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HEARING EXAMINER: We ' l l c a l l t h i s h e a r i n g 

t o order t h i s morning f o r Docket No. 3589. W e ' l l run 

thr o u g h the continuances and d i s m i s s a l s f i r s t t h i s 

morn i n g . 

C a l l Case 9712. 

MR. STOVALL: I n the matter of the h e a r i n g 

c a l l e d by the O i l C o n s e r v a t i o n D i v i s i o n on i t s own 

motion t o p e r m i t Tom L. Ingram, American Employers' 

Ins u r a n c e Company, and other i n t e r e s t e d p a r t i e s t o 

appear t o show cause why the Chappell "5" Well No. 1 

i n San Miguel County, New Mexico, should not be 

plugged and abandoned i n accordance w i t h a 

D i v i s i o n - a p p r o v e d p l u g g i n g program. 

We knew i f we postponed t h i s case l o n g 

enough t h a t t h a t w e l l would somehow get plug g e d , and 

so the D i v i s i o n moves t o d i s m i s s i t at t h i s t i m e . 

HEARING EXAMINER: Case 9712 i s hereby 

d i s m i s s e d . 

* * * * * 

HEARING EXAMINER: C a l l Case 9713. 

MR. STOVALL: I n the mat t e r of the h e a r i n g 

c a l l e d by the O i l C o n s e r v a t i o n D i v i s i o n on i t s own 

motion t o p e r m i t Tom L. Ingram, American Employers' 

Insurance Company, and a l l o t h e r i n t e r e s t e d p a r t i e s t o 

show cause why the Gihon "31" Well No. 1, San Mig u e l 
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County, New Mexico, should not be plugged and 

abandoned i n accordance w i t h a D i v i s i o n - a p p r o v e d 

p l u g g i n g program. Worked f o r two of them. 

Move t o di s m i s s t h i s case as w e l l . 

HEARING OFFICER: Case 9713 i s hereby 

d i s m i s s e d . 

* * * * * 

HEARING EXAMINER: C a l l Case 9828. 

MR. STOVALL: A p p l i c a t i o n of B i l l Fenn, 

I n c . , f o r an amendment of D i v i s i o n Order No. R-8951 as 

amended, Eddy County, New Mexico. 

A p p l i c a n t requests t h i s case be d i s m i s s e d . 

HEARING OFFICER: Case 9828 i s hereby 

d i s m i s s e d . 

* * * * * 

HEARING EXAMINER: C a l l Case 9838. 

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

D r i l l i n g Company f o r t he i n s t i t u t i o n of gas 

p r o r a t i o n i n g and the a d o p t i o n o f S p e c i a l Rules f o r t h e 

P i t c h f o r k Ranch-Atoka Gas P o o l , Lea County, New 

Mexico. 

A p p l i c a n t requests t h i s case be c o n t i n u e d 

t o December 27, 1989. 

HEARING OFFICER: Case 9838 w i l l hereby be 

co n t i n u e d t o the December 27th d o c k e t . 
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* * * * * 

HEARING EXAMINER: C a l l Case 9799. 

MR. STOVALL: The a p p l i c a t i o n of Bannon 

Energy I n c o r p o r a t e d f o r an unorthodox o i l w e l l 

l o c a t i o n , Rio A r r i b a County, New Mexico. 

A p p l i c a n t requests t h i s case be d i s m i s s e d . 

HEARING OFFICER: Case 9799 i s hereby 

d i s m i s s e d . 

* * * * * 

HEARING EXAMINER: C a l l Case 9812. 

MR. STOVALL: A p p l i c a t i o n of M e r i d i a n O i l , 

I n c . , on b e h a l f of El Paso N a t u r a l Gas Company, f o r an 

unorthodox c o a l gas w e l l l o c a t i o n , Rio A r r i b a County, 

New Mexico. 

A p p l i c a n t requests t h i s case be c o n t i n u e d 

t o December 27, 1989. 

HEARING OFFICER: Case 9812 i s hereby 

c o n t i n u e d t o the December 27th d o c k e t . 

* * * * * 

HEARING EXAMINER: C a l l Case 9813". 

MR. STOVALL: A p p l i c a t i o n of M e r i d i a n O i l , 

I n c . , on b e h a l f of El Paso N a t u r a l Gas Company, f o r an 

unorthodox c o a l gas w e l l l o c a t i o n , Rio A r r i b a County, 

New Mexico. 

A p p l i c a n t requests t h i s case be c o n t i n u e d 
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t o December 27. 

HEARING OFFICER: Case 9813 i s hereby 

c o n t i n u e d t o the December 27th d o c k e t . 

* * * * * 

HEARING EXAMINER: C a l l Case 9788. 

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

Petroleum C o r p o r a t i o n f o r d i r e c t i o n a l d r i l l i n g and an 

unorthodox gas w e l l l o c a t i o n , Eddy County, New Mexico 

A p p l i c a n t requests t h i s case be d i s m i s s e d . 

HEARING OFFICER: Case 9788 i s hereby 

d i smissed . 

* * * * * 

HEARING EXAMINER: C a l l Case 9827. 

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

C o r p o r a t i o n f o r s p e c i a l casinghead gas a l l o w a b l e , Lea 

County, New Mexico. 

The A p p l i c a n t r e q u e s t s t h i s case be 

co n t i n u e d t o a h e a r i n g i n February of 1990. Hearing 

date t o be determined when the schedule i s p u b l i s h e d . 

HEARING EXAMINER: Case 9827 i s hereby 

c o n t i n u e d t o t h e f i r s t h e a r i n g i n February 1990. 

* * * * * 

HEARING EXAMINER: At t h i s t ime w e ' l l c a l l 

Case 9829. 

MR. STOVALL: A p p l i c a t i o n of Roberts and 

CUMBRE COURT REPORTING 
(505) 984-2244 
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Hantmack , I n c . , f o r a nonstandard o i l p r o r a t i o n u n i t . 

Lea County, New Mexico. 

Mr. Examiner, t h i s case has been p r e v i o u s l y 

heard and i s b e i n g r e a d v e r t i s e d t o c o r r e c t n o t i c e 

d e f i c i e n c i e s . 

HEARING EXAMINER: Are t h e r e any a d d i t i o n a l 

appearances at t h i s time? 

MR. STOVALL: We w i l l t a k e t h i s case under 

advisement . 

HEARING EXAMINER: There being no f u r t h e r 

appearances, Case 9829 w i l l be taken under advisement 

at t h i s t i m e . 
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(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 

8 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO 
) ss . 

COUNTY OF SANTA FE 

I f Freda Simmons, C e r t i f i e d Shorthand 

Reporter and Notary P u b l i c , HEREBY CERTIFY t h a t the 

f o r e g o i n g t r a n s c r i p t of proc e e d i n g s b e f o r e the O i l 

Con s e r v a t i o n D i v i s i o n was r e p o r t e d by me; t h a t I 

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 the f o r e g o i n g i s a t r u e and 

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

or employee of any of the 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 the 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 . 

I FURTHER CERTIFY t h a t I am not a r e l a t i v e 

WITNESS MY HAND AND SEAL February 18, 1989. 

FREDA SIMMONS 

CUMBRE COURT REPORTING 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

CASE 9838 

IN THE MATTER OF: 

A p p l i c a t i o n o f P a r k e r D r i l l i n g Company f o r 

I n s t i t u t i o n o f Gas P r o r a t i o n i n g and t h e 

A d o p t i o n o f S p e c i a l Rules f o r t h e P i t c h f o r k 

Ranch-Atoka Gas P o o l , Lea C o u n t y , New Mexico 

EXAMINER HEARING 

TRANSCRIPT OF PROCEEDINGS 

BEFORE: MICHAEL E. STOGNER, EXAMINER 

STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

December 27, 1989 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL 
A t t o r n e y a t Law 
L e g a l C o u n s e l t o t h e D i v i s o n 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 

FOR THE APPLICANT: W. PERRY PEARCE, ESQ. 
Montgomery & Andrews, P.A. 
Post O f f i c e Box 2307 
Santa Fe, N.M. 87504-2307 

FOR ENRON OIL & GAS: WILLIAM F. CARR, ESQ. 
Campbell & B l a c k , P.A. 
Post O f f i c e Box 2208 
Santa Fe, N.M. 87504-2208 

FOR SAMEDAN OIL CORP: CANDACE HAMANN CALLAHAN, ESQ. 
K e l l a h i n , K e l l a h i n & Aubrey 
P o s t O f f i c e Box 2265 
Santa Fe, N. M. 87504-2265 
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HEARING EXAMINER: I ' l l c a l l n e x t c a s e , No. 

983 8 . 

MR. STOVALL: A p p l i c a t i o n o f P a r k e r 

D r i l l i n g Company f o r t h e i n s t i t u t i o n o f gas p r o r a t i o n 

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

Ranch-Atoka Gas P o o l , Lea C o u n t y , New M e x i c o . 

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

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

am W. P e r r y Pearce o f t h e Santa Fe Law F i r m o f 

Montgomery & Andrews, a p p e a r i n g i n t h i s m a t t e r on 

b e h a l f o f P a r k e r D r i l l i n g Company. I have one w i t n e s s 

who needs t o be sworn. 

HEARING EXAMINER: Are t h e r e any o t h e r 

appear ances ? 

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

name i s W i l l i a m F. Carr w i t h t h e law f i r m C a m pbell & 

B l a c k , P.A. o f Santa Fe. I r e p r e s e n t Enron O i l & Gas 

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

w i t n e s s e s . 

HEARING EXAMINER: Are t h e r e any o t h e r 

appea r a n e e s ? 

MS. CALLAHAN: May i t p l e a s e t h e Exa m i n e r , 

my name i s Candace C a l l a h a n w i t h t h e law f i r m o f 

K e l l a h i n , K e l l a h i n and Aubrey o f Santa Fe. We're here 

r e p r e s e n t i n g Samedan O i l C o r p o r a t i o n i n o p p o s i t i o n t o 

CUMBRE COURT REPORTING 
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t h e a p p l i c a t i o n . 

MR. STOVALL: Do you have any w i t n e s s e s ? 

MS. CALLAHAN: We have no w i t n e s s e s . 

HEARING EXAMINER: Are t h e r e any o t h e r 

a p p earances? I f n o t , a re t h e r e any o p e n i n g r e m a r k s , 

g e n t l e m e n ? 

MR. STOVALL: Sh o u l d we swear i n t h e 

w i t n e s s e s and g e t t h a t out o f t h e way? 

HEARING EXAMINER: Yeah, l e t ' s g et t h e s e 

w i t n e s s e s sworn i n a t t h i s t i m e . 

MR. STOVALL: Would t h e w i t n e s s e s s t a n d and 

r a i s e y o u r r i g h t hands, p l e a s e . 

( T h e r e u p o n , a l l w i t n e s s e s were sworn.) 

HEARING EXAMINER: Any need f o r o p e n i n g 

r e m a r k s , g e n t l e m a n ? 

MR. PEARCE: No. 

MR. CARR: We'll waive opening. 

HEARING EXAMINER: Mr. P e a r c e . 

MR. PEARCE: Thank you, Mr. Examiner. 

BRIAN AUSBURN 

C a l l e d as a w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t 

d u l y sworn upon h i s o a t h , t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. PEARCE: 

Q. I w o u l d ask t h e w i t n e s s , w o u l d you p l e a s e 
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s t a t e y o u r name and p l a c e o f r e s i d e n c e . 

A. B r i a n A u s b u r n ; l a s t name i s A U S B U R N . 

I work f o r J . R. B u t l e r & Company, an o i l and gas 

c o n s u l t i n g f i r m i n Hou s t o n . 

Q. Mr. A u s b u r n , have you p r e v i o u s l y a p p eared 

b e f o r e t h e New Mexico O i l C o n s e r v a t i o n D i v i s i o n or one 

of i t s e x a m i n e r s and had your c r e d e n t i a l s made a 

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

A. No, I have no t . 

Q. S i r , a t t h i s t i m e I wo u l d ask you t o 

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

Examiner and t h o s e i n a t t e n d a n c e . 

A. I g r a d u a t e d f r o m t h e U n i v e r s i t y o f Oklahoma 

w i t h a b a c h e l o r ' s and m a s t e r ' s d e g r e e i n g e o l o g i c a l 

e n g i n e e r i n g i n 1 9 6 1 . I worked f o r S h e l l O i l Company 

f o r about 15 y e a r s i n t h e Rocky M o u n t a i n s and New 

O r l e a n s and Texas, and I have been w i t h J . R. B u t l e r & 

Company s i n c e 1976. 

Q. Cou l d you d e s c r i b e f o r u s , p l e a s e , v e r y 

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

your t i m e w i t h S h e l l O i l i n t h e Rocky M o u n t a i n Region? 

A. I was i n v o l v e d i n g e n e r a l p e t r o l e u m 

e n g i n e e r i n g or e x p l o i t a t i o n w o r k , t h e y c a l l e d a t t h a t 

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

p r o d u c t i o n s u r v e i l l a n c e and r e m e d i a l w o r k , 
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re c o m p l e t i o n work, t h i s type of t h i n g . 

Q. And since you j o i n e d J. R. B u t l e r & 

Company, have you had the same s o r t s of 

r e s p o n s i b i l i t i e s ? 

A. W e l l , we do--we p r o v i d e t e c h n i c a l s e r v i c e s 

f o r people t h a t may not have adequate t e c h n i c a l s t a f f s 

or maybe want a t h i r d p a r t y o p i n i o n or a second 

o p i n i o n on some of t h e i r p r o p e r t i e s . 

Q. And when you say " t e c h n i c a l s e r v i c e s , " what 

s o r t s of t e c h n i c a l s e r v i c e s are we t a l k i n g about? 

A. F i e l d e v a l u a t i o n s , f i e l d s t u d i e s , p r o p e r t y 

e v a l u a t i o n s f o r companies t h a t e i t h e r want t o buy or 

s e l l or borrow money. 

Q. And what i s your p o s i t i o n w i t h J. R. B u t l e r 

& Company? 

A. I'm the p r e s i d e n t . 

Q. And on your s t a f f , what s o r t s of t e c h n i c a l 

e x p e r t i s e do you have? 

A. We have g e o l o g i c a l p e r s o n n e l , we have 

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

a n a l y s i s , we have r e s e r v o i r engineers and some 

r e s e r v o i r modeling people. 

Q. Mr. Ausburn, are you f a m i l i a r w i t h the 

a p p l i c a t i o n t h a t Parker D r i l l i n g Company has f i l e d i n 

t h i s case? 
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A. Yes, I am. 

MR. PEARCE: Mr. Exami n e r , a t t h i s t i m e I 

woul d ask t h a t Mr. Ausburn be r e c o g n i z e d as an e x p e r t 

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

e n g i n e e r i n g . 

HEARING EXAMINER: Are t h e r e any 

o b j e c t i o n s ? 

MR. CARR: J u s t a c o u p l e o f q u e s t i o n s . 

EXAMINATION 

BY MR. CARR: 

Q. Mr. Au s b u r n , has yo u r p r e v i o u s work 

i n v o l v e d work w i t h t h e Permian B a s i n i n New Mexico? 

A. Yes. 

Q. And i n t h a t r e g a r d , have you been c a l l e d 

upon t o g i v e o p i n i o n s , r e n d e r o p i n i o n s c o n c e r n i n g 

p r o r a t i o n i n g i n New Mexico? 

A. No. 

Q. When were you employed by P a r k e r ? 

A. I t h i n k e a r l y November. 

MR. CARR: T h a t ' s a l l I have. 

HEARING EXAMINER: There a r e no o b j e c t i o n s ? 

MR. CARR: No o b j e c t i o n s . 

HEARING EXAMINER: Mr. Ausburn i s so 

q u a l i f i e d . 
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FURTHER EXAMINATION 

BY MR. PEARCE: 

Q. Mr. Au s b u r n , a t t h i s t i m e I w o u l d ask y o u , 

p l e a s e , t o t u r n t o what we have marked as P a r k e r 

E x h i b i t No. 1 t o t h i s p r o c e e d i n g . 

I w o u l d ask you t o d e s c r i b e , p l e a s e , f o r 

t h e Examiner and t h o s e i n a t t e n d a n c e , t h e i n f o r m a t i o n 

r e f l e c t e d on t h a t e x h i b i t . 

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

Atok a Sand r e s e r v o i r . Shown on t h i s map a r e t h e n i n e 

p r o d u c t i v e w e l l s i n t h e r e s e r v o i r . You can see i t ' s a 

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

on a l m o s t s e v e r a l s i d e s e x c e p t p a r t s o f t h e s o u t h by 

l a c k o f p o r o s i t y . 

T h e r e ' s a ga s / w a t e r c o n t a c t i n f e r r e d f r o m 

d a t a down i n S e c t i o n s 11 and 10, I b e l i e v e , and 

t h e r e ' s about 350 f e e t of r e l i e f . A l s o shown on t h e 

o u t l i n e , on your e x h i b i t , i s t h e p o o l o u t l i n e , t h e 

d e s i g n a t e d p o o l o u t l i n e . 

Q. And I n o t i c e t h e r e a r e some c o l o r e d w e l l 

s p o t s . What a re t h o s e s p o t s ? 

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

Atok a Sand r e s e r v o i r . 

0. A l l r i g h t , s i r . A n y t h i n g f u r t h e r on t h a t 

e x h i b i t ? 

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 

11 

A. I d o n ' t b e l i e v e so. 

Q. L e t ' s l o o k now, keep t h a t e x h i b i t i n f r o n t 

of y o u , i f you w o u l d , and l o o k a t what we've marked as 

E x h i b i t No. 2 t o t h i s p r o d u c i n g . Would you p l e a s e 

d e s c r i b e t h a t e x h i b i t ? 

A. T h i s i s a t a b u l a t i o n t h a t l i s t s t h e w e l l s 

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

Q. W i t h E x h i b i t No. 1 i n f r o n t o f us and 

E x h i b i t No. 2 i n f r o n t of us , c o u l d you l o c a t e t h e 

w e l l s i n t h e P i t c h f o r k Ranch-Atoka P o o l and i n t h e 

o r d e r i n w h i c h t h e y were c o m p l e t e d ? 

A. Okay. The f i r s t w e l l c o m p l e t e d i n t h e p o o l 

was c o m p l e t e d i n September o f '83. T h a t ' s t h e 

P i t c h f o r k 3 4 - 1 , w h i c h i s i n t h e s o u t h w e s t q u a r t e r o f 

S e c t i o n 34. 

Q. A l l r i g h t , s i r . 

A. The second w e l l c o m p l e t e d i s t h e Cox, Vaca 

Ridge 4-2. I t s t a r t e d p r o d u c t i o n i n F e b r u a r y o f '86 

and i t ' s l o c a t e d i n , I guess i t i s , 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 4. 

The t h i r d w e l l c o m p l e t e d i n t h e r e s e r v o i r 

s t a r t e d p r o d u c t i o n i n Octob e r o f '86, i s t h e Diamond 

5-3, w h i c h i s i n t h e n o r t h h a l f o f S e c t i o n 5. 

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

a r o u n d i t and t h e 3 t o t h e r i g h t ? 
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A. Yes . 

Q. The n e x t w e l l c o m p l e t e d ? 

A. The f o u r t h w e l l c o m p l e t e d was t h e Madera 32 

S t a t e No. 3. I t s t a r t e d p r o d u c t i o n i n J a n u a r y o f '87, 

and i t ' s i n t h e s o u t h h a l f o f S e c t i o n 32. I t ' s 

d i r e c t l y n o r t h o f t h e Diamond 5-3. 

Q. A l l r i g h t , s i r . 

A. The f i f t h w e l l c o m p l e t e d i s t h e Madera 

33-3. I t ' s d i r e c t l y e a s t o f t h e f o u r t h w e l l 

c o m p l e t e d . I t s t a r t e d p r o d u c t i o n i n A p r i l o f '87. 

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

i n May o f '87. I t ' s t h e Madera 28-2, and i t ' s i n t h e 

b o t t o m h a l f - - s o u t h h a l f o f S e c t i o n 28. 

The s e v e n t h w e l l c o m p l e t e d i s i n S e c t i o n 3, 

25 S o u t h . I t ' s i n t h e n o r t h h a l f o f S e c t i o n 3. I t ' s 

t h e Page 3-2, and i t s t a r t e d p r o d u c t i o n i n J u l y o f 

' 87 . 

The e i g h t h w e l l c o m p l e t e d i s t h e Madera 

33-4. I t ' s i n t h e e a s t h a l f o f S e c t i o n 33, a l m o s t due 

west o f t h e f i r s t w e l l c o m p l e t e d . The 33-4 was 

c o m p l e t e d i n November o f '87. 

The most r e c e n t c o m p l e t i o n i n t h e r e s e r v o i r 

i s t h e M e r i d i a n , P i t c h f o r k 4-2. I t ' s i n t h e s o u t h w e s t 

q u a r t e r o f S e c t i o n 4. I t s t a r t e d p r o d u c t i o n i n August 

of '88 . 
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Q. A l l r i g h t , s i r . W i t h t h a t b a c k g r o u n d 

i n f o r m a t i o n b e h i n d us, I wo u l d ask you now t o p l e a s e 

t u r n t o what we've marked as E x h i b i t No. 3 t o t h i s 

p r o c e e d i n g . A l l r i g h t , Mr. Au s b u r n , w o u l d you p l e a s e 

b r i e f l y d e s c r i b e t h i s e x h i b i t f o r us? 

A. E x h i b i t 3 i s a n e t pay, n e t gas pay i s o p a c h 

map f o r t h e At o k a Sand. The w e l l s w e r e , I t h i n k we 

had 17 w e l l p o i n t s w i t h i n t h e p r o d u c t i v e a c r e a g e , and 

th e n e t pay f o r each of t h e s e w e l l p o i n t s was 

d e t e r m i n e d and p o s t e d on t h i s map, and t h e y are 

c o n t o u r e d . 

And t h e r e s e r v o i r , as I s a i d e a r l i e r , seems 

t o be l i m i t e d on a l m o s t a l l s i d e s by l a c k o f p o r o u s 

sand. There i s a w a t e r c o n t a c t i n f e r r e d on t h e 

s o u t h e a s t c o r n e r of t h e r e s e r v o i r i n S e c t i o n 1 1 , and 

a l s o an i n f e r r e d w a t e r c o n t a c t i n S e c t i o n 8. 

Q. A l l r i g h t , s i r . A n y t h i n g e l s e t o h i g h l i g h t 

on t h a t e x h i b i t ? 

A. I d o n ' t b e l i e v e so. I t ' s a f a i r l y s t a n d a r d 

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

Q. L e t ' s t u r n now t o E x h i b i t No. 4. And wo u l d 

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

e x h i b i t , p l e a s e ? 

A. E x h i b i t 4, I b e l i e v e , i s a l i s t o f - - I t h i n k 

t h e r e a r e 17 w e l l s on h e r e . I t ' s a l i s t of t h e 
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p e t r o p h y s i c a l or l o g e v a l u a t i o n s f o r t h e w e l l s f o r 

w h i c h we had i n f o r m a t i o n , and i t has t h e n e t pay, 

w h i c h was n o t e d as "H," i t has t h e f o r m a t i o n p o r o s i t y 

as i s a f r a c t i o n o f b u l k v o l u m e , and t h e n w a t e r 

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

Q. R e f l e c t i n g back on E x h i b i t No. 3, t h e f i r s t 

column headed "H" i s t h e number r e f l e c t e d on t h e 

i s o p a c h , i s t h a t c o r r e c t , f o r each o f t h e s e w e l l s ? 

A. Yes, s i r . 

Q. Go ahead, p l e a s e . 

A. Okay. T h a t ' s what E x h i b i t 4 i s , a summary 

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

Q. L e t ' s go t h r o u g h a sample w e l l and e x p l a i n 

each o f t h o s e columns and t h e s o u r c e o f t h e 

i n f o r m a t i o n . The f i r s t w e l l l i s t e d i s t h e H a l f 5 - 1 . 

I t shows a t h i c k n e s s o f 2, and t h a t i s 2 f e e t , i s t h a t 

c o r r e c t ? 

A. 2 f e e t , y e s , t h a t ' s c o r r e c t . 

Q. A l l r i g h t , and t h e n f e e i s a f r a c t i o n o f 

b u l k v olume. Could you e x p l a i n t h e s o u r c e o f t h a t , 

p l e a s e ? 

A. The p o r o s i t y l o g s a v a i l a b l e on t h e w e l l s . 

Q. And t h e f i n a l column? 

A. The f i n a l column i s a c o m p u t a t i o n f r o m t h e 

r e s i s t i v i t y and t h e p o r o s i t y i n f o r m a t i o n o f w a t e r 
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s a t u r a t i o n . 

Q. Okay. At the bottom the average fee i s 

13.9 pe r cent? 

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

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

A. I s 28.6. That's a t h i c k n e s s weighted 

p o r o s i t y and a fee-H weighted water s a t u r a t i o n . Those 

numbers were not a c t u a l l y used i n our com p u t a t i o n s , 

but t h a t ' s the r e s u l t of the a v e r a g i n g o f f of t h a t 

t a b l e . 

Q. A l l r i g h t , s i r . Now l e t ' s t u r n , p l e a s e , t o 

E x h i b i t No. 5 t o t h i s p r o c e e d i n g . Could you d e s c r i b e 

t h i s e x h i b i t f o r us, please? 

A. This i s a g a s - f i l l e d pore volume map or 

what we c a l l a fee hS of G, and i t comes from E x h i b i t 

4. I t ' s the m u l t i p l i c a t i o n of the t h i c k n e s s times the 

p o r o s i t y times the gas s a t u r a t i o n , the gas s a t u r a t i o n 

b e i ng one minus the SW column on E x h i b i t 4. 

Also shown on t h i s i s the o u t l i n e of the 

p r o r a t i o n u n i t s . There are n i n e , f o u r laid-down and 

f i v e stand-up u n i t s . And the m u l t i p l i c a t i o n of the 

gas s a t u r a t i o n , times the p o r o s i t y , times the H, w i l l 

g i v e us the fee hS of G numbers t h a t are posted on the 

map, and then t h e s e , i n t u r n , were c o n t o u r e d . 

Q. Are t h e r e other items t o h i g h l i g h t f o r us 
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on t h i s e x h i b i t ? 

A. I d o n ' t t h i n k so. 

0- A l l r i g h t , s i r . T u r n w i t h me now, p l e a s e , 

t o what we've marked as E x h i b i t No. 6. Could you 

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

A. Number 6 i s a d i s t r i b u t i o n o f p r o d u c t i v e 

a c r e a g e , by our i n t e r p r e t a t i o n . I m i g h t p o i n t o u t , a t 

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

r e s e r v o i r i s s l i g h t l y over 5,000 a c r e s , and t h a t ' s t h e 

area encompassed by t h e z e r o l i n e on E x h i b i t 5. 

Q. A l l r i g h t , s i r . L e t ' s t a k e as an example, 

p l e a s e , t h e f i r s t w e l l r e f l e c t e d on t h a t e x h i b i t , 

w h i c h i s t h e Enron, P i t c h f o r k 34-1 w e l l . By your 

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

i s 258.95 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 . 

Q. And t h e n t h e n e x t c o l u m n , c o u l d you e x p l a i n 

t h a t f o r u s , p l e a s e ? 

A. W e l l , t h a t i s a - - i f t h e sum o f t h e f i r s t 

n u m e r i c a l column i s about 2,767 a c r e s . Then each 

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

i s shown i n column 2. So 259 a c r e s i s about 9.4 

p e r c e n t o f 2,767. 

Q. And t h e n t h e f i n a l column? 

A. The f i n a l column t h e n i s 259 d i v i d e d by 
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5,078. T h a t ' s t h e p e r c e n t o f t o t a l p r o d u c t i v e 

a c r e a g e . 

Q. That w o u l d be a p p r o x i m a t e l y 559 over 5,077? 

A. I t w o u l d be 259 over 5,077, y e s . 

Q. A l l r i g h t , s i r . L e t ' s l o o k now, p l e a se , a t 

E x h i b i t No. 7. Would you p l e a s e e x p l a i n t h e 

i n f o r m a t i o n r e f l e c t e d on t h i s e x h i b i t ? 

A. T h i s i s a summary o f t h e v o l u m e t r i c 

a n a l y s i s t h a t comes q u i c k l y f r o m E x h i b i t 5. The f i r s t 

column i s o r i g i n a l gas i n p l a c e i n m i l l i o n c u b i c f e e t , 

t h a t ' s s t a n d a r d c u b i c f e e t , and t h e h y d r o c a r b o n or t h e 

g a s - f i l l e d p o r e volume under each of t h e p r o r a t i o n 

u n i t s was p l a n i m e t e r e d and t h e volumes computed f o r 

a c r e - f e e t of gas, and t h e n w i t h t h e a p p r o p r i a t e gas 

e x p a n s i o n c o r r e c t i o n was c o n v e r t e d i n t o e q u i v a l e n t 

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

have, by our c o m p u t a t i o n s , about 2.4 b c f under i t s 

p r o r a t i o n ; t h e Cox 4-2 wou l d have 3.8 and so f o r t h , 

f o r a t o t a l o f 24.1 b c f under t h e d e v e l o p e d a c r e a g e . 

And t h e n t h e t o t a l f o r t h e r e s e r v o i r i s 34 b c f . 

p e r c e n t a g e d i s t r i b u t i o n as we had on t h e a c r e a g e . The 

second column w o u l d i n d i c a t e t h a t t h e Enron 34-1 wou l d 

have about 10 p e r c e n t o f t h e t o t a l d e v e l o p e d a c r e a g e 

And, f o r example, t h e Enron 34-1 would 

And t h e n we have t h e same t y p e o f 
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and 7 p e r c e n t o f t h e t o t a l gas i n p l a c e f o r t h e 

r e s e r v o i r . 

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

l i k e t o h i g h l i g h t on t h i s e x h i b i t ? 

A. No. 

Q. A l l r i g h t , s i r . L e t ' s t u r n , p l e a s e , t o 

what we've marked as E x h i b i t 8, and t h e r e a r e 2 pages 

t o t h i s e x h i b i t . The f i r s t page i s a t a b u l a r s e t o f 

d a t a . You m i g h t l o o k a t b o t h o f t h e s e e x h i b i t s a t t h e 

same t i m e , i f t h a t ' s e a s i e r , and d e s c r i b e t h o s e f o r 

us, p l e a s e . 

