
1 
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This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, November 9 t h , 2006, a t the 

New Mexico Energy, Minerals and Natural Resources 

Department, 1220 South Saint Francis Drive, Room 102, Santa 

Fe, New Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter 

No. 7 f o r the State of New Mexico. 

* * * 
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A P P E A R A N C E S 

FOR THE DIVISION: 

DAVID K. BROOKS, JR. 
Assistant General Counsel 
Energy, Minerals and Natural Resources Department 
1220 South St. Francis Drive 
Santa Fe, New Mexico 87505 

FOR THE APPLICANT: 

HOLLAND & HART, L.L.P., and CAMPBELL & CARR 
110 N. Guadalupe, Suite 1 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
By: WILLIAM F. CARR 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:44 a.m.: 

EXAMINER CATANACH: At t h i s time I ' l l c a l l Case 

13,813, the A p p l i c a t i o n of OXY USA WTP L i m i t e d Partnership 

f o r compulsory p o o l i n g , Eddy County, New Mexico. 

C a l l f o r appearances. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe o f f i c e of Holland and 

Hart, L.L.P. We represent OXY USA WTP L i m i t e d Partnership 

i n t h i s matter, and I have one witness. 

EXAMINER CATANACH: Any a d d i t i o n a l appearances i n 

t h i s case? 

Okay, please swear the witness then. 

(Thereupon, the witness was sworn.) 

DAVID RAY EVANS, 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon 

h* oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

A. David Ray Evans. 

Q. Mr. Evans, where do you reside? 

A. 1506 Douglas, Midland, Texas. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

5 

Q. By whom are you employed? 

A. OXY USA WTP Lim i t e d Partnership. 

Q. And what i s your c u r r e n t p o s i t i o n w i t h OXY? 

A. Land n e g o t i a t o r . 

Q. Have you p r e v i o u s l y t e s t i f i e d before the New 

Mexico O i l Conservation D i v i s i o n ? 

A. Yes, I have. 

Q. And a t the time of t h a t testimony were your 

c r e d e n t i a l s as an expert i n petroleum land matters accepted 

and made a matter of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case on behalf of OXY? 

A. Yes. 

Q. And are you f a m i l i a r w i t h the s t a t u s of the lands 

i n the area t h a t i s the subject of t h i s case? 

A. Yes. 

MR. CARR: Are the witness's c r e d e n t i a l s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Mr. Evans, would you b r i e f l y s t a t e 

what i t i s t h a t OXY seeks w i t h t h i s A p p l i c a t i o n ? 

A. OXY i s lo o k i n g f o r a p o o l i n g order from the 

surface t o the base of the Morrow formation under the 

f o l l o w i n g standard u n i t s : i n the south h a l f of Section 9, 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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17 South, Range 29 East, Eddy County, New Mexico, that's 

the south h a l f , f o r a l l formations and a l l pools developed 

on 320 spacing, which includes but not l i m i t e d t o the 

Undesignated South Empire-Morrow Gas Pool, the Undesignated 

Atoka, North Grayburg-Atoka Gas Pool, the southwest guarter 

f o r a l l formations and the pools developed on 160-acre 

spacing. 

Q. There are no 80-acre spacing fee pools i n t h i s 

area, are there? 

A. There are not. 

Q. And a l l interests i n the 40 acres on which the 

well i s located are going to be v o l u n t a r i l y committed t o 

the well? 

A. Correct. 

Q. What i s the well t o which you propose t o dedicate 

these pooled units? 

A. OXY Flameskimmer State Com Number 1. 

Q. And where w i l l that well be d r i l l e d ? 

A. I t ' s located 1650 feet from the south l i n e , 1980 

from the west, Unit K, Section 9. 

Q. And that's a standard location? 

A. Yes. 

Q. Let's go to what's been marked OXY Exhibit Number 

1. Would you i d e n t i f y t h i s and review i t f o r Mr. Catanach? 

A. Exhibit 1 i s the p l a t f o r the OXY Flameskimmer 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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State Com Number 1 location and the outlines of the two 

spacing. 

