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Booms-Busts Strangle Funding 

Industry R&D in a Depression 
By DAVID BROWN 

EXPLORER Correspondent 
Scott W. Tinker could be the 

industry's leading forward-thinker on oil 
and gas research. 

Unfortunately, his vision is 
disturbing. 

Why? Because Tinker sees 
petroleum research and development 
getting too little attention, too little 
funding. 

Spending on R&D has been slashed 
almost everywhere. And when research 
isn't developed to come on-line, sooner 
or later the innovation pipeline runs dry. 

Still, he remains optimistic about the 
outlook for new developments. 

"Research and technology have 
played a fundamental role in the oil and 
gas business for well over a century, 
and will continue to do so well into the 
21st century," Tinker said. 

"The exciting challenge we face in 
the U.S. today is developing a business 
model to fund energy research for the 
long haul." 

He should know. Research is his life. 
Tinker is director of the Bureau of 

Economic Geology at the University of 
Texas at Austin. A major oil and gas 
research center, the BEG pursues 
multi-year projects funded by industry 
consortia groups, the U.S. Departments 
of Energy and the Interior, the Minerals 
Management Service and the state of 
Texas. 

Earlier, he served as an advanced 
senior geologist at Marathon Oil's 
Petroleum Technology Center in 
Littleton, Colo. 

A former AAPG Distinguished 
Lecturer and recipient of the 
association's J.C. Sproule Memorial 
Award, Tinker has been a member of 
numerous national and international 
professional committees, including the 
DOE's Strategic Initiatives Task Force. 

He earned a bachelor's degree 
magna cum laude in geology and 
business administration at Trinity 
University in San Antonio, his master's 
degree at the University of Michigan
Ann Arbor and his doctorate in 
geological sciences at the University of 
Colorado, Boulder. 

Because of his background, he's 
had a close-up view of upstream 
research and its long slide. Funding for 
R&D has dropped from $5 billion to $2 
billion over the past decade, Tinker 
said, "and is on a strongly decreasing 
trend." 

'Moments of Brilliance' 

The DOE allocates only 4 percent of 
its $19 billion budget to energy 
research, and only 7 percent of that 4 
percent goes to oil and gas research, 
he noted. Nuclear, coal and renewable 
energy share equal claim to the other 
93 percent of the research funding 

Federal spending has remained 
close to $100 million per year for true 
oil and gas research, Tinker said, but 
the initial 2002 budget proposal from 
President George W. Bush would cut 
that amount in half. 

Money has dried up, or is drying up, 
for other research as well. Tinker said 
the Gas Research Institute (GRI) at one 
time funded close to $200 million per 
year in gas-related research. GRl's 
support came from a Federal Energy 
Regulatory Commission-mandated 
surcharge on interstate gas sales. The 
surcharge will be phased out, however, 
producing an estimated $70 million this 
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"The problem they're facing is a very 

significant decrease in funding from the 

private sector." 

year, $60 million in 2002-2004, and 
nothing after that. 

To regroup, GRI combined with 
another organization and now operates 
as the Gas Technology Institute. 

Other research centers affiliated with 

universities or state geological surveys 
fight their own rounds to cope with 
reduced industry R&D spending, 
according to Tinker. 

"There are still several centers that 
do oil and gas research," he said. "The 

problem they're facing is a very 
significant decrease in funding from the 
private sector." 

At one time, Tinker noted, the 
largest U.S. oil companies supported 
their own, independent research 
operations. 

"They weren't asked to justify 
themselves on an hourly or daily or 
even a weekly basis," he said. "Their 
return on investment and that sort of 
quarterly profit picture wasn't part of the 
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Be The First On Your Block PGS announces the continuation of our

Gulf of Mexico multi-client 4C program. Call now to maximize the value of your reservoirs. 

For your Gulf of Mexico interests, our 

multi-client 4C survey will help you get 

a clearer picture of your reservoirs' 

potential. PGS' multi-component data, 

acquired using an orthogonal design,· 

yields the wide-azimuth illumination needed to accu

rately peer through gas clouds and image "invisible" 

reservoirs and comple><: structures common in the Gulf 

of Mexico. With PGS' high-quality 4C data, you'll gain 

improved insight into the value of your shelf assets. 