A. Page 1 o f E x h i b i t 8 i s a l i s t i n g o f 40 

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

t i m e p e r i o d f r o m t h e 1 s t of Octob e r i n 1983, 

e s s e n t i a l l y , t o November 1 o f '89. And t h e code w i l l 

i n d i c a t e w h i c h o f t h e p o i n t s a r e measured by down-hole 

p r e s s u r e bombs, and t h e n by i n f e r e n c e , t h e ones t h a t 

a re n o t so i n d i c a t e d , are computed f r o m s h u t - i n t u b i n g 

p r e s s u r e s . 

A l s o n o t e d i s t h e f i r s t p o i n t f o r each 

w e l l . Those a r e t h e c r o s s e s . The a s t e r i s k s show t h e 

measured p o i n t s . 

Q. For i n s t a n c e , t h e f i r s t e n t r y shown on t h i s 

column shows b o t h an a s t e r i s k and a c r o s s . That 

i n d i c a t e s t h a t f o r t h e P i t c h f o r k 34-1 w e l l t h a t was 
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the f i r s t p r e s sure t a k e n , and i t was a measured 

pre s s u r e since both symbols occur, i s t h a t c o r r e c t ? 

A. That's t r u e . 

Q. Keeping t h a t i n mind, l e t ' s look at the 

second page of E x h i b i t 8, pl e a s e . What have you done? 

A. T h i s i s a c o n v e n t i o n a l p r e s e n t a t i o n of 

bottom-hole p r e s s u r e d i v i d e d by the gas d e v i a t i o n 

f a c t o r p l o t t e d a g a i n s t c u m u l a t i v e gas p r o d u c t i o n . 

The red t r i a n g l e s are the measured p o i n t s , 

and the u n c o l o r e d boxes are the computed p o i n t s from 

s h u t - i n t u b i n g p r e s s u r e . There's a l i n e e x t r a p o l a t e d 

t h a t honors the maximum pre s s u r e t h a t we b e l i e v e i s 

p o s s i b l e f o r the r e s e r v o i r and honors the measured 

p o i n t s . E x t r a p o l a t i o n of t h a t l i n e would come t o 

about 42.2 bcf i n p l a c e . 

Maybe I should have--perhaps everybody i n 

the room knows t h i s , but when P over Z, bottom-hole 

pressure over Z goes t o zero, by d e f i n i t i o n , t h i s i s 

the gas i n p l a c e . T h i s i s a way t o determine gas i n 

pl a c e . So at zero p r e s s u r e , the apparent gas i n p l a c e 

from the e x t r a p o l a t i o n of t h a t l i n e would be s l i g h t l y 

over 42 b c f . 

However, we have 34 bcf from v o l u m e t r i c 

c o n t r o l and we have a r e s e r v o i r model or run t h a t 

i n d i c a t e s 35-1/2. We b e l i e v e 42.2 i s too much, and 
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t h i s break i n the l i n e i s not an uncommon p a t t e r n f o r 

abnormally pressured gas r e s e r v o i r s . 

Q. And, i n your o p i n i o n , on d i s c o v e r y , the 

P i t c h f o r k Ranch Atoka was an abnormally p r e s s u r e d 

r e s e r v o i r ? 

A. Yes, i t i s . 

Q. A l l r i g h t . L e t ' s look now, p l e a s e , at 

E x h i b i t No. 9. Please d e s c r i b e the i n f o r m a t i o n 

r e f l e c t e d on t h i s e x h i b i t . 

A. E x h i b i t 9 i s a t a b u l a t i o n of c u m u l a t i v e 

p r o d u c t i o n , both gas and condensate, as of J u l y 1, 

1989. And we can see t h a t the t o t a l p r o d u c t i o n from 

the r e s e r v o i r , as of the 1st of J u l y of t h i s year, was 

over 17 b c f , and 47 pe r c e n t of t h a t was produced by 

the P i t c h f o r k 34-1. Each i n d i v i d u a l w e l l ' s gas 

p r o d u c t i o n i s shown and i t s percentage of the t o t a l 

p r o d u c t i o n t o dat e . 

Q. A l l r i g h t , s i r . I would ask you, w h i l e you 

s t i l l have E x h i b i t 9 i n f r o n t of you, t o please r e f e r 

back t o E x h i b i t No. 7. I want t o make sure I 

understand. L e t ' s look s p e c i f i c a l l y at the e n t r i e s 

f o r the Enron, P i t c h f o r k 34-1 w e l l . 

I f I understand these two e x h i b i t s , you 

c a l c u l a t e d the o r i g i n a l gas i n pla c e f o r t h a t w e l l at 

ap p r o x i m a t e l y 2.4 b c f , i s t h a t c o r r e c t ? 
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A. Yes, s i r . 

Q. And the c u m u l a t i v e r e c o v e r y t o J u l y 1 of 

1989 was a l r e a d y 8 b c f , i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. And t h a t w e l l , I b e l i e v e you t e s t i f i e d , by 

your c a l c u l a t i o n , had recovered 47 pe r c e n t of the gas 

produced by t h i s r e s e r v o i r ? 

A. 47 per c e n t of the gas produced t o date. 

Q. You have condensate columns? 

A. I t ' s recovered about 55 per c e n t of the 

condensate t o dat e . 

Q. A l l r i g h t , s i r , l e t ' s look p l e a s e , keeping 

t h a t i n mind, at what we've marked as E x h i b i t No. 10. 

Could you d e s c r i b e t h i s d i s p l a y f o r us, please? 

A. This i s a graph t h a t shows the 

p a r t i c i p a t i o n of the 34-1, both as a percentage of 

drainage p o i n t s i n the r e s e r v o i r and i t s p r o d u c t i o n 

from the r e s e r v o i r . The black l i n e i s the percentage 

of d r a inage p o i n t s , i t ' s share of the percentage of 

drainage p o i n t s . The red l i n e i s i t s share of the 

percentage of the p r o d u c t i o n . 

For example, the 34-1 s t a r t e d p r o d u c t i o n i n 

September of '83 and the r e s e r v o i r was not c o m p e t i t i v e 

u n t i l the f i r s t of '86. So, up u n t i l t h a t p o i n t i t 

was 100 percent of the drainage p o i n t s and 100 pe r c e n t 
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o f t h e p r o d u c t i o n . 

I n t h e f i r s t of '86, when t h e Cox w e l l was 

d r i l l e d and c o m p l e t e d , i t s s h a r e became 50 p e r c e n t , 

t h e n , by d e f i n i t i o n , one out o f t w o , 50 p e r c e n t o f t h e 

d r a i n a g e p o i n t s i n t h e r e s e r v o i r and had 90 p e r c e n t of 

t h e p r o d u c t i o n . 

And t h e p a t t e r n f o l l o w s on down, t h e n . As 

each o f t h e s u c c e s s i v e w e l l s were d r i l l e d , we're down 

t o t h e end o f '88 where we have n i n e w e l l s , and t h a t 

o n e - n i n t h i s 11.1 p e r c e n t , more or l e s s , and t h a t w e l l 

has 11 p e r c e n t o f t h e d r a i n a g e p o i n t s i n t h e r e s e r v o i r 

and i t ' s s t i l l p r o d u c i n g a l i t t l e over 30 p e r c e n t o f 

t h e gas f r o m t h e r e s e r v o i r . 

Q. A l l r i g h t , s i r . L e t ' s l o o k , p l e a s e , a t 

E x h i b i t No. 1 1 . Co u l d you d e s c r i b e t h a t e x h i b i t f o r 

us , p l e a s e ? 

A. T h i s i s our e s t i m a t e s as o f J u l y 1 , 1989, 

of r e s e r v e s f r o m t h e r e s e r v o i r . These r e s e r v e 

e s t i m a t e s were g e n e r a t e d f r o m a r e s e r v o i r m odel, and 

Case A i s c o n d i t i o n s as t h e y a r e now, no p r o r a t i o n . 

And i t w o u l d p r e d i c t a r e s e r v e o f 8.1 b c f f o r a l l 

w e l l s i n t h e r e s e r v o i r . 

Q. And t h e columns on t h e e x h i b i t , b e g i n n i n g 

w i t h t h e p e r c e n t of t o t a l gas column? 

A. Then t h a t ' s each w e l l ' s s h a r e o f t h e 
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p r e d i c t e d r e m a i n i n g r e s e r v e s . The 34-1 would have 30 

p e r c e n t , and the Cox would have 3 p e r c e n t , and so 

f o r t h . 

Q. A l l r i g h t , s i r . Now l e t ' s look at E x h i b i t 

No. 12. What's r e f l e c t e d on t h i s e x h i b i t , please? 

A. E x h i b i t 12 i s a t a b u l a t i o n of e s t i m a t e d 

u l t i m a t e r e c o v e r y under the Case A assumption, w i t h no 

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

r e c o v e r y from each of the w e l l s , and then each w e l l ' s 

p r o p o r t i o n a t e share i n t h a t p r e d i c t e d u l t i m a t e 

r e c o v e r y . The u l t i m a t e r e c o v e r y i s about 25.17 b c f . 

Q. And i f I understand what we've discussed so 

f a r , i f we look at E x h i b i t No. 9 and add t o each of 

the w e l l e n t r i e s the i n f o r m a t i o n r e f l e c t e d on E x h i b i t 

11, t h a t ' s the t o t a l e s t i m a t e d u l t i m a t e r e c o v e r y 

r e f l e c t e d on E x h i b i t 12, i s t h a t r i g h t ? 

A. That's t r u e . E x h i b i t 12 i s a summation of 

9 and 11. 

Q. A l l r i g h t , s i r . L e t ' s look now, pl e a s e , at 

E x h i b i t No. 13. This e x h i b i t r e f l e c t s a Case B. 

Could you d e s c r i b e what a l t e r a t i o n s were made between 

Case A and Case B? 

A. Case B assumes t h a t the w e l l s are p r o r a t e d 

on a s u r f a c e acreage a l l o c a t i o n , s t a r t i n g January 1 of 

'90, and i t can be compared, t h e n , t o - - y e s , E x h i b i t 
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1 1 . 13 and 11 are co m p a r a b l e e x h i b i t s . Case A i s 

w i t h no p r o r a t i o n , Case B i s w i t h p r o r a t i o n , t h a t ' s 11 

and 13 r e s p e c t i v e l y . 

Q. L e t ' s l o o k a t t h e p o o l t o t a l columns on 

t h o s e e x h i b i t s , i f you w o u l d , p l e a s e , 11 and 13 

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

e f f e c t i v e 1/1/90 a c c o m p l i s h , i n yo u r o p i n i o n ? 

A. The d i f f e r e n c e between t h e r e c o v e r y - - t o t a l 

r e c o v e r y i s about 354 m i l l i o n c u b i c f e e t by 

i n s t i t u t i n g p r o r a t i o n . T h a t ' s t h e d i f f e r e n c e between 

8.488 and 8.134 b c f . 

Q. And t h e i m p a c t on t h e v a r i o u s w e l l s ' 

p e r c e n t a g e r e c o v e r y o f r e m a i n i n g r e s e r v e , w h a t ' s t h e 

impa c t ? 

A. W e l l , i t r e d i s t r i b u t e s t h i n g s , o b v i o u s l y . 

The 3 4 - 1 , i n s t e a d o f h a v i n g 30 p e r c e n t o f t h e r e s e r v e s 

f r o m J u l y 1 , 1989, f o r w a r d , would have 20 p e r c e n t of 

t h e r e s e r v e s . The Cox 4-2, i n s t e a d o f h a v i n g 3 

p e r c e n t w i t h o u t p r o r a t i o n w o u l d have 5 p e r c e n t w i t h 

p r o r a t i o n . 

The Diamond i s s l i g h t l y r e d u c e d under 

p r o r a t i o n . The r e s t o f them m o s t l y go up, I b e l i e v e ; 

t h e e x c e p t i o n , p e r h a p s , i s t h e M e r i d i a n 4-2, t h e l a s t 

w e l l . I t s s h a r e of r e s e r v e s goes down f r o m 14.4 t o 

12.6. 
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Q. A l l r i g h t . L e t ' s l o o k , p l e a s e , a t E x h i b i t 

No. 14. Could you d e s c r i b e t h i s e x h i b i t f o r u s , 

p l e a s e ? 

A. E x h i b i t 14 i s a summation o f 9 and 13, and 

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

r e s e r v o i r , assuming p r o r a t i o n e f f e c t i v e 1/1/90. 

Q. Comparing t h i s e x h i b i t t o E x h i b i t No. 12, 

once a g a i n i t r e f l e c t s a p p r o x i m a t e l y 354 m i l l i o n 

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

A. Yes, i t does. 

Q. And, once a g a i n , you have t a k e n t h e 

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

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

of each w e l l ' s r e c o v e r y , 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 . 

Q. A l l r i g h t , s i r . L e t ' s l o o k p l e a s e now a t 

E x h i b i t No. 15. Could you d e s c r i b e t h i s e x h i b i t f o r 

us , p l e a s e ? 

A. E x h i b i t 15 i s a r a t e - t i m e p r e s e n t a t i o n i n 

MCF per day v e r s u s t i m e . The b l a c k l i n e i s a 

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

September o f '83 u n t i l J u l y 1 o f '89. The b l u e l i n e 

i s t h e f o r e c a s t e d p r o d u c t i o n s c h e d u l e f o r t h e no 

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

p r o d u c t i o n s c h e d u l e f o r t h e p r o r a t i o n case e f f e c t i v e 
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1/1/90 . 

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

r e c o v e r y r e s e r v e s under Case B, i s t h a t c o r r e c t ? 

A. Yes. The d i f f e r e n c e between t h o s e c u r v e s 

i s 354 m i l l i o n . 

Q. L e t ' s l o o k p l e a s e a t what we've marked as 

E x h i b i t No. 16. E x h i b i t No. 16 i s a summary o f d a t a 

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

A. Yes, s i r . The f i r s t c o l u m n , o f c o u r s e , i s 

t h e w e l l i d e n t i f i c a t i o n , and t h e second column i s t h e 

p e r c e n t o f d e v e l o p e d a c r e a g e . T h a t ' s o n e - n i n t h a l l 

t h e way t h r o u g h , 11.1 p e r c e n t . 

The second n u m e r i c a l column i s t h e p e r c e n t 

of o r i g i n a l gas i n p l a c e f o r t h e d e v e l o p e d a c r e a g e . 

The n e x t column i s Case A. Tha t l a s t column i s 

E x h i b i t 7, i n essenc e . The n e x t column i s E x h i b i t 

12. T h a t ' s case A. T h a t ' s t h e EUR. I t ' s each w e l l ' s 

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

And t h e n t h e l a s t column i s our Case B w i t h p r o r a t i o n , 

each w e l l ' s e s t i m a t e d u l t i m a t e r e c o v e r y , p e r c e n t a g e o f 

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

Q. Mr. Au s b u r n , I w o u l d ask y o u , a f t e r y o u r 

s t u d y o f t h e P i t c h f o r k Ranch-Atoka Gas P o o l , do you 

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

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

of n a t u r a l resources? 

A. Yes, I do. 

Q. Looking p a r t i c u l a r l y at the summary set 

f o r t h on E x h i b i t 16, do you b e l i e v e t h a t the 

i n s t i t u t i o n of s u r f a c e acreage based p r o r a t i o n i n the 

P i t c h f o r k Ranch-Atoka Pool would operate t o more 

e f f e c t i v e l y p r o t e c t the c o r r e l a t i v e r i g h t s of v a r i o u s 

i n t e r e s t owners and v a r i o u s w e l l s w i t h i n t h a t pool? 

A. I t would help p r o t e c t them. I t would 

m i t i g a t e the c o r r e l a t i v e r i g h t problem. 

Q. I t comes close? 

A. I t comes c l o s e , s i r . 

Q. Do you have a n y t h i n g f u r t h e r at t h i s t i m e , 

Mr. Ausbu rn ? 

A. No, s i r . 

MR. PEARCE: At t h i s t i m e , Mr. Examiner, I 

would l i k e t o submit an A f f i d a v i t of No t i c e of t h i s 

p r o c eeding t h a t I have completed, which r e f l e c t s 

m a i l i n g of a copy of the a p p l i c a t i o n and n o t i c e of 

he a r i n g t o c e r t a i n p a r t i e s , and I would move the 

admission of E x h i b i t s 1 th r o u g h 17 t o t h i s 

p r o c e e d i n g . 

HEARING EXAMINER: Are t h e r e any 

o b j e c t i o n s ? 

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 

28 

MR. CARR: No o b j e c t i o n s . 

HEARING EXAMINER: E x h i b i t s 1 t h r o u g h 17 

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

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

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

HEARING EXAMINER: Thank y o u , Mr. P e a r c e . 

Mr. C a r r , y o u r w i t n e s s . 

MR. CARR: Thank you. 

EXAMINATION 

BY MR. CARR: 

Q. Mr. Au s b u r n , i f I c o u l d d i r e c t y o u r 

a t t e n t i o n , w e ' l l j u s t s t a r t w i t h E x h i b i t 1 , okay? Are 

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

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

l o c a t i o n s ? 

A. I know t h a t t h e r e a r e r e g u l a t i o n s about 

d i s t a n c e s f r o m b l i n d s , p e r h a p s ? T h i s i s what you 

mean? 

Q. Yes. Do you know w h e t h e r or n o t any o f t h e 

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

t h o s e r u l e s ? 

A. Not t o my kno w l e d g e . 

Q. So t h e y would a l l be a t s t a n d a r d l o c a t i o n s ? 

A. As f a r as I wou l d know, y e s , s i r . 

Q. How much acreage i s supposed t o be 
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d e d i c a t e d t o each w e l l i n t h i s p o o l , do you know? 

A. I d o n ' t know. T h e y ' r e d r i l l i n g 320 a c r e s . 

I presume 320 a c r e s . 

Q. Does each w e l l i n t h e r e s e r v o i r have 320 

a c r e s d e d i c a t e d t o i t ? 

A. As f a r as I know. 

Q. I f we go t o E x h i b i t No. 2, i f I can f i n d 

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

w e l l s c o m p l e t e d i n t h e p o o l , i s n ' t t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. There was o t h e r d r i l l i n g i n t h e a r e a t h a t 

i s n o t r e f l e c t e d on t h i s e x h i b i t , i s t h a t n o t t r u e ? 

A. W e l l s f o r o t h e r r e s e r v o i r s ? 

Q. Or f o r t h e A t o k a i n t h i s a r e a ? 

A. Perhaps , y e s . 

Q. Have you r e v i e w e d i n f o r m a t i o n on t h e w e l l 

l o c a t e d i n t h e e a s t h a l f o f S e c t i o n 34? 

A. Yes. 

Q. T h a t , i n f a c t , was p r o j e c t e d as an At o k a 

w e l l , was i t not ? 

A. I d o n ' t know what i t was p r o p o s e d f o r . I 

know t h e Morrow was an o b j e c t i v e , a l s o . I w o u l d 

presume t h a t i t w o u l d be. 

Q. Do you know who d r i l l e d t h a t w e l l ? 

A. E n r o n , I b e l i e v e . 
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Q. Do you know when i t was d r i l l e d ? 

A. I n A p r i l o f '84 f a b o u t . 

Q. So t h e r e was a w e l l t h a t was d r i l l e d by 

Enron between t h e f i r s t w e l l shown on t h i s l i s t and 

t h e second one, b u t i t wasn't c o m p l e t e d i n t h e 

r e s e r v o i r ? 

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

Q. I t ' s n o t your i n t e n t i o n t o i n d i c a t e t h a t 

t h i s shows a l l t h e e f f o r t s t o d e v e l o p t h e p o o l , j u s t 

t h o s e t h a t were s u c c e s s f u l ? 

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

Q. I f we l o o k a t yo u r E x h i b i t No. 3, t h i s i s 

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

I b e l i e v e . I s i t f a i r t o say t h a t t h e p o o l l i m i t s ar 

f a i r l y w e l l - d e f i n e d i n t h i s a r e a ? 

A. I t h i n k t h e y ' r e f a i r l y w e l l - d e f i n e d . 

C e r t a i n l y I c o n s i d e r t h i s good g e o l o g i c c o n t r o l . We 

have so many p e n e t r a t i o n s . There a r e s t i l l a r e a s o f 

some u n c e r t a i n t y p e r h a p s t o t h e w e s t ; b u t w i t h i n t h e 

c o n f i n e s o f t h e d e v e l o p e d a c r e a g e i t ' s w e l l - d e f i n e d . 

Q. A l l r i g h t . I f we were t o go t o E x h i b i t s 9 

and 7, c o u l d you t e l l me what t h e f i r s t f i g u r e a f t e r 

t h e e n t r y f o r t h e Enron P i t c h f o r k 34 Fed. Com. No. 1 

w e l l i s , I guess t h a t ' s 2,383.4 t h o u s a n d ? What does 

t h a t number i n d i c a t e ? 
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A. T h a t ' s t h e gas i n p l a c e . 

Q. At what t i m e ? 

A. O r i g i n a l l y . O r i g i n a l gas i n p l a c e . OGIP, 

o r i g i n a l gas i n p l a c e , excuse me. 

Q. I f we t a k e t h a t and compare i t t o E x h i b i t 

No. 9 f what y o u ' r e showing h e r e w i t h t h e s e two 

e x h i b i t s i s t h a t t o d a t e t h e 34 Com. No. 1 has been 

a b l e t o p r o d u c e more t h a n t h e o r i g i n a l gas i n p l a c e ? 

A. Yes, s i r . 

Q. T h a t ' s t h e i n t e n t o f t h o s e two e x h i b i t s ? 

A. T h a t ' s one t h i n g t h a t you can draw f r o m 

t h i s , y e s . 

Q. What a r e t h e o t h e r t h i n g s y o u ' r e t r y i n g t o 

show w i t h t h i s ? Your r e a l c o n c e r n i s t h e 34 No. 1 , i s 

i t n o t ? 

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

Q. The o t h e r w e l l s d o n ' t pose a p r o b l e m ? 

A. 34-1 i s t h e major p r o b l e m . 

Q. Are t h e r e o t h e r w e l l s h e r e t h a t w o u l d , i n 

your o p i n i o n , l o o k l i k e m a j o r p r o b l e m s i n t h i s 

r e s e r v o i r ? 

A. No, s i r . 

Q. The Enr o n , Diamond No. 5 d o e s n ' t l o o k l i k e 

a n o t h e r p r o b l e m w e l l t o you? 

A. I t ' s t h e c l o s e s t t o g e t t i n g - - l e t me see, 
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t h a t has 11.1. I t has 14.5 of the t o t a l . I t ' s 

s l i g h t l y b e t t e r than i t s share, yes. 

Q. And t h i s would be based on the o r i g i n a l gas 

i n place? 

A. On the o r i g i n a l gas i n p l a c e . 

Q. You're not s u g g e s t i n g t h a t when we p r o r a t e 

we take i n t o account what was o r i g i n a l l y t h e r e , are 

you? You're only going from t h i s time f o r w a r d w i t h 

your p r o p o s a l ? 

A. We're going from t h i s time f o r w a r d . 

Q. From t h a t p r o s p e c t i v e , would the Diamond 

Fed. No. 5 be a problem t h a t needs t o be addressed 

w i t h a p r o r a t i o n i n g a p p l i c a t i o n ? 

A. I t h i n k a l l the w e l l s would share, t h e n , as 

t h e i r s u r f a c e acreage would i n d i c a t e . 

Q. I f we look at E x h i b i t s 11 and 13, i f I 

understand t h e s e , E x h i b i t No. 11 shows the e s t i m a t e d 

reserves as of J u l y 1 of t h i s year w i t h no 

p r o r a t i o n i n g , the E x h i b i t No. 13 shows the reserves i f 

p r o r a t i o n i n g i s i n f a c t i n p l a c e or implemented, i s 

t h a t c o r r e c t , on 1/1/90? 

A. Yes. 

Q. Now, when you say "e s t i m a t e d r e s e r v e s , " do 

you mean what i s under the t r a c t or what w i l l be 

recov er ed ? 
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A. What w i l l be recovered from t h a t w e l l bore. 

Q. Did you e s t i m a t e what would, i n f a c t , be 

under those t r a c t s today? 

A. No. 

Q. So you don't know what would be t h e r e as of 

1/1/90 , I guess ? 

A. We could compute t h a t , I presume, b u t , no, 

we do not have t h a t . 

Q. I f you look at E x h i b i t No. 14, t h i s shows 

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

p r o r a t i o n i n g i s implemented, i s n ' t t h a t r i g h t ? 

A. Yes. 

Q. And t h i s shows, i n f a c t , a r e d i s t r i b u t i o n 

of p r o d u c t i o n from the 34 No. 1 t o other w e l l s i n the 

poo l ? 

A. Yes, s i r , i t does. 

Q. And i s n ' t the r e a l concern t h a t you're 

p r e s e n t i n g here today the f a c t t h a t t h e r e appears t o 

be drainage t o the 34 No. 1 from o f f s e t t i n g w e l l s , and 

p r o r a t i o n i n g would r e d i s t r i b u t e some of t h a t 

p r o d u c t i on ? 

A. P r o r a t i o n i n g would r e d i s t r i b u t e some of 

t h a t p r o d u c t i o n . 

Q. That i s now going t o the 34-1? 

A. Yes. 
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Q. And t h e p r o b l e m t h e r e i s i t i s j u s t 

d r a i n i n g more t h a n t h e a c r e a g e a s s i g n e d t o i t , i n yo u r 

op i n i on ? 

A. Yes. 

Q. Now, you i n d i c a t e d t h a t i n t h e p a s t you 

ha v e n ' t been c a l l e d on t o a p p l y e n g i n e e r i n g f a c t o r s t o 

t h e New Mexico p r o r a t i o n i n g s y s t e m , 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 . 

Q. I n p r e p a r i n g f o r t h e h e a r i n g t o d a y , d i d you 

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

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

A. I re a d t h r o u g h some o f t h e l i t e r a t u r e 

a v a i l a b l e . I do n o t p r e t e n d t o be an a b s o l u t e 

a u t h o r i t y on t h a t . 

Q. Are you aware o f t h e f a c t o r s t h a t have 

t r a d i t i o n a l l y been c o n s i d e r e d i n i m p l e m e n t i n g 

p r o r a t i o n i n g i n New Mexico? 

A. I know t h a t t h e r e a r e two maj o r e l e m e n t s , 

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

or t h e a v o i d a n c e o f w a s t e . 

Q. Are you aware o f t h e c u r r e n t t a k e s f r o m 

t h i s r e s e r v o i r by t h e p u r c h a s e r s o f gas f r o m t h i s 

r e s e r v o i r ? 

A. No. 

Q. You d o n ' t have any i n f o r m a t i o n on t h e 
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volumes t h a t a r e b e i n g t a k e n f r o m t h e M e r i d i a n w e l l as 

compared t o t h e o t h e r w e l l s ? 

A. We have t h e p r o d u c t i o n . I d o n ' t know who 

t h e p r o d u c t i o n i s g o i n g t o , b u t we do have t h e 

p r o d u c t i o n . 

Q. Have you seen any e v i d e n c e i n t h i s r e v i e w 

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

been any c u r t a i l m e n t of p r o d u c t i o n due t o absence o f 

ma r k e t ? 

A. I t h i n k t h e w e l l s were s h u t - i n because o f 

p r i c e , b u t p e r h a p s n o t because o f absence o f m a r k e t . 

Q. Do you have an o p i n i o n as t o w h e t h e r or n o t 

t h e r e i s a mar k e t f o r a l l t h e gas t h a t can be p r o d u c e d 

f r o m t h i s r e s e r v o i r , or do you know? 

A. I do n o t know. 

Q. Now, as you have r e v i e w e d t h i s d a t a and 

made your s t u d y o f t h e r e s e r v o i r , have you e n c o u n t e r e d 

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

p r a c t i c e s on t h e p a r t o f any o p e r a t o r on t h e 

r e s e r v o i r ? 

A. No. 

Q. I s t h e r e a n y t h i n g you can p o i n t t o t h a t 

w o uld s u g g e s t t h a t Enron h a s n ' t o p e r a t e d t h e w e l l s i n 

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

A. No. 
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Are the w e l l s being produced b a s i c a l l y at 

, or do you know t h a t ? 

I b e l i e v e they are e s s e n t i a l l y at c a p a c i t y . 

Are you aware of whether or not compression 

added t o the w e l l s i n the r e s e r v o i r ? 

I t ' s my impression t h a t i t has n o t . 

Has not? 

Has n o t . 

Are you aware of any w e l l i n the po o l t h a t , 

has had i t s a b i l i t y t o produce r e s t r i c t e d i n 

ion by the op e r a t o r of the w e l l ? 

I have some q u e s t i o n s about the Cox, Vaca 

11. I'm not sure what's going on t h e r e . I 

ow s p e c i f i c a l l y of any problems. 

Are you aware of any e f f o r t s or a n y t h i n g 

been done t o r e s t r i c t the p r o d u c i n g r a t e of 

Q. 

c a p a c i t y 

A. 

Q. 

has been 

A. 

Q. 

A. 

Q. 

i n f a c t , 

any fash 

A. 

Ridge we 

don't k n 

Q. 

t h a t has 

the 34-1 w e l l ? 

A. No. 

Q. Were you asked t 

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

than p r o r a t i o n i n g ? 

A. No. 

Q. When you look at 

r e s e r v o i r , c l e a r l y the 34-1 

A. Yes. 

o look i n t o any other 

p e r c e i v e d problem, other 

the w e l l s i n the 

i s the best w e l l ? 
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Q. And I t h i n k d u r i n g y o u r d i r e c t e x a m i n a t i o n 

you t a l k e d a b o u t , i f I can f i n d i t - - a n a b n o r m a l l y 

p r e s s u r e d r e s e r v o i r . What d i d you mean by t h a t ? 

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

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

Q. Would t h a t be c o n f i n e d t o any p o r t i o n o f 

t h e r e s e r v o i r or wou l d i t be t h r o u g h o u t t h e r e s e r v o i r 

t h a t you wou l d f i n d t h i s p r e s s u r e anomaly? 

