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1 (8:51 a.m.) 

2 EXAMINER GOETZE: Case 15225, a p p l i c a t i o n 

3 of JLA Resources Company f o r a nonstandard o i l spacing 

4 and p r o r a t i o n u n i t , unorthodox o i l w e l l l o c a t i o n and 

5 compulsory pooling, Lea County, New Mexico. 

6 C a l l f o r appearances. 

7 

8 

MR. BRUCE: Mr. Examiner, Jim Bruce of 

Santa Fe representing the Applicant. I have two 

9 witnesses. 

10 EXAMINER GOETZE: Any other appearances? 

11 W i l l the witnesses please stand, state your 

12 name f o r the court reporter and be sworn in? 

13 MR. SCOTT: George Scott. 

14 MR. RICE: Rusty Rice. 

15 (Mr. Scott and Mr. Rice sworn.) 

16 EXAMINER GOETZE: Proceed, Mr. Bruce. 

17 RUSTY RICE, 

18 a f t e r having been f i r s t duly sworn under oath, was 

19 questioned and t e s t i f i e d as fol l o w s : 

20 DIRECT EXAMINATION 

21 BY MR. BRUCE: 

22 Q. Mr. Rice, where do you reside? 

23 A. Dallas, Texas. 

24 Q. And what profession are you in? 

25 A. I'm a petroleum landman. 
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1 Q. What i s your r e l a t i o n s h i p t o JLA Resources 

2 Company? 

3 A. I've known JLA f o r 20-plus years. He's a 

4 partner of mine i n other p r o p e r t i e s . 

5 Q. So you're working e s s e n t i a l l y as a c o n t r a c t o r 

6 f o r JLA? 

7 A. Correct. 

8 Q. Have you pr e v i o u s l y t e s t i f i e d before the 

9 Division? 

10 A. I have not. 

11 Q. Would you please summarize your educational and 

12 employment background f o r the Examiner? 

13 A. Graduated from the U n i v e r s i t y of Oklahoma i n 

14 1982 i n petroleum land management. I've worked i n the 

15 i n d u s t r y ever since. 

16 Q. Mainly as an independent? 

17 A. A c t u a l l y probably 50/50. I worked f o r Marathon 

18 O i l Company i n search e x p l o r a t i o n and then as an 

19 independent. 

20 Q. And i n your association w i t h JLA, do you do 

21 work f o r them i n t h i s area of New Mexico? 

22 A. Yes. 

23 Q. And are you f a m i l i a r w i t h the land matters 

24 involved i n t h i s a p p l i c a t i o n ? 

25 A. I am. 
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1 MR. BRUCE: Mr. Examiner, I tender Mr. Rice 

2 as an expert petroleum landman. 

3 EXAMINER GOETZE: He i s so q u a l i f i e d . 

4 ' Q. {BY MR. BRUCE) Mr. Rice, would you i d e n t i f y 

5 E x h i b i t 1 f o r the Examiner? T e l l us about the land 

6 involved. 

7 A. Ex h i b i t 1 i s a Tobin land map t h a t designates 

8 the area we have under lease c u r r e n t l y , and i t ' s two 

9 160-acre quarter sections. 

10 Q. And l e t ' s see. The le g a l i s Section 2 of 13 

11 South, 37 East? 

12 A. Correct. 

13 Q. Now, on t h i s p l a t , I've h i g h l i g h t e d two 

14 adjacent 40-acre t r a c t s . Is t h a t the w e l l u n i t you seek 

15 f o r t h i s ? 

16 A. Yes, that i s c o r r e c t . 

17 Q. What i s name of the w e l l t h a t you intend to 

18 d r i l l ? 

19 A. The Kinsolving 2-1. 

20 Q. And t h i s i s a Devonian test? 

21 A. Correct. 

22 MR. BRUCE: Mr. Examiner, i t i s i n the 

23 Southwest Gladiola-Devonian pool, and t h a t i s yeah, 

24 the Southwest Gladiola-Devonian pool, which includes 

25 acreage i n adjoining southeast quarter of Section 35 to 
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1 the north, and i s on statewide r u l e s . 

2 Q. (BY MR. BRUCE) Now, the spacing i s 40 acres. 

3 Just b r i e f l y , why does JLA seek a nonstandard 80-acre 

4 unit? 

5 A. We want t o d r i l l the w e l l on the peak of the 

6 s t r u c t u r e , and i t 1 s going t o be one w e l l t o d r a i n the 

7 e n t i r e f e a t u r e . 

8 Q. And as a r e s u l t , i n order t o d r i l l at the top 

9 of the s t r u c t u r e , i s the w e l l at an unorthodox l o c a t i o n ? 

