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HEARING EXAMINER: W e ' l l c a l l case 9806. 

MR. STOVALL: A p p l i c a t i o n of P a c i f i c 

E n t e r p r i s e s O i l Company f o r an un o r t h o d o x gas w e l l 

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

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n of t h e Santa Fe law f i r m of K e l l a h i n , 

K e l l a h i n & Aubrey. I'm a p p e a r i n g on b e h a l f of t h e 

A p p l i c a n t , and I have two w i t n e s s e s t o be sworn. 

(Witnesses sworn.) 

HEARING EXAMINER: Proceed, Mr. K e l l a h i n . 

MR. KELLAHIN: Mr. Examiner, I may have 

rushed the p r o c e s s . Mr. V a n d i v e r i s here on b e h a l f of 

Yates, and perhaps he would l i k e t o e n t e r h i s 

appearance. 

MR. VANDIVER: Mr. Examiner, I'm David 

V a n d i v e r w i t h t he f i r m of F i s k & V a n d i v e r i n A r t e s i a , 

a p p e a r i n g on b e h a l f of Yates P e t r o l e u m C o r p o r a t i o n and 

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

HEARING EXAMINER: Thank you, Mr. V a n d i v e r . 

MR. STOVALL: I s i t s a f e t o assume you have 

no w i t n e s s e s , Mr. Vandiv e r ? 

MR. VANDIVER: No, s i r , no w i t n e s s e s . 

MR. STOVALL: A p o l o g i e s f o r n o t g i v i n g you 

the o p p o r t u n i t y t o appear. 

HEARING EXAMINER: Proceed. 

CUMBRE COURT REPORTING 
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DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Moore, f o r t h e r e c o r d would you pl e a s e 

s t a t e your name and o c c u p a t i o n . 

A. My name i s Ralph Moore. I'm the g e o l o g i c a l 

manager f o r P a c i f i c E n t e r p r i s e s O i l & Gas Company, 

Permian B a s i n D i v i s i o n . 

Q. Mr. Moore, on p r i o r o c c a s i o n s have you 

t e s t i f i e d b e f o r e t h e D i v i s i o n as a p e t r o l e u m 

g e o l o g i s t ? 

A. I've never had an o p p o r t u n i t y t o do t h a t . 

Q. Would you d e s c r i b e f o r t h e Examiner when 

and where you o b t a i n e d your degree i n g e o l o g y . 

A. I g o t an u n d e r g r a d u a t e degree, a b a c h e l o r 

of s c i e n c e i n geology from Stephen F. A u s t i n i n 

Nacogdoches, Texas, i n 1972. I went on and d i d 

g r a d u a t e work a t the U n i v e r s i t y of Oklahoma. 

I s t a r t e d my c a r e e r w i t h Sun O i l and worked 

f o r Hunt O i l as an inde p e n d e n t g e o l o g i s t f o r the l a s t , 

w e l l , I guess t h r o u g h 1985. Then I became a s s o c i a t e d 

w i t h Knox I n d u s t r i e s , and I'v e been w i t h P a c i f i c 

E n t e r p r i s e s f o r two years . 

I've worked i n the c a p a c i t y of an 

e x p l o r a t i o n g e o l o g i s t , e x p l o r a t i o n manager, a 

g e o l o g i c a l manager and a v i c e p r e s i d e n t of 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

6 

e x p l o r a t i o n . 

Q. Do your y e a r s of g e o l o g i c e x p e r i e n c e 

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

New Mexico? 

A. A p p r o x i m a t e l y h a l f of my c a r e e r has been 

w o r k i n g the geology of s o u t h e a s t New Mexico. 

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

geology w i t h r e g a r d s t o t h e South D a l l a s U n i t No. 2 

Wel l proposed f o r Chaves County, New Mexico, t h a t i s 

the s u b j e c t of t h i s a p p l i c a t i o n ? 

