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HR. STOGNER: The hearing w i l l 

resume order. 

We'll c a l l next Case Number 

9 2 89, which i s the a p p l i c a t i o n of Eoran O i l Compny f o r com­

pulsory p o o l i n g and an unorthodox w e l l l o c a t i o n , Lea County, 

Now Mexico. 

C a l l f o r appearances. 

MR. KELLAHIN: I f the Exaniner 

please, I'm Tom K e l l a h i n of the Santa Pe law f i r m of K e l l a ­

h i n , K e l l a h i n & Aubrey, appearing on behalf of Foran O i l 

Company, and I have two witnesses t o be sworn. 

NR. STOGNER: Any other appear­

ances? 

MR. BRUCE: Hr. Examiner, my 

name i s Jim Bruce from the Kin k l e Law Firm i n Santa Fe, rep­

re s e n t i n g Charles G i l l e s p i e . 

MR. STOGNER: Do you have any 

witnesses? 

MR. BRUCE: I have no witnes­

ses, Mr. Examiner. 

MR. STOGNER: Let the record 

show t h a t the a p p l i c a n t ' s witnesses, Mr. Foran and Mr. Car­

ries, were prevously sworn today i n Case Number 9 290. 

You may continue, Mr. k e l l a h i n . 
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5 

MR. KELLAHIN: Than* you, Mr. 

Examiner. 

This case was o r i g i n a l l y 

scheduled f o r a hearing on January 6th. Just p r i o r t o t h a t 

hearing i t became apparent t h a t the a p p l i c a n t desired to 

change the o r i e n t a t i o n of the 80-acre spacing u n i t and t h a t 

w h i l e the a c t u a l footage l o c a t i o n f o r the unorthodox w e l l 

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

spacing u n i t s the 40-acre t r a c t was mis-advertised. 

I t was i n d i c a t e d o r i g i n a l l y to 

be i n Lot 14 when, i n f a c t , i t has been and continues to be 

located i n Lot 11. We'll have the witness discuss the loca­

t i o n of the w e l l . 

But as a r e s u l t of t h a t change, 

we continued the case r e - n o t i f i e d a l l i n t e r e s t e d p a r t i e s . 

In a d d i t i o n , a t t h a t time, while Mr. Bruce was i n appear­

ances on the January 6th docket, we went ahead and provided 

hi s c l i e n t w i t h an a d d i t i o n a l n o t i c e w i t h regards to the un­

orthodox l o c a t i o n , so t h q t he would be aware of the a p p l i c a ­

t i o n and Mr. Bruce, obvi o u s l y , i s here today. 

But w i t h regard to the changes, 

those re q u i r e d the case to be rea d v e r t i s e d and i t was done 

so f o r today's docket. 

The primary o b j e c t i v e of the 

operator i s to d r i l l a Strawn t e s t on 80 acres; however, he 
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desires to go an a d d i t i o n a l 700 f e e t , u t i l i z i n g t h i s we11-

oore also to t e s t f o r Morrow prod u c t i o n , which w i l l he a 

rank w i l d c a t . There i s no known Morrow production w i t h i n a 

number of miles. 

In a d d i t i o n we have adve r t i s e d 

the 40-acre t r a c t i n the event, which i s also u n l i k e l y , t h a t 

there i s Wolfcamp o i l production t o be obtained, but p r i n c i ­

p a l l y the primary o b j e c t i v e of the w e l l i s l i k e the other 

case t h a t you heard, an 80-acre spaced Strawn o i l w e l l . 

The l o c a t i o n i s an unorthodox 

l o c a t i o n , I b e l i e v e , i n each instances f o r e i t h e r a 40, 80, 

or a 320. Mr. Foran has a p l a t showing you the exact loca­

t i o n o f the w e l l and w e ' l l discuss t h a t i n a moment. 

There are p a r t i e s t h a t remain 

uncommitted to the w e l l t h a t we seek to f o r c e pool i n var­

ious combinations, and Mr. Foran w i l l t e s t i f y about those. 

Mr. Carnes 1 testimony w i l l be 

d i r e c t e d t c the r i s k f a c t o r penalty t h a t ' s involved i n the 

case and we 111 proceed w i t h h i s testimony and his e x h i b i t s 

are the l a s t two. 

That concludes my p r e l i m i n a r y 

remarks and we're prepared f o r Mr. Foran*s testimony at t h i s 

t i n e . 

MR. STOGNER: Mr. Rruce, do you 

have anything to add? 
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MR. BRUCE: Mo, s i r . 

MR. STOGNER: Mr. K e l l a h i n , 

please proceed. 

JOSEPH S. FORAN, 

being c a l l e d as a witness and having been p r e v i o u s l y sworn 

and remaining under 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. KELLAHIN: 

Q Mr. Foran, l e t me d i r e c t your a t t e n t i o n , 

s i r , t o E x h i b i t Number One. Let's take a moment and have 

you i d e n t i f y f o r us, f i r s t of a l l , the 320-acre t r a c t ar. to 

se c t i o n , township, and range. 

A E x h i b i t Number One i d e n t i f i e s the 320-

acre t r a c t . I t ' s i n Section 6. Section 6 i s an elongated 

s e c t i o n c o n s i s t i n g of 960 acares or more instead of the 

usual 640, so the 320-acre t r a c t t h a t we've picked out i s — 

i t c o nsists of the southwest quarter of Section 5. 

Q You misspoke, i t ' s Section 5. 

A I misspoke. I meant Section 5, southwest 

quarter of Section 5 i n Lots 11, 12, 13, and 14 of t h a t r.atn-.-

Section 5. 

Q Where w i l l these various spacing u n i t s ba 

located i n r e l a t i o n t o the community of Lovington? 
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A This spacing u n i t w i l l be located ap­

proximately one-half mile vest of the Town of Lovington. 

Q Let me t u r n your a t t e n t i o n s p e c i f i c a l l y 

to t h i s oversize s e c t i o n I t h i n k i t ' s displayed on E x h i b i t 

Number Two. 

A l l r i g h t , s i r , would you i d e n t i f y Exhi­

b i t Number Two f o r us? 

A E x h i b i t Number Two shows i n d i f f e r e n t 

c o l o r s the three p r o r a t i o n u n i t s we're applying f o r forced 

pooling orders on. 

The 40-acre Wolfcamp zone i s i n green and 

is Lot 11. 

The orange depicts the 80-acre Strawn, 

c o n s i s t i n g of Lots 11 and 12. 

And then the yellow c o n s i s t s of the Mor­

row p r o r a t i o n u n i t , c o n s i s t i n g of Lots 11, 12, L3, 14, and 

the southwest quarter of Section 5. 

Q This i s the f i r s t w e l l to be d r i l l e d i n 

Section 5 for e i t h e r the Strawn or the Morrow or the Vvol f -

canip? 

A There are a number of Wolcamp w e l l s i n 

t h i s s e c t i o n already but i t i s the f i r s t w e l l to t e s t the 

Strawn and the Morrow i n t h i s s e c t i o n . 

Q So we understand what the various owner­

ships are i n the s e c t i o n , Mr. Foran, w i l l you describe f o r 
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us i n a genera 1 way, who are the o f f s e t t i n g operators t o the 

spacing u n i t w i t h i n the section? 

A The only o f f s e t t i n g operator i s Mr. G i l ­

l e s p i e , who owns the northwest quarter of Section 5 and some 

acreage over i n the a d j o i n i n g Section 6. He operates some 

Wolfcamp w e l l s i n those areas. 

0 W i l l Mr. — 

MR. STOGNER: Just a moment. 

Let me go back, now he owns some property i n the northwest 

quarter? 

A Of Section 5. That's — t h a t ' s Lots 3, 

4, 5 and 6. 

MR. STOGNER: Okay. 

Q To the best of your knowledge, Mr. Foran, 

does Mr. G i l l e s p i e have any i n t e r e s t i n any of the t r a c t s 

other than 3, 4, 5 and 6 i n Section 5? 

A I t ' s my understanding t h a t he has some 

i n t e r e s t , e x a c t l y how much, I do not know, i n Lots 1, 2, 7 

and 8, but i t ' s a m i n o r i t y i n t e r e s t . I t h i n k i t ' s f a i r l y 

nominal amounts. 

0 Does Mr. G i l l e s p i e have any i n t e r e s t i n 

any of the three spacing u n i t s t h a t are proposed f o r the 

subject w e l l ? 

A No, s i r , he does not. 

