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EXAMINER STOGNER: I ' l l c a l l Case 

10517, w h i c h i s t h e a p p l i c a t i o n o f S h a c k e l f o r d 

O i l P r o p e r t i e s , on b e h a l f o f P l a i n s Radio 

P e t r o l e u m Company, f o r a u n i t a greement, Chaves 

County, New Mexi c o . 

At t h i s t i m e I ' l l c a l l f o r a p p e a r a n c e s . 

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n o f Santa Fe, New M e x i c o , a p p e a r i n g on 

b e h a l f o f t h e a p p l i c a n t . And I have two 

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

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

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

W i l l t h e w i t n e s s e s , p l e a s e , s t a n d t o be 

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

[The w i t n e s s e s were d u l y s w o r n . ] 

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

MR. KELLAHIN: Mr. Examiner, my f i r s t 

w i t n e s s i s Mr. P h i l Moore. Mr. Moore i s a 

g e o l o g i s t a p p e a r i n g on b e h a l f o f P l a i n s Radio 

P e t r o l e u m Company. 

PHIL MOORE 

H a v i n g been d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. KELLAHIN: 
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Q. Mr. Moore, f o r t h e r e c o r d w o u l d y o u , 

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

A. Yes. My name i s P h i l Moore. I'm a 

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

e x p l o r a t i o n f o r P l a i n s Radio P e t r o l e u m i n 

A m a r i l l o , Texas. 

Q. On p r i o r o c c a s i o n s have you t e s t i f i e d 

b e f o r e t h e D i v i s i o n ? 

A . No . 

Q. Would you summarize f o r us y o u r 

e d u c a t i o n a l b a c k g r o u n d ? 

A. Sure. R e c e i v e d a BS i n g e o l o g y f r o m 

West Texas S t a t e U n i v e r s i t y i n 1973. I ' v e worked 

c o n t i n u o u s l y i n t h e o i l and gas e x p l o r a t i o n 

b u s i n e s s s i n c e t h e n . 

Q. T h i s p a r t i c u l a r p r o j e c t i s an 

a p p l i c a t i o n f o r a p p r o v a l o f a v o l u n t a r y 

e x p l o r a t o r y u n i t ? 

A. C o r r e c t . 

Q. And t h e r e s e r v o i r t h a t ' s t h e p r i m a r y 

t a r g e t i s a San Andres r e s e r v o i r ? 

A. T h a t ' s r i g h t . 

Q. Do you have p r i o r e x p e r i e n c e i n 

g e o l o g i c i n t e r p r e t a t i o n s i n mappings o f San 

Andres r e s e r v o i r s ? 
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A. Yes, s i r , I s u r e do. I have g e n e r a t e d 

s e v e r a l other e x p l o r a t o r y type p r o s p e c t s , but I 

have a l s o worked i n development and j u s t f i e l d 

s t u d i e s i n the R a c e t r a c k - S a n Andres F i e l d , i n 

Chaves County, and a l s o the E a s t Chisolm-San 

Andres F i e l d , which i s a l s o i n Chaves County, New 

Mexico. 

Q. And does the g e o l o g i c i n t e r p r e t a t i o n 

and p r e s e n t a t i o n we're about to make r e p r e s e n t 

your work product? 

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

MR. KELLAHIN: We tender Mr. Moore as 

an e x p e r t petroleum g e o l o g i s t . 

EXAMINER STOGNER: Mr. Moore i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) Mr. Moore, to o r i e n t 

the Examiner about your proposed u n i t , l e t me 

d i r e c t your a t t e n t i o n , s i r , to what we've marked 

as A p p l i c a n t E x h i b i t No. 1. Take a minute and 

o r i e n t us as to the acreage t h a t i s proposed f o r 

i n c l u s i o n i n the u n i t . 

A. Okay. E x h i b i t No. 1, as t i t l e d , i s a 

L e a s e h o l d Ownership Map. The u n i t boundary t h a t 

we would l i k e to have proposed as the u n i t i n 

q u e s t i o n i s o u t l i n e d i n the hachureds. The 
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a c r e a g e i s shown t h a t we'd l i k e t o i n c l u d e i n 

t h a t u n i t shaded i n y e l l o w a l o n g w i t h t h e 

o w n e r s h i p t h e r e o f . 

Q. The k i n d s o f a c r e a g e t o be d e d i c a t e d t o 

t h e u n i t a r e what, s i r ? 

A. The k i n d s o f a c r e a g e , one, t h e r e ' s o n l y 

one s e c t i o n t h a t i s S t a t e o f New Me x i c o ; t h e r e s t 

i s f e d e r a l . 

Q. What's t h e s i g n i f i c a n c e o f t h e y e l l o w 

s h a d i n g w i t h i n t h e b o u n d a r y o f t h e p r o p o s e d u n i t 

a rea? 

A. That y e l l o w s h a d i n g i l l u s t r a t e s t h e 

ac r e a g e t h a t we, as P l a i n s Radio P e t r o l e u m 

Company, have had as an agreement -- or t h o s e 

p e o p l e who own t h a t a c r e a g e have a g r e e d t o i n 

some way j o i n i n t h e u n i t . 

Q. A l l r i g h t . And you w i l l p u r s u e t h e n 

e f f o r t s t o g e t t h e p a r t i e s t h a t have t h e i n t e r e s t 

w i t h i n t h e u n i t t h a t i s n o t y e t shaded t o 

p a r t i c i p a t e on a v o l u n t a r y b a s i s ? 

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

Q. A l l r i g h t . L e t ' s t u r n now t o E x h i b i t 

No. 2. I d e n t i f y and d e s c r i b e t h a t d i s p l a y . 

A. Okay. Mr. Examiner, E x h i b i t No. 2 i s 

j u s t a u n i t i n d e x map t h a t i l l u s t r a t e s t h e 
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l o c a t i o n o f our p r o p o s e d u n i t . I t a l s o 

i l l u s t r a t e s a band o f San Andres p r o d u c t i o n t h a t 

i s shaded t h e r e i n brown s i g n i f y i n g t h e San 

Andres f i e l d s . 