A. I am. 

Q. How are you f a m i l i a r w i t h t h a t , Mr. Moore? 

A. I became i n v o l v e d w i t h the p r o j e c t when 

T e r r a Resources, t h e pr e d e c e s s o r of P a c i f i c 

E n t e r p r i s e s O i l & Gas, d r i l l e d t h e T e r r a S t a t e 35 

l o c a t e d j u s t t o t h e n o r t h i n S e c t i o n 35. That was 

January of 1989. And I've watched t h e development i n 

the f i e l d Foor Ranch i n S e c t i o n 36, and a l s o the Sunny 

Side No. 2 w e l l . So I'm v e r y f a m i l i a r w i t h t he 

development of Foor Ranch. 

Q. Have you made a g e o l o g i c s t u d y t o reach 

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

the s u b j e c t w e l l t h a t i s p a r t of t h e a p p l i c a t i o n i n 

t h i s case? 

A. I have. 

CUMBRE COURT REPORTING 
(505) 984-2244 
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MR. KELLAHIN: Mr. Examiner, we render 

Mr. Moore as an e x p e r t p e t r o l e u m g e o l o g i s t . 

HEARING EXAMINER: Mr. Moore i s q u a l i f i e d . 

Q. (BY MR. KELLAHIN) Mr. Moore, l e t me d i r e c t 

your a t t e n t i o n , s i r , t o what i s marked as E x h i b i t 

No. 1 . , and b e f o r e you e x p l a i n t h e d i s p l a y and t h e 

c o n c l u s i o n s , would you s i m p l y i d e n t i f y i t f o r us. 

A. I t ' s an O r d o v i c i a n s t r u c t u r e map i n th e 

South D a l l a s U n i t area. 

Q. I s the geology i n t e r p r e t e d on t h i s e x h i b i t 

an i n t e r p r e t a t i o n t h a t you have made? 

A. Yes, i t i s . 

Q. And you have made t h e balance of the 

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

we w i l l i n t r o d u c e t o t h e Examiner? 

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

Q. L e t ' s o r i e n t t h e Examiner as t o what we're 

p r o p o s i n g t o a c c o m p l i s h . W i l l you, f i r s t o f a l l , 

i d e n t i f y f o r us the proposed w e l l l o c a t i o n t h a t you 

are s e e k i n g a p p r o v a l f o r ? 

A. The proposed w e l l i s l o c a t e d i n S e c t i o n 2, 

660 f e e t from the n o r t h l i n e , 1400 f e e t from the ea s t 

l i n e of Township 10 South, 26 East, Chaves County, 

New Mexico. 

Q. The proposed s p a c i n g u n i t t o d e d i c a t e t o 

CUMBRE COURT REPORTING 
(505) 984-2244 
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the w e l l f o r p r o d u c t i o n a t t h i s d e p t h would be what, 

s i r ? 

A. Say t h a t a g a i n . 

Q. Yes. What i s t h e s p a c i n g u n i t you would 

propose t o d e d i c a t e t o the w e l l ? 

A. 320 acres . 

Q. And what would be the o r i e n t a t i o n of t h a t 

s p a c i n g u n i t w i t h i n S e c t i o n 2? 

A. I t would be the N o r t h 1/2 the S e c t i o n 2. 

Q. The Examiner heard e a r l i e r t h i s morning a 

p r e s e n t a t i o n by Yates w i t h r e g a r d t o t h e i r r e q u e s t f o r 

an u n o r t h o d o x w e l l l o c a t i o n i n case 9795. I s t h a t 

area shown as a p o r t i o n of your E x h i b i t No. 1? 

A. Yes. I t ' s r e p r e s e n t e d i n the South 1/2 of 

S e c t i o n 2. 

Q. Do you have a g e o l o g i c o p i n i o n about t he 

proposed u n o r t h o d o x w e l l l o c a t i o n ? 

A. I have. 

Q. And what i s t h a t , s i r ? 

A. We have p i c k e d the b e s t l o c a t i o n i n the 

No r t h 1/2 of S e c t i o n 2 t o e x p l o i t t h e o i l and gas 

t h a t ' s t r a p p e d i n the O r d o v i c i a n r o c k s . We have 

p i c k e d t h e l o c a t i o n based on s e i s m i c as w e l l as 

s u b s u r f a c e c o n t r o l . And i t i s as c l o s e t o g e o l o g i c a l 

good l o c a t i o n as we can ge t t o a s t a n d a r d l o c a t i o n . 