0 Have you discussed w i t h Mr. G i l l e s p i e how 
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tne — you and Mr. G i l l e s p i e could develop Section 5 i n 

terms of e i t h e r the o r i e n t a t i o n of the spacing u n i t s , the 

l o c a t i o n of the w e l l s or what formations ought to be d r i l l e d 

and tested? 

A Yes, s i r . My p r i n c i p a l partner i n here 

is Sun Ex p l o r a t i o n and Production, which owns c e r t a i n leases 

i n Section 6. 

I went to Sun and we made a deal t o form 

a working i n t e r e s t u n i t . We i n v i t e d Mr. G i l l e s p i e t o j o i n 

but we couldn't agree on the u n i t o u t l i n e . Mr. G i l l e s p i e 

t o l d us t h a t he, a t t h a t time, t h i s i s about e i g h t months 

ago, t h a t he was i n t e r e s t e d i n seeing development i n t h i s 

area but we j u s t couldn't agree on the u n i t o u t l i n e , and we 

proceeded w i t h our — w i t h our own u n i t , t h i s being the 

f i r s t t e s t of our working i n t e r e s t u n i t . 

Q When d i d you f i r s t make Mr. G i l l e s p i e 

aware of the proposed l o c a t i o n 1350 f e e t from the north l i n e 

of t h i s s e c t i o n and 1550 from the west l i n e of t h i s s e c t i o n 

fo r t h i s well? 

A I t would have been some time i n November 

of 1987. 

Q And what d i d you advise Mr. G i l l e s p i e 

t h a t you proposed to do w i t h a w e l l located a t t h a t p oint? 

A We had to go t o the E x t r a t e r r i t o r i a l 

Board of Lovington t o apply f o r a zoning variance, and at 
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tha t time p a r t of our o b l i g a t i o n was t o n o t i f y the o f f s e t 

operator;;, the o f f s e t landowners, the people l i v i n g in the 

area, of our proposed l o c a t i o n . 

Q At t h a t time d i d Mr. G i l l e s p i e o f f e r to 

you any o b j e c t i o n as t o your proposed l o c a t i o n or the forma­

t i o n s t h a t you propose to penetrate w i t h t h a t wel1? 

A Mr. G i l l e s p i e has never, nor anyone from 

his o f f i c e has ever d i r e c t l y communicated any o b j e c t i o n to 

t h i s l o c a t i o n . The only — the f i r s t t h a t we heard t h a t V:; 

was going t o ob j e c t t o t h i s l o c a t i o n t o me was, t h a t T heard 

myse1f, was today. 

0 Have you on previous occasions discussed 

w i t h Mr. G i l l e s p i e h is p a r t i c i p a t i o n i n the w e l l i n so.re 

fashion? 

A Yes. When we were o r i g i n a l l y t r y i n g to 

form t h i s u n i t Mr. G i l l e s p i e i n d i c a t e d he wasn't i n t e r e s t e d 

i n forming the u n i t ; t h a t he was very desirous of seeing a 

w e l l d r i l l e d i n here; t h a t he had a lease o b l i g a t i o n to 

d r i l l a deep t e s t i n here; would l i k e f o r us to do i t f i r s t , 

and promised me support f o r i t . He d i d n ' t s p e c i f y support 

a t t h a t time, but about three months l a t e r I again asked 

what kind of support and they i n d i c a t e d dry hole support. 

This was — 

Q Define t h a t f o r us, Mr. Foran. What does 

that rnean? 
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A .:.<:y hole support: moans that: h>? w i l l pay 

us so many d o l l a r s a f o o t i n the event t h a t the w e l l i-:> dry, 

h e ' l l make a c o n t r i b u t i o n of so many d o l l a r s per f o o t . I f 

the w e l l i s pr o d u c t i v e , then he gets the w e l l i n f o r m a t i o n 

f o r f r e e . 

Q Yours i s the f i r s t w e l l i n t h i s s e c t i o n 

t h a t would penetrate the Morrow and y o u ' l l have the oppor­

t u n i t y to determine how t h i s spacing u n i t i s o r i e n t e d f o r 

the s e c t i o n . How have you selected the o r i e n t a t i o n of th-.--. 

320-acre spacing u n i t f o r the wel1? 

A Well, our f i r s t — t h i s — t h i s w a l l i s 

predicated on a Strawn seismic anomaly i n the sarae way t h a t 

we've been d r i l l i n g f o r these Strawn seismic anomalies oast 

of Lovington i n our hearing on our Twin Lakes and the same 

way Pennzoil was asking today f o r t h e i r seismic anomaly, and 

so the Morrow — i t wasn't the Morrow t h a t had — based our 

p r o r a t i o n u n i t . I t — we picked out what we thought was the 

optima; Strawn l o c a t i o n , 30 acres, and t h a t ' s what d e t e r ­

mined our l o c a t i o n . 

Then once we determined t h a t , then wa 

looked and decided t h a t only being 500 f e e t away, approxi­

mately, and $65-to-B0,000 more, we could te a t the Morrow i n 

here. There's not a g e o l o g i c a l reason f o r the Morrow. re 

don't have any w e l l c o n t r o l , but we thought t h a t i t would be 

prudent to go down and t e s t the Morrow at t h i s same rime to 
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x-xti i f i t n i g h t be productive f o r t h i s s e c t i o n . 

U In order t o form a v o l u n t a r y u n i t to take 

the we11 to the Morrow, have you sought tho cooperation of 

the working i n t e r e s t owners tha t are i n d i c a t e d in tho 

acreage o u t l i n e d i n yellow? 

A Yes, s i r , we have. There i s also a l o t 

of mineral owners i n here, over 80 mineral owners, being 

near a town and having town l o t s , and we've — ve * ve 

obtained the cooperation of — on a l l but four i n w r i t i n g 

a 1 ready. 

The four remaining have committed to us 

by — e i t h e r by phone t h a t they've agreed to lease, or i n 

the case of TXO, i s we've received a l e t t e r commitment '> .'. 

we * ve not received t h e i r formal farmout agreement. 

Q Because o f the unusual size of t h i s 

s e c t i o n i t gives you the a l t e r n a t i v e o p t i o n of simply moving 

t h i s 3 20-acre u n i t 16 0 acres f a r t h e r n o r t h so t h a t the 

spacing u n i t , then, i s up out of the northwest corner. Ha«'e 

you considered t h a t as an a l t e r n a t i v e ? 

A Yes, s i r , we have, but i t ' s been very 

d i f f i c u l t to get a commitment out of Mr. G i l l e s p i e , and, so 

we, since we c o n t r o l l e d the southwest quarter and had a l l of 

i t leased and had a higher net the r e , we decided t h a t r a t h e r 

than t r y i n g t o continue t o pursue these n e g o t i a t i o n s w i t h 

Mr. G i l l e s p i e , we would j u s t use the 3 20 acres t h a t we 
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already hod under lease. 

Q Based upon your understand inc; of what's 

occu r r i n g here, do you see any advantage t o both you and Hr. 

G i l l e s p i e by leaving the o r i e n t a t i o n of t h i s 320-acres eh 

you propose on t h i s e x h i b i t ? 

A Yes, s i r . I t h i n k i t ' s f a i r to a l l pat­

t i e s and Hr. G i l l e s p i e has never objected to t h i s , and we 

d i d n ' t expect any o p p o s i t i o n today. Ke d i d n ' t say anything 

at the zoning variance hearing i n Lovington. Ke d i d n ' t sco 

anything u n t i l , r e a l l y , j u s t t h i s morning, so we thought he 

was i n favor of having us d r i l l near at t h i s location, be­

cause i t would help prove up his own acreage and s t i l l l o f t 

p l e n t y of room f o r him to o r i e n t any Morrow t ^ s t that ho 

wanted to d r i l l h i m s e l f . 

Q Your proposed o r i e n t a t i o n would then 

leave the north h a l f of t h i s s e c t i o n , being Lots 1 through 

10, open f o r d e d i c a t i o n to Morrow i n the event you are so 

f o r t u i t o u s ( s i c ) as to get a Morrow w e l l ? 

A Yes, s i r . We also approached Mr. G i l l e s ­

pie about a farmout and he t o l d us he would not farm out his 

acreage and tha t was another reason we could o r i e n t t h i s 3?C 

aa we have and not have t o force pool anybody, where i f we'd 

moved i t 160 acres n o r t h , we would have had t o force pool 5 0 

percent of the w e l l . 

U Would t h a t have been a percentage t h a t 
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Foran G i l Company would nave been able tc c a r r y and s t i l l 

d r i l l tha w e l l ? 

A No, s i r , i t would not have been. 

O Another a l t e r n a t i v e to o r i e n t a t i o n on the 

320 would be t o stack them, lay them down and stack throe oa 

top, do you see what I'm saying? 