As you can see t h e r e , t h e r e i s an 

e a s t - w e s t t r e n d i n g band o f t h e s e San Andres 

f i e l d s t h a t e x t e n d s a c r o s s t h e n o r t h w e s t s h e l f o f 

s o u t h e a s t New Me x i c o . 

Q. A l l r i g h t . L e t ' s t u r n now t o E x h i b i t 3 

and b e g i n t o d i s c u s s i n more d e t a i l some o f t h e 

i n f o r m a t i o n t h a t you have a c c u m u l a t e d upon w h i c h 

t h e n you base y o u r u l t i m a t e g e o l o g i c 

c o n e l u s i o n s . 

F i r s t o f a l l , l e t me have you t u r n t o 

what we've i d e n t i f i e d as E x h i b i t 3, and i t ' s a 

p r o d u c t i o n map. 

A. Okay. E x h i b i t No. 3, Mr. Examiner, i s 

a p r o d u c t i o n and a l s o a shows map. And I have 

gone t h r o u g h h e r e and i d e n t i f i e d t h e v a r i o u s 

zones t h a t p r o d u c e i n and a r o u n d t h e p r o p o s e d 

u n i t w i t h p r i m a r y emphasis on t h e San Andres 

Format i o n . 

I have c o l o r - c o d e d t h e s e zones. The 

San Andres i s shown i n brown. And t h e n b e s i d e s 

some o f t h e d r y h o l e s t h a t a r e i n t h e a r e a , I 
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have i n d i c a t e d any type of show t h a t might have 

been i n the San Andres. And t h e s e shows would 

have been on d r i l l stem t e s t i n f o r m a t i o n or 

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

I have a l s o d e s i g n a t e d the c u m u l a t i v e 

and the average d a i l y r a t e s of p r o d u c t i o n next to 

the w e l l s shown. And then a l s o underneath, 

underneath the h o r i z o n t a l l i n e , I i n d i c a t e d the 

c u m u l a t i v e water p r o d u c t i o n . 

I n doing the geology f o r the 

e x p l o r a t i o n i d e a of t h i s p r o j e c t , we used the 

f i e l d t h a t i s i n S e c t i o n 16 and 17 of Township 8 

South, 31, as an analogy. And t h a t i s the 

analogy t h a t we were t r y i n g to use i n doing our 

e x p l o r a t i o n p r o j e c t h ere. 

Q. The pool or the f i e l d to the n o r t h of 

you i n 16 and 17 i s c a l l e d what? 

A. I t ' s c a l l e d the S i e t e F i e l d . 

Q. W i t h i n the i n t e r i o r of t h i s boundary 

fo r the proposed u n i t , you've a l s o i d e n t i f i e d a 

proposed l o c a t i o n ? 

A. T h a t ' s c o r r e c t . 

Q. Based upon your g e o l o g i c 

i n t e r p r e t a t i o n , does t h a t r e p r e s e n t the optimum 

p l a c e to put the i n i t i a l t e s t w e l l t h a t would 
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q u a l i f y as the u n i t w e l l ? 

A. Based on the t e c h n i c a l d a t a t h a t we 

have, t h a t would appear to be the optimum 

l o c a t i o n , y e s , s i r . 

Q. I n doing your r e s e a r c h , do you f i n d 

e v i d e n c e t h a t any of the f o r m a t i o n s c o n t a i n e d 

w i t h i n the u n i t boundary have producing w e l l s on 

them? 

A. No, s i r , they do not. There i s one 

w e l l i n the s o u t h e a s t q u a r t e r of S e c t i o n 23 t h a t 

was o r i g i n a l l y completed and produced about 100 

b a r r e l s of o i l c u m u l a t i v e out of the Upper Penn 

c a r b o n a t e , but t h a t w e l l has been plugged. 

Q. When you went through your a n a l y s i s of 

the d a t a , what i s the f i r s t l e v e l of 

i n v e s t i g a t i o n t h a t you make as a g e o l o g i s t i n 

order to r e a c h a c o n c l u s i o n about the a r e a to be 

i n c l u d e d so t h a t the o p e r a t o r w i l l have e f f e c t i v e 

and e f f i c i e n t c o n t r o l over t h i s San Andres 

r e s e r v o i r i f t h i s u n i t i s approved? 

A. Normally what I do i s I l i k e to make a 

p r o d u c t i o n map, as we see here by E x h i b i t 3, but 

then I a l s o make a s t r u c t u r a l map. I n t h i s c a s e 

I d i d make a s t r u c t u r e map on top of the p i e 

marker i n the San Andres, although the h y p o t h e s i s 
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t h a t I used f o r t h i s p a r t i c u l a r p r o j e c t i s not 

t o t a l l y dependent on p r e s e n t day s t r u c t u r e . 

Q. L e t ' s look at the s t r u c t u r e maps so the 

Examiner w i l l see your i n t e r p r e t a t i o n . T h a t ' s 

E x h i b i t No. 4? 

A. Th a t ' s c o r r e c t . 

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

A. E x h i b i t No. 4, Mr. Examiner, i s a 

s t r u c t u r e map drawn on the p i e marker, which i s a 

c o n s i s t e n t marker r e g i o n a l l y w i t h i n the Lower San 

Andres Formation. And the map t h a t i s b e f o r e you 

i s a s t r u c t u r e map, and i t i s p r e s e n t - d a y 

s t r u c t u r e , i n other words, the s t r u c t u r e t h a t i s 

c o n s i s t e n t d u r i n g today's time. 

One t h i n g t h a t I would l i k e to p o i n t 

out on t h i s p a r t i c u l a r map i s t h a t the S i e t e 

F i e l d i n S e c t i o n s 16 and 17 does not appear to be 

on a c l o s e d s t r u c t u r e , nor does the u n i t t h a t we 

have proposed to the south of i t . 