A. The whole r e s e r v o i r was i n i t i a l l y 

a b n o r m a l l y p r e s s u r e d . 

Q. When you l o o k a t t h e 34 No. 1 , f r o m i t s 

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

c l e a r l y ? 

A. Yes, s i r . 

Q. What, f r o m a r e s e r v o i r p o i n t o f v i e w , what 

do you t h i n k causes t h a t as opposed t o , say, t h e 

o f f s e t t i n g w e l l s i n S e c t i o n 33? 

A. I t s p e r m e a b i l i t y . 

Q. And i t c o n t i n u e s t o have t h e b e t t e r 

p e r m e a b i l i t y , does i t n o t ? 

A. Yes. 

Q. Even i f we p r o r a t e i t , i t w i l l c o n t i n u e t o 

have a g r e a t e r p e r m e a b i l i t y and t h e c o r r e s p o n d i n g 

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

A. Yes. 
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Q. Now, i n recommending p r o r a t i o n i n g , have you 

run out or es t i m a t e d e x a c t l y the impact of 

p r o r a t i o n i n g on every w e l l ? I gather you have from 

t h i s ? 

A. Yes. 

Q. What s o r t of data d i d you use i n making 

t h i s comparison, or i n making t h i s e s t i m a t i o n ? Did 

you use a c t u a l p r o d u c t i o n i n f o r m a t i o n ? 

A. Yes. 

Q. Did you have a c t u a l p r essure i n f o r m a t i o n ? 

A. Yes. 

Q. I n making your c a l c u l a t i o n of what would 

occur a f t e r p r o r a t i o n i n g was implemented, d i d you 

r e d i s t r i b u t e the pressure along w i t h w o r k i n g w i t h the 

p r o d u c t i o n i n f o r m a t i o n ? 

A. We c u r t a i l e d the p r o d u c t i o n or nor m a l i z e d 

the p r o d u c t i o n so t h a t each w e l l was l i m i t e d t o 

one - n i n t h of the p r o d u c t i o n from the r e s e r v o i r . 

Q. When you do t h a t , t h e r e would be pres s u r e 

r e d i s t r i b u t i o n i n the r e s e r v o i r ? 

A. There i s , yes. 

Q. Did you take t h a t i n t o account i n your 

c a l c u l a t i o n s ? 

A. Yes. 

Q. Do you have those c a l c u l a t i o n s w i t h you? 
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A. Not i n e x h i b i t form. I do have some 

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

Q. Could we see those c a l c u l a t i o n s ? 

A. Okay. I have--okay. 

HEARING EXAMINER: Do you want t o go o f f 

the r e c o r d u n t i l he gets t h a t ? 

MR. CARR: Yes. 

(Thereupon, t h e r e was a d i s c u s s i o n 

o f f the r e c o r d . ) 

HEARING EXAMINER: L e t ' s go back on the 

record . Mr. Carr? 

Q. [BY MR. CARR] Mr. Ausburn, do you have 

some i n f o r m a t i o n t h e r e t h a t would show how you 

a c t u a l l y c a l c u l a t e d these reserves? 

A. I have our model o u t p u t runs t h a t I don't 

have copies o f , but you're welcome t o look t h r o u g h 

them. There might be one way I coul d maybe summarize 

i t f o r you. This i s not p a r t of the c a l c u l a t i o n as 

the end r e s u l t s , but what t h i s i s , i t ' s the p r e s s u r e s , 

g r i d - b l o c k p r e s s u r e s at the end of whenever the e i g h t h 

w e l l goes o f f of p r o d u c t i o n . 

Q. A l l r i g h t . L e t ' s see what you have. T e l l 

us what you have here. 

A. Okay. These are model runs from those 

two. I t ' s a PC model. 
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HEARING EXAMINER: Hold i t . L e t ' s go back 

t o our se a t s . 

MR. STOVALL: Mr. Carr, we have a concern 

here r and Mr. Pearce. I s t h i s going t o become an 

e x h i b i t t o which we're going t o r e f e r ? 

MR. CARR: I t h i n k we w i l l move t h a t i t be 

marked and a d m i t t e d as E x h i b i t s 18 and 19. There are 

two pages. We t h i n k i t out t o be i n the r e c o r d when 

t h e y ' r e p u t t i n g these t o t a l s o u t . We t h i n k we should 

be able t o look at c a l c u l a t i o n s and data t h a t was used 

as i n p u t g e t t i n g t o t h a t end. For t h a t reason I 

don't have much i n the way of c r o s s - e x a m i n a t i o n . I 

would j u s t l i k e t o see what they have done t o deal 

w i t h p r e ssure r e d i s t r i b u t i o n i n the r e s e r v o i r , and 

would l i k e t o have them put i n whatever i n f o r m a t i o n 

they've developed and are r e l y i n g on i n the 

c a l c u l a t i o n s t h a t they've used t o p r o j e c t t h a t . 

MR. STOVALL: A l i t t l e b i t of concern w i t h 

how t h i s i s going t o get i n . I ' l l l e t you proceed. 

I'm going t o recommend the Examiner l e t you proceed at 

the moment, but we're going t o watch the process so 

t h a t we don't end up b u i l d i n g an e x h i b i t and t h e n - -

MR. CARR: Just so you know, they've given 

us e x h i b i t s t h a t have c o n c l u s i o n s i n i t . To 

cross-examine them, we need t o look at the 
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c a l c u l a t i o n s or t h e a p p r o a c h t h a t went i n t o t h i s . We 

woul d move t o s t r i k e t h e i r e x h i b i t s i f we c a n ' t l o o k 

a t t h e s u p p o r t i n g d a t a . T h a t ' s a l l we're a s k i n g f o r 

i s j u s t a chance t o see how t h e y r e a c h e d t h e s e 

c o n c l u s i o n s , i n s t e a d o f j u s t a c c e p t i n g them i n t h e 

d a r k . 

MR. STOVALL: I have no p r o b l e m w i t h t h a t 

c o n c e p t . I t ' s making them i n such a way t h a t t h e 

r e c o r d works when you do so. 

MR. CARR: W e l l , and I m i g h t even s h o r t e n 

i t . 

Q. [BY MR. CARR] Mr. A u s b u r n , t h e two s h e e t s 

you've handed t o t h e Exami n e r , a r e t h e s e t h e r e s u l t s 

o f y o u r m o d e l i n g ? 

A. Those a r e p a r t o f t h e o u t p u t . 

Q. What do t h e s e show you? 

A. They show t h e g r i d - b l o c k p r e s s u r e s a t a 

po i n t i n t i m e . 

Q. When we say " a t a p o i n t i n t i m e , " what 

p o i n t i n t i m e a r e we t a l k i n g a b o u t ? 

A. There w i l l be a d i f f e r e n t p o i n t i n t i m e f o r 

each one. 

Q. For each o f t h e p o i n t s on t h e s e e x h i b i t s ? 

A. No, f o r each of t h e e x h i b i t s . 

Q. L e t ' s l o o k a t what i s c a l l e d Case A, and I 
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wou l d ask y o u , what p o i n t i n t i m e does t h a t r e f l e c t ? 

HEARING EXAMINER: We're s t i l l g e t t i n g i n t o 

a s t r a n g e s i t u a t i o n . I ' l l t e l l you wh a t . Are t h e r e 

any o b j e c t i o n s t o making t h e s e an e x h i b i t , Mr. 

Pearce? Why d o n ' t we j u s t s h u t down r i g h t now and 

make c o p i e s o f t h e s e so I can f o l l o w them, Mr. Ca r r 

can f o l l o w them and you may f o l l o w them. 

MR. PEARCE: T h a t w o u l d be f i n e . 

HEARING EXAMINER: L e t ' s go o f f t h e r e c o r d 

a g a i n f o r as l o n g as i t t a k e s t o make c o p i e s . 

( T h e r e u p o n , a r e c e s s was t a k e n . ) 

HEARING EXAMINER: T h i s h e a r i n g w i l l come 

t o o r d e r . Mr. C a r r ? 

MR. PEARCE: May I , B i l l ? 

MR. CARR: You b e t . 

MR. PEARCE: Mr. Examiner, i f I may j u s t 

f o r t h e r e c o r d , I would l i k e t o i n t r o d u c e what we've 

marked and d i s t r i b u t e d c o p i e s o f P a r k e r E x h i b i t s 18, 

19 and 20 t o t h i s p r o c e e d i n g . 

E x h i b i t No. 18 i s l a b e l e d Case A i n t h e 

upper r i g h t - h a n d c o r n e r i n h a n d w r i t i n g . E x h i b i t 19 i s 

l a b e l e d Case B i n t h e upper r i g h t - h a n d c o r n e r , and 

E x h i b i t No. 20 i s a grap h t h a t says F i e l d T o t a l , 

P i t c h f o r k Ranch ( A t o k a ) F i e l d / L e a C o u n t y , New M e x i c o , 

s i m p l y by way o f i n t r o d u c t i o n , Mr. Examiner. I 
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a p o l o g i z e , Mr. C a r r . 

MR. CARR: We have no o b j e c t i o n t o t h e 

a d m i s s i o n o f t h e s e e x h i b i t s . 

HEARING EXAMINER: E x h i b i t s 18, 19 and 20 

w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

Mr . C a r r ? 

Q. [BY MR. CARR] Mr. A u s b u r n , c o u l d you t e l l 

me what E x h i b i t 18 i s ? 

A. 18 i s t h e p r e s s u r e s p r e d i c t e d i n t h e 

r e s e r v o i r a t 4,180 days a f t e r September 1983. 

Q. And September 1983 i s t h e day t h a t t h e 34-1 

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

A. T h a t ' s t h e i n i t i a l p r o d u c t i o n f r o m t h e 

r e s e r v o i r . 

Q. What i s 4,180 d a y s , a p p r o x i m a t e l y ? Have we 

g o t t e n t h e r e y e t ? 

A. No, I d o n ' t t h i n k so. 

MR. HELMS: 11 and a h a l f y e a r s . 

A. Thank y o u . Okay. Yes, 11 and a h a l f 

y e a r s . 

Q. So t h a t w o u l d be 1995 sometime, t h e n . Why 

i s t h a t d a t e s i g n i f i c a n t ? 

A. T h a t i s t h e d a t e when t h e Penn u l t i m a t e 

w e l l goes o f f p r o d u c t i o n . 

Q. T h i s i s t h e d a t e o f t h e l a s t p r o d u c t i o n 
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from the r e s e r v o i r ? 

A. No, the date t h a t the next t o the l a s t w e l l 

goes o f f p r o d u c t i o n . 

Q. Why d i d you s e l e c t t h a t ? 

A. Because, from t h a t p o i n t f o r w a r d , t h i s i s 

whatever can be recovered from the r e s e r v o i r at t h i s 

p o i n t has t o be reco v e r e d , by d e f i n i t i o n , from the 

34-1 . 

Q. What i s the date f o r E x h i b i t No. B? And I 

assume t h i s i s the same s o r t of i n f o r m a t i o n at another 

date ? 

A. Yes. Thi s i s i n a Case A, w i t h no 

p r o r a t i o n . And Case B i s w i t h p r o r a t i o n . 

Q. These are at the same date? 

A. No, because of the p r o r a t i o n the date i s 

d i f f e r e n t . This i s at 4,899 days, which i s 13.42 

years from 1983.667, the year 1997.08. 

Q. So we have b a s i c a l l y a longer p r o d u c i n g 

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

A. Yes, s i r . 

Q. What we're l o o k i n g a t , we're l o o k i n g at the 

e x i s t i n g - - i s t h i s a bottom-hole p r e s s u r e f i g u r e ? 

A. These are r e s e r v o i r p r e s s u r e s . 

Q. These f i g u r e s , these numbers, are what? 

A. These are r e s e r v o i r p r e s s u r e s . 
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Q. So what we have h e r e a r e t h e p r e s s u r e s - - a r e 

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

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

A. T h i s i s o u t p u t . 

Q. And t h i s t e l l s you w i t h or w i t h o u t 

p r o r a t i o n i n g how much p r e s s u r e w o u l d be l e f t i n each 

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

A. T h i s i s t r u e . At t h e p o i n t o f t h e s e two 

f i g u r e s i t w o u l d be on t h e west s i d e o f t h e r e s e r v o i r 

p a r t i c u l a r l y . We have gas t r a p p e d a t a h i g h e r 

p r e s s u r e i n t h e Case A, no p r o r a t i o n s c e n a r i o . 

T h e r e f o r e , more gas. 

Q. Now, i f we l o o k a t t h e f i g u r e s f o r t h e 

3 4 - 1 , w i t h o u t p r o r a t i o n i n g a t t h e t i m e t h e 34-1 i s t h e 

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

p r o r a t i o n i n g , i t s r e s e r v o i r p r e s s u r e w o u l d be 1884, i s 

t h a t r i g h t ? T h e r e ' s a 1900 above i t . 

A. No, I'm s o r r y . W i t h o u t p r o r a t i o n ? 

Q. Yes. 

A. Th a t w o u l d be Case A, t h a t ' s E x h i b i t 18? 

Q. Case w i t h o u t p r o r a t i o n i s Case A? 

A. Yes. 

Q. Then I have t h o s e r e v e r s e d ; so t h e p r e s s u r e 

w o u l d be 1788, i s t h a t r i g h t ? 

A. Yes. 
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Q. W i t h p r o r a t i o n i n g , a t t h e t i m e t h e n e x t t o 

t h e l a s t w e l l goes o f f , i t ' s 1884? 

A. Yes, s i r . 

Q. Now, my q u e s t i o n r e a l l y i s , t h i s i s t h e 

o u t p u t i n f o r m a t i o n . What do you p u t i n t o y o u r model 

s t u d y t o get t o t h i s p o i n t ? 

A. The p o r o s i t y and s a t u r a t i o n d a t a c o n t a i n e d 

on E x h i b i t 4, I t h i n k . 

Q. Do you do t h a t a b s e n t c u r r e n t p r e s s u r e 

i n f o r m a t i on ? 

A. No. You code t h e r e s e r v o i r up and d e s c r i b e 

i t i n i t s i n i t i a l c o n d i t i o n s and t h e n match t h e 

p e r f o r m a n c e o f t h e r e s e r v o i r w i t h y o u r model 

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

Q. How many t i m e s d i d you have t o r u n t h i s t o 

get a mat ch ? 

A. I d o n ' t know. S e v e r a l , I'm s u r e . 

Q. More t h a n s e v e r a l ? More t h a n t h r e e ? 

A. More t h a n t h r e e , I i m a g i n e . 

Q. I s t h e r e any p a r t i c u l a r i n f o r m a t i o n — 

A. The major t h i n g t o be changed i s 

p e r m e a b i l i t y . 

Q. When you change p e r m e a b i l i t y , do you change 

i t by each o f t h e g r i d s or each o f t h e s q u a r e s ? 

A. Yes. 

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 

47 

Q. What p e r m e a b i l i t y changes d i d you make? 

A. T h i s t o o k many days t o do. I c o u l d n ' t 

b e g i n t o d e s c r i b e . I have a p e r m e a b i l i t y map f r o m t h e 

f i n a l match. 

Q. What we're g e t t i n g h e r e i s j u s t t h e r e s u l t 

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

A. Yes. And t h e i n p u t f a c t o r s w o u l d be t h e 

p o r o s i t y and w a t e r s a t u r a t i o n and t h i c k n e s s e s . 

Q. And you used v a r i o u s ones o f t h o s e u n t i l 

you g o t a match? 

A. The major changes were i n t h e p e r m e a b i l i t y . 

Q. You changed t h e p e r m e a b i l i t y u n t i l you 

a c t u a l l y g o t t h e match? 

A. Yes. Maybe t h a t w o u l d be a t i m e t o t a l k 

about E x h i b i t 20. 

Q. A l l r i g h t . L e t ' s l o o k a t E x h i b i t 20. What 

does E x h i b i t 20 show you? 

A. S i m p l y p u t , E x h i b i t 20, t h e n , i s a 

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

p r o d u c t i o n t o our model, and t h i s i s our f i n a l r u n 

fr o m w h i c h t h e p r o j e c t i o n s were made. 

Q. T h i s shows a c t u a l l y t h a t you were a b l e t o 

re a c h a match? 

A. Yes . 

Q. Do you know what p e r m e a b i l i t y f a c t o r s you 
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were a s s i g n i n g t o the 34-1 i n making t h i s match? 

A. My guess i s about nine mi 1 1 i d a r c i e s . 

Q. Do you have a c t u a l i n f o r m a t i o n t h a t 

e s t a b l i s h e s t h a t nine m i l l i d a r c i e s i s the p e r m e a b i l i t y 

f o r t h a t w e l l ? 

A. That's the p e r m e a b i l i t y t h a t matches t h i s 

performance, yes. 

Q. Is t h a t the p e r m e a b i l i t y from the data on 

the w e l l i t s e l f ? Does i t match t h a t i n f o r m a t i o n ? 

A. We have no a c t u a l p e r m e a b i l i t y data from 

the w e l l , as I r e c a l l . 

Q. So you're j ust e s t i m a t i n g what t h a t would 

be ? 

A. The i n i t i a l p e r m e a b i l i t i e s were e s t i m a t e d 

from the open-flow t e s t s , a r e g r e s s i o n a n a l y s i s of the 

open-flow t e s t , and from t h i s we were able t o get a 

s t a r t i n g p e r m e a b i l i t y . 

Q. I f you had a p e r m e a b i l i t y a l i t t l e b i t h i g h 

on the 34-1 and a l i t t l e b i t low on the 33-4, you 

might a l s o get a s i m i l a r match, i s n ' t t h a t t r u e ? 

A . No, no. 

Q. I t wouldn't work t h a t way? 

A. I t wouldn't work t h a t way. 

Q. How accurate i s your model? Do you have a 

percent of e r r o r t h a t you f a c t o r i n t o t h i s ? 
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A. I t has about f o u r p e r c e n t . I t a l l depends 

how you d e s c r i b e t h e e r r o r . The i n c r e m e n t a l e r r o r per 

t i m e s t e p i s v e r y s m a l l . The c u m u l a t i v e e r r o r over 

some a l m o s t 20 y e a r s , 25 y e a r s , i s about f o u r , f i v e 

p e r c e n t . 

Q. So we c o u l d have a f o u r or f i v e p e r c e n t 

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

t h e - - I guess t h e y ' r e t h e r e s e r v e s t h a t a r e shown on 

t h e Case A, w h i c h i s your E x h i b i t 1 1 , no 

p r o r a t i o n i n g ? You have a t o t a l , I guess i t ' s 

r e m a i n i n g r e s e r v e s , of 8,134.160? 

A. Th a t sounds r i g h t , y e s , s i r . 

Q. And i f we go w i t h y o u r Case B w i t h 

p r o r a t i o n i n g , you come up w i t h a r e s e r v e f i g u r e o f 

8,488.864. So, i s t h a t j u s t an i n d i c a t i o n o f t h e 

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

A. No, s i r , I b e l i e v e i t ' s a r e a l s h i f t . 

Q. G o o n . 

A. Because t h e model, we're l o o k i n g f o r a 

q u a l i t a t i v e s h i f t under d i f f e r e n t s i t u a t i o n s . I t ' s 

t h e same model and t h e same d a t a , j u s t d i f f e r e n t 

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

Q. And y o u ' r e t a l k i n g n o t about r e s e r v e s i n 

p l a c e , b u t r e c o v e r a b l e r e s e r v e s ? 

A. R e c o v e r a b l e r e s e r v e s . And t h a t d i f f e r e n c e , 
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I t h i n k , i s about f o u r and a h a l f p e r c e n t . 

Q. And when you t a k e t h i s , t h e r e i s a 

d i f f e r e n c e o f a p p r o x i m a t e l y 355 m i l l i o n , and when you 

compare t h a t t o , i f I u n d e r s t o o d y o u r 34 a p p r o x i m a t e l y 

b c f i n p l a c e , you g e t j u s t a o n e - p e r c e n t v a r i a t i o n i n 

t h e r e , i s n ' t t h a t r i g h t ? 

A. I t h i n k t h e u l t i m a t e r e c o v e r y p r e d i c t i o n s 

d i f f e r by 1.4 p e r c e n t . 

Q. A l l r i g h t . When I t a l k a bout u l t i m a t e 

r e c o v e r y , t h e r e ' s a v a r i a t i o n i n t h e u l t i m a t e r e c o v e r y 

f i g u r e s o f 1.4 p e r c e n t and t h a t i s w i t h p r o r a t i o n i n g 

and w i t h o u t p r o r a t i o n i n g ? 

A. T h a t ' s r i g h t , and w i t h a v a r i a t i o n i n t h e 

r e s e r v e s o f 4.4 p e r c e n t . 

Q. Okay. And w i t h 4.4 p e r c e n t on t h e 

r e s e r v e s ? 

A. On t h e r e s e r v e s . 

Q. Now, i f we l o o k a t E x h i b i t 16? 

A. Ok ay. 

Q. T h i s i s e n t i t l e d , " Atoka R e s e r v o i r 

P i t c h f o r k Ranch F i e l d Summary, P e r c e n t o f De v e l o p e d 

Acreage," and you have g i v e n 11.11 p e r c e n t t o each o f 

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

A. Yes, s i r . 

Q. I u n d e r s t o o d you t o say t h a t you had 
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r e d i s t r i b u t e d t h e r e s e r v e s i n making y o u r i n i t i a l 

model t o p u t o n e - n i n t h i n each o f t h e w e l l s . Was t h a t 

i n c o r r e c t ? 

A. No, I d i d n o t do t h a t . 

Q. What i s t h e p u r p o s e o f a v e r a g i n g and g i v i n g 

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

w e l l s ? 

A. T h i s i s j u s t t h e p e r c e n t o f d e v e l o p e d 

a c r e a g e . 

Q. They a l l are 320 a c r e s and d e v e l o p e d ? 

A. Yes, t h e y ' r e a l l 320 a c r e s . I t ' s n o t a l l 

p r o d u c t i v e i n e v e r y i n s t a n c e , by our i n t e r p r e t a t i o n , 

b u t s e r v i c e a c r e s , t h e y ' r e a l l e q u a l . 

Q. When we t a k e a l o o k a t how you went about 

p r o j e c t i n g t h e i m p a c t of p r o r a t i o n i n g on t h e p o o l , 

d i d n ' t you i n i t i a l l y a s s i g n o n e - n i n t h o f t h e r e s e r v e s 

t o each o f t h e w e l l s ? I s n ' t t h a t what you s a i d ? 

A. No. 

Q. You b r o k e s o m e t h i n g up by o n e - n i n t h . Was 

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

A. T h a t ' s a l l . 

0. N o t h i n g e l s e ? 

A. The gas d e l i v e r a b i l i t y , you d i v i d e d t h a t 

o n e - n i n t h by each w e l l , i n o r d e r t o e s t i m a t e a 

l i m i t i n g p r o d u c t i o n per y e a r , y e s . 
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Q. There a r e w e l l s i n t h e r e t h a t won't make 

o n e - n i n t h o f t h e t o t a l d e l i v e r a b i l i t y , i s n ' t t h a t f a i 

t o say ? 

A. T h a t ' s p o s s i b l e , y e s . We r e d e t e r m i n e t h a t 

each y e a r . 

Q. Now, when I l o o k a t t h e p r e s s u r e 

i n f o r m a t i o n t h a t you've d e p i c t e d on E x h i b i t 8-A--

A. Here i t i s . I ' v e got i t . 

Q. - - i f t h e r e ' s an a s t e r i s k i n f r o n t o f t h e 

number, t h a t i s an a c t u a l measured p r e s s u r e ? 

A. Yes , s i r . 

Q. I f t h e r e i s n o t , t h e n t h a t i s a computed 

p r e s s u r e ? 

A. Yes, s i r . 

Q. I f I l o o k a t t h i s , t h e r e a r e o n l y two 

p r e s s u r e s u t i l i z e d f o r t h e P i t c h f o r k 3 4 - 1 , i s t h a t 

r i g h t ? T h e re a t t h e t o p , t h e y ' r e t h e f i r s t t h r e e 

e n t r i e s p l u s t h e f i f t h . T here a r e f o u r o f them. 

A. Yes, t h e f i r s t t h r e e e n t r i e s . 

Q. When you u t i l i z e p r e s s u r e i n f o r m a t i o n on 

t h e P i t c h f o r k 3 4 - 1 , d i d you u t i l i z e t h a t 9/1986 f i g u r 

or d i d you a d j u s t t h a t as you went f o r w a r d 

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

A. I'm n o t su r e I u n d e r s t a n d t h e q u e s t i o n . 

I'm s o r r y . 
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Q. Were t h e s e f i g u r e s u t i l i z e d by you i n d o i n g 

y o u r model s t u d y ? 

A. Not i n t h e model. They were h e l p f u l i n 

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

Q. T h a t ' s a l l you u t i l i z e d them f o r ? 

A. They were used t o d e v e l o p 8-2, t h e POZ 

p i ot . 

Q. There was n o t h i n g i n t e r m s o f t h i s p r e s s u r e 

i n f o r m a t i o n t h a t w o u l d have f o u n d i t s way i n t o y o u r 

model s t u d y ? 

A. We used t h i s as a g u i d e t o see how t h e 

p r e s s u r e s d e g r e e d w i t h d i f f e r e n t t i m e s t e p s . 

Q. Now, i f I u n d e r s t a n d i t , y o u ' r e 

recommending t h a t p r o r a t i o n i n g be i m p l e m e n t e d i n t h e 

P i t c h f o r k Ranch-Atoka Gas P o o l on 1/1/90. When t h a t 

happens, how do you p r o p o s e t h a t i t work? Would a l l 

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

p r o r a t i o n i n g p e r i o d ? 

A. Yes. 

Q. And t h e n w o u l d t h e y go i n w i t h a z e r o 

s t a t u s or an o v e r - or u n d e r p r o d u c e d s t a t u s ? 

A. I wou l d n o t know on t h e p a r t i c u l a r s . 

Q. Have you e s t i m a t e d how l o n g i t w o u l d t a k e 

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

p r o r a t i o n i n g system? 
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A. No, s i r , I haven't. 

Q. Did you make any es t i m a t e of how many 

ma r g i n a l or nonmarginal w e l l s would u l t i m a t e l y r e s u l t 

by going t h r o u g h t h i s process? 

A. I don't have the numbers i n f r o n t of me. 

The man t h a t ran the model knew t h a t t h e r e were 

s e v e r a l . I'm aware t h a t t h e r e ' s a cou p l e , p r o b a b l y , 

t h a t are m a r g i n a l . 

Q. That are ma r g i n a l ? 

A. That would be soon. 

Q. Do you know u l t i m a t e l y how many m a r g i n a l 

and nonmarginal w e l l s would, i n f a c t , be i n t h i s pool? 

A. No. 

Q. Wouldn't you need t o know t h a t i f you were 

t o e s t i m a t e how p r o r a t i o n i n g was r e a l l y going t o 

a f f e c t the o v e r a l l p r o d u c t i o n ? 

A. W e l l , what we d i d do, we d i d i t on one-year 

time s t e p s . We ran a f u l l year at c a p a c i t y and then 

took o n e - n i n t h of t h a t , and t h e n , f o r a p e r i o d of a 

year we l e f t t h a t as a maximum p r o d u c t i o n p e r m i s s i b l e 

from any one w e l l , even though some w e l l s perhaps 

might not make t h a t . A f t e r t h a t year i s over w i t h , 

the w i t h d r a w a l s t h a t a c t u a l l y came out from the model, 

we then redetermined the d e l i v e r a b i l i t y . So we 

redetermined once a year. 
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Q • You've r e d e t e r m i n e d d e l i v e r a b i l i t y , n o t how 

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

s y s t e m , i s t h a t r i g h t ? 

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

Q. Have you r e v i e w e d , i n p r e p a r i n g t h i s 

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

New Mexico? 

A. No, s i r . 

Q. You a r e recommending t h a t p r o r a t i o n i n g be 

im p l e m e n t e d on a s t r a i g h t a c r e a g e b a s i s , i s n ' t t h a t 

c o r r e c t ? 

A. Yes. 

Q. Based on your m o d e l i n g o f t h i s r e s e r v o i r , 

i s i t p o s s i b l e f o r you t o d e t e r m i n e c u r r e n t 

r e c o v e r a b l e r e s e r v e s under each t r a c t , each o f t h e 

n i n e t r a c t s t h a t have w e l l s on them i n t h e p o o l ? 

A. Some o f t h e w e l l s a r e i n c u r r e n t r e s e r v e s 

now, b u t a r e n o t on t h e t r a c t . 

Q. They wo u l d be on t h e t r a c t t o d a y , w o u l d 

t h e y n o t ? 

A. They would be on t h e t r a c t t o d a y as t h e y go 

i n t o t h e w e l l b o r e , y e s , s i r . 

Q. Could you d e t e r m i n e what w o u l d be t h e 

r e c o v e r a b l e r e s e r v e s under t h e s e t r a c t s w i t h t h e d a t a 

t h a t you have, w i t h i n r e a s o n a b l e e n g i n e e r i n g 
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l i m i t a t i o n s ? 

A. I n o t h e r w o r d s , t h e amount o f gas 

u n d e r n e a t h each t r a c t ? 

Q. As o f t h i s t i m e . 

A. Yes, t h a t c o u l d be done. 

Q. That w o u l d be p r a c t i c a b l e f o r you t o do? 

A. Yes, t h a t c o u l d be done, I b e l i e v e . 

Q. W i t h i n r e a s o n a b l e - - I mean, t h e r e a r e a l w a y s 

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

A. Uh-huh. 

Q. Cou l d you a l s o do t h a t on, say, d e t e r m i n e 

t h e d e l i v e r a b i l i t y o f each w e l l ? You can do t h a t , 

c e r t a i n l y , on a l l t h e w e l l s i n t h e p o o l ? 

A. Yes. 

Q. Could you base p r o r a t i o n i n g on t h e w e l l ' s 

d e l i v e r a b i l i t y ? I s t h a t a p o s s i b l e way t o go i n 

a l l o c a t i n g p r o d u c t i o n ? 