A Yes, s i r . 

Q I f you would dedicate then, Lots 9 

through 16 as the 320 o r i e n t a t i o n f o r the Morrow, have you 

considered t h a t as an a l t e r n a t i v e ? 

A Yes, s i r , we looked at t h a t . That has a 

couple of problems w i t h i t . I t ' s a complicated area and you 

could o r i e n t i t , you know, several d i f f e r e n t ways. We've 

picked out what we t h i n k i s the best considering a l l f a c t o r s 

and the reason we went w i t h the way we d i d i s i t had a high­

er net revenue i n t e r e s t . 

Second, we already had i t under lease and 

i t would have saved us some a d d i t i o n a l problems i n d e a l i n g 

w i t h UniCal, TXO, by o r i e n t i n g i t as we d i d . 

The t h i r d reason i s t h a t as our g e o l o g i - i 

ca l engineering has been, we t h i n k t h a t t h i s 320 would be a 

more e f f e c t i v e p r o r a t i o n u n i t f o r producing the Morrow than 

a lav/down, given the s t r u c t u r a l p o s i t i o n . 

And l a s t , I would j u s t l i k e — and per­

haps most important -- to p o i n t out t h a t i t d i d n ' t matter 
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whether we l a i d i t down or stood them up, our l o c a t i o n would 

s t i l l be tho same because i t was predicated on the Strawn, 

I t wouldn't change our proposed l o c a t i o n , and t h i s l o c a t i o n 

has b e t t e r economics and b e t t e r s t r u c t u r a l p o s i t i o n than a 

1aydown. 

0 Let's t u r n now to the actual l o c a t i o n a*-, 

depicted, on E x h i b i t number Three, Mr. Foran. Would you help 

educate the Examiner on the unusual shape of t h i s s e c t i o n 

and show how you've c a l c u l a t e d the footages f o r the lo-op­

t i o n ? 

A Yes, s i r . Mr. Examiner, the Lots 1 

through 4 across there are not standard 40-acre l o t r . 

They're elongated l o t s w i t h approximately 1676 f e e t i r 

heig h t . E x h i b i t Three, and then add your 1370 and then your 

954.5 and t h a t brings you down t o the 3950 f e e t from the 

north l i n e t h a t we've advertised both here and i n Lovington 

f o r the zoning variance. 

O 'When we look w i t h i n Tract: 11, i s ihat 

standard size 40-acre t r a c t where the side dimensions are 

13 20 f e e t , do you know? 

A For Lot 11? 

O Yes, s i r . 

A Yes, s i r , i t ' s my understanding t h a t ' s a 

standard 40-acre w i t h 13 20 side dimensions. 

0 And Lot 6 would be standard 4 0-acre u Lib 
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.standard l o t dimensions? 

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

Q And i t ' s only i n the top t i e r of four 

t r a c t s , 1 through 4, t h a t we have an elongated t r a c t ? 

A That's c o r r e c t . That — t h a t was anothor 

reason t h a t i f we had i f we'd used a 320 at the top to 

include G i l l e s p i e ' s acreage, v/e would have been d i l u t e d by 

more than 50 percent, because h i s top Lots 3 and 4 are 

greater than 4 0 acres and t h a t would have given him. 

c o n t r o l l i n g i n t e r e s t i n the 320, and we f e l t from a land and 

economic and geology, t h i s was the best under the 

circumstances. 

0. A l l r i g h t , s i r , l e t ' s t u r n now to E x h i b i t 

Number Pour, Mr. Foran. Would you i d e n t i f y f o r us t h i c 

e x h i b i t ? 

A Yes, s i r . This i s an e x h i b i t t h a t shows 

some of the housing i n the area and the ownership of the 

surface and i t s c u r r e n t use. 

As you can see i n Lot 11. on E x h i b i t Four, 

is cur proposed l o c a t i o n i s north of a fence, which i " a 

horse pasture i n t h e r e , and then i f we moved i t f u r t h e r 

south, we would be i n the middle of someone's house and 

yard, and i n meeting w i t h the l o c a l landowners before the 

commission, i t was decided t h a t t h i s — t h i s location, would 

be the le a s t d i s r u p t i v e ot the surface owners i n t h i s area. 
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Based on t h a t , we had run seismic because 

the Strawn i s predicated on seismic l i n e s and a l i t t l e var­

iance o f f the s t r u c t u r e , o f f the seismic anomaly, can r e s u l t 

i n a dry hole, Sun was very i n t e n t upon d r i l l i n g a t a loca­

t i o n t h a t was a t the i n t e r s e c t i o n of two seismic l i n e s i n an 

e f f o r t t o p i n down any type of Strawn anomaly and t h a t ' s the 

other reason t h a t our l o c a t i o n i s locates where i t i s at the 

i n t e r s e c t i o n i n an e f f o r t to stay on — have as much seismic 

c o n t r o l i n t h i s area as we can because of the absence of 

subsurface c o n t r o l . 

Q Would you have a v a i l a b l e t o you a topo­

g r a p h i c a l l y acceptable standard l o c a t i o n i f you moved your 

w e l l l o c a t i o n f a r t h e r south and were 1980 from the end l i n e 

of the spacing u n i t i n s o f a r as the Morrow i s concerned? 

A No, s i r , and we'd also run i n t o some 

p r e t t y severe surface damage problems because Mr. Bid d l e , 

who owns the area where we're d r i l l i n g has been very easy t o 

work w i t h , he owns minerals, where i f we moved i t any f u r ­

ther south we w i l l be d e a l i n g w i t h people who own the sur­

face but no minerals, and one of them, i n f a c t , objected to 

our l o c a t i o n because v/e wouldn't pay him any damages f o r the 

l o c a t i o n , and he was seeking $10,000 i n damages, so i f we 

were to move i t south and put i t on h i s land where he owned 

no minerals, i t would be very d i f f i c u l t to deal w i t h him. 
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Q Turn now t o E x h i b i t Number Five, Mr. 

Foran, and would you i d e n t i f y t h i s e x h i b i t ? 

A This i s the l e t t e r a d v i s i n g us from our 

atto r n e y i n Lovington, Mr. W i l l i a m s , t h a t we have f i n a l l y 

received from Lovington E x t r a t e r r i t o r i a l Zoning A u t h o r i t y , a 

conformed copy of the variance f o r the proposed w e l l . 

This was — t h i s matter of procedure was 

f i n a l l y concluded i n January, although we commenced i t back 

i n November. 

Q Would any l o c a t i o n i n Section 5 r e q u i r e 

you to go to the Lovington-Lea County E x t r a t e r r i t o r i a l Zon­

ing A u t h o r i t y f o r appoval? 

A Yes, s i r , i f the — i f t h i s Commission 

would change our present l o c a t i o n , we would have to repeat 

t h a t process again. 

Q What's your soonest e x p i r i n g lease t o the 

best of your r e c o l l e c t i o n , Mr. Foran, among a l l the leases 

t h a t are involved i n any of your spacing u n i t s , do you know? 

A I t would be a, I t h i n k , s i x month lease 

t h a t we have w i t h Lots — i n Lots 11, 12, 13, and 14. 

Q Approximately when would they be due to 

expire? 

A I b e l i e v e i n June of t h i s year. 

0 Let's t u r n now t o the s p e c i f i c s of the 

various remaining nonconsenting owners w i t h i n the various 
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spacing u n i t s , and l e t me d i r e c t your a t t e n t i o n t o E x h i b i t 

Number Six. 

Describe f o r the Examiner how you have 

displayed t h i s i n f o r m a t i o n on the e x h i b i t . 

A On t h i s e x h i b i t we're t r y i n g t o show 

three columns, one f o r a Morrow u n i t , one f o r a Strawn, and 

one f o r a Wolfcamp. Out of these I t h i n k Strawn i s the only 

one t h a t you can expect any production from. The other two 

are very, very s p e c u l a t i v e but they're done t o t r y t o save 

time t o keep from coming back. 

And then we've l i s t e d the four owners 

t h a t we've not signed — reached d e f i n i t i v e w r i t t e n 

agreements on i n t h i s area and t h e i r percentage ownership 

according t o each of those t r a c t s . 

Q Summarize f o r us, Mr. Foran, the time 

involved i n your e f f o r t s to o b t a i n v o l u n t a r y j o i n d e r among 

a l l the appropriate owners i n any of the spacing u n i t s . 