Q. Can you r e l y e x c l u s i v e l y on the 

s t r u c t u r a l i n t e r p r e t a t i o n to h e l p you draw the 

proposed boundaries of the e x p l o r a t o r y u n i t ? 

A. No, s i r , not a t a l l . 

Q. L e t ' s t u r n to an i s o p a c h of the San 

Andres. I t ' s marked as E x h i b i t No. 5. 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2 

1 3 

14 

1 5 

16 

17 

1 8 

19 

20 

21 

22 

23 

24 

25 

13 

A. Okay. 

Q. And c o n t i n u i n g w i t h your methodology 

f o r a n a l y z i n g the r e s e r v o i r , h aving completed the 

work on the s t r u c t u r e , do you p r e p a r e an i s o p a c h ? 

A. Yes, s i r . 

Q. D e s c r i b e the k i n d of i s o p a c h t h a t 

you're working w i t h here. 

A. E x h i b i t No. 5, Mr. Examiner, i s an 

i n t e r v a l i s o p a c h . And l e t me j u s t c l a r i f y t h i s a 

l i t t l e b i t about the h y p o t h e s i s t h a t i s used --

t h a t I used i n e x p l o r i n g i n t h i s a r e a . I t ' s 

based on a theory t h a t San Andres p r o d u c t i o n i n 

the northwest s h e l f a r e a of s o u t h e a s t New Mexico 

i s not t o t a l l y r e l e v a n t to p r e s e n t day 

s t r u c t u r e . 

But t h a t t h e s e r e s e r v o i r s trapped o i l 

and gas or hydrocarbons s h o r t l y a f t e r d e p o s i t i o n 

of the San Andres dolomite and t h a t they -- t h a t 

the t r a p s were i n p r e e x i s t i n g or Paleo s t r u c t u r e s 

and t h a t d u r i n g t e r t i a r y time or, as a r e s u l t of 

the Laramide orogeny, t h e s e r e s e r v o i r were t i l t e d 

to the e a s t . 

And the o i l and gas i s not c o n s i s t e n t . 

The t r a p s are not c o n s i s t e n t w i t h the p r e s e n t day 

s t r u c t u r e . They have t i l t e d o i l - w a t e r c o n t a c t s . 
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And t h a t ' s t h e h y p o t h e s i s h e r e . 

And t h i s map i s an i n t e r v a l t h a t was 

drawn f r o m t h e t o p o f t h e San Andres t o t h e p i e 

ma r k e r . And i t i s t h e b e s t t o o l , I b e l i e v e , f o r 

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

a r e a . 

And, as you can see t h e r e , t h e r e l o o k s 

t o be a f a i r l y b r o a d t h i n i n t h e a r e a o f t h e 

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

t h e p r e e x i s t i n g P a l e o - t y p e t r a p t h a t we w o u l d be 

l o o k i n g f o r i n our e x p l o r a t o r y p r o j e c t . 

Q. I see on E x h i b i t 5 you have i n p u r p l e a 

l i n e o f c r o s s - s e c t i o n t h r o u g h t h e u n i t a r e a . 

L e t ' s t u r n t o t h e c r o s s - s e c t i o n t h a t d e s c r i b e s 

t h a t . 

A. Okay. 

Q. E x h i b i t No. 6. 

A. W e l l , E x h i b i t No. 6, s i r , i s t h e model 

c r o s s - s e c t i o n . 

Q. I'm s o r r y . A l l r i g h t . 

A. T h a t ' s shown t h e r e i n b l u e , X-Y-Z. 

Q. T h i s i s t h e one t o t h e n o r t h w e s t --

A. R i g h t . 

Q. — as model c r o s s - s e c t i o n ? 

A. R i g h t . 
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Q. What's t h e p u r p o s e o f p r e p a r i n g t h e 

c r o s s - s e c t i o n t h a t i s n o t o v e r t h e u n i t area? 

A. T h i s i s o v e r a l i t t l e f i e l d t h a t i s t o 

t h e n o r t h o f us. I t i s n o t t h e S i e t e F i e l d . 

I t ' s o n l y a t w o - w e l l f i e l d . But I t h i n k t h i s 

b e s t i l l u s t r a t e s t h e t h e o r y o f t h e Pa l e o o r t h e 

d i a g e n e t i c t r a p t y p e t h e o r y i n t h e San An d r e s . 

As we l o o k a t t h e w e l l s , and t h i s was 

made w i t h p o r o s i t y l o g s , I t h i n k p r i m a r i l y s o n i c 

l o g s , f r o m X t o Y t o Z i l l u s t r a t e d on E x h i b i t No. 

5. W e l l number -- o r w e l l l e t t e r "Y" w o u l d 

r e p r e s e n t t h e t o p or v e r y near t h e t o p o f t h e 

Paleo s t r u c t u r e . 

I f you l o o k a t t h e i n t e r v a l t h e r e t h a t 

I i s o p a c h e d , w h i c h i s shown t h e r e b r a c k e t e d i n 

b l u e , one can t e l l t h a t t h e r e i s a t h i n i n t h a t 

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

p o r o s i t y b u i l d u p shown down t h e r e t o w a r d t h e base 

o f t h e P - l p o r o s i t y zone i s t h i c k e r . So t h i s i s 

j u s t a model t o i n d i c a t e t h a t t h e t h e o r y t h a t I 

used h e r e i s p o t e n t i a l l y c o r r e c t . 

Q. Show us t h e a p p l i c a t i o n o f t h a t t h e o r y 

t h e n t o t h e u n i t a r e a as you b u i l d a 

c r o s s - s e c t i o n , A-to-A p r i m e , t h r o u g h t h e u n i t . 