10 A. Correct. 

11 Q. And I believe — 

12 EXAMINER GOETZE: May I i n t e r r u p t f o r a 

13 moment? 

14 MR. BRUCE: Yes, s i r . 

15 EXAMINER GOETZE: Does t h i s not have an 

16 e x i s t i n g s p e c i a l pool rule? The Southwest 

17 Gladiola-Denton pool has Order Number R-1724. 

18 MR. BRUCE: Well, I looked on the 

19 Division's Web s i t e and I d i d n 1 t see t h a t , Mr. Examiner. 

20 EXAMINER GOETZE: Well, we do our best t o 

21 t r y to confuse the people, so I'm a f r a i d we've been 

22 successful today. 

23 (Laughter.) 

24 MR. BRUCE: I t w o u l d s t i l l be u n o r t h o d o x . 

25 I t w i l l s t i l l be a nons t anda rd u n i t . 
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1 EXAMINER GOETZE: Yes, because i t would 

2 s t i p u l a t e 80 acres, be i t the south h a l f , north h a l f , 

3 east h a l f or west h a l f , of a one-quarter governmental 

4 u n i t , so you're s t r e t c h i n g i t across two sections. You 

5 are s t i l l doing 80 acres. 

6 THE WITNESS: Yes, s i r . 

7 EXAMINER GOETZE: That's f i n e . 

8 MR. BRUCE: And f o r the record, the 

9 l o c a t i o n i s 1,750 fee t from the north l i n e and 30 fee t 

10 from the east l i n e , and we have a geologist to t e s t i f y 

11 about the l o c a t i o n . 

12 Q. (BY MR. BRUCE) And the l o c a t i o n i s d e f i n i t e l y 

13 based on geology? 

14 A. Correct. 

15 EXAMINER GOETZE: I would also i n t e r r u p t 

16 you at t h i s p o i n t . I t w i l l be nonstandard because 

17 Rule 3 of the special rules i s 150 fee t from the center, 

18 one of those o l d wonderful l o c a t i o n s . 

19 MR. BRUCE: Makes i t even more unorthodox. 

20 EXAMINER GOETZE: Yes, i t w i l l . So we have 

21 f a l l e n i n the r i g h t way with t h i s a p p l i c a t i o n . 

22 Continue, Mr. Bruce. 

23 Q. (BY MR. BRUCE) Now, these are both fee t r a c t s ; 

24 are they not? 

25 A. Correct. 
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1 Q. And have you spent extensive time researching 

2 t i t l e and leasing the i n t e r e s t owners i n the --

3 A. Almost a year, since the f i r s t day we ran t i t l e 

4 to today. 

5 Q. And are there s t i l l -- I'd r e f e r you to E x h i b i t 

6 2. Are these the only people you have been unable t o 

7 lease at t h i s point? 

8 A. Correct. 

9 Q. And what i s t h e i r combined approximate 

10 i n t e r e s t ? 

11 A. About 3.2 percent. 

12 Q. And would t h a t be i n the Section 2 land or the 

13 Section 1 land? 

14 A. Section 2. 

15 Q. Okay. So you leased up everybody i n the 

16 northwest quarter of Section 1? 

17 A. That i s c o r r e c t . I co r r e c t myself. I t ' s about 

18 2 percent, 3.2 net acres. 

19 Q. Oh, okay. 

20 And d i d you attempt t o lease these people? 

21 A. I d i d . 

22 Q. And d i d they ever respond to you? 

23 A. I had some responses v i a c e r t i f i e d m a i l . I had 

2 4 some responses from other h e i r s of the p a r t i e s , but 

25 never got an actual response v e r b a l l y from the p a r t i e s 
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1 l i s t e d on the e x h i b i t . 

2 Q. And d i d you then f o l l o w up and more r e c e n t l y 

3 send the i n t e r e s t owners a well-proposal l e t t e r ? 

4 A. I d i d . 

5 Q. And i s t h a t r e f l e c t e d i n E x h i b i t 3? 

6 A. I t i s . 

7 Q. And i n your search, could you describe b r i e f l y 

8 what you d i d t o t r y t o trac k down these people. I 

9 presume there are a l o t of o u t - o f - s t a t e people? 

10 A. There were a l o t of them. A few of them were 

11 located i n C a l i f o r n i a . I had landmen go i n and research 

12 the county records, both d i r e c t and reverse. We used 

13 d i f f e r e n t Web s i t e s , plus the white pages f o r the 

14 addresses required. 

