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Oxy USA, Incorporated ("Oxy” or "applicant”) seeks an exception to Stagcwidc Rules
37 and 38 for its Well No. 2, & horizontal well, on the 640 acre Pirkle (029994) Lease (see
attached plat) in the Carthage (Pettit, Lower Gas) Field, Panola County, Texas ("subject
lease and well"). Oxy is secking the exceptions to prevent waste and conliscation. Exxon
USA, an offset operator, is protesting the application.

Special field rules for the Carthage (Pettit, Lower Gas) Field ("Lower Pettit”) ré
1,320’ lease-line and 3,960" between-well spacing on a 640 acre well diém‘y* "
proposed horizontal well would be the second well on the 640 acre Pirkle lease thercly
requiring an exception to Rule 38. The drainhole comes to within 2,424’ of Well No. 1 an.
would terminate only 408’ from the north line of the lease thereby requiring an exception
to Rule 37. The subject lease is regular in size but there are no regular locations available.
There is, however, an area near the center of the lease that is lease-line regular. }

APPLICANT'S EVIDENCE AND POSITION

The Carthage (Pettit, Lower) Field was discovered in 1942, It current! Aproduces 1t
low pressure (200 psi) and is in the last stages of primary production. The Lower Pet
is a Commission designated field (field ID# 16032650) which Oxy has subdivided { r
mapping purposes, into the Frost A", Frost "B" and Pirkle A-2 zones. The Lowcr Pettit i
commingled with the Upper Pettit, a separate Commission designated field, in the Pir}
No. 1 wellbore. The Pirkle No. 1 is the only well producing on the subject lease from 11
Lower Pettit. The proposed Pirkle No. 2 is slated for completion in the Lower Pettit, onls.

, f

Existing vertical wells in the field are normally abandoned at about 110 psi. Oxy's
proposed horizontal well will produce to an abandonment pressure of only 57 psi. Because
of the lower abandonment pressure, Oxy believes it will recover significant reserves thu
would not be recovered by the vertical wells in the field. In the Frost "A" zone, alone, Oxy
expects to recover almost 400 million cubic feet of gas more than a comparable vertic:

well, ?
OXY'S WASTE CASE :

Oxy’s position, plainly stated, is that because the proposed well will have a oy -
abandonment pressure than any existing well in the field, it will recover gas that can ¢
be recovered by any well at a regular location. Oxy also contends that if it is required (o
shut in the Pirkle No. 1 in order to be able to produce the proposed well, gas from the
Carthage (Pettit, Upper) will be wasted. §

Alex McCoy, an engineer for Oxy, presented testimony and exhibits tllustratiny how
the proposed horizontal well will achieve a lower abandonment pressure than a C%;nparabie




ian ecommk limit af?S MCFD, Mr. McCoy estimates that beirg
able to produce the Pirkle No. 2 down to 57 psi will enable Oxy to produce an additional
Bnmomaﬁammwhaamﬁlmybamdmfmﬂmﬁdm:w ;

Mr. KirkSpatkman, a geologist forOxy, presented testimony and exhibits suppomm:
Oxy's contention that it must drill the Pirkie No. 2 at the proposed location. Mr. Sparkman

presented a Frost "A” Net Pay Map (Oxy Exh. S) that showrs 2 50° "thick™ trending nocih
northwest, south-southeast along the westem end of the Pirkle Unit. The thick centers on
the Seagull Willlamson No. 1 (see attached plat) which penetrnted, but was not con m!cm
in, 58" of Lower Pettit. The logs from the Williamson No. 1 indicate that the Frost "A7,
this location, is thick with good, uniform porosity and no significant tizh: zones. .'.f.
Sparkman testified that Oxy needs to drill the well close to an area of relanely thi -
reservoir to assure that the drainhole penetrates only productive lower Peitit and does - -
stray into overlying or underlying shale during drlling. Thicker cloaner reservoir,
according to Mr. Sparkman, will yield a better well.

!
OXY'S CORRELATIVE RIGHTS CASE i

Mr. Martin Wirth, a landman with Oxy, testified that the propo.-d location wics
necessary because south and east of the proposed location there were low, wot areo
poultry operations and residences. Mr. Wirth did not indicate how these features preciu i
another drill site and presented no other evidence of these surface impediments.