A. Okay. That w o u l d be E x h i b i t No. 7, Mr. 
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Examiner, and i t ' s on a l a r g e r s c a l e . And t h e s e 

w e l l s t h a t a r e on t h i s were hung w i t h whatever 

p o r o s i t y l og t h a t was a v a i l a b l e on those 

p a r t i c u l a r w e l l s . And a g a i n t h a t i s 

c r o s s - s e c t i o n A-to-A prime t h a t i d e n t i f i e s the 

proposed l o c a t i o n . That i s a s t r a t i g r a p h i c 

c r o s s - s e c t i o n hung at the p i e marker. 

The key w e l l would be the w e l l i n the 

middle, the second w e l l going from e i t h e r s i d e . 

That i s the P e n n z o i l U n i t e d Pubco w e l l i n S e c t i o n 

33. We have i d e n t i f i e d the top of the p i e 

marker. We have a l s o i d e n t i f i e d the top of the 

P - l p o r o s i t y zone. 

And what we're l o o k i n g f o r here i s a 

zone t h a t o c c u r s r i g h t a t the base of the Lower 

P - l i n t e r v a l , which I c a l l the "K" zone, 

i n d i c a t i n g p e r m e a b i l i t y . T h i s i s what I t h i n k i s 

the key to good San Andres p r o d u c t i o n i n the 

a r e a , i s the development of t h i s Lower P - l "K" 

zone. I t i s u s u a l l y f a i r l y t h i n , no more than 15 

to 16 f e e t t h i c k . But the log c h a r a c t e r of t h i s 

zone i s v e r y , v e r y good. I t shows a v e r y good 

p o r o s i t y and good i n d i c a t i o n s of p e r m e a b i l i t y . 

The c r o s s - s e c t i o n t h a t we're l o o k i n g a t 

t h e r e i d e n t i f i e s t h a t zone. And, as we go to the 
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n o r t h o r n o r t h w e s t , we can see t h a t , as 

i l l u s t r a t e d by t h e w e l l i n t h e f a r l e f t o f t h e 

c r o s s - s e c t i o n , t h a t t h a t p o r o s i t y , t h a t Lower P - l 

"K" zone, i s n o t d e v e l o p e d t o t h e n o r t h w e s t o f 

our u n i t . 

So somewhere between S e c t i o n 33, w h i c h 

d r i l l stem t e s t e d t h i s w i t h a s l i g h t show and t o 

t h e n o r t h w e s t o v e r o ur p r o p o s e d l o c a t i o n , we l o s e 

t h i s zone. The w e l l t o t h e l e f t was a b l e t o 

c o m p l e t e i n t h e upper p o r t i o n o f t h e P - l p o r o s i t y 

zone, b u t i t made a v e r y poor w e l l . I t d i d 

p o t e n t i a l f o r 62 b a r r e l s o f o i l a day and 235 

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

t h e w e l l i n p r o d u c t i o n , i t d i d n o t make enough t o 

even have any r e p o r t e d p r o d u c t i o n h i s t o r y , so 

t h a t w e l l has been p l u g g e d . 

So t h e r e i s c o n s i d e r a b l e r i s k i n t h i s 

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

p e r m e a b i l i t y zone t h a t e x i s t s r i g h t a t t h e base 

o f t h e P - l i n t e r v a l . 

Q. Have you t a k e n t h i s i n f o r m a t i o n a b o u t 

t h e P - l zone and i s o p a c h e d t h a t i n t e r v a l ? 

A. Yes, s i r , I s u r e have, and t h a t w o u l d 

be shown on E x h i b i t No. 8. And, Mr. Examiner, 

t h i s i s a d i s t r i b u t i o n and a t h i c k n e s s map o r 
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i s o p o r o s i t y map of t h a t Lower P - l "K" zone. I t 

shows the r e l a t i o n s h i p of the p r o d u c t i o n at S i e t e 

F i e l d and some of t h e s e s m a l l e r one- and two-well 

f i e l d s and the t h i c k n e s s t h a t those w e l l s have i n 

them. 

At S i e t e F i e l d the best w e l l s i n S i e t e 

F i e l d have at l e a s t e i g h t f e e t of t h i s Lower P - l 

"K" zone. The r e s t of the w e l l s t h a t have, say, 

l e s s than f i v e w e l l s , f i v e f e e t of t h i s zone, are 

f a i r l y poor as f a r as the p r o d u c t i o n goes. T h i s 

map i n d i c a t e s the development of the Lower P - l 

"K" zone a c r o s s the proposed u n i t . 

Q. Have you been a b l e to r e a c h a g e o l o g i c 

c o n c l u s i o n about the s u r f a c e boundary of the u n i t 

and how i t r e l a t e s to the San Andres r e s e r v o i r ? 

A. From the d a t a t h a t we have i n the a r e a , 

which i s s t r i c t l y s u b s u r f a c e , w i r e l i n e l o g s , we 

have no core i n f o r m a t i o n , i t looks as though the 

development i n the t h i c k e s t p o r t i o n of t h a t Lower 

P - l i n t e r v a l t h a t we have mapped here should 

develop v e r y n i c e l y f o r the c e n t e r of our u n i t . 

And then, as you go i n a l l d i r e c t i o n s away from 

the u n i t , i t appears to t h i n out. 

A l o t of the San Andres f i e l d s i n the 

a r e a seem to have v e r y poor development of t h i s 
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t o t h e n o r t h and n o r t h w e s t o f where you f i n d t h i s 

P - l "K" zone d e v e l o p m e n t . 

Q. Based upon t h e c u r r e n t s t a t u s o f d a t a 

a v a i l a b l e t o you, a r e you a b l e t o c o n c l u d e as a 

g e o l o g i s t t h a t t h e p r o p o s e d u n i t b o u n d a r i e s a r e 

such t h a t t h e y w i l l g i v e t h e o p e r a t o r and t h e 

i n t e r e s t owners w i t h i n t h e u n i t e f f e c t i v e and 

e f f i c i e n t c o n t r o l o f t h i s San Andres r e s e r v o i r ? 

A. Yes, s i r , I s u r e l y b e l i e v e t h a t ' s 

r i g h t . 

