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MR. STOGNER: The hearing w i l l 

:ome t o order. 

We'll c a l l next Case 8558, 

tfhich i s the a p p l i c a t i o n of HNG O i l Company f o r compulsory 

pooling, Eddy County, New Mexico. 

MR. CARR: Mr. Stogner, my name 

i s W i l l i a m F. Carr w i t h the law f i r m Campbell & Black, P. 

A., of Santa Fe. We represent HNG O i l Company. 

We would request a t t h i s time 

t h a t t h i s case be consolidated w i t h the a p p l i c a t i o n of Texa­

co, Inc., i n Case 8580. Both a p p l i c a t i o n s i n v o l v e p o o l i n g 

of a 320-acre Pennsylvanian u n i t i n Section 18, Township 24 

South, Range 29 East. 

MR. STOGNER: Are there any — 

I'm s o r r y . 

MR. BATEMAN: Ken Bateman, of 

White, Koch, K e l l y , and McCarthy, representing Texaco Produ­

c i n g , Inc. 

We have no o b j e c t i o n t o consol­

i d a t i o n of these two cases. 

MR. STOGNER: I n t h a t case we 

w i l l now c a l l Case 8580, which i s the a p p l i c a t i o n of Texaco 

Producing, Incorporated, f o r compulsory p o o l i n g , Eddy Coun­

t y , New Mexico. 
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This case, along w i t h Case 8558 

w i l l be consolidated t h i s morning f o r purposes of testimony. 

At t h i s time I w i l l c a l l f o r 

appearances i n 8580. 

MR. CARR: Wi l l i a m F. Carr, 

representing HNG. 

MR. BATEMAN: Ken Bateman, 

White, Koch, K e l l y , and McCarthy, appearing f o r Texaco 

Producing, Inc. 

MR. STOGNER: Are there any 

other appearances i n e i t h e r one of these cases? 

W i l l the witnesses — are there 

any witnesses? 

MR. BATEMAN: Yes, I have two. 

MR. CARR: And I have two. 

MR. STOGNER: W i l l they a l l 

stand and be sworn at t h i s time? 

(Witnesses sworn.) 

MR. STOGNER: Mr. Carr, since 

you are w i t h Case 8558, and t h a t was the f i r s t one f i l e d , 

you may proceed. 

MR. CARR: At t h i s time I would 

c a l l Craig Duke. 
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CRAIG DUKE, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q W i l l you s t a t e your f u l l name and place 

of residence? 

A Craig Duke, Midland, Texas. 

Q Mr. Duke, by whom are you employed and i n 

what capacity? 

A HNG O i l Company. 

Q Have you — and how are you employed by 

HNG? 

A As a landman. 

Q Have you p r e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n or one of i t s examiners? 

A No, s i r , I have not. 

Q Would you summarize f o r Mr. Stogner your 

educational background and your work experience? 

A I graduated from Pecos High School and 

attended the U n i v e r s i t y of Texas a t Au s t i n , where I received 

a BA w i t h s p e c i a l i z a t i o n i n petroleum land management. 

I then went t o work f o r Exxon Corporation 
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hen i n June of 19 80 went t o work f o r HNG O i l Company; have 

een there ever since. 

Q When d i d you receive your degree? 

A When? I n 1978. 

Q 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 of 

NG f i l e d i n t h i s case? 

A Yes, s i r . 

Q Are you f a m i l i a r w i t h the subject area 

nd the proposed w e l l ? 

A Yes, s i r , I am. 

MR. CARR: Are the witness' 

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

MR. STOGNER: Yes, they are. 

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

MR. STOGNER: Mr. Duke i s so 

u a l i f i e d . 

Q Mr. Duke, w i l l you b r i e f l y s t a t e what HNG 

eeks i n t h i s case? 

A We are seeking t o pool the west h a l f of 

e c t i o n 18 of Township 24 South, Range 29 East, Eddy County, 

ew Mexico. 

We're going t o d r i l l a w e l l a t a standard 

ocat i o n thereon. I be l i e v e our overhead and a d m i n i s t r a t i v e 

osts are i n l i n e . We wish t o be designated as operator of 
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a i d w e l l , and we would l i k e the i m p o s i t i o n of a r i s k penal-

Y-

Q Have you prepared c e r t a i n e x h i b i t s f o r 

n t r o d u c t i o n i n t h i s case? 

A Yes, s i r , I have. 

Q Would you r e f e r t o what's been marked f o r 

d e n t i f i c a t i o n as HNG E x h i b i t Number One, i d e n t i f y t h i s and 

eview i t f o r Mr. Stogner? 

A E x h i b i t Number One i s j u s t a land p l a t 

md what i t b a s i c a l l y shows i n red i s the p r o r a t i o n u n i t 

>roposed by HNG, along w i t h the w e l l l o c a t i o n of the Fort 18 

'ederal Com No. 1, being 1980 from the n o r t h l i n e and 885 

:rom the west l i n e , which i s a standard l o c a t i o n f o r a west 

l a l f u n i t . 

B a s i c a l l y , the s o l i d yellow acreage i s 

ING's leasehold. 

The dashed, or the h o r i z o n t a l , diagonal 

.ines designate farmout t o HNG, and then the green acreage 

_s the Getty/Texaco acreage i n v o l v e d . 

We c u r r e n t l y plan t o d r i l l the Fort Well 

:o a depth of 12,400 f o o t t o encounter the Atoka Sands and 

:he p l a t so designates the ownership. 

Q Have you moved t h i s w e l l l o c a t i o n ? 

A Yes, s i r , we have. O r i g i n a l l y the loca-

:ion was 1980 from the south, 660 from the west. We went 
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out t o survey i t and a t t h a t p a r t i c u l a r p o i n t i n time, be­

cause the Pecos River runs r i g h t through t h e r e , which i s not 

shown i n t h i s map, we had t o move i t t o the n o r t h along w i t h 

our — the other witness t o t e s t i f y w i l l give the geologic 

reasons of t h a t . 

We moved i t 1980 from the n o r t h l i n e and 

660 from the west and a t t h a t same p o i n t of the surveying 

date, around March the 7th, thereabouts, there was an a l f a l ­

f a f i e l d out there and the farmer d i d n ' t want us t o get i n 

t h a t , so we moved i t t o 885 from the west. 

Q I s t h i s s t i l l a standard l o c a t i o n ? 

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

Q What i s the c u r r e n t status of the Fort 18 

Federal Com No. 1 Well? 

A We have d r i l l e d the Fort Federal Com 18 

No. 1 Well t o a depth of 10,650 f o o t and have set 7-inch 

intermediate casing. 

We have moved the r i g o f f on or about Ap­

r i l the 20th of 1985 and are c u r r e n t l y w a i t i n g pending the 

outcome of t h i s hearing whenever t o f i n i s h d r i l l i n g t h a t 

w e l l . 

Q What i s the status of the east h a l f of 

the northeast quarter of 18? 

A I t i s open Federal acreage. 

Q Are there other recent w e l l s i n the area 
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which are not shown on t h i s p l a t ? 

A Yes, s i r , there are. There, you can see 

a Section 13 on said p l a t due west of our proposed l o c a t i o n , 

and i n t h a t east h a l f there Tenneco has j u s t r e c e n t l y or are 

s t i l l d r i l l i n g the Harrison — I don't — I guess Harrison 

No. 1, Com No. 1. 

Down about a mile t o the south, j u s t o f f 

the p l a t , you see Section 24. Right below t h a t i s where HNG 

has j u s t completed the C r a f t 25 Federal Com No. 1. 

Q Now what i s the proposed — the o b j e c t i v e 

i n the proposed w e l l ? 

A I t i s a 12,400 f o o t t e s t and we hope t o 

encounter the Atoka Sands. 

Q Would you now r e f e r t o what has been 

marked HNG E x h i b i t Number Two, i d e n t i f y t h i s and e x p l a i n 

what i t shows? 

A Okay. E x h i b i t Two b a s i c a l l y shows the 

leasehold owners and/or working i n t e r e s t owners. 

The next column shows the number of acres 

c o n t r i b u t e d and then the percent of t h a t acreage t o the 

proposed working i n t e r e s t p r o r a t i o n u n i t . 

The f i r s t i s HNG O i l Company and then i n 

th e , l e t ' s see, the southwest southwest and the northeast 

northwest quarters of Section 18 i s a KGS lease of which HNG 

has 100 percent working i n t e r e s t . 
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We also own another undivided 20 acres 

c o n s i s t i n g of the west h a l f of the northwest, the southeast 

of the northwest, and the northwest southwest, and t h a t ' s an 

undivided 20 acres. 

Then, as you can see, we've got roughly 

20 working i n t e r e s t owners and which we obtained a farmout 

t o HNG on a produce t o earn, and t h a t i s one base lease con­

s i s t i n g of approximately 139.04 acres, and then Texaco, 

Inc., has t h e i r 80 acres i n the east h a l f of the southwest, 

which they acquired from Getty O i l Company, who had the D. 

S. Harroun Trustee lease, HBP by another w e l l i n the immed­

i a t e area. 

Q What percentage of the acreage has been 

v o l u n t a r i l y committed t o the d r i l l i n g of a w e l l i n the west 

h a l f of t h i s section? 

A 75 percent, thereabouts. 

Q Would you now r e f e r t o what has been 

marked as HNG E x h i b i t Number Three, i d e n t i f y t h i s , and then, 

i f you would, would you review the t o t a l s on i t ? 

A Yes, s i r . This i s a copy of HNG's AFE i n 

the d r i l l i n g of t h i s 12,400 f o o t Atoka t e s t . 

The dry hole cost i s $1,116,500. To com­

p l e t e t h i s w e l l would cost another $372,625, b r i n g i n g the 

t o t a l cost t o complete the w e l l of $1,489,125. 

Q Has t h i s AFE p r e v i o u s l y been submitted t o 
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Texaco? 

A No, s i r , I don't believe so. The costs 

have not a formal AFE. 

Q Are these costs i n l i n e with what's being 

charged by other operators i n t h i s area for similar wells? 

A Yes, s i r , they are. 

Q Would you summarize for the examiner your 

e f f o r t s to obtain voluntary joinder of a l l in t e r e s t owners 

under the proposed west half spacing unit? 

A Okay. On or about January the 9th of 

1985 I — we had gotten from the geologist permission or ap­

proval to go ahead and propose the d r i l l i n g of t h i s w e l l . 

At that p a r t i c u l a r day I called Woody 

Woods, who was then employed by Getty and who i s now em­

ployed, I guess, with Texaco a f t e r the merger, subsequent to 

the merger, and discussed the d r i l l i n g of t h i s Fort 18 Fed~ 

eral Com No. 1, and asked i f Getty/Texaco would j o i n and/or 

farmout to t h i s well or what, you know, they might do on the 

thing. 

At that p a r t i c u l a r point Woody stated 

that they would be inc l i n e d to either j o i n and/or farmout. 

He couldn't commit at t h i s point, but that they would do 

something. 

On 1-11 of '85, two days l a t e r , I sent a 

proposal l e t t e r to Woody Woods over at Getty/Texaco asking 
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them t o p a r t i c i p a t e as t o t h e i r 80 acres, being the east 

h a l f of the southwest q u a r t e r , i n the forming of a west h a l f 

p r o r a t i o n u n i t t o d r i l l t h i s 12,400 f o o t Atoka t e s t . 

I f Getty d i d not want t o j o i n , the pro­

posal l e t t e r s t a t e d t h a t we would accept a farm-in from Get­

t y w i t h Getty d e l i v e r i n g a 75 percent net revenue i n t e r e s t 

t o us w i t h the o p t i o n t o convert t h e i r o v e r r i d e , r e t a i n the 

ove r r i d e t o a 25 percent working i n t e r e s t a f t e r payout of 

the said w e l l . 

I f u r t h e r s t a t e d i n the proposal l e t t e r 

t h a t HNG, i f Getty d i d farm out, Texaco/Getty, HNG would 

have the o p t i o n w i t h i n 180 days of completion of t h i s Fort 

Federal Com 18 No. 1, t o s t a r t a w e l l a t a l e g a l l o c a t i o n i n 

the east h a l f of the s e c t i o n , form an east h a l f p r o r a t i o n 

u n i t , w i t h Getty farming out i t s i n t e r e s t , remaining i n t e r ­

est i n the s e c t i o n , being southeast q u a r t e r , on a l l the same 

terms and c o n d i t i o n s as was proposed f o r the i n i t i a l t e s t . 

Q And, Mr. Duke, i s HNG E x h i b i t Number Four 

a copy of the l e t t e r you sent on January l l t h t o Getty or 

Texaco, whichever i t may be? 

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

Q And a t t h a t time you were proposing t h a t 

t h i s s e c t i o n be developed w i t h two stand up u n i t s 

u l t i m a t e l y . 

A Yes, s i r , u l t i m a t e l y , r i g h t . 
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Q Okay, would you the review your — the 

next contact you had w i t h Getty or Texaco? 

A Okay. On February the 20th, 1985, Mr. 

B i l l Lewis of HNG had c a l l e d Bennie T i d w e l l of Texaco t o see 

i f they had made a d e c i s i o n . What has t r a n s p i r e d i s Getty, 

when they had the lease a f t e r the merger and t r a n s f e r r e d 

t h i s acreage over t o t h e i r Production Department, or some­

t h i n g of t h a t nature, and i t was going t o be a Production 

Department d e c i s i o n , and t h e r e f o r e t h a t ' s the reason Mr. 

Lewis contacted Mr. T i d w e l l . 

Mr. T i d w e l l said t h a t i t would be next 

week before they had a de c i s i o n but a l l i n d i c a t i o n s were 

t h a t they were i n c l i n e d t o j o i n us i n the d r i l l i n g of t h i s 

wel 1. 

On or about March the 4th we s t i l l , Mr. 

Ti d w e l l kept postponing us, postponing us, p u t t i n g us o f f , 

and we couldn't w a i t on Texaco any longer because of c e r t a i n 

farmout o b l i g a t i o n s t h a t we had t o t h i s . 

We c a l l e d Mr. B i l l Carr here i n Santa Fe 

and t o l d him t o f i l e a forced p o o l i n g on Texaco, pooling the 

west h a l f of said s e c t i o n . 

Q When d i d you receive a formal r e p l y from 

Texaco? 

A A formal r e p l y , they reproposed an addi­

t i o n a l w e l l on March the 22nd of t h a t — t h a t year. We then 
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n o t i f i e d them on around March the l l t h of the forced p o o l i n g 

n o t i f i c a t i o n . 

Q A l l r i g h t . How d i d you do t h a t ? 

A We got a copy of the a p p l i c a t i o n and sent 

i t s t r a i g h t t o Texaco, a t t e n t i o n Mr. Bennie T i d w e l l . 

Q Did anything happen a f t e r March l l t h 

p r i o r t o t h e i r response on the 22nd? 

A No, s i r . 

Q W i l l you review what happened e x a c t l y on 

the 22nd? 

A On the 22nd Mr. T i d w e l l c a l l e d Mr. B i l l 

Lewis of our o f f i c e and sai d t h a t he was sending a l e t t e r 

over hand d e l i v e r e d , s t a t i n g t h a t Texaco would not be i n t e r ­

ested i n j o i n i n g a w e l l i n the west h a l f but now they would 

be i n t e r e s t e d i n — nor would they be i n t e r e s t e d i n farming 

out. 

Instead, the l e t t e r , simply s t a t e d , pro­

posed the d r i l l i n g of a 12,400 Atoka t e s t t o be located 1980 

from the west l i n e and 660 from the south l i n e of Section 

18, thus forming a south h a l f p r o r a t i o n u n i t , and they 

d i d n ' t give a spud date, simply sai d they would spud the 

w e l l i n the near f u t u r e . 

Q When d i d you l e a r n t h a t a forced p o o l i n g 

a p p l i c a t i o n had been f i l e d ? 

A On HNG? 
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Q Yes. 

A Let's see, t h a t was on, I b e l i e v e , around 

i n A p r i l the — 

Q Okay. 

A -- some, w e l l , l e t ' s see, no, i t was 

March sometime. 

I'm not f o r sure of the exact date. 

Q Then f o l l o w i n g the r e c e i p t of the l e t t e r 

and the proposal from Texaco, what t r a n s p i r e d ? 

A At t h a t p a r t i c u l a r time on the 22nd when 

Mr. Lewis t a l k e d w i t h Mr. T i d w e l l , he explained t h a t we were 

going t o have t o go ahead and spud the w e l l three days 

l a t e r , which we d i d on the 23rd of — yeah, the 23rd, the 

25th, around i n t h e r e , we spudded the w e l l i n order t o meet 

the March 30th farmout o b l i g a t i o n , and the — excuse me. 

Q Has there been any contact or n e g o t i a t i o n 

w i t h Texaco since t h a t time? 

A No, s i r . 

Q Now, Mr. Duke, you've t e s t i f i e d so f a r 

about your e f f o r t s t o b r i n g i n the Getty/Texaco i n t e r e s t , 

being the east h a l f of the southwest q u a r t e r . 

Would you now review f o r Mr. Stogner your 

e f f o r t s t o o b t a i n the j o i n d e r of the other i n t e r e s t owners 

i n the west h a l f ? 

A As you can see on the E x h i b i t One, HNG 
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has roughly 80 acres t h a t we own ourselves. 

The other, roughly, 160 acres i s 

there's an o l d — i t ' s not shown on the e x h i b i t , but there's 

an o l d — i t ' s c a l l e d the Malaga U n i t . I t ' s an o l d Federal 

u n i t producing, oh, from the surface t o roughly 3000 f e e t . 

This was back i n the f i f t i e s when i t s t a r t e d out and even­

t u a l l y t h i s Austin Gas Purchasing Company, who you f i n d on 

E x h i b i t Two, had bought i t and they since had disbursed p a r t 

of t h e i r assets of the c o r p o r a t i o t o t h e i r shareholders 

and/or employees, and so we had t o s t a r t t r y i n g t o t r a c k 

these people down. They d i d n ' t have anything f i l e d i n the 

county or anything l i k e t h a t . 

We then -- we've been working on t h i s 

roughly eighteen months t r y i n g t o get these working i n t e r e s t 

owners a l l together t o farm out. We've had t o t r a c k down 

probates. We've had several t i t l e problems; none of the 

probates being f i l e d i n Eddy County, and whatnot, and f i n a l ­

l y got them a l l i n the boat, so t o speak, back l a s t — the 

f i r s t p a r t of l a s t f a l l or i n the summer, and we j u s t f e l t 

an extension a t t h i s p o i n t i n time would j u s t not be a pos­

s i b l e s i t u a t i o n since most of the people t h a t we — t h a t we 

got the farmouts from were non-industry types or not i n ­

formed about, you know, d i d n ' t know a l o t about the o i l bus­

iness, b a s i c a l l y . 

Q The farmout agreement between HNG and 
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these i n t e r e s t owners t h a t i n t e r e s t comes from the Austin 

Gas Purchasing, I n c., does t h a t farmout agreement conta i n 

any requirements p r o v i d i n g f o r the d r i l l i n g of w e l l s by any 

dates? 

A Yes, s i r , i t does. I t provides t h a t we 

w i l l spud a w e l l on or before March 30th, 1985. 

Q And t h a t i s the reason you had t o go 

ahead w i t h the w e l l . 

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

Q I n your op i n i o n have you made a good 

f a i t h e f f o r t t o locate and ob t a i n the v o l u n t a r y j o i n d e r of 

a l l i n t e r e s t owners i n the west h a l f of Section 18? 

A Yes, s i r . 

Q Has HNG d r i l l e d other Pennsylvanian w e l l s 

i n t h i s general area? 

A Yes, s i r , we have, oh, I would say w i t h i n 

a 10-mile radius t h e r e , HNG's d r i l l e d anywhere from 25 t o 30 

we 11s. 

Q Were E x h i b i t s One through Four prepared 

by you or compiled under your d i r e c t i o n and supervision? 

A Yes, s i r , they were. 

Q Can you t e s t i f y as t o the accuracy of 

these e x h i b i t s ? 

A Yes, s i r , I can. 

MR. CARR: Mr. Stogner, a t t h i s 
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time we would o f f e r i n t o evidence HNG E x h i b i t s One through 

Four. 

MR. STOGNER: I f there are no 

ob j e c t i o n s , E x h i b i t s One through Four w i l l be admitted i n t o 

evidence. 

Q Mr. Duke, have you made an estimate of 

the overhead and a d m i n i s t r a t i v e costs w h i l e d r i l l i n g t h i s 

w e l l and also w h i l e operating i t , i f i n f a c t i t i s a suc­

c e s s f u l w e l l ? 

A Yes, s i r . The d r i l l i n g r a t e s t h a t we use 

on a l l w e l l s i s $5250 and $525 a month producing. 

Q And what i s the basis f o r these f i g u r e s ? 

A The COPAS accounting procedure, which we 

adj u s t annually. 

Q And t h i s — these are the f i g u r e s you're 

using f o r a l l w e l l s which you're d r i l l i n g d u r i n g t h i s year? 

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

Q Are these costs i n l i n e w i t h what's being 

charged by other operators? 

A Yes, s i r , they are. 

Q Do you recommend t h a t these f i g u r e s be 

incorporated i n t o any order which r e s u l t s from t h i s hearing? 

A Yes, s i r , I do. 

Q Does HNG seek t o be designated operator 

of the proposed w e l l ? 
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A Yes, s i r , we do. 

MR. CARR: That concludes my 

d i r e c t examination of Mr. Duke. 

MR. STOGNER: Thank you, Mr. 

Carr. 

Mr. Bateman, your witness. 

MR. BATEMAN: Thank you, Mr. 

Examiner. Just a few questions concerning HNG i n t e r e s t i n 

the area. 

CROSS EXAMINATION 

BY MR. BATEMAN: 

Q You d i d n ' t mention Section 19, I don't 

b e l i e v e , i n your testimony. What does HNG own i n Section 

19, the o f f s e t t o the south? 

A We own the nor t h h a l f p r o r a t i o n u n i t 

which we d r i l l e d on a P h i l l i p s farmout several years ago. 

Q Do you own any i n t e r e s t i n the south 

h a l f ? 

A Yes, s i r , we do. 

Q What i n t e r e s t i s t h a t ? 

