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

c a l l Case 10993, w h i c h i s t h e a p p l i c a t i o n o f ARCO 

Permian f o r c o m p u l s o r y p o o l i n g i n Eddy County, 

New M e x i c o . . 

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

MR. CARROLL: Mr. Examin e r , I am E r n e s t 

C a r r o l l , w i t h t h e A r t e s i a law f i r m , Losee, 

Carson, Haas & C a r r o l l , and I'm h e r e t o d a y on 

b e h a l f o f ARCO, and I have two w i t n e s s e s . 

EXAMINER MORROW: A l l r i g h t . O t h e 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 . I w o u l d 

l i k e t o e n t e r an appearance on b e h a l f o f C a m t e r r a 

Resources P a r t n e r s , L t d . , and Enron O i l & Gas. 

I have been a d v i s e d t h a t an agreement 

has been r e a c h e d w i t h E n r o n , and once t h o s e 

p a p e r s a r e s i g n e d t h e y ' l l be under t h e agreement 

and n o t s u b j e c t t o a p p r o v a l by you. I do n o t 

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

EXAMINER MORROW: Who was t h e o t h e r 

o p e r a t o r s b e s i d e s Enron? 

MR. CARR: C a m t e r r a Resources P a r t n e r s , 

L t d . 
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(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

23 

24 

25 

5 

EXAMINER MORROW: Would 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. 

[And the w i t n e s s e s were duly sworn.] 

JOHN LODGE 

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. CARROLL: 

. Would you p l e a s e s t a t e y o u r name, 

a d d r e s s , and o c c u p a t i o n ? 

A. My name i s John Lodge. My a d d r e s s — m y 

b u s i n e s s a d d r e s s i s P.O. Box 1610, M i d l a n d , 

Texas, 79702, ZIP code. My c u r r e n t o c c u p a t i o n i s 

l a n d d i r e c t o r f o r ARCO Per m i a n . 

Q. Mr. Lodge, have you had an o c c a s i o n t o 

t e s t i f y b e f o r e t h e New Mexico O i l & Gas 

C omm i ss i on ? 

A. No, I have n o t p r e v i o u s l y t e s t i f i e d . 

Q. Would you b r i e f l y o u t l i n e y o u r 

e d u c a t i o n a l and j o b ba c k g r o u n d ? 

A. I have a BBA degre e i n p e t r o l e u m l a n d 

management f r o m t h e U n i v e r s i t y o f Oklahoma. I 

g r a d u a t e d i n 1977. 

Si n c e g r a d u a t i o n , I have worked w i t h i n 

t h e l a n d a s p e c t o f t h e o i l and gas b u s i n e s s u n t i l 

CUMBRE COURT REPORTING 
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t h e c u r r e n t t i m e . 

Q. A l l r i g h t . How l o n g have you been 

employed by ARCO Permian? 

A. I have been employed by ARCO f o r t h r e e 

y e a r s . P r e v i o u s l y I was employed by a company 

c a l l e d T e r r a R e s o u r c e s , w h i c h s u b s e g u e n t l y 

changed t h e i r name t o P a c i f i c E n t e r p r i s e s . 

Q. S i n c e y o u r g r a d u a t i o n f r o m c o l l e g e , 

you've been employed i n t h e l a n d management 

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

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

MR. CARROLL: Mr. Examiner, I w o u l d 

t e n d e r Mr. Lodge as an e x p e r t i n t h e f i e l d o f 

l a n d management. 

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 a b l e . 

MR. CARROLL: Thank you, s i r . 

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

p e n d i n g a p p l i c a t i o n o f ARCO i n Case No. 10993? 

A. Yes, I am. 

Q. Would you b r i e f l y s t a t e what ARCO i s 

s e e k i n g by t h i s a p p l i c a t i o n ? 

A. ARCO i s s e e k i n g t o p o o l t h e i n t e r e s t s 

below t h e base o f t h e Bone S p r i n g f o r m a t i o n f o r 

t h e d r i l l i n g o f a Morrow w e l l , i n t h e west h a l f 

CUMBRE COURT REPORTING 
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of S e c t i o n 36, Township 17 S o u t h , Range 30 E a s t . 

That l o c a t i o n w o u l d be a l e g a l l o c a t i o n 

t h a t i s 1980 f r o m t h e s o u t h l i n e and 660 f r o m t h e 

west 1 i n e . 

MR. CARROLL: Mr. Examiner, we 

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

a t t h i s t i m e we w o u l d l i k e t o amend i t so we're 

o n l y p o o l i n g t h o s e f o r m a t i o n s below t h e base o f 

th e Bone S p r i n g s . 

EXAMINER MORROW: From t h e base o f t h e 

Bone S p r i n g s t o t h e base o f t h e Morrow? 

MR. CARROLL: Yes, s i r . T h i s i s a 

Morrow t e s t t h a t t h e y ' r e p r o p o s i n g . 

EXAMINER MORROW: S i n c e y o u ' r e 

s u b t r a c t i n g them o u t , I w o u l d say t h a t w o u l d n ' t 

r e q u i r e any a d d i t i o n a l n o t i c e . 

MR. CARROLL: I w o u l d n ' t t h i n k i t 

w o u l d , Mr. Examiner. 

Q. (By Mr. C a r r o l l ) Mr. Lodge, 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 t o d a y ? 

A . Yes, I have. 

Q. Would you p l e a s e t u r n t o E x h i b i t No. 1, 

and w o u l d you i d e n t i f y f o r t h e r e c o r d what t h a t 

e x h i b i t i s and t h e n e x p l a i n i t s s i g n i f i c a n c e ? 

A. T h i s p a r t i c u l a r E x h i b i t No. 1 i s a 

CUMBRE COURT REPORTING 
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l o c a t i o n t y p e map, i n d i c a t i n g t h e p r o p o s e d 

l o c a t i o n o f ARCO w i t h i n S e c t i o n 36, o f Township 

17 S o u t h , Range 30 E a s t . The l o c a t i o n , as 

p r e v i o u s l y m e n t i o n e d , i s l o c a t e d as i n d i c a t e d on 

t h e map as 660 f e e t f r o m t h e west l i n e and 1980 

f e e t f r o m t h e s o u t h l i n e o f s a i d S e c t i o n 36. 

The p r o p o s e d s p a c i n g and p r o r a t i o n u n i t 

f o r t h a t p a r t i c u l a r w e l l , on a 3 2 0 - a c r e b a s i s , 

w o u l d be as i n d i c a t e d w i t h i n a r e d o u t l i n e on 

t h a t map as t h e west h a l f o f t h a t s e c t i o n . 

Q. A n y t h i n g e l s e you w o u l d l i k e t o m e n t i o n 

a b o u t t h i s e x h i b i t ? 

A. T h a t ' s f i n e . 

Q. A l l r i g h t . Would you t u r n now t o 

E x h i b i t No. 2. Co u l d y o u , l i k e w i s e , i d e n t i f y 

what t h e e x h i b i t i s and i t s s i g n i f i c a n c e ? 

A. E x h i b i t 2 i s a l o c a t i o n map o f t h e same 

r e s p e c t i v e a r e a as i n d i c a t e d on E x h i b i t 1. 

However, i f you l o o k s p e c i f i c a l l y a t t h e west 

h a l f o f S e c t i o n 36, y o u ' l l see t h a t t h e v a r i o u s 

t r a c t s w i t h i n t h a t h a l f - s e c t i o n have been b r o k e n 

down on a s u r f a c e a c r e a g e b a s i s , i n d i c a t e d as 

T r a c t s 1 t h r o u g h 4(A) and ( B ) . 

I f y o u ' l l r e f e r t o t h e l e g e n d i n t h e 

lo w e r l e f t - h a n d p o r t i o n o f t h a t map, we have t h e 

CUMBRE COURT REPORTING 
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r e s p e c t i v e o w n e r s h i p i d e n t i f i e d w i t h i n t h o s e 

a r e a s , T r a c t 1 b e i n g t h e n o r t h w e s t / n o r t h w e s t o f 

t h a t s e c t i o n . The o w n e r s h i p below d e p t h s o f 3460 

f e e t s u b s u r f a c e i s 50 p e r c e n t owned by Enron O i l 

& Gas Company and 50 p e r c e n t by C a m t e r r a 

R esources P a r t n e r s , L t d . 

