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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

APPLICATION OF PACIFIC ENTERPRISES 
OIL COMPANY (USA) FOR COMPULSORY 
POOLING, EDDY COUNTY, NEW MEXICO. 

CASE NO. 10168 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, H e a r i n g E x a m i n e r 

December 19, 1990 
10:52 a.m. 

Sa n t a Fe, New M e x i c o 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e 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 on December 19, 1990, a t 10:52 a.m. 

a 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 C o n f e r e n c e Room, S t a t e 

Land O f f i c e B u i l d i n g , 310 O l d S a n t a Fe T r a i l , S a n t a Fe, 

New M e x i c o , b e f o r e Maureen R. H u n n i c u t t , RPR, C e r t i f i e d 

S h o r t h a n d R e p o r t e r No. 166, f o r t h e S t a t e o f New M e x i c o . 

FOR: OIL CONSERVATION BY: MAUREEN R. HUNNICUTT, RPR 
DIVISION C e r t i f i e d S h o r t h a n d R e p o r t e r 

CSR No. 166 
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I N D E X 
December 19, 1990 
Examiner H e a r i n g 
CASE NO. 10168 

PAGE 
APPEARANCES 3 

APPLICANT PEOC WITNESSES: 
M. CRAIG CLARK 

D i r e c t E x a m ination by Mr. K e l l a h i n 5 

RICK RICKETTS 
D i r e c t E x a m ination by Mr. K e l l a h i n 15-16 
E x a m i n a t i o n by Examiner Stogner 21 

REPORTER'S CERTIFICATE 24 

* * * 

E X H I B I T S 

A P P L I C A N T P A C I F I C ENTERPRISES O I L CO. E X H I B I T 
ID ADMTD 

1 Porcupine Prospect S t r u c t u r e Map 17 21 
B / Lower Morrow Channel 

2 Porcupine Prospect Isopach Map 18 21 
Lower Morrow Channel Clean Sand 

3 Porcupine Prospect S t r a t i g r a p h i c 18 21 
Cross S e c t i o n A - A' 

4 Porcupine Prospect Land P l a t 7 21 

5 Exxon S t a t e 16 #1, Working I n t e r e s t 9 15 
Ownership 

6 L e t t e r , February 14, 1990, t o Working 9 15 
I n t e r e s t Owners, Re: Porcupine Prospect #6140 

7 Memo, To: Ralph Moore, From: J e f f Ryan 11 15 
Date: December 17, 1990, Subj: AFE's 

8 L e t t e r , June 12, 1990, t o PEOC 12 15 
from M i c h a e l R. Goode, D i v i s i o n Landman 

9 L e t t e r , June 21, 1990, t o Mike Goode from 12 15 
M. C r a i g C l a r k 

HUNNICUTT REPORTING 
(505) 982-9 770 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

2 2 

2 3 

24 

2 5 

3 

E X H I B I T S 
( C O N T I N U E D ) 

APPLICANT PACIFIC ENTERPRISES OIL COMPANY EXHIBIT 

10 L e t t e r , J u l y 26, 1990, t o Mike Goode from 13 15 
M. C r a i g C l a r k 

11 L e t t e r , November 7, 1989, t o Exxon Company 13 15 
from M. C r a i g C l a r k , Re: Farmout Request 

12 L e t t e r , December 11, 1989, t o PEOC 13 15 
from Joe B. Thomas 

13 L e t t e r , January 23, 1989, t o Joe B. Thomas, 14 15 
From M. C r a i g C l a r k 

14 L e t t e r , February 7. 1990, t o M. C r a i g C l a r k 14 15 
from Joe B. Thomas, Trades and U n i t i z a t i o n 

15 L e t t e r , February 19, 1990, t o M. C r a i g C l a r k 14 15 
from K a t h r y n A. Neeper 

16 L e t t e r , J u l y 26, 1990, t o Joe Thomas from 14 15 
M. C r a i g C l a r k 

17 Fax Memorandum, Date: November 1, 1990 14 15 
t o W i l l i a m T. Duncan and James Bruce, Esq. 
from W. Thomas K e l l a h i n 

18 L e t t e r , November 1, 1990, t o Joe Thomas 14 15 
from M. C r a i g C l a r k 

19 C e r t i f i c a t e o f M a i l i n g of N o t i c e 22 22 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87501 

FOR THE APPLICANT: KELLAHIN, KELLAHIN & AUBREY 
A t t o r n e y s a t Law 
BY: W. THOMAS KELLAHIN, ESQ. 
117 N o r t h Guadalupe 
Santa Fe, New Mexico 87501 

* * * 

HUNNICUTT REPORTING 
(505) 982-9770 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

2 2 

2 3 

2 4 

2 5 

5 

EXAMINER STOGNER: Okay. C a l l t h e n e x t c a s e , 

No. 10168. 