A. T h a t ' s a p o s s i b l e way t o go. 

Q. Cou l d you d e t e r m i n e gas i n p l a c e a t t h i s 

t i m e under t h o s e t r a c t s - - e a c h o f t h e t r a c t s i n t h e 

p o o l ? 

A. Yes. 

Q. Do you have an e s t i m a t e of what t h e t o t a l 

gas i n p l a c e i n t h e p o o l w o u l d be? 

A. Now? 
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Q. Yes. Could you e s t i m a t e t h a t ? I d o n ' t 

want you t o do i t now. I'm j u s t a s k i n g i f t h a t i s 

s o m e t h i n g you c o u l d do. 

A. Yes. 

Q. As an e n g i n e e r you c o u l d do t h a t ? 

A. Yes. 

Q. You c o u l d g et t h e t o t a l r e c o v e r a b l e 

r e s e r v e s i n t h e p o o l ? You c o u l d p r a c t i c a b l y do t h a t , 

t o o , c o u l d n ' t you? 

A. And we have done t h a t , y e s . 

Q. And so any o f t h e s e o t h e r methods w o u l d be 

p o s s i b l e ways t o p r o r a t e t h e p o o l , i s n ' t t h a t r i g h t ? 

A. They a re p o s s i b l e ways. 

Q. You have t h e d a t a t o make t h e e n g i n e e r i n g 

d e t e r m i n a t i o n s t o do t h a t , i f t h a t ' s what you were 

asked t o do? 

A. Yes. 

Q. Now, have you made any c a l c u l a t i o n s or 

e s t i m a t e s o f what i m p a c t p r o r a t i o n i n g w o u l d have on 

t h e s h o r t - t e r m a b i l i t y o f t h e w e l l t o d e l i v e r - - I ' m 

s o r r y . S t r i k e t h a t . 

Have you made any e s t i m a t e o f what i m p a c t 

p r o r a t i o n i n g w o u l d have on t h e s h o r t - t e r m a b i l i t y o f 

t h e p r o r a t i o n i n g on t h i s p o o l ' s a b i l i t y t o d e l i v e r 

gas? Would i t have i t i m m e d i a t e l y i n c r e a s e or 
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d e c r e a s e t h e p r o d u c i n g c a p a b i l i t y , or do you know? 

A. I t w o u l d d e c r e a s e . 

Q. And why wou l d t h a t happen? 

A. Because t h e w e l l s a r e r e s t r i c t e d t o 

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

Q. Every w e l l t h a t now can p r o d u c e more t h a n a 

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

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

Q. T h e r e ' s a ma r k e t f o r a l l t h e gas t h a t ' s 

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

A. I n s o f a r as I know. 

Q. And so t h e r e w o u l d be j u s t more a d d i t i o n a l 

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

i n t o e f f e c t on t h e s h o r t - t e r m b a s i s ? 

A. I'm s o r r y ? 

Q. I f t h e p r o d u c t i o n i s down and t h e m a r k e t 

s t a y s t h e same, t h e r e i s j u s t more excess m a r k e t i n 

t h i s a r e a ? 

A. I guess you c o u l d p u t i t t h a t way, y e s . 

Q. Or you can p u t i t however you'd l i k e . 

Now, l e t me ask you t h i s : The r e a l c o n c e r n 

seems t o be w i t h d r a i n a g e f r o m t h e No. 34 w e l l . I f we 

p r o r a t e , as you p r o p o s e , t h a t i s g o i n g t o reduce t h e 

amount o f d r a i n a g e t o t h e 34 f r o m t h e i m m e d i a t e l y 

o f f s e t t i n g t r a c t s , i s n ' t t h a t c o r r e c t ? 
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A. Yes . 

Q. Do you know o f any p r e c e d e n t where 

p r o r a t i o n i n g has been u t i l i z e d i n New Mexico t o 

compensate f o r d r a i n a g e t o b e t t e r w e l l s i n a 

r e s e r v o i r ? 

A. I'm n o t aware o f any . 

Q. Now, i f our o b j e c t i v e i n t h i s r es e r v o i r i s 

t o us e p r o r a t i o n i n g t o l i m i t d r a i n a g e t o a b e t t e r 

w e l l , i t w o u l d be f a i r t o say t h a t t h e Enr on, Diamond 

5 , i s on e of t h e b e t t e r we l i s i n t h e p o o l , t o o , i s n ' t 

t h a t r i g h t 

A. I t i s . 

Q. So t o p r o r a t e , i t m i g h t be w i s e t o r e s t r i c t 

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

o f f se 11 i n g p r o p e r t i e s , i s n ' t t h a t c o r r e c t ? 

A. Yes . 

Q. I f we go t o t h e M e r i d i a n w e l l w h i ch i s 

a l s o , f r o m t h e s e e x h i b i t s , seems t o be t h e P i t c h f o r k 4 

Fed . No. 2 , t h a t a p p e a r s t o be one o f t h e b e t t e r 

w e l l s So t o d e a l w i t h dr a i n a g e t o a b e t t er w e l l , 

t h a t w e l l m i g h t a l s o need t o be r e s t r i c t e d , i f we're 

d e a 1 i n g j u s t w i t h t h e d r a i nage q u e s t i o n ? 

A . I f we're d e a l i n g j u s t w i t h t h e d r a i n a g e 

q u e s t i o n , y e s . 

Q. Now, i f we go d own, we g e t some w e l l s t h a t 
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are n o t q u i t e as good b u t s t i l l appear t o be b e t t e r 

w e l l s i n t h e p o o l . Say, t h e Madera 33-4, I t h i n k , 

w o u l d be one o f t h e b e t t e r w e l l s . I f we're 

t r y i n g - - a n d maybe you can g i v e me--I'm t r y i n g t o t a k e 

t h e s e i n r e v e r s e o r d e r , Mr. A u s b u r n , j u s t g o i n g b e s t 

t o w o r s e . 

I t l o o k s t o me l i k e p e r h a p s t h e Enr o n , Page 

3 Com. No. 1 woul d be, i f we're g o i n g i n r e v e r s e 

o r d e r , w o u l d be about t h e f o u r t h b e s t w e l l i n t h e 

p o o l ? And I won't go t h r o u g h a l l o f them. 

MR. STOVALL: T h a t ' s good, Mr. C a r r . 

Q. But i f we t a k e , say, t h e Enr o n , Page 3 Com. 

No . 1, t h a t ' s a 1 so b e t t e r than the o f f s e t t i n g w e l l s , 

and we 1 re t r y i n q t o p r e vent d r a i n a g e t o i t , we might 

r e s t r i c t t h a t w e 11, too? I s n ' t t h a t f a i r t o say? 

A. Are w e t r y i n g t o pre v e n t d r a i n a g e , too? 

We ' r e a l s o cone e rned about c o r r e l a t i v e r i g h t s but 

we' r e t r y i n g t o promote a d d i t i o n a l r e c o v e r y from the 

rese r v o i r a l s o . 

Q. But i n terms of the c o r r e l a t i v e r i g h t s 

qu e s t i o n , ar en 1 t we t r y i n g t o p r o t e c t the r e s e r v o i r , 

p r o t ect o f f s e t t i ng t r a c t s from drainage t o the 34-1? 

A. Yes, from a l l other w e l l s , yes. 

Q. Yes, and i f we t a k e t h a t l o g i c a l l y and move 

t h r o u g h t h e s e w e l l s , t h e same t e s t w o u l d have t o a p p l y 
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t o t h e Diamond Fed. No. 3, i s n ' t t h a t r i g h t ? 

A. Yes . 

Q. And t h e n t o t h e M e r i d i a n , P i t c h f o r k No. 4, 

i s n ' t t h a t c o r r e c t , because i t ' s b e t t e r t h a n t h e 

o f f s e t s ? 

A. Those a r e t h e two s t r o n g e r w e l l s b e s i d e s 

t h e 3 4 - 1 . 

Q. And t h e n we get t o t h e t h i r d s t r o n g e s t 

w e l l , w h a t e v e r i t i s , say i t ' s t h e Page 3 Com. No. 1 , 

we w o u l d have t o do t h e same w i t h i t , i s n ' t t h a t 

t r u e ? I f we're t r y i n g t o p r o t e c t f r o m d r a i n a g e t o t h e 

b e t t e r w e l l s f r o m t h e p o o r e r w e l l s , we have t o 

c o n t i n u e t o l i m i t be11:er w e l l s t h a t a r e o f f s e t by 

p o o r e r w e l l s , i s n ' t t h a t r i g h t ? 

A. I'm n o t s u r e how t h i s number compares t o 

i t s gas i n p l a c e , t o t e l l you t h e t r u t h . 

Q. I f we t a k e t h i s p r i n c i p l e and go f o r w a r d 

w i t h i t , , i t c a n ' t j u s t , a p p l y t o t h e Madera 3 4 - 1 , i t 

has t o a p p l y t o t h e o t h e r b e t t e r w e l l s t h a t a r e 

b e n e f i t t i n g a t t h e expense o f t h e i r n e i g h b o r , i s n ' t 

t h a t r i g h t ? 

A. I t w o u l d a p p l y t o a l l o f t h e w e l l s . 

Q. I f i t a p p l i e s t o a l l o f t h e w e l l s , t h e n , i n 

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

t h e p o o l t o p r o t e c t i t f r o m t h e b e t t e r w e l l s t h a t 
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o f f s e t i t , i f we're j u s t l o o k i n g a t u s i n g p r o r a t i o n i n g 

t o 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. I f we're j u s t l o o k i n g t o p r o t e c t 

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

Q. Yes. 

A. I t h i n k t h e y ought t o be l i m i t e d by t h e 

amount o f gas a v a i l a b l e t o each d r a i n a g e 

w e l l — d r a i n a g e p o i n t . But we're l o n g p a s t t h a t 

s i t u a t i o n now. 

Q. I f we're l o o k i n g a t j u s t d r a i n a g e and we're 

t r y i n g t o p r o t e c t e v e r y o n e f r o m t h e 3 4 - 1 , and we t a k e 

t h a t t o i t s c o n c l u s i o n , we have t o go t o t h e w o r s t 

w e l l i n t h e p o o l and say we want t o p r o t e c t i t f r o m 

t h e b e t t e r w e l l s t h a t a r e d r a i n i n g f r o m i t , i s n ' t t h a t 

r i g h t ? 

A. W i t h i n r e a s o n , w i t h i n r e a s o n , b u t as l o n g 

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

Q. A l l r i g h t . As l o n g as i t ' s c a p a b l e of 

p r o d u c i n g ? 

A. Yes. 

Q. Now, I am g o i n g t o ask you some q u e s t i o n s 

t h a t you may n o t know a n y t h i n g about and you can 

escape by s a y i n g so. 

I n y o u r work on t h i s p r o j e c t , Mr. A u s b u r n , 

have you become aware o f what i n t e r e s t P a r k e r D r i l l i n g 
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a c t u a l l y has i n any o f t h e s e p r o p e r t i e s ? 

A. V a g u e l y . 

Q. Do you knov; how t h a t i n t e r e s t was a c q u i r e d 

A. Not w e l l , no. 

Q. Do you knov/ t h e t e r m o f t h a t o w n e r s h i p 

i n t e r e s t , i f t h e r e i s one? 

A. No. 

Q. Have you seen any o f t h e documents 

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

A. No, s i r . 

Q. So i t ' s f a i r t o say you d o n ' t know t h e 

d e t a i l s o f how t h e y a c q u i r e d them? 

A. No, I don't, know t h e d e t a i l s . 

MR. CARR; Then t h a t ' s a l l I have. Thank 

you . 

MR. PEARCE: May I , Mr. Examiner? 

MR. STOVALL: L e t ' s g i v e Ms. C a l l a h a n a 

chance t o c r o s s - e x a m i n e . 

MS. CALLAHAN: I ' l l pass r i g h t now. 

MR. STOVALL: D i d you want t o e n t e r y o u r 

appear ance ? 

MS. CALLAHAN: Yes, I do. I wou l d l i k e t o 

e n t e r an appearance f o r R o b e r t L a n d r e t h . 

HEARING EXAMINER: Are t h e r e any 

o b j e c t i o n s ? 
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MR. P E ARC E i: No o b j e c t i o n . 

MR. CARR: No o b j e c t i o n . 

MS. CALLAHAN: He's e n t e r i n g i n o p p o s i t i o n 

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

HEARING EXAMINER: Thank y o u , Ms. 

C a l l a h a n . Mr. Pearce? 

FURTHER EXAMINATION 

BY MR. PEARCE: 

Q. A c o u p l e of: m a t t e r s b r i e f l y , j u s t f o r 

c l a r i f i c a t i o n o f t h e r e c o r d , i f I may. D u r i n g h i s 

c r o s s - e x a m i n a t i o n , Mr. Carr r e f e r r e d a c o u p l e of t i m e s 

t o t h e Page 3-1 w e l l . I w o u l d ask you t o r e f e r t o 

your E x h i b i t 1 or some o t h e r w e l l l i s t i n g , and l e t ' s 

j u s t make sure t h a t t h e w e l l a t i s s u e i n t h e 

P i t c h f o r k - A t o k a Ranch P o o l i s t h e Page 3 W e l l No. 2? 

A. Yes. 

Q. S i m i l a r l y , Mr. Ca r r r e f e r r e d t o t h e Madera 

34 W e l l No. 1 , and I b e l i e v e t h a t s h o u l d be t h e Madera 

33-4 w e l l , i s t h a t c o r r e c t ? 

A. There i s a 3 3-4, y e s . 

Q. And i s t h e r e a Madera 34-1? 

A. No, t h e r e i s n o t . 

Q. W i t h t h a t out of t h e way, a c o u p l e o f 

t h i n g s . Mr. C a r r , s e v e r a l t i m e s d u r i n g h i s 

c r o s s - e x a m i n a t i o n , had you answer q u e s t i o n s as i f t h e 
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p r o t e c t i o n of c o r r e l a t i v e r i g h t s were the only matter 

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

A. Yes, s i r . 

Q. I n y o u r o p i n i o n , i s t h a t t h e o n l y m a t t e r a t 

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

A. No, s i r . 

Q. S i m i l a r l y , Mr. Ca r r l o o k e d a t some 

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

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

i n s t i t u t i on o f p r o r a t i o n i n g i n t h i s p o o l was 1.4 

p e r c e n t . Do you r e c a l l t h a t ? 

A. Yes, s i r . 

Q. Bu t , i n f a c t , t h e e s t i m a t e d u l t i m a t e 

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

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

t h a t cor r e c t ? 

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

Q. So t h e a d d i t i o n a l 354 or 355 m i l l i o n c u b i c 

f e e t i s , i n f a c t , an i n c r e a s e i n t h e e s t i m a t e d 

rema i n i n g r e c o v e r a b l e r e s e r v e s , i s t h a t c o r r e c t ? 

A. That i s t r u e . 

Q. And t h a t comes o u t t o about 4.4 p e r c e n t ? 

A. 4.4 p e r c e n t . 

Q. Do I r e c a l l t h a t you e x p r e s s e d y o u r o p i n i o n 

t h a t t h a t i n c r e m e n t a l i n c r e a s e i n r e s e r v e s i s , i n 
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f a c t , a r e l i a b l e p r o d u c t of yo u r s t u d y and t h e use o f 

t h e model, t h a t t h e r e i s , i n f a c t , a r e a l i n c r e a s e i n 

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

Ranch-Atoka P o o l ? 

A. T h i s i s t r u e . The Case A and Case B 

s c e n a r i o s were r un e x a c t l y w i t h t h e same model and 

i n p u t d a t a . We were l o o k i n g f o r a r e l a t i v e s h i f t . I 

t a k e c o m f o r t i n t h a t p e r s o n a l l y , f r o m my p o i n t o f 

v i e w , t h a t i t i s a r e a l number. 

A l s o , t h e p r e s s u r e s shown on E x h i b i t s 18 

and 19, t h e f a c t t h a t t h e y c o n f o r m t o a r e a l p a t t e r n 

and n o t a s t a t i s t i c a l random p a t t e r n , b u t c o n f o r m t o a 

r e a l and i n t u i t i v e p r e s s u r e d i s t r i b u t i o n i n t h e 

r e s e r v o i r , i s a l s o , I ~ h i n k , f u r t h e r i n d i c a t i o n t h a t 

t h e r e s u l t s have p h y s i c a l meaning. 

MR. PEARCE: I have n o t h i n g f u r t h e r a t t h i s 

t i m e , Mr. Examiner. 

MR. CARR: I f I m i g h t , j u s t one f o l l o w - u p ? 

or w o u l d you l i k e me t o s h u t up f o r a l i t t l e w h i l e ? 

HEARING EXAMINER: I wou l d l i k e t o ask some 

q u e s t i o n s h e r e . 

MR. CARR: A l l r i g h t . I have one l a t e r . 

EXAMINATION 

BY MR. STOGNER: 

Q. Mr. A u s b u r n , what i s P a r k e r ' s i n t e r e s t i n 
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t h i s pool? 

A. They have some k i n d of p r o d u c t i o n payment 

arrangement, I b e l i e v e . 

Q. Y o u ' l l have: t o e l a b o r a t e on t h a t . 

A. How about, I'm not sure. I s t h a t an 

adequate answer? They are due some payment, I 

b e l i e v e , from p r o d u c t i o n from w e l l s i n t h i s r e s e r v o i r . 

0. Which w e l l s ? 

A. W e l l , I t h i n k a l l the w e l l s except 34-1, 

Cox 4-2, and the M e r i d i a n w e l l . I would presume the 

P i t c h f o r k 4-2. 

Q. But you do not know what Parker's i n t e r e s t 

as a percentage i s i n the w e l l s t h a t you have 

mentioned t h a t they do have some i n t e r e s t i n ? 

A . No, s i r . 

Q. I s t h i s a w o r k i n g - i n t e r e s t arrangement? 

Would t h a t be safe t o say? 

A. I don't t h i n k i t ' s a w o r k i n g - i n t e r e s t 

ar r a n gement. 

Q. I want t o r e f e r t o E x h i b i t s 18 and 19. You 

show an X and Y a x i s . What i s t h a t ? 

A. That's just, e a s t , west, n o r t h , south 

d i r e c t i o n . T h i s i s a g r i d b l o c k . 

Q. Yeah. What, i s the one, two, t h r e e , f o u r ? 

What am I l o o k i n a at? I s t h a t f e e t ? inches? m i l e s ? 
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A. Those a r e g r i d b l o c k s . T h i s has a p h y s i c a l 

s c a l e , i t ' s one i n c h e q u a l s 2,000. Perhaps t h a t ' s n o t 

n o t e d on h e r e . I t may n o t be. 

MR. STOVALL: Th a t w o u l d n o t be t r u e on t h e 

shrunk v e r s i o n s t h a t we have i n f r o n t o f us? 

THE WITNESS: No. T h a t ' s t r u e . On my copy 

i t ' s one i n c h e q u a l s 2,000. 

Q. W e ' l l c a l l i t one u n i t e q u a l s 2,000 f e e t ; 

how' s t h a t ? 

A. Yeah. Something l i k e t h a t . I c o u l d s c a l e 

t h a t o f f . But t h e s e are methods o f l o c a t i n g p h y s i c a l 

p a r a m e t e r s i n t h e r e s e r v o i r . And we have a 13 by 10 

g r i d b l o c k , end t h e r e s e r v o i r has been g r i d d e d so t h a t 

one can a l l o w f o r p o r o s i t y and p e r m e a b i l i t y and 

s a t u r a t i o n v a r i a t i o n s l a t e r a l l y t h r o u g h t h e r e s e r v o i r . 

MR. STOVALL: Mr. Exami n e r , may I ask a 

f o l l o w - u p q u e s t i o n t o t h a t w h i l e y o u ' r e s o r t i n g 

t h r o u g h t h e e x h i b i t s ? 

HEARING EXAMINER: Yes, p l e a s e . 

EXAMI NAT I ON 

BY MR. STOVALL: 

Q. Do you have a map w h i c h shows t h e g r i d 

b l o c k s r e l a t i n g t o t h e s e s e c t i o n s , or a n y t h i n g t h a t 

w o u l d show us how t h o s e g r i d b l o c k s f i t i n , or can you 

t e l l us what t h e l i m i t s o f t h e g r i d b l o c k a r e , i n 
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t e r m s o f a c t u a l l a n d l o c a t i o n s ? 

A. The w e l l s p o t s shown a re r e a l w e l l s p o t s , 

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

be one way t o g e t t o s c a l e on t h e r e d u c e d c o p i e s , i s 

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

r e l a t e t h i s g r i d model t o a map. 

Q. I f I l o o k a t t h e s e , i t appears on my copy 

t h a t t h e g r i d s a r e not. a l l t h e same s i z e . I t ' s n o t a 

squ a r e d g r i d , i s t h a t c o r r e c t ? 

A. T h a t ' s t r u e . T h e y ' r e r e c t a n g l e s b u t 

t h e y ' r e n o t a l l t h e same. And t h a t ' s common. I f one 

had an a q u i f e r , one would have one l a r g e b l o c k , one 

g r i d , and you c o u l d t a c k i t on a t an a p p r o p r i a t e end 

of t h e g r i d . 

FURTHER EXAMINATION 

BY MR. STOGNER: 

Q. Mr. A u s b u r n , do you know how much p i p e l i n e s 

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

A. No, I don't:. 

Q. And t h e r e a r e no u n o r t h o d o x l o c a t i o n s t h a t 

y o u ' r e aware of ? 

A. None t h a t I'm aware o f . 

Q. L e t ' s l o o k i n S e c t i o n 4, t h a t ' s t h e 

J. L. Cox No. 2, and I'm l o o k i n g a t y o u r E x h i b i t 5. 

I s t h a t , i n d e e d , a s t a n d - u p p r o r a t i o n u n i t ? 
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A. Yes, s i r . 

Q. Would t h a t n o t be an u n o r t h o d o x l o c a t i o n ? 

A. Looks p r e t t y c l o s e , d o e s n ' t i t ? 

Q. Yes, i t does. Do you know what t h e 

a d m i n i s t r a t i v e o r d e r , or was t h a t o r d e r i s s u e d f o r 

a p p r o v a l o f t h a t u n o r t h o d o x l o c a t i o n by h e a r i n g ? 

A . I d o n ' t know. 

Q. And a l l t h e p r o r a t i o n u n i t s a r e r o u g h l y 320 

ac r e s ? 

A. Yes, s i r . 

0. Now, you t o a c h e d on t h e ma r k e t o f t h e gas 

p r e s e n t l y . Would you run t h a t by me a g a i n , b u t a 

l i t t l e more i n d e t a i l ? Does t h e ma r k e t exceed demand 

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

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

b u t I'm under t h e i m p r e s s i o n t h a t t h e w e l l s a r e a b l e 

t o s e l l , i f t h e y l i k e -che p r i c e , e s s e n t i a l l y a l l t h e 

gas t h a t t h e y ' r e a b l e ~o p r o d u c e . 

HEARING EXAMINER: Mr. C a r r , I ' l l a l l o w you 

t o c o n t i n u e w i t h y o u r q u e s t i o n s . 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Mr. Au s b u r n , on E x h i b i t No. 5, you've 

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

y o u r s e l f , or d i d you g e t t h a t d a t a f r o m someone on 
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y o u r s t a f f ? 

A. W e l l , my s t a f f d i d i t . 

Q. I f , i n f a c t , i n S e c t i o n 4 we have l a i d - d o w n 

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

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

A. Yes, I would i m a g i n e t h e y would be, y e s , 

s i r . 

Q. You d o n ' t know w h e t h e r or n o t t h a t m i g h t be 

an e r r o r ? 

A. I t m i g h t be. 

Q. Mr. Pearce had a c o u p l e of q u e s t i o n s , and I 

j u s t want t o be su r e I u n d e r s t a n d what you were 

s a y i n g . He was t a l k i n g about a d d i t i o n a l r e s e r v e s t h a t 

c o u l d be r e c o v e r e d , I t h i n k , and we've been t a l k i n g 

about an i n c r e a s e o f 1.4 p e r c e n t o f s o m e t h i n g and 4.4 

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

C o uld you t e l l me what t h o s e numbers a r e ? 

I'm j u s t c o n f u s e d . 

A. The d i f f e r e n c e i n t h e e s t i m a t e d r e c o v e r y o f 

r e s e r v e s as o f 7/1/89, i s 355 m i l l i o n . The p r o r a t e d 

case w o u l d p r e d i c t 355 m i l l i o n a d d i t i o n a l c u b i c f e e t 

w o u l d be r e c o v e r e d , and t h a t , d i v i d e d by t h e e s t i m a t e d 

r e c o v e r y f r o m t h e n o n p r o r a t e d c a s e , i s 4.4 p e r c e n t . 

Q. So t h e a d d i t i o n a l r e c o v e r y i s n o t 1.4, i t ' s 

4.4? 
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A. The a d d i t i o n a l r e c o v e r y i s 4.4. 

MR. CARR: I d i d n ' t u n d e r s t a n d i t . Thank 

you v e r y much. T h a t ' s a l l I have, Mr. S t o g n e r . 

MR. STOVALL: Mr. Exam i n e r , I w o u l d l i k e t o 

f o l l o w up a l i t t l e more, i f I may? 

HEARING EXAMINER: Mr. S t o v a l l , p l e a s e . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. Do you know how much gas was p r o d u c e d f r o m 

t h e 34-1 f r o m September o f '83 t o F e b r u a r y o f '86? 

A. I d o n ' t have t h o s e numbers r e a d i l y 

a v a i l a b l e . I have t h e number up t o J u l y 1 , '89. Of 

'86, w e l l , b e f o r e - - n o , I d o n ' t have t h a t number i n 

hand, no, s i r . 

Q. Do you have t h e numbers sho w i n g t h e c u r r e n t 

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

at t h e p r e s e n t t i m e ? 

A. Yes, I have t h o s e , I t h i n k . 

Q. Are t h o s e i n such a f o r m t h a t t h e y c o u l d be 

pu t i n t o t h e r e c o r d ? 

A. Read i n t o t h e r e c o r d ? I f I can f i n d them. 

I have a h a n d w r i t t e n n o t e h e r e somewhere. Here t h e y 

a r e . W e l l , t h e s e a r e p r o d u c t i o n s as o f J u l y 1 , 1989. 

T h a t ' s what I have r e a d i l y a v a i l a b l e . 

Q. How are t h e numbers s t a t e d ? 
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A. T h e y ' r e i n MCF per day. 

Q. Could you qo ahead and j u s t r u n t h r o u g h 

t h o s e q u i c k l y ? And p e r h a p s , j u s t t o make i t e a s i e r , 

we c o u l d use E x h i b i t No. 2, w h i c h seems t o be t h e 

o r d e r o f t h e w e l l s . Would t h a t work? 

A. Yes, t h i s i . s i n t h e same o r d e r , y e s , s i r . 

We w o u l d have e s t i m a t e d - - a n d t h i s i s , I t h i n k , a v e r a g e 

June p r o d u c t i o n - - 3 , 1 2 8 MCF per day. 

MR. PEARCE: I'm s o r r y . L e t ' s be more 

s p e c i f i c . On t h e Enron 3 4 - 1 . 

A. On t h e 3 4 - 1 , 3,128 MCF per day. 

We have an e s t i m a t e d number f o r t h e Cox 

4-2, t h e second w e l l , of 233. The w e l l — i t ' s n o t 

c l e a r . The w e l l i s o f f p r o d u c t i o n . I t was o f f 

p r o d u c t i o n f o r t h a t month. I t s a c t u a l r e p o r t e d number 

was z e r o , I b e l i e v e , i f you want t o f o o t n o t e t h a t . 

The t h i r d w e l l down, t h e Diamond 5-3, 1,268 

MCF per day. 

The n e x t w e l l down, 32 S t a t e No. 3, 506 MCF 

per day. 

The Madera 3 3-3, 832 MCF per day. 

The Madera 2 8-2, 1,035 MCF p e r day. 

Page 3-2, 772 MCF per day. 

Madera 33-4, 700 MCF per day. 

And the l a s t w e l l , the P i t c h f o r k 4-2, 1,415 
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MCF per day. 

Q. And where d i d you g e t t h i s i n f o r m a t i o n ? 

A. P u b l i c r e c o r d s . 

Q. I b e l i e v e , i f I u n d e r s t o o d y o u r t e s t i m o n y , 

you s t a t e d t h a t a l l o f t h e w e l l s were a b l e t o p r o d u c e 

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

g i v e n t i m e . There was no i n a b i l i t y t o g e t t o t h e 

market a t t h e g o i n g p r i c e on any g i v e n day, i s t h a t 

c o r r e c t ? 

A. T h a t ' s my u n d e r s t a n d i n g . 

Q. How wou l d you a n t i c i p a t e we s e t t h e t o t a l 

p o o l a l l o w a b l e i f t h i s p o o l were p r o r a t e d ? What 

number wo u l d t h a t be? Have you g o t a f e e l f o r t h a t 

number ? 

A. W e l l , i t w o u l d be s o m e t h i n g t h a t w o u l d come 

o f f o f E x h i b i t 15, p r o b a b l y , w h i c h w o u l d be on t h e 

o r d e r of 5,000 MCF per day, y e s . 

Q. L e t ' s t a k e E x h i b i t 15 as yo u r r e f e r e n c e 

p o i n t , b e i n g a p o i n t i n t i m e , r e c o g n i z i n g t h a t t h e 

a l l o w a b l e v a r i e s f r o m m o n t h - t o - m o n t h based on t h e 

f a c t o r s t h a t w o u l d go i n t o t h e s y s t e m . How would you 

a r r i v e a t t h a t number a t t h a t p o i n t i n t i m e ? How d i d 

you p i c k 5,000 w h a t e v e r i t i s ? 

A. T h a t ' s o n e - n i n t h o f t h e a v e r a g e 

d e l i v e r a b i l i t y f o r t h e year 1990. 
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Q. So what I u n d e r s t a n d y o u ' r e s u g g e s t i n g t h e n 

i s t h a t — 

A. Excuse me. T h a t ' s — w e l l , t h a t i s t h e sum 

of a l l t h e w e l l d e l i v e r a b i l i t i e s d i v i d e d by n i n e t i m e s 

n i n e t h e n . T h a t sounds c o n f u s i n g . 