T r a c t 2, b e i n g t h e n o r t h h a l f o f t h e 

s o u t h w e s t q u a r t e r , t h e o w n e r s h i p i s i n d i c a t e d as 

45 p e r c e n t t o A t l a n t i c R i c h f i e l d Company, 5.5 

p e r c e n t t o C o a s t a l Management C o r p o r a t i o n , 5.5 

p e r c e n t t o Lux Energy. On t h e map t h e r e ' s a 

t y p e . I t s a y s , " L u t e . " I t ' s a c t u a l l y L-U-X 

Energy. Burns O p e r a t i n g , 22 p e r c e n t ; J. E. 

T a u b e r t , 11 p e r c e n t ; and L e o t a K. S t e e d , 11 

p e r c e n t . 

I w o u l d l i k e t o a l s o i n d i c a t e , on t h a t 

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

t h a t t r a c t i s i n t h e name o f A t l a n t i c R i c h f i e l d 

Company. Th e r e ' s a c o n t r a c t u a l a r r a n g e m e n t 

between C o a s t a l Management C o r p o r a t i o n and Lux 

Energy C o r p o r a t i o n , w i t h A t l a n t i c R i c h f i e l d 

Company, t h a t g i v e s them a c o n t r a c t u a l i n t e r e s t 

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

They have, i n t u r n , c o n t r a c t u a l 

r e l a t i o n s h i p s w i t h Burns O p e r a t i n g , J. E. T a u b e r t 

CUMBRE COURT REPORTING 
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and L e o t a K. S t e e d , r e l a t i v e t o t h e same 

a c r e a g e . 

T r a c t 3, b e i n g t h e s o u t h w e s t / s o u t h w e s t 

of t h a t s e c t i o n , a l l d e p t h s below 4000 f e e t 

s u b s u r f a c e a r e owned by E l Paso P r o d u c t i o n 

Company. That i n t e r e s t i s a d m i n i s t e r e d by 

Mer i d i a n O i l . 

T r a c t s 4 (A) and ( B ) , r e s p e c t i v e l y , a r e 

t h e n o r t h e a s t / n o r t h w e s t q u a r t e r and t h e 

s o u t h - h a l f / n o r t h w e s t q u a r t e r and t h e 

s o u t h e a s t / s o u t h w e s t q u a r t e r . As t o a l l d e p t h s 

below t h e base o f t h e Bone S p r i n g s , Enron O i l & 

Gas Company has a 50 p e r c e n t o w n e r s h i p , and 

Ca m t e r r a Resources P a r t n e r s , L t d . , has a 50 

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

At t h i s p o i n t i n t i m e , I w o u l d p o i n t 

o u t t h a t t h e p r o r a t i o n u n i t , b e i n g a 3 2 0 - a c r e 

u n i t , i s i d e n t i f i e d r e s p e c t i v e l y by t r a c t 

p a r t i c i p a t i o n as i n d i c a t e d ; 12-1/2 p e r c e n t T r a c t 

1, 25 p e r c e n t T r a c t 2, 12-1/2 p e r c e n t T r a c t 3, 

and 50 p e r c e n t T r a c t 4. 

I f you w o u l d r e f e r f u r t h e r t o t h e 

l e g e n d on t h e r i g h t - h a n d s i d e o f t h e map, I ' v e 

g o t a w o r k i n g i n t e r e s t o w n e r s h i p summary based 

upon t h e Morrow f o r m a t i o n o r any o t h e r f o r m a t i o n 
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t h a t ' s based on 32 0 - a c r e p r o r a t i o n u n i t s f o r t h e 

west h a l f o f t h a t s e c t i o n , and i t ' s r e s p e c t i v e l y 

i d e n t i f i e d as so i n d i c a t e d . 

Q. At t h e t i m e t h a t t h i s e x h i b i t was 

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

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

owners, and t h a t was Enr o n , C a m t e r r a , and E l Paso 

or M e r i d i a n , i s t h a t c o r r e c t ? 

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

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

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

c o n t r a c t u a l a r r a n g e m e n t has n o t been made, as was 

announced e a r l i e r by Mr. C a r r , w o u l d be t h e E l 

Paso o r t h e M e r i d i a n , i s t h a t c o r r e c t ? 

A. C a m t e r r a R e s o u r c e s , a l s o , we do n o t 

have an a r r a n g e m e n t made w i t h them y e t , so t h a t 

' b~ ' ' •• e x c e p t i o n . 

Q. But t h e y have a p p e a r e d h e r e t o d a y . The 

o n l y o t h e r p a r t y t h a t has n o t a p p e a r e d w o u l d be 

t h e M e r i d i a n or t h e E l Paso group? 

A. That h a s n ' t a p p e a r e d , t h a t ' s c o r r e c t . 

Q. You have had c o n t a c t w i t h them, have 

you n o t ? 

A. Yes, I have. 

Q. And t h e y were f u l l y aware o f t h i s 
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h e a r i n g and have e l e c t e d n o t t o app e a r , i s t h a t 

c o r r e c t , o r c o n t e s t ? 

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

Q. A l l r i g h t . A n y t h i n g e l s e you w o u l d 

l i k e t o e x p l a i n t o t h e Examiner c o n c e r n i n g 

E x h i b i t No. 2? 

A. Not a t t h i s p o i n t . 

Q. I w o u l d , t h o u g h , l i k e t o r e f e r t o one 

t h i n g . Over i n S e c t i o n 35 t h e r e i s an open 

c i r c l e l o c a t i o n , Enron Cedar Lake 35 F e d e r a l No. 

2. That p a r t i c u l a r w e l l was t h e s u b j e c t o f a 

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

Commission, i s t h a t c o r r e c t ? 

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

Q. Has t h a t w e l l been spudded o r begun 

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

A. I t has r e c e n t l y been spudded. 

EXAMINER MORROW: Which one? 

THE WITNESS: I t ' s l o c a t e d i n t h e 

s o u t h e a s t q u a r t e r o f S e c t i o n 35, i n d i c a t e d as t h e 

Enron Cedar Lake 35 F e d e r a l No. 2. 

Q. Would you t u r n t o y o u r E x h i b i t No. 3, 

Mr . Lodge? 

A. Yes. 

Q. Cou l d you e x p l a i n what t h i s package o f 
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m a t e r i a l i s f o r t h e Examiner? 

A. The package o f i n f o r m a t i o n has a 

summary s h e e t i d e n t i f i e d i n i t i a l l y j u s t as my own 

n o t e s . I t g i v e s a b r i e f summary o f what has 

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

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

p r o p o s a l s t h a t were s u b m i t t e d t o a l l p a r t i e s 

r e l a t i v e t o t h e l o c a t i o n t h a t we had p r o p o s e d . 

Q. T h i s e x h i b i t i s b a s i c a l l y d e s i g n e d t o 

g i v e t h e Examiner some i n f o r m a t i o n c o n c e r n i n g 

ARCO's e f f o r t s t o r e a c h v o l u n t a r y a r r a n g e m e n t 

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

w e l l u nder t h i s p r o r a t i o n u n i t i n t h e west h a l f 

o f S e c t i o n 32, i s t h a t c o r r e c t ? 

A . 3 6, y e s . 

Q. 36. Excuse me. Would you b r i e f l y 

o u t l i n e f o r t h e r e c o r d , so t h e r e c o r d w i l l be 

c l e a r , t h e e f f o r t s t h a t ARCO has gone t h r o u g h i n 

t r y i n g t o a t t e m p t t o p u t t o g e t h e r a v o l u n t a r y 

a r r a n g e m e n t ? 

A. Yes, I w i l l . As I speak h e r e , I ' l l 

make some r e f e r e n c e s t o t h e p r i o r E x h i b i t 2, j u s t 

f o r r e f e r e n c e p u r p o s e s . 

On August 1 1 , 1993, M e r i d i a n , by v i r t u e 

o f t h e i r i n t e r e s t a s s o c i a t i o n w i t h E l Paso 
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P r o d u c t i o n Company, p r o p o s e d t h e l o c a t i o n t h a t we 

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

S e c t i o n 36, and we've had s e v e r a l t h i n g s t h a t 

have happened a t t h a t p o i n t i n t i m e , b u t t h e y 

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

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

Enron f i l e d t h e a p p l i c a t i o n f o r t h e u n o r t h o d o x 

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

Lake 35 No. 2, l o c a t e d i n t h e s o u t h e a s t g u a r t e r 

o f S e c t i o n 35. 

There was a h e a r i n g c o n d u c t e d by v i r t u e 

o f t h a t a p p l i c a t i o n , and t h a t b a s i c a l l y s e t up a 

commencement d a t e o f March 1 s t f o r t h e d r i l l i n g 

o f t h a t we 11. 