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

O i l Company (USA) f o r c o m p u l s o r y p o o l i n g , Eddy C o u n t y , 

New M e x i c o . 

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

MR. KELLAHIN: Mr. E x a m i n e r , I'm Tom K e l l a h i n o f t h e 

Sa n t a Fe l a w f i r m o f K e l l a h i n , K e l l a h i n & A u b r e y , 

a p p e a r i n g on b e h a l f o f t h e a p p l i c a n t ; and I have t w o 

w i t n e s s e s t o be s w o r n . 

EXAMINER STOGNER: A r e t h e r e any o t h e r a p p e a r a n c e s ? 

(No r e s p o n s e . ) 

EXAMINER STOGNER: T h e r e b e i n g none, w i l l t h e 

w i t n e s s e s p l e a s e r i s e t o be sworn? 

(The w i t n e s s e s were d u l y s worn.) 

MR. KELLAHIN: My f i r s t w i t n e s s i s Mr. C r a i g C l a r k . 

He's a p e t r o l e u m landman w i t h P a c i f i c . 

M. CRAIG CLARK, 

t h e W i t n e s s h e r e i n , h a v i n g been f i r s t d u l y s w o r n , was 

exa m i n e d and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. C l a r k , f o r t h e r e c o r d w o u l d y o u p l e a s e 

s t a t e y o u r name and o c c u p a t i o n ? 

A. My name i s C r a i g C l a r k . I'm a p e t r o l e u m 
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landman f o r P a c i f i c E n t e r p r i s e s O i l Company (USA). 

Q. Mr. C l a r k , were you assig n e d t h e 

r e s p o n s i b i l i t i e s as a p e t r o l e u m landman on b e h a l f o f your 

company t o a t t e m p t on a v o l u n t a r y b a s i s t o c o n s o l i d a t e t h e 

acreage f o r t h e d r i l l i n g o f t h e s u b j e c t w e l l ? 

A. I was. 

Q. Have you made a stu d y o f and are you f a m i l i a r 

w i t h t h a t ownership? 

A. Yes, I am. 

Q. And under your d i r e c t i o n and s u p e r v i s i o n have 

you communicated w i t h a l l t h e w o r k i n g i n t e r e s t owners i n 

an a t t e m p t t o d e r i v e t h e i r agreement on p a r t i c i p a t i o n ? 

A. Yes, I have. 

MR. KELLAHIN: We t e n d e r Mr. C l a r k as an e x p e r t 

p e t r o l e u m landman. 

EXAMINER STOGNER: Mr. C l a r k i s so q u a l i f i e d . 

Mr. K e l l a h i n , b e f o r e we go any f u r t h e r --

MR. KELLAHIN: Sure. 

EXAMINER STOGNER: -- i n t h i s one, we need t o c l a r i f y 

a few t h i n g s . Wasn't t h e Fren-Pennsylvanian gas p o o l t h e 

s u b j e c t o f a case and an o r d e r s e v e r a l weeks ago? 

MR. KELLAHIN: E x a c t l y r i g h t , Mr. Examiner. The 

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

changed them from 160 t o 3 2 0; and you d i d t h a t by o r d e r 

No. R-9333. Here's a copy o f t h a t o r d e r . 
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EXAMINER STOGNER: Okay. I ' l l t a k e a d m i n i s t r a t i v e 

n o t i c e o f Order R-9333. And t h a t p a r t i c u l a r o r d e r made 

t h e Fren Pennsylvanian gas p o o l who had -- t h a t was be i n g 

developed on 160-acre s p a c i n g now i n l i n e w i t h t h e 

s t a t e w i d e 320-acre s p a c i n g p u r s u a n t t o t h e g e n e r a l r u l e ; 

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

MR. KELLAHIN: That's c o r r e c t ; r i g h t . You may 

remember, t h e r e were two d i f f e r e n t cases g o i n g on a t t h e 

same t i m e , t h e Anderson-Penn, we f r o z e t h e 160 t o i t s 

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

320 . 

The Fren p o o l , t h i s one we're d e a l i n g w i t h now, 

we changed t h e r u l e f o r t h e e n t i r e p o o l . 

EXAMINER STOGNER: Okay. I remember those two. I 

f o r g o t which one was which. I wanted t o make sure t h a t 

was c l e a r . 