A Before the remaining, TXO has sent us a 

formal l e t t e r proposal and w r i t t e n agreement. I've t a l k e d 

to them and they've said t h e i r — t h e i r d e f i n i t i v e farmout 

agreement, they g e n e r a l l y send you a l e t t e r commitment and 

then they f o l l o w i t up w i t h a d e f i n i t i v e farmout agreement, 

and t h a t , t h a t ' s supposed t o be i n the mail and I should 

have received i t before the hearing, but the landman has 

resigned to open h i s own o f f i c e and so things are a l i t t l e 
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delayed. 

The Corrigans, we've reached agreement i n 

p r i n c i p a l t h a t they would c o n t r i b u t e t h e i r mineral i n t e r e s t 

f o r a quarter lease but then they want i t on t h e i r lease 

form and which we consider excessive. We've o f f e r e d them 

a l l the i n f o r m a t i o n t h a t they want but we'd l i k e t o , you 

know, they have a very small i n t e r e s t throughout t h i s area 

and we j u s t t h i n k t h a t they are asking too much and we've 

sent them our lease form and hope t h a t t h e y ' l l sign i t . 

Ms. Brunei and Ms. L i t t e l l have both ver­

b a l l y committed to us but yet when I t a l k e d to them on Sun­

day before coming out here they said they had t r o u b l e get­

t i n g t o a notary, of f i n d i n g a notary to — t o get the, you 

know, t o get i t mailed, and one's i n C a l i f o r n i a , one's i n 

Oklahoma, and they both assured us but we haven't received 

i t y e t . 

Q Approximately how many leases have been 

consolidated on a v o l u n t a r y basis to make up the various 

spacing u n i t s ? 

A I would guess i t ' s a number i n excess of 

30. 

Q I f the Commission should r e q u i r e t h a t you 

e i t h e r r e l o c a t e your w e l l or r e o r i e n t the spacing u n i t f o r , 

l e t ' s look a t the Morrow, should you have t o r e - o r i e n t your 

spacing u n i t f o r the Morrow, and have t o lay i t down pro-
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posing Lots 9 through 16, what i s your estimate of the a d d i ­

t i o n a l e f f o r t t h a t would be required f o r you t o accomplish 

that? 

A Well, we'd have t o go back t o the — we'd 

have t o probably go back t o UniCal and TXO and change up the 

agreement. We would — there might be a requirement to go 

back to E x t r a t e r r i t o r i a l Board to r e - o r i e n t our spacing 

u n i t . I t would d e f i n i t e l y delay the d r i l l i n g the our w e l l , 

I t h i n k 6 t o — 6 to 8 months. 

Q As a p r a c t i c a l a l t e r n a t i v e would i t be 

impossible f o r you to do that ? 

A I t h i n k t h a t i f we were t o do t h a t , then 

we would w a i t f o r Mr. G i l l e s p i e to d r i l l h i s w e l l a t the 

very l e a s t and i t may w e l l k i l l the d r i l l i n g of t h i s w e l l 

f o r a year or so, because I've found i n deali n g w i t h Sun, 

who's my major p a r t n e r , t h a t budget plays a very b i g r o l e , 

and they've got money to do i t now under your e x p l o r a t i o n 

agreement w i t h them, t h a t we are supposed t o spud the w e l l 

by March 31 or Sun would have an o p p o r t u n i t y t o back out of 

t h e i r — t h e i r e x p l o r a t i o n agreement w i t h me. I don't, you 

know, and I j u s t — 

Q But the f i r s t p o t e n t i a l deadline i n your 

agreement w i t h your — Sun as a major partner i s March what? 

A 31 . 

Q Let's t u r n now t o E x h i b i t Seven. Would 
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you i d e n t i f y t h a t one f o r us? 

A E x h i b i t Seven i s our l e t t e r commitment we 

received from TXO o f f e r i n g t o farm out t h e i r i n t e r e s t f or a 

quarter back-in i n t e r e s t , and t h i s i s the basis f o r our 

agreement v i t h them. 

Q A l l r i g h t , E x h i b i t Number Eight. 

A E x h i b i t Number Eight i s t h a t — i s where 

we're w r i t i n g back t o the Corrigans agreeing to change the 

primary term i n accord w i t h t h e i r request to f u r n i s h them 

the w e l l i n f o r m a t i o n t h a t they requested, and — but advis­

ing them t h a t we, you know, w i t h 80 d i f f e r e n t owners, we 

d i d n ' t want t o have 80 d i f f e r e n t leases. We wanted t o have 

them a l l b a s i c a l l y on the same form and i n view of t h e i r 

small i n t e r e s t i n here, t h a t we found t h e i r lease form, 

which imposed a l l s o r t s of very onerous p r o v i s i o n s was j u s t 

too tough. We thought i t was o v e r k i l l and t r i e d t o l e t them 

know i n a nice way and see i f we couldn't go ahead w i t h our 

agreement i n p r i n c i p a l i n some way. 

Q A l l r i g h t , s i r , would you i d e n t i f y Exhi­

b i t Number Nine? 

Ai Yes. These are two l e t t e r s t h a t were 

w r i t t e n i n December t o Ms. L i t t e l l and Ms. Brunei, you know, 

f o l l o w i n g up telephone conversations we had w i t h them and 

sending them the d r a f t where we had agreed on bonus terms 

and asking them to please sign the lease, n o t a r i z e i t , and 
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present the d r a f t to t h e i r bank f o r payment. 

Q I d i r e c t your a t t e n t i o n now t o Exhibit: 

Number Eleven. 

A E x h i b i t Eleven i s a c e r t i f i c a t e of 

m a i l i n g i n compliance w i t h the Commission's Order R-8054, 

g i v i n g these people a second noti c e through Mr. K e l l a h i n ' s 

o f f i c e , my a t t o r n e y . 

Q This i s n o t i c e f o r the o r i g i n a l s e t t i n g 

of the hearing on January 6th? 

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

Q A l l r i g h t . Refer t o E x h i b i t Number Twelve 

and i d e n t i f y t h i s . 

A E x h i b i t Twelve i s the corrected n o t i c e 

given by your o f f i c e to these same people, advising them of 

t h i s hearing date. 

Q I n a d d i t i o n i t shows Mr. G i l l e s p i e now on 

E x h i b i t C as n o t i f i c a t i o n f o r h i s o f f s e t i n t e r e s t ? 

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

Q Let's t u r n now t o the APE, Mr. Foran. I 

bel i e v e t h a t ' s marked as E x h i b i t Number T h i r t e e n . Was t h i s 

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

A Yes, s i r . I t was — i t was compiled; Mr. 

Carnes i s , of course, more i n t i m a t e w i t h the d e t a i l s than I 

am, but I t h i n k t h a t t h i s f a i r l y r e f l e c t s the cost of 

d r i l l i n g Strawn w e l l s i n t h i s area, which we have done a 
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number o f . 

Q Okay, what i s going t o be the t o t a l depth 

of the proposed well? 

A We're proposing t o take t h i s w e l l to 

12,300 f e e t , which i s an a d d i t i o n a l 500 f e e t t o t e s t the 

Morrow. 

Q Do you have an o p i n i o n , .Vr. Foran, as to 

whether the estimated costs f o r t h i s w e l l are f a i r and 

reasonable? 

A Yes, s i r . These — these costs are based 

on b i d and i n most — most instances we have two or three 

d i f f e r e n t people b i d d i n g on i t , and t o my knowledge, both —• 

everybody we showed t h i s AFE to has agreed t h a t i t ' s accur­

ate . 

Q Have you had anyone t h a t ' s objected to 

Foran O i l Company being the operator of the w e l l ? 

A No, s i r , we've had no o b j e c t i o n s whatso­

ever and the agreement t h a t I have w i t h Sun i s t h a t Sun r e ­

quested t h a t I operate. 

Q D i r e c t your a t t e n t i o n , Mr. Foran, t o your 

recommendation to the Examiner f o r ovoerhad charges to be 

applied i n the pooling order f o r a d r i l l i n g w e l l r a t e and a 

producing w e l l r a t e . What are your recommendations t o the 

Examiner? 

A We are again asking f o r a d r i l l i n g w e l l 
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r a t e of $5000 a month and a producing w e l l r a t e of $500 a 

month. 

Q And t h a t i s based upon what, s i r ? 

A This i s based on the Ernst and Winney 

survey of d r i l l i n g w e l l rates an producing w e l l rates f o r 

west Texas and eastern New Mexico f o r 1986 and '07. 

Q For w e l l s d r i l l e d t o what depth? 

A To 10-to-15,000 f e e t . 

Q Our request i s s l i g h t l y above the average 

but we t h i n k i t ' s c e r t a i n l y j u s t i f i e d given t h i s p r o x i m i t y 

to town and the number of d i f f e r e n t surface and mineral 

owners. 