Mr. McCoy estimates that there are 1031 MMCF recoverable from under the sub:ect
lease in the Lower Pettit using vertical well technology (see Oxy Exhibits 10, 13 and 14).
If the estimated 372 MMCF additional recoverable reserves using horizontal well
technology are considered, the total recoverable reserves in the Lower Pettit are 1,403
MMCF (1031 MMCF + 372 MMCF). Based on decline curve analysis, f"e Pirkle Noo
(which produces from both the Upper and Lower Pettit) will produce another 1,053 MA CF
before abandonment at 111 psi. It is not known, however, how much of that 1,053 MMCF
would be produced from the Lower Pettit, only. Therefore, if one considers remaining
reserves recoverable with vertical well technology, only, Oxy will have rocovered its fair
share from the Lower Pettit by the time the Pirkle No. 1 is abandoned (1,031 MMCF
remaining share versus 1,053 MMCF at Pirkle No. 1 abandonment).

Assuming the proposed well will be drilled as a horizontal well, ool be 350
MMCF remaining recoverable reserves in the Lower Pettit when the Pirils No. |
abandoned (1,403 MMCF assuming 57 psi abandonment versus 1,053 MMCF remaining
in the Pirkle No. 1).

1

EXXON'S EVIDENCE AND POSITION §
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It s feasible to drill a lateral nto the Lower Pett pirkil "A-2" zone
thereby pemnmnngyto shut-in its Pirkle "A-2" zone In the Pirkle
No. 1 well. *

Szacey\\‘dnncr a geologist for Exxon, showed that there is proba! /.\'nos}g“ m:gr
barrier to gas flow berween the Frost "A" and Frost "B" zones. Herlogcorv» i0ns sirongly
suggest that there are no significant barriers to flow between the Frost "~ and "B" zones.
She also showed several logs where Oxy had perforated across the two 20 i

that even Oxy does not believe that the two zones are bydraulically separaty

Exxon reasons that, in the absence of any real Frost "A" thick, there is no reason
Oxy could not drill its Pirkle No. 2 within that area of the lease that would be lease-line
regular. Oxy contends that drilling the well, as Exxon would have it orienied, woul
it too close to the Pirkle Unit No. 3 (see attached plat) weil which logged sevy
zones in the Lower Pettit. As discussed earlier, Oxy believes it must drill the Pirkle M
in the thickest and cleanest Lower Pettit section possible.

Exxon’s drilling engineer, Mr. Robert Mefford, presented evidence xhai showed O s
chance of mechanical success for the proposed drainhole was 75%. He also testified that
Oxy could drill, for an additional $100,000, a sidetrack to the Pirkde "A-2%with a 907~
chance of mechanical success. Mr. Herman Acuna, engmeer testified (hat%he sidetrack
would be economical. The development costs would increase only from 0.31 MCE
0.40 S/MCF. §

EXAMINER'S OPINION

The examiners believe that Oxy is entitled to an exception to Rule
confiscation, and that it should be permitted to drill the Pirkle No. 2 any%
subject lease that is lease-line regular.

It was undisputed that Oxy will not be able to recover 350 MMCF if it is no:
permitted to drill a horizontal well on the lease. Therefore, an exception to
necessary. However, Oxy does not need a well at the requested location to r§:o rits fair .
share.

The examiners do not believe that the Frost "A" and "B" zones ure hyﬁrauhcai
separate as Oxy contends. The electric logs and completion data from wells in ¢

simply do not support that contention. Accordingly, there is no Frost "A™ thick for
target in drillir.g the horizontal well.
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It was undisputed that there will be significant drainage from off-lease #f Oxy
succeeds in producing the proposed well down to an abandonment pfessure of 57 psi . Oxy
did not produce any evidence suggesting that the proposed locatio nwa t
at which it could get the remainder of its fair share other than the evidence of a Frpst "A”
thick. In fact, Exxon demonstrated that a lease-line regular location Would be feasilile and
would allow Oxy to recover its share of hydrocarbons from the Lower Pertit.