A I be l i e v e i t ' s roughly 50 percent. 

Q Who owns the other 50 percent? 

A P h i l l i p s . 

Q Is t h a t covered under the farmout you r e -
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f e r r e d to? 

A Yes, s i r . 

Q So you e i t h e r own or c o n t r o l the south 

h a l f of 19, r i g h t ? 

A We don't own or c o n t r o l i t . We own an 

i n t e r e s t i n i t , yes, s i r . 

Q What else do you own i n the immediate 

o f f s e t t i n g area? 

A We own acreage i n the n o r t h h a l f of Sec­

t i o n 24 and we also have acreage under or we have contrac­

t u a l r i g h t s under Section 6 t o the n o r t h , of which we are a 

working i n t e r e s t owner i n the Getty Harroun Well, and we 

have various small i n t e r e s t s i n Section 7. 

Q The Queen Lake Federal No. 1, shown i n 

Section 19, i s completed i n what i n t e r v a l , do you know? 

A I t ' s the Atoka Lime, I b e l i e v e . You'ld 

probably do b e t t e r t o cross examine the g e o l o g i c a l witness 

on t h a t , but I b e l i e v e i t i s the Atoka Lime. 

Q A l l r i g h t . Now, w i t h respect t o E x h i b i t 

Number Four, you t e s t i f i e d t h a t Texaco has o f f e r e d two op­

t i o n s w i t h respect t o the d r i l l i n g of a w e l l but you i d e n t i ­

f i e d the w e l l — l e t ' s see, the reference here i s 1980 from 

the south l i n e and 660 from the west l i n e . Now t h a t i n f a c t 

i s not the l o c a t i o n of the w e l l t h a t ' s spudded, r i g h t ? 

A That i s — i n f a c t , no, i t i s not. 
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Q Now was Texaco n o t i f i e d of the change i n 

lo c a t i o n ? 

A No, s i r . 

Q And you t e s t i f i e d t h a t t h a t was because 

of t e r r a i n and geologic? 

A Yes, s i r . 

Q From t e r r a i n c o n s i d e r a t i o n s , how f a r away 

from the r i v e r was i t r e q u i r e d t o move? 

A I can't — e x p l a i n t h a t . 

Q How f a r away from the r i v e r d i d you have 

to move? 

A A f t e r they got out there and looked at 

i t , I'm not f o r sure of the exact footage, but at t h a t par­

t i c u l a r p o i n t they had done some more g e o l o g i c a l work a f t e r 

surveying i t , and had decided t o go w i t h 19 80 from the 

n o r t h . 

Q And a t t h i s time i t ' s 660 from the west. 

A Yes, s i r . 

Q So you wound up w i t h a t h i r d l o c a t i o n , 

which was what, 880 from the west? 

A No, s i r , 885. That was due — 

Q 885. 

A — t o the a l f a l f a f i e l d , as I p r e v i o u s l y 

t e s t i f i e d . 

Q So you had duri n g t h a t p e riod three pos-
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s i b l e l o c a t i o n s , only one of which you n o t i f i e d Texaco, 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 You were also requested t o j o i n i n d r i l ­

l i n g a w e l l i n the south h a l f , i s t h a t c o r r e c t — 

A Yes, s i r , — 

Q — by Texaco? 

A — t h a t ' s c o r r e c t . 

Q Was there any response t o t h a t request? 

A We d i d n ' t receive the request u n t i l , as I 

s t a t e d , March the 22nd, and a t t h a t p a r t i c u l a r time we spud­

ded our w e l l the next day, as they were aware o f . 

Q So t h a t was the response, I take i t . 

A That i s e x a c t l y r i g h t . 

Q No formal response, phone c a l l , l e t t e r , 

or any response other than the spudding the w e l l ? 

A No, s i r , there was a phone c a l l , as I 

t o l d you, on the 22nd w i t h Mr. Lewis and Mr. T i d w e l l , and 

B i l l Lewis t o l d Mr. T i d w e l l t h a t we were going ahead w i t h 

the spudding of our w e l l due t o farmout o b l i g a t i o n s . 

Q But t h a t wasn't i n response t o Texaco's 

request, was i t ? 

A No, s i r . 

Q Now you never d i d submit an AFE, j u s t a 

t o t a l f i g u r e , i s t h a t c o r r e c t ? 
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A That i s c o r r e c t . 

Q So they have an AFE t h a t ' s here, was pre­

pared i n connection w i t h t h i s hearing, i s t h a t c o r r e c t ? 

A Sir? 

Q The AFE t h a t ' s here as E x h i b i t Number 

Three was prepared i n connection w i t h t h i s hearing, i s t h a t 

r i g h t ? 

A No, s i r , t h a t i s not c o r r e c t . I t was 

prepared f o r the d r i l l i n g of the w e l l . 

Q But nevertheless, i t hadn't been submit­

ted t o Texaco. 

A At such time as Texaco would have t o l d us 

whether they were going t o j o i n or farmout, they would have 

had the r i g h t t o approve a mutually acceptable operating 

agreement along w i t h an AFE. 

Q The question i s whether i t was submitted 

and I t h i n k the answer i s no. 

A I already said no. 

MR. BATEMAN: No f u r t h e r ques­

t i o n s . 

MR. STOGNER: Mr. Carr, any 

more d i r e c t ? 

MR. CARR: Yes, Mr. Stogner, 

j u s t two questions. 
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REDIRECT EXAMINATION 

BY MR. CARR: 

Q Mr. Duke, at the time you received the 

proposal from Texaco on March 22nd, had HNG already b u i l t 

the l o c a t i o n f o r t h e i r w e l l i n the northwest quarter of Sec­

t i o n 18? 

A Yes, s i r , we had. 

Q And i f I look a t E x h i b i t Number Three, 

the AFE, there are a number of i n i t i a l s on the bottom and 

dates a f t e r those. 

Would you e x p l a i n what those show? 

A Well, the way an AFE i s generated, the 

engineers draw up t h e i r casing design and a l l of t h a t , the 

t a n g i b l e and i n t a n g i b l e w e l l c o s t s , and then they s t a r t c i r ­

c u l a t i n g i t f o r a l l the Vice Presidents. You've got the 

Vice President of D r i l l i n g . You've got the Vice President, 

Production; Vice President of the Land; Vice President of 

Production Geology. You've got the Executive Vice P r e s i ­

dent. You've got — then the President. 

Q And you have t o do t h i s every time you 

get an AFE? 

A Every s i n g l e time. 

Q A l l of these i n i t i a l s are various company 

employees? 
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A Yes, s i r , they are. 

Q And then the dates a f t e r t h a t i n d i c a t e 

the date they approved? 

A That's the date they signed i t , t h a t i s 

c o r r e c t . 

Q The very f i r s t — the very — above a l l 

of t h i s there are some i n i t i a l s and another s i g n a t u r e . What 

i s t h a t ? Or another — i n i t i a l s and another date? 

A That i s from our J o i n t I n t e r e s t Depart­

ment, the date they got i t . They don't r e a l l y i n i t i a l i t 

f o r approval but j u s t being c i r c u l a t e d , i s the date t h a t — 

you know. 

Q Do you know i f t h i s AFE has been changed 

since i t s t a r t e d r e c e i v i n g approval? 

A No, s i r , i t has not. 

Q What i s the e a r l i e s t date on t h i s ? 

A 2-18-85. 

Q And t h a t ' s when t h i s was prepared? 

A I t was probably prepared a week or so be­

fo r e t h a t but t h a t ' s when i t s t a r t e d c i r c u l a t i n g . 

Q At t h a t time were you aware t h a t t h i s 

matter would have t o come up f o r hearing? 

A No, s i r . 

MR. CARR: I have nothing f u r ­

ther . 
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CROSS EXAMINATION 

BY MR. STOGNER: 

Q Now l e t ' s go t o E x h i b i t One, Mr. Duke. 

A Yes, s i r . 

Q You said the mighty Pecos River goes 

through here. 

A Yes, s i r . 

Q Approximately where? 

A Well, roughly i t — i t ' s meandering com­

ing down through t h e r e , but roughly i t goes — i t takes a 

t u r n back t o the southwest, c u t t i n g across the Harroun Texa­

co Lease and then winding back around through the Queen Lake 

Well down t h e r e , around l i k e t h a t . So i t ' s k ind of an "S" 

shaped type s i t u a t i o n . 

Q Does HNG have a map w i t h the r i v e r on i t , 

by any chance, t h a t they're going t o be su b m i t t i n g as an ex­

h i b i t today? 

A No, s i r . 

Q Mr. Duke, I'm going t o hand you my copy 

of E x h i b i t One. 

A Yes, s i r . 

Q And l e t you roughly draw where the Pecos 

River i s i n t h e r e . 

A Okay. That's r e a l rough. 

Q No problem. The dot t h a t i s on t h i s par-
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t i c u l a r e x h i b i t represents the w e l l as i t i s now, i s t h a t 

c o r r e c t , where i t e x i s t s , i s t h a t c o r r e c t ? 

A Yes, s i r , i t does. 

Q And how f a r i s i t from the west l i n e ? 

A 885 f e e t . 

Q How f a r i s i t from the n o r t h l i n e ? 

A 980 f e e t — 1980 f e e t , I'm s o r r y . 

Q What i s the present status of t h a t w e l l ? 

A We have d r i l l e d the w e l l t o 10,650 f o o t , 

set 7-inch intermediate casing, and moved the r i g o f f loca­

t i o n . 

Q 10,000-what? 

A 650. 

Q 650. And you don't know the exact date 

and time t h a t you spudded t h a t w e l l ? 

A Yes, s i r , i t was the 25th — 25th of 

March. 

Q Do you know the date t h a t you penetrated 

the Pennsylvanian formation? 

A No, s i r , we're, l i k e I s a i d , a t 10,650 

f o o t . We've set intermediate casing, 7-inch, j u s t f i x i n g t o 

s t a r t i n t o the Wolfcamp. 

Q Okay. On January l l t h — I'm s o r r y , 

l e t ' s back up two more days, i f I heard i t r i g h t , and cor­

r e c t me i f I'm wrong — on January 9 t h , 1985, you contacted 
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a Woody Wood? 

A Woody Woods. 

Q Woody Woods a t the — t h i s address i n 

Midland? 

A At Getty, which i s i n the Midland Nation­

a l Bank Tower Two, f o u r t h f l o o r , I b e l i e v e . 

Q Okay, now Woody Woods, i s he a Getty --

was he an o l d time Getty employee? 

A Yes, s i r , he was. 

Q This l e t t e r was set out on March l l t h , 

1985. Was there ever a — 

A No, s i r , January l l t h , 1985. 

Q I'm s o r r y , January l l t h , 1985. Was there 

a r e t u r n r e c e i p t sent w i t h t h i s ? 

A No, s i r , i t was j u s t sent by mail across 

the s t r e e t . 

Q So you don't know i f Getty received i t . 

A Yes, s i r , I do. I t a l k e d w i t h Mr. Woods 

on several occasions a f t e r t h a t . 

Q When? Did he t e l l you he received the 

l e t t e r ? 

A Yes, s i r . 

Q When d i d he ever t e l l you t h a t he r e ­

ceived the l e t t e r ? 

A He t o l d me he received the l e t t e r approx­

imately a week t o ten days l a t e r . 
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Q Subsequent or a f t e r February 20th, 1985, 

where does Mr. Woods f i t i n t o t h i s ? 

A Mr. Woods, once Mr. Lewis contacted Mr. 

T i d w e l l , Mr. Woods had t o l d me t h a t he had t r a n s f e r r e d i t 

over t o the Texaco Production O f f i c e and Mr. Wood -- Mr. 

Lewis knowing Mr. T i d w e l l over a t Texaco, t h a t ' s why he con­

t a c t e d him, and Mr. T i d w e l l was handling i t . 

Q So we — we are now c o n t a c t i n g Mr. T i d ­

w e l l . 

A Yes, s i r . 

Q Okay, so Mr. Woods i s out of i t ? 

A Yes, s i r . 

Q Okay. Did Mr. T i d w e l l , by chance, send 

any correspondence concerning t h i s conversation on February 

20? 

A No, s i r , he d i d not. I t was j u s t a con­

v e r s a t i o n over the phone t h a t they were w a i t i n g on t h e i r 

committee, or whatever they do t o get approval. 

Q Any correspondence from Lewis t o Tidwell? 

A No, s i r . 

Q Correct me i f I'm wrong, on February — 

I'm sorry — March l l t h , 1985, t h a t ' s when HNG f i l e d f o r 

compulsory pooling? 

A No, s i r . March the 4th i s when I c a l l e d 

Mr. Carr. 
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On March the l l t h we received Notice of 

A p p l i c a t i o n f o r the pooling and t h a t same day we sent a copy 

s t r a i g h t t o Texaco, a t t e n t i o n Mr. Bennie T i d w e l l . 

Q Was t h a t sent out r e t u r n r e c e i p t r e ­

quested? 

A No, s i r . 

Q Now d i d you correspond w i t h them or d i d 

you know i f they had received t h a t p a r t i c u l a r a p p l i c a t i o n ? 

Or when they received i t ? 

A No, s i r , I don't know. 

Q Obviously they received i t or they 

wouldn't be here today. 

A Yes, s i r . 

Q Okay. Which p o r t i o n of your lease was 

e x p i r i n g on March 30th, 1985? When I say "your", HNG. 

A I t wasn't e x p i r i n g on '85. I t was an ob­

l i g a t i o n from a farmout from a l l of these 20-some odd 

working i n t e r e s t owners t h a t on the deep r i g h t s , t h a t we 

would spud a w e l l by t h a t time. 

Q And i n spudding the w e l l on the time you 

d i d , these o b l i g a t i o n s were met. 

A Yes, s i r . 

Q Now your overhead charges, $5250 w h i l e 

d r i l l i n g , $525 wh i l e producing, i s t h a t c o r r e c t ? 

A Yes, s i r . 
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Q And these are adjusted annually? 

A Yes, s i r , A p r i l 1st, annually. 

Q Okay. Are these higher than they were a 

year ago? 

A Yes, s i r . 

Q Are these higher than they were three 

years ago? 

A N a t u r a l l y . 

Q I s the d r i l l i n g cost higher today than 

what they were a year ago? 

A You'd probably have t o t a l k t o my geolo­

gi c witness. I don't know. 

MR. STOGNER: I have no f u r t h e r 

questions of Mr. Duke. 

Are there any f u r t h e r questions 

of t h i s witness? 

I f not, he may be excused. 

We are going t o take a lunch 

break a t t h i s time and resume at 1:15. 

(Thereupon the noon recess was taken.) 

resume t o order. 

MR. STOGNER: The hearing w i l l 

You may continue, Mr. Carr. 
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MR. CARR: At t h i s time I c a l l 

Mr. Cherryholmes. 

TERRY CHERRYHOLMES, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q W i l l you s t a t e your f u l l name and place 

of residence? 

A Okay. Terry Cherryholmes, Midland, Texas. 

Q Mr. Cherryholmes, by whom are you em­

ployed and i n what capacity? 

A I'm employed by Houston Natural Gas O i l 

Company and I'm the Manager of Production Geology. 

Q Have you p r e v i o u s l y t e s t i f i e d before the 

D i v i s i o n and had your c r e d e n t i a l s as a g e o l o g i s t accepted 

and made a matter of record? 

A Yes, s i r . 

Q Would you — 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 f i l e d i n t h i s case on behalf of HNG? 

A Yes, s i r . 

Q Are you f a m i l i a r w i t h the subject area 

and the proposed w e l l ? 
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A Yes, s i r . 

MR. CARR: Are the witness' 

q u a l i f i c a t i o n s acceptable? 

MR. STOGNER: I f there are no 

obje c t i o n s Mr. Cherryholmes i s so q u a l i f i e d . 

Q Mr. Cherryholmes, have you prepred cer­

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

A Yes, s i r . 

Q Would you r e f e r t o what has been marked 

as HNG's E x h i b i t Number Five, i d e n t i f y t h i s , and review the 

i n f o r m a t i o n contained thereon? 

A Okay. E x h i b i t Number Five i s a l i n e of 

cross s e c t i o n p l a t , scale one inch equals 2000 f e e t . 

This p l a t shows a p o r t i o n of Eddy County, 

New Mexico, about 20 miles southeast of Carlsbad and about 

2 miles east of the l i t t l e v i l l a g e of Malaga. 

I t shows Section 18 of Township 24 South, 

Range 29 East, where the HNG Fort 18 Com No. 1 i s located i n 

the west h a l f of the northwest quarter of Section 18. 

This l o c a t i o n i s a 12,400 f o o t Atoka-

Culebra B l u f f sand t e s t w i t h a secondary o b j e c t i v e being the 

Atoka Queen Lake Lime zone t h a t produces i n several w e l l s i n 

t h i s area, i n c l u d i n g our Federal 19 No. 1. 

Q That's the w e l l due south of the — 

A Due south on the l i n e of cross s e c t i o n . 
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This p l a t also describes a 2-well 

north/south cross s e c t i o n t h a t goes from HNG's w e l l on the 

south, the Federal 19-1, g e n e r a l l y due nor t h t o the Getty 

Malaga Harroun Well about three miles t o the n o r t h . 

Also shown on t h i s e x h i b i t i s the pro­

posed Texaco l o c a t i o n i n the southeast quarter of the south­

west quarter of Section 18. 

Q Now, Mr. Cherryholmes, I'd l i k e you t o go 

to E x h i b i t Six and i t may be easier f o r you t o work from the 

copy of the e x h i b i t s on the w a l l . 

A Okay. 

Q I d e n t i f y t h i s and review f o r Mr. Stogner 

what i t shows. 

A Okay. This i s cross s e c t i o n A-A'. I t ' s 

a 2-well cross s e c t i o n from south t o no r t h from HNG's Queen 

Lake 19 Federal No. 1 on the south t o Getty's — the Getty 

w e l l on the n o r t h . 

I would l i k e t o p o i n t out several f a c t o r s 

t h a t become obvious from t h i s cross s e c t i o n here, and I ' l l 

probably r e f e r t o t h i s cross s e c t i o n l a t e r . 

The Getty Harroun Well t o the north i s 

250 f e e t s t r u c t u r a l l y high on the top of the Strawn Lime t o 

HNG's w e l l three miles south. You have -8626 subsea top and 

-8876 subsea to p . 

By the way, the top of the Strawn Lime i s 
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what the State of New Mexico also c a l l s the top of the Ato­

ka . 

This Isopach i n t e r v a l t h a t ' s shown on 

t h i s cross s e c t i o n from the top of the Strawn t o the top of 

what we c a l l the Lower Atoka Lime marker, i s 46 2 f e e t t h i c k 

i n the Getty w e l l t o the nor t h and i s 333 f e e t t h i c k i n the 

Federal 19 No. 1 three miles t o the south. 

This Isopach i n t e r v a l includes the Culeb­

ra B l u f f Atoka Sands t h a t are developed w i t h i n t h i s i n t e r v a l 

i n t h i s p a r t of Eddy County, New Mexico. 

This w e l l , as I pointed out, i s 70 f e e t 

t h i c k e r i n t h i s t o t a l i n t e r v a l than the w e l l on the south, 

HNG's w e l l . 

The Isopached i n t e r v a l t h a t I've men­

tio n e d here i s used i n making the forthcoming E x h i b i t Number 

Seven, which i s an Isopach map from the top of t h i s t o the 

top of the Atoka Lime marker. 

The cross s e c t i o n i s p r e t t y c l e a r . I t ' s 

showing t h a t as you move nor t h from the HNG w e l l , t h a t you 

have a greater i n t e r v a l i n which t o develop t h i s Culebra 

B l u f f Sand, or the Atoka Sands here. 

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

s t r u c t u r a l l y higher and t h i c k e r i n t e r v a l Getty w e l l on the 

north also has, one, Culebra B l u f f - A t o k a Sand developed i n 

i t . 
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I t also has another Atoka Sand developed 

t h a t ' s below the lime marker. 

I t a l s o , i n f a c t , has a good-looking, 

from what we can t e l l from the l o g , a Queen — Atoka Queen 

Lake Lime pay t h a t has not been t e s t e d i n t h i s w e l l . 

This Atoka Queen Lake Lime pay i s what 

produces i n HNG's w e l l i n Section 19, and i f you w i l l 

n o t i c e , the HNG w e l l i s s t r u c t u r a l l y lower, s t r u c t u r a l l y 

w i t h a t h i n n e r i n t e r v a l t o develop t h i s Culebra B l u f f Sand 

and, i n f a c t , i t has no sand developed i n i t . The only pay 

which i s shown on t h i s log i s the Atoka Lime. 

Q So n e i t h e r of the sand s t r i n g e r s were 

present i n the HNG w e l l . 

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

Okay, E x h i b i t Number Seven i s a s t r u c t u r e 

map on the top of what we c a l l the Strawn Lime, t h a t I j u s t 

pointed out on the cross s e c t i o n , and t h i s s t r u c t u r e map i s 

contoured on the i n t e r v a l of 50 f e e t and i t ' s on a scale of 

one inch equals 2000 f e e t . 

This s t r u c t u r e map i s a 12-section area, 

a small p o r t i o n of a r e g i o n a l map of Eddy County, New Mex­

i c o , w i t h i n — t h a t includes Section 18 here t h a t we're 

t a l k i n g about today. 

The r e g i o n a l d i p from t h i s s t r u c t u r e map 

i s t o the east and t o the southeast, so you get s t r u c t u r a l l y 
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I t shows t h a t the Getty Harroun Well i s 

250 f e e t s t r u c t u r a l l y higher than HNG's w e l l i n Section 19. 

Although not c l e a r l y obvious on t h i s map, 

the other e x h i b i t s w i l l show i t l a t e r , there are three Atoka 

Sand producers on t h i s map, the Getty Harroun, the Eastlanc 

Fortson Well i n Section 12, and the Coquina C r a f t Well i r 

Section 13. 

Besides HNG's Federal 19 No. 1, the Santa 

Fe Burkham Well produces from the Atoka Lime. 

This map also i n d i c a t e s t h a t the proposed 

Texaco l o c a t i o n would be approximately 80 f e e t s t r u c t u r a l l y 

lower than the HNG's Fort 18 Com No. 1, and also about h a l f ­

way c l o s e r t o HNG's Queen Lake 19 No. 1 t h a t has no Atoka 

Sand developed i n i t . 