Enron, E l Paso, ARCO and C a m t e r r a made 

an agreement between t h e p a r t i e s , as a s s o c i a t e d 

w i t h an a l l o w a b l e p e n a l t y f o r t h a t w e l l , t h a t we 

wo u l d n o t p r o p o s e t h e l o c a t i o n i n S e c t i o n 36 

u n t i l we e i t h e r o b t a i n e d t h e w e l l i n f o r m a t i o n 

f r o m t h e d r i l l i n g o f t h e w e l l i n S e c t i o n 35 and 

t h e w e l l i n f o r m a t i o n f r o m t h e w e l l t h a t was 

d r i l l e d up i n S e c t i o n 26, w h i c h i s t h e Anadarko 

Power F e d e r a l l o c a t i o n , o r March 1 s t o c c u r r e d . 

What r e a l l y has happened on t h i s i s 

t h a t t h e w e l l i n t h e n o r t h h a l f o f S e c t i o n 35 i s 
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an Enron w e l l t h a t i s a v e r y p r o l i f i c Morrow gas 

w e l l . We were c o n c e r n e d a b o u t d r a i n a g e i n 

S e c t i o n 36, where our p r o p o s e d l o c a t i o n i s , b u t 

we were w i l l i n g , a t t h a t p a r t i c u l a r p o i n t i n 

t i m e , t o t r y and g e t some a d d i t i o n a l i n f o r m a t i o n 

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

q u a r t e r o f S e c t i o n 35, and t h e w e l l t o t h e n o r t h , 

i f p o s s i b l e , p r i o r t o p r o p o s i n g t h a t w e l l i n 

S e c t i o n 36. 

March 1 s t came, and Enron had n o t 

commenced t h e d r i l l i n g o f t h e w e l l i n t h e 

s o u t h e a s t q u a r t e r o f S e c t i o n 35. A c t u a l l y , t h e y 

o b t a i n e d an e x t e n s i o n f r o m t h e Commission t h a t 

p r o v i d e d them t h e o p p o r t u n i t y t o n o t commence 

d r i l l i n g o f t h a t w e l l u n t i l June 1 s t . 

ARCO was s t i l l c o n c e r n e d a b o u t d r a i n a g e 

o f t h e a c r e a g e i n S e c t i o n 36, and we f e l t i t was 

p r u d e n t f o r us t o go ahead and p r o p o s e t h e 

d r i l l i n g o f t h e w e l l i n S e c t i o n 36, and we d i d so 

on March 2nd. 

I m m e d i a t e l y a f t e r we p r o p o s e d t h a t 

w e l l , Enron a l s o p r o p o s e d t h e same w e l l back t o 

us, l i k e t h e n e x t day. 

EXAMINER MORROW: Who p r o p o s e d i t back 

t o you? 
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THE WITNESS: Enron d i d . 

A. We had a l o t o f c o n v e r s a t i o n between 

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

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

u n d e r s t a n d i n g t h a t Enron w o u l d go ahead and d r i l l 

t h e w e l l and be t h e o p e r a t o r o f t h e w e l l and 

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

f a s h i o n . 

We examined p o t e n t i a l o p e r a t i n g 

a g r e e m e n t s and s u b m i t t e d r e v i s i o n s , we s i g n e d 

AFEs f o r t h e d r i l l i n g o f t h i s w e l l t h a t Enron was 

g o i n g t o o p e r a t e , and t i t l e o p i n i o n s were 

p r e p a r e d , and e v e r y t h i n g was headed down t h e r o a d 

t o where o ur p r o p o s e d l o c a t i o n w o u l d be d r i l l e d . 

And t h e t a r g e t d a t e f o r t h e commencement o f t h a t 

w e l l was d i s c u s s e d as May t h e 1 5 t h , b u t we were 

g o i n g t o p u t June t h e 1 s t i n t h e o p e r a t i n g 

a greement. 

Enron had i n d i c a t e d t o us t h a t t h e y had 

c o n d u c t e d a 3D s e i s m i c p r o g r a m w i t h i n t h i s 

p a r t i c u l a r a r e a , and t h e y had a p p r o v a l t o 

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 . 

R i g h t b e f o r e t h e t a r g e t spud d a t e , we 

were t a l k i n g t o Enron and t r y i n g t o g e t them t o 
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send o u t t h e f i n a l i z e d o p e r a t i n g a g r e e m e n t s f o r 

t h i s , and t h e y had i n d i c a t e d t o us t h a t t h e y were 

g o i n g t o have a m e e t i n g w i t h t h e i r u pper 

management, and t h a t t h e y may no l o n g e r be 

i n t e r e s t e d i n d r i l l i n g t h e w e l l . 

And t h e y , i n f a c t , had t h e m e e t i n g w i t h 

t h e i r upper management, and a d v i s e d us t h a t t h e y 

w o u l d no l o n g e r 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 a t w e l l and be t h e o p e r a t o r . They a l s o 

i n d i c a t e d t o us t h a t t h e i r r a t i o n a l e b e h i n d t h a t , 

t o some d e g r e e , a l t h o u g h t h e y d i d n ' t s p e c i f i c a l l y 

t e l l u s , t h a t t h e y deemed t h e l o c a t i o n — i m p l i e d 

t h a t i t was due t o t h e i r s e i s m i c p r o g r a m , b u t 

t h e y d i d n ' t r e a l l y say t h a t , b u t f o r w h a t e v e r 

r e a s o n t h e y s a i d t h a t t h e y deemed t h a t t h e 

l o c a t i o n i n t h e west h a l f o f S e c t i o n 36 was 

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

s o u t h h a l f o f S e c t i o n 35, and t h a t t h e y were 

g o i n g t o go ahead and p r o c e e d and d r i l l t h e w e l l 

i n t h e s o u t h h a l f o f S e c t i o n 35 i n l i e u o f o u r 

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

ARCO does n o t own an i n t e r e s t i n t h e 

s o u t h h a l f o f S e c t i o n 35; however, some o f t h e 

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

S e c t i o n 36 own i n t e r e s t down t h e r e , b u t ARCO does 
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n o t . 

So, a t t h a t p a r t i c u l a r p o i n t , we f e l t 

we had t o go ahead and f i l e f o r a c o m p u l s o r y 

p o o l i n g a p p l i c a t i o n , t o p r e v e n t any f u r t h e r 

p o s s i b l e d r a i n a g e f r o m t h e w e l l t h a t t h e y had 

p r e v i o u s l y d r i l l e d . 

M e r i d i a n a d v i s e d us t h a t t h e y were 

g o i n g t o p a r t i c i p a t e i n t h e Cedar Lake 35 F e d e r a l 

No. 2, and a l s o C a m t e r r a s a i d t h e y were g o i n g t o 

p a r t i c i p a t e i n t h a t w e l l . C a m t e r r a i n d i c a t e d t o 

us t h a t t h e y d i d n ' t r e a l l y know what t h e y were 

g o i n g t o do about o ur l o c a t i o n ; t h e y m i g h t 

p a r t i c i p a t e , t h e y m i g h t f a r m o u t . They d i d n ' t 

p a r t i c u l a r l y want t o have two w e l l s d r i l l i n g a t 

t h e same t i m e , and had s t i l l i n d i c a t e d t h a t t o 

us. However, t h e y s a i d r e c e n t l y t h a t t h e owners 

o f t h e company w o u l d be i n t h e i r o f f i c e y e s t e r d a y 

and t o d a y , and t h a t t h e y w o u l d have a d e c i s i o n 

f o r us p r e t t y q u i c k l y on i t . 

M e r i d i a n i n d i c a t e d t o us t h a t t h e y d i d 

n o t want t o have two w e l l s d r i l l i n g a t t h e same 

t i m e and d i d n o t want t o make a d e c i s i o n as t o 

our p r o p o s e d l o c a t i o n , and a d v i s e d us t o f o r c e 

p o o l t h e i r i n t e r e s t . We f e l t t h a t i t was o n l y 

p r u d e n t t o p r o c e e d and t r y and g e t our w e l l 
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d r i l l e d as q u i c k l y as p o s s i b l e . 

Q. Mr. Lodge, i n f a c t , t h e r e w i l l be 

a d d i t i o n a l t e s t i m o n y p r e s e n t e d by Mr. Pe a r c y 

c o n c e r n i n g t h e r e a s o n why ARCO i s p u r s u i n g t h a t , 

and i t ' s d i r e c t l y r e l a t e d t o t h e d r a i n a g e t h a t ' s 

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

q u a r t e r o f S e c t i o n 35? 

A. Yes. 

Q. A l l r i g h t . Would you t u r n t o E x h i b i t 

No. 4 and d e s c r i b e what E x h i b i t No. 4 i s , f o r t h e 

r e c o r d ? 