Q. I t does sound c o n f u s i n g , y e s . 

A. L e t me t r y s o m e t h i n g e l s e . The t o t a l p o o l 

would have been 5,000 MCF a day. 

Q. T h a t ' s based upon t h e a b i l i t y o f t h o s e 

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

A. Yes. 

Q. And t h e n what you w o u l d s u g g e s t d o i n g t h e n 

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

based upon a s u r f a c e a c r e a g e , a o n e - n i n t h c a l c u l a t i o n , 

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

A. Yes. Each w e l l w o u l d have o n e - n i n t h o f 

5,000, y e s . And t h a t ' s an a v e r a g e . 

Q. And t h e n , i n f a c t , w o u l d t h a t n o t - - a n d t h e n 

what you wo u l d do, you wou l d f i n d t h a t some o f t h o s e 

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

w o uld you n o t ? 

A. At some p o i n t i n t h e year p e r h a p s t h a t ' s 

t r u e , y e s . 

Q. And i f t h e w e l l s w h i c h were c a p a b l e o f 

p r o d u c i n g i n excess of t h e i r a l l o w a b l e o n l y p r o d u c e d 
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t h e a l l o w a b l e , you wou l d a c t u a l l y g e t d e l i v e r i e s i n t o 

t h e m a r k e t o f l e s s t h a n demand, assuming t h a t t h e 

market w i l l a b s o r b a l l o f t h e gas t h a t c o u l d be 

p r o d u c e d f r o m t h e r e s e r v o i r ? 

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

Q. Why would we want t o do t h a t ? 

A. To g e t more gas u l t i m a t e l y f r o m t h e 

r e s e r v o i r . 

Q. So you are s u g g e s t i n g t h a t t h e s o l e p u r p o s e 

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

t h e s t a t u t e , t o p r e v e n t waste by i n c r e a s i n g t h e 

u l t i m a t e r e c o v e r y o f gas f r o m t h e p o o l ? 

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

Q. I guess I'm n o t s u r e I u n d e r s t a n d t h e cause 

and e f f e c t r e l a t i o n s h i p . You've shown us some 

e x h i b i t s t h a t say i f t h e p o o l i s p r o r a t e d t h e r e w i l l 

be an a d d i t i o n a l r e c o v e r y o f 300 , 0 0 0 - s o m e t h i n g , i s 

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

A. 355 mi 11 ior. , y e s . 

Q. 355 m i l l i o n c u b i c f e e t o f gas. I'm n o t 

s u r e I u n d e r s t a n d t h e c a u s a l c o n n e c t i o n between 

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

A. I t causes t h e d i s t r i b u t i o n i n t h e r e s e r v o i r 

p r e s s u r e t o be more even, t h e d i s t r i b u t i o n o f 

r e s e r v o i r p r e s s u r e t o be more even. 
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Q. What wo u l d t h e a l l o w a b l e f o r t h e 34-1 be, 

at t h a t p o i n t i n t i m e we're t a l k i n g a b o u t ? What w o u l d 

t h e a l l o w a b l e f o r t h a t w e l l be? 

A. 560 MCF a day. 

Q. As opposed t o i t s c a p a c i t y o f 3,100? 

A. Yes . 

Q. C u r r e n t c a p a c i t y o f 3,100? 

A . Yes . 

Q. So w h i l e i t : c o u l d o v e r p r o d u c e , i t w o u l d 

q u i c k l y r e a c h t h e s i x t i m e s o v e r p r o d u c e d l i m i t ? I s 

t h a t you r assumpt i on ? 

A. I w o u l d assume. 

0. I s t h e r e any r e s t r i c t i o n on p i p e l i n e 

capa c i t y and g e t t i n g gas o u t ? I'm assuming t h e r e i s 

not , s i n ce you've s a i d each w e l l can p r o d u c e i n t o t h e 

m a r k e t . 

A. We have assumed t h e r e ' s n o t . 

MR. STOVALL: I have no f u r t h e r q u e s t i o n s . 

MR. PEARCE: Mr. Examin e r , I'm a l i t t l e 

h e s i t a n t I have some1 i n f o r m a t i o n on t h e P a r k e r 

i n t e r e s t i n each w e l l i n w h i c h P a r k e r has an 

i n t e r e s t I d o n ' t t h i n k between P a r k e r , Enron and 

Samedan t h e r e ' s a d i s p u t e a b o u t t h a t , and s u b j e c t t o 

v e r i f i c a t i o n a f t e r t h e h e a r i n g I'm happy t o t e l l you 

what my r e c o r d s r e f l e c t t h a t i n t e r e s t w o u l d be, i f i t 
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wo u l d h e l p you i n your a n a l y s i s o f t h 

MR. CARR: I a l s o have a w 

g i v e t h e p e r c e n t a g e s and w i l l do t h a t 

t h e r e ' s no d i s p u t e as t o t h o s e . 

HEARING EXAMINER: The rea 

q u e s t i o n , I was j u s t a l i t t l e b i t con 

P a r k e r ' s i n t e r e s t was., 

MR. PEARCE:: P a r k e r does, 

w o r k i n g i n t e r e s t i n seven o f t h e w e l l 

S i x , I'm i n f o r m e d . 

MR. STOVALL: Mr. P e a r c e , 

b r o a c h e d t h e s u b j e c t and you may w i s h 

w i t n e s s , b u t does th a t ; i n c l u d e t h e 34 

MR. PEARCE: No. 

HEARING EXAMINER: Nor t h e 

M e r i d i a n 4-2, i s t h a t c o r r e c t ? 

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

HEARING EXAMINER: Are t h e r e any o t h e r 

q u e s t i o n s o f t h i s w i t n e s s a t t h i s t i m e ? I f n o t , Mr. 

Au s b u r n , you may be ex c u s e d . L e t ' s t a k e a l i t t l e 

b r e a k , about 10, 15 m i n u t e s . 

( T h e r e u p o n , a r e c e s s was t a k e n . ) 

HEARING EXAMINER: T h i s h e a r i n g w i l l come 

t o o r d e r . Mr. C a r r ? 

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

CUMBRE COURT REPORTING 
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, and I agree 

son I asked t h a t 

f u s e d as t o what 

i n f a c t , have a 

s, Mr. Examiner. 

as l o n g as you've 

t o d e f e r t o t h e 

-1 ? 

Cox 4-2, nor t h e 
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t h i s t i m e w e ' l l c a l l Gary L. Thomas as a w i t n e s s . 

GARY L. THOMAS 

C a l l e d as a w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t 

d u l y sworn upon h i s o a t h , t e s t i f i e d as f o l l o w s : 

EXAMI NATION 

BY MR. CARR: 

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

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

A. Gary L. Thomas. 

Q. Mr. Thomas, where do you r e s i d e ? 

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

Q. By whom are you employed and i n what 

c a p a c i t y ? 

A. I'm employed by Enron O i l & Gas Company, 

I'm v i c e - p r e s i d e n t and; a e n e r a l manager o f t h e M i d l a n d 

D i v i s i o n . 

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

New Mexico O i l C o n s e r v a t i o n D i v i s i o n ? 

A . No , s i r . 

Q. Would you r e v i e w y o u r e d u c a t i o n a l 

b a c k g r o u n d and t h e n b r i e f l y summarize y o u r work 

e x p e r i e n c e ? 

A. I g r a d u a t e d f r o m t h e U n i v e r s i t y o f Texas 

w i t h a B.S. i n p e t r o l e u m e n g i n e e r i n g i n 1972; a l s o 

o b t a i n e d a m a s t e r ' s o f e n g i n e e r i n g management f r o m t h e 

CUMBRE COURT REPORTING 
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U n i v e r s i t y o f T u l s a i n 1983; and have 17 y e a r s o i l and 

gas e x p e r i e n c e w i t h Major O i l Company, Union O i l 

Company o f C a l i f o r n i a , . Apache, and a l s o Enron O i l & 

Gas Company. 

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

i n t h i s case on b e h a l f o f P a r k e r D r i l l i n g Company? 

A. Yes, s i r . 

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

Enron and P a r k e r and t h e w e l l s t h a t were d r i l l e d 

p u r s u a n t t o t h a t c o n t r a c t i n t h e P i t c h f o r k Ranch-Atoka 

Gas P o o l ? 

A. Yes, I am. 

Q. What i s Enron's p u r p o s e i n a p p e a r i n g h e r e 

i n t h i s case? 

A. I n o p p o s i t i o n t o p r o r a t i o n i n g f o r t h e 

P i t c h f o r k Ranch-Atoka P o o l . 

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

Enron E x h i b i t No. 1 , p l e a s e , and r e v i e w i t f o r t h e 

Examiner ? 

A. Yes. T h i s i s a d r i l l i n g agreement between 

E n r o n , f o r m e r l y HNG, and P a r k e r D r i l l i n g Company. I t 

p r o v i d e d f o r P a r k e r t o d r i l l 22 w e l l s on Enron O i l & 

Gas Company l e a s e h o l d i n Eddy and Lea C o u n t i e s , New 

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

t i t l e c o s t s . 

CUMBRE COURT REPORTING 
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Q. And a t what r a t e s was P a r k e r t o be 

compensated f o r t h i s d r i l l i n g work? 

A. P a r k e r ' s day work c o n t r a c t was t o be $5,800 

a day, a t l e a s t , i n o r d e r t o d e b i t t h e pay out 

a c c o u n t . 

Q. What was t h e g o i n g day work r a t e a t t h a t 

t i m e ? 

A. The c o m p e t i t i v e day work r a t e was $4,300 

per day, w h i c h was ch a r g e d t o t h e nonagreement 

p a r t i e s . 

Q. How were t h e y compensated f o r m a t e r i a l s and 

s e r v i c e s p r o v i d e d ? 

A. M a t e r i a l s and s e r v i c e s were c h a r g e d t o t h e 

p a y o u t a c c o u n t a t 120 p e r c e n t , or 20 p e r c e n t 

s u r c h a r g e . 

Q. I s i n t e r e s t due on t h e u n p a i d b a l a n c e i n 

t h a t p a y o u t a c c o u n t ? 

A. Yes. I n t e r e s t was c h a r g e d a t a r a t e o f two 

p e r c e n t p er annum over and above t h e Texas A l l i e d Bank 

per annum r a t e s . 

Q. And how was t h i s p a y o u t c o u n t t o be 

s a t i s f i e d ? How was i t t o be p a i d ? 

A. E n r o n , a t t i m e o f c o m p l e t i o n o f each w e l l , 

was t o a s s i g n t o P a r k e r a l i m i t e d a s s i g n m e n t o f o i l 

and gas l e a s e s , 85 p e r c e n t o f Enron's m i n e r a l and 
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w o r k i n g i n t e r e s t . 

Q. Were t h e s e i n t e r e s t s a c t u a l l y a s s i g n e d t o 

P a r k e r ? 

A. Yes . 

Q. Was i t cone on a w e l l - b y - w e l l b a s i s ? 

A. Yes. 

Q. As a r e s u l t o f t h a t , does P a r k e r own a 

w o r k i n g i n t e r e s t i n s i x w e l l s i n t h i s p o o l ? 

A . They do. 

Q. Do t h e y own an i n t e r e s t i n t h e 34-1 w e l l ? 

A . No, s i r . 

Q. Has p a y c u t o f t h e p a y o u t a c c o u n t o c c u r r e d 

at t h i s t i m e ? 

A. No, p a y c u t has n o t o c c u r r e d . 

Q. Do you a n t i c i p a t e a p a y o u t d a t e ? 

A. We do no t e x p e c t t h a t t h e e n t i r e p r o g r a m o f 

11 w e l l s , as i t i s c u r r e n t l y , w i l l pay o u t . 

Q. And t h e r e were o n l y 11 w e l l s d r i l l e d under 

t h e p r o g r a m , n o t 22? 

A. There were, a t one p o i n t , 13 w e l l s , and now 

t h e r e ' s 11 w e l l s i n t h e p a y o u t a c c o u n t . 

Q. How many w e l l s were d r i l l e d p u r s u a n t t o 

t h i s agreement i n t h i s p o o l , t h e P i t c h f o r k Ranch-Atoka 

Gas P o o l ? 

A. There were s i x w e l l s d r i l l e d and c o m p l e t e d 

CUMBRE COURT REPORTING 
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i n the P i t c h f o r k - A t ok a Pool. 

Q. I f you look at j u s t these s i x w e l l s , would 

they pay out a l l the costs a s s o c i a t e d w i t h the 

development of t h i s pool? 

A. Yes, s i r . 

Q. How were the w e l l s t h a t were d r i l l e d 

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

A. Enron d e s i g n a t e d the l o c a t i o n s and p r o v i d e d 

t o Parker D r i l l i n g i n co m p l e t i o n programs and 

a u t h o r i t y f o r e x p e n d i t u r e s or AFEs. 

Q. Did you supply t h i s j u s t t o Parker or t o 

anyone else? 

A. I t was s u p p l i e d t o Parker and then a l s o t o 

Ed Cobb, a pet r o l e u m e n g i n e e r i n g c o n s u l t a n t i n T u l s a . 

Q. Was he employed by Parker? 

A . Yes. 

0. Did Parker ever express t o you any concern 

about any of the proposed w e l l l o c a t i o n s ? 

A. No, not t o my knowledge. 

Q. Are you an a p p r o p r i a t e person t o whom t h i s 

concern would have been addressed? 

A. Yes, I should have been aware. 

Q. Could you i d e n t i f y f o r us what i s marked as 

Enron E x h i b i t No. 2? 

A. Yes. This i s a l i s t of a l l of the w e l l s 
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t h a t were i n c l u d e d i n the Enron-Parker d r i l l i n g 

program at some poi.nt. 

Q. And f r o m t h i s l i s t you can t e l l w h i c h were 

i n t h e P i t c h f o r k Ranch and whi ch were i n t h e o t h e r 

p o o l s ? 

A. Yes, f r o m t h e f i e l d d e s i g n a t i o n on t h e 

l i s t , i t i n d i c a t e s t h a t s i x ar e c o m p l e t e d i n t h e 

P i t c h f o r k Ranch-Atoka P o o l . 

Q. Could you i d e n t i f y now what i s marked as 

Enron Exh i b i t No. 3? 

A. Yes, s i r , t h i s i s a l e t t e r d a t e d J u l y 2 1 , 

1986, t h e same d a t e as t h e d r i l l i n g a g r e e m e n t , t h a t 

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

t h e t o p o f E x h i b i t 2, w h i c h we re c o m p l e t e d p r i o r t o 

t h e d a t e o f t h i s d r i l ] . i n g agre ement. 

Q. So t h e y were added t o t h e d r i l l i n g 

ag r eement 

A. Yes , s i r . 

Q. Would you t h e n go t o E x h i b i t No. 4 ? 

A. Yes. T h i s i s a l e t t e r d a t e d September 9, 

1987, whe re b y t h e s e two w e l l s were e x c l u d e d f r o m t h e 

d r i l l i n g a g r eement. 

Q. And when t h e s e were e x c l u d e d , t h a t r e d u c e d 

t h e numbe r o f w e l l s under t h e package f r o m 13 t o 1 1 ; 

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

CUMBRE COURT REPORTING 
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A. That's c o r r e c t . 

Q. Did you ever r e c e i v e any c o m p l a i n t s from 

Parker about the methods employed by Enron o p e r a t i n g 

any of the w e l l s t h a t you operate i n the P i t c h f o r k 

Ranch-Atoka Gas Pool? 

A. I'm aware of no c o m p l a i n t s . 

Q. I f we look at t h i s o r i g i n a l d r i l l i n g 

agreement, i s t h e r e a n y t h i n g i n the agreement t h a t 

guaranteed u l t i m a t e l y f u l l payout t o any p a r t y ? 

A. No, s i r . I t was non-recourse f i n a n c i n g . 

I t can be no t e d , I b e l i e v e on page 10 here, paragraph 

5.9(B), t h a t notes the Parker f u r t h e r agrees t h a t the 

sole c o n s i d e r a t i o n r e c e i v e d by Parker f o r a l l such 

c o s t s , c r e d i t s and c o n t r a c t u a l amounts s h a l l be the 

above-described l i m i t e d assignments of o i l and gas 

leases t o be assigned by HNG, now Enron, t o Parker. 

And t h a t l i m i t e d assignment i s the 85 per c e n t 

assignment of Enron's i n t e r e s t . 

Q. We're t a l k i n g about E x h i b i t 5 being the 

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

A. E x h i b i t 5 i s the a s s i g n m e n t - - t h i s i s copies 

of assignments of these two w e l l s from Parker back t o 

Enron a f t e r they were excluded from the program, 

saying they were not ooing t o f a c i l i t a t e payout of the 

d r i l l i n g agreement or payout program. 
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Q. At t h i s p o i n t i n t i m e , i f gas p r i c e s stay-

where t h e y a r e , do you a n t i c i p a t e a pay out o f t h e 

pa y o u t a c c o u n t under t h i s d r i l l i n g p rogram? 

A. No, s i r . 

Q. I f w e l l s w o u l d be a s s i g n e d b a c k , w o u l d t h e y 

a l l be a s s i g n e d back a t one t i m e ? 

A. Yes, i f t h e p r o g r a m were t o pay o u t , a l l 

i n t e r e s t p r e v i o u s l y a s s i g n e d t o P a r k e r would be a 

r e a s s i g n e d t o Enron O i l & Gas Company. 

Q. Were E x h i b i t s 1 t h r o u g h 5 c o m p i l e d under 

your d i r e c t i o n and s u p e r v i s i o n f r o m t h e r e c o r d s o f 

Enron O i l & Gas Company? 

A. Yes, s i r . 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , I 

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

MR. STOVALL: Mr. Exa m i n e r , b e f o r e we a d m i t 

t h o s e , I would l i k e t o i d e n t i f y what appears t o be a 

p r o b l e m w i t h our c o p i e s o f t h e e x h i b i t s . My E x h i b i t 

No. 1 appears t o be m i s s i n g pages 11 and 12 and y o u r s 

appears t o be m i s s i n g pages 13 and 14. 

THE WITNESS: Mine i s c o m p l e t e . 

MR. CARR: W e ' l l make a d d i t i o n a l c o p i e s o f 

1 1 , 12, 13 and 14 and p r o v i d e t h o s e t o a l l p a r t i e s and 

th e Commission. 

HEARING EXAMINER: Are t h e r e any 

CUMBRE COURT REPORTING 
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o b j e c t i o n s ? 

MR. PEARCE:: No o b j e c t i o n . 

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

t h e i r e n t i r e t y w i l l be a d m i t t e d i n t o e v i d e n c e . 

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

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

HEARING EXAMINER: Thank you Mr. C a r r . Mr 

P e a r c e , your w i t n e s s . 

EXAMINATI ON 

BY MR. PEARCE: 

Q. Mr . Thomas, j u s t v e r y b r i e f l y . I want t o 

u n d e r s t a n d f you r E x h i b i t 5 i s t h e a s s i g n m e n t s back 

f r o m Parke r t o , was i t Enron a t t h a t t i m e ? 

A. Yes, i t was Enron a t t h a t t i m e . 

Q. The r e a r e , i n f a c t , a s s i g n m e n t s w h i c h a r e 

b i n d i n g an d w h i ch have been r e c o r d e d , a s s i g n i n g t h e 

i n t e r e s t s i n e a ch o f t h e s i x w e l l s f r o m HNG, or Enron 

t o P a r k e r ? 

A. Yes , s i r . An example o f t h a t l i m i t e d 

as s i gnment of o i l and gas l e a s e i s i n E x h i b i t 1 . 

Q. Are y o u , Mr. Thomas, t h e w i t n e s s who was 

men t i one d ea r 1 i er who c o u l d t e l l us what 

p e r c e n t a g e — do you have t h a t i n f o r m a t i o n a v a i l a b l e t o 

yo u , t h e p e r c e n t a g e h e l d by P a r k e r i n each o f t h e s i x 

w e l l s i n q u e s t i o n ? 
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A. Yes, s i r . 

Q. Cou l d you read t h o s e t o us and i d e n t i f y 

w h e t h e r i t ' s n e t or g r o s s i n t e r e s t , or what k i n d o f 

i n t e r e s t i t i s ? 

A. Okay. T h i s i s t h e w o r k i n g i n t e r e s t . I ' v e 

rounded i t o f f t o two p l a c e s . P a r k e r has a 2 9 - p e r c e n t 

w o r k i n g i n t e r e s t i n t h e Page 3 No. 2; a 6 6 - p e r c e n t 

w o r k i n g i n t e r e s t i n t h e Diamond 5-3; a 5 5 - p e r c e n t 

w o r k i n g i n t e r e s t i n t h e Madera 32 No. 3; 35 p e r c e n t i n 

th e Madera 28 No. 2, and a 5 0 - p e r c e n t w o r k i n g i n t e r e s t 

i n t h e Madera 33 No. 4; 4 3 - p e r c e n t w o r k i n g i n t e r e s t i n 

t h e Madera 33 No. 3. 

MR. PEARCE: Thank y o u , s i r . I have 

n o t h i n g f u r t h e r o f t h i s w i t n e s s , Mr. Examin e r . 

HEARING EXAMINER: Ms. C a l l a h a n , do you 

have any q u e s t i o n s o f t h i s w i t n e s s ? 

MS. CALLAHAN: No, I d o n ' t . 

HEARING EXAMINER: I f n o t , you may be 

excused 

Hoyle 

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

ANDREW N. HOYLE 

C a l l e d as a w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t 

d u l y sworn upon h i s o a t h , t e s t i f i e d as f o l l o w s : 
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EXAMINATION 

BY MR. CARR: 

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

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

A. My name i s Andrew N. H o y l e . 

Q. Mr. H o y l e , where do you r e s i d e ? 

A. I r e s i d e i n S p r i n g , i t ' s a su b u r b o f 

Hou s t o n , Texas. 

Q. By whom are you employed? 

A. I'm employed by Enron O i l & Gas Company. 

Q. What p o s i t i o n do you h o l d w i t h Enron? 

A. My p o s i t i o n i s v i c e - p r e s i d e n t o f m a r k e t i n g 

f o r Enron O i l & Gas. 

Q. How l o n g have you been i n t h i s p o s i t i o n ? 

A. Next month i t w i l l be two y e a r s . 

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

D i v i s i o n ? 

A. No, s i r , I have n o t . 

Q. Would you r e v i e w y o u r e d u c a t i o n a l 

b a c k g r o u n d and b r i e f l y summarize y o u r work e x p e r i e n c e . 

A. Yes, s i r . I r e c e i v e d a b a c h e l o r o f s c i e n c e 

degree i n c h e m i c a l e n g i n e e r i n g f r o m Texas Tech 

U n i v e r s i t y i n 1973; upon g r a d u a t i o n I went t o work f o r 

Exxon as a r e s e r v o i r e n g i n e e r . I h e l d r e s e r v o i r 

e n g i n e e r i n g and gas p r o c e s s e n g i n e e r i n g p o s i t i o n s w i t h 

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 

90 

Exxon, as w e l l as Texas O i l & Gas. 

MR. STOVALL: Can we s t o p f o r j u s t a 

s e c o n d ? 

( D i s c u s s i o n o f f t h e r e c o r d . ) 

MR. STOVALL: T h i s h e a r i n g w i l l a d j o u r n 

u n t i l 1:15 p.m. 

(Thereupon ,. t h e noon r e c e s s was t a k e n . ) 

HEARING EXAMINER: The h e a r i n g w i l l come t o 

o r d e r . Mr. C a r r , I ' l l l e t you s t a r t a l l over a g a i n 

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

EXAMINATION RESUMED 

BY MR. CARR: 

Q. A l l r i g h t . W e ' l l j u s t s t a r t a t t h e 

b e g i n n i n g a g a i n . Mr. H o y l e , would you s t a t e y o u r f u l l 

name f o r t h e r e c o r d , p l e a s e . 

A. Yes. My name i s Andrew N. H o y l e . 

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

A. I r e s i d e i n S p r i n g , a su b u r b o f H o u s t o n , 

Texas. 

0. Sounds like? we've p r a c t i c e d t h i s . Mr. 

H o y l e , by whom are you employed and i n what c a p a c i t y ? 

A. I'm employed by Enron O i l & Gas Company as 

v i c e - p r e s i d e n t of m a r k e t i n g . 

Q. How l o n g have you h e l d t h a t p o s i t i o n w i t h 

Enron? 
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A. I t w i l l be two y e a r s t h i s J a n u a r y . 

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

D i v i s i o n ? 

A. No, s i r , I have n o t . 

Q. Would you b r i e f l y summarize your 

e d u c a t i o n a l b a c k g r o u n d and t h e n r e v i e w y o u r work 

e x p e r i e n c e . 

A. I r e c e i v e d a b a c h e l o r o f s c i e n c e d e g r e e i n 

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

19 73; a f t e r g r a d u a t i o n I went t o work f o r Exxon as a 

r e s e r v o i r e n g i n e e r . A f t e r t h a t i n i t i a l a s s i g n m e n t I 

had o t h e r r e s e r v o i r e n g i n e e r i n g and gas p r o c e s s 

e n g i n e e r i n g a s s i g n m e n t s n o t o n l y w i t h Exxon b u t w i t h 

Texas O i l & Gas and P e r r y Gas Companies. 

I j o i n e d Houston P i p e l i n e i n June o f 1985. 

Houston P i p e l i n e i s a s u b s i d i a r y o f Enron Corp. And 

a f t e r w o r k i n g t h e r e I came t o work f o r Enron O i l & Gas 

or was a s s i g n e d t o Enron O i l & Gas i n J a n u a r y 1988. 

Q. I s t h e P i t c h f o r k Ranch-Atoka Gas P o o l 

w i t h i n your g e o g r a p h i c area o f r e s p o n s i b i l i t y ? 

A. Yes, s i r , i.t i s . I'm r e s p o n s i b l e f o r a l l 

t h e gas m a r k e t i n g a c t i v i t i e s o f Enron O i l & Gas 

C omp any. 

Q. And what does your j o b e n t a i l ? What a re 

your d u t i e s ? 
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A. Our j o b i n v o l v e s i d e n t i f y i n g a gas 

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

r e q u i r e d agreements t o e f f e c t t h a t s a l e . 

MR. CARR: We wo u l d t e n d e r Mr. Hoyle as an 

e x p e r t w i t n e s s i n t h e ar e a o f gas m a r k e t i n g . 

MR. PEARCE: No o b j e c t i o n . 

HEARING EXAMINER: Mr. Hoyle i s so 

q u a l i f i e d . 

Q. Mr. H o y l e , t o whom i s gas f r o m t h e 

P i t c h f o r k Ranch-Atoka Gas P o o l s o l d ? 

A. The gas i s p r i m a r i l y d e d i c a t e d t o 

T r a n s w e s t e r n P i p e l i n e , b u t we can s e l l some volumes t o 

t h i r d p a r t i e s or other 1 p u r c h a s e r s i n t h e a r e a . 

T r a n s w e s t e r n 1 s p i p e l i n e s a r e c o n n e c t e d t o our w e l l s 

b u t , you know, i t ' s our r e s p o n s i b l e t o g e t t h i s gas t o 

not o n l y T r a n s w e s t e r n b u t t o t h e o t h e r p u r c h a s e r s , you 

know, v i a T r a n s w e s t e r n . 

Q. What i s the: c u r r e n t s t a t u s o f t h e ma r k e t 

f o r gas f r o m t h i s p a r t i c u l a r p o o l ? 

A. We c u r r e n t ! y have a mar k e t t h a t does exceed 

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

F i e l d . Our market i s v e r y c o n s t a n t . I t ' s p r e t t y much 

a y e a r - r o u n d demand, n o n s e a s o n a l t y p e r e s t r i c t i o n s 

d o n ' t appear h e r e i n t h i s a r e a . 

Q. Do you have an o p i n i o n as t o what t h e 
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m arket w i l l tie f o r gas f r o m t h i s p o o l i n t h e f u t u r e ? 

A. Yes. W e l l be a b l e t o c o n t i n u e t o p r o d u c e 

a l l t h e gases a v a i l a b l e a t t h e P i t c h f o r k Ranch F i e l d . 

T h i s gas ends up g o i n g t o t h e S o u t h e r n C a l i f o r n i a 

m arket a r e a , w h i c h i s one o f t h e l a r g e s t g as-consuming 

areas i n t h i s : country., 

Q. What a re you d o i n g now c u r r e n t l y t o keep 

t h e p r o d u c t i o n up f r o m t h i s p o o l ? 

A. We a r e c u r r e n t l y w o r k i n g w i t h T r a n s w e s t e r n 

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

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

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

and t o do t h e s e sales., 

Q. What wo u l d happen i f t h i s p o o l i s p r o r a t e d 

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

on a t e m p o r a r y b a s i s ? 

A. W e l l , s i m p l y what w i l l happen i s t h a t t h e 

p u r c h a s e r s w i l l seek gas s u p p l i e s f r o m o t h e r a r e a s , 

namely West Texas, t h e Texas Panhandle and Western 

Ok 1 ahoma . 

0. Do you have a n y t h i n g f u r t h e r t o add t o your 

t e s t i m o n y ? 

A. No, s i r , I do n o t . 

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

d i r e c t e x a m i n a t i o n o f t h i s w i t n e s s . 
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HEARING EXAMINER: Thank y o u , M r . C a r r . 

M r . P e a r c e ? 

MR. PEARCE: Thank y o u , Mr. Examiner. 

EXAMINATION 

BY MR. PEARCE: 

Q. Mr. H o y l e , l e t me go back and I may be 

g o i n g over s o m e t h i n g b u t I want t o u n d e r s t a n d i t . Who 

pu r c h a s e s t h e gas f r o m t h i s p o o l ? 

A. We s e l l gas t o T r a n s w e s t e r n P i p e l i n e 

Company as w e l l as o t h e r p u r c h a s e r s . 

Q. T r a n s w e s t e r n i s an a f f i l i a t e o f E n r o n , i s 

i t : n o t ? 

A. Yes, s i r , i t i s . 

Q. We h e a r d t e s t i m o n y e a r l i e r t h a t P a r k e r , a t 

l e a s t , i s an i n t e r e s t owner b u t does n o t own i n t e r e s t 

i n a l l w e l l s i n t h e p o o l . Are a l l o f t h e w e l l s i n t h e 

p o o l s o l d under t h e same c o n t r a c t u a l a r r a n g e m e n t , a l l 

of t h e w e l l s t h a t Enron o p e r a t e s ? I s a l l t h a t gas 

s o l d under t h e same c o n t r a c t u a l a r r a n g e m e n t ? 