MR. KELLAHIN: That concludes 

my examination of Mr. Foran. 

We would move the i n t r o d u c t i o n 

of E x h i b i t s One through T h i r t e e n . 

MR. STOGNER: Are there any 

objections? 

MR. BRUCE: No, s i r . 

HR. STOGNER: E x h i b i t s One 

through T h i r t e e n w i l l be admitted i n t o evidence a t t h i s 

time. 

Mr. Bruce, your witness. 
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CROSS EXAMINATION 

BY NR. BRUCE: 

Q Mr. Foran, looking a t your E x h i b i t Two or 

Three, does the 954.5 f o o t number i n d i c a t e the distance from 

your proposed d r i l l s i t e to the north l i n e of Lot 11? 

A Yes, s i r . 

Q Has t h i s been o f f i c i a l l y surveyed by 

anyone i n your company's behalf? 

A I t — Mr. Bruce, i t ' s — I'm going ot 

speak from the best of my knowledge. I t seems l i k e we d i d 

have somebody to survey i t f o r the variance hearing but I --

and I can't — I know I've authorized i t when our operations 

engineer f e e l s i t ' s necessary, and i t seems l i k e i t was but 

I — I don't r e c a l l seeing the survey map. That's — t h a t ' s 

the best t h a t I can o f f e r but Mr. Carries might have more 

knowledge. 

Q Thank you. And d i d you s t a t e t h a t t h i s 

l o c a t i o n would be unorthodox f o r a l l three proposed u n i t s ? 

A Would be unorthodox f o r a l l three? 

Q Yes. 

A Yes, s i r . 

Q I s — maybe t h i s i s Hr. Carnes testimony, 

but i s there a — f o r the Strawn f o r m a t i o n , i s there a 

s p e c i f i c pool t h a t t h i s w e l l would completed in? 

A I t h i n k i t would be, i f we (unclear) i t 
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would be a new f i e l d discovery. 

Q And you are looking f o r a Strawn o i l 

w e l l , are you not? 

A Yes, s i r . 

Q To the best of your knowledge i t ' s not 

w i t h i n one mile of another Strawn pool? 

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

Q Wouldn't i t then be a 40-acre and 

wouldn't there be 4 0 acres dedicated t o the w e l l ? 

A There i s some Strawn production southwest 

of here but I thought i t was more than a m i l e , but i t ' s 

probably about a mile and a h a l f ? I s t h a t r i g h t , about a 

mile and a h a l f southwest of here. 

Q Thank you. E a r l i e r , Mr. Foran, you 

discussed dry hole support from Mr. G i l l e s p i e . I f , of 

course t h a t depends upon the d o l l a r s per f o o t and your 

p a r t i e s coming to terms but i s dry hole support acceptable 

to you? 

A We would have p r e f e r r e d — 

Q I n concept. 

A I n concept, sure. Sure. We — we l i k e 

to t r y to cooperate as much as we can w i t h Mr., you know, 

G i l l e s p i e , or any other operator i n the area, and we 

welcomed h i s support. 

Q I n t h i s case there was an a p p l i c a t i o n 
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f i l e d on Foran O i l Company's behalf, apparently i n December 

of 1987. There was a land p l a t attached t o t h a t , I b e l i e v e 

as E x h i b i t A. Are you f a m i l i a r w i t h that? 

A No, I t h i n k you'd have t o — I've seen 

t h i s p l a t before and i t ' s not accurate. 

Q Does i t place your proposed l o c a t i o n i n 

Lot 14? 

A According to t h i s , t h i s was — the prob­

lem I have w i t h i t , t h i s wasn't prepared by me and i t ' s i n 

— i t ' s i n e r r o r here, and what i s the date? What was the 

date of t h i s ? Can you help me? 

Q Well, I'm not sure since i t was f i l e d by 

Nr. K e l l a h i n , but i t must have been i n December of 1987. 

But does i t show the proposed l o c a t i o n i n 

Lot 14 — t o be i n Lot 14? 

A I t shows i t to be r i g h t o n the border of 

Lot 14 and Lot 11. 

Q Just south of t h a t border. 

A Immediately south of t h i s border and i f 

you were t o take t h i s , which i f you w i l l pickup my E x h i b i t 

Four, i f you'd compare where i t shows the proposed l o c a t i o n 

on t h i s paper you're asking me about — 

Q E x h i b i t A of the f i r s t a p p l i c a t i o n . 

A E x h i b i t A of the f i r s t a p p l i c a t i o n to 

Foran E x h i b i t Four, y o u ' l l see t h a t the proposed l o c a t i o n . 
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i f i t were to remain here, would be r i g h t i n the middle of 

the back yard of Mr. Haines, I b e l i e v e i t i s . 

Q Subsequently there was a f i r s t amended 

a p p l i c a t i o n f i l e d i n t h i s case and once again there was an 

E x h i b i t A attached to i t . I ' l l hand you t h a t E x h i b i t A, and 

i t shows the l o c a t i o n as being i n Lot 11, co r r e c t ? 

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

Q Does i t give a footage i n d i c a t i o n fror« 

the north l i n e of Lot 11? 

A At t h a t time i t was located 1310 f e e t , 

but again, we've moved t h i s l o c a t i o n to accommodate Mr. 

Haines i n the zoning variance, so again we moved back. we 

kept moving i t north t o t r y to get as f a r away from t h i s 

man's house as we could. 

Q However, the two a p p l i c a t i o n s d i d contai n 

at l e a s t i n some respect an erroneous l o c a t i o n f o r your 

we 11. 

A yes, because at t h i s time our 

a p p l i c a t i o n s here were dependent upon gettng the zoning 

variance, you know, i n land matters i t ' s t y p i c a l i s t h a t you 

may — whatever you — i t i s n ' t going to help you any to get 

an order from up here i f you don't have your zoning 

variance. 

Q I understand. 

A Okay, I j u s t wanted t o make t h a t clear 
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and you keep changing your a p p l i c a t i o n . I t ' customary, I 

t h i n k , t o keep changing your a p p l i c a t i o n s up here u n t i l you 

get f i n a l zoning approvals, and continue these matters u n t i l 

t h a t ' s — t h a t ' s squared away. 

Q And T b e l i e v e T heard you p r e v i o u s l y 

mention a working i n t e r e s t owner. Do you have a working 

i n t e r e s t u n i t i n t h i s section? 

A Only, there's only a u n i t between Sun and 

myself, as to our leases, but at one time we were t r y i n g to 

include G i l l e s p i e but G i l l e s p i e couldn't come to terms. 

Q For the e n t i r e section? 

A For both Sections 5 and 6. V?hat he 

what Mr, G i l l e s p i e s a i d , he was w i l l i n g t o form one i n 6 but 

he d i d n ' t t h i n k h i s acreage i n 5 was worth anything. Or, 

you know, t h a t he d i d n ' t want i t included and thought some 

of our acreage i n 5 was goat pasture. 

Q Due t o the o r i e n t a t i o n of your gas w e l l 

i n your .Morrow u n i t , i s i t your i n t e n t i o n t o leave Lots 1 

through 8 of Section 5 a v a i l a b l e f o r a laydown u n i t ? 

A Yes, s i r . 

Q Do you also i n t e r e s t — your company own 

i n t e r e s t i n the east h a l f of the u n i t — 

A Yes. 

Q — east h a l f of the s e c t i o n , excuse me. 

A That's c o r r e c t . I would l i k e t o empha-
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size i n a l l of t h i s t h a t the Morrow i s r e a l l y a remote, you 

know, we're r e a l l y d r i l l i n g f o r science there. You know, we 

had t r o u b l e persuading Sun to d r i l l because of the e x t r a 

complications of d r i l l i n g the e x t r a 500 f e e t , but we t h i n k 

i t ' s important to see i f something's down tber<* or a t l e a s t 

as a c o n t r o l DOint f o r the f u r t h e r development of t h i s area 

and t h a t the mineral owners, I t h i n k , are very e x c i t e d about 

a Morrow t e s t i n here because of the development t h a t i t 

w i l l do and t h a t , you knew, they're a l l very hopeful and 

encouraging. Several of them, i n c l u d i n g .Mr. Middle o f f e r e d 

t o come up here and t e s t i f y t h a t he was sure f o r us d r i l l i n g 

a Morrow t e s t . 

A number of them appeared before the Zon­

ing Commission and, you know, they're — they're a l l very 

eager to see to a w e l l d r i l l e d here. 