CUMBRE COURT REPORTING 
(505) 984-2244 
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Q. L e t ' s compare g e o l o g i c a l l y t he i n f o r m a t i o n 

you see between t h e c l o s e s t s t a n d a r d l o c a t i o n and t h e 

proposed u n o r t h o d o x l o c a t i o n , and so t h a t you and I 

are t a l k i n g on t h e same wave l e n g t h , i t would appear j 

w i t h a N o r t h 1/2 d e d i c a t i o n the c l o s e s t s t a n d a r d 

I 

l o c a t i o n t o your w e l l l o c a t i o n would be 1980 from t h e j 

east l i n e and 660 from t h e n o r t h l i n e . Do you and I 
j 

agree? j 

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

Q. I f we spo t a w e l l a t t h a t c l o s e s t s t a n d a r d 

l o c a t i o n , what does i t t e l l you as a g e o l o g i s t when 

you l o o k a t t h e s t r u c t u r e map? I 

A. W e l l , we're moving towards t h e - - i f we g e t 

an o r t h o d o x l o c a t i o n , we're moving towards -- down t o 

the west f a u l t , and we want t o s t a y away from t h i s 

f a u l t as b e s t we can. 

Q. I n a d d i t i o n , l o o k i n g a t the s t r u c t u r e map, 

I see a l i n e i n b l u e t h a t says gas/water c o n t a c t ? 

A. Yes. The gas/water c o n t a c t f o r the f i e l d 

has been e s t a b l i s h e d somewhere between 2236 subsea 

da turn and 2 2 5 0. 

Q. A s t a n d a r d l o c a t i o n would p u t you i n c l o s e r 

p r o x i m i t y t o your i n t e r p r e t a t i o n of a gas/water 

c o n t a c t i n t h e N o r t h 1/2 of 2? 

A. R i g h t . 

CUMBRE COURT REPORTING I 
( 505 ) 9 8 4-2 244 
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Q. D e s c r i b e f o r us th e i n f o r m a t i o n a v a i l a b l e 

i n a g e n e r a l way t h a t h e l p e d you i n t e r p r e t the 

l o c a t i o n of t h e f a u l t as you have d e p i c t e d i t h e r e . 

A. W e l l , t h e c o n t r o l f o r t h e f a u l t i s -- we 

have seen i t and we know t h a t the w e l l i n th e West 1/2 

of t h e N o r t h w e s t -- I'm s o r r y -- the West 1/2 of t h e 

N o r t h 1/2 , the South D a l l a s No. 1, i s a d r y h o l e i n 

the O r d i v i c i a n . I t i s wet. I t i s , o b v i o u s l y , on th e 

on the downthrown s i d e . We have shot some a d d i t i o n a l 

s e i s m i c work i n t h e r e t o h e l p us c o n f i r m t h e l o c a t i o n 

of t h a t f a u l t . And th e s e i s m i c l i n e s are no t e d i n 

dashed l i n e s w i t h t h e i r a p p r o x i m a t e s e i s m i c datum 

a s s o c i a t e d w i t h i t . 

I m i ght add t h a t t h e datum r e p r e s e n t s t h e 

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

u n c o n f o r m i t y , and we have j u s t a d j u s t e d t h e O r d o v i c i a n 

S t r u c t u r e t o r e p r e s e n t t a k i n g o u t t h e M i s s i s s i p p i a n . 

So we have a t r u e O r d o v i c i a n S t r u c t u r e map; we have 

c r e a t e d one. So, b a s i c a l l y , we have s e i s m i c c o n t r o l 

of t h e f a u l t and s u b s u r f a c e c o n t r o l of f a u l t . 

Q. Do you have a g e o l o g i c o p i n i o n as t o 

whether or no t g e o l o g i c a l l y t h e r e i s a n e c e s s i t y t o 

have two w e l l s i n t h e East 1/2 S e c t i o n 2, t h e Yates 

w e l l i n th e Southeast 1/4 and the P a c i f i c w e l l i n the 

N o r t h e a s t 1/4? 

