y o u r AFE, E x h i b i t No. 5. 

Would you i d e n t i f y t h a t and r e v i e w i t f o r Mr. 

Morrow? 

A. T h i s e x h i b i t i s a w e l l c o s t e s t i m a t e t o 

d r i l l and c o m p l e t e a 1 3 , 0 0 0 - f o o t t e s t w e l l o f t h e 

A t o k a and Morrow f o r m a t i o n s . The w e l l i s 

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

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

a p p r o x i m a t e l y 12,880 f e e t , i n t h e o f f s e t t i n g 

w e l l , t h e Shoe Bar 14 S t a t e Com No. 1 w e l l , i n 

t h e w e s t e r n o n e - h a l f o f S e c t i o n 14. 

Q. What i s t h e t o t a l c o s t f o r a c o m p l e t e d 

w e l l on t h i s t r a c t ? 

A. The t o t a l c o m p l e t e d w e l l c o s t i s 

$1,338,725. 

Q. Are 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 

been c h a r g e d by o t h e r o p e r a t o r s f o r s i m i l a r w e l l s 

i n t h e area? 

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

Q. Has F o r c e n e r g y d r i l l e d o t h e r A t o k a 

f o r m a t i o n w e l l s i n t h e i m m e d i a t e area? 

A. No, F o r c e n e r g y has n o t d r i l l e d an A t o k a 

f o r m a t i o n w e l l i n t h i s a r e a . However, we do 
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o p e r a t e f i v e o t h e r A t o k a w e l l s i m m e d i a t e l y i n t h e 

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

Q. Mr. W o l f a r t h , a r e you p r e p a r e d t o make 

a r e c o m m e n d a t i o n t o t h e Examiner c o n c e r n i n g 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 a s s e s s e d a g a i n s t any 

n o n c o n s e n t i n g i n t e r e s t owners? 

A. Yes, I am. F o r c e n e r g y recommends t h e 

maximum r i s k p e n a l t y a l l o w e d by s t a t u t e be 

ass e s s e d a g a i n s t t h e n o n c o n s e n t i n g i n t e r e s t 

owners. 

Q. Upon what do you base t h i s 

r e commendation? 

A. T h i s r e c o m m e n d a t i o n i s based on t h e 

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

d r i l l i n g an A t o k a n age r e s e r v o i r . The A t o k a 

s y s t e m a t Shoe Bar F i e l d i s i n t e r p r e t e d t o be a 

p r o g r a d i n g s y s t e m o f beaches and b a r s d e p o s i t e d 

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

T r a p p i n g i s most commonly s t r a t i g r a p h i c w i t h 

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

c r o s s - s e c t i o n . L a t e r a l s h a l e o u t i s a b r u p t . A 

near o f f s e t t o a c o m m e r c i a l w e l l can be d e v o i d o f 

any sand a t a i l . P r o d u c t i o n f r o m t h e A t o k a i s 

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

An example o f t h i s i s shown on E x h i b i t 
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No . 5 . E x h i b i t No. 5 i s - -

Q • I t h i n k t h a t ' s E x h i b i t No. 6. 

A . I a p o l o g i z e . E x h i b i t No. 6 i s a n e t 

sand t h i c k n e s s o r i s o p a c h map o f t h e o b j e c t i v e 

A t o k a A-3 s a n d s t o n e r e s e r v o i r . The map w h i c h you 

are r e v i e w i n g i s c o n t o u r e d on 1 0 - f o o t sand 

t h i c k n e s s i n t e r v a l s , where p o r o s i t y exceeds e i g h t 

p e r c e n t . 

l o w e r l i m i t f o r e s t a b l i s h i n g c o m m e r c i a l 

p r o d u c t i o n a t Shoe Bar F i e l d . On t h e map, we 

have i d e n t i f i e d t h r e e A t o k a r e s e r v o i r s w h i c h 

u n d e r l i e a s i x - s q u a r e m i l e a r e a i n t h e v i c i n i t y 

of F o r c e n e r g y ' s p r o p o s e d l o c a t i o n . 

p e n e t r a t i o n s . Of t h e s e p e n e t r a t i o n s , 17 w e l l s 

a r e c o m p l e t e d i n t h e A t o k a A-3 sand, and t h e 

r e m a i n i n g 12 w e l l s were d r y , w i t h no A t o k a sand. 

e s t i m a t e s t h a t t h e r e a r e a t l e a s t t h r e e w e l l s 

w h i c h w i l l n o t pay o u t t h e i r o v e r a l l d r i l l i n g and 

c o m p l e t i o n c o s t s . T h i s r e p r e s e n t s no g r e a t e r 

t h a n a 48 p e r c e n t s u c c e s s r a t i o o f e s t a b l i s h i n g a 

c o m m e r c i a l A t o k a c o m p l e t i o n . 

