
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

2 4 

25 

1 

STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

Case No. 10267 

IN THE MATTER OF CASE NUMBER 10267 ) 
APPLICATION OF PACIFIC ENTERPRISES ) 
OIL COMPANY (U.S.A.) FOR COMPULSORY ) 
POOLING, LEA COUNTY, NEW MEXICO. ) 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 
EXAMINER HEARING 

BEFORE: JIM MORROW, HEARING EXAMINER 

T h u r s d a y , A p r i l 18, 1991 
8:15 a.m. 

Santa Fe, New Mexico 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e 

t h e O i l C o n s e r v a t i o n D i v i s i o n on A p r i l 18, 1991, a t 

a h e a r i n g b e g i n n i n g a t 8:15 a.m., a t Morgan H a l l , 

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

Santa Fe, New M e x i c o , b e f o r e : G a i l D. V i n s o n , CCR, 

C e r t i f i e d C o u r t R e p o r t e r Number 297, f o r t h e S t a t e 

o f New M e x i c o . 

FOR: OIL CONSERVATION BY: GAIL D. VINSON, CCR 
DIVISION C e r t i f i e d C o u r t R e p o r t e r 

CCR No. 297 
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I N D E X 

A p r i l 18, 1991 
Examiner H e a r i n g 
Case No. 10267 PAGE 

APPEARANCES 3 

WITNESSES: 

M. CRAIG CLARK 

E x a m i n a t i o n by Mr. Pearce 5 

JAMES L. BREZINA 

E x a m i n a t i o n by Mr. Pearce 13 

R e p o r t e r ' s C e r t i f i c a t e 33 

E X H I B I T S 

Page 

E x h i b i t s 1 t h r o u g h 5 29 

HUNNICUTT REPORTING 
GAIL D. VINSON, CCR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

1 6 

17 

18 

19 

20 

2 1 

22 

23 

3 

A P P E A R A N C E S 

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

FOR SANTA FE 
ENERGY: 

HINKLE, COX, EATON, COFFlELD 
& HENSLEY 

A t t o r n e y s a t Law 
BY: JOHN KULSETH, ESQ. 
500 M a r q u e t t e , N.W. 
S u i t e 800 
A l b u q u e r q u e , New Mexico 87102 

FOR ENRON CAMPBELL & BLACK, P.A. 
A t t o r n e y s a t Law 
BY: WILLIAM F. CARR, ESQ. 
110 N. Guadalupe, S u i t e 1 
P.O. Box 2208 
Santa Fe, New Mexico 87504 

FOR PACIFIC: 
ENTERPRISES 

MONTGOMERY & ANDREWS, P.A. 
A t t o r n e y s a t Law 
BY: W. PERRY PEARCE, ESQ. 
325 Paseo de P e r a l t a 
Santa Fe, New Mexico 
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MR. STOVALL: A p p l i c a t i o n o f P a c i f i c 

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

Lea County, New M e x i c o . 

EXAMINER MORROW: Appearances? 

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

I am W. P e r r y Pearce o f t h e Santa Fe o f f i c e o f t h e 

law f i r m o f Montgomery & Andrews, a p p e a r i n g i n t h i s 

m a t t e r on b e h a l f o f P a c i f i c E n t e r p r i s e s O i l Company 

U.S.A. I have two w i t n e s s e s who need t o be sworn. 

EXAMINER MORROW: The y ' r e a l r e a d y 

s t a n d i n g t o be sworn. 

MR. PEARCE: They a r e and t h e r e ' s a --

MR. STOVALL: We have g o t more 

appearanc e s. 

MR. KULSETH: I'm John K u l s e t h w i t h t h e 

H i n k l e Law F i r m r e p r e s e n t i n g Santa Fe Energy 

O p e r a t i n g P a r t n e r s . We have no w i t n e s s e s . 

EXAMINER MORROW: A l l r i g h t . Thank you. 

MR. STOVALL: Mr. C a r r , a r e you e n t e r i n g 

an a p p e a r a n c e i n t h i s ? 

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

had p r e v i o u s l y f i l e d a w r i t t e n o p i n i o n -- a w r i t t e n 

a p p e a r a n c e . I ' l l g i v e you my o p i n i o n s -- a w r i t t e n 

a p p e a r a n c e i n t h i s case f o r Enron O i l and Gas. A t 

t h i s p o i n t i n t i m e we do n o t i n t e n d t o p a r t i c i p a t e 
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i n t h i s p r o c e e d i n g . 

(Mr. S t o v a l l t h e r e u p o n swore t h e 

w i t n e s s e s . ) 

MR. PEARCE: Thank y o u , s i r 

M. CRAIG CLARK, 

was c a l l e d as a w i t n e s s and, h a v i n g f i r s t been d u l y 

sworn, was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION: 

BY MR. PEARCE: 

Q. Would you p l e a s e t a k e a s e a t and g i v e us 

y o u r name and p l a c e o f r e s i d e n c e ? 

A. My name i s C r a i g C l a r k . I l i v e i n 

M i d l a n d , Texas. 

Q. W i t h r e g a r d t o t h e p r o c e e d i n g f i l e d by 

P a c i f i c E n t e r p r i s e s t o d a y a r e you r e t a i n e d by 

P a c i f i c ? 

A. Yes, I am. 

Q. And i n what c a p a c i t y ? 

A. P e t r o l e u m landman. 

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

D i v i s i o n o r one o f i t s e x a m i n e r s and had y o u r 

q u a l i f i c a t i o n s as an e x p e r t i n t h e f i e l d o f 

p e t r o l e u m l a n d m a t t e r s a c c e p t e d and made a m a t t e r o f 

r e c o r d ? 
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A. Yes, I have. 

Q. And a r e you f a m i l i a r w i t h t h i s 

a p p l i c a t i o n ? 

A. Yes, I am. 

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

w o u l d ask t h e r e c o g n i t i o n o f Mr. C l a r k as an e x p e r t 

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

EXAMINER MORROW: We a c c e p t h i s 

q u a l i f i c a t i o n s . 

Q. Mr. C l a r k , a t t h i s t i m e I w o u l d ask you, 

p l e a s e , t o l o o k a t what we've marked as E x h i b i t 

Number 1 t o t h i s p r o c e e d i n g . C o u l d you h i g h l i g h t 

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

t h i s p r o c e e d i n g ? 