Q Now, Mr. Cherryholmes, i f I understand 

your testimony, you are saying t h a t you have a b e t t e r pros­

pect the higher you get s t r u c t u r a l l y i n t h i s area? 

A St r u c t u r e i s d e f i n i t e l y r e l a t e d t o the 

producers i n t h i s area. 

Q Mr. Cherryholmes, I'd l i k e f o r you tc 

take a look a t j u s t Section 18 and look a t each of the quar­

t e r sections i n t h a t s e c t i o n and i f you can, would you eval­

uate or rank those quarter sections as to which of those 

quarter sections o f f e r s from a s t r u c t u r a l p o i n t of view the 
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oest place t o d r i l l an Atoka w e l l ? 

A Okay, by quarter sections? 

Q Yes. 

A Based on HNG's i n t e r p r e t a t i o n the n o r t h ­

west quarter would be the best l o c a t i o n . 

The northeast quarter and the southwest 

quarter would be about a toss up, based on s t r u c t u r e . 

And the southeast quarter would be the — 

the worst, i f you want t o put i t t h a t way. 

Q A l l r i g h t , would you now go to your 

E x h i b i t Number Eight and review t h a t , please? 

A E x h i b i t Number Eight i s an Isopach map 

from the top of the Strawn Line t o the top of the Lower 

Atoka Lime marker, as I pointed out on the cross s e c t i o n . 

I t covers the same 12-section area t h a t the s t r u c t u r e map 

covered and i t also i s a p o r t i o n of a la r g e r r e g i o n a l map of 

t h i s area. 

I t ' s on a scale of one inch equals 2000 

f e e t . 

This gross Isopach map shows the Getty 

Harroun Well t o the n o r t h w i t h the t h i c k e s t i n t e r v a l , 406 

f e e t , and the Queen Lake 19 Federal No. 1 w i t h the t h i n n e s t 

Isopach i n t e r v a l , 336 f e e t . 

So, as you can see from t h i s map, t h i s 

i n t e r v a l where the Atoka Sands, the Culebra B l u f f sands are 
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developed, t h i s i n t e r v a l gets t h i c k e r t o the west, to the 

northwest and t o the n o r t h , as the l i n e of s e c t i o n shows. 

I t gets t h i n n e r , conversely, t o the 

south. 

The i n t e r p r e t a t i o n shows t h a t HNG's Fort 

18 Com No. 1 l o c a t i o n i s expected t o be about 20 t o 25 f e e t 

t h i c k e r than the proposed Texaco l o c a t i o n . 

This Ispach i n d i c a t e s t h a t the HNG Fort 

l o c a t i o n should have approximately the same thickness as the 

Coquina C r a f t 13-1 t h a t ' s on the map here, t h a t ' s located 

one mile to the west, and t h i s w e l l completed from a Culebra 

B l u f f Atoka sand 18 f e e t t h i c k f o r a c a l c u l a t e d absolute 

open flo w of 7 . 1 - m i l l i o n per day. 

This w e l l has accumulated 8 3 2 - m i l l i o n 

cubic f e e t of gas t o date. 

This Isopach map shows t h a t a l o c a t i o n as 

proposed by Texaco i n the southeast of the southwest quarter 

of Section 18 would be t h i n n e r i n Atoka se c t i o n than the 

r e c e n t l y logged Tenneco Harrison No. 1 t o the west i n 

Section 13. The Tenneco w e l l was no Atoka sand developed i n 

i t . 

Q Mr. Cherryholmes, the purpose of t h i s 

e x h i b i t i s t o show t h a t the thickness of the sand or the 

i n t e r v a l also i s a f a c t o r t o look a t i n determining where t o 

d r i l l a w e l l , i s t h a t c o r r e c t ? 
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A I t sure i s . 

Q Now I'd ask you again t o look at each of 

the quarter sections i n Section 18 and applying the informa­

t i o n and your i n t e r p r e t a t i o n , the s t r u c t u r a l i n t e r p r e t a t i o n 

and also your Ispach, and again I'd ask you t o r a t e i n order 

of p r i o r i t y the quarter sections as t o which would be the 

best l o c a t i o n or the best quarter s e c t i o n on which t o locate 

an Atoka w e l l . 

A Okay. Based on the Isopach map the 

northwest quarter I s t i l l say would be the best. 

The northeast quarter becomes b e t t e r than 

the southwest quarter due t o the thickness of the i n t e r v a l . 

The southwest quarter would be t h i r d and 

the southeast q u a r t e r , probably, f o u r t h . 

Q Based on t h i s i n f o r m a t i o n and your i n t e r ­

p r e t a t i o n , do you have an opinion as t o whether or not i t 

would be more prudent t o develop w i t h stand-up or lay-down 

u n i t s ? 

A I t h i n k i t would be b e t t e r t o develop 

t h i s w i t h stand-up u n i t s . 

Q And why i s tha t ? 

A Because both l e g a l l o c a t i o n s , you would 

have one i n the northwest quarter and one i n the northeast 

q u a r t e r . 

Q You were present a t the hearing e a r l i e r 
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today when there were discussions w i t h Mr. Duke about moving 

the l o c a t i o n of the w e l l from the southwest quarter t o the 

northwest q u a r t e r , were you not? 

A Yes, s i r . 

Q Have you — can you render an op i n i o n as 

t o what the e f f e c t from a geologic p o i n t of view was of t h i s 

move? 

A The move was — was a c t u a l l y a combina­

t i o n o f , as we mentioned before, the r i v e r , the topography, 

but also at the same time we had — we were doing a d d i t i o n a l 

g e o l o g i c a l work i n t h i s area and, as was mentioned t h i s 

morning, we have a Queen Lake Lime Well i n Section 25, the 

C r a f t 25-1, t h a t i n i t i a l l y looked l i k e i t was going to be a 

good w e l l out of the Atoka Lime, we have no sand, and sud­

denly the production d e t e r i o r a t e d t o today i t ' s making less 

t h a t 200 MCF a day. 

Q Now where i s t h a t w ell? 

A I t ' s o f f of t h i s p l a t here. I t ' s j u s t t o 

the south of Section 24. 

Q A l l r i g h t . 

A I t w i l l show up on a l a t e r map. 

Plus the f a c t t h a t we d i d a l i t t l e more 

Isopaching and r e f i n i n g our s t r u c t u r e map, and we — we came 

to the conclusion t h a t the northwest quarter would be the — 

the west h a l f i n the northwest quarter would be the best l o -
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c a t i o n . 

Q You also said you had r e f i n e d the I s o ­

pach. How r e c e n t l y have you r e f i n e d i t ? 

A Saturday, which would have been the 20th, 

I b e l i e v e . 

Q And why d i d you do i t a t t h a t time? 

A We received the log on t h i s Tenneco w e l l . 

Q And t h a t ' s the w e l l i n Section 13? 

A Yes, s i r . 

Q Would you now go to HNG E x h i b i t Number 

Nine and review tha t ? 

A Okay. E x h i b i t Number Nine i s a c u r r e n t 

zone of completion and pr o d u c t i o status map as of 1-1-85. 

This map i s on a scale of one inch equals 

4000 f e e t and i t covers a l a r g e r are of Eddy County. 

This map shows Atoka Sand producers i n 

red; Atoka Queen Lake Lime producers i n blue; and Morrow 

Sand producers i n orange. 

This map q u i c k l y shows t h a t the Atoka 

Sand completions i n t h i s area are predominantly located t o 

the west, northwest, and no r t h from Seetioa18. This agrees 

w i t h the previous e x h i b i t s and the cross s e c t i o n t h a t show 

the l e a s t r i s k y Atoka Sand l o c a t i o n s are up d i p and i n 

t h i c k e r gross Isopach i n t e r v a l s . 

This i s why HNG's Fort 18 Com No. 1 was 
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located i n the west h a l f of the northwest quarter of Section 

18 f i n a l l y . 

Q Mr. Cherryholmes, t h i s p l a t also shows 

the l o c a t i o n of the HNG C r a f t 25 Well i n Section 25 down 

there t h a t you p r e v i o u s l y t e s t i f i e d about. 

A Yes, s i r . 

Q Would you now go t o E x h i b i t Number Ten? 

A Okay. E x h i b i t Number Ten i s an Atoka 

Sand d i s t r i b u t i o n p l a t and i t , t o o , i s on a scale of one 

inch equalf 4000 f e e t and i t covers the same area of Eddy 

County as E x h i b i t Number Nine d i d . 

This p l a t s shows w e l l s w i t h Atoka Sand 

completions w i t h what I c a l l red snowflakes, or the gas, 

l i t t l e red gas symbols. 

I t shows w e l l s w i t h Atoka Sand developed 

i n the w e l l but not as y e t completed w i t h red c i r c l e s . 

And i t also shows Atoka t e s t s w i t h no 

Atoka sands developed w i t h black c i r c l e s . 

Once again, as you can see, the f u r t h e r 

northwest you can move i n Section 18, at l e a s t t h i s i s what 

i t t e l l s me, t h a t the b e t t e r chance we have of making an 

Atoka Sand completion. That's combined w i t h the l o c a t i o n of 

the completions and the development of the Atoka Sands, and 

looking southward t o the black dots where there's no Atoka 

Sands developed. 
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Q Mr. Cherryholmes, are you prepared t o 

make a recommendation t o the Examiner as t o the r i s k penalty 

t h a t should be assessed against any nonconsenting or 

no n - j o i n i n g i n t e r e s t owners i n a west h a l f u n i t ? 

A Yes, s i r . 

Q And what i s tha t ? 

A I t woud be the maximum of 200 percent. 

Q Upon what do you base t h i s 200 percent 

recommendation? 

A Okay, we b e l i e v e t h a t i t ' s possible t o 

d r i l l a noncomme*e /,al w e l l out here and, al s o , we w i l l be 

c a r r y i n g a quarter of the i n t e r e s t of the w e l l and I'm 

r e a l l y not aware of any other j o i n t o perating agreements i n 

common use i n the i n d u s t r y t h a t provide f o r such a small 

r i s k f a c t o r as t h i s . 

Q Do you t h i n k t h a t ' s necessary t o 

compensate HNG f o r the r i s k i t would be car r y i n g ? 

A Yes, s i r . 

Q I n your o p i n i o n w i l l g r a n t i n g t h i s 

a p p l i c a t i o n be i n the best i n t e r e s t of conservation, the 

prevention of waste, and the 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 ? 

A Yes. 

Q Were E x h i b i t s Five through Ten prepared 

e i t h e r by you or under your d i r e c t i o n and supervision? 
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A Ye s , s i r . 

Q Can you t e s t i f y as t o t h e i r accuracy? 

A Yes, s i r . 

MR. CARR: At t h i s time, Mr. 

Stogner, we would o f f e r i n t o evidence HNG E x h i b i t s Five 

through Ten. 

MR. STOGNER: I f there are no 

ob j e c t i o n s , E x h i b i t s One through Ten, or Five through Ten 

w i l l be admitted i n t o evidence. 

Q Mr. Cherryholmes, does HNG request t h a t 

t h i s order, the order t h a t r e s u l t s from t h i s hearing be ex­

pedited? 

A Yes, s i r . 

Q And why i s th a t ? 

A We have already commenced t h i s w e l l due t o 

the terms of our farmout agreement and we're anxious t o com­

p l e t e t h i s w e l l a t the e a r l i e s t possible time. 

MR. CARR: That concludes my 

d i r e c t examination of Mr. Cherryholmes. 

MR. STOGNER: Mr. Bateman, your 

witness. 

BY MR. BATEMAN: 

Q 

CROSS EXAMINATION 

Mr. Cherryholmes, t o make cl e a r i n my 
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mind a couple of po i n t s you made i n your testimony, the HNG 

proposed l o c a t i o n , w e l l , f i r s t of a l l , the primary objec­

t i v e , as I understood you, i s the Atoka Culebra B l u f f Sands, 

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

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

Q And the secondary o b j e c t i v e i s the Atoka 

Queen Lake Lime. 

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

Q Now, on your cross s e c t i o n i n i t i a l l y , Ex­

h i b i t Number Six, you do not show t h a t Atoka Culebra B l u f f 

Sand e x i s t i n g i n the Queen Lake No. 19, i s t h a t r i g h t ? 

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

Q None whatsoever? 

A That — no — no commercial, no sand de­

velopment t h a t had any gas i n i t . There would be a r e a l 

t i g h t sand i n th e r e . We say there's no sand i n the w e l l . 

Q But you show the Atoka Queen Lake Lime, 

which i s pe r f o r a t e d i n the Queen Lake 19 and not i n the Mal­

aga Harroun No. 1. 

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

Q I s the scale c o r r e c t ? I s i t e s s e n t i a l l y 

about the same amount of s t r u c t u r e i n both wells? 

A St r u c t u r e of what? 

Q Atoka Queen Lake Lime? 

A I don't have a s t r u c t u r e map as an e x h i -



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 

50 

b i t i n here on i t . I t ' s — the i n t e r v a l i s t h i c k e r from the 

s t r u c t u r e map I made i n the Harroun Well, the i n t e r v a l i s 

t h i c k e r than i n the Queen Lake Federal 19, but as you can 

see, t h i s i s hung on the subsea datum and the top of the 

Atoka Queen Lake Lime i n the HNG w e l l i s q u i t e a b i t lower 

than — than i t i s i n the Getty Harroun Well. 

Q Okay. Now, you also t e s t i f i e d t h a t you 

j u s t got the Tenneco log on the o f f s e t t o the west? 

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

Q That doesn't show any Atoka Culebra B l u f f 

Sand, e i t h e r , does i t ? 

A The log showed no — no sand development. 

Q I n E x h i b i t Number Ten you show none of 

t h a t sand i n the — w e l l , the o f f s e t s t o the west and the 

south except f o r the Coquina C r a f t No. 1 a t the north end of 

Section 13. 

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

Q But you do show the Atoka Queen Lake Lime, 

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

A On the — on which e x h i b i t ? 

Q Well, w a i t a minute, i t ' s not shown on 

E x h i b i t Ten, i s i t ? 

Well, l e t ' s go down t o Section 19 a 

minute and t a l k about the Queen Lake 19. 

I take i t you're — are you p r e t t y f a m i l -
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l i a r w i t h t h a t w e l l ? 

A Yes, s i r . 

Q And have you been responsible f o r the 

geology on t h a t w e l l t h a t was d r i l l e d ? 

A I was, yes, I p a r t i c i p a t e d i n the geology 

on t h a t w e l l . 

Q So do you have i n mind what the cumula­

t i v e production i s on t h a t w e l l ? 

A Yes, s i r , i t ' s w r i t t e n on the cross sec­

t i o n , 9 — i t ' s a c t u a l l y 9 1 6 - m i l l i o n cubic f e e t of gas. I 

be l i e v e t h a t showed a 901. 

Q Nearly a b i l l i o n . 

A Yes, s i r . 

Q When was t h a t completed? 

A I don't a c t u a l l y have the date of the 

completion, I don't b e l i e v e . 

Q Could you guess how long i t ' s been i n 

production? 

A Let's see. I would say a year but i t may 

be a month or two e i t h e r side of t h a t . 

Pardon? Two years, okay. 

Q Two years? 

A Two years. 

Q Do you have any i n f o r m a t i o n about what the 

p o r o s i t y i s of the — what you show as the Atoka Queen Lake 
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Lime as i t e x i s t s i n the Queen Lake 19? 

A I t ' s very poor. 

Q How poor i s i t ? 

A I t ' s — i t ' s so poor t h a t i t ' s hard t o 

pick up on the — on the e l e c t r i c l o g . 

On t h i s p a r t i c u l a r log i t shows, l e t ' s 

see, w i t h t h i s i t shows one — one percent p o r o s i t y and the 

neutron shows three percent. 

Q So two percent would be a good guess, 

would i t ? 

A I t ' s not a guess. I t ' s from the l o g . 

Q I n between. 

A Yes. I f you cross p l o t the p o r o s i t y you 

would have i n between the two. 

Q I n other words, you f i n d the Atoka Queen 

Lake Lime e s s e n t i a l l y throughout t h i s area, and i t ' s what 

you'd c a l l l a t e r a l l y c o n s i s t e n t , I take i t , or you might 

c a l l i t t h a t . 

A The — the limestone development i t s e l f 

i s p r e t t y w e l l present over t h i s p a r t of Eddy County. 

Q Okay. Now, l e t me ask you about the 

south h a l f of 19 before we come back t o geology. 

I understand HNG has an i n t e r e s t i n 

t h e r e . 

A We have an i n t e r e s t . I'm not f u r sure — 
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you'd have t o ask Mr. Duke what our i n t e r e s t i s . 

I would l i k e t o c o r r e c t , or a t l e a s t add 

something here. 

This Queen Lake 19 No. 1 was d r i l l e d 1950 

f e e t from the east l i n e and 1980, I b e l i e v e , from the no r t h 

l i n e , and i t i s an east h a l f p r o r a t i o n u n i t , not a north 

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

Q Let me get those f i g u r e s again. You got 

1980? 

A I t ' s 1980 by 1950 and I b e l i e v e the scale 

here, i t looks t o me l i k e i t ' s 1980 from the north l i n e and 

1950 from the — w e l l , l e t me see. 

Q From the east? 

A I t ' s 1950 from the no r t h l i n e and 1980 

from the east l i n e . 

Q I s t h a t an orthodox l o c a t i o n i n the east 

h a l f ? 

A I t was adusted 30 f e e t f o r something. I 

r e a l l y can't remember what f o r . 

Q Well, i s t h a t orthodox? 

A I t ' s apparently no one went against 

our l o c a t i o n a t the time we d r i l l e d i t . I can't remember 

f o r sure. 

Q I assume i t ' s unorthodox, then. 

A You assume i t ' s what? 
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Q An unorthodox l o c a t i o n . 

A I t ' s unorthodox probably by 30 f e e t . 

Q Okay, I'm going t o have t o mark t h i s as 

an e x h i b i t ; I ' l l put a number on i t l a t e r , i f t h a t ' s a l l 

r i g h t w i t h you and Mr. Carr. 

MR. CARR: That's a l l r i g h t 

w i t h Mr. Carr. 

Q I have here what appears t o be a w e l l l o ­

c a t i o n and acreage d e d i c a t i o n p l a t f o r the Queen Lake 19 

Federal, signed by Bennie (not understood), Regulatory Ana­

l y s t f o r HNG O i l Company, and ask i f you can i d e n t i f y t h a t 

as being a document submitted by your company t o the O i l 

Conservation D i v i s i o n ? 

A Yes, i t i s . 

Q Doesn't t h a t show a lay-down p r o r a t i o n 

u n i t ? 

A I t sure does. I may stand, you know, t o 

be c o r r e c t e d on t h i s . I was t h i n k i n g t h a t a t the time i t 

was an east h a l f p r o r a t i o n u n i t but t h i s describes a n o r t h 

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

Q Okay, so as f a r as we know now i t ' s a 

lay-down p r o r a t i o n u n i t . 

A Yes. 

Q Okay, g e t t i n g back t o the question of the 

south h a l f of 19, I b e l i e v e my question was, or my statement 
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was I understood t h a t HNG has an i n t e r e s t i n the south h a l f . 

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

A We do — I'm not aware of how much. I 

mean I can't give you the d e t a i l s on what we have. 

Q Have you done any study of the geology 

u n d e r l y i n g the south h a l f of 19? 

A Yes, i t ' s included on our maps. 

Q Have you made any recommendations w i t h 

respect t o the d r i l l i n g of a w e l l i n the south h a l f of 19? 

A No. 

Q Have you not been requested t o do so — 

A No. 

Q — by anybody i n your company? 

A I d i d i t myself. 

Q So t h a t ' s not p r e s e n t l y the considera­

t i o n ? 

A No. 

Q Okay, I ' l l come back t o t h a t i n a minute, 

too, but looking then up i n the n o r t h h a l f , then, the Queen 

Lake No. 19 and a m i l l i o n cumulative production over two 

years and two percent p o r o s i t y , how do you account f o r t h a t 

amount of production out of a limestone t h a t i s so low i n 

po r o s i t y ? 

A I t ' s probably f r a c t u r e d but I don't know 

t h a t i t i s . 
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Q With t h a t be your best p r o f e s s i o n a l 

guess, then? 

A Yes. 

Q Have you done, or attempted t o make any 

study on what area i s being drained by the Queen Lake Fed­

e r a l No. 19? 

A No. 

Q I t ' s not been of concern here (not under­

stood)? I t was not a c o n s i d e r a t i o n , then, I take i t , i n de­

te r m i n i n g the l o c a t i o n of a proposed l o c a t i o n i n the east 

h a l f of Section 18 by HNG? 

A We d i d n ' t t u r n i n an east l o c a t i o n . I s 

t h a t what you asked? 

Q A west h a l f , I'm s o r r y . 

A No, not r e a l l y , because what we knew from 

the 19 and our C r a f t 25 and another w e l l or two i s t h a t 

there was no sand developed and we — our primary o b j e c t i v e 

was the Atoka Sands, not the Atoka Lime. 

Q The Culebra B l u f f Sand, not the Harroun 

Sands underneath — 

A We would take any Atoka Sand we could 

f i n d . 

Q Now I'm kind of confused about t h a t be­

cause i t seems t o me t h a t I don't know what the cumulative 

production i s of the sand t o the n o r t h , the Getty Malago 
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Harroun, do you know what t h a t i s ? 

A Let's see, i t ' s 200 — about 2 0 1 - m i l l i o n 

since December of "84. 

Q And I wonder how long t h a t ' s been i n pro­

duction? 

A I don't know f o r sure. 

Q Do you know whether t h i s i s an older w e l l 

than the Queen Lake No. 19? 

A Yes, i t i s , I b e l i e v e . I b e l i e v e i t i s . 

Q So t h a t ' s over a period at l e a s t as long 

as two years and probably longer, then. 

A I b e l i e v e t h a t ' s c o r r e c t . I — I r e a l l y 

don't know, t o be honest w i t h you, myself. 

Q From a geologic p o i n t of view, why i s the 

sand so i n t e r e s t i n g t o you w i t h t h a t k i n d of production out 

of the Queen Lake Lime? 