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

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

e x p l o r a t i o n and d e v e l o p m e n t i s a more e f f i c i e n t 

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

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

and d e v e l o p m e n t ? 

A. Yes, s i r . I t i s my o p i n i o n t h a t g i v e n 

t h e l u x u r y o f h a v i n g t h i s u n i t i z e d t h a t t h a t 

w o u l d g i v e us t h e t i m e t h a t I t h i n k i s c r i t i c a l 

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

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

S h o u l d we make a d i s c o v e r y w e l l , we w o u l d l i k e 

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

t e c h n i c a l i n f o r m a t i o n we have. I t h i n k t h a t ' s 

c r i t i c a l i n t h e San A n d r e s . 
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A case i n p o i n t does o c c u r i n t h e S i e t e 

F i e l d t o t h e n o r t h . I n S e c t i o n 17,, t h e o p e r a t o r 

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

w o u l d be l o c a t e d a p p r o x i m a t e l y i n U n i t H. That 

w e l l p o t e n t i a l e d f o r 348 b a r r e l s o f o i l a day 

f l o w i n g . 

And I'm n o t s u r e when t h e y spud t h e 

w e l l t o t h e w e s t , b u t t h e y o f f s e t t h e w e l l t o t h e 

w e s t , c o m p l e t e d i t l e s s t h a n a month a f t e r 

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

o n l y p o t e n t i a l e d f o r 23 b a r r e l s o f o i l a day and 

has o n l y made 2- or 3,000 b a r r e l s o f o i l 

c u m u l a t i v e . So t h a t ' s k i n d o f t h e n a t u r e o f t h a t 

p a r t i c u l a r r e s e r v o i r . 

And I b e l i e v e , g i v e n t h e l u x u r y o f 

h a v i n g t h i s u n i t i z e d , we can b e s t d e s i g n our 

dev e l o p m e n t w i t h t h e i n f o r m a t i o n t h a t we r e c e i v e 

f r o m t h e d r i l l i n g o f each w e l l . 

Q. Were t h e w e l l s d r i l l e d i n 16 and 17 i n 

t h e S i e t e P o o l d r i l l e d p u r s u a n t t o a u n i t 

c o n c e p t ? 

A. No, s i r , t h e y were n o t . 

Q. W i t h a p p r o v a l o f t h e u n i t , t h e n , you 

w i l l have t h e o p p o r t u n i t y t o space y o u r w e l l s 

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

A. Yes, s i r . 

Q. T h i s a r e a l o o k s to be d i f f e r e n t from 

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

the Commission o f t e n s e e s ? 

A. R i g h t . 

Q. D e s c r i b e f o r us what you conclude as 

the r i s k i n v o l v e d and why t h a t r i s k i s managed 

and minimized under a u n i t concept v e r s u s 

l e a s e h o l d development. 

A. As f a r as the r i s k , I ' l l a d d r e s s t h a t 

i s s u e f i r s t , and then I may need some 

c l a r i f i c a t i o n on your second q u e s t i o n . But the 

San Andres, p a r t i c u l a r l y i n t h i s a r e a , i s a v e r y 

r i s k y , e x p l o r a t o r y o b j e c t i v e . As i n d i c a t e d by 

the e x h i b i t s t h a t I p r e p a r e d and the d i f f e r e n t 

t h e o r i e s i n t r y i n g to e x p l o r e f o r the San Andres, 

t h a t i n i t s e l f i s somewhat i n d i c a t i v e of the 

r i s k . 

But j u s t as the a n a l o g i e s to the n o r t h , 

good w e l l s a r e v e r y hard to f i n d , and t h e y ' r e 

v e r y hard to o f f s e t . And we do not -- you r e a l l y 

cannot use s e i s m i c . And you're l o o k i n g f o r 

e i t h e r s t r u c t u r a l noses t h a t we seem to see on 

our p r e s e n t day s t r u c t u r e i n t e r p r e t a t i o n or the 
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i n t e r v a l i s o p a c h , which i s somewhat i n d i c a t i v e of 

Paleo s t r u c t u r e . And t h e s e a r e v e r y , v e r y hard 

to p r e d i c t from the s u b s u r f a c e i n f o r m a t i o n t h a t 

you have. 

And so s u b s u r f a c e i s the only t o o l t h a t 

you have. And w i t h the n a t u r e of the r i s k of the 

San Andres, i t ' s as r i s k y as some of the t h i n g s 

t h a t a r e -- you know, even though i t i s not a 

rank w i l d c a t , i t s t i l l does have a l a r g e degree 

of r i s k . 

Q. Does i t a l l o w the i n t e r e s t owners 

w i t h i n the u n i t a r e a to reduce t h a t r i s k i f they 

develop and e x p l o r e t h i s San Andres r e s e r v o i r on 

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

development? 

A. Yes, s i r , I b e l i e v e t h a t ' s r i g h t . And 

the way I would see t h a t i s t h a t i t g i v e s the 

p a r t i c i p a n t s i n a u n i t of t h i s n a t u r e , even 

though i t d i l u t e s t h e i r i n t e r e s t , i t would g i v e 

them a s m a l l e r i n t e r e s t , say, i n a f i e l d v e r s u s 

100 p e r c e n t i n t e r e s t of what q u i t e p o s s i b l y c o u l d 

be v e r y poor f r i n g e type p r o d u c t i o n . 

Did t h a t answer t h a t q u e s t i o n ? 

Q. Well, I u n d e r s t a n d your p o i n t of view 

i s t h a t the r i s k i s s h a r e d among a l l i n t e r e s t 
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owners — 

A. R i g h t . 

Q. -- w i t h i n the v o l u n t a r y u n i t . And i f 

they get a p r o l i f i c w e l l , they s h a r e and i t 

a f f o r d s the o p p o r t u n i t y to e x p l o r e the f r i n g e s --

A. R i g h t . 

Q. -- without h a v i n g a s e l e c t e d group of 

owners bear t h a t e n t i r e r e s p o n s i b i l i t y ? 