A. The same c o n t r a c t u a l a r r a n g e m e n t s t h a t 

Enron has e n t e r e d i n t o , y e s , s i r , t h a t ' s c o r r e c t . 

Q. So t h a t t h e same agreements t h a t c o v e r t h e 

3 4-1 w e l l , c o v e r t h e o t h e r w e l l s i n w h i c h P a r k e r has 

an i n t e r e s t ? 

A. They c o u l d . I d o n ' t r e c a l l s p e c i f i c a l l y 
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w h i c h w e l l s a r e c o v e r e d by t h e a g r e e m e n t s , b u t 

wh a t e v e r agreement a r r a n g e m e n t we e n t e r i n t o t o s e l l 

t h e gas, i f i t i n v o l v e s P a r k e r ' s i n t e r e s t t h e n i t i s 

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

s a l e . 

Q. And my q u e s t i o n i s , and maybe you 

u n d e r s t o o d t h i s and t r i e d t o get t o i t , does t h e same 

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

P a r k e r does n o t have an i n t e r e s t t h a t c o v e r s t h e w e l l s 

i n w h i c h P a r k e r does have an i n t e r e s t ? 

A. Not n e c e s s a r i l y . I t c o u l d , b u t I d o n ' t 

know o f f h a n d . 

Q. Do you know i f t h e gas i s s o l d a t t h e same 

p r i c e ? 

A. G e n e r a l l y t h e gas out t h e r e i s s o l d a t t h e 

I t a k e i t f r o m t h a t y o u ' r e n o t s u r e ? 

W e l l , i n one month t h e r e was some qas s o l d 

s a me p r I 

Q . 

A . 

at d i f f e 

sp e c i f i c 

Q. 

P i t c hf or 

op e r a t e s 

pe r c en t a 

A . 

What p e r c e n t a g e o f t h e gas f r o m t h e 

I d o n ' t know o f f h a n d because we work w i t h , 
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i t ' s l i k e 27 or 30-some-odd w e l l s i n t h e t o t a l 

P i t c h f o r k Ranch a r e a , and o f f h a n d I do n o t know w h i c h 

w e l l s a r e i n t h e Atoka or t h e o t h e r r e s e r v o i r s t h e r e 

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

Q. And i t i s Enron's r e s p o n s i b i l i t y , under i t s 

agreement w i t h P a r k e r , t o ma r k e t t h e gas f r o m t h e 

w e l l s i n w h i c h P a r k e r has an i n t e r e s t , i s i t n o t ? 

A. That i s my u n d e r s t a n d i n g . 

MR. PEARCE: I d o n ' t t h i n k I have a n y t h i n g 

f u r t h e r . Thank y o u , Mr. Exami n e r . 

HEARING EXAMINER: Mr. C a r r ? 

MR. CARR: N o t h i n g f u r t h e r , Mr. S t o g n e r . 

HEARING EXAMINER: Ms. C a l l a h a n ? 

MS. CALLAHAN: We have n o t h i n g . 

HEARING EXAMINER: Mr. S t o v a l l ? 

MR. STOVALL: I have n o t h i n g . 

HEARING EXAMINER: I f t h e r e ' s no o t h e r 

q u e s t i o n s o f t h i s w i t n e s s , he may be e x c u s e d . 

Mr. C a r r ? 

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

Helms. -

L. W. ( B I L L Y ) HELMS, JR. 

The w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

upon h i s o a t h , was examined and t e s t i f i e d as f o l l o w s : 

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 

97 

EXAMINATION 

BY MR. CARR: 

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

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

A. L. W. Helms, J r . 

Q. Mr. Helms, where do you r e s i d e ? 

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

0. By whom are you employed and i n what 

c a p a c i t y ? 

A. Enron O i l & Gas as a p r o d u c t p r o d u c t i o n 

e n g i n e e r . 

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

New Mexico O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, I hav e. 

Q. At t h a t t i m e were your c r e d e n t i a l s as a 

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

r e c o r d ? 

A. Yes . 

Q. Does your g e o g r a p h i c area o f r e s p o n s i b i l i t y 

w i t h Enron i n c l u d e t h e P i t c h f o r k Ranch-Atoka Gas P o o l 

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

A. Yes. 

Q. Are you f a m i l i a r w i t h t h i s p o o l ? 

A. Yes. 

Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n f i l e d 
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i n t h i s case on b e h a l f o f P a r k e r D r i l l i n g ? 

A. Yes. 

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

a c c e p t a b l e ? 

HEARING EXAMINER: Are t h e r e any 

o b j e c t i o n s ? 

MR. PEARCE: No o b j e c t i o n . 

HEARING EXAMINER: Mr. Helms i s so 

q u a l i f i e d . 

Q. Mr. Helms, w o u l d you i d e n t i f y what has been 

marked as E x h i b i t No. 6 and r e v i e w t h i s f o r t h e 

Examiner, p l e a s e . 

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

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

a l s o shows t h e s p a c i n g u n i t s f o r each w e l l . I m i g h t 

add t h a t each w e l l i s l o c a t e d a t a s t a n d a r d l o c a t i o n 

and each s p a c i n g u n i t i s a s t a n d a r d s p a c i n g u n i t f o r 

each w e l l . 

Q. I f we go t o S e c t i o n 4, i n f a c t t h e r e a r e 

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

S e c t i o n ? 

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

Q. So a l l w e l l s i n t h e p o o l are a t s t a n d a r d 

l o c a t i o n s ? 

A. Th a t i s c o r r e c t . A l s o t o be n o t e d on t h i s 
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p l a t are some numbers w h i c h r e p r e s e n t t h e c a l c u l a t e d 

d e 1 i v e r a b i 1 i t i e s f o r each w e l l a t a t u b i n g p r e s s u r e o f 

300 pounds. 

Q. Why was a 300-pound t u b i n g p r e s s u r e used? 

A. Each w e l l t h a t Enron o p e r a t e s d e l i v e r s i n t o 

about a 900-pound l i n e p r e s s u r e . We have c u r r e n t l y 

p u t c o m p r e s s i o n on each w e l l and are t r y i n g t o a c h i e v e 

a 300-pound t u b i n g p r e s s u r e w i t h t h a t c o m p r e s s i o n . 

Q. Has c o m p r e s s i o n been added t o t h e 34 No. 1 

w e l l ? 

A. Yes, i t has. I t was t h e l a s t w e l l t o go on 

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

Q. Do you know what t h e c u r r e n t s t a t u s o f t h e 

Cox w e l l i s i n t h e n o r t h h a l f o f S e c t i o n 4? 

A. They've e x p e r i e n c e d some m e c h a n i c a l 

p r o b l e m s w i t h t h a t p a r t i c u l a r w e l l , and I b e l i e v e i t ' s 

n o t p r o d u c i n g l a r g e q u a n t i t i e s o f gas. As a m a t t e r of 

f a c t , I t h i n k t h e y ' v e a l r e a d y f i l e d an i n t e n t t o P & A 

t h a t w e l l . 

Q. L e t ' s go t o E x h i b i t 7, and I woul d ask you 

t o i d e n t i f y t h i s f o r Mr. S t o g n e r . 

A. E x h i b i t No. 7 i s a l i s t of each w e l l i n t h e 

f i e l d . I t g i v e s t h e o p e r a t o r , t h e w e l l name, t h e 

l o c a t i o n , t h e p i p e l i n e c o n n e c t i o n and some p e r t i n e n t 

d a t e s w h i c h i n c l u d e s t h e spud d a t e , t h e d a t e t h e t o t a l 

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 

100 

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

f i r s t s a l e s f o r each w e l l . I t l i s t s t h e w e l l s i n 

a l p h a b e t i c a l o r d e r by o p e r a t o r , and t h e n under each 

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

were d r i l l e d . 

Q. The f i r s t w e l l i n t h i s p o o l was t h e 34-1? 

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

Q. F o l l o w i n g t h e d r i l l i n g and c o m p l e t i o n o f 

t h a t w e l l , what was t h e n e x t w e l l d r i l l e d i n t h e a r e a 

by Enron? 

A. The f i r s t w e l l was P i t c h f o r k 34 Fed. Com. 

No. 1 . I t was c o m p l e t e d i n June o f '83. The n e x t 

w e l l t o be d r i l l e d was t h e Moore 34 No. 1 , w h i c h was 

d r i l l e d i n '84, I b e l i e v e , i n June o f '84, I b e l i e v e . 

Q. And t h a t o f f s e t s t h e 34 No. 1 t o t h e e a s t ? 

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

Q. And Enron was t h e o p e r a t o r o f t h a t w e l l ? 

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

Q. What was t h e n e x t w e l l d r i l l e d i n t h e 

r e s e r v o i r ? 

A. The n e x t w e l l was t h e w e l l d r i l l e d by John 

L. Cox. I t was d r i l l e d i n '86. E n r o n , s t i l l u n s u r e 

about t h e e x t e n t of t h e r e s e r v o i r , f a r m e d o u t t h i s 

l o c a t i o n t o John L. Cox i n October o f '85. They 

commenced d r i l l i n g i n J a n u a r y o f '86 and c o m p l e t e d t h e 
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w e l l i n F e b r u a r y . 

Q. Were t h e r e m a i n d e r o f t h e w e l l s t h a t a r e 

o p e r a t e d by Enron d r i l l e d as a p a r t o f t h e d r i l l i n g 

package w i t h P a r k e r D r i l l i n g ? 

A. That i s c o r r e c t . The d r i l l i n g p r o g r a m 

s t a r t e d i n t h e l a t t e r h a l f o f '86 and c o n t i n u e d u n t i l 

August of '87. 

Q. I would l i k e now t o move t o E x h i b i t No. 8, 

and I would ask you t o i d e n t i f y E x h i b i t No. 8 and 

e x p l a i n what i t shows. 

A. E x h i b i t No. 8 i s a g r a p h i c a l r e p r e s e n t a t i o n 

o f t h e p r o d u c t i o n h i s t o r y o f t h e f i e l d . I t c o n s i s t s 

o f a bar gr a p h w h i c h i s c o l o r e d i n orange and b l u e . 

The orange r e p r e s e n t s t h e days each w e l l p r o d u c e d f o r 

t h e month i n a p e r c e n t o f t h e days a v a i l a b l e t o 

p r o d u c e . 

I n o t h e r w o r d s , i f t h e r e were 31 days i n 

t h e month and t h e w e l l p r o d u c e d 31 d a y s , t h e orange 

w o u l d show 100 p e r c e n t on t h e s c a l e t o t h e r i g h t . 

C o n s e q u e n t l y , t h e days s h u t i n i s i n c o n t r a s t t o 

t h a t . 

The g r e e n l i n e shows t h e b a r r e l s o f 

co n d e n s a t e p r o d u c e d f o r t h e month. The r e d l i n e shows 

t h e gas q u a n t i t i e s p r o d u c e d f o r t h e month. The b l u e 

l i n e shows t h e b a r r e l s o f w a t e r p r o d u c e d f o r t h e 
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month. 

The f i r s t page i s a summary f o r t h e 

P i t c h f o r k Ranch-Atoka F i e l d and t h e f o l l o w i n g pages 

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

t h e f i e l d . And you w i l l n o t e t h a t on t h e m a j o r i t y o f 

t h e w e l l s t h e r e has n o t been a p r o b l e m w i t h d e l i v e r i n g 

gas. I t ' s been p r o d u c e d a l m o s t a t c a p a c i t y f o r t h e 

e n t i r e l i f e o f t h e f i e l d . 

Q. I f we go t o t h e t h i r d page o f t h i s e x h i b i t , 

t h a t ' s t h e p l a t f o r t h e John L. Cox w e l l ? 

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

Q. I f we l o o k a t t h e r e c e n t p r o d u c t i o n , i t 

shows t h a t , i n f a c t , i t was s h u t i n most o f t h e t i m e , 

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. Does t h a t a c c o u n t f o r t h e b l u e i n t h e upper 

r i g h t - h a n d c o r n e r on page 1 o f t h i s e x h i b i t ? 

A. Yes. You can see, i n t h e l a t t e r h a l f o f 

1989, t h a t w e l l began e x p e r i e n c i n g m e c h a n i c a l p r o b l e m s 

and i s a c t u a l l y s h u t i n . W i t h n i n e w e l l s i n t h e 

f i e l d , i f one o f t h e w e l l s i s down, t h a t r e p r e s e n t s 

about 10 p e r c e n t o f t h e t o t a l v o l u m e , or t h e t o t a l 

number o f days i t w i l l a c t u a l l y be o f f , and t h a t i s 

d e p i c t e d on page 1 . 

Q. And what does t h i s e x h i b i t t e l l you about 
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t h e p r o d u c t i o n f r o m t h i s p o o l ? 

A. That t h e r e i s a mar k e t a v a i l a b l e f o r t h e 

gas f r o m t h i s p o o l t h a t c e r t a i n l y i s as much as what 

t h e f i e I d w i l l p r o d u c e . 

Q. Go t o t h e l a s t page o f t h a t e x h i b i t . 

T h at • s on t h e M e r i d i a n P i t c h f o r k 4 Fed. Com. No . 2 ? 

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

Q. To whom i s gas f r o m t h i s w e l l s o l d ? 

A. To E l Paso P i p e l i n e . 

Q. What does t h i s t e l l you about t h e 

p r o d u c t i o n f r o m t h e f i e l d ? 

A . That t h e r e a r e two p i p e l i n e c o n n e c t i ons i n 

th e f i e I d , T r a n s w e s t e r n and E l Paso. E l Paso t ak es 

on l y f r om t h i s M e r i d i a n w e l l and t h e i r m a r k e t i s a l s o 

a v e r y good m a r k e t such t h a t t h e y ' r e a b l e t o pr odu c e 

a l l t h e gas t h a t t h a t w e l l w i l l d e l i v e r . 

0. Would you i d e n t i f y E x h i b i t No. 9, p i ease . 

A. E x h i b i t No. 9 i s s i m p l y t h e t a b u l a t i on o f 

t h e n u m e r i c a l d a t a used t o p r e s e n t F i g u r e No. 8 • 

Q. A n y t h i n g e l s e t o s t a y about t h a t ? 

A. No . 

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

E xh i b i t No. 10. 

A. E x h i b i t No. 10 i s a l s o a p r o d u c t i o n 

t a b u l a t i o n or g r a p h i c a l r e p r e s e n t a t i o n o f t h e 
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p r o d u c t i o n . I t shows, i n r e d , the MCF produced f o r 

each month on t h a t p a r t i c u l a r w e l l . The blue l i n e 

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

p a r t i c u l a r month, and the d o t t e d black l i n e i n d i c a t e s 

the p r e v a i l i n g sales l i n e p r e s s u r e f o r t h a t p a r t i c u l a r 

month. 

You can see from the c h a r t t h a t each w e l l 

was produced at a f a i r l y good r a t e and, i n f a c t , i f 

you were t o glance through t h e s e , many of the w e l l s 

were produced at such a r a t e t o a l l o w the t u b i n g 

p r e s sure t o come down t o the l i n e p r e s s u r e f a i r l y 

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

t o c a p a c i t y . Once they reached l i n e p r e s s u r e they 

were not r e s t r i c t e d i n any way. They were m a i n t a i n e d 

at a r a t e t h a t they were capable of p r o d u c i n g . The 

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

was the P i t c h f o r k 34 No. 1. 

Q. I s t h a t the second page i n t h i s e x h i b i t ? 

A. Yes, i t i s . You can see t h a t the t u b i n g 

p r e s s u r e , by s u s t a i n i n g a l a r g e margin over the l i n e 

p r e s s u r e , the w e l l was a c t u a l l y able t o produce more 

gas than t h a t but the r a t e was hel d f a i r l y c o n s t a n t 

f o r a p e r i o d of about f i v e y e a r s , and the w e l l was not 

able t o produce at a l a r g e r r a t e . 

Q. Other than t h i s w e l l , were any of the w e l l s 
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i n t h i s p ool t h a t are operated by Enron r e s t r i c t e d i n 

any way d u r i n g t h i s p e r i o d of time? 

A. No, they were n o t . 

Q. I would l i k e you now t o i d e n t i f y what has 

been marked as Enron E x h i b i t No. 11. 

A. E x h i b i t 11 i s r e s e r v o i r parameters f o r each 

w e l l i n the f i e l d . These l i s t the c o m p l e t i o n date f o r 

each w e l l and these w e l l s are l i s t e d i n c h r o n o l o g i c a l 

order a c c o r d i n g t o t h e i r c o m p l e t i o n d a t e . The 

r e s e r v o i r p r e s s u r e s are l i s t e d where they were 

a v a i l a b l e , along w i t h the p e r m e a b i l i t i e s and the 

c a l c u l a t e d p o r o s i t y f e e t , p o r o s i t y net f e e t of pay f o r 

each w e l l . 

Q. What does t h i s e x h i b i t t e l l you? 

A. This e x h i b i t shows t h a t the p e r m e a b i l i t y 

f o r the P i t c h f o r k 34 No. 1 i s e x c e l l e n t , i t ' s 17 

mi 1 1 i d a r c i e s , but i t i s a l s o i n the same range as 

other w e l l s i n the f i e l d , the Diamond 5 No. 3, i n 

f a c t , has a s l i g h t l y h i gher p e r m e a b i l i t y , but i t has a 

lower p o r o s i t y net f e e t of pay. The w e l l w i t h the 

h i g h e s t p o r o s i t y net f e e t of pay i s the P i t c h f o r k 34 

No. 1, and i t i s , indeed, the best w e l l i n the f i e l d . 

Q. Now, the Diamond 5 w e l l has p e r m e a b i l i t y of 

18.6 mi 1 1 i d a r c i e s , i s t h a t c o r r e c t ? 

A. That's c o r r e c t . 
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Q. How does t h e p r o d u c i n g r a t e f r o m t h e 

Diamond 5 Fed. No. 3 a f f e c t p r e s s u r e over i n t h e 

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

A. The p r e s s u r e over i n t h e w e s t e r n p a r t of 

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

p r e s s u r e s o u n d i n g t h e P i t c h f o r k 34 No. 1 i n t h e 

e a s t e r n p a r t of t h e f i e l d . T h at k i n d o f goes a g a i n s t 

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

t o a c h i e v e more gas t h r o u g h p r o r a t i o n i n g . Because i f 

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

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

abandonment t h a n on t h e e a s t s i d e o f t h e f i e l d . You 

can see c u r r e n t l y , t h e b o t t o m - h o l e p r e s s u r e on t h e 

west s i d e o f t h e f i e l d i s i n d e e d l o w e r t h a n i t i s on 

th e e a s t s i d e o f t h e f i e l d . 

Q. Would you e x p e c t t h a t t o c o n t i n u e even 

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

A. Yes , I w o u l d . 

Q. Has Enron done a n y t h i n g t o f a v o r or b e n e f i t 

t h e P i t c h f o r k 34 F e d e r a l Com. No. 1 t o t h e expense o f 

any o f t h e o f f s e t t i n g w e l l s ? 

A. No, t h e y have n o t . 

Q. Were E x h i b i t s 6 t h r o u g h 11 p r e p a r e d by you 

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

A. Yes . 
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MR. CARR: At t h i s t i m e , Mr. S t o g n e r , I 

wou l d move t h e a d m i s s i o n o f Enron E x h i b i t s 6 t h r o u g h 

11 . 

HEARING EXAMINER: Are t h e r e any 

o b j e c t i o n s ? 

MR. PEARCE: No o b j e c t i o n s . 

HEARING EXAMINER: E x h i b i t s 6 t h r o u g h 11 

w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

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

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

HEARING EXAMINER: Thank y o u , Mr. C a r r . 

Mr. Pearce? 

MR. PEARCE: Thank y o u , Mr. Exami n e r . 

EXAMINATION 

BY MR. PEARCE: 

Q. Mr. Helms, i f you wou l d p l e a s e , l e t ' s t u r n 

t o E x h i b i t 10, t h e second page, t h e g r a p h i c a l 

r e p r e s e n t a t i o n d e a l i n g w i t h t h e 34-1 w e l l . 

A. Yes, s i r . 

Q. I d i d n ' t u n d e r s t a n d y o u r t e s t i m o n y . When 

you were t a l k i n g about t h e d i f f e r e n c e between t h e 

f l o w i n g t u b i n g p r e s s u r e and t h e l i n e p r e s s u r e , were 

you i n d i c a t i n g t h a t Enron had done s o m e t h i n g 

a f f i r m a t i v e l y t o m a i n t a i n t h a t d i f f e r e n c e ? 

A. Yes. We e s s e n t i a l l y p r o d u c e d t h a t w e l l a t 
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a c o n s t a n t r a t e over a p e r i o d o f about f i v e y e a r s . 

The w e l l was c a p a b l e o f p r o d u c i n g more gas d u r i n g t h i s 

p e r i o d o f t i m e . I n o t h e r w o r d s , you c o u l d have p u l l e d 

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

a l o t h i g h e r volume o f gas d u r i n g t h e e a r l y l i f e o f 

t h a t w e l l . I n e f f e c t we d i d n o t . We m a i n t a i n e d t h a t 

w e l l a t a c o n s t a n t r a t e f o r a p e r i o d o f about f i v e 

y e a r s . 

Q. E x p l a i n t o me how you , m e c h a n i c a l l y , how 

d i d you do t h a t ? 

A. J u s t m a i n t a i n e d a c e r t a i n choke s e t t i n g t o 

m a i n t a i n a c o n s t a n t r a t e . 

Q. Do you remember what t h a t choke s e t t i n g 

was? 

A. No. A c t u a l l y t h i s i s a d i a p h r a g m choke. 

I t ' s n o t measured i n 6 4 t h s o f an i n c h . I t m o n i t o r s 

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

a c e r t a i n v o lume. 

Q. Were you i n t h e h e a r i n g room e a r l i e r i n t h e 

day when Mr. Ausburn t e s t i f i e d ? 

A. Yes, I was. 

Q. And have you l o o k e d a t h i s i s o p a c h ? 

A. Yes, I have. 

Q. Are you i n f a i r l y good agreement w i t h t h a t 

i s o p a c h and what i t r e f l e c t s ? 
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A. Yeah, t h e i s o p a c h l o o k s f a i r l y good. I 

w i s h t o no t e t h a t some o f my p o r o s i t y and some o f t h e 

ne t f e e t numbers w i l l v a r y s l i g h t l y f r o m t h e s e . 

L i k e on t h e P i t c h f o r k 34 No. 1 , I b e l i e v e 

he had seven f e e t o f n e t pay, I have e i g h t ; he had 

17.8 p e r c e n t p o r o s i t y , I had 19. A v e r y s l i g h t 

d i f f e r e n c e . 

Q. L o o k i n g a t t h i s E x h i b i t 1 1 , under t h e 

c u r r e n t r e s e r v o i r p r e s s u r e c o l u m n , t h e Madera 32-3 

w e l l ? 

A . Yes , s i r . 

Q. Shows a t 1 7 5 1 . When was t h a t p r e s s u r e 

r e c o r d e d ? 

A. A l l o f t h e s e p r e s s u r e s were o b t a i n e d i n 

Octob e r o f t h i s y e a r . 

Q. And how was t h a t o b t a i n e d ? I s t h a t f r o m 

t h e b o t t o m ? 

A. Yes, we ran a b o t t o m - h o l e p r e s s u r e on t h e 

b o t t o m and s h u t t h e w e l l i n f o r a p e r i o d o f a week t o 

two weeks on each w e l l . 

Q. Have you done a s t u d y t o d e t e r m i n e a 

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

under t h e 320 a c r e s d e d i c a t e d t o t h e 34-1 w e l l ? 

A. No, I have n o t . 

Q. Do you know i f anyone a t Enron has done 
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t h a t ? 

A. I'm s u r e i t was done when t h e w e l l was 

i n i t i a l l y d r i l l e d . 

Q. You do n o t know what t h a t i s ? 

A. No, I have no knowledge o f t h a t . 

Q. Do you have an o p i n i o n or have you done a 

s t u d y t o d e t e r m i n e what t h e r e s e r v e s c u r r e n t l y under 

t h a t 320 a c r e s a r e ? 

A. No. I h a v e n ' t t a k e n t h i s p r e s s u r e and 

c a l c u l a t e d t h e r e s e r v e s under t h a t t r a c t . 

Q. I f I were t o ask you t o d e t e r m i n e t h e 

r e s e r v e s , w i t h t h e i n f o r m a t i o n , do you have t h e 

i n f o r m a t i o n a v a i l a b l e t o you t o make t h a t c a l c u l a t i o n ? 

and how would you do i t i f you were asked t o do so? 

A. Yes, I have t h e i n f o r m a t i o n t o do t h a t . 

Q. A l l r i g h t , how wou l d you do t h a t ? 

A. And I would use t h e s e c u r r e n t p r e s s u r e s t o 

c a l c u l a t e t h e b o t t o m - h o l e p r e s s u r e , t o c a l c u l a t e t h e 

r e s e r v e s under each t r a c t . 

Q. Your column l a b e l e d p o r o s i t y f e e t , h e l p me 

u n d e r s t a n d what t h a t means. 

A. That i s s i m p l y t h e p o r o s i t y m u l t i p l i e d 

t i m e s t h e n e t pay under each w e l l . 

Q. For i n s t a n c e , f o r t h e 34-1 w e l l , by your 

c a l c u l a t i o n , i f you had a r o c k l e s s b a l l o o n , i t w o u l d 
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be 1.52 f e e t t h i c k ? 

A. Uh-huh. 

Q. Under 320 a c r e s ? 

A. R i g h t . 

MR. PEARCE: May I have j u s t a m i n u t e , Mr. 

Examiner ? 

HEARING EXAMINER: S u r e l y . 

MR. PEARCE: Okay. I a p o l o g i z e , Mr. 

Examiner. 

Q. Mr. Helms, l e t ' s l o o k b a c k , p l e a s e , a t your 

E x h i b i t No. 8. The week t o two weeks d u r i n g w h i c h t h e 

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

i n t h e upper r i g h t - h a n d c o r n e r o f each o f t h e s i n g l e 

w e l l g r a p h i c a l d i s p l a y s ? 

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

Q. I am l o o k i n g a t t h e g r a p h o f t h e Page 3 

Com. 2. I'm h a v i n g a l i t t l e t r o u b l e i n t e r p r e t i n g t h e 

c o l o r s . The b o t t o m most l i n e on t h a t g r a p h appears t o 

go t o z e r o . What does t h a t l i n e r e p r e s e n t ? 

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

t h e month. 

Q. And i t w ould appear t h a t i n Augus t ? or — 

A . June or J u l y . 

Q. --June or J u l y , t h e w a t e r p r o d u c t i o n i n t h e 

w e l l went t o z e r o ? 
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A . Yes . 

Q. Was s o m e t h i n g u n u s u a l done t o t h a t w e l l ? 

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

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

h i g h enough t o m a i n t a i n l i q u i d u n l o a d i n g i n each w e l l 

b o r e and you s t a r t e n c o u n t e r i n g a p o i n t where t h e w e l l 

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

w e l l b o r e , and I'm su r e t h a t ' s what t h i s i s s h o w i n g . 

T h a t i s one reason why we s t a r t e d p u t t i n g c o m p r e s s i o n 

on t h e w e l l s . 

Q. I'm l o o k i n g , Mr. Helms, a t E x h i b i t No. 6. 

I would l i k e f o r you t o l o o k a t yo u r copy o f t h a t 

e x h i b i t . E x p l a i n t o me a g a i n t h e numbers t h a t are i n 

b o l d n e x t t o each o f t h e w e l l s ? 

A. Those a r e t h e c a l c u l a t e d d e 1 i v e r a b i 1 i t i e s 

f o r each w e l l a t a t u b i n g p r e s s u r e o f 300 pounds. 

0. And w h i c h o f t h e w e l l s now have c o m p r e s s o r s 

on them? 

A. A l l o f t h e A t o k a w e l l s have c o m p r e s s i o n . 

Q. T h a t ' s one of t h e t h i n g s I d i d n ' t 

u n d e r s t a n d . D u r i n g e a r l i e r t e s t i m o n y about m a r k e t i n g 

gas, I u n d e r s t o o d t h a t t h e r e was a p r o p o s a l t o p u t a 

c e n t r a l c o m p r e s s i o n f a c i l i t y on a l l t h e s e w e l l s ? 

A. That i s t r u e . C u r r e n t l y we have i n d i v i d u a l 

w e l l - s i t e c o m p r e s s o r s on each w e l l . We're e v a l u a t i n g 
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t h e p o s s i b i l i t y o f h a v i n g t h e p i p e l i n e company i n s t a l l 

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

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

i n d i v i d u a l w e l l - s i t e m a c h i n e s . 

Q. Okay. And c u r r e n t l y t h e r e a r e , as I 

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

seven w e l l s t h a t Enron o p e r a t e s ? 

A. The seven w e l l s t h a t we o p e r a t e a r e under 

c o m p r e s s i o n . The M e r i d i a n w e l l i s a l s o on 

c o m p r e s s i o n . The John L. Cox w e l l i s n o t c a p a b l e o f 

p r o d u c i n g s i g n i f i c a n t q u a n t i t i e s o f gas and, i n f a c t , 

t h e y have p r o p o s e d t o p l u g and abandon t h a t w e l l . 

Q. Okay. What i s t h e c u r r e n t o p e r a t i n g 

p r e s s u r e of t h e s e w e l l s w i t h c o m p r e s s o r s on them? You 

s a i d you were t r y i n g t o c a l c u l a t e i t down t o 300? 

A. They r a n g e , on t h e s i x w e l l s , o t h e r t h a n 

t h e P i t c h f o r k 34 No. 1 t h a t Enron o p e r a t e s , t h e y range 

f r o m 300 t o 400 pounds. On t h e P i t c h f o r k 34 No. 1 

i t ' s c u r r e n t l y about 700 pounds. 

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

Enron 34-1 w e l l ? 

A. I t ' s - - j u s t a m i n u t e . L e t ' s see — 3 .1 

m i l l i o n a day a t 700 pounds f l o w i n g t u b i n g p r e s s u r e . 