W i t h t h a t , you may proceed. 

Q. (By Mr. K e l l a h i n ) Mr. C l a r k , l e t me d i r e c t 

your a t t e n t i o n t o what i s marked as P a c i f i c E x h i b i t No. 4. 

I d e n t i f y and d e s c r i b e t h a t f o r us. 

A. That i s a p l a t o f t h e l a n d ownership f o r our 

p a r t i c u l a r p r o r a t i o n u n i t f o r t h e east h a l f o f S e c t i o n 16. 

Th i s i s f o r t h e deeper r i g h t s . That i s what we're 

p r i m a r i l y i n t e r e s t e d i n , t h e Morrow f o r m a t i o n . 

The s o u t h e a s t q u a r t e r i s owned a hundred 
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p e r c e n t by Exxon. The west h a l f o f t h e n o r t h e a s t q u a r t e r , 

P a c i f i c owns 75 p e r c e n t . Fina O i l & Chemical owns t h e 

o t h e r 25 p e r c e n t . We have secured a farmout from them. 

And Anadarko owns a hundred p e r c e n t o f t h e n o r t h e a s t 

n o r t h e a s t . They have i n d i c a t e d t h e y ' l l p a r t i c i p a t e ; 

however, we have n o t h i n g s i g n e d by them a t t h i s p o i n t ; 

annual Matador Petroleum owns t h e s o u t h e a s t n o r t h e a s t , and 

we have secured a farmout from them. 

So t h e two people we're l o o k i n g t o p o o l i n t h i s 

case are Exxon and Anadarko. 

EXAMINER STOGNER: Excuse me. While we're on 

E x h i b i t 4, t h e n t h e 320-acre p r o r a t i o n u n i t , 50 p e r c e n t i s 

owned by Exxon? 

THE WITNESS: Yes, s i r . They own t h e e n t i r e 

s o u t h e a s t q u a r t e r . 

EXAMINER STOGNER: And ARCO has 12-1/2 pe r c e n t ? 

THE WITNESS: Yes, s i r . 

EXAMINER STOGNER: And those are t h e two i n t e r e s t s 

which you are f o r c e p o o l i n g today? 

THE WITNESS: Yes. 

EXAMINER STOGNER: Okay. Mr. K e l l a h i n . 

MR. KELLAHIN: Thank you, Mr. Examiner. 

Q. (By Mr. K e l l a h i n ) You've i d e n t i f i e d t h e 

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

Mr. C l a r k . I d e n t i f y t h e v e r t i c a l i n t e r v a l s you are 
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see k i n g t o p o o l from t h e t o p o f t h e Wolfcamp --

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

Q. - - t o t h e base o f t h e Pen n s y l v a n i a f o r t h e 

deep-gas, 320 s p a c i n g . 

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

Q. And t h e p r i m a r y t a r g e t o f t h e w e l l i s g o i n g t o 

be t h e Morrow? 

A. That's r i g h t . 

Q. The approximate l o c a t i o n o f t h e w e l l , i s t h a t 

shown on your d i s p l a y ? 

A. I t i s . We're go i n g t o d r i l l t h e w e l l 1,980 

from t h e n o r t h and 1,980 from t h e e a s t . 

Q. L e t ' s s e t t h a t a s i d e f o r a moment and t u r n t o 

next E x h i b i t No. 5. 

A. E x h i b i t 5 shows t h e same t h i n g as b a s i c a l l y on 

the l a n d p l a t , has t h e p a r t i e s and t h e i n t e r e s t t h e y own, 

and t h e n i t has t h e i r e l e c t i o n o f what t h e y have done f o r 

t h i s w e l l . 

Q. Okay. I d e n t i f y f o r us what was your f i r s t 

w r i t t e n communication t o any o f t h e w o r k i n g i n t e r e s t 

owners t o f i r s t propose t h i s w e l l . 

A. W e l l , t o a l l t h e w o r k i n g i n t e r e s t owners, we 

f o r m a l l y proposed t h e w e l l , February 1 4 t h , and t h a t ' s 

shown on my E x h i b i t No. 6. We enclo s e d a copy o f t h e AFE 

and asked them t o e i t h e r j o i n or farm o ut t h e i r i n t e r e s t . 
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Q. What, i f any, response d i d you r e c e i v e from any 

of t h e s e p a r t i e s f o l l o w i n g your February 14, 1990, l e t t e r ? 