A. T h i s i s t h e l a n d o w n e r s h i p , more 

p a r t i c u l a r l y i n S e c t i o n 4 has t h e i n d i v i d u a l 

l e a s e h o l d o w n e r s h i p . T h i s i s -- t h e s e a r e f e d e r a l 

t r a c t s . 

Q. L e t ' s t a k e a b r e a k . We're a d d r e s s i n g 

o u r a t t e n t i o n t o S e c t i o n 4, a p p r o x i m a t e l y i n t h e 

m i d d l e o f t h e s e c t i o n shown, t h a t has t h e w o r k i n g 

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

A. That i s c o r r e c t . 

Q. A l l r i g h t . 

A. T h i s s e c t i o n i s o u t l i n e d w i t h t h e hash 
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marks — 

Q. Thank y o u . 

A. The i n s i d e shows t h e l e a s e h o l d o w n e r s h i p 

and t h e n o f f t o t h e l e f t , i n S e c t i o n 5, i t has an 

a r r o w p o i n t i n g o v e r — i s t h e w o r k i n g i n t e r e s t 

o w n e r s h i p based on a 640 a c r e u n i t . 

Q. A l l r i g h t , s i r . Over t h e c o u r s e o f t i m e 

has P a c i f i c E n t e r p r i s e a t t e m p t e d t o g e t v o l u n t a r y 

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

S e c t i o n 4 ? 

A. Yes, we have. 

Q. And I ' d ask you t o d i r e c t y o u r a t t e n t i o n 

t o what we've marked as E x h i b i t Number 2 t o t h i s 

p r o c e e d i n g . And v e r y b r i e f l y w o u l d you go t h r o u g h 

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

e f f o r t s t o g e t c o o p e r a t i o n ? 

A. The f i r s t page h e r e i s a l e t t e r t h a t we 

-- P a c i f i c w r o t e back i n September t o Enron 

r e q u e s t i n g a f a r m o u t o f t h e i r l e a s e h o l d a c r e a g e i n 

t h i s a r e a . They owned — t h e y were -- P a c i f i c was a 

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

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

q u a r t e r . 

Q. The second l e t t e r i n --

A. The second l e t t e r i s d a t e d O c t o b e r 1 s t 
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t o Exxon. And i t was a l s o a f a r m o u t r e q u e s t . 

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

t h e n o r t h w e s t q u a r t e r o f S e c t i o n 4. 

The l e t t e r d a t e d December 3 1 s t was a 

p r o p o s a l o f a -- some t y p e o f w o r k i n g i n t e r e s t 

u n i t . We have a c r e a g e t o t h e s o u t h and we had t r i e d 

t h a t p r o p o s a l , t r y i n g t o g e t t h e p e o p l e -- v a r i o u s 

p a r t i e s t o see i f t h e y w o u l d want t o j o i n i n a 

b i g g e r t h i n g i n s t e a d o f j u s t t h i s one s e c t i o n , 

w o r k i n g i n t e r e s t u n i t . 

Q. And t o whom was t h e l e t t e r o f 

December 3 1 , 1990, s e n t ? 

A. T h i s l e t t e r was s e n t t o a l l t h e w o r k i n g 

i n t e r e s t owners i n S e c t i o n 4. 

Q. A l l r i g h t s i r . There a r e , I b e l i e v e , 

f o u r o f t h o s e l e t t e r s . The n e x t l e t t e r a p pears t o 

be a d d r e s s e d F e b r u a r y 22, 1991. Would you d e s c r i b e 

t h a t ? 

A. The l e t t e r e d i n F e b r u a r y was a p r o p o s a l 

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

S e c t i o n 4, t h a t a c t u a l l y p r o p o s e d t h e d r i l l i n g o f 

t h e A n t e l o p e Ridge w e l l . I t ' s a 15,000 f o o t 

D e v o n i a n t e s t . And t h e s p a c i n g was 640 a c r e s and 

i t had t h e AFE a t t a c h e d t o i t . And t h a t was, a g a i n , 

s e n t t o a l l t h e w o r k i n g i n t e r e s t owners i n t h i s 
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s e c t i o n . 

Q. A l l r i g h t , s i r . Then a t t h e end o f 

E x h i b i t Number 2 t h e r e a r e l e t t e r s r e t u r n e d by some 

of t h e s e companies t o P a c i f i c E n t e r p r i s e s ; c o u l d you 

d e s c r i b e t h o s e t o us, p l e a s e ? 

A. The f i r s t l e t t e r i s f r o m Exxon where 

t h e y have d e c l i n e d t o f a r m o u t t h e i r i n t e r e s t s . We 

had no r e s p o n s e f r o m Exxon. On our l e t t e r -- t h i s 

was f r o m t h e O c t o b e r 1 s t l e t t e r , where t h e y d e c l i n e d 

t o f a r m o u t . We had no r e s p o n s e f r o m Exxon on t h e 

December 3 1 s t o r F e b r u a r y 22nd l e t t e r . 

Q. Okay. 

A. The second l e t t e r i s f r o m Santa Fe t o 

P a c i f i c . 

EXAMINER MORROW: Excuse me, j u s t a 

m i n u t e . Where a r e t h e l e t t e r s ? I'm n o t --

MR. PEARCE: A t t h e v e r y back -- t h e 

back t h r e e pages o f E x h i b i t Number 2, Mr. Examiner, 

a r e t h e — I a p o l o g i z e . 

EXAMINER MORROW: A l l r i g h t . 

A. The second l e t t e r i s f r o m Santa Fe when 

we -- i t was i n r e s p o n s e t o o u r December 3 1 s t 

l e t t e r , and t h e y had i n d i c a t e d a t t h a t p o i n t t h a t 

t h e y were p r o b a b l y g o i n g t o be f a r m i n g o u t and a t 

such t i m e as we p r o p o s e d t h e w e l l , t h e y w o u l d be 
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maki n g t h a t r e c o m m e n d a t i o n . 

And t h e n t h e r e ' s a n o t h e r l e t t e r f r o m 

Santa Fe where we had p r o p o s e d t h e w e l l and t h e y --

t h e y i n d i c a t e d t h a t t h e y w o u l d f a r m o u t o r j o i n i n 

t h e d r i l l i n g o f t h e w e l l . They j u s t w a n ted t o l o o k 

a t o u r d a t a and f r o m -- t h a t i s a l l t h e 

c o r r e s p o n d e n c e we've had f r o m any o f t h e o t h e r 

p a r t i e s . 