A That's not the only w e l l t h a t produces 

out here. I f y o u ' l l look a t a l l these red dots, we have 

EURs anywhere from 3 t o 6 BCF from some of the Atoka Sands; 

some of those Atoka w e l l s . 

Q And as already pointed out, your E x h i b i t 

Number Ten shows t h a t t h i s apparently hasn't been encoun­

tered i n a number of the o f f s e t s t o the south and west. 

A Which sand? 

Q The Atoka Sand. 
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A I n the w e l l s w i t h black dots? 

Q Right. 

A They had no sands i n them. 

Q Well — 

A The — the Getty Malaga Well, Harroun 

Well, was completed i n February of 1984, so i t ' s been on 

about a year, a l i t t l e over a year. 

Q Which one i s t h a t now? 

A That's the no r t h w e l l up here. 

Q What was t h a t date again? 

A February of 1984. 

Q So t h a t would not be as o l d as the Queen 

Lake. 

A That's c o r r e c t . I was wrong; I couldn't 

remember e x a c t l y . 

Q You have an Isopach of the Culebra Sands? 

I s t h a t one of your e x h i b i t s ? 

A No, i t i s not. The i n t e r v a l t h a t i n ­

cludes the Culebra B l u f f Sand i s — i s what was — the Is o ­

pach map was made o f . 

Q Excuse me. Do you have any knowledge 

then, i f the map i s mostly a limeston, what percentage i s — 

i s sand? 

A I don't know. That's j u s t the i n t e r v a l 

t h a t the Atoka Culebra B l u f f Sand develops i n normally, and 
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what we've — what I've seen from my work i s t h a t you stand 

a b e t t e r chance t o get the Atoka Culebra B l u f f Sand devel­

oped i n the t h i c k e r i n t e r v a l s of t h i s Isopach. 

Q I assume you're saying t h a t you would ex­

pect a greater percentage of sand e x i s t s i n the t h i c k e r i n ­

t e r v a l , huh? 

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

Q What about t h i s — t h i s , again, the o f f ­

set t o the south? You haven't considered drainage, i s your 

testimony. Wouldn't i t be t r u e t h a t the proposed l o c a t i o n 

having been moved from the o r i g i n a l l o c a t i o n as presented t o 

Texaco f a r t h e r t o the north would have less of an e f f e c t i n 

p r o t e c t i n g t h i s acreage i n the south from drainage by the 

HNG Queen Lake Federal? I s n ' t t h a t a f a c t ? 

A I'm not f o r sure I understood your ques­

t i o n . Are you saying — are you asking i f t h a t ' s why we 

moved our lo c a t i o n ? 

Q No, I'm asking you wouldn't — i s n ' t i t a 

f a c t t h a t moving the l o c a t i o n f a r t h e r t o the nor t h has a 

concomitant r e s u l t of less p r o t e c t i o n t o the acres i n the 

south from the p o t e n t i a l drainage by the HNG Queen Lake Fed­

e r a l ? 

A I t depends on what we get i n t h i s loca­

t i o n . 

Q Well, j u s t — 
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A We don 1 1 have any — 

Q Just by a matter of geography, wouldn't 

you say t h a t ' s a f a c t ? 

A Geography plays not too much p a r t i n some 

of these subsurface formations t h a t you complete i n . 

Q I t must play some p a r t because obviously 

we have some r u l e s regarding l o c a t i o n s of w e l l s t h a t are 

ra t h e r s t r i c t l y adhered t o . 

I s n ' t t h a t a f a c t ? 

A I don't know and I don't t h i n k you know 

what t h i s w e l l i s d r a i n i n g , what area t h i s Federal 19 i s 

d r a i n i n g . 

Q Well, I don't know but I know somebody 

who does, I t h i n k . 

A Yes. 

Q So I guess your — your p o i n t i s t h a t 

your l o c a t i o n moved t o the n o r t h had t o do w i t h the geology 

t h a t you l a t e l y developed based on a v a r i e t y of t h i n g s , one 

of which i s as r e c e n t l y as Saturday, but obviously you'd 

already picked t h a t l o c a t i o n a t t h a t p o i n t . 

A What I said was, t h i s Isopach was rev i s e d 

Saturday. 

Q Well, the p o i n t being, however, i s you 

t h i n k t h a t — your testimony i s t h a t t h i s i s your best guess 

as t o where you w i l l encounter the sands t h a t you're lo o k i n g 

f o r . 
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A I n Section 18 t h i s i s the best l e g a l l o ­

c a t i o n we can d r i l l , i n my e s t i m a t i o n . 

Q Are there any other w e l l s producing from 

the Atoka Sand i n the area t h a t are anywhere nearly as pro­

ductive on a cumulative basis as the Queen Lake 19? 

A Yes, s i r . 

Q Which ones are those? 

A I don't have t h a t at my hand, but the 

HNG Williams Well i n Section 3 5 t o the northwest has pro­

duced over 3 BCF of gas. 

Q Which one i s t h a t , now? 

A The HNG Williams 35-1, way up t o the 

northwest on your map. 

Q I'm s o r r y , I can't f i n d i t . Okay, okay, 

I t h i n k t h a t ' s i t . 

A That w e l l has produced over 3 BCF of gas 

from the Atoka Sand. 

The 35 No. 2 has produced 1.6 BCF of gas. 

Q 1-6? 

A Yes. The Maddox Malaga No. 1 i n Section 

3 of 24, 28, has produced 6-1/2 BCF of gas from the Atoka 

Sand. 

The w e l l i n Section 26 of 23, 28, the 

Maddox Pardue Farms 26, has produced 5-1/2 BCF. 

And several of these closer w e l l s t o Sec-
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t i o n 18 are newer developments t h a t we don't have the pro­

ducti o n h i s t o r y on. 

Q And those up there i n Section 2 of 24, 

P h i l l i p s Malaga A-2, d i d n ' t encounter the sands, i s t h a t 

r i g h t , on E x h i b i t 10? The one r i g h t under your f i n g e r ? 

A Yes, s i r . 

Q And then up i n Section 25 i t d i d n ' t — 

A That's — t h a t ' s c o r r e c t . 

Q What do you t h i n k i s the r o l e of s t r u c ­

t u r e i n a l l t h i s , when i t seems t o be a somewhat — 

A I t ' s a combination of s t r u c t u r e and 

thickness which increases or decreases your r i s k of making a 

beyond commercial w e l l . 

The b e t t e r w e l l s t h a t I've j u s t given you 

the cumulative production are s t r u c t u r a l l y higher than these 

w e l l s down here t o the south, and i n f a c t , i n Section 18. 

They are older w e l l s but they are b e t t e r w e l l s than some of 

these others down here. 

Q What zone do you expect t o — the Tenneco 

Harrison 13 t o be completed i n , do you have any idea? Can 

you guess from looking a t the log? 

A We have no i n t e r e s t i n t h a t w e l l . 

Q You d i d n ' t t h i n k much a f t e r you looked a t 

the log? 

A I have more important t h i n g s t o do than 
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t r y t o f i g u r e out somebody else's problem. 

Q Did you see the Atoka Queen Lake Lime i n 

t h a t log? 

A Yes. 

Q Very s i g n i f i c a n t l y ? Was i t e s s e n t i a l l y 

A I t ' s comparable. 

Q — as shown on t h a t one? 

A I t ' s comparable t o the two logs on the 

cross s e c t i o n . 

Q Would a l e g a l l o c a t i o n i n the n o r t h on a 

lay-down, a lay-down p r o r a t i o n u n i t i n Section 18 be as de-

s i r e a b l e ? The 1980 from the west or 1980 from the east, I 

guess you have those choices? 

A Be as desireable as our Fort? 

Q Yes. 

A Not i n my e s t i m a t i o n , i t wouldn't. 

Q And why — why i s that? 

A Well, you're, using the e x h i b i t s t h a t 

I've t a l k e d about, you're moving — 

Q Because of the s t r u c t u r e ? 

A Although I've — we're t a l k i n g about not 

too much d i f f e r e n c e , but when we make l o c a t i o n s f o r the cost 

of these w e l l s we t r y t o — t r y t o get the best l o c a t i o n we 

can. 
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On the Strawn s t r u c t u r e map a l e g a l loca­

t i o n 1980 from the west l i n e would be s l i g h t l y lower s t r u c ­

t u r a l l y than the F o r t . 

Q Just m a r g i n a l l y lower, r i g h t ? M a r g i n a l l y 

lower? 

A About 40 f e e t . 

Q What does i t show on the Isopach here? 

This i s E x h i b i t E i g h t . Does t h a t show there? 

A You could a c t u a l l y , depending upon where 

you locate t h i s w e l l 1980 from the west, i f you're 660 from 

the n o r t h , the way I show i t you could have a l i t t l e b i t 

t h i c k e r i n t e r v a l t h e r e . 

Q So t h a t might be ma r g i n a l l y b e t t e r , then. 

A Correct. 

Q Okay, l e t ' s look a t E x h i b i t Number Ei g h t , 

which i s the gross Isopach. 

A Okay. 

Q Can you t e l l me how a gross Isopach t o a 

p r e v a l e n t l y limestone sequence helps chase these sands when 

t h i s i n t e r v a l thickens? 

A F i r s t o f f , t o make an Isopach map you 

want t o be sure t h a t you have a good top and a good bottom 

p o i n t t o Isopach. 

The top of the Strawn and the top of t h i s 

Atoka Lime marker are both tops t h a t can be r e a d i l y c o r r e -



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 

65 

l a t e d i n t h i s area. 

This i n t e r v a l includes the Atoka Culebra 

B l u f f s sand i n t e r v a l and, as the other e x h i b i t s show, the 

t h i c k e r the i n t e r v a l the b e t t e r chance you have t o h i t these 

Atoka sands, as E x h i b i t Ten shows. 

Q Just a second. 

MR. BATEMAN: That's a l l I 

have. 

A Okay. 

MR. STOGNER: Thank you, Mr. 

Bateman. 

Mr. Carr, any r e d i r e c t ? 

MR. CARR: No r e d i r e c t . 

MR. STOGNER: I have no ques­

t i o n s f o r t h i s witness a t t h i s time. 

Mr. Carr, does t h a t conclude 

your testimony? 

MR. CARR: That concludes our 

d i r e c t case. 

MR. BATEMAN: Mr. Chairman, I'd 

request a b r i e f recess and I ' l l put my p i c t u r e s on the w a l l . 

MR. STOGNER: You may. 

MR. CARR: Let's have a b r i e f 

recess and I ' l l take mine down. 
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(Thereupon a recess was taken.) 

MR. STOGNER: Mr. Bateman, you 

may proceed. 

MR. BATEMAN: Okay. 

RAYMOND KEITH WILLIAMS, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. BATEMAN: 

Q Would you s t a t e your f u l l name and place 

of employment f o r the record, please? 

A Raymond Keith W i l l i a m s ; employed by Texa­

co, Inc., i n Midland, Texas. 

Q Mr. Wil l i a m s , how are you employed and i n 

what capacity? 

A I'm a development g e o l o g i s t working i n 

southeast New Mexico p r i m a r i l y . 

Q Have you p r e v i o u s l y t e s t i f i e d before the 

Div i s i o n ? 

A No, I haven't. 

Q And would you s t a t e f o r the record what 

your educational and work experience has been? 
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A I have a BS i n geology from Texas Tech 

U n i v e r s i t y and I've been employed since May, 1980, a p p r o x i ­

mately f i v e years. 

Q By Texaco? 

A Yes, s i r . 

Q What's your experience w i t h the area 

which i s the subject of Texaco Producing's a p p l i c a t i o n 

today? 

A Not — i t doesn't date t h a t f a r back, 

only probably two, two months, something l i k e t h a t , i n t h i s 

s p e c i f i c area here. 

Q What i s your experience i n — w i t h 

respect t o acreage owned by Texaco i n New Mexico? 

A I t ' s p r e t t y extensive. I've worked the 

Hobbs D i s t r i c t Area f o r about three and a h a l f years. I 

know p r e t t y w e l l what our leasehold p o s i t i o n and p r o p e r t i e s 

are i n the area. 

Q And i n your p o s i t i o n , then, have you 

f a m i l i a r i z e d y o u r s e l f w i t h the geology of the area which i s 

the question of the a p p l i c a t i o n today? 

A Yes, s i r . 

MR. BATEMAN: I o f f e r Mr. 

Williams as an expert. 

MR. STOGNER: He i s so 

q u a l i f i e d i f there are no o b j e c t i o n s . 
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Q Mr. W i l l i a m s , what i s Texaco Producing 

requesting by i t s a p p l i c a t i o n today? 

A We're requesting t o d r i l l a 12,400 f o o t 

w e l l t o t e s t the Atoka formation a t a l e g a l l o c a t i o n 1980 

from the west l i n e , 660 from the south, Section 18, 24 

South, 29 East. 

Q Now, i n connection w i t h t h a t a p p l i c a t i o n 

d i d you prepare E x h i b i t One? 

A Yes, s i r . 

Q Would you review E x h i b i t One f o r the Exa­

miner? 

A Okay. E x h i b i t One i s a s t r u c t u r e map. 

I t ' s on top of the massive Atoka i n t e r v a l and i t b a s i c a l l y 

shows r e g i o n a l d i p o f f t o the east/southeast a t approxi­

mately 150 f e e t per m i l e . 

The w e l l s are coded as t o Morrow produc­

t i o n and p r i m a r i l y broken out as t o producing i n t e r v a l w i t h ­

i n the Atoka series and the Strawn i n t e r v a l t h e r e . 

And Texaco's acreage i n question i s shown 

i n yellow there i n Section 18. 

"A" i s our l o c a t i o n there w i t h the arrow, 

and i t does show an unprotected o f f s e t there t o the south i n 

Section 19, being the HNG Queen Lake Federal. 

Q Now you've shown also l o c a t i o n s proposed 

and a c t u a l l y occupied by HNG, have you not? 
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A Yes, I've showed the o r i g i n a l proposal t o 

us and the c u r r e n t l y d r i l l i n g w e l l up there i n the n o r t h , 

and I've showed the other — the other deep e i t h e r complete 

or d r i l l i n g w e l l s , being the Pogo L i g h t f o o t Com and the Ten­

neco Harrison t o the west i n Section 13. 

Q Would you proceed w i t h what's been marked 

E x h i b i t Two? 

A E x h i b i t Two i s the o r i g i n a l proposal t o 

Texaco from HNG and p r i m a r i l y i t j u s t states the — what's 

shown on the map. 

The o r i g i n a l proposed l o c a t i o n was the 

1980 from south and 660 from the west l i n e of Section 18. 

Q Can you t e l l me why you recommended, I 

presume you recommended, the Texaco l o c a t i o n ? 

A A f t e r reviewing t h i s — t h i s area and 

considering — a l l things considered, i t appeared t h a t — I 

t h i n k Gary w i l l t a l k about i t a l i t t l e b i t — t h a t the 

p o t e n t i a l f o r drainage was p r e t t y high out of the — out of 

the i n t e r v a l t h a t the HNG Queen Lake Federal i s — i s com­

pl e t e d out o f , what we c a l l the Ivanovia Bank Zone, w i t h r e ­

ference t o i t s type of algae i t appears t o be composed o f , 

and p r i m a r i l y thought, or s t i l l f e e l t h a t a l o c a t i o n as pro­

posed would b e t t e r p r o t e c t our lease from drainage i n t h a t 

zone than would — than would e i t h e r the o r i g i n a l proposal 

or the c u r r e n t l y d r i l l i n g HNG Fort 18 Com. 
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Q What would be the primary o b j e c t i v e , 

then, of the w e l l d r i l l e d a t Texaco's proposed l o c a t i o n ? 

A I t would be t h i s , what we would c a l l the 

Ivanovia Bank Zone, which HNG r e f e r r e d t o as the Queen Lake 

Federal Zone. 

Q You mean those two are one and the same, 

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

A Yes, s i r . 

Q Would you proceed, then, w i t h what's been 

marked E x h i b i t Three? 

A Okay. E x h i b i t Three i s — the t r a c e of 

E x h i b i t Three i s A-A' on E x h i b i t One, running roughly 

east/west from the Superior Mayer Federal Com i n Section 26 

up the n o r t h , t o the Maddox Energy Malaga Well i n Section 3. 

This i s a s t r a t i g r a p h i c s e c t i o n . I t ' s 

the b i g one. I t shows — i t ' s hung on a shale break w i t h i n 

the Strawn-Atoka carbonate i n t e r v a l here, and shows the con­

sist e n c y of the Atoka-Ivanovia-Queen Lake Limestone. I t ' s 

the uppermost one colored i n yellow, being the same zone 

colored i n blue on HNG's cross s e c t i o n . 

Q Just f o r the record, then, the w e l l s i n ­

cluded i n the cross s e c t i o n A-A' are shown on E x h i b i t One or 

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

A Yes, s i r . To p o i n t out some of these 

w e l l s , t h i s i s HNG's w e l l completed i n t h a t zone t h e r e . 
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This i s a Coquina w e l l completed out of 

the sand t h a t s i t s immediately above t h a t bank i n t e r v a l . 

This w e l l 

Q Which w e l l do you p o i n t to? 

A The Coquina, t h i s f i r s t one here. 

MR. STOGNER: What i s the name 

of the w e l l ? 

A I t ' s Coquina C r a f t No. 1. 

MR. STOGNER: Okay, and t h a t i s 

the t h i r d one from the r i g h t ? 

A Yes, s i r . I t ' s i n Section 13 on t h a t 

map. 

I t i s completed as an Atoka C l a s t i c pro­

ducer. This w e l l has subsequently been, according to the 

monthly committee production books, been obtained by Santa 

Fe Energy, which i s the next w e l l on the s e c t i o n , which i s 

the recent completion, has been obtained by them from I 

t h i n k now probably defunct Coquina, and t h i s w e l l i s com­

ple t e d i n t h i s Ivanovia Zone, as i s t h i s . 

This w e l l was d r i l l e d on an unorthodox 

l o c a t i o n forming a south h a l f p r o r a t i o n u n i t i n between 

these two w e l l s , which --

MR. STOGNER: Whoa, whoa, what 

are "these two wells"? 

A I'm so r r y , the map, t h i s map number one, 
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you can f o l l o w w i t h t h a t . 

Okay, I'm t a l k i n g about these --

MR. STOGNER: Well, name those 

wells because the t r a n s c r i p t s aren't going t o be able t o — 

A Okay. 

MR. STOGNER: — d i s t i n g u i s h 

between "these" w e l l s and " t h a t " w e l l and " t h i s " w e l l . 

A Okay. The Coquina C r a f t Well i s the one 

t h a t i s not p e r f o r a t e d across the same i n t e r v a l . 

Santa Fe Burkham Federal was a w e l l t h a t 

was d r i l l e d r e c e n t l y and i s completed out of t h a t i n t e r v a l . 

Eastland Coursen ( s i c ) Federal i n Section 

12 also had the Bank i n t e r v a l but i t completed out Atoka 

zones above the Bank. 

This w e l l , the Santa Fe Burkham Fed, 

which was completed i n -- I don't b e l i e v e i t ' s had a poten­

t i a l t e s t , p o t e n t i a l f i l e d here. 

The l a s t t e s t i t had a COF of 2.1 out of 

t h i s zone. This w e l l a t t e s t s t o the p r o d u c t i v i t y of the 

well s e i t h e r s i d e , being the Eastland Coursen Fed, and the 

Coquina C r a f t Well. 

Log comparisons on a l l these w e l l s show 

t h a t these w e l l s t h a t have been p e r f o r a t e d i n t h a t i n t e r v a l 

would indeed show t h i s zone t o be productive across t h i s 

acreage here. 
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And i t continued on t o the — on t o the 

west p r e t t y good, and there are some more producers, being 

the Pogo L i g h t f o o t Com d i d have some p e r f o r a t i o n s across the 

zone. I t also had some Upper Strawn p e r f o r a t i o n s . 

The Coquina Marek Well i s a completion 

out of the Ivanovia Bank. 

The Coquina Vest Well i s -- i s a c l a s t i c 

w e l l again, and again i t came i n t o an Atoka C l a s t i c zone, 

th e r e f o r e d i d not t e s t the Ivanovia Bank i n t e r v a l , as do ap­

p a r e n t l y a l o t of — a l o t of w e l l s as they come i n t o any --

any sand i n t e r v a l s they would r a t h e r complete i n those more 

obvious pays than they would t h i s -- t h i s t i g h t , c o n s i s t e n t 

limestone through here. 

This A-A' p r i m a r i l y t r i e s t o show s t r a t i ­

g r a p h i c a l l y the consistency of t h i s -- of t h i s Bank i n t e r v a l 

and the t e s t s and i t s p r o j e c t i v i t y i n those w e l l s where i t 

has been t e s t e d . 

And i t also p o i n t s out t h a t the p r o d u c t i ­

v i t y i n a l l the w e l l s t h a t i t i s completed out o f , the poro­

s i t y i s apparently as low as t h a t of the Queen Lake Federal 

19, a l l i n a range of one t o two percent on a — on a poro­

s i t y l o g . 

I t h i n k t h a t ' s a l l I have. 

Q Proceed, then, w i t h what's been marked as 

E x h i b i t Number Four, which i s an Isopach map of the area. 
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A E x h i b i t Number Four i s a gross Isopach of 

t h i s i n t e r v a l we're t a l k i n g about, t h i s Ivanovia Bank i n t e r ­

v a l , across these — these townships here. In general i t 

thickens t o the east, as you see on t h a t cross s e c t i o n , and 

on t h i s map, and t h i n s t o the west and e v e n t u a l l y pinches 

out over there i n Sections 15 and 22. 

I t shows i t t o be of uniform thickness 

surrounding the lease and the proposed l o c a t i o n , w i t h the 

Coquina C r a f t Well i n Section 13 having 16 f e e t . 

The Eastland Coursen Federal Well i n Sec­

t i o n 12 having 14 f e e t ; Santa Fe Burkham completion w i t h i n 

t h a t zone having 14 f e e t ; Tenneco Harrison Well, which i s 

not t e s t e d as of y e t , having 14 f e e t ; and HNG Queen Lake 

Fed, which i s productive out of t h a t zone having 14 f e e t . 