A. E x h i b i t No. 4 i s a c e r t i f i c a t e o f 

m a i l i n g and c o m p l i a n c e w i t h R u le 1207. 

Q. That were t h e n o t i c e s o f t h i s h e a r i n g 

t h a t were s e n t o u t t o E l paso P r o d u c t i o n , E n r o n , 

and C a m t e r r a , i s t h a t c o r r e c t ? 

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

Q. Your n e x t e x h i b i t i s E x h i b i t No. 5. 

Would you p l e a s e d e s c r i b e f o r t h e r e c o r d what 

E x h i b i t No. 5 i s , and t h e n d e s c r i b e t h i s t o t h e 

Examiner, i t s s i g n i f i c a n c e ? 

A. I t ' s b a s i c a l l y an e s t i m a t e t h a t o u r 

d r i l l i n g d e p a r t m e n t has made, our c u r r e n t 

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

t h i s p a r t i c u l a r w e l l , 1 1 , 5 0 0 - f o o t Morrow w e l l . 
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T o t a l c o s t s a r e e x p r e s s e d as $780,900 f o r t o t a l 

c o m p l e t e d w e l l c o s t s . 

Q. T h i s i s t h e AFE under w h i c h ARCO 

pr o p o s e s t o d r i l l t h i s p a r t i c u l a r w e l l i n S e c t i o n 

36, i s i t n o t ? 

A. I t i s . 

Q. Now, i s i t n o t t r u e t h a t ARCO p r o p o s e s 

t o d r i l l t h i s under a s t a n d a r d J o i n t O p e r a t i n g 

Agreement, and you have c e r t a i n f i g u r e s you w o u l d 

l i k e t o s u g g e s t t o t h e Examiner c o n c e r n i n g 

o v e r h e a d r a t e s and a l s o r i s k p e n a l t y , i s t h a t 

c o r r e c t ? 

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

Q. Would you p l e a s e t e l l t h e Examiner what 

ARCO p r o p o s e s w i t h r e s p e c t t o t h e o v e r h e a d 

c h a r g e s ? 

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

r a t e t o be $5,100 p er month, and a p r o d u c i n g w e l l 

r a t e o f $510. 

Q. Upon what i n f o r m a t i o n has ARCO based 

i t s a r r i v i n g a t t h o s e f i g u r e s ? 

A. Those p a r t i c u l a r numbers a r e numbers 

t h a t we have a g r e e d t o by c o n t r a c t w i t h o u r o t h e r 

p a r t i e s , b e i n g C o a s t a l Management, Lux Energy, 

r e l a t i v e t o T r a c t 2 f o r a w e l l o f t h i s p a r t i c u l a r 
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d e p t h . 

The o v e r h e a d r a t e t h a t was p r o p o s e d by 

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

l o c a t i o n was $5,300 and $530. A l s o , Enron 

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

w e l l i n t h e s o u t h e a s t q u a r t e r o f S e c t i o n 35. 

We've a l s o examined t h e 1993 p u b l i s h e d 

r a t e s by E r n s t & Young f o r a w e l l o f t h i s 

p a r t i c u l a r d e p t h , and our c o s t s a r e under t h a t . 

We're w i l l i n g t o go ahead and p r o c e e d on t h e 

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

t h i s we 1 1 . 

Q. What r i s k p e n a l t y i s ARCO p r o p o s i n g t h e 

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

w e l l ? 

A. The maximum t h a t w o u l d be p e r m i t t e d by 

law, w h i c h w o u l d be 200 p e r c e n t . 

Q. Mr. Lodge, s i n c e ARCO has had some 

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

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

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

A. I d o n ' t t h i n k i t ' s o u t o f t h e o r d i n a r y 

a t a l l . I n o u r o p e r a t i n g agreement t h a t we have 

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

have a 300 p e r c e n t n o n c o n s e n t p e n a l t y t h a t w o u l d 
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be a p p l i c a b l e t o a w e l l o f t h i s n a t u r e . 

I ' v e c o n t a c t e d and t a l k e d t o Enron. 

The n o n c o n s e n t p e n a l t y t h a t was u t i l i z e d w i t h i n 

t h e i r o p e r a t i n g a g r e e m e n t , between t h e i r 

p a r t n e r s , f o r t h i s a r e a , i s 300 p e r c e n t 

n o n c o n s e n t p e n a l t y a l s o . And i t was a l s o 

p r o p o s e d by Enron t o use t h e same p e n a l t y f o r an 

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

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

Q. Mr. Lodge, i n y o u r o p i n i o n , w o u l d 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 o f ARCO by t h e 

Commission, w o u l d i t be i n t h e i n t e r e s t s 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 w o u l d 

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

A . Yes, i t wou1d. 

Q. The e x h i b i t s we've p r e v i o u s l y t a l k e d 

a b o u t , 1 t h r o u g h 5, t h o s e e x h i b i t s were p r e p a r e d 

under y o u r d i r e c t i o n o r you've r e v i e w e d them f o r 

t h e i r a c c u r a c y , have you n o t ? 

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

MR. CARROLL: Mr. Exami n e r , I w o u l d 

move t h e a d m i s s i o n o f ARCO E x h i b i t s 1 t h r o u g h 5 

a t t h i s t ime. 

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

are a d m i t t e d . 
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Q. I s t h e r e a n y t h i n g e l s e , Mr. Lodge, 

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

y o u ' r e aware o f ? 

A. Not t h a t I can r e c a l l . 

MR. CARROLL: I w o u l d pass t h e w i t n e s s 

a t t h i s t i m e , Mr. Examiner. 

EXAMINER MORROW: Mr. C a r r ? 

MR. CARR: I have no q u e s t i o n s , Mr. 

Morrow. 

EXAMINATION 

BY EXAMINER MORROW: 

Q. On E x h i b i t No. 2, I f o l l o w e d a c r o s s 

y o u r t a b l e s a t t h e b o t t o m f o r a l l t h e columns 

e x c e p t t h e c o m m u n i t i z e d i n t e r e s t . Would you go 

ahead and e x p l a i n t h a t f o r me? 

A. That p a r t i c u l a r i n t e r e s t i s a number 

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

i n t e r e s t o f t h e p a r t i e s t h a t ' s i n d i c a t e d i n t h e 

f i r s t c olumn, f o r i n s t a n c e Enron O i l & Gas 

company f o r T r a c t No. 1, t h e 50 p e r c e n t i n t e r e s t , 

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

12-1/2 p e r c e n t , you w o u l d g e t what t h e a c t u a l 

c o m m u n i t i z e d i n t e r e s t w o u l d be f o r t h a t t r a c t , on 

a 3 2 0 - a c r e b a s i s . 

Q. A l l t h a t w o u l d add up t o a h u n d r e d 
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a l s o , r i g h t ? 

A. Yes. 

Q. I had p l a n n e d t o ask you why ARCO chose 

t o o p e r a t e w i t h t h e i r s m a l l i n t e r e s t . I guess 

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

C a m t e r r a . D i d t h e y e v e r p r o p o s e t o o p e r a t e a 

w e l l anywhere on t h i s — 

A. They have n o t done so y e t . We've 

t a l k e d t o them and t h e y ' v e n o t e x p r e s s e d any 

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

Q. Why do you t h i n k Enron has d e l a y e d i n 

d r i l l i n g t h e i r w e l l i n t h e s o u t h h a l f o f 35 and 

t h i s w e l l ? 

A. I can o n l y s p e c u l a t e as t o what t h e i r 

r a t i o n a l e w o u l d be f o r t h a t p a r t i c u l a r d e l a y . 

They've g o t a b i g w e l l t h a t ' s l o c a t e d i n t h e 

n o r t h h a l f o f S e c t i o n 35 t h a t ' s been p r o d u c i n g a t 

some v e r y h i g h r a t e s , b u t t h e y ' v e n o t i n d i c a t e d 

why t h e y ' v e d e l a y e d i t . I can s p e c u l a t e t h e y 

were t r y i n g t o p r o d u c e t h e w e l l , b u t t h a t ' s a l l 

i t wou1d be. 

Q. Do you know what t h e b a s i s was f o r t h e 

140 p e r c e n t r i s k p e n a l t y i n t h e w e l l , t h a t was 

a p p r o v e d f o r t h e s o u t h h a l f o f S e c t i o n 35? 