CUMBRE COURT REPORTING 
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A. I do have an o p i n i o n , and t h a t o p i n i o n i s 

s i m p l y t h a t one w e l l l o c a t e d i n t h e East 1/2 of 

S e c t i o n 2 w i l l n o t d r a i n a l l t h e gas i n p l a c e i n 

S e c t i o n 2 as an East 1/2 u n i t . 

The reason why we t h i n k t h a t i s , i s t h a t 

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

t h e r e , as I've n o t e d . There i s a saddle or a low i n 

about t h e m i d l i n e of the East 1/2 of S e c t i o n 2. 

Q. Let's find the seismic line for zhe 

Examiner t h a t runs n o r t h - s o u t h . I t ' s t h e one t h a t ' s 

JQ-10? 

A. JQ-10. 

Q. Your i n t e r p r e t a t i o n of t h a t s e i s m i c 

i n f o r m a t i o n t e l l s you what, s i r ? 

A. We t h i n k t h a t t h e N o r t h 1/2 of S e c t i o n 2 i s 

r e l a t e d t o th e T e r r a 35 S t a t e No. 1 l o c a t e d i n 

S e c t i o n 35. I t ' s p a r t of th e s o u t h e r n end of t h a t 

s t r u c t u r e . We t h i n k t h a t t h e South 1/2 where Yates i s 

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

indep e n d e n t f e a t u r e . And no w e l l p l a c e d anywhere i n 

t h a t East 1/2 w i l l d r a i n t h e e n t i r e 320. 

Q. Let me have you i d e n t i f y f o r t h e r e c o r d 

E x h i b i t No. 2 f o r us. 

A. E x h i b i t No. 2 i s an acreage p l a t showing 

the d i f f e r e n t acreage and the u n i t s w i t h i n the area. 

CUMBRE COURT REPORTING 
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Q. L e t me i n v i t e your a t t e n t i o n on E x h i b i t 

No. 2, n o r t h of the area shaded i n y e l l o w , and i f you 

w i l l move n o r t h two s e c t i o n s w i t h me and l o o k a t 

S e c t i o n 26? 

A. R i g h t . 

Q. We see two l a i d down 320 gas s p a c i n g u n i t s 

and b o t h w e l l s i n the e a s t e r n s i d e of the s e c t i o n , do 

we not? 

A. We do. 

Q. Can you draw any comparisons t o how the 

w o r k i n g i n t e r e s t owners have d e t e r m i n e d t h e b e s t way 

t o d e v e l o p 26 as i t r e l a t e s t o S e c t i o n 2? 

A. S e c t i o n 26 i s v e r y s i m i l a r g e o l o g i c a l l y t o 

S e c t i o n 2 i n t h a t i t i s -- the r e s e r v o i r e x i s t s 

p r i m a r i l y i n t h e East 1/2 of the s e c t i o n . And one 

w e l l would n o t d r a i n the e n t i r e 320, so two w e l l s were 

d r i l l e d i n t h e r e t o p r e v e n t waste. 

Q. And t h e r e are o t h e r examples, t h e n , of 

un o r t h o d o x w e l l l o c a t i o n s w i t h i n t h i s p a r t i c u l a r area 

of t h e pool? 

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

Q. The two w e l l s i n 26, the two w e l l t h a t 

we're t a l k i n g about today i n S e c t i o n 2. Are you aware 

of any o t h e r s ? 

A. Not of f h a n d . 

CUMBRE COURT REPORTING 
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Q. I guess those would be th e f o u r p r i n c i p a l 

u n o r t h o d o x l o c a t i o n s , would t h e y not? 

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

Q. L e t ' s go t o your s t r u c t u r a l c r o s s - s e c t i o n , 

i f you w i l l . 

A. 1 would l i k e t o come back t o S e c t i o n 35, i f 

I c o u l d . The T e r r a S t a t e 35 was d r i l l e d as a s t a n d a r d 

l o c a t i o n . The reason why i t was i s t h a t t h e l e a s e i s 

g o i n g t o e x p i r e January 1 s t , 1989. We d i d n o t have 

ti m e t o go t h r o u g h t h e normal process of an u n o r t h o d o x 

l o c a t i o n , or we would have developed S e c t i o n 36 i n the 

same manner t h a t S e c t i o n 26 has been d e v e l o p e d , and as 

we're t a l k i n g about S e c t i o n ^2. So S e c t i o n 35 and the 

T e r r a S t a t e 35, as i t r e l a t e s t o t h a t s e c t i o n i s t h e 

e x c e p t i o n . 