Up towards the no r t h i n the Getty Harroun 

Well, which i s not t e s t e d , e i t h e r , i t also has 16 f e e t . 

This Isopach shows good c o n t i n u i t y 

through t h i s zone over most of t h i s area c e n t e r i n g around 

t h i s lease here. 

While we be l i e v e t h a t the gross i n t e r v a l 

and the Bank i n t e r v a l i s — i s c o n s i s t e n t around t h i s lease, 

we don't b e l i e v e t h a t the p r o d u c t i v i t y of i t w i l l be as con­

s i s t e n t . The apparent low p o r o s i t y and low p e r m e a b i l i t y a t ­

t e s t s to the the f a c t t h a t the zone i s f r a c t u r e d and w h i l e 

t h i s map shows possible production i n a l l areas, i t ' s prob-
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ably misleading due to — due t o b e t t e r f r a c t u r e d areas. 

I t h i n k you can s a f e l y say, though, t h a t 

a stand-up p r o r a t i o n u n i t , our acreage forming the east 

h a l f , would be a r i s k i e r l o c a t i o n by the f a c t t h a t you're 

o f f a trend which shows c o n s i s t e n t l y 14 f e e t and shows the 

zone t o be productive along t h a t t r e n d . 

That, coupled w i t h the f a c t t h a t a stand-

up l o c a t i o n i n the east h a l f by Texaco would have t o neces­

s a r i l y , t o be orthodox, would be 1980 from the lease l i n e 

and not 660, as proposed, which would incur f u r t h e r drainage 

problems by us on top of — on top of having a r i s k i e r loca­

t i o n i n the east h a l f . 

Q A l l r i g h t , w i l l you proceed here w i t h 

what's on the w a l l here marked E x h i b i t Five? 

A Okay. E x h i b i t Five i s j u s t the second 

cross s e c t i o n t h a t runs north/south from the Getty Well. 

I t ' s e s s e n t i a l l y , i t ' s got the same two w e l l s as the HNG 

cross s e c t i o n , the Getty Well, HNG Queen Lake Well. I t goes 

to the HNG C r a f t Well and down to the Amoco w e l l i n Section 

35 of 24, 28. 

Again you can see the consistency of the 

— of the Ivanovia Bank i n these w e l l s and the p e r f o r a t e d 

i n t e r v a l s i n both the HNG C r a f t Well and the HNG Queen Lake 

Federal Well. 

The proposed l o c a t i o n shows there t o be 
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j u s t the — t o the r i g h t of the HNG w e l l . 

And again, i t j u s t k i n d of shows the con­

t i n u i t y of the zone through -- through the acreage i n ques­

t i o n , through the proposed l o c a t i o n . 

We r e a l l y don't f e e l t h a t there's much of 

a chance t h a t these sandstones out here can be sold as they 

do -- they are good producers when you come i n t o them but, 

as you can t e l l by HNG's e x h i b i t s and our e x h i b i t s , t h a t 

they're awful chancey s t r a t i g r a p h i c r e s e r v o i r s , whereas w i t h 

t h i s — t h i s limestone, you're a t l e a s t dealing w i t h a con­

s i s t e n t u n i t and only p o s s i b l y the q u a l i t y of the production 

i s i n question, not -- not the f a c t t h a t i t ' s p o s s i b l y not 

there a t a l l . 

Q I s q u a l i t y of production a f u n c t i o n of 

f r a c t u r i n g i n your opinion? 

A I t h i n k i t has t o be, yes, s i r , from 

examining a l l the logs, the type of invasion p r o f i l e s r e l a ­

t i v e l y , and t h i n g s , the kind of p o r o s i t y i n what Gary has t o 

show l a t e r , I t h i n k t h a t f r a c t u r i n g i s the c o n t r o l l i n g f a c ­

t o r . 

Q What i s your o p i n i o n , then, of the — of 

the a t t r a c t i o n of Texaco's proposed l o c a t i o n as compared to 

HNG's proposed a c t u a l l o c a t i o n ? 

A Our a t t r a c t i o n i s t o — t o keep from suf­

f e r i n g drainage, f u r t h e r drainage, p r i m a r i l y from the w e l l 
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— from both t h e i r proposed l o c a t i o n s . 

This w e l l t h a t ' s c u r r e n t l y d r i l l i n g by 

HNG i s o f f s e t t i n g a w e l l t h a t they — t h a t they say and t h a t 

we say has no Atoka Sand i n i t , and i t gets down t o the f a c t 

t h a t the chances are t h a t t h e y ' l l probably have t o look t o 

completing i n t o something else i f they do not come i n t o any 

sands, and t h i s limestone i s p r i m a r i l y the b a i l out zone 

which, which would d r a i n our acreage t o a large degree, as 

w e l l as keep us from d r a i n i n g t h e i r Queen Lake Federal by 

d r i l l i n g a w e l l a t our proposed l o c a t i o n . 

Q Are you f a m i l i a r w i t h the e f f o r t s t h a t 

were made t o form a u n i t by Texaco? 

A Yes, s i r . 

Q Would you r e f e r t o what's been marked 

Five-A and describe t h a t t o the Examiner? 

A This was j u s t Texaco's counter-proposal, 

or proposal t o d r i l l our t e s t , dated March 22nd. At t h i s 

time t h e i r w e l l had already been spud. I t s t i l l was w i t h i n 

the time t h a t we were given on the i n i t i a l l e t t e r , which was 

a spud date around March 30th, 1985. 

Q To your knowledge i s Texaco prepared t o 

proceed and spud a w e l l had i t gotten approval? 

A Yes, s i r . 

Q What can you t e l l us about the time frame 

i n making a decis i o n on t h i s proposal t h a t HNG made? 
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A I t was handled under the circumstances i n 

the most t i m e l y fashion t h a t we handle out. I t had a couple 

weeks leeway where we had e v i d e n t l y been l o s t a l i t t l e b i t . 

I t had gone t o a d i f f e r e n t o f f i c e and then made i t s way t o 

our o f f i c e through — through our land people. 

Q When d i d the r e s p o n s i b i l i t y f o r Getty ac­

reage get t r a n s f e r r e d t o Texaco Producing? 

A P r i m a r i l y the date of the merger, which 

was January 1st, '85. 

This i s an on-going p r o j e c t e v a l u a t i n g 

the status of a l o t of Getty leases. We have been — have 

been doing t h a t . This i s p a r t of t h a t p r o j e c t a l s o . 

Q Mr. Wi l l i a m s , do you have an opinion con­

cerning the r i s k p o t e n t i a l involved i n d r i l l i n g a w e l l a t 

the Texaco proposed l o c a t i o n ? 

A Risk, I'm s o r r y , I don't understand. 

Q The r i s k of o b t a i n i n g p roduction. 

A Oh, I don't be l i e v e t h a t the r i s k i s t h a t 

high f o r our w e l l completing i n the same zone. I t looks --

i t looks r e a l good i n the — i t has produced r e a l w e l l i n 

the Queen Lake Well. I t looks c o n s i s t e n t across Section 13. 

This w e l l p r o j e c t s i n t o t h a t cross se c t i o n and everywhere 

you have any doubt the zone i s not t e s t e d . 

So I t h i n k t h a t there — the r i s k would 

not be high a t t h a t — a t t h a t l o c a t i o n . 
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Q Not as high as i t would be i n the other 

l o c a t i o n , i s t h a t — 

A Right. 

Q — your testimony? 

A Yes, s i r . 

Q Do you have anything f u r t h e r t o add? 

A Just — j u s t one comment about t h i s gross 

Isopach. I n looking a t these sands — 

Q Excuse me, l e t ' s i d e n t i f y i t f o r the r e ­

cord . 

A E x h i b i t Number Eigh t , HNG's e x h i b i t , 

which i s the top of the Strawn, top of the Atoka Limestone, 

which roughly — which roughly on these two cross s e c t i o n s , 

being our cross s e c t i o n s , E x h i b i t Number Three and Number 

Five, i s an i n t e r v a l t h a t shows anywhere from 336 f e e t t o 

406 f e e t t h a t ' s predominantly a carbonate i n t e r v a l t h a t i s 

pa r t of the Strawn Bank. 

You can see on Section A-A', E x h i b i t Num­

ber Three, how t h i s u n i t b u i l d s up between the Queen Lake 

Federal Well and the Coquina C r a f t Well. This i s a Bank i n ­

t e r v a l . The chances of mapping t h a t gross i n t e r v a l w i t h 300 

f e e t and using t h a t t o t r y t o explore or develop an 8-foot 

Atoka sand s t r i n g e r i s — i s somewhat, I t h i n k , impossible. 

There i s no Isopach of the Atoka zones, the sand zones i n 

which — which HNG Fort 18 Com i s supposedly supposed t o 
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come i n t o . There are no Isopachs, nor i s there any sand i n 

the w e l l i n Section 13 t o — t o the west, being the Tenneco 

Harrison. 

I t h i n k t h a t t h a t makes t h a t a higher 

r i s k l o c a t i o n as f a r as coming i n t o a sand. I f i t comes 

i n t o only t h i s Ivanovia or Queen Lake Lime, then again i t ' s 

the problem of drainage on our lease from the n o r t h and the 

south. 

Q Mr. Wil l i a m s , were E x h i b i t s One through 

Five-A prepared by you or under your d i r e c t i o n ? 

A Yes, s i r . 

MR. BATEMAN: I o f f e r E x h i b i t s 

One through Five-A a t t h i s time. 

MR. STOGNER: I f there are no 

obje c t i o n s --

MR. CARR: There are no 

ob j e c t i o n s . 

MR. STOGNER: — E x h i b i t s One 

through Five w i l l be admitted i n t o evidence a t t h i s time. 

MR. BATEMAN: No f u r t h e r 

d i r e c t . 

MR. STOGNER: Mr. Carr, your 

witness. 

MR. CARR: Thank you. 
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CROSS EXAMINATION 

BY MR. CARR: 

Q Mr. Wi l l i a m s , l e t ' s look a t your E x h i b i t 

Number One, the s t r u c t u r e map. 

Is t h i s s t r u c t u r e d on top of the same i n ­

t e r v a l as the map p r e v i o u s l y , the s t r u c t u r e map presented by 

HNG? 

A Let's see, do you have a copy of t h a t 

s t r u c t u r e map there? 

MR. BATEMAN: Which e x h i b i t are 

you r e f e r r i n g to? I'm s o r r y . 

MR. CARR: The s t r u c t u r e map, 

which i s E x h i b i t Seven. 

A No, s i r . 

Q The HNG s t r u c t u r e map i s on what horizon? 

A I t i s on top of the Strawn. 

Q And you're on the top of the Atoka? 

A The top of the Atoka, Massive Atoka i n ­

t e r v a l , which s i t s r i g h t above or r i g h t below, excuse me, 

the pay i n the Queen Lake Federal. 

Q Do you know of anything i n here which 

would tend t o — they seem t o be f a i r l y c l ose, one t o the 

other. I n your experience do the two s t r u c t u r e maps seem t o 

— do the s t r u c t u r e s seem t o p a r a l l e l one another p r e t t y 
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much? 

A No, s i r , they don't. I f you r e f e r t o Ex­

h i b i t Number Three, between the HNG w e l l and Coquina C r a f t 

Well — 

MR. BATEMAN: Just f o r the r e ­

cord, you've got these i d e n t i f i e d by numbers at the top. 

Which w e l l s are you speaking 

of? 

A The No. 2 and the No. 3, r i g h t i n the 

area of i n t e r e s t . 

You see, i t gets back t o t h i s t h i n g being 

a bank and i f you match s t r u c t u r e on the top of t h a t dark 

l i n e up th e r e , y o u ' l l get a normal, a normal amount of d i p 

on t h a t because of the f a c t t h a t i t ' s a f a c i e s change and 

i t ' s not a r e g i o n a l s t r u c t u r e l i n e and I t h i n k i t ' s k i n d of 

misleading, the f a c t t h a t t h i s map doesn't r e a l l y p i c k out 

points t o the east where t h i s s t u f f t o t a l l y , p r e t t y much 

shales out at the top. 

MR. BATEMAN: You're r e f e r r i n g 

t o E x h i b i t Number Seven now. 

A Yes. 

Q I f we look a t your E x h i b i t Number Three, 

the HNG s t r u c t u r e map i s on the top of the Strawn, which i s 

the top l i n e across your cross s e c t i o n , i s t h a t not c o r r e c t ? 

A Yes, s i r . 
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Q And which i s the i n t e r v a l which you have 

mapped on t h a t cross section? Where would be the top? 

A I t would be Atoka Limestone, the s t r u c ­

t u r a l marker r i g h t here. 

Q So you're looking a t the — at the lime­

stone area instead of the n e t i r e i n t e r v a l t h a t was being ad­

dressed i n the cross s e c t i o n , or i n the s t r u c t u r e map of 

HNG. 

A Yes, s i r . I'm looking a t the i n t e r v a l 

t h a t s i t s immediately below the pay i n the Queen Lake 

Federal and best m i r r o r s s t r u c t u r e on t h a t zone w i t h o u t map­

ping i t s e l f , i t i t s e l f . 

Q And your testimony, you're focusing ac­

t u a l l y on the — on the limestone i n t e r v a l . 

A Yes, s i r . 

Q That i s below the other sand s t r i n g e r s 

t h a t HNG t e s t i f i e d t o . 

A Yes, s i r . 

Q Now I'd l i k e t o , before we go through 

some of the other e x h i b i t s , t a l k t o you f o r a minute about 

sequence of events which led up t o these proposals. 

You t e s t i f i e d , I b e l i e v e , t h a t you were 

aware of the e f f o r t s made by HNG and Texaco t o reach a v o l ­

untary agreement. 

Are you aware of any l e t t e r other than 
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your l e t t e r t h a t ' s marked as your E x h i b i t Five-A t o HNG con­

cerning the d r i l l i n g of a w e l l i n the south h a l f of t h i s 

section? 

A No, s i r , I am not. 

Q Are you aware of any communications p r i o r 

t o t h a t time concerning the d r i l l i n g of a w e l l ? 

A I'm aware of a phone conversation from 

Bennie T i d w e l l to I'm not sure, the HNG landman t h a t spoke 

t o the same t h i n g s as t h a t l a t e r d i d . 

Q Did t h a t precede the March 22nd l e t t e r ? 

A Yes, s i r . 

Q By how much time? 

A The date on t h a t f e l l somewhere i n be­

tween — I don't have an exact date. I t ' s somewhere i n be­

tween the 13th and the 22nd. 

Q Were you aware of what was going on i n 

t h i s s e c t i o n , say, on March 22nd, 1985? 

A I n t h i s section? You mean i n — 

Q I n Section 18? 

A Yes, s i r . 

Q Were you aware at t h a t time t h a t HNG had 

already d r i l l e d a l o c a t i o n of t h e i r w e l l ? 

A I b e l i e v e so. We keep w i t h the c u r r e n t 

— I do b e l i e v e i t came out i n the Midland Reporter Tele­

gram. I t h i n k t h a t t h a t was p r i o r t o the spud date t h e r e . 
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Q So you were aware t h a t they had already 

constructed a l o c a t i o n a t the time you made t h i s formal pro­

posal t o them. 

A I'd have t o say yes, s i r . 

Q Now t h i s proposal only gives HNG the op­

p o r t u n i t y t o simply pay t h e i r share and p a r t i c i p a t e i n the 

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

A Yes, s i r . 

Q Were there any other o f f e r s made or any 

other a l t e r n a t i v e s proposed t o HNG? 

A Not t h a t I know. 

Q Are you aware of any other correspondence 

at a l l concerning the d r i l l i n g of Texaco's w e l l t o HNG? 

A No. 

Q Are you aware of any telephone conversa­

t i o n s other than those you've j u s t r e c i t e d ? 

A No, s i r . 

Q Are you aware of any meetings t h a t were 

held? 

A No, s i r . 

Q This i s the only — one telephone c a l l 

and t h i s l e t t e r c o n s t i t u t e a l l of Texaco's e f f o r t s t o o b t a i n 

v o l u n t a r y j o i n d e r i n the w e l l ? 

A As f a r as I know. 

Q When d i d you f i r s t l e a r n of HNG's pro-
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posal? 

A On or about February 6 th. 

Q Do you have any idea when i t was t h a t a 

dec i s i o n was a c t u a l l y made by Texaco t o not p a r t i c i p a t e i n 

the w e l l t h a t HNG was proposing? 

A I t h i n k i t was j u s t p r i o r t o March 6th. 

I'm not sure how much. 

Q To March 6th? 

A March 6th. 

Q Okay. When d i d you f i r s t p e r s o n a l l y be­

come involved i n studying t h i s area? 

A Right around t h a t date, February 6th 

date. 

Q And t o your knowledge was anyone else 

working on t h i s prospect p r i o r t o t h a t time? 

A Yes, s i r , we had two, two Getty geolo­

g i s t s t h a t had kept c u r r e n t w i t h the area and were — were 

at l e a s t f o l l o w i n g a c t i v i t y . 

Q Do you know who they were? 

A One was Dennis Kuhful and I t h i n k i t ' s 

Dick R i c k l i , i t was, a t l e a s t , t h e i r area of r e s p o n s i b i l i t y 

p r i o r t o my f i r s t exposure t o i t . 

Q How long have you been w i t h Texaco? 

A I t w i l l be f i v e years next month. 

Q During t h a t period of time has your area 
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of r e s p o n s i b i l i t y f o r the company included t h i s p o r t i o n of 

southeast New Mexico? 

A Oh, yes, s i r . 

Q How many w e l l s d u r i n g t h a t p e riod of time 

has Texaco d r i l l e d i n the Atoka i n t h i s general area, say 

w i t h i n even ten miles of the area? 

A Well, I'd say none, probably. 

Q You're not aware of any? 

A No, s i r . 

Q Now i f I understand, l o o k i n g a t these 

p l a t s , your r e a l concern i n proposing t h i s w e l l l o c a t i o n i s 

to p r o t e c t t h i s acreage from drainage. 

A Yes. 

Q Your proposed l o c a t i o n would be 660 f e e t 

o f f the common lease l i n e . 

A Yes, s i r . 

Q And HNG's l o c a t i o n would be e i t h e r 1950 

or 1980 o f f t h a t common lease l i n e . 

A Their o r i g i n a l proposed l o c a t i o n ? 

Q No, the l o c a t i o n of the Queen Lake Fed­

e r a l . 

A Oh, yes, s i r . Yes, s i r . 

Q And so you would be v i r t u a l l y 2/3rds 

close r t o t h a t common lease l i n e than HNG. 

A Yes, s i r . 
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Q This would give you an advantage, would 

i t not? 

A Yes, s i r . 

Q Now, could you t e l l tne again why i t i s 

you propose t o locate the w e l l where you d i d and not t o the 

west? I'm s o r r y , not t o the east — 

A Not t o the east? 

Q — from t h a t l o c a t i o n ? Yes. 

A Like the cross s e c t i o n , E x h i b i t Three, 

has shown here, we're shown the c o n t i n u i t y through the 

through where the w e l l s are located. Just the f a c t t h a t the 

w e l l s are located t o the east — or t o the west and not the 

east, and you can see s i m i l a r c h a r a c t e r i s t i c s on the logs 

through those i n t e r v a l s where i t i s not t e s t e d , leads us t o 

b e l i e v e t h a t t h a t i s a much safer l o c a t i o n where i t ' s pro­

posed and not i n the east h a l f . 

Again, an east h a l f would be 1980 from 

the south l i n e , which i s as f a r , p r a c t i c a l l y as f a r n o r t h as 

HNG's c u r r e n t l y d r i l l i n g l o c a t i o n . 

Q You have standard l o c a t i o n s f o r a south 

h a l f u n i t i n the southwest quarter of 18, do you not? 

A Pardon? 

Q There are standard l o c a t i o n s i n the 

southeast quarter of 18 i f you have a lay-down u n i t , do you 

not? 
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A We have a — the w e l l where i t i s pro­

posed or you mean one t o the — 

Q You could move t o the east of t h a t loca­

t i o n — 

A Oh. 

Q — i n the south h a l f of 18. 

A Yes, s i r . 

Q And s t i l l be a t a standard l o c a t i o n . 

A Right. 

Q That would put you i n close r p r o x i m i t y t o 

the HNG w e l l , would i t not? 

A Yes, s i r , by a small margin. 

Q And yet you're p r e f e r r i n g t o be s t r u c t u r ­

a l l y -- are you closer t o the w e l l s o f f t o the west than you 

are g e t t i n g close t o the w e l l i n which you be l i e v e you have 

such good sand — or limestone development. 

A We're t r y i n g t o get close r on a l i n e 

drawn between the Queen Lake Federal and the next produc­

t i o n , or the Santa Fe Burkham i n Section 12, which i s the 

next production out of t h a t zone and the s i m i l a r character­

i s t i c s i n the same zone i n Section 13 t h a t i s not t e s t e d , 

and t h a t puts i t i n t h a t l o c a t i o n r i g h t t h e r e . 

Q And t h a t ' s the Santa Fe Burham i n Section 

12. 

A Yes, s i r . 
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Q And so you are attempting t o be on a l i n e 

between those two w e l l s . 

A Yes, s i r . 

Q Do you b e l i e v e t h a t there i s — would be 

any t r e n d i n g of the f r a c t u r i n g or should I — 

A Yes, s i r . 

Q — reserve t h a t ? 

A Just based on where — where i t occurs, I 

would say t h a t , you know, t h a t there i s — t h a t i s where you 

see i t . That i s the only reason why you'd want t o be i n 

t h a t spot. 

Q And so t r y i n g t o l i n e up between those 

two w e l l s i s the reason t h a t you are — 

A At t h a t l o c a t i o n . 

Q — a t t h a t l o c a t i o n and not t o the east 

A Yes. 

Q — i n the south h a l f . 

I f you proposed a stand-up west h a l f u n i t 

you could more i n l i n e between those two w e l l s , could you 

not? 

A Yes, s i r , but not on our acreage. 

Q But i t would be w i t h i n the pooled 

acreage, would i t not? 

A Right. 
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Q And you would have the r i g h t t o d r i l l on 

there i f you were able t o o b t a i n a pool i n g order, or do you 

know? 