A. Yes, s i r , I do. 
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Q. What was t h a t ? 

A. For t h e d r i l l i n g o f t h e w e l l t h e r e i n 

35, t h e r e was a n e g o t i a t e d 30 p e r c e n t a l l o w a b l e 

p e n a l t y t h a t was a g r e e d t o by t h e p a r t i e s . I t 

was a d o p t e d by t h e Commission, and i t ' s my 

u n d e r s t a n d i n g t h a t t h e Commission t o o k t h e 30 

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

t h e 200 p e r c e n t , g o t 60 p e r c e n t , and t h e n 

s u b t r a c t e d t h a t f r o m t h e p e n a l t y . 

Q. That i s 30 p e r c e n t o f 200 p e r c e n t ? 

A. Uh-huh. 

Q. Was t h a t a l s o n e g o t i a t e d , o r was t h a t 

j u s t a C o m m i s s i o n — 

A. No, s i r , i t was n o t n e g o t i a t e d between 

t h e p a r t i e s . 

A. That l o c a t i o n was u n o r t h o d o x , was my 

u n d e r s t a n d i n g as t o t h e r a t i o n a l e b e h i n d i t . 

EXAMINER MORROW: Okay. T h a t ' s a l l t h e 

q u e s t i o n s I have. 

MR. CARROLL: Mr. Examiner, i f I m i g h t 

p u t one t h i n g e l s e on t h e r e c o r d . 

FURTHER EXAMINATION 

BY MR. CARROLL: 

Q. ARCO i s p r e p a r e d t o i m m e d i a t e l y b e g i n 

d r i l l i n g t h i s w e l l once we o b t a i n an o r d e r f r o m 
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t h e Commission, i f t h e y do g r a n t t h e f o r c e 

p o o l i n g , i s t h a t c o r r e c t ? 

A. Yes, s i r . We're p r e p a r e d t o t r y and 

p r o c e e d as q u i c k l y as we can. 

EXAMINER MORROW: I guess I have a 

l i t t l e more t o ask, and p r o b a b l y t h e n e x t w i t n e s s 

can answer t h a t . You p l a n t o p r e s e n t more on t h e 

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

n o r t h h a l f o f S e c t i o n 35, and t h e l e n g t h o f t i m e 

i t ' s been p r o d u c i n g , t h a t s o r t o f t h i n g ? 

MR. CARROLL: Yes, s i r , we do. Thank 

you, Mr. Lodge. A p p r e c i a t e y o u r t e s t i m o n y . 

DAVID PEARCY 

Ha 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. CARROLL: 

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

a d d r e s s and o c c u p a t i o n f o r t h e r e c o r d , s i r ? 

A. My name i s D a v i d P e a r c y . I r e s i d e i n 

R o s w e l l , New Mexic o . I'm a c o n s u l t i n g g e o l o g i s t 

under c o n t r a c t t o ARCO Per m i a n . 

Q. Mr. P e a r c y , you've had o c c a s i o n t o 

t e s t i f y b e f o r e t h e Commission and, i n t i m e s p a s t , 

had y o u r c r e d e n t i a l s a c c e p t e d as an e x p e r t i n t h e 
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f i e l d o f p e t r o l e u m g e o l o g y , have you n o t ? 

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

MR. CARROLL: Mr. Morrow, we w o u l d 

t e n d e r Mr. Pearcy as an e x p e r t i n t h e f i e l d o f 

p e t r o l e u m g e o l o g y . 

EXAMINER MORROW: Okay. And y o u ' r e 

f a m i l i a r , I'm s u r e , w i t h t h i s p r o s p e c t ? 

THE WITNESS: Yes, s i r , I am. 

EXAMINER MORROW: Okay. We a c c e p t h i s 

q u a l i f i c a t i o n s . 

Q. Mr. Pe a r c y , you have f a m i l i a r i z e d 

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

b e i n g made by ARCO, i s t h a t n o t t r u e ? 

A . T h a t ' s t r u e . 

Q. And you have been on r e t a i n e r t o them 

t o p r e s e n t t e s t i m o n y and p r e p a r e e x h i b i t s and 

what have you f o r t h i s p a r t i c u l a r 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. Mr. Pe a r c y , w o u l d you t u r n t o t h e f i r s t 

e x h i b i t , E x h i b i t No. 6, and f o r t h e r e c o r d w o u l d 

you i d e n t i f y what t h a t e x h i b i t i s , and t h e n 

e x p l a i n t h e s i g n i f i c a n c e o f t h a t e x h i b i t ? 

A. E x h i b i t 6 i s a base map o f t h e Cedar 

Lake 36 a r e a i n t h e v i c i n i t y o f t h e p r o p o s e d 

l o c a t i o n o f ARCO's. I t a l s o shows i n r e d t h e 
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Morrow c u m u l a t i v e gas p r o d u c t i o n i n Bef t h r o u g h 

November o f 1993, w h i c h i s t h e most c o n v e n i e n t 

d a t e t h a t ' s a v a i l a b l e t o us. 

I w o u l d l i k e t o p o i n t o u t t h a t t h e w e l l 

we've been t a l k i n g a b o u t i n t h e n o r t h h a l f o f 

S e c t i o n 35, Enron Cedar Lake 35 F e d e r a l No. 1, as 

of t h e end o f November had p r o d u c e d n e a r l y 6 

Bef. That a c c o u n t s f o r 11 months o f p r o d u c t i o n 

f o r t h e we 1 1 . 

We w o u l d a l s o l i k e t o p o i n t o u t t h a t , 

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

l o c a t i o n i n t h e west h a l f o f S e c t i o n 3 1 , t h e r e 

a r e 14 w e l l s t h a t have p r o d u c e d n o n c o m m e r c i a l 

Morrow gas up t o .5 Bef, t h e r e a r e two w e l l s t h a t 

a r e m a r g i n a l t h a t have p r o d u c e d f r o m .5 t o ab o u t 

2 Bef, and o n l y two b e l l s t h a t have been 

p r o l i f i c , t h e Enron Cedar Lake No. 1 and 

Anadarko's A r n o l d F e d e r a l Com No. 1 i n S e c t i o n 

34. But t h e r e ' s an abundance o f subcommercia1 

and n o n c o m m e r c i a l Morrow w e l l s i n t h i s a r e a . 

Q. Mr. Pe a r c y , t h e r e ' s a b l u e l i n e marked 

A - A'. T h i s d e n o t e s t h e c r o s s - s e c t i o n t h a t w i l l 

be t h e s u b j e c t o f a l a t e r e x h i b i t ? 

A. T h a t ' s r i g h t . T h i s n o r t h t o s o u t h 

c r o s s - s e c t i o n w i l l i l l u s t r a t e t h e c h a n n e l n a t u r e 
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o f t h i s Lower Morrow sand t h a t ' s t h e main 

o b j e c t i v e , and t h e pay i n t h e Enron Cedar Lake 

No . 1 . 

Q. I s t h e r e a n y t h i n g e l s e you w o u l d l i k e 

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

e x h i b i t a t t h i s t i m e ? 

A. No, t h e r e ' s n o t . 

Q. Would you t u r n t o E x h i b i t No. 7, and 

l i k e w i s e i d e n t i f y f o r t h e r e c o r d what E x h i b i t 7 

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

i t t o t h e Examiner? 

A. E x h i b i t 7 i s t h e same base map s h o w i n g 

t h e w e l l s deeper t h a n 10,000 f e e t i n t h i s a r e a , 

and i n d i c a t e s t h e B a s a l Morrow "C" sand n e t 

i s o p a c h . You can see t h a t I ' v e shown 50 f o o t o f 

ne t pay i n t h e Enron w e l l i n t h e n o r t h h a l f o f 

S e c t i o n 35, and have i n d i c a t e d s e v e r a l o f t h e 

w e l l s a r o u n d h e r e have s u b s t a n t i a l l y l e s s sand. 

And, as you saw i n t h e e a r l i e r e x h i b i t , t h e y were 

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

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

The Enron w e l l i s c e r t a i n l y t h e o b v i o u s 

one t h a t ' s d i f f e r e n t , w i t h a v e r y t h i c k sand i n 

t h i s i n t e r v a l , and t h a t can be f a v o r a b l y compared 

w i t h t h e A r n o l d w e l l , A n a d a r k o 1 s , i n S e c t i o n 34, 
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w h i c h has n e a r l y 40 f e e t o f sand. These two 

w e l l s , a g a i n , a r e a n o m a l o u s l y t h i c k and much 

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

Q. A n y t h i n g e l s e you w o u l d l i k e t o p o i n t 

o u t t o t h e Examiner w i t h r e s p e c t t o t h i s e x h i b i t ? 

A. No, t h e r e ' s n o t . 

Q. L i k e w i s e t h e b l u e l i n e on t h i s , A - A', 

i s t h e same c r o s s - s e c t i o n we m e n t i o n e d e a r l i e r ? 