T h i s p o r o s i t y v a l u e i s c o n s i d e r e d t h e 

H i g h l i g h t e d i n t h i s a r e a a r e 29 A t o k a 

Of t h e c o m p l e t e d w e l l s , F o r c e n e r g y 

F o r c e n e r g y w i l l d r i l l t h e Shoe Bar 14 
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S t a t e Com No. 2 w e l l based p r i m a r i l y on t h e 

p r o d u c t i o n p e r f o r m a n c e o b s e r v e d i n t h e o f f s e t t i n g 

Shoe Bar 14 S t a t e Com No. 1 w e l l , l o c a t e d i n t h e 

w e s t e r n h a l f o f S e c t i o n 14. 

S u b s u r f a c e w e l l c o n t r o l and e x i s t i n g 

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

S e c t i o n 14 o f f e r m i n i m a l s u p p o r t f o r t h i s 

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

S e c t i o n 1 1 , and two d r y h o l e s d r i l l e d t o t h e 

s o u t h w e s t and s u t h e a s t i n S e c t i o n s 23 and 24, 

ar e w i t h i n a o n e - a n d - o n e - h a l f m i l e r a d i u s o f t h e 

p r o p o s e d we 11. 

The s e i s m i c d a t a i d e n t i f i e d on y o u r map 

as l i n e s E - l and 83-13 a r e used t o i d e n t i f y an 

A t o k a b a r anomaly. The n o r t h / s o u t h l i n e 13 was 

t o o low i n f r e q u e n c y t o be o f any v a l u e . The 

t h i n A t o k a sand i s d i f f i c u l t t o image on t h i s 

s e i s m i c d a t a . 

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

h i g h r i s k , w i t h a s u c c e s s f u l outcome e x p e c t e d o f 

no g r e a t e r t h a n 1 i n 4, o r 25 p e r c e n t . 

Q. You have e x p l a i n e d why F o r c e n e r g y 

c o n s i d e r s t h i s a h i g h - r i s k v e n t u r e . L o o k i n g a t 

E x h i b i t No. 6, c o u l d you s i m p l y e x p l a i n t o t h e 

Examiner why you've s e l e c t e d an u n o r t h o d o x 
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l o c a t i o n somewhat s o u t h o f t h e s t a n d a r d l o c a t i o n 

f o r an e a s t h a l f u n i t ? 

A. A g a i n , based upon t h e s e i s m i c 

i n f o r m a t i o n a v a i l a b l e t o us and our s u b s u r f a c e 

i n t e r p r e t a t i o n , we've i d e n t i f i e d what we b e l i e v e 

t h e t h i c k e s t p a r t o f t h e A t o k a r e s e r v o i r t o be, 

a t a l o c a t i o n a t our p r o p o s e d w e l l l o c a t i o n . 

We've chosen our l o c a t i o n as f a r n o r t h 

as we f e e l i s r e a s o n a b l e p o s s i b l y t o s t a y w i t h i n 

t h e anomaly w h i c h we've i d e n t i f i e d , and t h a t 

l o c a t i o n i s 1,600 f e e t f r o m t h e s o u t h l i n e . 

Q. T h i s e x h i b i t a l s o shows, shaded i n 

y e l l o w , F o r c e n e r g y a c r e a g e i n t h e area? 

A. Yes, i t does. 

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 w h i l e d r i l l i n g 

t h i s 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 t ' s 

s u c c e s s f u l ? 

A. Yes, I have. 

Q. What a r e t h o s e f i g u r e s ? 

A. Those f i g u r e s a r e $6,050 a month, and 

$605 a month, r e s p e c t i v e l y . 

Q. What i s t h e s o u r c e o f t h e s e f i g u r e s ? 

A. The s o u r c e i s based on a 1993 

p u b l i c a t i o n , E r n s t & Young. 
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Q. Do you r e q u e s t t h a t t h e o r d e r w h i c h 

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

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

A. Yes, I do. 

Q. Are 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 area? 

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

Q. And you recommend t h a t t h e s e o v e r h e a d 

a d m i n i s t r a t i v 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 t h e 

o r d e r t h a t r e s u l t s f r o m t h i s h e a r i n g ? 