15 Q. And one of the i n t e r e s t owners noted on E x h i b i t 

16 2 i s Anna Marguerite Bachman C h a f f i n . Is she an h e i r of 

17 two other i n t e r e s t owners -- deceased i n t e r e s t owners? 

18 A. We assume she i s . We could not f i n d probate 

19 from a landman t h a t I h i r e d i n Los Angeles, C a l i f o r n i a 

20 t o look i n t o the records there. 

21 Q. And were the two decedents Anna M. Cha f f i n and 

22 Joseph Bachman? 

23 A. We assume. 

24 Q. And they were deceased? The landman determined 

25 t h a t they had been deceased f o r decades? 
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1 A. Yes, s i r . 
i 

2 Q. I n your opinion, has JLA made a good-faith 

3 e f f o r t , number one, to locate the i n t e r e s t owners and, 

4 number two, to lease t o them or get them to j o i n i n the 

5 well? 

6 A. Yes, s i r . 

7 

8 

Q. Could you i d e n t i f y E x h i b i t 4 f o r the Examiner? 

A. The AFE f o r the estimated costs f o r d r i l l i n g 

9 and completing the w e l l . 

10 Q. What i s the estimated completed w e l l cost? 

11 A. I apologize. I didn ' t b r i n g t h a t w i t h me. 

12 I t ' s i n my briefcase. 

13 The dry-hole cost i s about $2 m i l l i o n . The 

14 completed w e l l cost t o t a l i s 3.1. 

15 Q. And are these costs i n l i n e w i t h the costs of 

16 other wells d r i l l e d t o t h i s depth i n t h i s area of 

17 New Mexico? 

18 A. Yes, s i r . 

19 Q. And who should be appointed an operator of the 

20 well? 

21 A. JLA i s going to appoint Sojourner D r i l l i n g 

22 Corporation as the operator. 

23 MR. BRUCE: Mr. Examiner, t h a t was a name I 

24 wasn't f a m i l i a r w i t h , but they are a licensed operator 

25 under the OCD's -- i n the OCD's l i s t of operators. 
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1 EXAMINER GOETZE: We r e a l l y l i k e surprises. 

2 So Sojourner i s who you're going to appoint 

3 as operator of the unit? 

4 THE WITNESS: Yes, s i r . 

5 MR. BRUCE: Yes. 

6 EXAMINER GOETZE: Continue. 

7 Q. (BY MR. BRUCE) Do you have a recommendation f o r 

8 the amounts which the operator should be paid f o r 

9 supervision and ad m i n i s t r a t i v e expenses? 

10 A. Yes, s i r . 7,500 f o r supervision, 7 50 f o r 

11 monthly overhead. 

12 Q. And are these amounts f a i r and equivalent t o 

13 those charged by other operators i n t h i s area f o r wells 

14 of t h i s depth? 

15 A. That's what I understand. Yes, s i r . 

16 Q. Do you request t h a t the rates be p e r i o d i c a l l y 

17 adjusted as provided by the COPAS accounting procedure? 

18 A. Yes, I do. 

19 Q. Do you request a maximum cost plus 200 percent 

20 r i s k charge i f any i n t e r e s t owner goes nonconsent i n the 

21 well? 

22 A. Yes, s i r . 

23 Q. And were the p a r t i e s being -- the locatable 

24 p a r t i e s being pooled n o t i f i e d of t h i s application? 

25 A. Yes. 
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1 Q. And i s t h a t r e f l e c t e d i n the A f f i d a v i t of 

2 Notice marked as E x h i b i t 5? 

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

4 MR. BRUCE: Mr. Examiner, i f you look at 

5 the l a s t page of E x h i b i t 5, y o u ' l l n o t i c e I have one 

6 green card t h a t wasn't returned. That was Sidney Roger 

7 Davis, at a s t r e e t address, but i f you'11 look at the 

8 page i n f r o n t of t h a t , y o u ' l l see t h a t he d i d receive 

9 notice at his P.O. Box i n Austin. So I don't t h i n k 

10 there i s any defect i n the t i t l e or i n the n o t i c e . 

11 And, Mr. Examiner, E x h i b i t 6 i s a copy of 

12 the notice t h a t I sent t o the Lovington Newspaper twice 

13 t o be published, and I haven't gotten the A f f i d a v i t of 

14 P u b l i c a t i o n back. I e-mailed them yesterday and never 

15 heard back from them again. Because I don't have t h a t , 

16 I would request t h a t at the conclusion of t h i s case, the 

17 case be continued t o the November 20th hearing s o l e l y 

18 f o r the purpose of o b t a i n i n g proper n o t i c e as to the 

19 deceased persons i n the chain of t i t l e . 