A I couldn't say. 

Q Now your cross s e c t i o n i s used t o demon­

s t r a t e the presence of the limestone. Does i t show anything 

beyond tha t ? 

A Yes, s i r , i t shows the — the c u r r e n t 

lack of p o r o s i t y i n the Queen Lake Federal Well c o n s i s t e n t l y 

i n t h a t zone a l l the way across t h a t s e c t i o n , and i t gets 

back t o the w e l l s t h a t — t h a t don't produce out of i t , ap­

p a r e n t l y because they come i n t o a d d i t i o n a l pays and they 

don't — i t ' s not a very obvious pay. I t ' s back t o the 

f r a c t u r i n g and how — how you evaluate your logs and t h i n g s 

l i k e t h a t . There's nothing looking a t a log percent poro­

s i t y t h a t you could say t h a t you could make a BCF out of or 

more than t h a t . 

Q So what t h i s shows i s the presence of a 

sand and the lousy p o r o s i t y throughout, whether you have a 

w e l l there or not. 

A Of the sand? 

Q Of the limestone. 

A Yes, s i r . I t shows — i t shows the con­

sistency of the u n i t and i t shows t h a t those w e l l s t h a t are 

not t e s t e d i n t h a t u n i t have as good a log character as 
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those t h a t are producers w i t h i n t h a t u n i t . 

Q So i f we look a t the HNG Queen Lake Fed­

e r a l Well, we see the presence of the sand body and from log 

character — 

A Of the limestone? 

Q Of the limestone — 

A Yes, s i r . 

Q — and the — you see the presence of the 

limestone and you a l s o , from the log on the HNG Queen Lake 

Federal Well, can see t h a t from a p o r o s i t y p o i n t of view 

i t ' s f a i r l y poor, from the l o g . 

A Yes, s i r . 

Q And then i f we go t o , say, the Santa Fe 

Energy Burkham No. 1, we see v i r t u a l l y the same t h i n g — 

A Yes. 

Q — the presence and poor p o r o s i t y i n t h a t 

limestone. 

Also, i f we go t o the HNG C r a f t we can 

see presence of the limestone, would we not? 

A Yes, s i r . 

Q And we'd also see t h a t i t ' s from log 

c h a r a c t e r i s t i c s f a i r l y poor. 

A Yes, s i r . 

Q So r e a l l y a l l t h a t we can gather from 

these cross sections i s t h a t you've got the limestone and 
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t h a t when you look a t i t j u s t from the log t h a t i t ' s f a i r l y 

comparable. 

A Yes, s i r . The other witness does have an 

e x h i b i t t h a t breaks t h a t out a l i t t l e b i t b e t t e r . 

Q Yes. 

A Having t o do w i t h a d d i t i o n a l logs run on 

these w e l l s . 

Q Okay, he's going t o b u i l d on what you've 

got. 

A Yes. 

Q But what we've got here i s j u s t t h a t . 

A Right. 

Q Now i f we go t o your Isopach map, E x h i b i t 

Four, you have b u i l t t h i s map, t h i s i s a map of the lime­

stone again. 

A Yes, s i r . 

Q I t doesn't — i t i s n ' t a map of the same 

s o r t of i n t e r v a l t h a t HNG was mapping when they were looking 

a t e v e r ything up through the top of the Strawn. 

A No, s i r , i t ' s j u s t the pay i n the o f f s e t 

w e l l t o the south. 

Q Okay. And what you're r e a l l y doing i s 

you're, i f I understand your testimony, i s you're s t a t i n g 

t h a t Texaco's i n t e r e s t i s the limestone and not the possi b l e 

sand bodies t h a t might be encountered. 
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A I t h i n k a f t e r e v a l u a t i o n , i n i t i a l l y we 

l i k e t o stay o p t i m i s t i c and say t h a t you would come i n 

through, I t h i n k , the new c o n t r o l i n Section 13, and knowing 

how these sands come and go, I would say t h a t t h a t would 

have t o be c o r r e c t . 

Q And so you're focusing j u s t on the one 

i n t e r v a l . 

A Yes. 

Q I t i s possi b l e t h a t i f you were able t o 

complete i n these sand s t r i n g e r s t h a t t h a t would increase 

the chance of having a successful w e l l , i s t h a t not true? 

A Yes, s i r , but i f I understand c o r r e c t l y , 

where we d r i l l o f f s e t s , we p r i m a r i l y stay i n the zones t h a t 

remain competitive and would have t o , by t h a t f a c t , complete 

i n t h i s limestone t h a t i s completed i n Section 19 down 

ther e . 

Q Okay, so you're looking a t the limestone 

j u s t t o o f f s e t any possible drainage t h a t might be occur­

r i n g . 

A Yes. 

Q You d i d n ' t consider the chance of — the 

secondary c o n s i d e r a t i o n was the chance of any sand develop­

ment. 

A Yes, s i r . 

Q And you cha r a c t e r i z e d t h a t as s o r t of 
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chancey, d i d you not? 

A Yes. 

Q A number of people have been q u i t e suc­

c e s s f u l t o the west of t h i s l o c a t i o n t a k i n g t h a t chance, 

have they not? 

A Yes, s i r , i n the area. 

Q To the n o r t h and west; immediately t o the 

n o r t h and west of Section 18, i s t h a t c o r r e c t ? 

A Yes. 

Q But you have not been focusing on t h i s 

looking on the a d d i t i o n a l o p p o r t u n i t y you would have i f i n 

f a c t you were able t o get i n t o those sand s t r i n g e r s . 

A No, s i r , but l i k e I s t a t e d , the opportun­

i t y i s very low w i t h the two w e l l s on e i t h e r side t h a t 

t h a t do not have much of any sand i n them. 

Q And the o p p o r t u n i t y t o i n t e r c e p t those 

sand s t r i n g e r s would be increased, however, i f you moved t o 

the n o r t h and west towards them, would i t not? 

A Towards? 

Q Towards the w e l l s t h a t are completed i n 

the sand. 

A The — yes, s i r , but i t would be — i t 

would be o f f the area we're t a l k i n g about. 

Q Thank you. 

MR. CARR: I have no f u r t h e r 
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questions, 

r e d i r e c t ? 

MR. STOGNER: Mr. Bateman, any 

REDIRECT EXAMINATION 

BY MR. BATEMAN: 

Q Just one question, Mr. Willi a m s . 

I f you had gone t o a stand-up p r o r a t i o n 

u n i t on the east h a l f of Section 18, you s t i l l have, do you 

not, the co n s i d e r a t i o n of drainage of the acreage you ob­

tain e d — excuse me, I'm g e t t i n g my d i r e c t i o n s mixed up. 

On the west h a l f , i f you're involved i n a 

west h a l f stand-up, you s t i l l have considerations of d r a i n ­

age on the east h a l f , do you not? 

A Yes, s i r . 

Q And i f you then were able t o d r i l l a w e l l 

on the east h a l f , where would i t have t o be located? 

A I t would have t o be located on an o r t h o ­

dox — on a stand-up would have t o be 1980 from the lease 

l i n e , from the south lease l i n e . 

Q I t may be somewhat r e p e t i t i v e , but t h a t 

i s somewhat more d i s t a n t from the o f f s e t than the proposed 

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

A Yes. 

Q And by d r i l l i n g a t the proposed l o c a t i o n 
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you would be able t o p r o t e c t the e n t i r e acreage from d r a i n ­

age i f i t ' s p r o d u c t i v e , I assume. 

A Yes, s i r . 

MR. BATEMAN: No f u r t h e r ques­

t i o n s . 

MR. CARR: I'm going t o be r e ­

p e t i t i v e , t oo. 

MR. STOGNER: Mr. Carr, you may 

be r e p e t i t i v e . 

RECROSS EXAMINATION 

BY MR. CARR: 

Q Mr. Wil l i a m s , I t h i n k i n answer t o Mr. 

Bateman's question you j u s t s t a t e d t h a t you would be more 

d i s t a n t from the o f f s e t t i n g HNG Well i f you had t o develop 

an east h a l f u n i t . 

A Yes, s i r . 

Q You would i n t h a t s i t u a t i o n be about the 

same distance from the common lease l i n e as the HNG Well, i s 

t h a t not true? 

A That would be the — t h a t would be the 

exact d i s t a n c e , approximate — i t would be the exact d i s ­

tance from the lease l i n e as the o r i g i n a l proposal would but 

not as the d r i l l i n g proposal t h a t ' s c u r r e n t l y d r i l l i n g . 

Q How f a r from t h a t common lease l i n e i s 
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the HNG Well t o the south? 

A The — the — 

Q I'm t a l k i n g about the w e l l down — I'm 

so r r y , the s e c t i o n d i r e c t l y south of 18. 

A You're not — okay. That one i s 19 50, I 

be l i e v e . 

Q And you would have t o be 19 80. 

A Yes, s i r . 

Q Okay. Thank you. 

MR. STOGNER: Mr. Bateman, r e ­

d i r e c t ? 

moment. 

MR. BATEMAN: No, not a t the 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q On r e d i r e c t by Mr. Carr you were r e f e r r e d 

t o E x h i b i t Number Five-A and i n your testimony I understood 

t h a t there were two Getty g e o l o g i s t s . I c a l l them Getty 

g e o l o g i s t s because they were w i t h Getty before the Texaco 

takeover. Dennis what was h i s l a s t name, Dennis — 

A Kuhful. I be l i e v e i t ' s K-U-H-F-U-L. 

Q Kuhful, and a Mr. Dick R i g l i ? 

A R i c k l i . I bel i e v e t h a t ' s R-I-C-K-L-I. 

Q Were they taken o f f the p r o j e c t ? 
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A Yes, s i r , they — Dennis i s s t i l l i n — 

he helped prepare these e x h i b i t s and work w i t h me on t h i s . 

Dick was moved t o another area of respon­

s i b i l i t y . 

Q Let's go t o your E x h i b i t Number Two, 

which i s the HNG l e t t e r , and s c r i b b l e d up i n the upper 

righthand corner, i s t h a t the order i n which people see them 

or what e x a c t l y i s t h i s s c r i b b l i n g ? 

A Yes, s i r , t h a t ' s — t h a t ' s k i n d of the 

r o u t i n g procedure. 

Q Okay, who's the number one? 

A I t ' s the same as number th r e e , which 

would be H. L. Woods, which would be Woody Woods, the Getty 

land person we t a l k e d about e a r l i e r . 

Q Okay, he was the f i r s t one t o see i t , I 

assume, because i t was sent t o him. 

Okay, how about the number two? 

A The one t h a t ' s marked out or the one t h a t 

— I guess — I r e a l l y couldn't t e l l you the number two or 

the number f o u r . 

Mr. Woods, which i s the one t h a t i t ended 

up w i t h i s the only one t h a t I would recognize. 

Q When d i d you f i r s t see t h i s l e t t e r ? 

A Let's see, I t h i n k i t was r i g h t around 

t h a t February 6th date. 
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Q What's t h a t l i t t l e number 71 up there 

c i r c l e d ? 

A When they receive a sublease and farmout 

request from other companies they're — i n t h i s r o u t i n g se­

quence they get a number. This would be number 71. 

S t a r t i n g out f o r the year, s t a r t i n g Jan­

uary 1st, there were 70 others through the l l t h then. 

Q So t h i s i s a unique number given by Get­

ty? 

A Texaco. 

Q Was Mr. Woods i n a — l e t me back up a 

l i t t l e b i t . 

Where i s your o f f i c e ? 

A We are i n the Heritage Center on 

Lo r r a i n e , which i s about three or four blocks from Getty's 

o f f i c e s i n the F i r s t C i t y Bank Tower No. 2. 

Q Okay. Does Texaco s t i l l occupy t h a t 

b u i l d i n g where Getty used t o be? 

A There are j u s t a few Getty personnel l e f t 

over t h e r e , very few, but as f a r as I understand i t , the 

money f o r the moving of some of those people has k i n d of 

been d e f e r r e d , or whatever, and there's only a few l e f t . 

Q Well when d i d Mr. Woods' group and the 

group t h a t was working on t h i s w i t h Getty, when d i d they get 

moved over t o your — t o the Texaco o f f i c e ? 
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A I can't say when t h a t time was but e v i ­

d e n t l y — I r e a l l y don't know. 

I know t h a t he's over there now and has 

been f o r awhile but I don't know when t h a t move was. 

They've been coming f o r some time now, a l l departments. 

Q Sounds l i k e a b i g mess. 

MR. STOGNER: Okay, t h a t ' s a l l 

I have f o r Mr. Wil l i a m s . 

Are there any other questions 

of t h i s witness? 

I f n ot, he may be excused. 

Mr. Bateman? 

GARY ROBERT KERN, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. BATEMAN: 

Q Would you s t a t e your f u l l name and place 

of employment f o r the record, please? 

A My name i s Gary Robert Kern. I'm em­

ployed w i t h Texaco as the D i v i s i o n Operations and P r o r a t i o n 

Engineer i n the Midland D i v i s i o n O f f i c e . 

Q Mr. Kern, have you p r e v i o u s l y t e s t i f i e d 
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before the D i v i s i o n and made your c r e d e n t i a l s a matter of 

record? 

A Yes, I have. 

Q Are you f a m i l i a r — do you work w i t h the 

area i n question i n t h i s a p p l i c a t i o n ? 

A Yes, s i r . 

MR. BATEMAN: I o f f e r Mr. Kern 

as an expert. 

MR. STOGNER: I f there are no 

ob j e c t i o n s , Mr. Kern i s so q u a l i f i e d . 

Q Mr. Kern, would you r e f e r t o what's been 

marked E x h i b i t Number Six, I believe? 

A E x h i b i t Number Six i s a map which shows 

several t h i n g s , and I ' l l k i n d of t a l k about them piecemeal. 

F i r s t of a l l , the Texaco acreage i n the 

immediate area i s o u t l i n e d i n yellow. The Texaco proposed 

l o c a t i o n i s so h i g h l i g h t e d as the proposed l o c a t i o n . 

The HNG l o c a t i o n , which as I be l i e v e has 

been t e s t i f i e d today, has been d r i l l e d t o some 10,000 f e e t , 

i s shown as a l o c a t i o n . 

We've got what b a s i c a l l y — b a s i c a l l y the 

dots surrounding the w e l l s , they're colo r e d , are w e l l s t h a t 

based on the l a t e s t i n f o r m a t i o n I have, are completed i n one 

of three Atoka Pools, one being the Malaga, or however you 

want t o say i t , Malago Atoka Pool, those being the green 
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colored dots. 

The orange or gold colored dots completed 

i n the Undesignated Atoka, Eddy County Undesignated Atoka 

Gas Pool. 

And the pink being i n the Willow Lake 

Atoka Gas Pool. 

Also shown i s the p r o r a t i o n u n i t asso­

c i a t e d w i t h the w e l l s immediately surrounding the s e c t i o n i n 

question, t h a t being Section 18. 

I might note t h a t perhaps the most s i g n i ­

f i c a n t of the — of the — of the producing p r o r a t i o n u n i t s 

surrounding Section 18 would be the HNG Queen Lake Federal 

19 Well No. 1. That — t h a t , of course, as we t a l k e d about 

e a r l i e r , i s a lay-down there i n t h a t s e c t i o n , as i s — as i s 

the l o c a t i o n i n Section 25 f o r HNG, the HNG C r a f t . 

The Coquina, Coquina O i l C r a f t there i n 

Section 13, which has a green dot surrounding i t , t h a t , and 

I'm going t o be r e f e r e n c i n g t h a t l a t e r on, and as I t h i n k 

K eith has mentioned, t h a t w e l l has somehow been t r a n s f e r r e d 

t o Santa Fe Energy, and some curves and other i n f o r m a t i o n 

t h a t I w i l l show i n the f u t u r e w i l l — w i l l r e f l e c t t h a t . 

But, as you can see, the only producing 

p r o r a t i o n u n i t immediately a d j o i n i n g , even a t a p o i n t , are 

the two lay-downs i n Section 12, as w e l l as the lay-down be­

low us i n Section 19. 
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And the next t h i n g t h a t I've i n d i c a t e d on 

the map i s i n d i c a t i n g areas u l t i m a t e l y drained. What these 

are i s areas which we say w i t h no a d d i t i o n a l development 

w i l l i n a l l p r o b a b i l i t y , or I say w i l l i n a l l p r o b a b i l i t y , 

be drained by the e x i s t i n g w e l l s , and here once again, t h i s 

— t h i s was more or less done on a basis of j u s t — j u s t the 

w e l l s immediately surrounding the s e c t i o n i n question, and 

t h a t being, of course, Section 18. 

In support of these — of these drainage 

c i r c l e s , or drainage areas, the u l t i m a t e drainage areas, I 

have some a d d i t i o n a l i n f o r m a t i o n . 

F i r s t of a l l , I 'd l i k e t o present E x h i b i t 

Number Seven, which i s a curve, producing curve of the — of 

the C r a f t Well which i s i n Section 13, producing from what's 

i n the Malaga Atoka Gas Pool. 

The w e l l , as shown, went on production 

sometime i n mid-1983. Let's see, the w e l l t o date has pro­

duced some — the l a s t e s t i n f o r m a t i o n would include December 

of 1984, has produced some 772,378,000 cubic f e e t of gas. 

Of course the curve there shows a d e c l i n e 

r a t e , or a s l i g h t d e c l i n e , I d i d n ' t r e a l l y draw the l i n e 

through i t on the e x h i b i t , but I used — u t i l i z e d a 19 per­

cent exponential d e c l i n e r a t e . 

I might add t h a t the gas produced through 

9-84 (not understood) a f i g u r e of 772. That was through De-
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cember. This curve i s only through September. I t showed 

t h a t the cumulative a t t h a t p o i n t , September, i s the 715-

m i l l i o n cubic f e e t of gas. 

This curve, taken t o an economic l i m i t of 

100 MCF a day would y i e l d a gas remaining of 3,219,000,000 

cubic f e e t of gas, y i e l d i n g an u l t i m a t e 3,935,000,000 cubic 

f e e t of gas. 

The next e x h i b i t I'd l i k e t o present i s 

E x h i b i t Number Eig h t . I t ' s drainage c a l c u l a t i o n s f o r the 

Santa Fe Energy Company's C r a f t Well No. 1, or the Coquina 

Energy Well No. 1 i n Section 13. 

The w e l l had i n i t i a l from Dwight 1s 

i n f o r m a t i o n , had i n i t i a l s h u t i n pressure of 4937 p s i . That 

y i e l d ' s an e x t r a p o l a t e d bottom hole pressure of 6214 p s i , 

gas g r a v i t y of .57, and an abandonment pressure of 1000 p s i , 

i n d i c a t e s an i n i t i a l gas formation volume f a c t o r of 314 

standard cubic f o o t per cubic f e e t and a gas formation 

volume f a c t o r a t abandonment of 59.6 standard cubic f e e t per 

cubic f e e t . 

The recovery f a c t o r y i e l d e d from t h a t i s 

81 percent. 

I then went i n t o a recoverable gas i n 

place c a l c u l a t i o n v o l u m e t r i c a l l y f o r the — f o r a standard 

320-acre p r o r a t i o n u n i t , and t h a t showed some 2,047,867,000 

standard cubic f e e t . 
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The area u l t i m a t e l y drained t h e r e , I then 

s u b s t i t u t e the u l t i m a t e , the estimated u l t i m a t e recovery of 

3,935,530,000 cubic f e e t i n t o the same gas volumetric c a l c u ­

l a t i o n . 

That y i e l d e d an area u l t i m a t e l y drained 

of some 615 acres and an u l t i m a t e drainage radius of 2920 

f e e t . 

I might add t h a t — t h a t t h i s w e l l , as 

the e x h i b i t s have shown, does — i s not completed out of the 

same zone as the Queen Lake Federal 19 i s completed i n , but 

drainage c a l c u l a t i o n s were s t i l l done i t because t h a t zone, 

you know, could conceivably appear and I was — I was making 

an attempt t o show, of course, t h a t there i s no drainage a f ­

f e c t i n g t h i s — t h i s s e c t i o n from the west. 

Okay. The next t h i n g I'd l i k e t o present 

i s the curve, the production versus time curve f o r the Queen 

Lake Federal 19, t h a t being produced by what's been HNG — 

or by HNG t h i s time, and t h a t curve, t h a t w e l l , of course, 

went on — t h a t ' s E x h i b i t Number Nine, I'm s o r r y . That w e l l 

went on production i n approximately, oh, May t o June of 

1983. 

I t has t o date, I t h i n k the numbers have 

probably been thrown out today once, but 936,972,000 cubic 

f e e t of gas; nearly — nea r l y a b i l l i o n cubic f e e t of gas. 

The t h i n g I'd l i k e t o note there i s the 
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— j u s t the steadiness of the curve. The w e l l has held up, 

c e r t a i n l y , e x c e l l e n t l y , and I ' l l t a l k a l i t t l e b i t more 

about why I might b e l i e v e t h a t i t going on here i n a l i t t l e 

b i t . 

The next e x h i b i t I'd l i k e t o present i s 

some supportive data i n regard t o P/z p l o t , which i s — the 

supportive data i s E x h i b i t Ten. The P/z — the a c t u a l P/z 

p l o t i s E x h i b i t Eleven. 

This was obtained from — a c t u a l l y from 

HNG i n conversation between Russell Poole w i t h our o f f i c e 

and, I b e l i e v e , Mr. Duke of HNG. 

The o r i g i n a l s h u t - i n wellhead pressure 

there was shown t o be 7 — was shown t o be 5850 p s i . From 

t h a t an estimated bottom hole pressure was obtained of 7404 

p s i . The associated P/z p o i n t was c a l c u l a t e d and another 

pressure was obtained on 3-1-85, a s h u t i n wellhead pressure 

of 4300 p s i , y i e l d i n g an estimated bottom hole pressure of 

5442 p s i and a P/z of 5209. 

The cumulative t o 3-1-84 had t o be 

estimated. I t was estimated based on the previous rates a t 

1 . 9 - m i l l i o n cubic f e e t a day, which y i e l d e d f o r January and 

February of 1985, 1 1 2 - m i l l i o n cubic f e e t of gas produced 

over t h a t increment. 