Q. A t t h i s t i m e , t h e c u r r e n t s t a t u s i s t h a t 

we do n o t have f i r m agreement w i t h any o f t h e s e 

p a r t i e s , b u t we e x p e c t a t l e a s t t o e n t e r i n t o an 

agreement w i t h Santa Fe; i s t h a t c o r r e c t ? 

A. That i s c o r r e c t . Enron has made an 

o f f e r t o s e l l t h e i r i n t e r e s t i n t h i s . We a r e 

c u r r e n t l y e v a l u a t i n g t h a t . However, i t was j u s t a 

v e r b a l o f f e r and we have had no agreement on t h a t 

y e t . 

Santa Fe, as I s a i d , t h e y had i n d i c a t e d 

t h a t t h e y w i l l j o i n o r f a r m o u t . However, t h e r e 

have been no f o r m a l c o n t r a c t s e n t e r e d i n t o as o f 

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

t o g e t o u r g e o l o g i s t s t o g e t h e r so t h a t we can r e v i e w 

t h e d a t a . Exxon we've had no r e s p o n s e a t a l l and 

Amaco we've had no r e s p o n s e a t a l l . 

Q. A l l r i g h t . W i t h r e g a r d t o t h e 
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a p p l i c a t i o n b e i n g c o n s i d e r e d t h i s m o r n i n g , P a c i f i c 

E n t e r p r i s e s O i l Company seeks t o be made t h e 

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

A. T h a t i s c o r r e c t . 

Q. And have you c o n d u c t e d a s t u d y t o 

d e t e r m i n e r e a s o n a b l e a d m i n i s t r a t i v e and o v e r h e a d 

r e i m b u r s e m e n t r a t e s d u r i n g t h e d r i l l i n g and 

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

A . I have. 

Q. And what do you b e l i e v e t h o s e r e a s o n a b l e 

r a t e s t o be? 

A. S i x t h o u s a n d d o l l a r s f o r a d r i l l i n g w e l l 

and $600 f o r a p r o d u c i n g w e l l . 

Q. And do you b e l i e v e t h a t t h e d r i l l i n g 

r a t e s o f $6,000 and $600, r e s p e c t i v e l y , d u r i n g 

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

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

g e n e r a l v i c i n i t y ? 

A. Yes, I do. 

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

t h a t you'd l i k e t o h i g h l i g h t f o r t h e Examiner t h i s 

m o r n i n g ? 

A. No, s i r . 

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

t h i s w i t n e s s , Mr. Examiner. 
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EXAMINER MORROW: The o v e r h e a d r a t e s , do 

t h o s e c o n f o r m t o t h e 1990 E r n s t Young s u r v e y ? 

THE WITNESS: W e l l , I do n o t have t h e 

1990 f i g u r e s . They were t a k e n f r o m t h e 1989 

f i g u r e s . 

However, w e l l s we have d r i l l e d i n t h i s 

a r e a , we have -- w e l l s t h a t we have n o t o p e r a t e d , 

t h a t we've been p a r t i c i p a t e d i n , t o a d e p t h o f --

e s p e c i a l l y a t 15,000 f o o t D e v o n i a n t e s t s , t h e y have 

been i n t h i s g e n e r a l v i c i n i t y . Most o f t h e w e l l s we 

have d r i l l e d i n t h i s a r e a have been Morrow t e s t s 

t h a t a r e 13,000 f o o t t e s t s , and we a r e s t i l l p a y i n g 

t h a t t y p e o f o v e r h e a d r a t e s . 

EXAMINER MORROW: Okay. Bob, do you 

have a n y t h i n g ? 

MR. STOVALL: A t t h i s t i m e y o u ' r e 

s e e k i n g t o f o r c e p o o l a l l f o u r o f t h e o t h e r p a r t i e s ; 

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

THE WITNESS: T h a t ' s c o r r e c t . 

EXAMINER MORROW: A l l r i g h t . You may 

be exc u s e d . Thank you. 

/// 

HUNNICUTT REPORTING 
GAIL D. VINSON, CCR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

13 

JAMES L. BREZINA 

was c a l l e d as a w i t n e s s and, h a v i n g been p r e v i o u s l y 

d u l y sworn, was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. PEARCE: 

Q. Thank you s i r . Would you p l e a s e s t a t e 

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

A. My name i s James L. B r e z i n a , and I l i v e 

i n M i d l a n d , Texas. 

Q. C o u l d you s p e l l y o u r l a s t name f o r t h e 

r e c o r d , p l e a s e ? 

A. B as i n boy -- B-R-E-Z-I-N-A. 

Q. Mr. B r e z i n a , have you p r e v i o u s l y 

a p p e a r e d b e f o r e t h e New Mexico O i l C o n s e r v a t i o n 

D i v i s i o n ? 

A. No, I h a v e n ' t . 

Q. C o u l d you p l e a s e r e l a t e f o r t h e Examiner 

and t h o s e i n a t t e n d a n c e y o u r e d u c a t i o n a l and work 

e x p e r i e n c e ? 

A. I g r a d u a t e d w i t h a B a c h e l o r o f S c i e n c e 

Degree f r o m t h e U n i v e r s i t y o f Texas a t A r l i n g t o n i n 

1971. I o b t a i n e d a M a s t e r o f S c i e n c e d e g r e e i n 

g e o l o g y f r o m t h e U n i v e r s i t y o f Texas a t A r l i n g t o n i n 

1974 . 
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I moved t o M i d l a n d , Texas, i n 1974, 

s t a r t e d w o r k i n g w i t h S h a p i r o O i l Company, worked 

w i t h v a r i o u s o t h e r companies, and -- do you need me 

t o name t h e companies? Jake L. Hammond, and C l a y t o n 

W i l l i a m s , W i s o r O i l Company, a l l l o c a t e d i n M i d l a n d , 

Texas . 

Q. And Mr. B r e z i n a , a r e you f a m i l i a r w i t h 

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

A. Yes, I am. 

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

I w o u l d ask t h a t Mr. B r e z i n a be r e c o g n i z e d as an 

e x p e r t i n t h e f i e l d o f p e t r o l e u m g e o l o g y . 

EXAMINER MORROW: Your BS degre e f r o m 

UTA, was t h a t i n g e o l o g y ? 

A. Yes, i t was i n g e o l o g y . 

EXAMINER MORROW: We a c c e p t Mr. 

B r e z i n a ' s q u a l i f i c a t i o n s . 