Q. And a p p r o x i m a t e l y what's t h e d a i l y 

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

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 

114 

o p e r a t e s ? 

A. On t h e Diamond 5 No. 3, 1355 MCF per day a t 

33 0 pounds. 

Q. I'm s o r r y , w h i c h w e l l ? 

A. The Diamond 5 Fed. No. 3. 

Q. T h a t ' s 1355 p r e s e n t l y ? 

A. 1355 MCF per day a t 330 pounds o f f l o w i n g 

t u b i n g p r e s s u r e . 

Q. And yo u r c a l c u l a t i o n i n d i c a t e s 1363 a t 300 

pounds ? 

A. Yes, s i r . The Madera 32 S t a t e No. 3, 1323 

MCF per day a t 420 pounds; t h e Madera 28 Fed. Com. No. 

2 i s 1278 MCF per day a t 300 pounds; and t h e Madera 33 

Fed. Com. No. 3, 1304 MCF per day a t 390 pounds; t h e 

Page 3 Com. No. 2, 1135 MCF per day a t 400 pounds; t h e 

Madera 33 Fed. Com. No. 4, 1,225 MCF per day a t 410 

pounds. 

Q. Okay. When were t h e c o m p r e s s o r s p u t on 

t h o s e w e l l s ? 

A. The co m p r e s s o r s were i n s t a l l e d on t h e 

Diamond 5 No. 3 i n May o f t h i s y e a r . The co m p r e s s o r s 

were i n s t a l l e d on t h e Madera 32 No. 3, t h e Madera 28 

No. 2 and t h e Madera 33 No. 3, t h e Page 3 Com. No. 2 

and t h e Madera 33 No. 4 i n t h e l a s t h a l f o f O c t o b e r , 

and t h e c o m p r e s s i o n was i n s t a l l e d i n t h e P i t c h f o r k 34 
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No. 1 i n t h e f i r s t p a r t of November. 

MR. PEARCE: I d o n ' t have a n y t h i n g f u r t h e r 

f o r Mr. Helms a t t h i s t i m e , Mr. Examiner. Thank y o u . 

HEARING EXAMINER: Thank y o u , Mr. P e a r c e . 

Mr . C a r r ? 

MR. CARR: N o t h i n g f u r t h e r , Mr. S t o g n e r . 

HEARING EXAMINER: Ms. C a l l a h a n ? 

MS. CALLAHAN: I have n o t h i n g . 

HEARING EXAMINER: Mr. S t o v a l l ? 

MR. STOVALL: No, I d o n ' t have any 

q u e s t i o n s a t t h i s t i m e . 

HEARING EXAMINER: I f t h e r e a r e no o t h e r 

q u e s t i o n s o f Mr. Helms, he may be d i s m i s s e d . 

MR. CARR: R i c h a r d , are you r e a d y ? 

HEARING EXAMINER: Mr. C a r r , you may 

p r o c e e d . 

RICHARD L. STAMETS 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

upon h i s o a t h , was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

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

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

A. My name i s R i c h a r d L. S t a m e t s . 

Q. Mr. S t a m e t s , where do you r e s i d e ? 
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A. I l i v e i n Santa Fe. 

Q. What do you do f o r a l i v i n g ? 

A. I'm a c o n s u l t a n t . 

Q. By whom are you employed i n t h i s case? 

A. En r o n . 

Q. Could you b r i e f l y summarize your 

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

A. Yes. I have a b a c h e l o r o f s c i e n c e d e g r e e , 

1956, f r o m Ohio S t a t e U n i v e r s i t y i n g e o l o g y . 

Q. And t h e n f o l l o w i n g g r a d u a t i o n w o u l d you 

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

A. I worked f o r an e n g i n e e r h e r e i n town as a 

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

t h e n went t o work f o r what was t h e n t h e O i l 

C o n s e r v a t i o n Commission i n Octo b e r o f 1957. 

I worked here i n Santa Fe two y e a r s as a 

s t a f f g e o l o g i s t , t r a n s f e r r e d to A r t e s i a where I worked 

as a s t a f f g e o l o g i s t , worked i n o i l and gas p r o r a t i o n 

f i e l d work, j u s t whatever was r e q u i r e d , u n t i l 1971, 

when I came back t o Santa Fe as t h e t e c h n i c a l s u p p o r t 

c h i e f , and t h e n I was a p p o i n t e d D i r e c t o r i n November 

o f 1984. 

Q. I n your c a p a c i t y as t e c h n i c a l s u p p o r t 

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

A. Yes. And n o t as much as I was l a t e r on, 
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b u t I was, t o a d e g r e e . For example, I was t h e s t a f f 

c h a i r m a n o f t h e c o m m i t t e e t h a t worked on t h e r e v i s e d 

gas p r o r a t i o n o r d e r s — r u l e s w h i c h are now i n R-8170. 

Q. At t h e t i m e t h e y were a c t u a l l y a d o p t e d , 

what was your r o l e ? 

A. I was D i r e c t o r a t t h e t i m e t h e y were 

adopt ed . 

Q. You s i g n e d t h e o r d e r a p p r o v i n g t h e s e r u l e s ? 

A. Yes . 

Q. Have you rem a i n e d f a m i l i a r w i t h gas 

p r o r a t i o n i n g i n New Mexico? 

A. Yes, I have. 

Q. Have you been c a l l e d upon, i n your j o b s 

w i t h t h e Commission and s i n c e , t o u n d e r s t a n d , 

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

g o v e r n i n g t h e O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes , I have. 

Q. Have you t e s t i f i e d as an e x p e r t w i t n e s s on 

p r o r a t i o n i n g m a t t e r s and O i l C o n s e r v a t i o n D i v i s i o n 

r u l e s ? 

A. W e l l , I'm n o t c e r t a i n t h a t I ' v e done t h a t . 

By t h e t i m e I g o t r e a l l y h e a v i l y i n v o l v e d i n gas 

p r o r a t i o n m a t t e r s , I was t h e d i r e c t o r ; and, as such , I 

d i d n ' t t e s t i f y v e r y o f t e n . I ' v e done t h a t , t h o u g h , i n 

d e p o s i t i o n s i n v a r i o u s cases i n c o u r t on i s s u e s 
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between gas p r o d u c e r s and gas t r a n s p o r t e r s . 

Q. And t h a t ' s been s i n c e you l e f t t h e O i l 

C o n s e r v a t i o n D i v i s i o n ? 

A. Yes. 

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

Ranch-Atoka Gas P o o l ? 

A. Yes. 

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

i n t h i s case on b e h a l f o f P a r k e r D r i l l i n g ? 

A. Yes. 

MR. CARR; At t h i s t i m e , Mr. S t o g n e r , we 

would t e n d e r Mr. Stamets as an e x p e r t w i t n e s s on 

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

O i l C o n s e r v a t i o n D i v i s i o n . 

HEARING EXAMINER: Are t h e r e any 

o b j e c t i o n s ? 

MR. PEARCE: No o b j e c t i o n . 

HEARING EXAMINER: Mr. Stamets i s so 

q u a l i f i e d . 

Q. Mr. S t a m e t s , what were you asked t o do when 

employed by Enron? 

A. I was asked t o t a k e a l o o k a t t h i s 

a p p l i c a t i o n and t h e w e l l s i n t h e P i t c h f o r k Ranch t o 

d e t e r m i n e w h e t h e r gas p r o r a t i o n was r e a s o n a b l e and 

a p p r o p r i a t e i n t h e p o o l , and what t h e i m p a c t m i g h t be 
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on t h e w e l l s i n t h e p o o l . 

Q. And what d i d you do? 

A. I s t a r t e d o u t by t a k i n g a l o o k a t t h e 

p r o d u c t i o n r e c o r d s t h a t are g e n e r a t e d by t h e D i v i s i o n . 

Q. How f a r back d i d you go? 

A. I l o o k e d back a f a i r amount o f t i m e b u t I 

r e a l l y c o n c e n t r a t e d on t h e l a s t two and a h a l f y e a r s 

when t h e m a j o r i t y o f t h e w e l l s had been c o m p l e t e d . 

Q. And what d i d you do w i t h t h i s i n f o r m a t i o n ? 

A. I used t h a t t o g e n e r a t e some c a l c u l a t e d 

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

p r o b a b l y use i n d e t e r m i n i n g what i n d i v i d u a l w e l l 

a l l o w a b l e s were or would be, and t h e n I made some t e s t 

c a l c u l a t i o n s o f what a l l o w a b l e s w o u l d have been i n t h e 

p a s t , i f t h o s e f a c t o r s had been used. 

0- So you e s t i m a t e d what t h e e f f e c t o f 

p r o r a t i o n i n g w o u l d have been i f , i n f a c t , i t had been 

i m p l e m e n t e d p r i o r t o t h i s t i m e ? 

A. W e l l , n o t e x a c t l y , b u t I ' v e used t h e same 

b a s i c p r o c e d u r e s t o t r y and t e l l me what we're l o o k i n g 

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

n o n m a r g i n a l , what t h e o v e r a l l i m p a c t o f gas p r o r a t i o n 

w o uld be. 

Q. And i n making t h i s s t u d y , what m a r k e t 

demand d i d you assume? 
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A. W e l l , I'm not c e r t a i n t h a t I assumed any 

p a r t i c u l a r market demand. I simply used the 

p r o d u c t i o n t h a t has been shown f o r t h a t two and a h a l f 

year p e r i o d , and the system t h a t the D i v i s i o n uses i s 

one t h a t ' s designed t o a l l o c a t e the demand t o the 

w e l l s i n the p o o l , and t h a t ' s b a s i c a l l y what I d i d i n 

t h i s p e r i o d . 

Q. Le t ' s go t o what has been marked as your 

E x h i b i t No. 12, and I would ask you t o go t o the f i r s t 

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

A. Page 1 i s the example of how I c a l c u l a t e d 

the seasonal adjustment f a c t o r s . I f you look i n the 

l e f t - h a n d column, y o u ' l l see t h a t I have the year, 

then the months. 

The next column would be p r o d u c t i o n and 

t h i s would be p r o d u c t i o n from a l l the w e l l s i n the 

pool f o r t h a t p a r t i c u l a r month. 

I n c a l c u l a t i n g the f i r s t seasonal 

adjustment f a c t o r , l e t ' s j u s t take a look at June, 

what I d i d was d i v i d e June's p r o d u c t i o n i n t o August's 

p r o d u c t i o n , the b a s i c concept being t h a t the D i v i s i o n 

uses now, they take the p r o d u c t i o n from the c u r r e n t 

month t o set the a l l o c a t i o n f o r the nonmarginal w e l l s 

i n the second month hence. 

So, i f you m u l t i p l y the 445,109 times the 
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adjustment f a c t o r t h e r e , you would f i n d i t would come 

out almost p r e c i s e l y at the August p r o d u c t i o n , which 

i s what the i n t e n t i s of the D i v i s i o n , except they use 

10-year averages. I d i d n ' t have 10 y e a r s , but I had 

two years t h a t I could use here, so I made my 

c a l c u l a t i o n s based upon p r o d u c t i o n f o r the p e r i o d of 

June '87 on up throu g h June of '89. 

Q. A l l r i g h t . And t h a t ' s where you get the 

c a l c u l a t e d seasonal adjustment f a c t o r shown i n 

Column D on page 1? 

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

Q. What i s shown i n Col umn E ? 

A . Column E i s j u s t t h e a v e r a g e o f t h o s e same 

mont h s f o r t h e t w o - y e a r per i od . For example, you t a k e 

t h e June ' 87 o f 1.076, June of '88 o f 1.157, t h a t w i l l 

a v e r age ou t a t 1.116. 

Q. Okay. Then we g o on a c r o s s t h e e x h i b i t and 

i n Column F , a g a i n you have t h e y e a r ? 

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

Q. "G" i s t h e month , an d t h e n what i s "H"? 

A. T h a t ' s t h e c a l c u l a t e d a l l o w a b l e w h i c h w o u l d 

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

1987 p r o d u c t i o n t i m e s t h e a v e r a ge c a l c u l a t e d s e a s o n a l 

ad j u s t ment f a c t o r i n Column E , and you come up w i t h a 

c a l c u l a t e d p o o l a l l o w a b l e . 
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Q. T h a t ' s t h e p r o d u c t i o n i n Column C t i m e s t h e 

f a c t o r i n Column E g i v e s you t h e c a l c u l a t e d p o o l 

a l l o w a b l e ? 

A. I n Column H, t h a t ' s c o r r e c t . 

Q. And Column I i s ? 

A. S i m p l y t h e number o f w e l l s t h a t were 

e x i s t i n g a t t h a t t i m e . 

Q. And t h e l a s t column on t h i s page? 

A. I s Column H d i v i d e d by Column A. The 

a v e r a g e , j u s t a s t r a i g h t a r i t h m e t i c a v e r a g e f o r t h e 

number o f w e l l s i n t h e p o o l . 

Q. When we get over on t h e June 1987 l i n e t o 

th e f i g u r e i n Column J o f 70,975, what does t h a t 

number r e p r e s e n t ? 

A. T h a t ' s t h e n o n m a r g i n a l a l l o c a t i o n t o a l l 

seven w e l l s t h a t were e x i s t e n t a t t h e t i m e i f t h e r e 

had been an a l l o c a t i o n i n August o f 1987. 

0. Are t h e s e t h e MCFs per month t h a t each w e l l 

w o u l d g et t o p r o d u c e ? 

A. Cor r e c t . 

Q. L e t ' s go t o page 2, and I would ask you t o 

e x p l a i n what you've s e t f o r t h on t h a t page o f t h i s 

e x h i b i t . 

A. What I ' v e done i n page 2 i s go back t o 

A p r i l o f 1988, A p r i l b e i n g t h e b e g i n n i n g o f a gas 
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p r o r a t i o n p e r i o d , and I ' v e p l u g g e d i n t h e a l l o w a b l e s 

t h a t I have c a l c u l a t e d f r o m t h e f i r s t page o f t h i s 

e x h i b i t . 

P erhaps t h e e a s i e s t t h i n g t o do i s j u s t 

t a k e a l o o k a t t h e f i r s t w e l l , w h i c h i s t h e John Cox 

w e l l . I f you come over i n t o Column B, y o u ' l l see t h a t 

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

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

c u m u l a t i v e . 

When we move i n t o Column C, we can see t h a t 

t h e p r o d u c t i o n f r o m t h e John Cox w e l l was a l i t t l e 

over 19,000. The a l l o w a b l e was a l i t t l e over 52,000, 

r e s u l t i n g i n u n d e r p r o d u c t i o n - - a n y t i m e you see a 

p o s i t i v e number i n t h e o v e r / u n d e r column t h a t ' s 

u n d e r p r o d u c t i o n — of over 33 , 000 . 

The cum. would be t h e same number i n t h e 

month o f A p r i l because t h a t ' s where we s t a r t . And, as 

you go f r o m l e f t t o r i g h t , you can see how t h e cum. 

f i g u r e s w i l l change. 

I n t h e case o f t h e Cox w e l l , i t ' s a l w a y s 

u n d e r p r o d u c e d e v e r y month, and so you w i n d up w i t h a 

p r e t t y l a r g e amount of u n d e r p r o d u c t i o n a t t h e end o f 

March o f t h a t y e a r . 

Q. And how would t h i s w e l l be c l a s s i f i e d , 

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

n o r m a l l y work u n t i l t h e end o f t h e n e x t f o u r months o f 

th e n e x t gas p r o r a t i o n p e r i o d , d u r i n g w h i c h , i f i t d i d 

no t p r o d u c e a n o n m a r g i n a l a l l o w a b l e , i t w o u l d be 

r e c l a s s i f i e d as m a r g i n a l . So, i t w o u l d be s o m e t h i n g 

i n t h e o r d e r o f s i x months i n t o t h e n e x t y e a r b e f o r e 

t h a t c l a s s i f i c a t i o n w o uld t a k e p l a c e . 

B u t , i f you j u s t l o o k a t i t , t o me t h i s i s 

c l e a r l y a m a r g i n a l w e l l . I t ' s a w e l l t h a t ' s u n a b l e t o 

make i t s n o n m a r g i n a l a l l o w a b l e . 

Q. L e t ' s l o o k a t t h e n e x t w e l l on t h i s 

e x h i b i t , t h e Diamond 5 Fed. No. 3. And w i t h o u t g o i n g 

i n t o q u i t e as much d e t a i l , e x p l a i n what t h i s shows. 

A. The same p r o c e s s was used. I t o o k t h e 

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

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

get t h e same a l l o w a b l e , and you can see t h i s i s a w e l l 

w h i c h o v e r p r o d u c e d e v e r y month b u t t h e month o f March 

f o r t h a t t h e o r e t i c a l p r o r a t i o n y e a r , and i t has an 

o v e r p r o d u c e d s t a t u s a t t h e end o f each month. 

Q. And how would t h i s w e l l be c l a s s i f i e d , i n 

your o p i n i o n , when t h e c l a s s i f i c a t i o n p r o c e s s worked 

i n t o t h e f i r s t p e r i o d ? 

A. T h i s i s a w e l l w h i c h w o u l d be n o n m a r g i n a l . 

Q. A l l r i g h t . Now, c o u l d we go down t o l i n e 
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66 on t h i s e x h i b i t t h e r e l a b e l e d on t h e m a r g i n ? I 

would ask you t o r e v i e w what i s c o n t a i n e d on t h a t 

l i n e . 

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

a v erage m o n t h l y a l l o w a b l e f o r t h e l a s t 12 months by a 

f a c t o r o f s i x , and so what I ' v e done i s gone t h r o u g h 

and c a l c u l a t e d t h e s i x t i m e s o v e r p r o d u c e d l i m i t f o r 

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

Q. And what was t h e p u r p o s e o f page 2 o f t h i s 

e x h i b i t ? What were you t r y i n g t o d e t e r m i n e h e r e ? 

A. W e l l , page 2, t h e n , a l o n g w i t h t h e n e x t 

page, page 3, are ones t h a t I came up w i t h j u s t t o 

g i v e me an i d e a of how p r o r a t i o n i n g w o u l d have worked 

had i t been a p p l i e d on t h e a s s u m p t i o n t h a t i f you 

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

t h e same way. 

0. L e t me ask you a c o u p l e o f o t h e r q u e s t i o n s 

on page 2. Based on t h e s i x t i m e s o v e r p r o d u c e d 

f i g u r e , how many w e l l s w o u l d a c t u a l l y have been 

s u b j e c t t o a s h u t i n ? 

A. Only t h e P i t c h f o r k 34 Fed. 

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

1988, how does t h a t compare w i t h t h e p r o d u c t i o n f o r 

December and J a n u a r y o f 1989? 

A. As f a r as I know, i n e v e r y i n s t a n c e t h e 
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A p r i l p r o d u c t i o n was g r e a t e r t h a n t h e December/January-

p r o d u c t i o n . 

Q. What does t h a t s u g g e s t t o you? 

A. I t s u g g e s t s t o me t h a t t h e m a r k e t demand i s 

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

and t h a t t h e p o o l as a w h o l e , on t h e i n d i v i d u a l w e l l s , 

are d e f i n i n g t h e i r c a p a c i t i e s . 

Q. L e t ' s go t o page 3. Co u l d you r e v i e w any 

i n f o r m a t i o n c o n t a i n e d on page 3 t h a t you h a v e n ' t 

a l r e a d y c o v e r e d on page 2. 

A. T h i s i s t h e same b a s i c p r o c e s s . I t j u s t 

b e g i n s what w o u l d be t h e second p r o r a t i o n y e a r , A p r i l 

o f '89, and c a r r i e s t h a t t h r o u g h A u g u s t . The 

a l l o w a b l e s a r e t h e r e f o r September and O c t o b e r , b u t I 

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

Q. Have you been a b l e , f r o m t h i s i n f o r m a t i o n , 

t o e s t i m a t e how many p o o l s w o u l d be c l a s s i f i e d as 

n o n m a r g i n a l a t t h e end o f t h e second p r o r a t i o n i n g 

y e a r ? 

A. I n my v i e w , t h e r e w o u l d o n l y be f o u r w e l l s 

w h i c h w o u l d be n o n m a r g i n a l based on what I ' v e g i v e n 

h e r e ; t h e Diamond 5 Fed., t h e Madera 28 Fed. Com. 2, 

P i t c h f o r k 34 and t h e M e r i d i a n w e l l . 

However, when I went back and made 

c a l c u l a t i o n s o f what w o u l d happen i f t h o s e f o u r w e l l s 
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were t h e o n l y n o n m a r g i n a l w e l l s , t h e Madera w e l l f a l l s 

o ut j u s t i m m e d i a t e l y . I t ' s c l e a r l y m a r g i n a l . 

So when I made f u r t h e r c a l c u l a t i o n s , I j u s t 

l e f t t h a t one out and d e a l t w i t h what are c l e a r l y t h e 

b e t t e r w e l l s , t h e Diamond, t h e P i t c h f o r k and t h e 

Mer i d i a n w e l l . 

Q. Now, l e t ' s go down t o l i n e 75 and I wou l d 

ask you what t h i s shows? 

A. What l i n e 75 r e p r e s e n t s i s t h e m o n t h l y 

p r o d u c t i o n f r o m t h e t h r e e w e l l s t h a t I ' v e j u s t named, 

t h e w e l l s t h a t I b e l i e v e a r e c l e a r l y n o n m a r g i n a l 

w e l l s . 

Q. And you g e t t h a t s i m p l y by t o t a l i n g t h e 

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

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

Q. Are you re a d y t o go t o page 4? 

A. Yes. 

Q. Would you i d e n t i f y and r e v i e w t h a t , p l e a s e ? 

A. What I ' v e done w i t h page 4 i s go back and 

use t h e same s e a s o n a l a d j u s t m e n t f a c t o r s t h a t I 

d e t e r m i n e d on page 1 , f o r t h e same p e r i o d b e g i n n i n g 

A p r i l o f 1988, and I ' v e d e t e r m i n e d what t h e 

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

based upon t h e i r p r o d u c t i o n t i m e s t h a t s e a s o n a l 

a d j u s t m e n t f a c t o r . 
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Q. B a s i c a l l y you've done h e r e t h e same t h i n g 

you d i d on page 1 , e x c e p t now y o u ' r e j u s t l o o k i n g a t 

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

A. Yes. I d e t e r m i n e d t h e f a c t o r s on page 1 . 

Now I'm making t h e a l l o c a t i o n based on t h e p r e v i o u s l y 

d e t e r m i n e d f a c t o r s . 

Q. And t h e c a l c u l a t e d a l l o w a b l e f o r each o f 

t h e s e w e l l s i s s e t f o r t h i n Column I , i s t h a t c o r r e c t ? 

A. Yes. 

Q. L e t ' s move on now t o page 5 and I wou l d ask 

you t o r e v i e w what's shown on t h i s page o f t h e 

e x h i b i t . 

A. Okay. I f we t a k e a l o o k a t page 5, you can 

see I have a l l t h e w e l l s l i s t e d b u t I o n l y go i n t o t h e 

a l l o w a b l e , over and under s t a t u s and cum. s t a t u s f o r 

t h e t h r e e w e l l s . 

You can see t h e r e , a g a i n , t h a t p r e t t y soon 

t h e Diamond Fed. w e l l ceases t o p r o d u c e i n excess o f 

i t s a l l o w a b l e . I t s t a r t s u n d e r p r o d u c i n g . The same 

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

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

P i t c h f o r k 34 w e l l . 

I f we move on t o t h e l a s t page o f t h i s 

e x h i b i t , you can see t h a t t h a t c o n t i n u e s . 

Q. And what c o n c l u s i o n can you draw f r o m t h i s ? 
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A. W e l l , my c o n c l u s i o n i s t h a t i t a p p e a r s t o 

me t h e r e ' s o n l y one n o n m a r g i n a l w e l l i n t h e p o o l and 

t h e o t h e r w e l l s are m a r g i n a l , under an a p p r o p r i a t e 

a c r e a g e - b a s e d p r o r a t i o n s y s t e m . They ought t o be 

c l a s s i f i e d as m a r g i n a l , be a l l o w e d t o p r o d u c e what 

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

a l l o c a t e market demand t o t h e w e l l s , t h e n t h e 

P i t c h f o r k 34 wou l d be g e t t i n g t h e a l l o c a t i o n and i t 

wou l d be r e s t r i c t e d somewhat because o f t h e way you 

c a l c u l a t e t h e s e a s o n a l a d j u s t m e n t f a c t o r s . 

I f you went t h r o u g h t h i s p r o c e s s f o r r e a l , 

s u r e l y you wo u l d a c c u m u l a t e some o v e r p r o d u c t i o n , so 

t h e r e would be some r e s t r i c t i o n f o r a p e r i o d o f t i m e 

but af t e r awhile i t would be, e s s e n t i a l l y , 

un r e s t r i c t e d . I t looks l i k e an e x e r c i s e i n f u t i l i t y. 

Q. I n your o p i n i o n wi 11 p r o r a t i o n i n g work i n 

t h i s f i e Id? 

A. I t w i l l work t o l i mit p r o d u c t i o n from one 

of the w e l l s f o r a p e r i o d of t i m e , but a f t e r t h a t , no 

i t won't be e f f e c t i v e . I t wi 11 work but i t won't be 

e f f e c t i v e . 

Q. T r a d i t i o n a l l y , Mr. Stamets, what has b een 

the bas i s f o r the implementat i o n of p r o r a t i o n i n g i n 

New Mexi co? That i s , under w hat circumstances would 

the D i v i sio n p r o r a t e a pool? 
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A. W e l l , t h e D i v i s i o n i s a l l o w e d t o p r o r a t e t o 

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

w a s t e , g e n e r a l l y , as f a r as I know i n 100 p e r c e n t o f 

t h e a c c i d e n t c a s e s , t h e y have a s i t u a t i o n where t h e 

c a p a c i t y o f t h e w e l l s i n t h e p o o l exceeds m a r k e t 

demand. Those a r e t h e two main f a c t o r s , I t h i n k . 

Q. I f waste i s n o t o c c u r r i n g i n a r e s e r v o i r , 

i n your o p i n i o n does t h e D i v i s i o n have a u t h o r i t y t o 

implement p r o r a t i o n i n g ? 

A. No. 

Q. I n your o p i n i o n are c o n d i t i o n s i n t h i s p o o l 

such t h a t w ould w a r r a n t t h e i m p l e m e n t a t i o n o f 

p r o r a t i o n i n g a t t h i s t i m e ? 

A. Not based on what I ' v e h e a r d h e r e t o d a y . 

Q. What a re t h e o t h e r f a c t o r s t h e D i v i s i o n 

l o o k s t o i n d e t e r m i n i n g w h e t h e r or n o t t o imp l e m e n t 

p r o r a t i o n i n g ? 

A. They a r e n ' t n e c e s s a r i l y f a c t o r s on 

i m p l e m e n t a t i o n , b u t once you g e t i n t o a s i t u a t i o n 

where p r o r a t i o n i s t o be i m p l e m e n t e d , y o u ' r e c o n c e r n e d 

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

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

f a c t o r s c o u l d i m p a c t a l l o w a b l e s t o i n d i v i d u a l w e l l s . 

Q. Are you aware o f any o f t h e s e f a c t o r s t h a t 

e x i s t i n t h i s p o o l t h a t w o u l d j u s t i f y i m p l e m e n t a t i o n 
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o f p r o r a t i o n i n g ? 

A. The o n l y f a c t o r t h a t seems t o a p p l y a t a l l 

i s t h e s i t u a t i o n where you've g ot two p i p e l i n e s , b u t 

we h a v e n ' t had any e v i d e n c e h e r e t h a t t h a t ' s h a v i n g 

any n e g a t i v e i m p a c t i n t h e p o o l . 

Q. I n your o p i n i o n , what i m p a c t o v e r a l l w o u l d 

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

f r o m t h i s p o o l ? 

A. I t w o u l d reduce p r o d u c t i o n f r o m t h e p o o l 

f o r a p e r i o d o f t i m e . 

Q. Are you aware, based on your e x p e r i e n c e 

w o r k i n g w i t h p r o r a t i o n i n g , o f any p r e c e d e n t f o r 

u t i l i z i n g p r o r a t i o n i n g as P a r k e r seeks h e r e t o d a y ? 

A. You mean, t o a t t e m p t t o r e s t r i c t t h e 

p r o d u c t i o n f r o m one w e l l ? 

Q. Are you aware o f any t i m e when p r o r a t i o n i n g 

has been u t i l i z e d t o do t h a t ? 

A . No . 

Q. Do you see any p o t e n t i a l danger i n 

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

f u t u r e p r e c e d e n t ? 

A. I can v i s u a l i z e i n s t a n c e s where some p a r t y 

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

good w e l l m i g h t come i n and ask t h e D i v i s i o n t o l i m i t 

p r o d u c t i o n t o what h i s w e l l can p r o d u c e so t h a t he 
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won't be d r a i n e d . 

Q. Would you recommend t h a t p r o r a t i o n i n g be 

i n s t i t u t e d i n t h e P i t c h f o r k Ranch-Atoka Gas P o o l ? 

A. No. 

Q. I f t h e D i v i s i o n s h o u l d d e c i d e t o imp l e m e n t 

p r o r a t i o n i n g , do you have any recommendations 

c o n c e r n i n g how t h a t s h o u l d be done? 

A. Yes. I n v i e w o f what I ' v e done h e r e , I 

t h i n k t h a t i f i t s h o u l d be i m p l e m e n t e d , t h e Order 

ought t o say t h a t a l l t h e w e l l s w o u l d be deemed t o 

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

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

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

Q. Do you b e l i e v e t h e r e ' s su f f i c i e n t d a t a 

t h i s r e s e r v o i r t o w a r r a n t t h i s k i nd o f an a c t i o n ? 

A. For p r o r a t i o n i n g ? 

Q. Yes • 

A. No . 

Q - Do you b e l i e v e t h a t t h e r e ' s s u f f i c i e n t 

i n f o r m a t i o n t o j u s t i f y b r i n g i n g w e l l s i n i n an 

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

A. Yes , I t h i n k so. I be 1 i e v e t h a t t h e r e 

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

Q. I n your o p i n i o n , w i l l gr a n t i ng t h i s 

a p p l i c a t i o n p r ev e n t waste ? 
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A. G r a n t i n g t h e a p p l i c a t i o n ? I was 

u n c o n v i n c e d by any e v i d e n c e h e r e t h a t any waste w o u l d 

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

Q. Was E x h i b i t 12 p r e p a r e d by you? 

A. Yes. 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , I 

move t h e a d m i s s i o n o f Enron E x h i b i t No. 12. 