Q. Primary objective i n t h i s well i s what? 

A. The Morrow. 

Q. I think before we go on, i t might be h e l p f u l t o 

review f o r the Examiner the status of the voluntary 

commitment of the lands i n t h i s spacing u n i t . Who has 

v o l u n t a r i l y joined? 

A. BP Petroleum. 

Q. What i s the status of the Chevron interest? 

A. Currently negotiating f i n a l terms. 

Q. Would you anticipate that they w i l l p a r t i c i p a t e 

i n the well? 

A. As they w i l l farm out t h e i r i n t e r e s t , yes. 

Q. Also, do Marbob and Pitch have an i n t e r e s t i n the 

well? 

A. Yes, they do. 

Q. And what i s the status of tha t interest? 

A. Currently f i n a l i z i n g term assignments from them. 

Q. So today you're only r e a l l y seeking an order 

pooling ConocoPhillips — 

A. That's correct. 

Q. — i s that correct? 

A l l other interests, you're confident, w i l l be 

v o l u n t a r i l y committed to the well? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. Yes. 

Q. Could you summarize the e f f o r t s you've made t o 

o b t a i n the v o l u n t a r y p a r t i c i p a t i o n of ConocoPhillips? 

A. We sent them an AFE on August 9 t h of 2006, made 

m u l t i p l e c a l l s and e-mails t o Greg F u z z e l l , the new landman 

f o r New Mexico, d a t i n g from September a l l the way t o 

October 30th, w i t h the l a s t phone c a l l s h o r t l y before I 

l e f t on the 3rd. 

Q. At t h i s p o i n t i n time, do you know whether or not 

they ' r e going t o v o l u n t a r i l y commit t o t h i s w e l l ? 

A. I do not know. 

Q. I f you should be able t o work an arrangement w i t h 

them where they v o l u n t a r i l y commit, w i l l you immediately 

advise the OCD t h a t — 

A. Yes. 

Q. — a l l i n t e r e s t s are — 

A. Yes, we w i l l . 

Q. I s E x h i b i t Number 2 a co m p i l a t i o n of l e t t e r s 

c o n f i r m i n g or supporting the e f f o r t s t h a t you have made t o 

reach v o l u n t a r y agreement f o r the development of the we l l ? 

A. Yes. 

Q. What i s E x h i b i t Number 3? 

A. I t ' s the AFE dated August 9 t h of 2006. 

Q. And what are the t o t a l s as r e f l e c t e d on t h a t AFE? 

A. Dryhole cost of $1,657,106, completion cost of 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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$2,251,700. 

Q. Are these costs i n l i n e w i t h your a c t u a l costs i n 

d r i l l i n g s i m i l a r w e l l s i n the area? 

A. Yes, they are. 

Q. What i s E x h i b i t Number 4? 

A. E x h i b i t 4 i s our accounting procedure f o r the 

j o i n t o p e r a t i o n f o r the Flameskimmer. 

Q. Do these accounting procedures provide f o r the 

p e r i o d i c adjustment of overhead and a d m i n i s t r a t i v e costs? 

A. Yes, they do. 

Q. Does OXY request t h a t the overhead and 

a d m i n i s t r a t i v e cost approved by the order i n t h i s case also 

provide — t h a t they can be adjusted i n accordance w i t h 

these COPAS procedures? 

A. Yes. 

Q. Have you made an estimate of these overhead and 

a d m i n i s t r a t i v e charges? 

A. $6000 and $600. 

Q. And what i s the basis f o r those? Are they i n 

l i n e w i t h the Ernst and Young survey? 

A. They're i n l i n e w i t h the Ernst and Young survey. 

Q. Do you recommend t h a t these f i g u r e s be 

incorpor a t e d i n t o the order t h a t r e s u l t s from today's 

hearing? 

A. Yes. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Q. Does OXY request that a 200-percent charge f o r 

r i s k be imposed on any cost-bearing i n t e r e s t t h a t doesn't 

v o l u n t a r i l y commit to the well? 