Considering the potential for draining adjacent leases and t > beation
is not the only location at which Oxy could recover the remaind r of its fair shard in the
Lower Pettit, the proposed location is not reasonable, If permitted toldrill a horizontal well
on the lease, Oxy should be restricted to locations on the lease tha are lease-line regular
as shown on the hatchered area on Exxon Exhibit No. 2 and the ttached plat. {n this

manner, Oxy will be permitted to recover its fair share and drainage ¢f adjacent leases will
be minimized. '

Oxy argues that unless the proposed location fs granted, therg will be waste] This
argument is flawed. Waste only occurs if, due to some unusual urface or subsiirface
condition, there are no other regular locations from which the gds may be recotered.
Adjacent operators could just as casily drill horizontal wells at f gular location§ an!
recover the gas that Oxy plans on recovering with its horizontal well, Morcover weithe:
the Frost "A” thick nor the abandonment pressure of 57 psi constit
not found elsewhere in the reservoir.

FINDINGS OF FACT

Notice of hearing was given on May 9, 1995, to all designate operatots, lesgees of
record of tracts that have no designated operator, and owners of record of ufleased
mineral interests for each adjacent tract and each tract neareq

prescribed minimum lease-line spacing distance.

Oxy USA, Inc. ("applicant™) has applied on Form W-1 for a pefmit (o dril] No.
2 on the 640 acre Pirkle (029994) Lease ("subject lease" fand “subject well").
Applicant proposes to drill its well at a location 408’ from the fearest lease life and
2424’ from the nearest well. Applicant has applied for completion of its prdposed
well in the Carthage (Pettit, Lower Gas) Field ("Lower Pettit"), having spacingules
of 1320’ lease-line and 3960’ between-well spacing on 540 ag¢res. The Pirkle No.
1 is the only existing well in the applied-for field on the ubject lease dnd is
commingled with the Carthage (Pettit, Upper) Field ("Upper Pettit").

There are 1,031 MMCF remaining reserves recoverable from upder the Jease in (7.
Lower Pettit using vertical well technology, only. The Pirkle N 1, a verooal well
which produces from both the Lower Pettit and a separate Comn ‘ssion?designatcd
field, the Upper Pettit, will recover 1,053 MMCF before it is a andoned at 111 i,
It is not known how much of the remaining 1,053 MMCF in he Pirkle No. 1 wili
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be produced from the Lower Petﬁt and how muchrwm come from the Upper Pettt.
If the Pirkle No. 2 is drilled as a horlzontal well, the subject leasc will yield, ( ro?'x
“the Lower Pettit, 1,403 MMCF before the Pirkle No. 2 is abandoned at 57 psi.

The applicant will be prevented from recovering at least 350 MMCF of izs share of
“hydrocarbons in the Lower Pettit unless it is perrmtted to drill a horizontal well on
the subject lease.

i

There are no unique surface or subsurface conditions on or under the lease that
would require the Pirkle No. 2 to be drilled only where proposed.

a. The Frost "A" and the Frost "B* zones of the Lower Pculit are not

hydraulically separate.
b.  An abandonment pressure of 57 psi could be achieved at .ny leasc e

mgular location on the lease,

The applicant’s proposed locauon is not reasonable. Any lease line regular lpcition
on the subject lease is reasonable,

a. Where proposed, the Pirkle No. 2 wxll cause substantial dmlrmgv of
surroundmg leases, ,

b. There is no credible evidence that surface impediments would preclud: he
drilling of a well in that area of the subject lease that is regular withjre-; ot
to adjacent lease lines.

c. Lease-line regular locations on the subject lease afford the dpplic a
reasonable opportunity to recover its fair share. )

i

Proper notice of hearing was timely issued by the Railroad Commission (o

appropriate persons legally entitled to notice. i

All things necessary to the Commission attaining jurisdiction over the siibject muiier
and the parties in this hearing have been performed.

Exceptions to Statewide Rules 37 and 38 are necessary to prevent coriﬁsca 'on,

E.xcepuons to Statewide Rules 37 and 38 are not neceasary to pre»em waste
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The examiner’s recommend that the above findings and conclusions be adopted and
that the applicant, Oxy USA, Inc., be permitted to drill a horizontal well at any location
on the lease that is regular with respect to adjacent lease lines.

JTP/bjw