A. W e l l , we had no response from Exxon t o t h a t 

s p e c i f i c l e t t e r . Exxon has -- We s t a r t e d communicating 

w i t h Exxon i n November o f 1989, r e q u e s t i n g a f a r m o u t . 

Those are shown f u r t h e r on i n here w i t h some o t h e r 

e x h i b i t s . 

Q. A l l r i g h t . W e ' l l come t o t h o s e . 

A. And t h e o t h e r companies — Anadarko has 

i n d i c a t e d t h e y are w i l l i n g t o j o i n ; however, as I've s a i d , 

we have not secured them e i t h e r , p r e p a y i n g t h e i r c o s t s or 

s i g n i n g a JOA. 

Q. I n your e a r l i e r communications, d i d you send 

these proposed w o r k i n g i n t e r e s t owners an AFE f o r t h e 

w e l l ? 

A. Yes, we d i d . 

Q. I s t h a t t h e AFE a t t a c h e d as t h e l a s t document 

t o E x h i b i t No. 6? 

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

Q. That AFE shows a date o f a p p r o x i m a t e l y February 

of 1990? 

A. That's c o r r e c t . We have gone back here 

r e c e n t l y . There's been an i n c r e a s e i n t h e c o s t s o f 

d r i l l i n g w e l l s here t h e l a s t few y e a r s ; however, when t h i s 

AFE was p r e p a r e d , i t was prepa r e d a t $21 a f o o t , and we 
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f i n d t h a t we're s t i l l a b l e t o d r i l l w e l l s i n t h i s g e n e r a l 

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

Q. What have you done t o s a t i s f y y o u r s e l f t h a t 

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

reasonabl e e s t i m a t e i n terms o f c u r r e n t c o s t s f o r th o s e 

items — 

A. These AFEs, we have gone back t o our o p e r a t i o n s 

i n -- our department which prepares t h e s e AFEs. They have 

gone back and looked a t t h e w e l l s t h a t we are c u r r e n t l y --

We spudded a w e l l a p p r o x i m a t e l y t h r e e weeks ago. We're 

pa y i n g $20.75 c e n t s a f o o t t o have t h a t w e l l d r i l l e d , and 

th e y a l s o used o u t s i d e c o n s u l t a n t s t o g e t a d i f f e r e n t view 

on t h e c o s t s f o r d r i l l i n g those w e l l s , and t h e y f e e l t h a t 

t h ese c o s t s are j u s t s t i l l r e a s o n a b l e , even though t h e AFE 

i s a lmost a year o l d . 

Q. Have you had t h a t i n f o r m a t i o n summarized and 

pu t i n w r i t i n g ? 

A. Yes, t h a t i s shown on E x h i b i t No. 7. 

Q. Okay. Have you had any o b j e c t i o n from any o f 

the proposed w o r k i n g i n t e r e s t owners as t o your AFE costs? 

A. No, we have n o t . 

Q. Has anyone o b j e c t e d t o P a c i f i c b e i n g t h e 

o p e r a t o r ? 

A. No, t h e y have n o t . 

Q. Anyone o b j e c t e d t o t h e w e l l l o c a t i o n ? 
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A. No. 

Q. The o r i e n t a t i o n o f t h e sp a c i n g u n i t ? 

A. No, t h e y have n o t . 

Q. Any t h i n g ? 

A. No. 

Q. L e t ' s go t o E x h i b i t -- What's t h a t ? 

A. E x h i b i t No. 8 i s j u s t a l e t t e r from Anadarko 

where t h e y have i n d i c a t e d t h a t t h e y are w i l l i n g t o j o i n , 

s u b j e c t t o an o p e r a t i n g agreement and e x e c u t i o n o f AFE. 

I' v e been i n v e r b a l c o n t a c t w i t h Anadarko, th e y 

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

i n t h e w e l l . They r e a l i z e t h e y s t i l l a re -- t h a t we are 

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

o u t a d e a l w i t h us p r i o r t o our a c t u a l l y spudding t h e 

w e l l . 

Q. I n t h e u n f o r t u n a t e event t h a t t h a t doesn't 

occur, t h e n would you ask t h e Examiner t o be a b l e t o 

u t i l i z e t h e p o o l i n g o r d e r , t h e n , a g a i n s t t h a t company so 

you can go ahead w i t h t h e w e l l ? 

A. Yes, s i r . 

Q. Okay. E x h i b i t No. 9, what's t h a t ? 

A. E x h i b i t No. 9 i s j u s t correspondence where we 

had sent them t h e d r i l l i n g t i t l e o p i n i o n s and t h e AFE, 

t h a t t h e y wanted i n a l i t t l e more i n depth o f our c o s t s . 