20 Q. (BY MR. BRUCE) Mr. Rice, were E x h i b i t s 1 

21 through 6 prepared by you or under your supervision or 

22 compiled from company business records? 

23 A. Correct. 

24 Q. I n your o p i n i o n , i s t he g r a n t i n g o f t h i s 

2 5 a p p l i c a t i o n i n t he i n t e r e s t o f c o n s e r v a t i o n and t he 
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1 prevention of waste? 

2 A. Yes. 

3 MR. BRUCE: Mr. Examiner, I ' d move the 

4 admission of E x h i b i t s 1 through 6. 

5 EXAMINER GOETZE: E x h i b i t s 1 through 6 are 

6 so entered. 

7 

8 

(JLA Resources Company E x h i b i t Number 1 

through 6 were o f f e r e d and admitted i n t o 

9 evidence.) 

10 MR. BRUCE: I have nothing f u r t h e r of the 

11 witness. 

12 EXAMINER GOETZE: I have no questions. 

13 Bring your next witness. 

14 GEORGE SCOTT, 

15 a f t e r having been p r e v i o u s l y sworn under oath, was 

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

17 DIRECT EXAMINATION 

18 BY MR. BRUCE: 

19 Q. Mr. Scott, where do you reside? 

20 A. Cedar Crest, New Mexico. 

21 Q. And what i s your profession? 

22 A. Petroleum g e o l o g i s t . 

23 Q. What i s your r e l a t i o n s h i p to JLA i n t h i s case? 

24 A. I'm working f o r them i n a co n s u l t i n g capacity. 

25 Q. Have you pr e v i o u s l y t e s t i f i e d before the 
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1 D i v i s i o n as a geologist? 

2 A. Yes, s i r . 

3 Q. And were your c r e d e n t i a l s as a petroleum 

4 geologist accepted and made a matter of record? 

5 A. Yes, s i r . 

6 Q. Are you f a m i l i a r w i t h the geology i n t h i s 

7 prospect? 

8 A. Yes, s i r . 

9 MR. BRUCE: Mr. Examiner, I tender 

10 Mr. Scott as an expert petroleum g e o l o g i s t . 

11 EXAMINER GOETZE: He i s so q u a l i f i e d . 

12 Q. {BY MR. BRUCE) Mr. Scott, could you i d e n t i f y 

13 what E x h i b i t 7 i s f o r the Examiner and t e l l him what JLA 

14 i s t r y i n g t o do i n t h i s case? 

15 A. Yes, s i r . 

16 E x h i b i t 7 i s a s t r u c t u r e map on top of the 

17 Devonian, and i t ' s p r i n c i p a l l y put together from w e l l 

18 c o n t r o l , w i t h the exception of the prospect area where 

19 they used 2D seismic l i n e t o map a s t r u c t u r a l closure of 

2 0 approximately 100 fee t w i t h respect t o the dry hole t h a t 

21 i s located and numbered on the map as number nine. 

22 Number ten shows the w e l l l o c a t i o n , which 

23 i s r i g h t on the l e a s e l i n e , and t h a t i s at the best 

24 s t r u c t u r a l p o s i t i o n based on the i n t e r p r e t a t i o n of the 

25 seismic data. 
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1 Q. And when d r i l l i n g ' D e v o n i a n w e l l s , i t ' s 

2 e s s e n t i a l t o d r i l l at the highest s t r u c t u r a l p o s i t i o n ? 

3 A. Absolutely. 

4 Q. And i f you don't, chances are you might get a 

5 water w e l l rather than an o i l well? 

6 A. Yes. Exactly. 

7 Q. I f you could move on to your cross section and 

8 discuss t h a t . 

9 A. Yes, s i r . 

10 Okay. The cross section i s composed of 

11 wells going from the north to the south d i r e c t i o n , and 

12 i t cuts through the Gladiola F i e l d . As you move from 

13 the wells and moving p a r t i c u l a r l y from wells Number, oh, 

14 5, 6 and then going through 7, 8, 9, from Number 6 to 7, 

15 8 and 9, you're climbing down s t r u c t u r a l l y . The Well 

16 Number 11 i s i n a low -- i n a s t r u c t u r a l low, and the 

17 proposed w e l l , which i s w e l l Number 10, i s d r i l l e d on an 

18 a n t i c i p a t e d high, based on the i n t e r p r e t a t i o n of the 

19 s t r u c t u r a l data. And t h a t should provide enough 

2 0 s t r u c t u r a l closure to give about 100 f e e t of the 

21 r e s e r v o i r pay. 

22 Q. I n looking at the request f o r the 80-acre u n i t , 

23 the nonstandard u n i t , w i l l both quarter-quarter sections 

24 c o n t r i b u t e t o production? 