A. R i g h t . R i g h t . 

Q. Have you p r e s e n t e d t h i s same g e o l o g i c 

i n t e r p r e t a t i o n and p r e s e n t a t i o n to the 

Commissioner of P u b l i c Lands, S t a t e of New 

Mexico? 

A. Yes, s i r , we have. 

Q. And have you o b t a i n e d p r e l i m i n a r y 

a p p r o v a l from t h a t agency? 

A. Yes, we have. 

Q. And have you made the same g e o l o g i c 

p r e s e n t a t i o n to the Bureau of Land Management? 

A. Yes, s i r . 

Q. And have you o b t a i n e d the p r e l i m i n a r y 

a p p r o v a l of t h a t agency? 

A. Yes, s i r , we have. 

Q. Were the e x h i b i t s t h a t we have 

d e s c r i b e d , E x h i b i t s 1 through 8, pre p a r e d by you 
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d i r e c t l y ? 

A. Yes, s i r . 

MR. KELLAHIN: That c o n c l u d e s my 

exami n a t i o n of Mr. Moore, Mr. Stogner. We would 

move the i n t r o d u c t i o n of h i s E x h i b i t s 1 through 

8 . 

EXAMINER STOGNER: E x h i b i t s 1 through 8 

w i l l be admitted i n t o e v i d e n c e at t h i s time. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Moore, i n your proposed l o c a t i o n do 

you propose to complete t h a t i n any other or t e s t 

any o ther f o r m a t i o n s of the deeper h o r i z o n s ? 

A. Mr. Examiner, not to any deeper 

h o r i z o n s at t h i s time. We w i l l or would l i k e to 

thoroughly e v a l u a t e the t h i n sandstone members of 

the Queen Formation, i n c l u d i n g the Queen i t s e l f 

and the Penrose Premier p o s s i b i l i t i e s t h a t may 

e x i s t a t t h i s l o c a t i o n . 

At a f u t u r e time c e r t a i n l y i t would be 

c o n s i d e r e d to d r i l l deeper i n l o o k i n g f o r the 

o p p o r t u n i t y to produce gas from the Atoka and 

Morrow or p o s s i b l y even o i l from the Devonian. 

I n S e c t i o n 33 t h e r e was -- the P e n n z o i l w e l l t h a t 

you see t h e r e d i d have what I would say i s a 
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f a i r l y s i g n i f i c a n t show and d r i l l stem t e s t i n 

the Devonian Formation, r e c o v e r e d 190 f e e t of 

o i l , f r e e o i l on the d r i l l stem t e s t . But t h a t 

would be l a t e r on. 

Q. That w e l l i s plugged and abandoned at 

t h i s time? 

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

Q. Did i t t e s t the San Andres, the 

P e n n z o i l w e l l ? 

A. I t d i d t e s t through a d r i l l stem t e s t . 

I b e l i e v e , i f you w i l l look on your c r o s s - s e c t i o n 

A-to-A prime, i t i s the middle w e l l . I have 

h i g h l i g h t e d the t e s t i n f o r m a t i o n i n the d r i l l 

stem t e s t beneath the w e l l t h e r e on t h a t s c o u t 

t i c k e t . And I b e l i e v e they d i d d r i l l stem t e s t 

i t . 

I t showed a l o t of f l u i d r e c o v e r y w i t h 

some o i l - and g a s - c u t mud, I b e l i e v e . T h e r e ' s a 

l i t t l e s c o u t t i c k e t t h a t i s below t h a t s c o u t 

t i c k e t which r e p r e s e n t s the dry h o l e d r i l l e d by 

Pubco, which i s about 2- or 300 f e e t to the 

n o r t h . And they d i d have a show of f r e e o i l on 

the d r i l l stem t e s t from the San Andres i n t h a t 

we 11 . 

Q. Of c o u r s e t h e s e two w e l l s a r e to be 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

1 3 

14 

1 5 

16 

1 7 

18 

19 

20 

2 1 

22 

23 

24 

25 

26 

i n c l u d e d i n the a r e a of your e x p l o r a t o r y u n i t at 

t h i s time? 

A. T h a t ' s c o r r e c t . 

Q. But y e t take note t h a t p r e l i m i n a r y 

a p p r o v a l s a l s o have been i n c l u d e d , t h i s a c r e a g e . 

A. Yes, s i r . 

Q. You've used some g e o l o g i c a l tops t h a t I 

want to make s u r e I'm c l e a r w i t h . 

A. Okay. 

Q. When I look a t the A-A prime 

c r o s s - s e c t i o n , you have the orange mark — 

A. Uh-huh. 

Q. -- which i s the s t r a i g h t l i n e on the 

top, showing the top of the San Andres P - l 

marker. 

A. R i g h t . 

Q. I s t h a t to be i n t e r p r e t e d the top of 

the San Andres Formation? 

A. No, s i r . That i s a l o c a l or a c t u a l l y 

i t ' s a r e g i o n a l marker t h a t i s r e l a t i v e to the 

s t r u c t u r e and d e p o s i t i o n of the p o r o s i t y zones 

t h a t occur w i t h i n the Lower San Andres. 

I might ask you to look back at E x h i b i t 

6, which i s the model c r o s s - s e c t i o n , and i n t h a t 

on X-Y-Z, the top of the San Andres i s d e s i g n a t e d 
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t h e r e w i t h the r e d . And then one can look down 

toward the bottom of the c r o s s - s e c t i o n , and where 

I have the orange marked a g a i n , t h a t would be the 

r e l a t i o n s h i p to where the p i e marker i s and the 

top of the San Andres. 

I s t h a t c l e a r , Mr. Examiner? 

Q. Now, t h a t you have brought t h a t out, 

yes . 

A. Okay. Thank you. 

Q. I was confused w i t h the c o l o r s you 

used . 

A. S o r r y . 

Q. You used pink as the top of the P - l on 

the A-A prime, but p u r p l e on the top of the P - l 

on the other one. 