Q. Okay. E x h i b i t 10. 
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A. E x h i b i t 10 i s j u s t a l e t t e r when we were 

u p d a t i n g t h e Anadarko, t h e s t a t u s . T h i s i s back when we 

d i d have t o go back i n and a p p l y f o r a change i n f i e l d 

r u l e s , and we were j u s t t r y i n g t o keep them a p p r i s e d o f 

th e s t a t u s o f t h i s w e l l . 

Q. Have you t i m e l y and f a i r l y responded t o 

Anadarko's r e q u e s t f o r i n f o r m a t i o n by which t h e y t h e n 

c o u l d make d e c i s i o n s on p a r t i c i p a t i o n ? 

A. Yes, we have. 

Q. L e t ' s t u r n now t o Exxon. 

A. Okay. 

Q. Summarize f o r us by use o f these proposed 

e x h i b i t s your e f f o r t s t o g e t Exxon t o p a r t i c i p a t e . 

A. Okay. W e l l , E x h i b i t 11 i s our f i r s t r e q u e s t 

f o r t h e far m o u t . As I say, i t was November 1989, and t h i s 

was b e f o r e we had proposed a w e l l . We had j u s t gone i n 

and r e q u e s t e d a farmout of t h e i r i n t e r e s t . 

Q. Okay. E x h i b i t 12? 

A. E x h i b i t 12, where t h e y t u r n e d us down on t h a t 

r e q u e s t . 

E x h i b i t 13 i s we, a g a i n , proposed a w e l l i n 

January. I t says '89; however, we hadn't changed t h e 

d a t e ; i t s h o u l d be January, 1990. And we aga i n r e q u e s t e d 

a farmout o f t h e i r i n t e r e s t . 

E x h i b i t 14, t h e y a g a i n d e c l i n e d t o farm o ut 

HUNNICUTT REPORTING 
(505) 982-9770 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

2 2 

2 3 

24 

25 

14 

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

Then E x h i b i t 15 i s a l e t t e r i n response t o our 

f o r m a l p r o p o s a l , which was our E x h i b i t No. 6, where we 

f o r m a l l y proposed t h e w e l l t h e n and asked them t o j o i n or 

farm o u t t h e n . 

E x h i b i t 16 i s i n J u l y when we had t o go back 

i n , and we a n t i c i p a t e d g o i n g i n and f o r c e our -- f o r c e 

p o o l i n g back i n J u l y . That's when t h e q u e s t i o n o f t h e 

f i e l d r u l e s came up. We communicated w i t h Exxon t h e n and 

t o l d them we were g o i n g t o go back and change t h e f i e l d 

r u l e s t o 320-acre s p a c i n g . Then we aga i n asked them t o 

j o i n t h e d r i l l i n g o f t h e w e l l . There was no response t o 

t h a t . 

And t h e n E x h i b i t 17 i s a l e t t e r from K e l l a h i n ' s 

f i r m t o Exxon t h a t was w r i t t e n a f t e r t h e o r d e r changing 

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

t o h e a r i n g f o r compulsory p o o l i n g . 

And E x h i b i t No. 18 i s my l e t t e r t o t h e landman 

of Exxon, s a y i n g b a s i c a l l y t h e same t h i n g , t h a t we had 

r e c e i v e d an o r d e r changing t h e f i e l d r u l e s , and we would 

l i k e f o r Exxon t o j o i n a g a i n . 

Q. I n your o p i n i o n , Mr. C l a r k , have you g i v e n 

Exxon a f a i r and reasonab l e o p p o r t u n i t y t o v o l u n t a r i l y 

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

A. Yes, s i r , we have. 
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Q. And i n t h e event t h e y e l e c t n o t t o do so on a 

v o l u n t a r y b a s i s , do you need t h e a s s i s t a n c e o f a p o o l i n g 

o r d e r i n o r d e r t o accomplish t h e d r i l l i n g o f t h i s w e l l ? 

A. Yes. 

Q. What do you recommend t o t h e Examiner t h a t he 

u t i l i z e f o r overhead r a t e s i n t h e p o o l i n g order? 

A. For d r i l l i n g w e l l r a t e s we would l i k e t o use 

$5,500. For p r o d u c i n g w e l l r a t e s , we would l i k e t o use 

$540. Both o f those are i n l i n e w i t h E r n s t & Young f o r 

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

MR. KELLAHIN: That concludes my e x a m i n a t i o n o f 

Mr. C l a r k . We would move t h e i n t r o d u c t i o n o f h i s e x h i b i t s 

1 t h r o u g h 18 I'm s o r r y -- 4 t h r o u g h 18. 