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

Q. Would you t h e n t u r n t o y o u r e x h i b i t 

marked No. 8, and d e s c r i b e f o r t h e r e c o r d what i t 

i s , and t h e n e x p l a i n i t s s i g n i f i c a n c e ? 

A. E x h i b i t 8 i s t h e c r o s s - s e c t i o n w h i c h I 

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

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

l o c a t i o n f o r ARCO's 36 S t a t e No. 1. 

As I w o u l d l i k e t o p o i n t o u t , Mr. 

Morrow, t h e y e l l o w s h a d i n g on t h i s c r o s s - s e c t i o n 

i n d i c a t e s t h e p r o l i f i c Morrow "C" i n t e r v a l ; a l s o 

have t h e p e r f o r a t i o n s i n d i c a t e d on t h e second 

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

w h i c h has p r o d u c e d , as o f November o f 1993, a b o u t 

6 Bef . 

We do have a d d i t i o n a l i n f o r m a t i o n a b o u t 

t h e w e l l and b e l i e v e t h a t , a t t h i s p o i n t , i t ' s 
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p r o d u c e d between 9 and 10 Bef, and i s c a p a b l e o f 

p r o d u c i n g f r o m a r o u n d 17 t o 24 m i l l i o n c u b i c f e e t 

o f gas p e r day. 

I have shaded i n orang e o t h e r n e a r b y 

w e l l s , where a s t r a t i g r a p h i c a 1 1 y e q u i v a l e n t zone 

t h a t I ' v e g e n e r a l l y mapped up as b e i n g w i t h i n 

t h a t Morrow "C" sand, where t h a t i n t e r v a l i s 

p r e s e n t and has been p r o d u c t i o n t e s t e d o r , i n 

s e v e r a l c a s e s , has been p r o d u c e d b u t w i t h l e s s 

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

One o f t h e s e i s t h e w e l l a t t h e f a r 

r i g h t - h a n d s i d e , t h e Read & S t e v e n s w e l l , where 

t h e y j u s t r e c o v e r e d a l i t t l e b i t o f gas f r o m t h a t 

zone. I ' v e a l s o i n d i c a t e d , second f r o m t h e 

r i g h t - h a n d s i d e , t h e Mewbourne w e l l , w h i c h i s i n 

S e c t i o n 2, w h i c h i s v e r y c l o s e t o t h i s second 

w e l l i n S e c t i o n 35, w i t h a n o n s t a n d a r d l o c a t i o n , 

where e x c e l l e n t sand a p p e a r e d on t h e l o g b u t 

a g a i n t h e r e s u l t s on t h a t were p r o v i d i n g o n l y a 

m a r g i n a l w e l l , w h i c h p r o d u c e d a r o u n d .8 Bef. 

On t h e f a r l e f t - h a n d s i d e i s a n o t h e r 

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

o f A n a d a r k o ' s , and i n s p i t e o f what l o o k e d l i k e 

some r e a s o n a b l e sand on t h e l o g s , t h e y were n o t 

a b l e t o r e c o v e r any k i n d o f gas f r o m t h e zone. 
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We're s h o w i n g i n t h e c r o s s - s e c t i o n how t h e 

p r o p o s e d l o c a t i o n we a n t i c i p a t e w o u l d t a p i n t o 

t h e main sand Enron i s p r o d u c i n g o u t o f , and 

wo u l d be a b l e t o , t h e n , p r o d u c e r e s e r v e s t h a t 

ARCO w o u l d be e n t i t l e d t o p r o d u c e under S e c t i o n 

36, t h a t no o t h e r w e l l s t o t h i s p o i n t have 

s u c c e s s f u l l y been a b l e t o t a p i n t o . 

Q. Mr. P e a r c y , you have, on t h i s 

c r o s s - s e c t i o n , you've shown i n a c o u p l e o f w e l l s 

t h a t t h e r e ' s a s t r a t i g r a p h i c a l l y e q u i v a l e n t 

s e c t i o n , a l t h o u g h t h e y ' v e n o t p r o d u c e d as 

p r o l i f i c a l l y as t h e Enron w e l l up i n t h e 

n o r t h e a s t q u a r t e r o f S e c t i o n 35. 

I n y o u r o p i n i o n and e x p e r i e n c e , i s 

t h e r e a r e a s o n f o r t h i s , o r an e x p l a n a t i o n t h a t ' s 

g e n e r a l l y a c c e p t e d ? 

A. A g a i n , we're d e a l i n g w i t h Morrow 

f l u v i a l c h a n n e l s , f 1 u v i a 1 - d e 1 t a i c e n v i r o n m e n t 

h e r e , and a l t h o u g h t h e sands can be c o r r e l a t e d 

a c r o s s t h i s i n t e r v a l , t h e r e ' s a good e x p e c t a t i o n 

t h a t t h e r e ' s n o t any k i n d o f r e a s o n a b l e p r e s s u r e 

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

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

as t h e o t h e r s , and t h a t i s what I a t t r i b u t e t o 

t h e poor r e s u l t s i n t h e s u r r o u n d i n g w e l l s , t h a t 
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t h e y p r o b a b l y have some k i n d o f an o v e r b a n k 

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

t h e same t h i c k c h a n n e l t h a t Enron was p r o d u c i n g 

f r o m i n t h e i r Cedar Lake No. 1. 

Q. Mr. Pe a r c y , on y o u r E x h i b i t 7, you've 

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

n o r t h w e s t / s o u t h e a s t o r i e n t a t i o n . I s t h a t 

o r i e n t a t i o n c o n s i s t e n t w i t h t h e s u b s u r f a c e 

g e o l o g y as known t o t h e o i l companies o p e r a t i n g 

i n t h i s p a r t i c u l a r a rea? I s i t c o n s i s t e n t w i t h 

t h a t ? 

A. T h i s i s t h e most c o n s i s t e n t 

i n t e r p r e t a t i o n , i n my p r o f e s s i o n a l j u d g m e n t , f o r 

t h i s Morrow "C" sand. However, we u n d e r s t a n d 

t h a t t h e o t h e r p e o p l e , such as Enron who a r e 

i n v o l v e d i n h e r e , do have a d i f f e r e n t 

i n t e r p r e t a t i o n , and t h a t ' s why t h e y ' r e r e l u c t a n t 

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

Q. Do t h e s e Morrow pods, a l l t e n d , a t 

l e a s t t h e ones t h a t have been p r p e v i o u s l y 

d i s c o v e r e d and on some o f y o u r o t h e r maps you've 

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

n o r m a l l y c o n s i d e r e d t o be a l i g n e d i n t h i s same 

o r i e n t a t i o n ? 

A. T h a t ' s c o r r e c t . The n o r t h w e s t t o 
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s o u t h e a s t t r e n d f o r t h e s e Morrow c h a n n e l s a p p e a r s 

t o a p p l y t o t h e good p r o d u c t i o n w h i c h i s 

e n c o u n t e r e d i n t h e west h a l f o f Township 17 

So u t h , 30 E a s t , a g a i n r e f e r r i n g back t o a 

p r e v i o u s e x h i b i t . 

T h e r e ' s one w e l l t h a t ' s made n e a r l y 17 

Bef, and you appear t o have a s i m i l a r a l i g n m e n t 

o f t h a t Lower Morrow c h a n n e l a t t h a t l o c a t i o n . 

And a l s o , o f f on t h e e a s t s i d e o f t h i s map, j u s t 

r i g h t o f f on t h e edge, Texaco has a l s o f o u n d some 

p r o d u c t i o n i n a s i m i l a r Morrow sand t h a t ' s 

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

and t h a t ' s why I b e l i e v e t h i s i s t h e b e s t way t o 

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

Q. A l l r i g h t . I f you have n o t h i n g f u r t h e r 

t o p r e s e n t on E x h i b i t No. 8, i f you c o u l d t u r n t o 

E x h i b i t No. 9, and i f you c o u l d i d e n t i f y t h a t f o r 

t h e r e c o r d and t h e n e x p l a i n what t h i s e x h i b i t 

r e p r e s e n t s ? 

A. E x h i b i t No. 9 i s a d r a i n a g e c a l c u l a t i o n 

t h a t was p r e p a r e d by a r e s e r v o i r e n g i n e e r a t 

ARCO, i n w h i c h he l o o k e d a t t h e r a d i u s o f 

d r a i n a g e and t h e e x p e c t e d r e s e r v e s t h a t t h e Enron 

w e l l o u g h t t o r e c o v e r i f i t d r a i n e d an 

a p p r o x i m a t e r a d i u s o f 1980 f e e t , w h i c h w o u l d be 
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up t o t h e edge o f t h i s p r o r a t i o n u n i t t h a t Enron 

has a s s i g n e d t o t h e w e l l . 