Q. L e t me d i r e c t your a t t e n t i o n now, 

Mr. Moore, t o E x h i b i t No. 3, which i s your s t r u c t u r a l 

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

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

Q. Be f o r e you d e s c r i b e your i n t e r p r e t a t i o n 

would you t a k e a moment and i d e n t i f y f o r us th e l i n e 

of t he c r o s s - s e c t i o n and th e w e l l s t h a t are shown on 

the c r o s s - s e c t i o n ? 

A. The l i n e runs fro m S e c t i o n 35. The T e r r a 

35 w e l l i s on the r i g h t - h a n d s i d e of the 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

14 

c r o s s - s e c t i o n . The Harper O i l Company, which we now 

op e r a t e as P a c i f i c E n t e r p r i s e s O i l & Gas, South D a l l a s 

No,. 1 i s on the extreme l e f t . We've g o t t h e proposed 

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

Q. What's your major g e o l o g i c c o n c l u s i o n from 

t h e e x a m i n a t i o n of the c r o s s - s e c t i o n show on 

E x h i b i t No. 3? 

A. W e l l , I would draw your a t t e n t i o n t o t h e 

T e r r a S t a t e 35, and you can see where i t i s p e r f o r a t e d 

and the known gas/water c o n t a c t . As we move move 

s o u t h w e s t e r n t h r o u g h our l o c a t i o n down t o the Harper 

South D a l l a s No. 1 W e l l , t h e South D a l l a s No. 1 Wel l 

i s d e f i n i t e l y cn the downthrown s i d e of the f a u l t . 

And you can see I have t h e d r i l l stem t e s t 

i n f o r m a t i o n . I t was c l e a r l y wet w i t h a show of gas. 

I t i s now p r o d u c i n g from t h e Penn and Abo com i n g l e d --

w e l l , i t ' s p r e s e n t l y shut i n . 

But as the i l l u s t r a t i o n shows, we w i l l be 

r a p i d l y l o s i n g O r d o v i c i a n pay above water as we move 

t o t h e s o u t h w e s t , and t h a t ' s why p i c k e d t h e l o c a t i o n 

where we have. 

Q. Would you t u r n now t o P a c i f i c 

E x h i b i t No. 4, Mr. Moore, and would you i d e n t i f y any 

t h a t d i s p l a y f o r us. 

A. That i s an O r d o v i c i a n P o r o s i t y Map Above 
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Water. What t h a t s i m p l y means i s t h a t we've t r i e d t o 

take the n e t pay w i t h p o r o s i t y above s i x peircent i n 

each p a r t i c u l a r w e l l b o r e , and t h i s i s what we t h i n k 

the a c t u a l r e s e r v o i r l o o k s l i k e i n each w e l l bore and 

have t r i e d t o connect those p o i n t s t o come up w i t h t h e 

geometry of th e r e s e r v o i r i n t h i s a r e a. 

We have a l l o w e d t h e s t r u c t u r a l 

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

how i t ' s o r i e n t e d . 

I t ' s a c o m b i n a t i o n map, b a s i c a l l y , of 

p o r o s i t y t h a t ' s been i n f l u e n c e d by s t r u c t u r e , which 

was E x h i b i t No. 1. 

Q. I n your o p i n i o n , Mr. Moore, as a g e o l o g i s t , 

i s t h e proposed u n o r t h o d o x l o c a t i o n t h e optimum 

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

E n t e r p r i s e s s h o u l d be a l l o w e d t h e o p p o r t u n i t y t o d r i l l 

an O r d o v i c i a n w e l l t o r e c o v e r t h e share of t h e 

r e s e r v e s u n d e r l y i n g t h e N o r t h 1/2 of S e c t i o n 2? 

A. I t ' s the b e s t p l a c e t o d r i l l a w e l l i n the 

N o r t h 1/2. 