That was t o have been added t o the 936-

m i l l i o n cubic f e e t of gas, which had been produced p r i o r t o 
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January 1, 1985. 

That y i e l d e d an estimated cumulative t o 

3-1-85 of 1,049,000,000 cubic f e e t of gas. 

This data was then p l o t t e d on a P/z p l o t 

w i t h the two po i n t s and e x t r a p o l a t e d down t o a P/z at aban­

donment of some 1,066.9. 

That y i e l d e d an estimated u l t i m a t e r e ­

covery f o r t h i s w e l l of 5.210 BCF. 

I might add, I know t h a t the 5 . 2 1 - b i l l i o n 

cubic f e e t sounds — sounds l a r g e . The w e l l has produced a 

b i l l i o n cubic f e e t . As of September i t was s t i l l producing 

2 - m i l l i o n cubic f e e t a day. 

A dec l i n e curve an a l y s i s of t h a t , a l ­

though I don't show i t , down through an economic l i m i t of 

200 MCF a day, y i e l d s some 6 . 9 - b i l l i o n BCF. 

In my c a l c u l a t i o n s which are t o f o l l o w I 

chose the most conservative of those two, and t h a t being the 

5 . 2 - b i l l i o n cubic f e e t of gas per day estimated t h i s w e l l 

w i l l recover. 

Once again I more or less d i d the same 

drainage c a l c u l a t i o n s or I performed the same c a l c u l a t i o n s 

which I performed on the Coquina, or Santa Fe C r a f t Well i n 

Section 13, g e t t i n g a recovery f a c t o r , determining the r e ­

coverable gas i n place under a 320-acre p r o r a t i o n u n i t , and 

once again determining the area u l t i m a t e l y drained. 
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This f i g u r e came up t o be an area u l t i ­

mately drained, 2572 acres, and an u l t i m a t e drainage radius 

of 5,972 f e e t . 

That's what's r e f l e c t e d i n the — i n the 

large red c i r c l e which encompasses a l l of the south h a l f of 

Section 18 and p o r t i o n s of the n o r t h h a l f of Section 18. 

I guess a question t h a t I — a very 

obvious question t h a t came t o my mind i s how can a — how 

can a r e s e r v o i r t h a t has two percent p o r o s i t y produce t h a t 

much gas and a l s o , not only produce t h a t much gas, but 

produce at a r a t e of 2,000,000 cubic f e e t a day f o r nearly 

two years now, and I t h i n k the witness f o r HNG, the 

g e o l o g i s t , i n d i c a t e d t h a t there i s f r a c t u r i n g t h a t — t h a t 

he believed t h a t there could be f r a c t u r i n g i n i t . 

I — I took a look a t HNG's logs on the 

Queen Lake 19 Federal No. 1 and maybe we d i d n ' t d i s t r i b u t e 

these. 

Section 6 t o the n o r t h . 

MR. BATEMAN: Can we go o f f the 

record j u s t a minute? 

MR. STOGNER: A l l r i g h t , S a l l y , 

l e t ' s go o f f the record. 

(Thereupon a discussion was had o f f the record.) 
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A Okay, Exhibit Number Thirteen i s a neut­

ron density log on the Queen Lake 19 Federal No. 1 HNG Well. 

Exhibit Fourteen i s the r e s i s t i v i t y log 

and that being a — through that i n t e r v a l i t ' s a dual induc­

t i o n log. 

Once again, I think i t ' s been f a i r l y 

c l e a r l y established today that porosity i n that Ivanovia 

Bank Zone, or the Queen Lake Zone, as HNG has called i t , i s 

very low. There you're seeing on the neutron density a por­

osi t y somewhere i n the range of two percent. 

The thing — one — one good method of — 

when you're looking at logs, as f a r as log analysis, i s to 

r e a l l y look for an anomaly or an anomalous s i t u a t i o n . I 

asked myself the question, how could a — l e t me point out 

that the anomalous s i t u a t i o n I'm r e f e r r i n g to i s the separa­

t i o n that i s shown on the two curves, the medium and the 

deep induction log curves. 

This separation i s not ch a r a c t e r i s t i c for 

a t i g h t , a very t i g h t formation, what you t y p i c a l l y see as a 

two percent zone. To back that up you might go up on the 

log i n t o the section around 11,890. You notice the two 

r e s i s t i v i t y curves i n Section — I mean i n Exhibit Number 

Fourteen. They're almost stacking on top of each other. 

That's t y p i c a l l y what you see when you 

are d r i l l i n g a well with a high r e s i s t i v i t y f l u i d , which 
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t h i s i s . I t was d r i l l e d w i t h an oil-based mud, as i n d i c a t e d 

i n the t i t l e block f o r t h a t run. 

In other words, you're invading the f o r ­

mation w i t h a higher r e s i s t i v i t y f i l t r a t e or higher r e s i s t ­

i v i t y f l u i d . You see no — you see no separation. I n es­

sence, the f l u i d i s , or the r e s i s t i v i t y log i s reading the 

same r e s i s t i v i t y w i t h the medium as w e l l as the deep — but 

t h a t ' s i n c o n t r a s t t o what you see i n the zone of i n t e r e s t 

marked i n yellow f o r the i n t e r v a l of — t h a t the -- t h a t the 

HNG Well i s completed i n . 

You see a great deal of separation t h e r e . 

You see separation from probably an average of 50 ohms up t o 

somewhere i n the range of 80 ohms; your deep curve reading 

the low r e s i s t i v i t y f l u i d , your medium curve reading the 

high r e s i s t i v i t y f l u i d because you've invaded the zone w i t h 

a high r e s i s t i v i t y f l u i d . 

I suppose there could be q u i t e a few ex­

planations f o r t h a t type of c h a r a c t e r i s t i c behavior, but i n 

c o n j u n c t i o n w i t h the cumulative of the w e l l , w i t h the con­

j u n c t i o n of the r a t e of the w e l l , i t i n d i c a t e s t o me t h a t i f 

t h a t ' s the anomaly you see, t h a t explains at l e a s t i n some 

pa r t why a two percent rock would produce t h a t k i n d of near­

l y one b i l l i o n cubic f e e t of gas and s t i l l be producing a t a 

very high r a t e . 

I might c o n t r a s t t h a t , a f t e r having gone 
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through t h a t r a t h e r length e x p l a n a t i o n , w i t h the w e l l marked 

as E x h i b i t s Numbers F i f t e e n and Sixteen, those being the 

Getty Well i n Section 6. This zone has not been te s t e d i n 

t h i s w e l l but once again you see a p o r o s i t y very s i m i l a r t o 

the p o r o s i t y you see down i n the Queen Lake Federal — 19 

Federal Well, but y e t you don't see the separation on the 

l o g . 

That would tend t o i n d i c a t e t o me t h a t 

p o s s i b l y f r a c t u r i n g or t h a t the f r a c t u r i n g i s not apparent 

there. 

Q Mr. Kern, do you have any f u r t h e r t e s t i ­

mony concerning these e x h i b i t s ? 

A I guess the only t h i n g t h a t I — f u r t h e r 

I'd l i k e t o add i s I have examined other logs i n the area. 

I n f a c t , I've examined the Tenneco log there i n Section 13. 

I t ' s showing the same r e s i s t i v i t y separation. 

I've examined the Santa Fe Burkham Well. 

Once again i t shows the same r e s i s t i v i t y separation. 

There tends t o be — there tends t o be 

f r a c t u r i n g shown i n t h i s p o r t i o n of the r e s e r v o i r and t h i s 

p o r t i o n of — c e r t a i n l y i n t h i s s e c t i o n , w e l l , i n t h i s area, 

l e t ' s say. 

Q F r a c t u r i n g i s c o n s i s t e n t l y shown, i s t h a t 

i t ? 

A Right, i n t h a t immediate area. Now there 
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are other w e l l s , l i k e the one I pointed out way t o the no r t h 

of the Getty Well, t h a t do not show t h a t . 

Q Were the drainage radius c a l c u l a t i o n s 

made by standard c a l c u l a t i o n s which are standard i n the i n ­

dustry? 

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

Q Now, on another p o i n t , has an AFE been 

prepared on the proposed w e l l ? 

A Yes, i t has. 

Q And what would i t cost t o d r i l l and com­

p l e t e the we l l ? 

A I b e l i e v e the f i g u r e i s given i n the l e t ­

t e r (not understood), although the AFE was not attached. 

There i s a dry hole cost of approximately 

$947,000 and a completed w e l l cost of approximately 

$1,558,000. 

Q Those are roughly the same f i g u r e s t h a t 

HNG had. 

A I b e l i e v e they're very close. 

Q Do you request t h a t Texaco produce and be 

designated the operator of the u n i t ? 

A Yes, s i r , I do, w i t h a 70 — and what 

would be a 75 percent working i n t e r e s , I would propose t h a t 

they be the operator. 

Q And what do you expect the cost, the 
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supervisory cost t o be? 

A I r e a l l y d i d n ' t prepare an e x h i b i t or 

anything f o r t h a t , but I c e r t a i n l y can prepare one or we 

would be w i l l i n g t o use e x a c t l y what HNG has proposed. 

Q Those costs you t h i n k are reasonable i n 

the i n d u s t r y ? 

A Yes. 

Q What r i s k penalty do you request? 

A I would t h i n k the standard 200 percent 

r i s k penalty would be appropriate here. The — the w e l l — 

the w e l l t o the nor t h i n Section 6 d i d not encounter t h i s 

Bank Zone. 

I t ' s f a i r l y continuous but, you know, 

there are no absolutes. 

Q Do you be l i e v e t h a t the approval of t h i s 

a p p l i c a t i o n would be i n the best i n t e r e s t of conservation, 

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 ? 

A I t h i n k i t would be i n the best i n t e r e s t 

of p r o t e c t i n g c o r r e l a t i v e r i g h t s from a w e l l t h a t ' s drained 

— t h a t has produced some b i l l i o n cubic f e e t of gas 1980 

f e e t t o the south, and which, unless something d r a m a t i c a l l y 

happens, i t ' s going t o produce a s i g n i f i c a n t amount of gas. 

I c e r t a i n l y do t h i n k t h a t a w e l l i n the 

south h a l f p r o r a t i o n u n i t suggested by Texaco, t h a t being 

the south h a l f , which would more p r o t e c t t h i s s e c t i o n from 
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any drainage. 

Q Do you t h i n k i t ' s i n the best i n t e r e s t of 

conservation? 

A Yes, s i r . 

Q And would i t prevent waste i n your opin­

ion? 

A Yes, s i r . 

Q Were E x h i b i t s Six through Fourteen, i f 

I'm not mistaken — 

A Sixteen. 

Q — Sixteen, excuse me, prepared by you or 

under your d i r e c t i o n ? 

A Yes, they were. 

MR. BATEMAN: At t h i s time I'd 

o f f e r E x h i b i t s Six through Sixteen. 

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

MR. BATEMAN: I'd request t h a t 

the Form C-102 t h a t I r e f e r r e d t o e a r l i e r be marked E x h i b i t 

Seventeen. 

MR. CARR: We have no o b j e c t i o n 

t o t h a t and w e ' l l s t i p u l a t e i t ' s a nor t h h a l f u n i t . 

MR. STOGNER: Okay, E x h i b i t s 

Six through Sixteen w i l l be admitted i n t o evidence a t t h i s 

time. 

And you have j u s t marked t h i s 
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E x h i b i t Seventeen? 

MR. CARR: We have no o b j e c t i o n 

t o t h a t . 

MR. STOGNER: There being no 

o b j e c t i o n , w e ' l l o f f e r i n t o evidence E x h i b i t Number Seven­

teen and accept i t . 

Mr. Carr, your witness. 

CROSS EXAMINATION 

BY MR. CARR: 

Q Okay, Mr. Kern, l e t ' s see i f I can under­

stand some of t h i s . 

A Okay. 

Q I t h i n k you t e s t i f i e d a minute ago, and 

co r r e c t me i f t h i s i s wrong, t h a t t h i s lime zone, Atoka Lime 

zone t h a t i s the primary zone Texaco i s i n t e r e s t e d i n , does 

not appear i n the Getty Well i n Section 6, i s t h a t r i g h t ? 

A The zone does appear. I n f a c t , i t ' s 

shown on the log. 

Q A l l r i g h t . 

A What I t e s t i f i e d t o was — was t h a t I 

would question i t s p r o d u c t i v i t y and I might emphasize t h a t 

there's no — there's no production t e s t . 

I n other words, t h a t i n t e r v a l has not 

been p e r f o r a t e d . 
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Q Does i t show poorer p o r o s i t y than the 

other zones? 

A Everything shows poor p o r o s i t y . I don't 

know — l e t me see, glance at t h a t . 

I t may show s l i g h t l y poorer p o r o s i t y but 

i t ' s not r e a l l y s i g n i f i c a n t . 

Q But you're r u l i n g i t out. 

A Well, I , being as Texaco i s now the ov/ner 

of t h a t w e l l , I t h i n k I'd c e r t a i n l y p e r f o r a t e i t and t e s t 

i t . 

Q Now, when you t a l k about the r e s i s t i v i t y 

l o g , i f I can say t h a t — 

A Okay. 

Q You t a l k about st a c k i n g curves. 

A Right. 

Q I f I understand t h a t , t h a t means when 

your curve, the l i n e s come together; there i s n ' t a separa­

t i o n between the two. 

A Right. 

Q You've looked a t logs i n a number of 

w e l l s i n t h i s area, have you not? 

A Right". Yes, s i r , I have. 

Q And there are various things t h a t are 

shown by stacking curves, i s n ' t t h a t true? 

A Yes, I — 
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Q I s n ' t one of those t h i n g s a t i g h t forma­

t i o n ? 

A A t i g h t formation can, but you have t o , 

i n order t o have any invasion i n a t i g h t formation you have 

to have some p e r m e a b i l i t y and i t — 

Q When they're stacked does t h a t show per­

m e a b i l i t y ? 

A The sta c k i n g shows, the stacking shows 

zero p e r m e a b i l i t y . I n f a c t , I'd reference you t o a lime; or 

to a shale, l e t ' s say take E x h i b i t Number Fourteen, and you 

might reference the shale t h a t l i e s immediately above the 

Bank Zone, which i s h i g h l i g h t e d i n yellow, and t h a t ' s a 

shale. 

Notice the r e s i s t i v i t y curves are l a y i n g 

v i r t u a l l y on top of each other. They're reading the same 

r e s i s t i v i t y and t h a t ' s t y p i c a l l y because there's no in v a ­

sion . 

Q Shows no p o r o s i t y . 

A Shows no p o r o s i t y . Well, shows no perme­

a b i l i t y . 

Q Now wouldn't t h a t be a t i g h t formation? 

A Shales, due t o t h e i r nature, as I under­

stand i t , t h e y ' l l read very high p o r o s i t y zones and --- on 

the — on the neutron d e n s i t y l o g . 

I n f a c t , i f y o u ' l l look at the neutron 
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log on the — w e l l , l e t ' s take the E x h i b i t — E x h i b i t T h i r ­

teen, the neutron log i n the zones I've j u s t referenced --

Q Uh-huh. 

A — r i g h t above t h e r e , i s reading o f f 

scale. 

Q Uh-huh. 

A Now, the p o r o s i t y i n the reading on the 

de n s i t y , i s reading somewhere around s i x percent. 

In other words, while the logs read poro­

s i t y , the — and may indeed have p o r o s i t y , but the e f f e c t i v e 

p e r m e a b i l i t y i n a shale i s i n essence very, very low. 

Q But i t i s f a i r t o say t h a t one of the 

thi n g s t h a t i s shown when you have t h i s k i n d of stacking i s 

t h a t you have a t i g h t e r r e s e r v o i r . 

A Yes, d e f i n i t e l y . 

Q Now, i f I look a t E x h i b i t Number Six, the 

b i g e x h i b i t — 

A Okay. 

Q — what you're doing w i t h these red c i r ­

cles i s showing the area t h a t could be drained by the w e l l 

i n the center of each of those. 

A Right. Right. 

Q Did you work any data on the HNG C r a f t 

Well down i n Section 25? 

A No, I sure d i d not. 
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Q Do you t h i n k t h a t t h a t might not be a 

w e l l t h a t ' s d r a i n i n g from the west? 

You said there were none. 

A Draining the s e c t i o n , Section 18? 

Q Or t h i s general area. 

A The s e c t i o n i n question? 

Q Uh-huh, Section 19, a l s o . What you're 

saying — 

A Well, there i s , of course, there i s pro­

t e c t i o n i n Section 19. There's a w e l l completed i n t h a t i n ­

t e r v a l i n Section 19. 

Q But wouldn't there be some drainage from 

the — you i n d i c a t e d t h a t because there was a gap between 

c i r c l e s , or at l e a s t I thought t h a t you showed there was — 

used t h i s t o show there was no drainage from the — from the 

west, i s what you t e s t i f i e d . 

A I f I understand your question, you're 

saying t h a t I should have taken the Section 25 w e l l i n t o 

consideration? 

I might add there t h a t i f i t d i d a f f e c t , 

i f i t d i d a f f e c t Section 19, i t would a c t u a l l y v o i d some gas 

t h a t I had b a s i c a l l y been c r e d i t i n g t o being i n Section 19, 

and was drained by t h a t w e l l . 

So, i n essence, I guess, t h a t would even 

f u r t h e r support a l a r g e r drainage area. 
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Q But you don't t h i n k t h a t t h a t w e l l is; — 

I'm t r y i n g t o f i n d out i f i n 25 you be l i e v e t h a t t h a t w e l l 

i s also d r a i n i n g out of t h i s common limestone zone. 

A That w e l l , as I understand i t , i s com­

p l e t e d , i s completed i n the same Ivanovia Bank Zone, yes, 

s i r . 

Q And so i t would be d r a i n i n g . 

A I t would be d r a i n i n g , c e r t a i n l y , but 

whether i t would be a f f e c t i n g Section 18, I — I s i n c e r e l y 

doubt t h a t . 

I've got the cums, probably, on t h a t 

w e l l , I can see. 

Q Well, i f you want t o , but my question i s 

r e a l l y would i t be having the same s o r t of e f f e c t as what 

you're p r o j e c t i n g f o r the HNG Queen Lake Federal Well i n 19? 

A You mean would i t have the same type 

drainage radius? 

Q Yes. 

A I would have t o — i n order to make; a 

reasonably, or an i n t e l l i g e n t statement about t h a t , I'd have 

t o do some a d d i t i o n a l work. 

Q I s i t a comparable w e l l , i n terms of i t s 

producing a b i l i t y , w i t h the — w i t h the HNG we l l ? 

A I b e l i e v e , as I understood, you a l l t e s ­

t i f i e d e a r l i e r t h i s morning, or e a r l i e r t h a t i t was not. 
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Q And assume t h a t i t i s not, would i t d r a i n 

t h a t same kind of area, or i s your producing r a t e a f a c t o r 

which you use i n determining how wide an area i t drains? 

A Let me answer one question at a time. 

Q Okay. 

A I do not have cums or production curves 

on t h a t w e l l . 

Q Okay. Well, i f we go j u s t t o your w e l l , 

or the w e l l i n Section 19, the HNG w e l l , d i d you use the 

producing r a t e as a f a c t o r i n determining t h a t i t was d r a i n ­

i n g the number of acres, h o p e f u l l y would d r a i n the acres 

shaded i n red? 

A No, what I — I used the producing r a t e 

t o come up w i t h a — w i t h an estimate of u l t i m a t e recovery 

as f a r as — i n comparison w i t h the P/z data. 

Q Uh-huh. 

A As I t e s t i f i e d t o , the — t h a t came out 

to some number i n the range of 6.8 b i l l i o n cubic f e e t . 

The number t h a t was a c t u a l l y used i n the 

c a l c u l a t i o n was 5.2 b i l l i o n cubic f e e t , which i s a lower 

volume of gas, or smaller volume of gas, which, of course, 

y i e l d s a smaller drainage r a d i u s . 

Q Okay, so the smaller the volume t h a t ' s 

produced, the smaller the drainage r a d i u s . 

A Right, t h a t ' s c o r r e c t , assuming, you 
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know, your other t h i n g i s constant here. 

Q Down i n Section 25, i f i t has a smaller 

producing r a t e , would you a n t i c i p a t e a smaller radius of 

drainage? 

A Probably so. 

Q And t h a t would also show t h a t there are 

probably some other — there are po s s i b l y some other reser­

v o i r p r o p e r t i e s which are d i f f e r e n t , as w e l l . 

A I n Section 25? 

Q Uh-huh. 

A Like — see, I don't have any — I don't 

know the — I don't know the character — I don't know what 

the r a t e i s . I don't know what the cumulatives are. 

Q Do you know t h a t the area shaded i n red 

i s a homogeneous deposit t h a t would be drained i n a r a d i a l 

fashion? 

A C e r t a i n l y I don't. 

Q And so t h i s i s n ' t n e c e s s a r i l y a d e p i c t i o n 

of the drainage p a t t e r n f o r t h a t w e l l . 

A No, i t ' s the best — i t ' s the best one 

can do w i t h the i n f o r m a t i o n given. 

Q Okay, and i t ' s based j u s t on i n f o r m a t i o n 

from t h a t one w e l l . 

A Yes, s i r , t h a t p a r t i c u l a r c i r c l e i s , as 

w e l l as, I might add there t h a t you d i d mention c o n t i n u i t y 
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as f a r as the r e s e r v o i r . 

I t h i n k the curves, the cross sections 

t h a t K eith has presented, as w e l l as your g e o l o g i s t has pre­

sented, c l e a r l y show t h a t i n t h i s area t h a t the Ivanovia 

Bank zone, or Queen Lake Federal zone, i s — seems t o be, 

seems t o appear very, and p o r o s i t y appears t o be the same, 

and we looked three miles t o the no r t h and saw the Getty 

Well w i t h a p o r o s i t y very s i m i l a r once again. 

This i s probably more homogeneous than 

you normally f i n d . 

Q I f t h a t ' s the case, would you expect 

w e l l s completed i n t h i s lime i n t e r v a l t o produce and d r a i n 

i n a s i m i l a r fashion? 