MR. PEARCE: Thank y o u . 

Q. Mr. B r e z i n a , I w o u l d ask you t o d i r e c t 

y o u r a t t e n t i o n , p l e a s e , t o what we've marked as 

E x h i b i t Number 3 t o t h i s p r o c e e d i n g . And c o u l d you 

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

a t t e n d a n c e ? 

A. T h i s i s a s u b s u r f a c e map, mapped on t o p 

of t h e D e v o n i a n f o r m a t i o n and i n c o r p o r a t e d i n t h i s 
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was b o t h s u b s u r f a c e known D e v o n i a n p o i n t s and a l s o 

s e i s m i c d a t a . And as you i n d i c a t e d , t h e s e i s m i c 

d a t a a r e t h e l i t t l e dash -- d o t s , and t h e i r 

a p p r o x i m a t e b o d i e s f o r t h e t o p o f t h e D e v o n i a n . 

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

s o u t h e r n and w e s t e r n edge o f t h i s t h e r e a r e f o u r 

w e l l s s h o w i n g r e d w e l l s p o t s . What do t h o s e w e l l s 

r e f l e c t ? 

A. Those r e f l e c t a c t u a l o r -- e i t h e r 

p r e s e n t l y o r p a s t p r o d u c i n g D e v o n i a n w e l l s . 

Q. A l l r i g h t , s i r . And t h e w e l l t h a t 

P a c i f i c i s p r o p o s i n g t o d r i l l i n S e c t i o n 4 i s 

p r o p o s e d t o be d r i l l e d where i n t h a t s e c t i o n ? 

A. I n a n o r t h w e s t q u a r t e r a t a p p r o x i m a t e l y 

1980 f e e t f r o m t h e west l i n e , 1980 f e e t f r o m t h e 

n o r t h l i n e . 

Q. Okay. 

A. Excuse me, I t a k e t h a t back. I t ' s 1980 

f r o m t h e s o u t h and west n o t t h e n o r t h and w e s t . 

EXAMINER MORROW: There's n o t a s p o t on 

h e r e , i s t h e r e ? 

THE WITNESS: No. 

MR. PEARCE: I a p o l o g i z e , Mr. Examiner, 

t h e r e i s n o t . 

EXAMINER MORROW: South and w e s t . 
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MR. PEARCE: South and West, y e s , s i r . 

EXAMINER MORROW: -- o f S e c t i o n 4. 

THE WITNESS: R i g h t . 

EXAMINER MORROW: Okay. 

Q. (By Mr. P e a r c e ) A f t e r r e v i e w i n g t h e 

i n f o r m a t i o n t h a t you've d e s c r i b e d f o r us, you've 

c o n s t r u c t e d a s t r u c t u r e map. C o u l d you h i g h l i g h t 

t h e i t e m s o f i n t e r e s t t o us on t h i s map? 

A. B a s i c a l l y i t ' s a -- n o t i c e t h a t t h e r e d 

d o t s where you have t h e sub-C p o i n t s on t h e Devonian 

and, a g a i n , t h e r e ' s a n o t h e r sub-C p o i n t , 

S e c t i o n 22. And i t ' s a d r y h o l e i n t h e D e v o n i a n . 

And you see t h a t on t h e s o u t h e r n p a r t o f t h e map. 

S e c t i o n 22 we have a sub-C v a l u e o f 11254. 

W e l l , a l s o , i f you go n o r t h a b o u t s i x o r 

seven m i l e s i n S e c t i o n 23, t h e r e ' s a n o t h e r D e v o n i a n 

d r y h o l e even t h o u g h i t shows i t as a p r o d u c i n g gas 

w e l l . I t was d r y i n t h e Devonian and t h e y came 

back and p r o d u c e d i t o u t o f t h e -- I t h i n k t h e 

Morrow o r A t o k a s e c t i o n . And b a s i c a l l y t h a t i s t h e 

g e o l o g i c a l c o n t r o l f o r any sub-C p o i n t s f o r t h e 

De v o n i a n a r i s i n g . 

Q. Okay, d e s c r i b e f o r t h e r e c o r d , p l e a s e , 

what t h i s g e o l o g i c a l s t r u c t u r e l o o k s l i k e ? 

A. B a s i c a l l y , t h i s s t r u c t u r e i s i n f e r r e d 
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f r o m t h e s e i s m i c d a t a t h a t we p u r c h a s e d and a l s o 

s h o t i n t h e a r e a . We have no o t h e r c o n t r o l i n t h e 

a r e a t o s u b s t a n t i a t e t h i s s t r u c t u r e o t h e r t h a n 

s e i s m i c . 

Q. C o u l d you g i v e us some i n d i c a t i o n o f t h e 

q u a l i t y o f t h e d a t a you had a v a i l a b l e t o you? 

A. G e n e r a l l y s p e a k i n g , t h e d a t a was v e r y 

p o o r a r o u n d t h e n o r t h h a l f o f S e c t i o n 4, and t h a t i s 

based on t h e p r e s e n c e o f t h e C a p i t a n Reef. The 

C a p i t a n Reef, on t h e s u b s u r f a c e , comes a c r o s s 

S e c t i o n 4 and t h e r e i s some p o o r q u a l i t y d a t a 

a s s o c i a t e d w i t h t h i s p r o s p e c t due t o t h e 

i n t e r f e r e n c e o f t h e v e l o c i t y -- I mean t h e sound 

waves g o i n g t h r o u g h t h e C a p i t a n B r i d g e . 

Q. Mr. B r e z i n a , i n t h i s case we a r e s e e k i n g 

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

f a c t , we're s e e k i n g t h e p o o l i n g o f a c r e a g e f o r any 

p r o d u c t i o n t h a t we m i g h t e n c o u n t e r . L e t ' s l o o k a t 

some o f t h e t h o s e o t h e r zones b r i e f l y , i f we can. 

Co u l d you d e s c r i b e t h e A t o k a and Morrow 

p r o d u c t i o n i n t h i s area? 

MR. PEARCE: And, Mr. Examiner, w i t h 

r e g a r d t o t h e A t o k a and Morrow f o r m a t i o n s , t h e y 

w o u l d be spaced on 320 a c r e s . 

A. B a s i c a l l y t o t h e e a s t o f o u r p r o s p e c t o r 
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p r o p o s e d s i t e , a l o n g t h i s t r e n d , say s e c t i o n 2 and 

3, and g o i n g n o r t h and s o u t h f r o m t h a t , most o f t h a t 

p r o d u c t i o n i s o u t o f t h e A t o k a and some Morrow-

p r o d u c t i o n . 