MR. KELLAHIN: That concludes my 

e x a m i n a t i o n of Mr. Moore. Mr. Lyon, we move t h e 

i n t r o d u c t i o n of h i s E x h i b i t 1 t h r o u g h 4. 

HEARING EXAMINER: I s t h e r e o b j e c t i o n ? 

E x h i b i t s 1 t h r o u g h 4 w i l l be a d m i t t e d . 

CUMBRE COURT REPORTING 
1505) 984-1244 



16 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

EXAMINATION 

BY HEARING EXAMINER: 

Q. Mr. Moore, r e f e r r i n g t o your E x h i b i t 2, you 

mentioned t h a t S e c t i o n 26 had two w e l l s . I t appears 
t 
i 
i 

t o me t h a t S e c t i o n 26 has t h r e e w e l l s ? 

A. S e c t i o n 26 has t h r e e -- two w e l l s t h a t 

r e l a t e t o t h e O r d o v i c i a n . I don't b e l i e v e the w e l l i n 

the n o r t h w e s t c o r n e r i s an O r d o v i c i a n w e l l . 

Q. No way I can t e l l f rom your map. 

A. That's t r u e . 

HEARING EXAMINER: That's a l l I have. 

The w i t n e s s maybe excused. 

MR. KELLAHIN: Mr. Lyon, my n e x t w i t n e s s i s 
i I 

j r e s e r v o i r e n g i n e e r , Paul L e r w i c k i s an e n g i n e e r w i t h 

w i t h P a c i f i c E n t e r p r i s e s . 

HEARING EXAMINER: S p e l l t h a t p l e a s e . 

THE WITNESS: L-E-R-W-I-C-K. 

HEARING EXAMINER: Thank you. 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. L e r w i c k , on p r i o r o c c a s i o n s have you 

t e s t i f i e d as an en g i n e e r b e f o r e the D i v i s i o n ? 

A. I've n o t had t h a t o p p o r t u n i t y . 

Q. Would you summarize f o r us what your 

e d u c a t i o n a l background i s . 
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A. I g r a d u a t e d w i t h a b a c h e l o r of s c i e n c e 

degree i n p e t r o l e u m e n g i n e e r i n g i n December of 1974 

from the U n i v e r s i t y of Wyoming. 

Q. Subsequent t o g r a d u a t i o n have you pe r f o r m e d 

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

s o u t h e a s t e r n New Mexico and west Texas? 

A. Yes, I have. 

Q. Summarize your employment e x p e r i e n c e f o r 

us . 

A. I worked s i x years f o r ARCO, f i v e of them 

were i n A l a s k a , and the l a s t year was i n the Permian 

B a s i n . I th e n worked, b e g i n n i n g i n 1981 t h r o u g h 87, 

w i t h C l a y t o n W i l l i a m s , who i s an inde p e n d e n t o p e r a t o r 

i n M i d l a n d , Texas. And t h a t d i d i n c l u d e h i s 

o p e r a t i o n s i n New Mexico and Texas, as w e l l as the 

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

I n 1987 I took a j o b w i t h T e r r a , which i s 

the predecessor of P a c i f i c E n t e r p r i s e s . And I have 

worked t h e l a s t 10 months, I would guess, back i n 

New Mexico and Texas a g a i n . So I have a f a i r amount 

of e x p e r i e n c e i n t h a t a r e a . 

Q. Have you s p e c i f i c a l l y a p p l i e d any of t h e 

d i s c i p l i n e s of your p r o f e s s i o n t o the s u b j e c t m a t t e r 

of t h i s a p p l i c a t i o n ? 

A. Yes, I have. 
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Q. And what s p e c i f i c a l l y have you done, 

Mr. L e r w i c k ? 

A. I l o o k e d a t the N o r t h 1/2 of S e c t i o n 2, 

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

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

d r i l l i n g a w e l l . 

Q. And h a v i n g done t h a t , have you reached 

c e r t a i n c o n c l u s i o n s about t h e r e s e r v e s i n p l a c e as 

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

u n i t t h a t i s proposed? 