EXAMINER STOGNER: E x h i b i t s 4 t h r o u g h 18 w i l l be 

a d m i t t e d i n t o evidence. 

( A p p l i c a n t PEOC E x h i b i t s 4 t h r o u g h 18 

were a d m i t t e d i n t o evidence.) 

EXAMINER STOGNER: I have no q u e s t i o n s o f t h i s 

w i t n e s s . You may be excused. 

Mr. K e l l a h i n . 

MR. KELLAHIN: I would l i k e t o c a l l Mr. Ric k 

R i c k e t t s . Mr. R i c k e t t s i s a p e t r o l e u m g e o l o g i s t 

t e s t i f y i n g on b e h a l f o f P a c i f i c . 

RICK RICKETTS, 

th e Witness h e r e i n , h a v i n g been p r e v i o u s l y d u l y sworn, was 
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examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

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

s t a t e your name and occup a t i o n ? 

A. My name i s Rick R i c k e t t s . I'm a p e t r o l e u m 

g e o l o g i s t f o r P a c i f i c E n t e r p r i s e s O i l Company. 

Q. Mr. R i c k e t t s , on p r i o r occasions have you 

t e s t i f i e d as a p e t r o l e u m g e o l o g i s t b e f o r e 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. And are you f a m i l i a r w i t h t h e mechanics o f t h e 

r i s k f a c t o r p e n a l t y component o f t h e f o r c e d - p o o l i n g 

o r d e r s ? 

A. Yes, I am. 

Q. Wi t h t h e percentages and how t h a t i s handled? 

A. Yes, I am. 

Q. And you've t e s t i f i e d on t h a t s u b j e c t b e f o r e i n 

terms o f t h e g e o l o g i c r i s k i n v o l v e d i n p o o l i n g cases? 

A. Yes, I have. 

Q. A l l r i g h t . Have you made such a g e o l o g i c 

assessment w i t h r e g a r d s t o t h i s w e l l and reached any 

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

A. Yes, I have. 

MR. KELLAHIN: We t e n d e r Mr. R i c k e t t s as an e x p e r t 
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p e t r o l e u m g e o l o g i s t . 

EXAMINER STOGNER: Mr. R i c k e t t s i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) What i s your o p i n i o n ? 

A. My o p i n i o n i s we sho u l d g e t t h e maximum 

nonconsent p e n a l t y on t h i s w e l l . 

Q. L e t ' s t u r n t o your E x h i b i t No. 1 and have you 

t e l l us how you reached t h a t c o n c l u s i o n . 

A. Okay. E x h i b i t No. 1 i s a s t r u c t u r e map, 

co n t o u r e d on t h e base o f t h e Lower Morrow s h a l e t o t h e 

prominent s h a l e marker w i t h i n t h e Morrow f o r m a t i o n t h a t I 

used t o do my c o n t o u r i n g on. Contour i n t e r v a l was a 

5 0 - f o o t c o n t o u r i n t e r v a l . A l l t h e deep p e n e t r a t i o n s , 

Morrow p e n e t r a t i o n s i n Township 17 South, 31 East are 

i n d i c a t e d on here. 

I might add, a l l t h e s h a l l o w w e l l s have not 

been i n c l u d e d on t h i s map. 

Q. Re f r e s h t h e examiner's r e c o l l e c t i o n . I d e n t i f y 

f o r him t h e w e l l s t h a t were spaced onto 160 when we were 

d e a l i n g w i t h Fren-Penn p o o l on 160 gas, p l e a s e . 

A. I t would be t h e S k e l l y w e l l on S e c t i o n 15, t h e 

S k e l l y w e l l i n S e c t i o n 21 and a l s o a S k e l l y w e l l on 

S e c t i o n 2 2. 

Q. I n f a c t , t h a t ' s a l l o f t h e p r o d u c i n g w e l l s 

a v a i l a b l e under t h e r u l e s as we changed them t h i s summer? 

A. That's c o r r e c t . 
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Q. L e t ' s go t o E x h i b i t No. 2. I d e n t i f y t h a t 

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

A. Okay. E x h i b i t No. 2 i s an isopach map o f t h e 

Lower Morrow channel . I t ' s a Queen Sand i s o p a c h . Lower 

Morrow channel i s t h e main p r o d u c i n g h o r i z o n i n t h i s 

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

a l l t h r e e o f t h e S k e l l y w e l l s i n Fren-Penn f i e l d . 