Back t o t h e west o f us, e s p e c i a l l y l i k e 

i n S e c t i o n 8, t h e r e ' s a w e l l t h a t went down t o t h e 

Morrow — 

Q. S o r r y , l e t ' s s l o w down enough --

A. Okay. 

Q. -- t o f i n d t h a t w e l l . T h a t ' s t h e 

w e l l — 

A. -- i n S e c t i o n 8 --

Q. Showing s u b s u r f a c e 11300, e s t i m a t e d ? 

A. Yes. 

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

A. Th a t was p r o j e c t e d down f r o m t h e Morrow 

f o r m a t i o n . And t h a t i s a Morrow w e l l t h a t made 

a p p r o x i m a t e l y 20 m i l l i o n c u b i c f e e t o f gas and has 

been abandoned. I f we go a c r o s s and j u s t t a l k a b o u t 

some o f t h e -- do you want t o t a l k a b o u t some o f t h e 

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

Q . P l e a s e . 

A. I f we go e a s t o f t h a t t o S e c t i o n 10, 

t h e r e ' s a w e l l i n t h e n o r t h w e s t q u a r t e r , i t ' s a 

Wolfcamp w e l l . I t ' s made a b o u t 2 m i l l i o n c u b i c f e e t 
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o f gas, t o t a l , and i t ' s a v e r y m a r g i n a l w e l l w i t h a 

r e c o m p l e t i o n . 

EXAMINER MORROW: I t made how much? 

THE WITNESS: About a c o u p l e m i l l i o n o u t 

o f t h e Wolfcamp. And i t was j u s t a r e c o m p l e t i o n 

f r o m a n o t h e r zone. I t was o r i g i n a l l y a d r y h o l e 

and t h e y r e c o m p l e t e d i t . 

A. Then i n S e c t i o n 10, i f you go t o t h e 

n o r t h w e s t o f t h e s o u t h e a s t q u a r t e r t h e r e ' s a l i t t l e 

C h e r r y Canyon w e l l and i t ' s one w e l l . And i t ' s 

made a p p r o x i m a t e l y 168,000 b a r r e l s - -

EXAMINER MORROW: What s e c t i o n was 

t h a t ? 

THE WITNESS: S e c t i o n 10. We're s t i l l i n 

t h e same s e c t i o n . 

Q. The n o r t h w e s t o f t h e s o u t h e a s t ? 

A. N o r t h w e s t o f t h e s o u t h e a s t . 

EXAMINER MORROW: How much d i d i t --

THE WITNESS: Made a b o u t 168,000 b a r r e l s 

o f o i l . I t ' s s t i l l p r o d u c i n g a b o u t 35 t o 35 b a r r e l s 

o f o i l a day. 

A. Back i n t h e s o u t h e a s t o f t h e s o u t h e a s t 

o f s e c t i o n 10 says an A t o k a w e l l . I t ' s made 

a p p r o x i m a t e l y 4.2 b i l l i o n c u b i c f e e t o f gas and i t ' s 

s t i l l c u r r e n t l y p r o d u c i n g . 
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EXAMINER MORROW: What was the bcf? 

A. 4.2 b i l l i o n c u bic f e e t of gas. 

T y p i c a l l y , Atoka out here w i l l make t h r e e t o f i v e 

b c f ; some w i l l make a l i t t l e more. 

I f we go, say, south i n S e c t i o n 15, which 

i s another w e l l , i t ' s the n o r t h e a s t q u a r t e r which i s 

-- would be the southwest of the n o r t h e a s t , t h e r e ' s 

an abandoned -- t h e r e ' s a Morrow w e l l . I t ' s a dual 

c o m p l e t i o n . The Morrow made 241 m i l l i o n . I t ' s been 

abandoned. C u r r e n t l y t h e r e i s a s t r o n g w e l l t h e r e , 

i t ' s made 6.9 b i l l i o n c u bic f e e t of gas. 

Q. Okay, w i t h r e g a r d t o those -- t o the 

Atoka and Morrow f o r m a t i o n s , do those w e l l s l e a d you 

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

w e l l i n S e c t i o n 4 w i l l encounter p r o d u c t i o n i n those 

zones? 

A. Yes. 

Q. And on t h a t b a s i s are you seeking the 

p o o l i n g of the west h a l f of S e c t i o n 4 f o r those 

f o r m a t i o n s ? 

A. Yes. 

Q. A l l r i g h t , s i r , l e t ' s l o ok now i f we can 

at Wolfcamp completions i n the v i c i n i t y . Could you 

d e s c r i b e those f o r us, please? 

A. B a s i c a l l y , you j u s t have one of them --
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Q. And where i s t h a t ? 

A. That i s i n t h e S e c t i o n 10, and i t ' s i n 

t h e n o r t h w e s t q u a r t e r , and t h a t ' s t h e one I 

m e n t i o n e d e a r l i e r made a — i t ' s m a k i n g l e s s t h a n 

2 mcf a day r i g h t now. I t ' s made a c o u p l e -- 2, 

2.5 m i l l i o n , t o t a l , c u m u l a t i v e gas. 

EXAMINER MORROW: I t ' s s t i l l p r o d u c i n g . 

THE WITNESS: Yes, THE l a s t r e c o r d s we 

had. 

Q. C h e r r y Canyon p r o d u c e r s i n t h e v i c i n i t y ? 

A. A g a i n , we m e n t i o n e d t h a t one i n 

S e c t i o n 10, w h i c h i s t h e n o r t h w e s t o f t h e s o u t h e a s t 

q u a r t e r , and t h a t ' s t h e one t h a t made a s i g n i f i c a n t 

amount o f o i l , 168,000 b a r r e l s . 

Q. And i s t h e r e any Bone S p r i n g c o m p l e t i o n 

i n t h e v i c i n i t y o f S e c t i o n 4? 

A. I n S e c t i o n 9 t h e r e ' s a Bone S p r i n g s 

w e l l . I t ' s been abandoned. And t h a t ' s i m m e d i a t e l y 

t o t h e west o f t h a t , and i t l o o k s l i k e i t ' s t h e 

n o r t h w e s t o f t h e s o u t h e a s t q u a r t e r . I t made 

a p p r o x i m a t e l y 3,000 t o 4,000 b a r r e l s o f o i l . 