A. Yes, I have. 

MR. KELLAHIN: We t e n d e r Mr. L e r w i c k as an 

e x p e r t p e t r o l e u m e n g i n e e r . 

HEARING EXAMINER: Mr. L e r w i c k i s 

q u a 1 i f i e d . 

Q. {BY MR. KELLAHIN) Mr. L e r w i c k , b e f o r e you 

d i s c u s s f o r us your s p e c i f i c c o n c l u s i o n s , d e s c r i b e f o r 

the Examiner t h e methodology t h a t you a p p l i e d i n o r d e r 

t o come t o t h e c o n c l u s i o n about t h e r e c o v e r a b l e 

r e s e r v e s u n d e r l y i n g t h e N o r t h 1/2 of S e c t i o n 2. 

A. I ' d l i k e t o draw your a t t e n t i o n t o 

E x h i b i t 4, which was i n th e l a s t e x h i b i t t h a t 

Mr. Moore p r e s e n t e d , which was e s s e n t i a l l y a n e t pay 

is o p a c h of O r d i v i c i a n h e r e . 

I used an average p o r o s i t y t h a t we would 
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e x p e c t based on the o f f s e t w e l l s f o r the proposed 

l o c a t i o n . I used t h e bott o m h o l e p r e s s u r e as 

de t e r m i n e d f r o m p r e s s u r e b u i l d - u p s t h a t were done on 

the T e r r a S t a t e 35 i n S e c t i o n 35 and i n the Sunny Side 

No. 2 i n S e c t i o n 1, b o t h of which we have a w o r k i n g 

i n t e r e s t i n . 

I a l s o used a wat e r s a t u r a t i o n t h a t i s 

c o n s i s t e n t w i t h those t h a t we see i n b o t h of those 

o f f s e t w e l l s . 

And then I used s t a n d a r d v o l u m e t r i c 

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

pay i s o p a c h and a p p l i e d the bottom h o l e p r e s s u r e s , t h e 

water s a t u r a t i o n s , and the p o r o s i t i e s , t o come up w i t h 

a volume of gas t h a t I f e l t was i n p l a c e , based on 

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

f a c t o r t o t h a t . 

Q. I s t h a t a s t a n d a r d l y accepted methodology 

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

r e s e r v e s used by e n g i n e e r s such as you i n the 

i n d u s t r y ? 

A. C e r t a i n l y f o r a proposed d r i l l i n g l o c a t i o n . 

What you have w i t h t he d a t a we have, yes, i t i s . 

Q. Making t h a t c a l c u l a t i o n and a p p l y i n g those 

parameters t o t h i s p a r t i c u l a r s p a c i n g u n i t , what d i d 

you come up w i t h f o r t h e gas i n plac e ? 
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A. I came up w i t h 1.7 bcf of r e c o v e r a b l e 

r e s e r v e s . 

Q. That's t h e r e c o v e r a b l e r e s e r v e s number, 1.7 

bcf of r e c o v e r a b l e r e s e r v e s ? 

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

Q. And what p e r c e n t a g e r e c o v e r y f a c t o r d i d you 

ap p l y t o g e t t h a t volume? 

A. I used 70 p e r c e n t . 

Q. And what i s t h e b a s i s f o r u s i n g or 

s e l e c t i n g a 70 p e r c e n t r e c o v e r y f a c t o r ? 

A. I t ' s an accepted -- 70 t o 80 p e r c e n t i s 

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

e s s e n t i a l l y v e r y l i t t l e condensate. That's a s t a n d a r d 

r e c o v e r y . 

Q. Mr. Moore has shown a gas/water c o n t a c t on 

h i s s t r u c t u r e map. Do you we see the i n f l u e n c e of 

p r o d u c t i o n by any water d r i v e mechanism i n t h e 

r e s e r v o i r ? 