Q. Show us how you have de t e r m i n e d t h e g e o l o g i c 

o b j e c t i v e f o r your w e l l i n t h e ea s t h a l f o f 16 i n terms of 

l o c a t i n g t h a t w e l l i n 16. 

A. Okay. I f e e l t h e Lower Morrow channel i s a 

n o r t h e a s t -- or n o r t h -- excuse me -- n o r t h w e s t s o u t h e a s t 

t r e n d i n g f l u v i a l system. The t h r e e p r e v i o u s l y mentioned 

S k e l l y w e l l s i n S e c t i o n s 15, 21 and 22 p e n e t r a t e d t h a t 

zone, are p r o d u c t i v e o ut o f t h a t zone. 

There was another S k e l l y w e l l i n t h e s o u t h e a s t 

c o r n e r o f S e c t i o n 22 t h a t a l s o encountered t h e same sand 

and was wet i n t h a t zone. 

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

o r i e n t a t i o n o f t h e sand f a i r w a y . The S i n c l a i r up i n 

S e c t i o n 4 missed t h a t zone; and aga i n I t h i n k i t ' s --

a l t h o u g h i t ' s a zero p o i n t , i t does k i n d o f g i v e you an 

i n d i c a t i o n o f how t h e o r i e n t a t i o n o f t h e sand does t r e n d . 

Q. L e t ' s go t o E x h i b i t 3 and see how t h e cr o s s 

s e c t i o n f i t s i n t o t h e iso p a c h . 
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A. Okay. T h i s i s a s t r a t i g r a p h i c c r o s s s e c t i o n , 

hung on t h e base o f t h e Lower Morrow s h a l e , runs from 

S e c t i o n 21 t h r o u g h S e c t i o n 22 t h r o u g h S e c t i o n 15 i n a 

n o r t h e a s t - s o u t h w e s t d i r e c t i o n . As you can see, on t h e 

w e l l i n S e c t i o n 22 where t h e t h i c k e s t sand i s encountered 

i n t h e Lower Morrow channel, t h e o t h e r two zones are much 

t h i n n e r , i n d i c a t i n g t o go -- on t h e f e a t h e r edge o f t h e 

channel f a i r w e l l ( p h o n e t i c a p p r o x i m a t i o n ) . 

Q. Let me ask you some q u e s t i o n s about t h e 

comparisons between E x h i b i t s 2 and 3. When we l o o k a t t h e 

w e l l i n S e c t i o n 15, t h e r e ' s a w e l l on t h e Lower Morrow 

iso p a c h w i t h 8 f e e t ? 

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

Q. And i t ' s g o t 4.5 bcf? 

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

Q. When we l o o k a t t h e c r o s s s e c t i o n , where d i d 

t h e gas come from? 

A. W e l l , i t p r o b a b l y came -- w e l l , i t o b v i o u s l y 

came o u t o f t h e same channel system. I t p r o b a b l y -- t h a t 

w e l l had p r o b a b l y a l i t t l e b e t t e r p e r m e a b i l i t y p o r o s i t y 

t h a n t h e o t h e r w e l l s , and t h e r e f o r e , i t p r o b a b l y d r a i n e d a 

l a r g e r area t h a n t h e o t h e r two w e l l s . 

These b e i n g v e r y o l d l o g s , i t ' s h a r d t o 

de t e r m i n e , you know, an exa c t amount o f p o r o s i t y and 

p e r m e a b i l i t y t h e w e l l has. However, based on t h e f a c t 
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t h a t i t ' s had a c t u a l l y l e s s sand t h a n t h e o t h e r w e l l s , I 

would assume i t had b e t t e r p e r m e a b i l i t y and b e t t e r 

p o r o s i t y and t h e r e f o r e had a b e t t e r d r a i n a g e r a t i o . 

Q. When we l o o k a t t h e w e l l i n 22 i n t h e n o r t h w e s t 

q u a r t e r , you've g o t 21 f e e t o f t h a t and j u s t under a b c f 

of gas? 

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

Q. How do you e x p l a i n t h a t g e o l o g i c a l l y ? 

A. W e l l , g e o l o g i c a l l y , j u s t as I mentioned i n t h e 

w e l l i n S e c t i o n 15, you have a t h i c k e r sand, b u t p r o b a b l y 

l e s s p e r m e a b i l i t y and l e s s p o r o s i t y and t h e r e f o r e a l e s s 

e f f e c t i v e r e s e r v o i r . 