O Since your l o c a t i o n i s predicated on a 

Strawn, you i n d i c a t e you kept moving the l o c a t i o n t o the 

n o r t h , i s there a b e t t e r l o c a t i o n than the — s e i s m i c a l l y , 

than the c u r r e n t l o c a t i o n 954.5 f e e t from the n o r t h l i n e of 

Lot 11? 

A From my conversations w i t h the seismic, 

you know, the geophysicist working w i t h us, t h a t t h i s i s as 

good a l o c a t i o n as we can have., and t h a t they want to stay 

on t h a t seismic l i n e and they want t o stay i n t h i s immediate 

area. Our o r i e n t a t i o n and f i n a l d e c i s i o n probably would 
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have been much d i f f e r e n t i f we could have ever gotten Mr. 

G i l l e s p i e to agree to e i t h e r farm out or j o i n the u n i t , but 

tha t ' s a l o t of our compl i c a t i o n of our land s i t u a t i o n . 

0 Tn your request- t o Mr. G i l l e s p i e f o r a 

farmout, was i t only through the Strawn? 

A O r i g i n a l l y t h a t was the way Sun requested 

i t because Sun, you know, was r e l u c t a n t t o d r i l l t o the ?>ior-

row and t h a t was the o r i g i n a l request made by Sun t o G i l l e s ­

p i e , was l i m i t e d to the -- an o p t i o n farmout i n the Strawn. 

Q Has Sun been doing most of the negotia­

t i o n s w i t h Mr. G i l l e s p i e ? 

A O r i g i n a l l y I d i d i t . Recently i t was 

taken over by Sun because they were there i n Midland and 

f e l t they had a good working r e l a t i o n s h i o w i t h him. And I 

f e l t I had a r e a l good one, too, but i t ' s j u s t hard doing 

thinqs sometimes by phone. 

Q Of course Mr. G i l l e s n i e was under no ob­

l i g a t i o n to farm out to you, i s t h a t c o r r e c t ? 

A None whatsoever, other than t h a t he had 

v e r b a l l y committed t h a t he would give us support of some 

ki n d . So i t came as a su r p r i s e t o us that there was — 

there was any problem w i t h t h i s l o c a t i o n . 

MR. BRUCE: I have nothing f u r ­

ther a t t h i s time, Mr. Examiner. 

MR. STOGNER: Mr. K e l l a h i n , any 
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r e d i r e c t ? 

MR. KELLAHIN: Just a few 

questions, Mr. Examiner. 

REDIRECT EXAMINATION 

RY RP. KELLAHIN: 

Q Has Mr. G i l l e s p i e proposed t o you the 

d r i l l i n g of a wel l ? 

A No, s i r , he hasn't. 

0 Has anyone else proposed to you the 

d r i l l i n g of a w e l l i n Section 5? 

A No, s i r , they haven't. 

MR. KELLAHIN: That's a l l . 

MR. STOGNER: Thank you, Mr. 

K e l l a h i n , 

CROSS EXAMINATION 

BY MR, STOGNER: 

Q Mr. Foran, what formation do you propose-

to penetrate, your deepest formation? 

A We w i l l probably d r i l l i n t o the Atoka and 

as soon as we penetrate the Atoka w e ' l l stop; once we're 

through the Morrow, w e ' l l stop. 

No, we're going — excuse me. I'm a land­

man. Let me take t h a t back. 
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We'll d r i l l through the Atoka, through 

the Morrow, and then once we've penetrated through the 

Morrow, w e ' l l stop. That's r i g h t . Yeah, f o r g i v e me the r e , 

I misspoke, 

Q Okay. Would i t be possible to get a copy 

of t h a t zoning a u t h o r i t y ? 

A Yes, s i r . 

Q Por me to have? Do you have i t w i t h you 

today or — 

A I don't b e l i e v e I have t h a t . 

0. Anyway, could you give me a copy 

(unclear) 

MR. KELLAHIN: C e r t a i n l y . 

A Yes s i r , we w i l l c e r t a i n l y have one to 

you. 

Q Whenever I look a t the — your E x h i b i t s 

Number Eleven and Twelve — 

A Okay. 

Q — t h a t r e f e r s t o the c e r t i f i c a t i o n of 

ma i l i n g and i n the body of i t — w e l l , l e t ' s look a t E x h i b i t 

Number Eleven. You r e f e r to a hearing on the 6th but you 

d i d n ' t submit a copy of your c e r t i f i c a t i o n l e t t e r s of what 

was sent t o these people. Now t h i s was the n o t i f i c a t i o n to 

the — to the pool i n g p a r t i e s , i s t h a t c o r r e c t ? 

MR. KELLAHIN: Yes, s i r , i t 
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w i l l show on the o r i g i n a l i n the w e l l f i l e , or the case 

f i l e , where the a p p l i c a t i o n was f i l e d w i t h the Commission. 

We show at the bottoom of t h a t t h a t copies were sent by cer­

t i f i e d mail to the p a r t i e s . They received the cover l e t t e r 

and the a p p l i c a t i o n . 

MP. STOGNER: Okay, now was 

t h i s c e r t i f i c a t i o n ever amended t o these p a r t i e s showing 

that Lots 11 and 12 were going t o be the RO-acre p r o r a t i o n 

u n i t or the proposed R0-acre p r o r a t i o n u n i t t o be pooled? 

MR. KELLAHIN: Yes, s i r . 

MR. STOGNER: They did? Okay, 

when was t h a t sent? 

MP. KELLAHIN: E x h i b i t Twelve 

would be a copy of the cover l e t t e r and the amended, f i r s t 

amended a p p l i c a t i o n t h a t went out t o a l l these o a r t i e s , and 

i t w i l l , be the January date, on the January 11th, t h a t cer­

t i f i e d m a i l i n g included the a p p l i c a t i o n and the cover l e t t e r 

and at t h i s p o i n t i t also included then Mr. G i l l e s p i e , and 

i t was i n t h a t change that, we changed the o r i e n t a t i o n of the 

80 acres. 

MR. STOGNER: And he would have 

been the only o f f s e t operator t h a t would have been required 

to have been n o t i f i e d , according t o our r u l e s and regula­

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

MR. KELLAHIN: As t o the 320 
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spacing, recognize t h a t on the 80-acre or the 40, we're 

going t o be encroaching towards the south, e i t h e r towards 13 

and 14, and so while we are pooling p a r t i e s t h a t are i n v o l ­

ve'! i n Tract 11, those are also p a r t i e s t h a t would o f f s e t 

the spacing u n i t and so they, i n a d d i t i o n to Mr. G i l l e s p i e 

on h i s 320, got no t i c e on the others. 

MR. STOGNER: Okay. Now, the 

actua] n o t i c e t h a t was sent on the January 11th, was i t — 

do T have a copy of t h a t i n my records as the f i r s t amended 

MR. KELLAHIN: Yes, s i r . 

MR. STOGNER: T am somewhat 

concerned here, too, because i t alludes to your E x h i b i t 

Number A and I was led to b e l i e v e t h a t that was the set-up, 

also. Now, of course, the footages are c o r r e c t , everything 

i s c o r r e c t , except t h a t i t appears t o be closer to the south 

l i n e than what i t does i n a c t u a l i t y , i s t h a t c o r r e c t ? 

MR. KELLAHIN: I t i s cl o s e r t o 

the south l i n e of t h a t 80 acres than Mr. Foran's c o r r e c t 

d i s p l a y shows, but we beli e v e i t ' s s u f f i c i e n t t o provide 

noti c e because i n each instance i t c e r t a i n l y got Mr. 

G i l l e s p i e here and th a t ' s the only purpose of the n o t i c e i s 

to a t t r a c t a t t e n t i o n to the hearing. 

As t o those p a r t i e s to the 

south, t h a t e x h i b i t i s closer t o them than the act u a l w e l l 
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i t s e l f . I t was only 10 f e e t o f f the l i n e as displayed 

there. So i t ' s more standard as t o t h a t . 

As t o Mr. G i l l e s p i e , obviously 

there i s a d i f f e r e n c e but ho was here a t both hearings and 

we would contend t h a t the n o t i c e has been s u f f i c i e n t to 

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

MR. BRUCE: T h^te t o agree 

wi t h Mr. K e l l a h i n but J t h i n k we have t o here, 

MR. STOGNER: I,P>t • s see, I have 

no f u r t h e r questions of t h i s witness. Mr. K e l l a h i n , Mr. 

Bruce, do you have any f u r t h e r questions? 

MR. KELLAHIN: No., s i r . 

MR. BRUCE: No, s i r . 

MR. STOGNER: The witness may 

be excused. 

Mr. Kellahin? 