A. No. And I d i d n ' t check i n the s u r r o u n d i n g 

area t o see i f you had a l a r g e enough a c q u i f e r . I f i t 

o c c u r r e d down s t r u c t u r e t o the e a s t , down d i p t o the 

e a s t , t h e n t h e r e ' s , e s s e n t i a l l y , n o t a l a r g e enough 

a c q u i f e r t o p r o v i d e any s u b s t a n t i a l w a t e r , water d r i v e 

t o t h i s r e s e r v o i r . I w o u l d n ' t expect water d r i v e t o 

be an i n f l u e n c e i n d e t e r m i n i n g r e s e r v e s . 
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Q. What would be an e s t i m a t e d c o s t f o r a 

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

A. The c o s t , we've g o t a couple of AFE numbers 

and t h e y are 334,000 t o $400,000. 

Q. When you a p p l y c o s t s i n those ranges t o 

r e c o v e r a b l e gas of 1.7 b c f , can you as an e n g i n e e r 

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

those r e s e r v e s ? 

A. Those r e s e r v e s p r o v i d e v e r y a t t r a c t i v e 

economics. 

Q. Can you u l t i m a t e l y c onclude as an e n g i n e e r 

t h a t t he r e s e r v e s u n d e r l y i n g t h e N o r t h 1/2 of 

S e c t i o n 2 are s u f f i c i e n t i n o r d e r t o s u p p o r t t h a t w e l l 

w i t h o u t adverse consequences on the o f f s e t t i n g 

i n t e r e s t owners? 

A. Yes, I can. 

Q. And what i s your c o n c l u s i o n ? 

A. My c o n c l u s i o n i s t h a t t h e r e are more than 

adequate r e s e r v e s t o j u s t i f y a w e l l a t the proposed 

l o c a t i o n o u t of t h e N o r t h 1/2 of S e c t i o n 2. 

Q. I n absence of a p p r o v a l o f t h i s l o c a t i o n and 

a p p r o v a l of the s p a c i n g u n i t , t h e n what w i l l happen t o 

those r e s e r v e s ? 

A. They would more t h a n l i k e l y be d r a i n e d by 

the o f f s e t w e l l s . 
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MR. KELLAHIN: That concludes my 

e x a m i n a t i o n of Mr. L e r w i c k . That completes our 

p r e p a r a t i o n , Mr. Examiner. 

HEARING EXAMINER: He d i d n ' t have any 

e x h i b i t s , d i d he? 

MR. KELLAHIN: No, s i r . 

EXAMINATION 

BY HEARING EXAMINER: 

Cj. What p o r o s i t y d i d you use? 

A. I used 11 p e r c e n t . 

Q. And your water s a t u r a t i o n ? 

A. 20 p e r c e n t . 

HEARING EXAMINER: I b e l i e v e t h a t ' s a l l I 

have . 

MR. KELLAHIN: The l a s t m a t t e r , 

Mr. Examiner, i s what I w i l l mark as P a c i f i c 

E x h i b i t No. 5. I t ' s my C e r t i f i c a t e of M a i l i n g , t h a t 

we've n o t i f i e d t he o f f s e t o p e r a t o r s . 

You may r e c a l l from the p r i o r case t h a t 

Yates p r e s e n t e d , as w e l l as l o o k i n g a t E x h i b i t No. 2, 

t h a t , i n f a c t , Yates P e t r o l e u m C o r p o r a t i o n as o p e r a t o r 

of t he o f f s e t t i n g u n i t i s t h e p a r t y t o n o t i f y , and we 

have done t h a t p u r s u a n t t o the r u l e s . 

HEARING EXAMINER: F i n e . 

A n y t h i n g f u r t h e r , Mr. K e l l a h i n ? 
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MR. KELLAHIN: No, s i r . 

HEARING EXAMINER: W e ' l l t a k e t h i s case 

under advisement. The w i t n e s s may be excused. 

/ oo n •-

the Vy.'..\- -•• or t^e proceedings ir! 

' 1 / ' . ^ r . . J 

Oil Conservation Division 
, Examfner 
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caused my notes t o be t r a n s c r i b e d under my p e r s o n a l 

s u p e r v i s i o n ; and t h a t t he f o r e g o i n g i s a t r u e and 

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

I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

or employee of any of t h e p a r t i e s or a t t o r n e y s 

i n v o l v e d i n t h i s m a t t e r and t h a t I have no p e r s o n a l 

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

WITNESS MY HAND AND SEAL January 3, 1990. 

My commission e x p i r e s : May 7, 1993 
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