A. Yeah. 

Q. I j u s t o v e r l o o k e d t h a t . 

A. W e l l , on A-A prime those l o g s don't go 

h i g h enough to i n c l u d e the top of the San 

Andres. And I see your c o n f u s i o n , and I 

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

Q. Oh, no problem. I j u s t wanted to 

c l a r i fy t h a t . 

A. Okay. 

EXAMINER STOGNER: I have no other 
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q u e s t i o n s o f t h i s w i t n e s s , Mr. K e l l a h i n . 

MR. KELLAHIN: Thank y o u . Mr. 

Examiner, I ' d l i k e t o c a l l Mr. Sam S h a c k e l f o r d . 

Mr. S h a c k e l f o r d i s a landman. 

SAM SHACKELFORD 

H a v i n g been d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. KELLAHIN: 

Q. C o u l d y o u , p l e a s e , s t a t e y o u r name and 

o c c u p a t i o n ? 

A. Sam S h a c k e l f o r d . I'm a c o n s u l t a n t 

p e t r o l e u m landman f r o m R o s w e l l , New M e x i c o . 

Q. On p r i o r o c c a s i o n s , Mr. S h a c k e l f o r d , 

have you t e s t i f i e d b e f o r e t h e D i v i s i o n as a 

landman? 

A. No, I have n o t . 

Q. Summarize f o r us y o u r e x p e r i e n c e as a 

p e t r o l e u m landman. 

A. I have been w o r k i n g as an i n d e p e n d e n t 

c o n s u l t i n g landman f o r a p p r o x i m a t e l y 15 y e a r s . 

Q. Where do you r e s i d e , s i r ? 

A. R o s w e l l , New Me x i c o . 

Q. As p a r t o f y o u r d u t i e s as a c o n s u l t i n g 

landman, have you been employed by P l a i n s Radio 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2 

1 3 

14 

15 

16 

1 7 

18 

19 

20 

2 1 

22 

23 

24 

25 

29 

Petroleum to make an i n v e s t i g a t i o n of the 

ownership of the acreage t h a t i s proposed to be 

i n c l u d e d w i t h i n t h i s u n i t ? 

A. Yes, s i r . 

Q. Have you completed t h a t work? 

A. Yes, s i r . 

Q. I n a d d i t i o n , a r e you f a m i l i a r w i t h the 

n e c e s s a r y u n i t agreement and the o p e r a t i n g 

agreements t h a t a r e r e q u i r e d f o r o p e r a t i o n s under 

a u n i t concept? 

A. Yes, s i r . 

Q. Have you p r e p a r e d those documents? 

A. Yes, s i r . 

MR. KELLAHIN: We tender Mr. 

S h a c k e l f o r d as an e x p e r t petroleum landman. 

EXAMINER STOGNER: Mr. S h a c k e l f o r d i s 

so q u a l i f i e d . 

Q. (BY MR. KELLAHIN) Mr. S h a c k e l f o r d , l e t 

me ask you, s i r , to t u r n to what i s marked 

E x h i b i t No. 9. Do you have a copy of t h a t ? 

A. Yes, s i r . 

Q. Would you i d e n t i f y t h a t f o r us? What 

i s t h a t ? 

A. T h i s i s the form of the u n i t agreement 

t h a t was p r o v i d e d to me from the BLM as t h e i r 
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model form. And i t i n c l u d e s t h r e e e x h i b i t s . 

E x h i b i t A, B, and C, showing the ownership and so 

f o r t h . 

Q. Have you taken the model form from the 

Bureau of Land Management t h a t i s u t i l i z e d f o r 

s t a t e , f e d e r a l , and fee e x p l o r a t o r y u n i t s and 

m o d i f i e d t h a t i n any way? 

A. No, s i r . 

Q. Have you completed a l l the n e c e s s a r y 

b l a n k s i n the form i n c l u d i n g a l l the e x h i b i t s ? 

A. Yes, s i r . 

Q. To the b e s t of your knowledge, i s t h a t 

i n f o r m a t i o n a c c u r a t e and c o r r e c t ? 

A. Yes, s i r . 

Q. I n l o o k i n g a t E x h i b i t A to the u n i t 

agreement, what have you d i s p l a y e d on t h a t 

e x h i b i t ? 

A. T h i s i s a map showing the b o u n d a r i e s of 

the u n i t and a l s o the ownership l e a s e numbers and 

so f o r t h . And i t ' s numbered i n n u m e r i c a l order 

the l e a s e s by s e r i a l number and by f e d e r a l 

a c r e a g e f i r s t and s t a t e a c r e a g e . 

Q. Have you taken the i n f o r m a t i o n 

a v a i l a b l e to you and t a b u l a t e d the ownership by 

t r a c t s as shown on the p l a t and a t t a c h e d t h a t 
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t a b u l a t i o n as E x h i b i t B? 

A. Yes, s i r . 

Q. Does the i n f o r m a t i o n show the k i n d s of 

l e a s e s t h a t a r e being d e d i c a t e d to the u n i t i n 

terms of whether t h e y ' r e s t a t e , f e d e r a l , or f e e ? 

A. Yes, they do. 

Q. What k i n d s of l e a s e s do you have? 

A. We have f e d e r a l and s t a t e . 

Q. You don't have any fee t r a c t s ? 

A. No, s i r . 

Q. Okay. The t a b u l a t i o n of i n t e r e s t 

owners, i s t h a t a c c u r a t e to the be s t of your 

knowledge? 

A. Yes, s i r . 

Q. And have you made i n i t i a l c o n t a c t s w i t h 

everyone who proposes to have an i n t e r e s t i n the 

uni t ? 

A. I ' v e made c o n t a c t w i t h a l l the working 

i n t e r e s t owners. 

Q. At t h i s p o i n t , j u s t as a r e f e r e n c e to 

the Examiner, what i s the s t a t u s of your e f f o r t s 

to get v o l u n t a r y p a r t i c i p a t i o n i n the u n i t ? 