MR. KELLAHIN: Nay the record 

r e f l e c t , Mr. Examiner, t h a t Mr. Games has p r e v i o u s l y 

q u a l i f i e d as an expert petroleum engineer? 

MR. STOGNER: The record w i l l 

so r e f l e c t . 

LES M. CARNES, 

beino c a l l e d as a witness and having been p r e v i o u s l y sworn 

and remaining under oath, t e s t i f i e d as f o l l o w s , t o - w i t : 
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DIRECT EXAMINATION 

3Y MR. KELLAHIN: 

O Mr. Carries, l e t me d i r e c t your a t t e n t i o n 

now to E x h i b i t s Fourteen and F i f t e e n and ask you, s i r , 

whether or not based upon your studies you have an op i n i o n 

as to a r i s k f a c t o r penalty t h a t you would recommend the Ex­

aminer adopt t o be applied t o any nonconsentines working i n ­

t e r e s t owner's share of the production from the well? 

A Yes, I do. I believe t h a t i t should be 

the 200 percent at l e a s t , p r o f i t a f t e r pavout of the cost of 

the we 11. 

Q Let me have you take a moment and give us 

the reasons why you've reached t h a t o p i n i o n . 

A Okay, as Mr. Foran mentioned, t h i s i s an 

ex p l o r a t o r y w e l l , at l e a s t f o r the Morrow at 12,300 and the 

Strawn at 11,600 f e e t . 

We be l i e v e we're on the edge, southeast 

edge of the Wolfcamp accumulation t h a t ' s been productive 

very nearby, but the performance of w e l l s i n d i c a t e s t h a t i t 

would not be economical to d r i l l , l e t alone — I mean even 

recompletion, probably, i f we encountered a t h i n Morrow sec­

t i o n would be hard to j u s t i f y because of the production; so 

t h e r e f o r there — i t ' s very r i s k y ; you've got — you have 

mechanical r i s k as w e l l as ge o l o g i c a l r i s k her^, There have 
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been no other Strawn or Morrow penetrations i n t h i s s e c t i o n 

or, to my knowledge, w i t h i n 1-1/2 t o 2 miles of t h i s loca­

t i o n . 

Q Let ne d i r e c t your a t t e n t i o n to E x h i b i t 

Number Fourteen and ask you to i d e n t i f y that e x h i b i t . 

A E x h i b i t Fourteen i s a l o c a t i o n and pro­

duction map and i t shows i n a coded manner the Wolfcamp and 

Strawn producers. The Strawn producers are dark c i r c l e s on 

t h a t map and, as you w i l l note, they e x i s t only i n Section 

13 . 

The Wolfcamp i s a l i g h t e r shade and i t 

shows several Wolfcamp producers i n both Sections 7 and 6 as 

the c losest Wolfcamp production t o our proposed l o c a t i o n . 

Also on t h i s p l a t the production code r e ­

f l e c t s only the Strawn production and behavior i n Section 

13 . 

Q When we look a t the Strawn i n Section 13, 

what Strawn Pool i s th a t ? 

A That's the North Shoe Bar Strawn Pool and 

i t i s on 80-acre spacing. 

0 While the proposed w e l l i s more than a 

mile from the Strawn Shoe Bar Pool, i f t h i s i s t y p i c a l of 

the Strawn production i n t h i s area, would i f bw your opini o n 

t h a t t h i s pool w i l l have t o be spaced on SO acres? 

A Let me discuss t h a t i n a l i t t l e more de-
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t a i \ , i t may help answer Mr. Bruce*s question e a r l i e r of Mr. 

Foran about 40 versus 80-acre spacing. 

I f you ' re no t i n a d esiqna te< 1 area w i t h 

c i e l d or pool r u l e s , then the statewide spacing f o r o i l o i l ! 

be 4 0 acres; however, when you — i f you — i f we d r i l l and 

complete t h i s i n a commercial Strawn o i l w e l l , i t w i l l be a 

discovery, and i t ' s my understanding then at such time as I t 

••'lay oo a p p r o p r i a t e , we would f i l e f o r spacing a l l the way up 

to 150 acres i f we thought t h a t would be the proper spacing 

f o r the Strawn. 

At t h i s time I do believe t h a t i f we made 

a discovery, the 80 acres would be more appropriate, under a 

new pool r u l e s . 

C N o t i f i c a t i o n of the p o t e n t i a l f o r an 80-

icre spacing Cor t h i s w e l l among those p a r t i e s being pooled 

— w e l l , l e t me s t a r t over. 

N o t i f y i n g those p a r t i e s of the p o t e n t i a l 

l o r an 30-acre spacing, those p a r t i e s involved i n the forced 

pooling of the p o t e n t i a l f o r an 80-acre spacing, i n your 

opinion would th a t be a prudent gesture to a l e r t them to 

th a t p o s s i b i l i t y ? 

A Yes, I t h i n k i t would. 

Q Let's t a l k about the actim] l o c a t i o n . 

The Strawn i s the primary o b j e c t i v e . 



1 C 1 1 s proposed l o c a t i o n i$, shown i n S'-;o--

2 -.ion as- the white open c i r c l e ? 

3 A Yes, i t i s . 

4 k A l l r i g h t , how was t h a t picked? 

5 h P r i m a r i l y based on the seismic data i h r 1 

6 — that Nr.. Foran mentioned was a v a i l a b l e and discussions 

7 w i t h Sun i n order to j o i n t l y agree upon a l o c a t i o n . I t ' s 

8 p r i m a r i l y at the i n t e r s e c t i o n of those two seismic l i n e s 

9 v .i th the s o l i d i n d i c a t i n g the good seismic r e f l e c t i o n anom-

10 a l y and the dashed l i n e the f a i r . 

11 U Are there any other Strawn w e l l s i n Sec-

12 •-icn 5? 

13 A Ko, s i r , not t o my knowledge. 

14 f I n your opinion does t h i s represent the 

15 optimum l o c a t i o n from which to t e s t the Strawn as the f i r s t 

16 vn-13 i n t h i s section? 

17 A Yes, I bel i e v e t h a t i t does. 

18 r. Let's t u r n now t o E x h i b i t Number F i f t e e n , 

19 J-'r. Carries and have you i d e n t i f y and describe t h a t e x h i b i t . 

20 A E x h i b i t F i f t e e n i s a s t r u c t u r e map drawn 

21 on * op of the Strawn E Zone w i t h contour i n t e r v a l s of fC 

22 .'•--at . i t shows the behavior of the s t r u c t u r e on top of IV-

23 Cl r;-w-., p r i o r i l y dipping to the east about ?C0 fee t p<*r 

24 i. 1 - . 

25 If. a 1 ?o shows some co l o r codes under f i r 
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1 egend w i t h l i t t l e t r i a n g l e s showing the recovery of gas, 

o i l , or water, w i t h the gas heing i n rod, the o i l , green, 

ood water, i n blue. 

And t h a t mainly applies to t h a t Stioum 

yoo1 to the southwest of our proposed l o c a t i o n , which i s the 

Shoe Bar Strawn North Pool t h a t we've already mentioned, and 

in d i c a t e s where by d r i l l stem t e s t there's been o i l and 

water recovered from the Strawn p e n e t r a t i o n s . 

Q Insofar as the Morrow i s concerned, i s 

there any engineering or geologic evidence a v a i l a b l e t h a t 

would a 1low you t o make i n t e r p r e t a t i o n s about the Morrow? 

A There i s not. The nearest Morrow produc­

t i o n is o f f of our map due west of Section 13, down to the 

southwest corner of the p l a t , i n Section 14, which i s ob­

vious . I t ' s due west of Section 13 there i n 16 South, 35 

East, and you cannot c o r r e l a t e — t h a t ' s 3-1/2, I b e l i e v e , 

miles southwest of our proposed l o c a t i o n . 

Q Insofar as the r i s k i s involved of nny of 

the zone:; t o be penetrated, do you have an opinio n as to 

whether or not t h a t r i s k f a c t o r penalty should be less than 

20fi percent? 

A I do not be l i e v e i t should be le s s . I f 

anything, I would say greater than ?00 percent. 

0 Were E x h i b i t s Fourteen and f i f t e e n com­

p i l e d under your d i r e c t i o n and supervision? 
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A Yos, 'bey were. 

o To the best of your knowledge i r the 

in f o r m a t i o n depicted on those d i s p l a y s true and accurate? 

h Yet, i t i s . 

MR. KELLAHIN: "o move t h r 

i n i r o u i i c t i o n of E x h i b i t s Fourteen and F i f t e e n . 

HE. STOGMEE: Are there any 

objections? 