PGS was the first company to shoot and 

deliver 3D final pre-stack time-migrated 

P-wave and C-wave data volumes in

the Gulf of Mexico. Our proven ability 

to deliver final 4C volumes in a timely 

manner means you can spend your 

time working the data, not waiting for it. 

If you would like to participate in this important and 

timely multi-client 4C survey, contact Century Seismic 

or PGS Reservoir Services now. 

PetroTrac'M PGs sum oF SE1sM1c TEcHN0LoG1Es 

PGS' multi-component technology is an integral part of its Petro Trac Suite of 

Seismic Technologies. Petro Trac is focused entirely on the optimization of 

reservoir performance. Petro Trac is a trademark of Petroleum Geo-Services. 

OILFIELD TECHNOLOGY SOLUTIONS 
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Bush Brothers Face Off 

Florida's 'BackYard' on Front Burner 
By LOUISE S. DURHAM 

EXPLORER Correspondent 
The handwriting was on the wall 

when a leading U.S. auto manufacturer 
announced production of a 10-mile-to
the-gallon behemoth to make the 
suburban trek between home and the 
ubiquitous coffee emporia. It was a 
sure sign the nation's latest energy
guzzling bender had spun out of 
control. 

The aftermath of the longtime party: 
A national "energy crisis" that's shaping 
up to be one doozy of a hangover. 

There's the expected hue and cry 
from that segment of the citizenry that 
considers cheap gasoline to be its 
birthright; the governor of California 
threatening to seize a major energy 
supplier's power plants; and the chant 
of "NIMBY" - or Not In My Back Yard -
resonating throughout the petroleum
gorging state of Florida. 

The upside to this mess It appears 
the United States. might finally get a 
viable energy policy, provided its 
planners and supporters can hold their 
ground once the draft of the policy 
goes before the recently-rebalanced 
Congress. 

Total national energy self-sufficiency 
may be only a pipe dream. Yet, there 
are some vast, previously-untapped 
hydrocarbon resources that could do 
much to stem the tide of dwindling 
domestic production, such as the 
Arctic National Wildlife Refuge 
(ANWR), Rocky Mountain federal lands 
and certain offshore Gulf of Mexico 
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non-invasive 25-year production history 
from Alaska's Prudhoe Bay as proof 
positive that the coastal plain of ANWR 
can be explored and developed 
without harming the environment. 

Edging ANWR off the front pages 

lately is the rising rage within Florida 
over the proposed Outer Continental 
Shelf (OCS) lease sale under the aegis 
of the Minerals Management Service 
(MMS) in the eastern GOM, where 
some impressive accumulations of 
hydrocarbons are projected to exist 
( see related story, page 13). 

Adding intrigue to the hot issue is 
the sibling tug-of-war it's triggered 
between Sunshine State Governor Jeb 
Bush, who opposes the sale, and 
proponent George W Bush. 

Defining the Need 

The proposed Lease Sale 181 
would be the first in the eastern GOM 
since 1988. 

The sale area encompasses about 
5.9 million acres, or roughly 8 percent 
of the total Eastern Planning Area. It 
includes 120 blocks in a narrow band 
offshore Alabama, along with 913 
blocks in deeper water closer to 
Louisiana than Florida and adjacent to 
the prolifically productive Mississippi 
Canyon area in the Central GOM. 

The program boundaries were 
carefully drawn to accommodate 
Florida's long-standing demand for a 
100-mile buffer zone from its coastline,
as well as a more recent request by the
state of Alabama for a 15-mile buffer
offshore Baldwin County

Hydrocarbon resource numbers for 
the largely unexplored acreage 

See Florida Activity, page 14 

Look deep, and you'll find what sets us apart 

• in-line swath shooting for superior evaluation of amplitudes

• long offsets recorded (in excess of 40,000') for superior evaluation of the deeper section

• prestack time migration and AVO reprocessing of our data base and

• all new programs recorded 4 component - our technological commitment to the future.

======================================-:======================== ---=--::-:_-=-�==:; 









16 
AAPG 

Ex-Raider Eyes High Quality H2O Deal 

Pickens Jumps Into Water Market 
By KATHY SHIRLEY 

EXPLORER Correspondent 
Don't look now, but T. Boone Pickens 

is in the news again. 
Before, that often meant bad news in 

some quarters. Pickens, an AAPG 
member since 1954, was branded a 
corporate raider by newspapers, 
magazines, networks and opposing 
managements back in the 1980s when 
his firm, Mesa Petroleum, made hostile 
takeover bids for companies he felt were 
undervalued and mismanaged. 