A. Yes. 

Q. Does OXY USA WTP Limited Partnership seek t o be 

designated operator? 

A. Yes. 

Q. And how soon do you plan to actu a l l y commence 

operations? 

A. Probably the second week of December. 

Q. I s Exhibit Number 5 an a f f i d a v i t with attached 

l e t t e r s confirming that notice of t h i s hearing has been 

provided i n accordance with the Rules of the Division? 

A. And i s a copy of the legal advertisement run i n 

the Artesia Da i ly Press also attached to the a f f i d a v i t ? 

A. Yes. 

Q. Were Exhibits 1 through 5 either prepared by you 

or compiled under your d i r e c t i o n and supervision? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Catanach, we move 

the admission i n t o evidence of OXY Exhibits 1 through 5. 

EXAMINER CATANACH: Exhibits 1 through 5 w i l l be 

admitted. 

MR. CARR: And that concludes my examination of 

Mr. Evans. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Evans, what percentage of i n t e r e s t does 

ConocoPhillips own i n the u n i t ? 

A. 37 1/2. 

Q. So have they j u s t not committed, or — 

A. I can't get a response — We had one response 

saying they would do what Chevron d i d , and t h a t was about 

mid-September, and since then I've not been able t o t a l k t o 

the guy, he has not responded t o me. I was i n Houston l a s t 

week t o have lunch w i t h him and he canceled, so... 

I f e e l s o rry f o r him because he's handlin g both 

east Texas and west Texas, and they have no other g e o l o g i s t 

and t h e i r management has q u i t and moved on. They're j u s t 

having d i f f i c u l t y g e t t i n g s t u f f out. 

Q. Do you know what the t o t a l depth of t h i s w e l l i s 

going t o be? I can't seem t o f i n d i t on the AFE. 

A. 11,000. 

Q. Okay. 

A. Second page of the AFE. 

Q. Second page of the AFE. 

A. You've got the f r o n t page, and then there's a 

second — you don't have — whoops, okay. 

Q. This i s a l l I have as f a r as an AFE goes. 

MR. CARR: You j u s t have one page? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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EXAMINER CATANACH: Yeah. 

MR. CARR: We'll provide — 

EXAMINER CATANACH: Okay. 

MR. CARR: I have t h i s one. Do you have those 

pages? 

EXAMINER CATANACH: Thank you. That's a l l I 

have. 

MR. CARR: That concludes our p r e s e n t a t i o n i n 

t h i s case. 

MR. BROOKS: I j u s t have one p o i n t on your n o t i c e 

l e t t e r attached t o n o t i c e a f f i d a v i t . To comply w i t h t he 

Rules, I r e a l l y t h i n k I should add t o your form the time 

and the l o c a t i o n of the hearing. I'm sure t h a t t he 

i n d u s t r y players t h a t are involved here a l l know when we 

have our hearings, but there might be some people out t h e r e 

t h a t wouldn't. 

MR. CARR: W i l l do. 

MR. BROOKS: Thanks. 

EXAMINER CATANACH: Okay. 

MR. CARR: And w e ' l l have the time and the a c t u a l 

address as w e l l . 

MR. BROOKS: That i s what I t h i n k should be done, 

my reading of the Rules. Thank you. 

EXAMINER CATANACH: A l l r i g h t , t h e r e being 

nothing f u r t h e r , Case 13,813 w i l l be taken under 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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(Thereupon, these proceedings were concluded 

8:55 a.m.) 

* * * 

f-, 

the Examiner I c , J , > 4 . 
hecii-if-fay me o@ . Afa/e*hu 9 <$<xZ~, 

Oil Conservation DiWsian 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE ) 

I , Steven T. Brenner, C e r t i f i e d Court Reporter 

and Notary P u b l i c , HEREBY CERTIFY t h a t the fo r e g o i n g 

t r a n s c r i p t of proceedings before the O i l Conservation 
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proceedings. 
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t h i s matter and t h a t I have no personal i n t e r e s t i n the 

f i n a l d i s p o s i t i o n of t h i s matter. 

STEVEN T. BRENNER 
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