Q. Mr. Pe a r c y , you've had an o c c a s i o n t o 

r e v i e w a l l o f t h e s e c a l c u l a t i o n s , have you n o t ? 

A. Yes, I have, and I f i n d t h a t t h e y a r e 

c o r r e c t . 

Q. A l l r i g h t . And t h e y were made and t h e 

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

t h a t i s common t o r e s e r v o i r e n g i n e e r i n g and what 

g e o l o g i s t s , l i k e y o u r s e l f , r e l y upon? 

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

Q. A l l r i g h t . Why d o n ' t you go t h r o u g h 

t h e e x h i b i t now, and e x p l a i n t h e i n f o r m a t i o n 

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

t o t h i s a p p l i c a t i o n . 

A. There a r e seven p o i n t s t h e e n g i n e e r has 

made on h e r e . He has t a k e n t h e n e t pay map, 

w h i c h I ' v e shown p r e v i o u s l y , and l o o k e d a t t h e 

a c r e s w i t h i n t h e 1 9 8 0 - f o o t r a d i u s o f t h e Enron 35 

F e d e r a l No. 1, as he's shown i n I t e m 2. 

I n No. 3 he's c a l c u l a t e d t h e B g i 

f a c t o r , and t h e n a p p l i e d t h a t t o i t e m No. 4 t o 

come up w i t h a p p r o x i m a t e l y 931 Mcf p e r a c r e - f o o t 

t h a t o u g h t t o be r e c o v e r e d f r o m t h e Enron Cedar 

Lake No. 1 w e l l i n S e c t i o n 35. 
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I n I t e m 5, t h e gas i n p l a c e he's 

c a l c u l a t e d f r o m my n e t pay map i n S e c t i o n 35, 

w i t h i n a 1 9 8 0 - f o o t r a d i u s , w o u l d t h e n o n l y be 

a p p r o x i m a t e l y 2-1/2 Bef. 

He t h e n makes a p o i n t , i n I t e m 6, t h a t 

once c u m u l a t i v e p r o d u c t i o n on t h e Enron 35 

F e d e r a l No. 1 has exceeded a p p r o x i m a t e l y 2.5 B e f , 

t h a t d r a i n a g e i s o c c u r r i n g f r o m S e c t i o n 36. 

And t h e a p p r o x i m a t e c u m u l a t i v e 

p r o d u c t i o n f r o m t h e Enron 35 No. 1 i s abo u t 9-1/2 

Bef t h r o u g h May o f 1994. And a c u r r e n t 

p r o d u c t i o n r a t e o f 17 m i l l i o n c u b i c f e e t p e r day, 

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

t o e x p e c t f r o m S e c t i o n 36 a t t h i s t i m e , and 

t h a t ' s one r e a s o n why ARCO i s a n x i o u s t o g e t t h e 

w e l l i n 36 d r i l l e d as soon as p o s s i b l e . 

Q. Based on t h e s e c a l c u l a t i o n s , d r a i n a g e , 

i n a l l l i k e l i h o o d , has a l r e a d y begun t o o c c u r i n 

t h i s t r a c t t h a t we're s e e k i n g t o f o r c e p o o l , i s 

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

A. I w o u l d t h i n k most a s s u r e d l y t h a t ' s t h e 

case . 

Q. A l l r i g h t . W i t h r e s p e c t t o t h e 

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

t h i s l o c a t i o n p r e s e n t a r e a s o n a b l e p r o s p e c t o f 
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c o m p l e t i n g an economic Morrow w e l l ? 

A. A r e a s o n a b l e e x p e c t a t i o n , y e s . Based 

upon t h e g e o l o g y t h a t I ' v e l o o k e d a t i n t h e a r e a , 

I t h i n k i t ' s a v e r y r e a l i s t i c p l a c e t o g e t a w e l l 

d r i l l e d where i t needs t o be done as soon as 

p o s s i b l e t o p r o t e c t ARCO's c o r r e l a t i v e r i g h t s . 

However, I w o u l d l i k e t o p o i n t o u t , as 

I had e a r l i e r , t h a t w i t h i n t h i s a r e a t h e r e a r e 14 

no n c o m m e r c i a l o r s u b c o m m e r c i a l w e l l s and o n l y two 

p r o l i f i c w e l l s , w h i c h w o u l d g i v e an o v e r a l l 

s u c c e s s r a t i o o f a r e a s o n a b l e r e t u r n on one's 

money, o f somewhere a r o u n d 11 p e r c e n t i n t h i s 

a r e a . And t h a t ' s why we b e l i e v e t h a t t h e maximum 

p e n a l t y s h o u l d be as s e s s e d upon t h e d r i l l i n g f o r 

t h e n o n c o n s e n t i n g p a r t n e r s , o r t h e ones t h a t a r e 

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

Q. You h e a r d Mr. Lodge's t e s t i m o n y 

r e q u e s t i n g t h e 200 p e r c e n t p e n a l t y , w h i c h i s t h e 

maximum a l l o w e d by t h e Commission, and you f i n d 

t h a t t o be r e a s o n a b l e u n d e r t h e c i r c u m s t a n c e s 

t h a t a r e p r e s e n t e d o u t h e r e i n t h i s a r e a ? 

A. Yes. I c o n c u r . 

Q. Now, Mr. Pe a r c y , w i t h r e s p e c t t o t h e 

o p e r a t i n g mandate o f t h e Commission, do you f e e l 

t h a t 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 by t h e 
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Commission w o u l d be i n t h e i n t e r e s t s 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 

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

A. Yes, I do. 

Q. And a g a i n , i s i t n o t t r u e , i n y o u r 

p r o f e s s i o n a l o p i n i o n , t h a t t h e d e s i r e o f ARCO t o 

move q u i c k l y i n t h i s a r e a and g e t t h i s w e l l 

d r i l l e d i s r e a s o n a b l e , under t h e d r a i n a g e 

s c e n a r i o t h a t you have d e p i c t e d , i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . I t w o u l d be c e r t a i n l y 

r e a s o n a b l e f o r ARCO t o d r i l l t h i s w e l l as soon as 

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

Enron we11. 

Q. I s t h e r e a n y t h i n g f u r t h e r t h a t you 

wo u l d l i k e t o t e l l t h e Examiner c o n c e r n i n g any o f 

yo u r e x h i b i t s ? 

A. Up t o t h i s p o i n t , o u r main c o n c e r n has 

been d r a i n a g e t o t h e Enron No. 1 w e l l . A g a i n , as 

we've s t a t e d , t h e Enron No. 2 w e l l i n t h e 

s o u t h e a s t q u a r t e r o f S e c t i o n 35 i s c u r r e n t l y 

d r i l l i n g . 

I f t h a t does t a p i n t o t h i s same sand 

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

ARCO w o u l d n o t be p r o t e c t i n g t h e i r c o r r e l a t i v e 

r i g h t s i f t h i s w e l l i s n o t d r i l l e d as soon as 
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p o s s i b l e . 

Q. And, under t h e g e o l o g i c p i c t u r e t h a t 

you've shown i n y o u r e a r l i e r e x h i b i t s , t h e r e ' s 

a l l r e a s o n a b l e e x p e c t a t i o n t h a t t h i s No. 2 w e l l 

of Enron's w i l l be a suc c e s s and v e r y l i k e l y a 

p r o l i f i c p r o d u c e r , a l s o ? 

A. Very l i k e l y . I w o u l d e x p e c t b e t t e r 

sand d e v e l o p m e n t t h a n happened i n Mewbourne's 

Cedar B r e a k s No. 2 w e l l t o t h e s o u t h , and 

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

t o make a w e l l i n excess o f 1 Bef, and most 

l i k e l y i n t h e o r d e r o f s o m e t h i n g l i k e 2 t o 5 Bef. 

Q. Now, Mr. Pea r c y , E x h i b i t s 6 t h r o u g h 9, 

were t h e s e e x h i b i t s p r e p a r e d under y o u r d i r e c t i o n 

o r you've r e v i e w e d them f o r t h e i r a c c u r a c y , i s 

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

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

MR. CARROLL: Mr. Examiner, I w o u l d 

move t h e a d m i s s i o n o f E x h i b i t s 6 t h r o u g h 9. 

EXAMINER MORROW: E x h i b i t s 6 t h r o u g h 9 

ar e admi t t e d . 

MR. CARROLL: I w o u l d pass t h e w i t n e s s 

a t t h i s t ime. 

EXAMINER MORROW: Mr. Ca r r ? 