A. C u r r e n t l y a p p r o x i m a t e l y 89 p e r c e n t of 

the people i n v o l v e d have committed, v e r b a l l y 

committed to the u n i t . 
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Q. W i l l t h a t i n c l u d e a l l t r a c t s except f o r 

T r a c t No. 1 as i t ' s shown on E x h i b i t A? 

A. C o r r e c t . 

Q. Do you propose to c o n t i n u e to d i s c u s s 

w i t h the owners i n T r a c t 1 t h e i r v o l u n t a r y 

p a r t i c i p a t i o n i n the u n i t ? 

A. Yes, s i r . 

Q. L e t me t u r n to what i s marked as 

E x h i b i t No. 10. Would you i d e n t i f y and d e s c r i b e 

t h a t f o r us? 

A. T h i s i s the Model Form 610 O p e r a t i n g 

Agreement which we're going to use i n c o n j u n c t i o n 

w i t h the u n i t agreement. I ' v e m o d i f i e d i t to be 

s u b j e c t to the u n i t agreement. And i t s t a t e s the 

o p e r a t o r and a l s o the working i n t e r e s t owner. 

Q. Have you s u b m i t t e d the u n i t agreement 

and the o p e r a t i n g agreement to the Bureau of Land 

Management along w i t h a l l the n e c e s s a r y 

s u p p o r t i n g documents i n c l u d i n g the geology to 

o b t a i n p r e l i m i n a r y a p p r o v a l from the Bureau of 

Land Management? 

A. I ' v e s u b m i t t e d e v e r y t h i n g t h a t you 

mentioned except f o r the o p e r a t i n g agreement. 

Q. Okay. Have you a l s o s u b m i t t e d the u n i t 

agreement and the s u p p o r t i n g documents to the 
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Commissioner of P u b l i c Lands f o r p r e l i m i n a r y 

a p p r o v a l ? 

A. Yes, s i r . 

Q. And have you o b t a i n e d p r e l i m i n a r y 

a p p r o v a l from both those a g e n c i e s ? 

A. Yes, s i r . 

Q. Turn to E x h i b i t 11. I d e n t i f y t h a t f o r 

me . 

A. E x h i b i t 11 i s the l e t t e r t h a t I 

r e c e i v e d from Mr. Armando Lopez g i v i n g us 

p r e l i m i n a r y a p p r o v a l of the u n i t . A l s o mentions 

the zones and so f o r t h t h a t we a r e a t t e m p t i n g to 

t a r g e t . 

Q. The q u a l i f y i n g w e l l f o r the u n i t as 

w r i t t e n and r e q u e s t e d i s a San Andres w e l l or a 

w e l l to a t l e a s t 4,000 f e e t ? 

A. C o r r e c t . 

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

No . 12 . 

A. E x h i b i t No. 12 i s the l e t t e r I r e c e i v e d 

from F l o y d Prando from the S t a t e of New Mexico. 

I p r o v i d e d them w i t h the same i n f o r m a t i o n t h a t I 

d i d the BLM. Once I r e c e i v e d the BLM a p p r o v a l , I 

sen t the same i n f o r m a t i o n to the S t a t e of New 

Mexico. And t h i s i s the l e t t e r g r a n t i n g t h i s 
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a p p r o v a l , p r e l i m i n a r y a p p r o v a l . 

Q. Okay. And i f the D i v i s i o n e n t e r s i t s 

order approving the u n i t , then y o u ' l l go forward 

and comply w i t h the r e s t of the c o n d i t i o n s and 

r e q u i r e m e n t s of t h e s e l e t t e r s ? 

A. Yes, s i r . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n of Mr. S h a c k e l f o r d , Mr. Examiner. We 

would move the i n t r o d u c t i o n of h i s E x h i b i t s 9 

through 12. 

EXAMINER STOGNER: E x h i b i t s 9 through 

12 w i l l be admitted i n t o e v i d e n c e . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. S h a c k e l f o r d , i n l o o k i n g a t page 4 

of E x h i b i t No. 10, t h a t being the model form 

o p e r a t i n g agreement, who w i l l be the o p e r a t o r of 

t h i s u n i t , and has t h a t been determined y e t ? 

A. P l a i n s Radio Petroleum Company. 

Q. Okay. Now, i n today's ad t h e r e was 

a l s o mentioned F r e d Pool or P l a i n s B r o a d c a s t i n g 

to be named the i n i t i a l o p e r a t o r , and i t has been 

determined t h a t P l a i n s Radio B r o a d c a s t i n g w i l l be 

the o p e r a t o r ? 

A. Yes , s i r . 
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Q. How i s Mr, F r e d Pool, i s he s t i l l 

i n v o l v e d i n t h i s ? 

A . Yes, s i r . 

Q • As a — 

A . Working i n t e r e s t owner. He's l i s t e d i n 

the o p e r a t i n g agreement as a working i n t e r e s t 

owner on E x h i b i t A. 

B r o a d c a s t i n g i n the p r e l i m i n a r y a p p r o v a l by the 

S t a t e Land O f f i c e . But, l o o k i n g i t over i n the 

BLM p r e l i m i n a r y a p p r o v a l , I see no mention of the 

o p e r a t o r . Oh, I'm s o r r y . I do see t h a t . T h a t ' s 

on the v e r y top l i n e . Okay. 

No q u e s t i o n s of t h i s w i t n e s s . 

MR. KELLAHIN: That c o n c l u d e s our 

p r e s e n t a t i o n , Mr. Examiner. 

EXAMINER STOGNER: Thank you, Mr. 

S h a c k e l f o r d , you may be excused. 

Does anybody e l s e have a n y t h i n g f u r t h e r 

i n Case No. 10517? I f not, t h i s c a s e w i l l be 

taken under advisement. 

Q. Now, I see r e f e r e n c e to P l a i n s Radio 

[And the p r o c e e d i n g s were concluded.] 
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