HEARING EXAMINER: Are t h e r e any 

o b j e c t i o n s ? 

MR. PEARCE: No o b j e c t i o n . 

HEARING EXAMINER: E x h i b i t 12 w i l l be 

a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

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

e x a m i n a t i o n o f Mr. S t a m e t s . 

HEARING EXAMINER: Thank y o u , Mr. C a r r . 

Mr. P earce? 

MR. PEARCE: Thank y o u , Mr. Examiner. 

EXAMINATION 

BY MR. PEARCE:. 

Q. Mr. S t a m e t s , I want t o spend a few m i n u t e s 

u n d e r s t a n d i n g what we have h e r e i n E x h i b i t No. 12. 

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

a l l t h e w e l l s i n t h e p o o l - -

A. Yes. 

Q. - - r e p r e s e n t s what t h e p r o r a t i o n system 
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would have a c c o m p l i s h e d i f i t had begun o p e r a t i o n i n 

June o f 1987? 

A. I n p a r t . I t ' s n o t a p r e c i s e m i r r o r image 

of what w o u l d have happened. I t was done p r i m a r i l y t o 

t e l l me w h e t h e r t h e system was g o i n g t o be e f f e c t i v e , 

and w h i c h w e l l s w o u l d be n o n m a r g i n a l or m a r g i n a l . 

Q. A l l r i g h t . L e t ' s t a k e a l o o k a t how yo u r 

s t u d y w o r k s . June of 1987, p r o d u c t i o n i s 445,000 MCF, 

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

A. Yes . 

Q. And, as I u n d e r s t a n d i t , i f you w o u l d have 

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

went b a c k w a r d s , b u t t h a t w ould have come up w i t h , i n 

your o p i n i o n , an a l l o w a b l e f o r August o f 478,000? I s 

t h a t what I u n d e r s t a n d t h e r e ? 

A. I f you j u s t use t h e f i r s t f a c t o r , t h e one 

i n Column D. 

Q. Okay. 

A. But I av e r a g e d two y e a r s . The D i v i s i o n 

uses 10, I d i d two because I had two f u l l , good y e a r s 

w i t h most o f t h e w e l l s on, and so t h a t ' s what I use d . 

Q. That b r o u g h t you t o t h e 1.116 s e a s o n a l 

a d j u s t m e n t f a c t o r ? 

A. Yes. 

Q. And under your s t u d y , as you p e r f o r m e d i t , 
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June p r o d u c t i o n o f 445,109 MCF wou l d have r e s u l t e d i n 

an August o f 1987 a l l o w a b l e o f 496,824? 

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

Q. A l l r i g h t . And i f t h a t a l l o w a b l e had been 

a s s i g n e d t o t h e p o o l f o r August o f 1987, each w e l l i n 

t h e p o o l , as I u n d e r s t a n d t h i s s t u d y , w o u l d have 

r e c e i v e d an a l l o w a b l e o f 70,975? 

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

Q. A l l r i g h t . And what w o u l d t h e a c t u a l 

p r o d u c t i o n have been f r o m t h a t p o o l i f each w e l l i n 

t h e p o o l r e c e i v e d an a l l o w a b l e of 70,975? 

A. I wou l d have t o assume t h a t based on what 

r e a l l y happened, t h e y w ould have p r o d u c e d 478,755, 

w h i c h i s what t h e y d i d p r o d u c e . 

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

n o t a l l t h e w e l l s w o u l d p r o d u c e 70,000? 

A. Oh, t h a t ' s t r u e . 

Q. Okay. How much w o u l d t h e p o o l have 

p r o d u c e d i f each w e l l had r e c e i v e d an a l l o w a b l e o f 

o n l y 7 0 , 975 ? 

A. I'm making t h e a s s u m p t i o n , Mr. P e a r c e , t h a t 

we've s t a r t e d t h e a l l o c a t i o n j u s t a month or two p r i o r 

t o A u g u s t . And by t h a t t i m e , you know, t h e r e w o u l d be 

r e a l l y no h i s t o r y on t h e p o o l , no one w o u l d be 

o v e r p r o d u c e d or u n d e r p r o d u c e d t o any g r e a t d e g r e e , and 
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so t h e a c t u a l p r o d u c t i o n p r o b a b l y would have been what 

t h e y a c t u a l l y p r o d u c e d . I may be m i s s i n g t h e p o i n t o f 

your q u e s t i o n h e r e . 

Q. W e l l , l e t ' s go much f u r t h e r down i n t h e 

system and h e l p me u n d e r s t a n d t h e a s s u m p t i o n s we've 

got b u i l t i n t o your s t u d y . J a n u a r y o f 1989--

A . Ok ay. 

Q. --you show a c t u a l p r o d u c t i o n o f 367,482 

MCF ? 

A. Yes. 

Q. What was t h e a l l o w a b l e f o r J a n u a r y of 1989? 

A. Okay. That w o u l d be i n Column H, i t w o u l d 

hav e been 3 82,116 . 

Q. And, a c c o r d i n g t o your s t u d y , as I 

u n d e r s t a n d i t , each w e l l i n t h e p o o l w o u l d have 

r e c e i v e d 42,457 MCF o f a l l o w a b l e ? 

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

Q. What was t h e a c t u a l p r o d u c t i o n o f t h e 34-1 

w e l l f o r t h e month o f J a n u a r y 1989? 

A. That l o o k s l i k e 100,434. 

Q. 100,434. I t ap p e a r s t o me, Mr. S t a m e t s , 

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

i n f l a t e d because i t assumes t h a t e v e r y w e l l has 

p r o d u c e d t h e same amount o f gas t h a t i t w o u l d p r o d u c e 

w i t h o u t p r o r a t i o n b e i n g i n e f f e c t ? We have a two and 
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a h a l f year s t u d y o f a p r o r a t i o n system w i t h o u t t h e 

p r o r a t i o n system b e i n g a l l o w e d t o o p e r a t e t o r e s t r i c t 

p r o d u c t i o n f r o m t h e p o o l i n any way. I s n ' t t h a t 

a s s u m p t i o n b u i l t i n t o a l l o f yo u r d a t a ? 

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

c o r r e c t . And, as y o u ' l l r e c a l l , I s a i d I d i d n ' t t r y 

t o e x a c t l y m i r r o r t h e S t a t e s y s t e m . 

For example, i t ' s c l e a r t o me t h a t t h e 

P i t c h f o r k 34 w e l l w o u l d have been more t h a n s i x t i m e s 

o v e r p r o d u c e d a t t h e end o f A u g u s t , and wou l d have been 

r e q u i r e d t o have s h u t i n . 

Q. And t h a t i s i n August o f what month, s i r ? 

Where a r e you l o o k i n g ? D i r e c t my a t t e n t i o n , p l e a s e . 

A. I'm on t h e second page of t h e e x h i b i t , and 

l o o k i n g a t Column G, about l i n e 52, you've g o t t h e 

cum. o v e r p r o d u c t i o n o f 341,937. 

Q . Yes , s i r . 

A. Which i s more t h a n t h e a l l o w e d l i m i t . Of 

c o u r s e , you w o u l d n ' t know t h a t f o r a c o u p l e o f months, 

b u t a c o u p l e o f months a f t e r t h a t i t would be s h u t i n 

f o r s i x t i m e s o v e r p r o d u c t i o n . And I ' v e n o t a t t e m p t e d 

t o g e t i n t o t h a t d e t a i l because t h a t wasn't t h e 

pu r p o s e o f t h i s s t u d y . 

Q. So t h e a l l o w a b l e i n each s u c c e e d i n g month 

i s s t i l l i n f l a t e d by t h e amount w h i c h t h e 34-1 w e l l 
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a c t u a l l y p r o d u c e d , when, i n f a c t , t h e p r o r a t i o n system 

w o u l d have s h u t t h a t w e l l i n ? 

A. T h a t ' s c o r r e c t . T h a t ' s c o r r e c t . You wou l d 

have had l o w e r a l l o w a b l e s i f you wou l d have had one o f 

t h e w e l l s s h u t i n . 

Q. And, i f I u n d e r s t a n d c o r r e c t l y , i f you had 

lo w e r a l l o w a b l e s , you m i g h t , i n f a c t , have more 

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

A. Oh, p e r h a p s . L e t ' s see. Yeah, i t ' s 

p o s s i b l e . 

Q . Thank you. 

A. P u l l t h e a l l o w a b l e f o r t h e p o o l down. 

Q. As p a r t o f t h e s e r v i c e s t h a t you p e r f o r m e d 

f o r Enron i n p r e p a r i n g f o r t h i s c a s e , d i d you do a 

s t u d y o f t h i s r e s e r v o i r ? 

A. No. 

Q. Do you have any i n f o r m a t i o n , o t h e r t h a n t h e 

i m p r e s s i o n you gave u s , o f w h e t h e r or n o t waste w o u l d 

be p r e v e n t e d i f p r o r a t i o n i n g were i n s t i t u t e d i n t h i s 

p o o l ? 

A. The o n l y e v i d e n c e t h a t I ' v e h e a r d b r o u g h t 

f o r w a r d by anybody was your own w i t n e s s , and l i k e I 

say, I'm j u s t s i m p l y u n c o n v i n c e d by t h a t . 

Q. Enron i s p l e a s e d t o hear t h a t , Mr. St a m e t s . 

A. I'm su r e t h e y a r e . 
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Q. You h a v e n ' t s t u d i e d waste and you've based 

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

on a system w h i c h i s a s s i g n e d i n f l a t e d a l l o w a b l e s and 

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

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

A. W e l l , i t ' s c l e a r t o me now t h a t p e r h a p s I 

s h o u l d have gone a s t e p f u r t h e r and a n a l y z e d t h a t . 

A g a i n , I d o n ' t t h i n k t h a t what we're l o o k i n g a t here 

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

t h a t you've g o t b a s i c a l l y what a r e a bunch o f w e l l s 

t h a t c a n ' t p r o d u c e any more t h a n t h e y ' r e c u r r e n t l y 

p r o d u c i n g ; t h e y are w e l l s w h i c h c o n t r i b u t e t o t h e p o o l 

p r o d u c t i o n , d o n ' t r e a l l y have any a d d i t i o n a l 

c a p a c i t y . And, i n my v i e w , t h a t ' s what a m a r g i n a l 

w e l l i s . I d o n ' t r e c a l l t h a t t h e i n t e n t o f t h e law i s 

t o reduce p r o d u c t i o n i n a p o o l u n l e s s i t ' s n e c e s s a r y 

t o p r e v e n t w a s t e . 

Q. And you h a v e n ' t done a s t u d y t o d e t e r m i n e 

w h e t h e r or n o t waste i s o c c u r r i n g ? 

A. T h a t ' s n o t p a r t o f t h e o b l i g a t i o n on me or 

on Enron i n t h i s case. I b e l i e v e t h a t ' s an o b l i g a t i o n 

t h a t ' s on t h e A p p l i c a n t , P a r k e r . I d o n ' t b e l i e v e t h a t 

t h e y ' v e met t h a t . 

MR. PEARCE: I d o n ' t have a n y t h i n g f u r t h e r 

f o r Mr. St a m e t s . Thank y o u , Mr. Examin e r . 
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HEARING EXAMINER: Mr. C a r r ? 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Mr. S t a m e t s , I b e l i e v e you s t a t e d t h a t you 

were no t i n t e n d i n g t o d u p l i c a t e t h e p r o r a t i on i n g 

sy s t em ? 

A. Cor r e c t . 

Q. You t e s t i f i e d as p a r t o f you r d i r e c t 

t e s t imony t h a t a t t h e t i m e p o i n t e d o ut i n Mr. Pearce 

c r o s s - e x a m i n a t i o n t h a t t h e 34 No. 1 wou I d have been 

sh u t i n at t h a t t i m e , i s n ' t t h a t r i g h t ? 

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

Q . And you've a l s o s t a t e d t h a t i f you had 

redu c ed t h e p r o d u c t i o n i n your s t u d y f r om t h a t w e l l , 

t h a t i t w o u l d have changed t h e a l l o w a b l e and p e r h a p s 

chan ged t h e number o f n o n m a r g i n a l w e l l s i n t h e t i m e 

p e r i od r e f l e c t e d i n t h i s s t u d 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. A l l t h a t i n m i n d , does t h a t change you r 

b a s i c c o n c l u s i o n about t h e a p p l i c a b i l i t y o f 

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

A. No. 

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

HEARING EXAMINER: Thank y o u , Mr. C a r r . 

Ms. C a l l a h a n ? 
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MS. CALLAHAN: I have n o t h i n g . 

HEARING EXAMINER: Mr. S t o v a l l ? 

MR. STOVALL: J u s t one. 

EXAMINATION 

BY MR. STOVALL: 

0- Mr. S t a m e t s , d i d you l o o k a t t h e a c t u a l 

s e a s o n a l a d j u s t m e n t f a c t o r s used by t h e D i v i s i o n 

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

A. W e l l , t h e r e w o u l d n o t be any s e a s o n a l 

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

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

by t h e c h i e f e n g i n e e r based upon 10 months or 10 y e a r s 

of p r o d u c t i o n h i s t o r y f o r t h o s e p o o l s . 

Q. And you d i d n ' t l o o k a t any a v e r a g e o f t h e 

p o o l s under t h e p r o r a t i o n i n g system or a n y t h i n g l i k e 

t h a t ? 

A. No, because t h e y w o u l d jump a l l over t h e 

p l a c e . 

MR. STOVALL : Ok ay. 

HEARING EXAMINER: Are t h e r e any o t h e r 

q u e s t i o n s o f t h i s w i t n e s s ? I f n o t , you may be 

exc u s e d . 

Mr. C a r r , do you w i s h t o r e c a l l any o f your 

w i t n e s s e s a t t h i s t i m e ? 

MR. CARR: No, s i r . 
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HEARING EXAMINER: Mr. Pearce? 

MR . PEARCE: No, s i r . 

HEARING EXAMINER: I guess we're r e a d y f o r 

c l o s i n g r e m a r k s . Mr. C a r r , I ' l l ask you t o go f i r s t 

and Mr. P e a r c e , I ' l l l e t you f i n i s h up. Ms. C a l l a h a n , 

w ould you l i k e t o make any rem a r k s ? 

MS. CALLAHAN: No, I ' l l p a s s . 

MR. CARR: May i t p l e a s e t h e Exam i n e r , we 

su b m i t t o you t h a t P a r k e r D r i l l i n g i s b e f o r e you t o d a y 

t r y i n g t o use t h e r e g u l a t o r y system t o a d d r e s s what i s 

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

c o n t r a c t and i t d i d n ' t work o ut as t h e y e x p e c t e d . 

They d i d n ' t g et p a i d as f a s t as t h e y t h o u g h t , and t h e y 

d i d n ' t have t o r e a s s i g n t h e i n t e r e s t t o En r o n . 

What t h e y want t o do i s come i n and p r o r a t e 

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

p o o l so t h a t t h e o t h e r w e l l s w i l l p r o d u c e more. And 

t h e way t o do t h a t i s t o come i n and ask you t o 

p r o r a t e t h e P i t c h f o r k Ranch-Atoka Gas P o o l , a p o o l 

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

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

En r o n - P a r k e r D r i l l i n g c o n t r a c t . 

And so we have a case f o r p r o r a t i o n i n g , t h e 

f i r s t one i n many y e a r s , and i t ' s i m p o r t a n t t o l o o k a t 

what t h i s D i v i s i o n ' s j u r i s d i c t i o n i s i n i m p l e m e n t i n g 
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p r o r a t i o n i n g . The s t a t u t e i s c l e a r . S e c t i o n 72-16CB) 

s t a r t s o f f by n o t i n g t h a t you may p r o r a t e b u t f i r s t 

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

t h e r e must be a showing t h a t waste w i l l o c c u r , t h a t 

you need t o p r o r a t e t o p r e v e n t w a s t e . 

W e l l , what does t h e r e c o r d i n t h i s case 

a c t u a l l y show? I t shows t h a t on b e h a l f o f Enron t h e r e 

have been p r u d e n t o p e r a t i o n s , t h e r e ' s no i s s u e as t o 

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

c a p a c i t y . There a r e no c o m p l a i n t s a t a l l about t h e 

methods employed by Enron i n t h e o p e r a t i o n o f t h i s 

f i e l d . 

So P a r k e r needs a waste a r g u m e n t , and what 

do t h e y come i n w i t h ? A model o f t h e r e s e r v o i r where 

t h e y show us t h e o u t p u t , n o t t h e i n p u t f i g u r e s , and 

t h e y say, y e s , i f you p r o r a t e on s t r a i g h t a c r e a g e , 

y o u ' l l come up w i t h 4.4 p e r c e n t a d d i t i o n a l r e c o v e r y 

w i t h p r o r a t i o n i n g as opposed t o c o n t i n u e d o p e r a t i o n s 

w i t h o u t . And t h e y r e l y on t h i s model and, a t t h e same 

t i m e , t h e i r e x p e r t w i t n e s s , Mr. A u s b u r n , t e l l s you i t 

has a range o f e r r o r o f f i v e p e r c e n t . 

T h e i r waste c a l c u l a t i o n , t h e i r waste 

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

model. They have n o t p r o v e n t h e t h r e s h o l d t h i n g t h e y 

must p r o v e , t h a t waste w i l l o c c u r . A mere s u g g e s t i o n 
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s h o u l d n o t c a r r y t h e day on t h a t c o u n t and, t h e r e f o r e , 

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

T r a d i t i o n a l l y , t h e Commission l o o k s a t f o u r 

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

None o f them are p r e s e n t h e r e . We have no n o n s t a n d a r d 

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

t h e r e i s no d i s c r i m i n a t i o n i n t h i s r e s e r v o i r because 

of t h e f a c t t h a t t h e r e a r e two p u r c h a s e r s where b o t h 

p u r c h a s e r s a r e t a k i n g a l l t h e gas t h a t t h e w e l l s i n 

th e p o o l s can make. 

We d o n ' t have a s i t u a t i o n where t h e r e i s 

d e l i v e r a b i l i t y i n excess o f market demand. Here, 

e v e r y t h i n g p r o d u c e d can be s o l d . None o f t h e f o u r 

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

u n w a r r a n t e d . 

I s u b m i t t o you f u r t h e r t h a t s t r a i g h t 

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

app r o v e d by you. I n t h e case C o n t i n e n t a l v . The O i l 

C o n s e r v a t i o n Commission, s t r a i g h t a c r e a g e p r o r a t i o n i n g 

was a p p r o v e d because no o t h e r method was p r a c t i c a b l e . 

T h a t ' s what t h e Supreme C o u r t f o u n d . 

P r a c t i c a b i l i t y o f o t h e r methods i s t h e t e s t 

f o r w h e t h e r or n o t you can go f o r w a r d w i t h s t r a i g h t 

a c r eage because i t d o e s n ' t t a k e i n t o a c c o u n t 

v a r i a t i o n s w i t h i n t h e r e s e r v o i r . 
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T h i s q u e s t i o n was a g a i n a d d r e s s e d i n Grace 

v. The O i l C o n s e r v a t i o n Commission, and a g a i n t h e 

C o u r t f o u n d t h a t s t r a i g h t a c r e a g e was okay i f o t h e r 

methods a re n o t p r a c t i c a b l e . 

Mr. Ausburn t e s t i f i e d t o d a y t h a t you can 

p r o r a t e based on d e l i v e r a b i l i t y , or gas i n p l a c e , or 

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

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

p o o l and what was under each t r a c t , or t h e gas i n 

p l a c e i n t h e p o o l and t h e gas i n p l a c e under each 

t r a c t , a l l c o u l d be p r a c t i c a b l y d e t e r m i n e d . 

Here, t h e t r a c t s do have v a r y i n g v a l u e s and 

t h e v a l u e s can be p r a c t i c a b l y d e t e r m i n e d , and under 

New Mexico law and on t h i s r e c o r d you ca n n o t a p p r o v e 

P a r k e r ' s a p p l i c a t i o n . To do so, you v i o l a t e t h e 

d i r e c t i v e o f t h e c o u r t s i n C o n t i n e n t a l and i n Grace. 

T h i s a p p l i c a t i o n must be d e n i e d . I f t h e r e 

i s a p r o b l e m here because t h e y happen t o have w e l l s 

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

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

remedy w h i c h i s i n a p p r o p r i a t e , p r o r a t i o n i n g . 

You can a t t a c k Mr. Stamets f o r n o t h a v i n g 

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

was n ever asked t o do, b u t he has d e m o n s t r a t e d t h a t 

p r o r a t i o n i n g s i m p l y won't w o r k . Over t i m e t h e r e w i l l 
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o n l y be one n o n m a r g i n a l w e l l i n t h e p o o l . The r e s t 

are m a r g i n a l . They p r o d u c e what t h e y can. 

I f t h e b a l a n c e o f t h e market i s d i s t r i b u t e d 

among t h e n o n m a r g i n a l , t h e r e i s o n l y one, and e x c e p t 

f o r t h e f a c t t h a t t h e whole system i s t o r q u e d because 

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

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

p r o r a t i o n i n g r e a l l y won't mean a n y t h i n g a t a l l e x c e p t 

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

of t h e 34 No. 1 w e l l , p r o d u c t i o n t h a t w i l l be made up 

e l s e w h e r e , n o t f r o m t h i s p o o l , because e v e r y w e l l i n 

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

P r e c e d e n t f o r t h i s ? A b s o l u t e l y n o t . There 

i s none. Can you make p r e c e d e n t i n t h i s case? You 

c e r t a i n l y can. You can s e t a p r e c e d e n t , and I wou l d 

s u b m i t a t e r r i b l e p r e c e d e n t , where p r o r a t i o n i n g i s n o t 

a t o o l t o p r e v e n t waste b u t i t becoming o n l y a t o o l t o 

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

You have a s i t u a t i o n where i f y o u ' r e g o i n g 

t o use i t t o p r o t e c t a g a i n s t d r a i n a g e and you t a k e 

t h i s argument t h a t t h e y are a d v a n c i n g t o i t s l o g i c a l 

c o n c l u s i o n s , you won't be a p p l y i n g i t i n cases where 

y o u ' r e l o o k i n g a t t h e b e s t w e l l i n t h e p o o l . Y o u ' l l 

have t o s t a r t l o o k i n g a t t h e w o r s t w e l l i n t h e p o o l 

and p u l l i n g e v e r y t h i n g down t o i t . Because when you 
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a p p l y p r o r a t i o n i n g and t r y and use i t i n t h e c o n t e x t 

o f c o r r e l a t i v e r i g h t s , t h a t ' s where i t l o g i c a l l y t a k e s 

y o u , and you p e n a l i z e w e l l s f o r one rea s o n a l o n e , 

t h a t ' s because t h e r e a r e b e t t e r w e l l s , b e t t e r f o r 

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

r e g u l a t o r y system and a p p l y i n g i t i n an i m p r o p e r way. 

P a r k e r ' s d r i l l i n g c o n t r a c t d i d n ' t work o u t . 

I t d i d n ' t work o u t v e r y w e l l f o r E n r o n , e i t h e r . They 

s t i l l have 85 p e r c e n t o f our w o r k i n g i n t e r e s t i n each 

of t h e s e w e l l s w h i c h we l o n g ago t h o u g h t we wo u l d have 

back. But t o s o l v e t h i s s i t u a t i o n , P a r k e r p r o p o s e s 

r e f o r m a t i o n o f t h e p r o r a t i o n i n g s y s t e m . 

We s i m p l y s u b m i t t h a t t h e o i l and gas 

r e g u l a t i o n s o f t h e S t a t e o f New Mexico a r e n o t a 

c o n t r a c t t h e y a l l o w e d f o r P a r k e r D r i l l i n g Company, and 

t h a t t h e a p p l i c a t i o n has t o be d e n i e d . 

HEARING EXAMINER: Thank y o u , Mr. C a r r . 

Mr. Pearce? 

MR. PEARCE: May i t p l e a s e t h e Exam i n e r , 

P a r k e r D r i l l i n g Company i s an i n t e r e s t owner i n s i x 

w e l l s i n t h e P i t c h f o r k Ranch-Atoka P o o l . Enron's 

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

i n t e r e s t h e l d by P a r k e r D r i l l i n g Company. We've g o t a 

w o r k i n g i n t e r e s t owner, n o n o p e r a t o r , who has f i l e d an 

a p p l i c a t i o n w i t h t h i s D i v i s i o n t o p r o r a t e a p o o l t o 
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p r e v e n t w a s t e . The o n l y e v i d e n c e b e f o r e you i s t h a t 

f a i l u r e t o p r o r a t e t h i s p o o l w i l l cause w a s t e . 

Mr. Ausburn t e s t i f i e d t h a t i n h i s 

p r o f e s s i o n a l , e x p e r t o p i n i o n , i t i s more l i k e l y t h a n 

n o t t h a t i n f a c t waste w i l l , i n f a c t , be p r e v e n t e d , 

t h a t t h e m a r g i n o f e r r o r does n o t e x p l a i n t h e 

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

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

S e c t i o n 7 0 - 2 - 1 6 ( 0 , "Whenever t o p r e v e n t 

waste t h e t o t a l a l l o w a b l e o f n a t u r a l gas f r o m gas 

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

an amount l e s s t h a n t h a t w h i c h t h e p o o l c o u l d 

p r o d u c e . " Yes, as Mr. Stamets s a i d , f o r a p e r i o d o f 

t i m e , p r o d u c t i o n w i l l be r e d u c e d . T h a t i s p r e c i s e l y 

what t h e s t a t u t e e n v i s i o n s t o p r e v e n t w a s t e . 

The o n l y e v i d e n c e i n t h i s r e c o r d i s 

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

no t p r o r a t e d . Mr. Helms, t h e e x p e r t e n g i n e e r i n g 

w i t n e s s f o r E n r o n , d i d n ' t know what t h e i n i t i a l gas i n 

p l a c e , under t h e 320 a c r e s d e d i c a t e d t o t h e 34-1 w e l l , 

was. W e l l , our e n g i n e e r c a l c u l a t e d i t . He c a l c u l a t e d 

about 2.4 b c f on numbers t h a t e s s e n t i a l l y a g r e e d w i t h 

Mr. Helms' numbers. The c u m u l a t i v e p r o d u c t i o n t o d a t e 

of t h e 34-1 w e l l i s 8 b c f i n J u l y . 

They s t a r t out w i t h 2.4 b c f under t h e i r 
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p r o r a t i o n u n i t , t h e y p r o d u c e 8 b c f so f a r , and t h e y ' r e 

s t i l l g o i n g . And t h e y ' r e c a u s i n g w a s t e . P a r k e r 

D r i l l i n g i s an i n t e r e s t owner who wants t o p r o t e c t i t s 

c o r r e l a t i v e r i g h t s and wants t o p r e v e n t waste i n t h e 

p o o l i n g . T h a t ' s what t h e O i l & Gas Act t a l k s about 

d o i n g . 

Mr. Helms d i d n ' t know what t h e r e s e r v e s 

were now. I f you went back r i g h t now and, as an 

a l t e r n a t i v e b a s i s f o r p r o r a t i o n , you p r o r a t e d t h i s 

p o o l on t h e b a s i s o f o r i g i n a l gas i n p l a c e , you wou l d 

have t o p l u g t h e 34-1 w e l l . I t ' s more t h a n t h r e e 

t i m e s t h e r e s e r v e s i t had a v a i l a b l e t o i t t o b e g i n 

w i t h . Enough i s enough. Waste i s o c c u r r i n g . Other 

i n t e r e s t owners i n t h i s p o o l a re b e i n g damaged. 

P r o r a t i o n on s u r f a c e a c r e a g e b a s i s , t h e t r a d i t i o n a l 

method, i s a v a i l a b l e , and w i l l h e l p . 

I n C o n t i n e n t a l O i l , somebody was t r y i n g t o 

go back i n and change a p r o r a t i o n s y s t e m . T h a t ' s n o t 

t h e s i t u a t i o n we've got h e r e . I s some o t h e r p r o r a t i o n 

method p o s s i b l e ? Maybe. Those c a l c u l a t i o n s h a v e n ' t 

been done. They've been done on s u r f a c e - a c r e a g e 

b a s i s . T hat system w i l l p r e v e n t w a s t e , w i l l p r o t e c t 

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

p r o t e c t e d . 

Those a r e t h e two h a l l m a r k s o f O i l 
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C o n s e r v a t i o n D i v i s i o n a u t h o r i t y . I s u b m i t t o t h i s 

r e c o r d t h a t t h e t e s t s have, i n f a c t , been met. T h i s 

p o o l ought t o be p r o r a t e d t o p r e v e n t w a s t e . Thank 

you . 

HEARING EXAMINER: Thank y o u , Mr. P e a r c e . 

Does anybody e l s e have a n y t h i n g f u r t h e r i n Case No. 

9 8 3 8 ?' 

I w o u l d l i k e r o u g h d r a f t s f r o m y o u , Mr. 

P e a r c e , and y o u , Mr. C a r r . What wo u l d be a s u f f i c i e n t 

amount o f t i m e ? 

MR. CARR: 10 d a y s . 

MR. PEARCE: 10 da y s . 

HEARING EXAMINER: 10 days f r o m t o d a y . A 

week f r o m F r i d a y . J a n u a r y 1 2 t h i s a F r i d a y . I s t h a t 

su f f i c i e n t ? 

MR. PEARCE: Okay. 

MR. CARR: T h a t ' s s u f f i c i e n t . 

HEARING EXAMINER: Thank y o u . I n t h a t 

c a se, I ' l l t a k e t h i s case under a d v i s e m e n t p e n d i n g 

r e c e i p t o f t h e rough d r a f t o r d e r s . L e t ' s t a k e about a 

15 - m i n u t e r e c e s s and t h e n w e ' l l f i n i s h up w i t h t h e two 

r e m a i n i n g c a s e s . 
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