MR. CARR: I have no q u e s t i o n s , Mr. 
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Morrow. 

EXAMINATION 

BY EXAMINER MORROW: 

Q. Mr. Pe a r c y , I wan t e d t o ask you more 

ab o u t t h e w e l l i n S e c t i o n 39. One o f y o u r 

e x h i b i t s i n d i c a t e d i t had r e c o v e r e d more gas t h a n 

t h e Enron w e l l i n t h e n o r t h h a l f o f S e c t i o n 35. 

What k i n d o f p r o d u c i n g r a t e d i d i t have 

i n i t i a l l y , and what i s i t p r o d u c i n g now? 

A. E x a c t l y w h i c h w e l l a r e you t a l k i n g 

a b o u t , s i r ? 

Q. The Anadarko w e l l . 

A. The Anadarko w e l l i n S e c t i o n 34 w a s — 

Q. 34 or 39? I t h o u g h t - -

A. There's a w e l l t h a t ' s made 7.6 Bef i n 

S e c t i o n 34, w h i c h i s ab o u t one m i l e t o t h e w e s t . 

Q. Oh, a l l r i g h t . I had 39 f e e t . T h a t ' s 

where I made t h e m i s t a k e . 

A. T h a t ' s r i g h t , 39 f o o t o f sand. That 

w e l l was c o m p l e t e d i n a p p r o x i m a t e l y 1992, and t h e 

i n i t i a l r a t e s on t h a t I do n o t have w i t h me, b u t 

d i d n o t seem t o be o v e r l y e x c e s s i v e . To t h e b e s t 

o f my r e c o l l e c t i o n , i t ' s somewhere a r o u n d two 

m i l l i o n c u b i c f e e t o f gas p e r day f r o m t h a t w e l l . 

Q. Two m i l l i o n a day? 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

17 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

4 1 

A. That was t h e i n i t i a l r a t e , y e s , s i r . 

Q. I t p r o b a b l y w o u l d n ' t g e t you t o 7.6 Bef 

i n two y e a r s , w o u l d i t ? 

A. I do have a r a t e i n December o f 1993, 

w h i c h i n d i c a t e s t h a t t h e w e l l has come down 

somewhat. At t h a t t i m e i t was p r o d u c i n g a b o u t 12 

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

work back t o ab o u t 500 Mcf a day. 

Q. You say a m i l l i o n a day, so f o r a y e a r 

i t w o u l d be 365 m i l l i o n , a m i l l i o n a day w o u l d . 

I f i t was c o m p l e t e d i n 92, f o u r t i m e s t h a t w o u l d 

be a l i t t l e o v e r a Bef, w o u l d n ' t i t ? 

A. So, t h e w e l l came on s t r o n g b u t i t has 

d e p l e t e d q u i t e a b i t a t t h i s p o i n t and does 

appear t o be i n a d i f f e r e n t sand. I do 

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

t h a t t h e y do n o t b e l i e v e t h e r e ' s any k i n d o f 

c o m m u n i c a t i o n between t h i s Anadarko w e l l i n 

S e c t i o n 34, and t h e Enron Cedar Lake No. 1 w e l l 

i n S e c t i o n 35. 

Q. From t h e c r o s s - s e c t i o n , you i n d i c a t e a 

t h i c k e r sand s e c t i o n a t t h e Enron l o c a t i o n i n 

S e c t i o n 35, t h e c o m p l e t e d w e l l t h e r e . From y o u r 

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

any o t h e r d i f f e r e n c e s i n r e s e r v o i r q u a l i t y , o r 
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was i t s t r i c t l y t h e t h i c k n e s s t h a t made t h e 

d i f f e r e n c e ? 

A. From t h e l o g s , i t l o o k s l i k e b o t h t h e 

w e l l s have a s i m i l a r d e v e l o p m e n t o f good sand. 

T h e r e ' s a s l i g h t d e c r e a s e i n n e t f o o t a g e , o f 

c o u r s e , i n S e c t i o n 34. As b e s t I can t e l l , 

t h e r e ' s no s i g n i f i c a n t d i f f e r e n c e on t h e l o g s 

between t h e s e two. A g a i n — 

Q. How ab o u t t h e o t h e r w e l l s on y o u r 

c r o s s - s e c t i o n ? How do t h e l o g p o r o s i t i e s t h e r e 

compare t o t h e l o g p o r o s i t i e s i n t h e Enron w e l l ? 

A. The l o g p o r o s i t i e s i n t h e Mewbourne 

w e l l i n S e c t i o n 2, w h i c h i s on my c r o s s - s e c t i o n 

near t h e s o u t h end, d i d l o o k v e r y good and were 

d e v e l o p e d i n t h e o r d e r o f 13 t o 14 p e r c e n t 

p o r o s i t y . I w o u l d have e x p e c t e d , i f t h a t was i n 

a l a r g e r r e s e r v o i r , t h a t t h a t s h o u l d have d r a i n e d 

a w h ole l o t more gas t h a n i t a c t u a l l y d i d . So 

t h i s i s a case where t h e l o g s w o u l d j u s t g i v e you 

a p i n p o i n t p i c t u r e o f what's h a p p e n i n g on t h a t , 

and w o u l d a l w a y s be a good r e p r e s e n t a t i o n o f t h e 

gas t h a t can be r e c o v e r e d f r o m t h e a r e a . 

Q. On t h e E x h i b i t No. 9, how many a c r e s 

a r e t h e r e i n a 1 9 8 0 - f o o t c i r c l e ? 

A. W i t h i n t h e 1 9 8 0 - f o o t c i r c l e f r o m t h e 
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Enron 35 F e d e r a l No. 1, as shown i n i t e m No. 2, 

t h e r e a r e a p p r o x i m a t e l y 70.7 a c r e s . 

Q. So, y o u r d r a i n a g e c a l c u l a t i o n s h e r e a r e 

based on 70.7 a c r e s , i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . T h a t ' s t h e d r a i n a g e 

c i r c l e a r o u n d t h e w e l l where any k i n d o f d r a i n a g e 

w o u l d b e g i n t o i m p i n g e upon S e c t i o n 36. 

Q. So t h e gas i n p l a c e f o r a 3 2 0 - a c r e 

spaced w e l l on t h a t 320 a c r e s w o u l d be 

a p p r o x i m a t e l y t h r e e t i m e s t h a t , I w o u l d assume 

t h a t w o u l d be r i g h t , o r f o u r t i m e s t h a t ? 

A. A g a i n , i f we assume t h a t t h e d r a i n a g e 

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

be c o r r e c t . Somewhere a r o u n d t h r e e t i m e s t h a t 

w o u l d be c o r r e c t . 

However, w i t h t h e o r i e n t a t i o n o f t h e 

Morrow sand t h a t we have h e r e , I w o u l d s t r o n g l y 

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

f r o m t h e west and t h e e a s t s i d e o f Enron's 

p r o r a t i o n u n i t ; i n o t h e r w o r ds, f r o m S e c t i o n 36, 

once t h e w e l l has p r o d u c e d i n t h e l i n e o f 2.5 

Bef . 

Q. Yes. I guess t h e a s s u m p t i o n w o u l d be, 

on 3 2 0 - a c r e s p a c i n g , t h a t i f a l l l e a s e s i n t h e 

r e s e r v o i r were p r o p e r l y d e v e l o p e d , t h e n each one 
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w o u l d d r a i n 320, e i t h e r f r o m i t s 320 or f r o m 

o f f s e t t i n g 320s? 

A. Pre s u m a b l y so, y e s , s i r . 

Q. I s t h e gas i n p l a c e , t o what p r e s s u r e 

d e p l e t i o n i s t h a t based on? 

A. The a s s u m p t i o n s h e r e f o r t h e B g i t h a t 

have been used by t h e e n g i n e e r , assumes a 

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

p r e s s u r e . 

Q. You d r a i n i t t o a t m o s p h e r i c p r e s s u r e ? 

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

a c r e - f o o t a g e . 

EXAMINER MORROW: A l l r i g h t , Mr. 

Pear c y . T h a t ' s a l l t h e q u e s t i o n s I have. Thank 

you, s i r . 

MR. CARROLL: Mr. Examiner, t h a t 

c o n c l u d e s ARCO's case. 

EXAMINER MORROW: Thank you. Mr. C a r r , 

you have s o m e t h i n g you w o u l d l i k e t o say? 

MR. CARR: No, I do n o t . I have 

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

EXAMINER MORROW: Case 10993 w i l l be 

t a k e n under a d v i s e m e n t . 

(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 hereby certify that the foregoing Is 
a co : ,cle e record of the proceedings in 
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