EXAMINER MORROW: T e l l me a g a i n where 

t h a t one i s ? I'm s o r r y . 

THE WITNESS: S e c t i o n 9, i m m e d i a t e l y t o 

t h e w e s t , and i t ' s t h e n o r t h w e s t o f t h e s o u t h e a s t 
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q u a r t e r o f S e c t i o n 9. 

EXAMINER MORROW: You made how much? 

THE WITNESS: Three t o f o u r t h o u s a n d 

b a r r e l s . I d o n ' t know e x a c t l y . I can g e t t h a t 

f i g u r e f o r y o u , i f you need i t . 

EXAMINER MORROW: T h a t ' s a l l r i g h t . Go 

ahead. 

Q. (By Mr. P e a r c e ) Mr. B r e z i n a , we've 

d i s c u s s e d a number o f o t h e r p r o d u c i n g f o r m a t i o n s b u t 

am I c o r r e c t t h a t t h e p r i m a r y o b j e c t i v e o f t h e 

p r o p o s e d w e l l i n S e c t i o n 4 i s t h e Devonian? 

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

Q. And w i t h r e g a r d t o t h e D e v o n i a n , 

P a c i f i c E n t e r p r i s e s i s s e e k i n g 640 a c r e s p a c i n g ; i s 

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

A. Yes. 

Q. A l l r i g h t , s i r . A f t e r r e v i e w i n g t h e 

d a t a you had a v a i l a b l e t o y o u, do you have an 

o p i n i o n on t h e r i s k o f -- P a c i f i c E n t e r p r i s e s i s 

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

S e c t i o n 4. I s t h a t a h i g h r i s k v e n t u r e i n y o u r 

o p i n i o n ? 

A. I t i s v e r y h i g h r i s k , because you d o n ' t 

have enough w e l l c o n t r o l i n t h e a r e a . You're 

b a s i c a l l y s t r i c t l y on t h e s e i s m i c i n an a r e a where 
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you have p o o r s e i s m i c a r e a . And i f we had more 

g e o l o g i c a l c o n t r o l -- and I t h i n k t h a t ' s p r o b a b l y 

t h e o v e r r i d i n g f a c t o r o u t h e r e , we j u s t d o n ' t have 

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

Q. I s i t f a i r t o say, Mr. B r e z i n a , t h a t 

P a c i f i c s u r e hopes y o u ' r e r i g h t a b o u t t h i s ? 

A. Yes. 

Q. W i t h r e g a r d t o t h a t r i s k , i s P a c i f i c 

E n t e r p r i s e s e e k i n g t h e s t a t u t o r y maximum o f 200 

p e r c e n t r i s k p e n a l t y f o r p a r t i e s i n i n t e r e s t who do 

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

A. Yes. 

Q. L e t ' s t u r n now, p l e a s e , t o what we've 

marked as E x h i b i t Number 4. And I ' d ask you t o 

h i g h l i g h t t h e p e r t i n e n t d a t a r e f l e c t e d on t h a t 

e x h i b i t f o r us. 

MR. PEARCE: And, Mr. Examiner, I want 

t o go a l i t t l e s l o w l y . The l i n e o f c r o s s s e c t i o n s , 

a t l e a s t when I l o o k e d a t t h e s e e x h i b i t s , was n o t 

where I e x p e c t e d i t t o be. So l e t ' s l o o k a t 

E x h i b i t s Number 3 and 4 a t t h e same t i m e and l o c a t e 

t h e c r o s s s e c t i o n on E x h i b i t 3. 

Q. The w e l l t o t h e l e f t o f t h e c r o s s 

s e c t i o n ( i n d i c a t i n g ) . S h e l l O i l , A n t e l o p e R i d g e , 

t h i r t y - f o u r , one. Where i s t h a t w e l l ? 
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A. T h a t ' s b a s i c a l l y o f f t h e map. 

Q. J u s t below S e c t i o n 27. Then t h e second 

w e l l on t h e c r o s s s e c t i o n i s w h i c h w e l l on 

E x h i b i t 3? 

A. I t ' s t h e w e l l i n S e c t i o n 27 o u t l i n e d , 

and 

Q. W i t h t h e r e d s p o t ? 

A. W i t h t h e r e d s p o t . 

Q. A l l r i g h t , s i r . Then t h e t h i r d w e l l on 

t h e f o u r w e l l c r o s s s e c t i o n ? 

A. As you go n o r t h o f t h e w e l l i n 

S e c t i o n 27 t o -- t h e s e c t i o n i m m e d i a t e l y above t h a t , 

i n S e c t i o n 22, you have a d r y whole i n t h e s o u t h w e s t 

o f t h e n o r t h e a s t q u a r t e r . And you have a sub-C 

De v o n i a n p o i n t . 

Q. And t h a t i s t h e w e l l a n n o t a t e d S h e l l O i l 

Number 1, N o r t h A n t e l o p e Ridge u n i t ? 

A. That i s c o r r e c t . 

Q. A l l r i g h t , s i r . T h a t ' s t h e t h i r d w e l l 

on t h e c r o s s s e c t i o n . And where i s t h e f o u r t h w e l l 

on t h i s c r o s s s e c t i o n ? 

A. The f o u r t h w e l l i s t h e w e l l i n S e c t i o n 6 

o u t l i n e d i n r e d . 

Q. A l l r i g h t , s i r . You m e n t i o n e d d u r i n g 

y o u r t e s t i m o n y p r e v i o u s l y t h a t you d i d n o t have 
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n e a r l y as much w e l l c o n t r o l as you w o u l d l i k e . I t 

a p p e a r s , however, t h a t ' s a b o u t as c l o s e you c o u l d 

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

A. That i s c o r r e c t . 

Q. A l l r i g h t . And what c o n c l u s i o n s do you 

draw a f t e r c o n s t r u c t i n g and r e v i e w i n g t h e c r o s s 

s e c t i o n b e f o r e us? 

A. I f you l o o k , e s p e c i a l l y on t h e w e l l i n 

S e c t i o n 22, w h i c h i s a d r y h o l e , i t ' s t h e S h e l l O i l 

Company n o r t h -- Number 1 N o r t h A n t e l o p e R i d g e . 