25 A. Yes. 
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1 Q. And from a geologic standpoint, looking at the 

2 we l l l o c a t i o n , would you, as a ge o l o g i s t , recommend the 

3 operator d r i l l i n g two wells on t h i s 80 acres? 

4 A. I would d r i l l one w e l l because of the f a c t t h a t 

5 these are water d r i v e r e s e r v o i r s . You get r e l a t i v e l y 

6 high e f f i c i e n c y recovery. One w e l l should d r a i n the 

7 perspective acreage. 

8 Q. And, t h e r e f o r e , w i t h the unorthodox l o c a t i o n 

9 and the nonstandard u n i t , y o u ' l l be preventing waste by 

10 minimizing w e l l costs? 

11 A. Yes. 

12 Q. Not to mention d r i l l i n g at the most 

13 s t r u c t u r a l l y advantageous p o s i t i o n ? 

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

15 Q. That would be your best chance f o r d r i l l i n g an 

16 economic well? 

17 A. Yes. 

18 Q. As f o r the preparation of the e x h i b i t s , d i d you 

19 work i n as s o c i a t i o n w i t h another geologist? 

20 A. Yes. Jerry -- Jerry Stokes was the geo l o g i s t 

21 t h a t compiled t h i s data. 

22 Q. Have you reviewed t h a t data? 

23 A. Yes, extens i v e l y . 

2 4 Q. And do you agree w i t h the i n t e r p r e t a t i o n as set 

25 f o r t h i n these e x h i b i t s ? 
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1 A. Yes. I concur w i t h the in f o r m a t i o n as i t ' s 

2 been presented. 

3 Q. In your opinion, w i l l the gr a n t i n g of t h i s 

4 a p p l i c a t i o n be i n the i n t e r e s t of conservation and the 

5 prevention of waste? 

6 A. Yes. 

7 MR. BRUCE: Mr. Examiner, I'd move the 

8 admission of E x h i b i t s 7 and 8. 

9 EXAMINER GOETZE: E x h i b i t s 7 and 8 are so 

10 entered. 

11 (JLA Resources Company E x h i b i t Numbers 7 

12 and 8 were o f f e r e d and admitted i n t o 

13 evidence.) 

14 MR. BRUCE: I have no f u r t h e r questions of 

15 the witness. 

16 CROSS-EXAMINATION 

17 BY EXAMINER GOETZE: 

18 Q. One c l a r i f i c a t i o n here. We do have a series of 

19 f a u l t i n g t o the west. I n your proposed spacing u n i t , 

2 0 the 8 0 acres, you do not a n t i c i p a t e any f a u l t i n g ? 

21 A. No, s i r . We have no evidence of f a u l t i n g . 

22 You've got some major north-south f a u l t s along the west 

23 side of these f i e l d areas, but where we are located --

24 w i t h t h i s w e l l l o c a t i o n , we're up on a s t r u c t u r a l 

25 p l a t f o r m , and we don't a n t i c i p a t e any f a u l t i n g or 
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1 c e r t a i n l y not any s i g n i f i c a n t f a u l t i n g . 

2 Q. And you p u l l e d t h i s o f f the 2D seismic l i n e a l l 

3 the way o f f t o the a n t i c i p a t e d location? 

4 A. Yes, s i r . 

5 Q. Okay. 

6 EXAMINER GOETZE: I have no f u r t h e r 

7 questions f o r t h i s witness. 

8 MR. BRUCE: Mr. Examiner, the only t h i n g I 

9 have i s an order from a s i m i l a r case I d i d l a s t year, a 

10 Devonian nonstandard l o c a t i o n , and I would submit t h a t . 

11 EXAMINER GOETZE: We'll go ahead and make 

12 note t h a t as an example Case Number 15008, Order Number 

13 R-13736 provides a s i m i l a r template regarding t h i s type 

14 of a c t i v i t y . 

15 MR. BRUCE: That i s a l l I have, 

16 Mr. Examiner. 

17 EXAMINER GOETZE: Very good. Considering 

18 we s t i l l have an a f f i d a v i t outstanding, we w i l l go w i t h 

19 the extension and continuance of Case 15225 u n t i l 

20 November 20th. 

21 (Case Number 15225 concludes, 9:10 a.m.) 

22 

2 3 ' 6 0 h < " % °y c e r m y »al the foreg«tna „ 
a •or,.p-leie record of tht proctwdtags in 

2 4 *• Examiner h«orlm^U^w No. I5Z2~£ 

— — — i M M M ^ _ _ , — — ^ ^ ^ ^ ^ ^ ^ — — 
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