A. Yes, I do. 

Q. Does F o r c e n e r g y Gas E x p l o r a t i o n , I n c . 

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 1 ? 

A. Yes, t h e y do. 

Q . Mr. W o l f a r t h , i n y o u r o p i n i o n , w i l l t h e 

g r a n t i n g 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 r e s u l t i n t h e r e c o v e r y o f h y d r o c a r b o n s 

t h a t o t h e r w i s e w i l l n o t be prod u c e d ? 

A. Yes. 

Q. W i l l t h i s a p p l i c a t i o n o t h e r w i s e 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 ste 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, i t w i l l . 
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Q. Were E x h i b i t s 5 and 6 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 ? 

A. Yes, t h e y were. 

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

move t h e a d m i s s i o n i n e v i d e n c e o f F o r c e n e r g y 

E x h i b i t s 5 and 6. 

EXAMINER MORROW: 5 and 6 a r e 

admi t t e d . 

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 o f t h i s w i t n e s s . 

EXAMINATION 

BY EXAMINER MORROW: 

Q. Would you e x p l a i n t h e r e a s o n f o r moving 

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

l e a s e l i n e and make i t u n o r t h o d o x ? 

A. As I s t a t e d e a r l i e r , we have r e v i e w e d 

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

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

those which are r e p r e s e n t e d on the p o r o s i t y map 

as being the e a s t / w e s t l i n e s , 83-13, and l i n e 

~ - 1 

On b o t h o f t h o s e l i n e s , we're a b l e t o 

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

i s a n a l o g o u s w i t h t h e a m p l i t u d e r e s p o n s e seen on 

l i n e E - l t o w a r d s t h e w e s t , and a p r e v i o u s l y 
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d e v e l o p e d A t o k a b ar sy s t e m . 

Based upon our i n t e r p r e t a t i o n , we have 

c o n t o u r e d t h e maximum sand t h i c k n e s s t o f a l l 

w i t h i n t h o s e two a m p l i t u d e r e s p o n s e s , and what we 

are a t t e m p t i n g t o do i s s t a y w i t h i n t h a t maximum 

sand t h i c k n e s s . And t h a t l o c a t i o n w h i c h we have 

chosen, we b e l i e v e i s as f a r n o r t h as we w o u l d 

l i k e t o t a k e i t and s t i l l s t a y w i t h i n t h o s e 

r e s p o n s e s . 

Q. The w e l l i n t h e west h a l f o f t h e 

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

two f o o t o f p o r o s i t y o v e r e i g h t p e r c e n t . What 

k i n d o f p r o d u c t i o n a r e you o b t a i n i n g f r o m t h a t 

w e l l on a d a i l y b a s i s ? 

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

and t h e w e l l ' s c a p a b l e o f d e l i v e r i n g 220,000 Mcf 

of gas a day, and a l s o 13 t o 15 b a r r e l s o f 

co n d e n s a t e a day. The w e l l h a s — 

Q. 2.2 m i l l i o n ? 

A. No, o n e - q u a r t e r m i l l i o n , 225,000. 

Q. How much c o n d e n s a t e ? 

13 t o 15 b a r r e l s p e r day. 

Q. I n y o u r e c o n o m i c s , what d i d you 

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

w o u l d p r o d u c e ? 
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A, The i n i t i a l r a t e we used on our 

p r o p o s e d w e l l was t h r e e m i l l i o n c u b i c f e e t o f gas 

a day . 

Q. What's t h e b a s i s ? I guess j u s t t h e 

t h i c k e r p r o d u c i n g f o r m a t i o n , o r d i d t h a t o t h e r 

w e l l i n i t i a l l y make more t h a n i t ' s making now? 

A. No, t h e w e l l i n t h e e a s t e r n h a l f o f 

S e c t i o n 14 i s a w e l l t h a t has been d e m o n s t r a t e d 

or i s d e m o n s t r a t e d t o be damaged downhole, has a 

v e r y h i g h s k i n f a c t o r a s s o c i a t e d w i t h i t . 

Enron O i l & Gas, who was t h e p r i o r 

o p e r a t o r o f t h a t w e l l , has a t t e m p t e d s e v e r a l a c i d 

s t i m u l a t i o n s and a l s o f r a c t u r e s t i m u l a t i o n s t o 

im p r o v e t h e p r o d u c t i o n r a t e on i t . A l l t h e 

s t i m u l a t i o n s were u n s u c c e s s f u l , and t h e w e l l has 

m a i n t a i n e d t h a t 225,000 a day d e l i v e r y r a t e f o r 

a p p r o x i m a t e l y n i n e y e a r s now. 