When you g e t o f f t h i s s t r u c t u r a l p o s i t i o n o r 

s t r u c t u r e you r e c o v e r s a l t w a t e r . So what c o n t r o l s 

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

And i f you d o n ' t have t h i s c l o s u r e i n a l l 

d i r e c t i o n s o r some s o r t o f t r a p , you w i l l g e t s a l t 

w a t e r . Looks l i k e i t ' s p r e d o m i n a n t l y a w a t e r - d r i v e 

r e s e r v o i r . Or I s h o u l d say s u l p h a w a t e r , excuse 

me, n o t s a l t w a t e r . T h a t ' s s u l f u r w a t e r . 

Q. A l l r i g h t , s i r . L e t ' s — I want you 

now t o l o o k back a t what we've p r e v i o u s l y marked as 

E x h i b i t Number 2 t o t h i s p r o c e e d i n g , t h a t was 

d i s c u s s e d by Mr. C l a r k . 

MR. PEARCE: Mr. Exam i n e r , s e v e r a l pages 

i n t o t h a t E x h i b i t t h e r e i s a P a c i f i c E n t e r p r i s e s 

a u t h o r i t y f o r e x p e n d i t u r e , a l i t t l e more t h a n h a l f 
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way t h r o u g h t h a t document. 

Q. And I ' d ask you, Mr. B r e z i n a , t o l o o k a t 

t h e f i r s t page o f t h a t e x h i b i t . And what i s t h e 

e s t i m a t e d c o s t t o d r i l l and t e s t a w e l l i n S e c t i o n 4 

t o t h e D e v o n i a n f o r m a t i o n ? 

A. As i n d i c a t e d h e r e on t h e s h e e t , i t ' s 

$1,786 m i l l i o n . I'm n o t -- r o u n d e d o f f t o 

$1.8 m i l l i o n . 

Q. And t h e a d d i t i o n a l c o s t e x p e c t e d t o 

c o m p l e t e a w e l l i n t h e Devonian? 

A. $396,000, a p p r o x i m a t e l y . 

Q. And t h e r e f o r e you b e l i e v e t h a t t h e t o t a l 

c o s t o f a c o m p l e t e d D e v o n i a n p r o d u c e r i n S e c t i o n 4 

i s how much? 

A. A p p r o x i m a t e l y $2.2 m i l l i o n . 

Q. Okay. And t h e numbers r e f l e c t e d on 

t h a t f i r s t summary page a r e d e t a i l e d on t h e two 

f o l l o w i n g pages; i s t h a t c o r r e c t ? 

A. Yes. 

Q. And t h a t AFE i s an a t t a c h m e n t t o 

l e t t e r s s e n t t o o t h e r i n t e r e s t owners; i s t h a t 

c o r r e c t ? 

A. That w o u l d n o t be h a n d l e d by my 

d e p a r t m e n t , b u t I assume t h a t ' s c o r r e c t . I t ' s 

s t a t e d h e r e --
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Q. I t ' s a t t a c h e d t o t h e F e b r u a r y 22, 1991, 

l e t t e r . 

And do you b e l i e v e , Mr. B r e z i n a , t h a t t h e 

c o s t s r e f l e c t e d i n t h a t AFE a r e r e a s o n a b l e c o s t s f o r 

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

a r ea ? 

A. Yes, I do. 

Q. Mr. B r e z i n a , i n y o u r o p i n i o n w i l l t h e 

p o o l i n g o f t h i s a c r e a g e o f S e c t i o n 4, f o r t h e 

f o r m a t i o n s l i f t e d , and t h e d r i l l i n g o f a Devonian 

p r o d u c e r i n t h a t s e c t i o n , o p e r a t e t o p r e v e n t waste 

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

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

r e c o v e r e d ? 

A. Yes, I do. 

Q. And do you b e l i e v e t h a t t h e p o o l i n g o f 

t h i s a c r e a g e under t h e t e r m s p r o p o s e d a d e q u a t e l y 

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

owners i n S e c t i o n 4? 

A. Yes, I do . 

Q. Do you have a n y t h i n g e l s e you'd l i k e t o 

h i g h l i g h t f o r us, Mr. B r e z i n a ? 

A. The o n l y o t h e r t h i n g . I f you l o o k up 

he r e on t h i s AFE on Page 3 o f 3, and y o u ' l l n o t i c e 

on t h e t o p p a r t o f t h e AFE, we're t a l k i n g a b o u t o ur 
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c a s i n g p r o g r a m . And n o t i c e h e r e we g o t t o have 

11,700 f e e t o f 7 and 5/8 i n c h c a s i n g a t $21 a 

f o o t . 

T h a t ' s p r o b a b l y e x t r a o r d i n a r y c o s t 

i n v o l v e d i n t h i s AFE, because t y p i c a l l y o f a l l t h e 

w e l l s o u t h e r e , and e s p e c i a l l y back t o t h e e a s t , t h e 

A t o k a i s v e r y h i g h p r e s s u r e d . You have t o r u n t h i s 

seven i n c h o r seven and a h a l f i n c h l i n e r -- c a s i n g 

above i t , so you can mud up and so you have c o n t r o l 

o f t h e w e l l . 

And t h a t ' s p r o b a b l y t h e o n l y o r d i n a r y 

e x t r a c o s t i n t h i s AFE i s t h i s a d d i t i o n a l c a s i n g 

p r o g r a m . 

Q. And a l t h o u g h w i t h r e g a r d t o o t h e r 

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

c o s t , i t ' s y o u r u n d e r s t a n d i n g t h a t t h a t i s a c o s t 

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

t h i s d e p t h i n t h i s area? 

A. Yes, i t i s . 

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

A. The De v o n i a n a l s o p r o d u c e s H2S gas. I t ' s 

v e r y s o u r . And so y o u ' r e l o o k i n g , i f we're 

s u c c e s s f u l o u t h e r e t h a t we have t o e v e n t u a l l y maybe 

b u i l d a p l a n t t o t r e a t t h i s gas. You know, we have 

some r o u g h a p p r o x i m a t e f i g u r e s , b u t y o u ' r e l o o k i n g 
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a t a c o u p l e o f m i l l i o n d o l l a r s . The H^S o u t her e i s 

a d d i t i o n a l 8 p a r t s p e r m i l l i o n and i t ' s l e t h a l . 

Q. A n y t h i n g e l s e ? 

A . No, s i r . 

MR. PEARCE: Mr. Examin e r , I have 

n o t h i n g f u r t h e r o f t h e w i t n e s s a t t h i s t i m e . 