E x h i b i t s Fourteen and Fi fteen 

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

Hr. Bruce, your witness. 

CROPS EXAMINATION 

.-,Y EE. EEECE: 

v.- I only have a few questions, Mr. Carnos. 

Looking a t , I guess i t doesn't matter 

e i t h e r one, near the proposed l o c a t i o n , what are the s o l i d 

„nn dashed l i n e s i n d i c a t i n g ? 

A The s o l i d l i n e i n d i c a t e s a good Strawn E 

oank r e f l e c t i o n anomaly, as defined and as i n t e r p r e t e d by 

our g e o p n y s i c i s t . 

Q That's o f f of your seismic t e s t . 

A Yes, i t i s , uh-liuh, w h i l e the clashed 1 ino 

i s only f s i r , which means the s o l i d l i n e s would ba a stronge 

r e f l e e t i o n . 



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 

g I s there any c o r r e l a t i o n between the 

seismic on the Strawn and the underlying Morrow formation? 

A Mot to our knowledge as f a r as the sei=. -

uiic data. 

The s t r u c t u r a l r e l a t i o n s h i p may be s i m i ­

l a r . 

0 So i f the s t r u c t u r a l r e l a t i o n s h i p i s niu,-

i l a r , i t would i n d i c a t e t h a t the best Morrow l o c a t i o n would 

also be somewhere i n Lots 11 through 14. 

A Yes, th a t ' s r i g h t . Let's see what those 

l o t s — r i g h t . I probably --

Q I f Foran O i l Company su c c e s s f u l l y com­

pletes a w e l l i n e i t h e r the Strawn or the Morrow formation, 

f o r lack of any b e t t e r measure, would you assume t h a t d r a i n ­

age would be — t h a t drainage would be r a d i a l ? 

A That would be the beet assumption we 

could make a t the out.set. 

0 Thank you, Mr. Carries. 

MR. STOGNER: Are there any 

other questions of Mr. Carries? 

MR. KELLAHIN: No, s i r . 

MR. STOGNER: You may bo ex­

cused . 

Mr. Bruce, Mr. K e l l a h i n , do you 

have anyt 5'ing, does c i t h e r one of you have anything ^urther 
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l o : '• A .- cesel 

MP.. KELLAHIN: Mr. Exaoiner, 

r've marked as Exhibit Number Sixteen the approval for Mr. 

Foran from the Extraterritorial Zoning Commission. wo have 

found copies in the file and I'd like to submit that as ]?,:<•-

hi b i t Number Sixteen, 

ME. STOGNER: I f there i s no 

ob j e c t i o n / E x h i b i t Sixteen w i l l be admitted i n t o evidence at. 

oi i i s time. 

MR. KELLAHIN: We have nothing 

f u r t h e r , 

MR. STOGNER: Would you — do 

VAX wish to o f f e r any c l o s i n g statements a t t h i s time, -'r. 

t!CO? 

MR. BRUCE: Very b r i e f l y Lo 

c l a r i f y a couple of t h i n g s . 

HR. STOGNER: Okay, yoo nay 

proceed, * hen. 

ME. BRUCE: Charles G i l l o s p i e 

io. or o f f s e t operator to the proposed u n i t s of Foran oi ] 

Company. As such, he doesn't o b j e c t t o th. forced poo 1 ir.g 

proposed by Foran O i l Company and even though tho proposed 

'.'••-..•ll 1 •-.•cation i;- unorthodox f o r a l l throe proposed u n i t s , 

the only one I be l i e v e r e a l l y a f f e c t i n g him would be any 

3?0-aore gas w e l l u n i t s , which '"icy or could bo furmeii as,nor-
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inc- the w e l l i s completed i n the Morrow or the Atoka or 

other formations i n which the gas w e l l u n i t s would be 220 

acres. 

The evidence shews t h a t the l o ­

c a t i o n i s 9 54.5 f o o t from the north l i n e , or I should say 

from the north end of the proposed 320-acre u n i t . As such, 

i n order t o p r o t e c t my c l i e n t ' s i n t e r e s t s , I be l i e v e tha t 

there should be some type of penalty imposed upon Morrow 

production, i f t h a t i s obtained. 

I t h i n k t h i s can be done wi* h 

reference to some previous D i v i s i o n orders, f i r s t of a l l on 

too production. Recently the D i v i s i o n , i n Order WO. R-850C 

imposed a penalty based on footage from the unorthodox 

d i r e c t i o n ; i n other words, — 

MR. STOGNER: 8508? 

MR. BRUCE: 8508, yes, Case 

Ci 14 3. Using t h a t penalty f a c t o r method, you would d i v i d e 

•;34.5 feet i n t o 1980 f e e t , which would give you 

approximately a penalty of 50 percent on production. J 

recognize t h a t t h i s i s not a prorated f i e l d ; however, I 

would urge t h a t i n the case of Morrow production the penalty 

base be based upon a determination of d e l i v e r y ( s i c ) 

capacity. This has been set f o r t h i n several r u l e s , or 

several orders of the. D i v i s i o n , one of which i.s Order E~ 

7 r< r ? . 
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Thank you, Hr. Examiner. 

HE. STOGNER: Thank you, Er. 

Prune. 

Mr. Kellahin? 

m . KELLAHIN: Nr. Stogner, fho 

l;hKi;,.rO¥ about the Horrow i s simply a secondary problem oc­

casioned by the unusual size of the s e c t i o n . I t . i s not 

s t r e t c h i n g the p o i n t t o t e l l you t h a t we are a b s o l u t e l y as­

tonished by br. G i l l e s p i e ' s o p p o s i t i o n a t t h i s l a t e date and 

hi s request f o r a penalty f a c t o r . 

Our c l i e n t has t e s t i f i e d t h a i 

'.u' has had several contacts w i t h Mr. G i l l e s p i e and Mr. G i l ­

lespie has never opposed a l o c a t i o n of the w e l l , and i n fact 

has a'j reed to c o n t r i b u t e dry hole funds f o r the w e l l . 

My c l i e n t believes t h a t he ha:-, 

i n good f a i t h t r i e d t o arrange the spacing u n i t s i n a way 

t h a t minimises the p o t e n t i a l of damage t o Nr. G i l l e s p i e . I t 

would have been very easy to move the spacing u n i t a l l the 

way up t o the northwest quarter and simply pool Nr. G i l Los-

pie and t h a t ' s some t h i n g he d i d n ' t want, and we chose net 

re do t h a t . 

I t ' s p o s s i b l e , a l s o , to o r i e n t 

••".his spacing u n i t by simply l a y i n g i t down and then the un­

orthodox l o c a t i o n bocor os a standard l o c a t i o n . I guess t h a t 

oo>..; e be done but Nr. Foran t e s t i f i e d to you i t ' s c o o p l i -
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catt'-'U. He's already got 80 leases involved i n t h i s . 

Mr. G i l l e s p i e ' s p o s i t i o n w i t h a 

penalty i s going to r e s u l t i n ray c l i e n t not d r i l l i n g to the 

Morrow, we'll, j u s t stop a t the Strawn and what t h a t ' s going 

uo happen i s t h a t no one has the b e n e f i t of r e a l i z i n g what 

happens the e x t r a 600 f e e t below t h i s w e l l . Mr, G i l l e s p i e 

then can d r i l l the Morrow i f he wants. The p o i n t i s , of tb<-

exercioe, i s we're c r e a t i n g a p o t e n t i a l f o r waste. Hero's 

or: o p p o r t u n i t y on a v o l u n t a r y basis t o spend funds to d r i l l 

and t e s t the Morrow, which leaves Nr. G i l l e s p i e -with the ad­

vantage of o f f s e t t i n g i t and having a 320-acre u n i t . 

I would assure you i f there's a 

penalty imposed upon t h i s l o c a t i o n , undertanding that v/e be­

l i e v e t h a t Mr. G i l l e s p i e had approved t h i s l o c a t i o n w i t h o u t 

ooj e c t ion, then v/e ' 11 simply not d r i l l i t t h a t f a r and v/e ' 11 

l o t the horrow go unexplored t o everyone's detriment. We 

simply cannot a f f o r d the r i s k of a 50 percent penalty i s 

t h i s instance. We t h i n k the f a c t s are unique and don't ^us-

t i f y tha t type of pe na1ty. 

Thank you. 

HR. STOGNER: Thank you, Mr. 

Ke11 ah i n . 

Does anybody else have anything 

Further i n t h i s case? 

I f not, t h i s sane v i i i bo taken 

under advisement. The hearing i s adjourned. 

(Hearing concluded.) 
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