I f you l o o k a t t h e p r o d u c t i o n volumes 

or d e 1 i v e r a b i 1 i t i e s on t h e o t h e r w e l l s t h a t I ' v e 

i d e n t i f i e d as A t o k a c o m p l e t i o n s , an undamaged 

c o m p l e t i o n w i l l , more t y p i c a l l y , d e l i v e r i n t h e 

range o f t h r e e m i l l i o n c u b i c f e e t o f gas p e r 

day. So, our economics a r e based upon and 

assuming t h a t we w i l l d r i l l an A t o k a w e l l w i t h 

t h e 2 0 - f o o t sand t h i c k n e s s , and a l s o assuming 
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t h a t we w i l l have an undamaged c o m p l e t i o n . 

Q, You say i f you l o o k a t them. You 

d i d n ' t f u r n i s h any d a t a t o show t h a t , d i d you? 

Or i s i t shown on t h e map her e ? P o s s i b l y i t i s . 

A. No, i t ' s n o t shown on t h e map. I have 

o t h e r t a b l e s w i t h me t h a t do l i s t t h e c u m u l a t i v e 

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

a l s o d e l i v e r a b i l i t y on t h e s e o f f s e t t i n g w e l l s , 

b u t I h a v e n ' t s u b m i t t e d i t as e v i d e n c e . 

Q. Where d i d you g e t t h e w e l l s t h a t you 

o p e r a t e ? You s a i d you d i d n ' t d r i l l any w e l l s i n 

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

t h i s a c r e a g e ? 

A. Yes, we d i d . We a c q u i r e d t h e w e l l i n 

S e c t i o n 14 and a l s o f o u r o t h e r w e l l s t o t h e 

n o r t h , i n S e c t i o n s 28, 34 and 3, f r o m Enron O i l 

Gas . 

Q. And t h o s e a r e t h e A t o k a c o m p l e t i o n s 

t h a t a r e i d e n t i f i e d i n 3 and 34, i s t h a t c o r r e c t 

A. Yes. One c o m p l e t i o n i n S e c t i o n 3, two 

c o m p l e t i o n s i n S e c t i o n 34, and one c o m p l e t i o n i n 

S e c t i o n 2 8. 

Q. What's t h e a v e r a g e p r o d u c t i o n f r o m 

t h o s e w e l l s , j u s t r o u g h l y ? 

A. Two o f t h e w e l l s a r e c u r r e n t l y 
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i n a c t i v e . The o t h e r two w e l l s a r e a c t i v e . Those 

w e l l s c o l l e c t i v e l y d e l i v e r 2.8 m i l l i o n c u b i c f e e t 

o f gas a day. 

Q. Three a c t i v e ones and two i n a c t i v e ? 

A. Two i n a c t i v e , two a c t i v e , t o t h e n o r t h . 

Q. I t h o u g h t t h e r e were f i v e up t h e r e ? 

A. The one i n t h e n o r t h e r n h a l f o f S e c t i o n 

28 i s n o t on F o r c e n e r g y a c r e a g e . We do n o t 

o p e r a t e t h a t w e l l o r have i n t e r e s t i n i t . And 

t h o s e c o m p l e t i o n s a r e m i d - 1 9 7 0 - v i n t a g e t y p e 

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

t h o s e v o l u m e s . 

Q. Would you f u r n i s h me a copy o f t h a t 

E r n s t & Young s u r v e y ? I d o n ' t have a 1993 

v e r s i o n . J u s t a x e r o x w o u l d be f i n e . 

A. Okay. 

EXAMINER MORROW: T h a t ' s a l l I have, 

Mr. W o l f a r t h . Thank you, s i r . 

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

p r e s e n t a t i o n i n t h i s case. 

EXAMINER MORROW: And you w o u l d l i k e t o 

have t h a t c o n t i n u e d t o J u l y 7 t h ? 

MR. CARR: Yes. 

EXAMINER MORROW: Which w i l l g i v e you 

t i m e t o g e t t h e n o t i c e o u t . 
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A l l r i g h t , w e ' l l do t h a t . W e ' l l 

c o n t i n u e i t u n t i l J u l y t h e 7 t h . 

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

I do he- f-v ce ; r that the foregoing is 
a co • - > - -.or;, of the proceedings jn 
t ie txciv.'mer hearing of Case No 
hedfcTb~V\me o 

• I I y v i ' w ^ i 

19 14--

Examiner 
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