A Yes, but you have t o keep i n mind t h a t — 

t h a t the — t h a t the area c e r t a i n l y — t h a t the Queen Lake 

19 Federal Well has po s s i b l y drained area t h a t maybe an ad­

d i t i o n a l completion may be d r a i n i n g . So — 

Q Would you expect — would you expect the 

C r a f t Well i n Section 25 t o be i n t h a t case where i t would 

have been dra i n i n g ? 

A Would have been drained by now, a t t h i s 

time? 

Q W i t h i n two years? 

A Two years from now? 

Q No, two years from the time the Queen 
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Lake Federal was d r i l l e d ? 

A I would, I guess based on my drainage, my 

u l t i m a t e drainage radius curve, I'd have t o say no, t h a t I 

would not have expected i t t o have been pressure a f f e c t e d a t 

t h a t p o i n t . 

Q Do you have any explanation f o r why t h a t 

w e l l i s so poor i n comparison t o t h i s one, then? 

A No, I r e a l l y — you know, as I t e s t i f i e d 

e a r l i e r , I d i d not — 

Q So your study would have been l i m i t e d 

j u s t t o t h i s w e l l . 

A Yes. 

Q And from t h a t you're a n a l o g i z i n g f o r the 

e n t i r e lime s e c t i o n throughout the e n t i r e area? 

A Of course, one t h i n g , you know, you need 

to keep i n mind i s t h a t when you assume, when you assume: an 

80 percent recovery f a c t o r , 81 or 83, depending on which one 

of the w e l l s you're looking a t , you assume t h a t — t h i s 

t h i s assumes t h a t t h i s e n t i r e — a l l t h i s area has been 

drained down t o w i t h i n an 83 percent recovery f a c t o r . 

That i n r e a l i t y doesn't happen. You 

you would see, you would probably see an area f u r t h e r , even 

f u r t h e r , even l a r g e r , t h a t would be pressure a f f e c t e d . 

What I'm saying i s t h i s i s what i t would 

d r a i n w i t h an 83 percent recovery f a c t o r given (not under 
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stood.) 

Q Mr. Kern, i f I understand what you were 

saying, you were saying t h a t these red c i r c l e s on E x h i b i t 

Number Six, showing a drainage r a d i u s , i n drawing these c i r ­

cles and computing and determining how much area should be 

included w i t h i n them, you used an 83 percent recovery f a c ­

t o r . 

A Right. 

Q I s n ' t t h a t an unusually high recovery 

f a c t o r ? 

A No, not f o r a d e p l e t i o n type gas reser­

v o i r . I n f a c t d e p l e t i o n type gas r e s e r v o i r s g e n e r a l l y range 

i n the range — or have a range of 80 or 90 percent. 

Q And t h a t ' s what you would expect t o r e ­

cover out of t h a t w e l l ? 

A That's c o r r e c t , r i g h t . 

Q I f you had a lower recovery f a c t o r , the 

radius gets smaller, i s t h a t r i g h t ? 

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

Q Okay. Now what you've done i s you've 

shown pure r a d i a l drainage, and w i t h the t o o l s you've got 

t h a t ' s what you can show. 

A That's about i t . 

Q I n a f r a c t u r e d r e s e r v o i r i s n ' t r a d i a l 

drainage less l i k e l y than i n a r e s e r v o i r t h a t ' s , say, i s a 



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 

127 

homogeneous sand body? 

A I'd say the answer t o t h a t i s probably 

yes, but on — coming back — i f so, the f r a c t u r e s i n t h i s 

area appear by the logs from the Santa Fe or Coquina C r a f t , 

the Santa Fe, you know, once again using the separation as a 

t o o l f o r determining where f r a c t u r e s may or may not e x i s t , 

the Santa Fe Burkham, they seem t o be very widespread and i f 

i t was j u s t one tren d of f r a c t u r e s , then, you know, t h a t — 

t h a t would be, you know, a d e f i n i t e yes. 

With f r a c t u r e s as extensive as they are, 

then I'd say t h a t you have t o say t h a t — I guess I answered 

t h a t yes and I should have said no. 

I don't t h i n k you can q u a n t i t a t i v e l y say 

t h a t the f r a c t u r e s go i n one d i r e c t i o n and t h e r e f o r e the 

drainage area should be a l l skewed up t o the northeast or 

northwest. 

Q Your testimony i s t h a t you b e l i e v e t h a t 

t h i s lime, the Atoka Lime i s f a i r l y evenly f r a c t u r e d 

throughout. 

A I n t h i s immediate area, yes, I'd have t o 

say so, because I've seen — looked at the logs on the Ten­

neco Harrison, the logs on the Coquina or Santa Fe C r a f t , I 

can't r e a l l y say t h a t I've looked a t the logs f u r t h e r t o the 

west or f u r t h e r , you know, of course I've looked a t the Get­

t y logs t h a t are three miles t o the no r t h — 
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Q Have you looked a t the C r a f t log i n 25? 

A I may have looked a t i t but I don't rem­

ember what i t looked l i k e , t o be honest w i t h you. 

Q And what you're producing out of when 

you're producing i n one of these w e l l s i s the v o i d , the 

f r a c t u r e s t a t e . 

A Void and, of course, any (not under­

stood), you know, but I'd say w i t h f r a c t u r e s t h a t t h a t poro­

s i t y i s probably a l l f r a c t u r e s l i k e t h a t . 

Q Now the Queen Lake Federal Well, t h a t ' s 

the w e l l t h a t i s g i v i n g Texaco concern. 

A Yeah. 

Q And you're concerned about drainage from 

t h a t wel1. 

A Sure. 

Q And yet you d i d n ' t become concerned about 

i t u n t i l HNG had b u i l t a l o c a t i o n and was ready t o d r i l l a 

wel 1. 

A Well, i f you're saying t h a t we, you know, 

purposely allowed HNG t o go out there and b u i l d t h e i r loca­

t i o n so we could say, oh, you know, l e t ' s shut you a l l down 

at t h i s p o i n t , no, i t wasn't anything l i k e t h a t . That was 

the e v a l u a t i o n process. 

I — I got involved i n i t p r i m a r i l y from 

the — once — once i t was known t h a t i t was going t o go t o 
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hearing, or conceived i t would go t o hearing. 

Mr. W i l l i a m s , as w e l l as Mr. Poole, the 

engineer t h e r e , were involved i n i t more from the i n c e p t i o n 

p o i n t . 

Q Your e v a l u a t i o n of the area was t r i g ­

gered, then, by the a p p l i c a t i o n of HNG. 

A My p a r t i c u l a r e v a l u a t i o n or — or — 

Q You st a t e d t h a t the e v a l u a t i o n j u s t oc­

curred when you became aware of t h i s a p p l i c a t i o n . 

A My e v a l u a t i o n d i d . Of course, Keith has 

t e s t i f i e d t h a t — t h a t Texaco has, or Getty a t t h a t p o i n t , 

has had — has had g e o l o g i s t s looking a t t h i s area f o r q u i t e 

awhile now. 

You know, we are, a t Texaco we are going 

and reviewing a l o t of Getty acreage a t t h i s p o i n t and 

seeing i f Texaco standars won't — we can't d r i l l on some­

t h i n g . 

So, t h i s , you know, q u i t e p o s s i b l y could 

have been one t h a t we'd have found w i t h o u t i t , you know, be­

cause, you know, i t ' s r a t h e r f a i r l y obvious t h a t a w e l l , you 

know, 1980 f e e t of the lease l i n e t h a t ' s recovered nea r l y a 

b i l l i o n cubic f e e t , you know, take more than casual i n t e r e s t 

i n i t , and c e r t a i n l y you can, I t h i n k you can appreciate a 

merger the size of Texaco and Getty, and a l l o w i n g us a l i t ­

t l e time. 
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I'm not t r y i n g t o use t h a t as an excuse, 

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

Q But apparently the people w i t h Getty who 

were watching the area d i d not consider t h i s as an area 

where an o f f s e t needed to be d r i l l e d . 

A I d i d n ' t t a l k t o them about i t but they 

d i d n ' t d r i l l one. 

Q But the s i t u a t i o n we're i n today was 

t r i g g e r e d by HNG's proposal, not necessarly the d r i l l i n g of 

the Queen Lake Federal Well. 

A I'd say t h a t has a c e r t a i n — a l o t t o do 

w i t h i t . 

Q Is Getty — I'm s o r r y , i s Texaco prepared 

t o d r i l l the w e l l i n the south h a l f of 18? 

A Yes, s i r . 

Q When would you spud t h a t w e l l ? Do you 

have any idea? 

A Probably w i t h i n a month a f t e r the order 

came out approving our p r o r a t i o n u n i t . 

MR. CARR: That's a l l I have. 

MR. STOGNER: Mr. Bateman, any 

d i r e c t ? 

MR. BATEMAN: No, no r e d i r e c t . 
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CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Kern, you were asked about overhead 

charges but you were not prepared a t t h i s time t o present 

any? 

A That's c o r r e c t . I — 

Q How long you been working on t h i s ? 

A Well, I've been — I've been working on 

i t f o r about two or three weeks. I , you know, I c e r t a i n l y 

apologize f o r not having t h a t prepared. 

I have never — Texaco j u s t has not done 

very much compulsory p o o l i n g and I guess you might say i t 

sli p p e d through, but w e ' l l — w e ' l l be happy t o do whatever 

i s r e q u ired t o meet t h a t o b l i g a t i o n . 

MR. STOGNER: I have no f u r t h e r 

questions of t h i s witness a t t h i s time. 

Are there any other questions 

of Mr. Kern? 

I f not, he may be excused. 

Mr. Carr, Mr. Bateman, do you 

plan t o b r i n g back any of your witnesses a t t h i s time? 

MR. CARR: I do not. 

MR. BATEMAN: No, thank you. 

MR. STOGNER: Mr. Carr, I'm 

going t o ask HNG a question and I w i l l have e i t h e r one of 
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the gentlemen t o come back up on the stand and answer t h a t 

question. 

The question i s , i f Texaco i s 

awarded the south h a l f of Section 18 t o d r i l l the w e l l , how 

would HNG s u f f e r already having a w e l l down t o 10,000 f e e t , 

or whatever i t i s , and having t o seek a, presumably, a pro­

r a t i o n u n i t i n the no r t h h a l f ? 

MR. DUKE: B a s i c a l l y the way 

HNG f e e l s , we'd be denied a northeast l o c a t i o n i n the n o r t h ­

east quarter up t h e r e , plus the f a c t we'd be penalized on 

our allowable by the New Mexico O i l Conservation Commission 

r u l e s and r e g u l a t i o n s because the opening 80 acres i n the 

east h a l f of the northeast quarter by 25 percent. 

Further, we don't know and 

ne i t h e r does the State nor the Federal Government a t t h i s 

p a r t i c u l a r time know the st a t u s of t h a t 80 acres, as t o 

whether they'd be able t o — whoever drew i t or whether i t 

would be on simultaneou or KGS, i f they'd be able t o force 

t h e i r way i n w i t h o u t any penalty, 100 percent. I t ' s an un­

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

Further c o n s i d e r a t i o n i s the 

f a c t t h a t we've moved our r i g o f f pending the outcome of 

t h i s and i f denied, we would have cost of t h a t , moving i t 

back, and whatnot. 

MR. STOGNER: That leads up t o 
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another question. 

That p a r t i c u l a r 80 acres t h a t 

you a l l u d e d t o , I b e l i e v e , i s the east h a l f of the northeast 

quarter? 

MR. DUKE: Yes, s i r , i t i s . 

MR. STOGNER: When — when does 

the U. S. BLM plan t o put t h a t up? 

MR. DUKE: Well, as we under­

stand i t , i t was on the May l i s t and a l l of a sudden f o r 

some reason the Roswell Branch of the BLM jerk e d i t o f f , and 

you know how — t h a t they've got c e r t a i n c r i t e r i a set up t o 

set out KGS t r a c t s , but t h a t o l d Malaga Unit has been pro­

ducing since the f i f t i e s and the t r a c t has not been KGS 

c l a s s i f i e d y e t , and according t o the c r i t e r i a i t should be. 

Then i t comes up on the sim u l ­

taneous f i l i n g f o r May and f o r some unknown reason i s jer k e d 

o f f , which we have no idea why. 

MR. STOGNER: And you at t h i s 

time don't know when i t w i l l put back on, I guess. 

MR. DUKE: I t could be next 

month. I t could be next ten years, f o r t h a t matter. 

MR. CARR: Mr. Stogner, we 

checked w i t h the BLM and they advised t h a t i t would probably 

be up i n August. 

MR. STOGNER: Up i n August. 
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Okay. 

That's a l l the questions I 

have. 

Are there any other questions 

of the witnesses before we have c l o s i n g statements? 

There being none, Mr. Bateman, 

you may go f i r s t . 

Mr. Carr, you may go l a s t . 

Mr. Bateman. 

MR. BATEMAN: Mr. Chairman, 

very b r i e f l y , the question of drainage, I t h i n k , u l t i m a t e l y 

has t o — should determine the outcome of t h i s a p p l i c a t i o n . 

Your f i n a l questions had t o do 

w i t h what could happen i f we had stand-up p r o r a t i o n u n i t s i n 

Section 18. 

The east h a l f of Section 18 has 

the problem w i t h the 80 acres i n the north — northeast 

q u a r t e r . 

We also have, of course, the 

d i f f i c u l t y of p r o t e c t i n g the 160 acres i n the southeast 

quarter of Section 18 from the drainage which I t h i n k has 

been unquestionably demonstrated by the testimony from Sec­

t i o n 19, the o f f s e t t o the south. 

There's been some i m p l i c a t i o n 

of some wrongdoing i n de c i s i o n making. I t h i n k t h a t t h a t ' s 
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been responded t o . Obviously there's been no i n t e n t t o mis­

handle the t h i n g t o the detriment of HNG. 

I t h i n k t h a t the considerations 

are amply demonstrated by the evidence, consideratons f o r 

d r i l l i n g the lay-down p r o r a t i o n u n i t , which, of course, has 

to do w i t h the f a c t t h a t the o f f s e t i s lay-down as w e l l . I 

t h i n k t h a t i s a major c o n s i d e r a t i o n t o be taken i n t o account 

by the D i v i s i o n . 

That simply i s c o n s i s t e n t w i t h 

what's happened t o the south. 

So f o r a l l those reasons, we 

bel i e v e t h a t Texaco's a p p l i c a t i o n should be approved. 

The f i n a l c o n s i d e r a t i o n , of 

course, i s t h a t f i r s t i n time doesn't n e c e s s a r i l y mean f i r s t 

i n r i g h t , I don't b e l i e v e , i n t h i s case or any other. The 

spudding a w e l l doesn't, i n my view, necessitate going t o 

10,000 f e e t i n order t o p r o t e c t your r i g h t s , but t h a t , of 

course, i s a de c i s i o n made by HNG and we haven't t r i e d t o 

second guess t h a t , but I don't t h i n k t h a t t h a t should be a 

con s i d e r a t i o n i n deciding t h i s case. 

Thank you. 

MR. STOGNER: Thank you, Mr. 

Bateman. 

Mr. Carr. 

MR. CARR: Mr. Stogner, you 
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have two a p p l i c a t i o n s before you seeking the pool i n g of cer­

t a i n acreage i n Section 18, Township 24 South, Range 29 

East. 

There are a l o t of th i n g s t h a t 

aren't i n d i s p u t e . 

HNG on one hand i s seeking a 

west h a l f stand-up u n i t ; Texaco, a lay-down south h a l f u n i t ; 

both have 75 percent; both propose t o d r i l l on t h e i r own ac­

reage and both would d r i l l a t a standard l o c a t i o n . 

There doesn't seem t o be any 

question about the i m p o s i t i o n of the 200 percent r i s k pen­

a l t y . No one has disputed i t , no argument on t h a t . 

There doesn't seem t o be an i s ­

sue as t o the cost . The AFEs are not being challenged by 

e i t h e r one. They remain estimates and whoever prevails,, i f 

the other j o i n s , t h e y ' l l pay t h e i r p r o p o r t i o n a t e share u l t i ­

mately of what the ac t u a l costs happen t o be. 

So the costs are o t i n issue. 

There's no question as t o over­

head and a d m i n i s t r a t i v e costs. We proposed f i g u r e s . 

There's been no q u a r r e l w i t h 

them and whoever p r e v a i l s , those f i g u r e s can be incorporated 

i n t o the order. 

There are, however, we submit, 

several d i f f e r e n c e s . 
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We t h i n k t h a t one t h i n g t h a t 

Texaco has been emphasizing, which i s of l i t t l e and probably 

no m e r i t whatsoever, i s the f a c t t h a t the north h a l f of 19 

i s developed as a lay-down u n i t . That might be of some con­

sequence i f we were 660 o f f the no r t h l i n e of t h a t s e c t i o n 

but we're 1950. We're only 30 f e e t c l o s e r than we would be 

i f i t were on a stand-up, been developed as stand-up u n i t s . 

They're n a t u r a l l y concerned 

about what they might do t o p r o t e c t t h e i r i n t e r e s t i n the 

south h a l f of 18 and they f e e l the way t o do t h a t i s w i t h a 

lay-down u n i t . 

We submit the reason they want 

a lay-down u n i t i s not because they would l i k e t o have an 

equal chance at a limestone i n t e r v a l which they say i s some­

how un i f o r m l y f r a c t u r e d and could be drained as i f i t were 

v i r t u a l l y a homogeneous s i t u a t i o n . They don't want t o be 

able t o have an equal chance; they want t o be t w o - t h i r d s 

clo s e r t o t h a t common lease l i n e than HNG i s w i t h i t s w e l l 

down i n Section 19. 

I f they r e a l l y wanted an equal 

chance, and i f we be l i e v e t h e i r i n t e r p r e t a t i o n of t h i s lime­

stone zone, one t h a t can be drained great distances by w e l l s 

completed t h e r e i n because of the network of f r a c t u r i n g , then 

they c e r t a i n l y could develop an east h a l f u n i t and d r i l l 

1980 from the lease l i n e and v i r t u a l l y p r o t e c t t h e i r r i g h t s . 
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They don't want t o do t h a t and 

they don't want t o do t h a t because what they're here doing, 

we submit, i s t r y i n g t o gain an advantage f o r one s t r i n g e r 

and one s t r i n g e r alone. 

They'd l i k e t o put us i n a s i t ­

u a t i o n where we'd have t o go w i t h a n o r t h h a l f u n i t , being 

the north h a l f of 18. 

That, f r a n k l y , r e s u l t s i n an 

imprudent development p a t t e r n f o r Section 18, not perhaps, 

i f you want t o put your b l i n d e r s on, i f you want t o look 

j u s t at the limestone zone t h a t they're i n t e r e s t e d i n , but 

i f you look at what can be completed i n an Atoka w e l l look­

i n g at the sandstones as w e l l as the limestone, c l e a r l y the 

evidence presented by HNG shows t h a t the prudent development 

p a t t e r n r e q u i r e s the development of the stand-up u n i t s and 

w e l l s i n the northeast quarter and the northwest q u a r t e r . 

That's the way, w i t h o u t waste, 

t o 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 the i n t e r e s t owners i n 

Section 18, and we submit t h a t must be c o n t r o l l i n g i n your 

d e c i s i o n . 

I t simply i s a question of who 

can, w i t h the proposed l o c a t i o n s , prudently develop t h i s 

t r a c t . 

Only HNG stands before you w i t h 

a t e c h n i c a l l y competent p r e s e n t a t i o n which shows how Section 
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18 must be developed. 

This i s what they o r i g i n a l l y 

proposed t o Getty. This i s what they propose here today. 

They d i d n ' t do i t f o r purposes of the hearing. They d i d i t 

because i t i s the r i g h t way t o develop Section 18. 

HNG doesn't b e l i e v e t h a t f i r s t 

i n time i s f i r s t i n r i g h t , but we have been working through 

a complicated t i t l e s i t u a t i o n . We spent eighteen months un­

r a v e l i n g t h i s problem. We've had t o d r i l l a w e l l t o prevent 

loss of a farmout t h a t we could not get extended. We t h i n k 

what we have done i s what any prudent operator would do i n 

t r y i n g t o put together a spacing u n i t i n Section 18. 

I t ' s not our f a u l t t h a t Getty 

and Texaco don't communicate very w e l l i n the midst of the 

t r a n s i t i o n , which I submit i s not t h e i r f a u l t e i t h e r , but. we 

do b e l i e v e we have been out there and have shown t h a t we've 

been working f o r eighteen months, put t h i s t ogether, b u i l t 

our l o c a t i o n , and then i n March along came the man who wears 

the s t a r , and he'd l i k e t o take away. 

We submit t h a t t h a t i s inappro­

p r i a t e . I t i s not supported by the evidence before you here 

today; t h a t t o aut h o r i z e them t o go forward a t t h i s proposed 

l o c a t i o n i s i n c o n s i s t e n t w i t h your d i r e c t i v e s t o prevent 

waste and p r o t e c t c o r r e l a t i v e r i g h t s , and t h a t you on t h i s 

record must enter an order g r a n t i n g the a p p l i c a t i o n of HNG 
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and denying t h a t of Texaco. 

MR. STOGNER: Thank you, Mr. 

Carr. 

Mr. Carr, Mr. Bateman, I'd l i k e 

f o r both of you t o submit t o me a rough order w i t h i n 

what's today, the 24th? What would be a s u f f i c i e n t amount 

of time f o r each one of you t o have rough orders in? 

MR. BATEMAN: Two weeks? 

MR. CARR: Yeah, t h a t would be 

f i n e . 

MR. STOGNER: Wit h i n two weeks. 

Is there anything f u r t h e r i n 

e i t h e r Case Number 8558 or 8589 at t h i s time? 

There being none, the record 

w i l l remain open pending the a d d i t i o n a l i n f o r m a t i o n , being 

the roughs, w i t h i n two weeks. 

That concludes t h i s hearing f o r 

Docket Number 13-85. 

(Hearing concluded.) 
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MR. QUINTANA: We'll c a l l Case 

8558. 

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

HNG O i l Company f o r compulsory p o o l i n g , Eddy County, New 

Mexico. 

The a p p l i c a n t has requested 

t h a t t h i s case be continued. 

MR. QUINTANA: Case 8558 w i l l 

be continued u n t i l A p r i l 24, 1985. 

(Hearing concluded.) 
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