It's not a stretch to suggest that 
Pickens, as much as any person 
connected to the oil industry, is largely 
responsible for the look and structure of 
today's corporate America - and of the 
world. 

But today Pickens is dealing with 
something other than undervalued 
companies. 

Or oil, for that matter. 
Today, Boone Pickens is dealing with 

water. 
Ironically, Pickens Mesa Vista Ranch 

on the high plains of the Texas 
Panhandle is in danger of being raided -
raided of the water that lies beneath the 
rugged land. 

And Pickens knows all too well that in 
today's Texas, water is as potentially 
valuable as oil. 

Rules of Capture 

In 1997 the Canadian River Municipal 
Water Authority announced it had 
purchased 43,000 acres of water rights 
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in the area just south of Pickens' ranch in 
Roberts County, Texas, and planned to 
develop the water field. T hen, the city of 
Amarillo bought 71,000 acres of water 
adjacent to Pickens' ranch, with plans to 
develop the resource in 25 years. 

"These developments got my 
attention," Pickens recently told the 
EXPLORER. "T he CRMWA and Amarillo 
basically put other landowners on notice 
they were going to start draining us. I felt 
we had no choice but to start selling our 
surplus water or lose it to drainage. 

"Under the rule of capture we would 
have no recourse to prevent CRMWA 
and Amarillo from draining the reservoir 
under our land." 

In Texas all surface water is 
considered public, but groundwater is 
privately owned. Under the rule of 
capture a landowner can pump water 
without regard for his neighbors. 

T he region of the Texas Panhandle 
that encompasses Roberts, Lipscomb, 
Hemphill and Ochiltree counties is one of 
the last remaining untapped portions of 
the Ogallala Aquifer, the largest aquifer in 
the United States. In other regions - from 
just south of Lubbock all the way to the 
South Dakota border - the aquifer has 
been tapped for over 50 years, primarily 
for irrigation. 

T his four-county section of the Texas 
Panhandle, however, is too rough to 
farm, and the aquifer has remained 
untouched. Of the total 2.22 million acres 
in the four counties, only about 100,000 
acres have been irrigated. 

Initially, Pickens approached 

Pickens 

CRMWA, which provides water to 11 
communities in the Texas Panhandle and 
south plains, and the city of Amarillo, and 
offered his water rights for sale as well. 
T hey declined, however, so Pickens then 
went to his neighbors to ask if they would 
join in his efforts to market and sell the 
water rights under their land. 

He formed Mesa Water Inc., and 
currently has about 150,000 acres with 
3.3 million acre-feet of usable 
groundwater under lease - twice as 
much water as CRMWA and Amarillo. 

In addition to banning together with 
neighboring ranchers, Pickens has 
purchased an agency agreement 
covering 65,000 acres of land from 
Ouixx, a subsidiary of Southwestern 
Public Service Company - the same firm 

that sold 43,000 acres of water rights to 
CRMWA. 

Under the agreement Pickens' group 
will market water from the Ouixx land. 

Establishing Guidelines 

Although several months ago it 
looked as though Mesa Water would run 
into some problems with the area's 
governing Panhandle Groundwater 
Conservation District (permit applications 
were tabled earlier this year), Pickens' 
group and the district reached an 
agreement in early April that allows Mesa 
Water the same deal as CRMWA. 

According to reports, the permits 
issued to CRMWA and Amarillo allowed 
those operators to pump one-acre foot of 
water annually per acre owned. 

At the time of Pickens' application, a 
study based on a hydrologist's report 
was used regarding regional conditions 
and ramifications of the proposed 
activity. A subsequent study, however, 
indicated that the increased projected 
pumping would deplete the aquifer faster 
than the water district's original study 
indicated. 

Pickens then insisted that all parties 
be treated equitably, and after weeks of 
negotiations the two sides reached an 
agreement. Now the permits allow one 
acre-foot of water for each acre owned -
with provisions that pumping rates can 
be adjusted if depletion proves to be at a 

continued on next page 

"Shell U.K. Exploration and 

Production successfully used 

Petrel to make a structural model 

of the company's highly complex 

North Cormorant reservoir" 












