Q. What does t h a t do f o r your a b i l i t y t o p r e d i c t 

t h e r i s k i n v o l v e d i n l o c a t i n g o i l i n 16? 

A. W e l l , b a s i c a l l y what i t t e l l s you, i t ' s a 

f a i r l y h i g h r i s k d e a l . I f e e l we're g o i n g t o be r i g h t i n 

t h e m i d d l e o f t h e channel t h e r e i n S e c t i o n 16, b u t you 

know, t h e q u e s t i o n i s : How good o f a sand i s i t g o i n g t o 

be? We're g o i n g t o be t h e r e , i t ' s j u s t w i l l i t have an 

e f f e c t on p o r o s i t y and p e r m e a b i l i t y . 

Q. And your next c o n t r o l p o i n t as you move t o t h e 

n o r t h i s t h e o l d S i n c l a i r w e l l up i n 4? 

A. That's c o r r e c t . And i t d i d not have any of 

t h a t p a r t i c u l a r channel i n t h e r e . 

Q. So — 
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A. That, I t h i n k , i s a n o t h e r reason t h a t makes 

t h i s somewhat o f a r i s k y p r o s p e c t . The f a c t t h a t i t ' s 

v e r y p o o r l y c o n t r o l l e d . We e s s e n t i a l l y have r e a l l y o n l y 

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

base t h e o r i e n t a t i o n o f t h e sand body on. 

Q. Would you recommend t o t h e Examiner t h a t he 

assess t h e maximum 200 p e r c e n t r e s p e c t i v e p e n a l t y f o r t h i s 

w e l l ? 

A. Yes, I would. 

Q. Were E x h i b i t s 1, 2 and 3 pre p a r e d by you? 

A. Yes, s i r . 

MR. KELLAHIN: We move t h e i r i n t r o d u c t i o n . 

EXAMINER STOGNER: E x h i b i t s 1, 2 and 3 w i l l be moved 

i n t o e v idence. 

( A p p l i c a n t PEOC E x h i b i t s 1 t h r o u g h 3 

were a d m i t t e d i n t o evidence.) 

MR. KELLAHIN: That concludes my e x a m i n a t i o n of 

Mr. R i c k e t t s . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. The a p p l i c a t i o n i s e v e r y t h i n g from t h e t o p of 

th e Wolfcamp down, but t h i s Morrow sand i n t h e Fren-Penn 

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

A. There down i n S e c t i o n 32, t h e r e i s a -- excuse 

me -- S e c t i o n 30, I'm s o r r y . S e c t i o n 30, t h e r e i s some 
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p r o d u c t i o n o u t o f t h e Atoka and o u t o f t h e Cisco. The 

Morrow i s t h e main o b j e c t i v e on t h i s p r o s p e c t , yes. 

EXAMINER STOGNER: I have no f u r 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 . 

Are t h e r e any o t h e r q u e s t i o n s o f Mr. R i c k e t t s ? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: I f n o t , he may be excused. 

A n y t h i n g f u r t h e r i n Case No. 10168? I f not --

MR. KELLAHIN: I need t o submit t h e c e r t i f i c a t e s . I 

a p o l o g i z e . I almost o v e r l o o k e d t h a t . We're up t o 19 f o r 

t h e n e x t e x h i b i t number? 

( A p p l i c a n t PEOC E x h i b i t 19 

was marked f o r i d e n t i f i c a t i o n . ) 

MR. KELLAHIN: Mr. Examiner, E x h i b i t 19 i s our 

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

poo l e d . We move i t s i n t r o d u c t i o n , Mr. Examiner, 

EXAMINER STOGNER: E x h i b i t 19 w i l l be a d m i t t e d i n t o 

evidence. 

( A p p l i c a n t PEOC E x h i b i t 19 

was a d m i t t e d i n t o evidence.) 

EXAMINER STOGNER: I s t h e r e a n y t h i n g f u t u r e i n t h i s 

case? 

MR. KELLAHIN: That w i l l conclude i t . 

EXAMINER STOGNER: Th i s case w i l l be t a k e n under 

advisement. 
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(The f o r e g o i n g h e a r i n g was c o n c l u d e d a t t h e 

a p p r o x i m a t e h o u r o f 11:18 a.m.) 

* * * 

i cio hiL."r.;y certify that J-ha (orsoolnq is 
a corr:?-'--;- r:rord ortho .-• r • • :-s 
t i j v . ii;;.:r.er scaring o; C.-;s? r: 

:y • 
^ f ^ ^ . Examiner 

Oil Conservation Division 
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