I w o u l d l i k e t o i n t r o d u c e f o r t h e r e c o r d 

what i s marked as E x h i b i t Number 5 t o t h i s 

p r o c e e d i n g , w h i c h i s an A f f i d a v i t o f S e r v i c e t o t h e 

o t h e r i n t e r e s t owners i n t h i s t r a c t p r e p a r e d by my 

o f f i c e . And I w o u l d move t h e a d m i s s i o n o f P a c i f i c 

E x h i b i t s 1 t h r o u g h 5. 

EXAMINER MORROW: E x h i b i t s 1 t h r o u g h 5 

ar e a d m i t t e d i n t o t h e r e c o r d 

( P a c i f i c E x h i b i t s 1 t h r o u g h 5 were 

a d m i t t e d i n t o t h e r e c o r d . ) 

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

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

EXAMINER MORROW: Are t h e r e any s t a t e o r 

f e d e r a l l a n d s i n v o l v e d h e r e , o r i s t h e r e --

THE WITNESS: I s t h i s i n S e c t i o n 4 

y o u ' r e t a l k i n g a b o u t ? 

EXAMINER MORROW: S e c t i o n 4. 

THE WITNESS: I t h i n k -- I'm n o t s u r e . 

I c o u l d ask C r a i g h e r e . I t h i n k i t ' s a l l f e d e r a l ; 
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i s t h a t c o r r e c t ? 

MR. CLARK: T h a t ' s c o r r e c t . 

THE WITNESS: A l l f e d e r a l . 

EXAMINER MORROW: A l l f e d e r a l . D i d you 

a t t h e same t i m e do any p a y - o u t c a l c u l a t i o n s on 

t h i s , o r i s t h i s j u s t an e x p l o r a t o r y w e l l ? 

THE WITNESS: The e n g i n e e r s m i g h t have 

done i t . I d i d n ' t do i t . I t was j u s t s t r i c t l y an 

e x p l o r a t o r y w e l l . 

EXAMINER MORROW: I f you g o t back t h r e e 

t o one on t h i s t h i n g i t w o u l d $6 m i l l i o n b e f o r e 

anybody e l s e g o t any money. How many b c f ' s o f gas 

wo u l d t h a t r e p r e s e n t . 

THE WITNESS: I t c o u l d be more t h a n 

t h a t . Are you i n c l u d i n g t h e p r i c e o f t h e gas p l a n t 

t o t r e a t t h e s o u r gas. T h a t ' s an e x t r a $2 m i l l i o n . 

T h a t wasn't even m e n t i o n e d i n t h e AFE. 

EXAMINER MORROW: So, i t ' s g o i n g t o be 

$2 m i l l i o n more, t h e n ? 

A. Yes, i f we're s u c c e s s f u l i n making a 

w e l l f o r t h e p r o j e c t base. 

MR. PEARCE: And I t h i n k t h a t " i f we're 

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

on b o a r d , Mr. Chairman. 

EXAMINER MORROW: What a b o u t t h a t o t h e r 
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$2 m i l l i o n , w o u l d i t be i n c l u d e d as p a r t o f a 

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

o p p o r t u n i t y t o p a r t i c i p a t e i n t h a t , i f you made a 

w e l l ? 

A. I'm s u r e t h e y ' l l work o u t s o m e t h i n g 

t h a t ' s f a i r and e q u i t a b l e , because y o u ' l l have o t h e r 

i n t e r e s t owners i n t h e r e , t o o . I d e a l l y , i t w o u l d be 

n i c e t o f o r m a f o u r s e c t i o n u n i t and e v e r y b o d y j o i n 

and e v e r y b o d y p a r t i c i p a t e , b u t t h a t i s n ' t what 

happens. 

MR. STOVALL: The $2 m i l l i o n t r e a t i n g 

p l a n t , w o u l d t h a t -- p r e s u m a b l y y o u ' r e n o t g o i n g t o 

d p i r l l t h a t u n l e s s you g o t a p r e t t y good w e l l o u t 

t h e r e . 

THE WITNESS: That i s c o r r e c t . 

MR. STOVALL: Does P a c i f i c have any 

o t h e r a c r e a g e o u t t h e r e where t h e y c o u l d go d r i l l 

a n o t h e r w e l l , i f i t l o o k s l i k e a good p r o s p e c t . 

THE WITNESS: You mean w i t h i n t h e 

p r o s p e c t o u t l i n e ? 

MR. STOVALL: W i t h i n t h e a r e a t h a t w o u l d 

be s e r v e d by a t r e a t i n g p l a n t l i k e t h a t . 

THE WITNESS: We have some a d d i t i o n a l 

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

MR. STOVALL: So t h e r e w o u l d a c t u a l l y , 
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i f a t r e a t i n g p l a n t were b u i l t , t h e r e ' s a l i k e l i h o o d 

t h a t a t l e a s t P a c i f i c and some o f t h e o t h e r s m i g h t 

go and d r i l l a d d i t i o n a l w e l l s t o r u n t h r o u g h t h a t 

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

THE WITNESS: Yes, t h a t ' s c o r r e c t . 

EXAMINER MORROW: Okay. Thank you 

s i r . You may be excus e d . 

MR. PEARCE: Mr. Examiner, I have 

n o t h i n g f u r t h e r a t t h i s t i m e . 

MR. STOVALL: I have g o t one more 

q u e s t i o n . 

W i t h r e s p e c t t o t h a t t r e a t i n g p l a n t , t h a t 

e s s e n t i a l l y i s a n o - r i s k i t e m , i s n ' t i t ? T h a t ' s n o t 

done u n t i l you have a known f e a s i b i l i t y f a c t o r . 

THE WITNESS: W e l l , y e s , one o f t h e 

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

poop o u t , t o o . 

MR. STOVALL: There's a l w a y s t h a t . 

THE WITNESS: But t h a t c o s t w i l l n o t 

come i n t o i t u n t i l you know t h a t you have g o t a 

c o m m e r c i a l w e l l . And maybe t h a t ' s more t h a n t h e 

e n g i n e e r i n g p a r t ; t h a t ' s c o r r e c t . 

MR. STOVALL: I u n d e r s t a n d . Thank you. 

EXAMINER MORROW: Case 10267 w i l l be 

t a k e n under a d v i s e m e n t . 
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And t h a t concludes the h e a r i n g f o r today, 

and we are adjo u r n e d . 

(The h e a r i n g was adjourned a t 12:20 p.m.) 

* * * * * 
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