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Mexico O i l Conservation D i v i s i o n , DAVID K. BROOKS, J r . , 
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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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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:07 a.m.: 

EXAMINER BROOKS: At t h i s time w e ' l l c a l l Case 

Number 13,964, A p p l i c a t i o n of P a r a l l e l Petroleum 

Corporation f o r compulsory p o o l i n g , Chaves County, New 

Mexico. 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n of 

the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , appearing 

on behalf of the Applicant, and I have one witness t o be 

sworn. 

EXAMINER BROOKS: Witness s t a t e your name, 

please. 

MR. GRAY: Michael Gray. 

EXAMINER BROOKS: Please swear the witness. 

(Thereupon, the witness was sworn.) 

MR. KELLAHIN: Mr. Examiner, w i t h your permission 

we'd l i k e t o consolidate f o r purposes of hearing t h i s case 

w i t h the f o l l o w i n g case so t h a t y o u ' l l be l o o k i n g 

c o l l e c t i v e l y a t 13,963 and then 13,964. 

EXAMINER BROOKS: You mean, -64 and -64, do you 

not? We dismissed -63. 

MR. KELLAHIN: Yes, i t ' s the p o o l i n g cases, 

s i x t y - — 

EXAMINER BROOKS: Okay, very good. 

THE WITNESS: -63 and -64. 

STEVEN T. BRENNER, CCR 
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MR. KELLAHIN: -63 and -64. The reason f o r the 

c o n s o l i d a t i o n i s , they i n v o l v e the same p a r t i e s w i t h t he 

same i n t e r e s t s i n each of these two w e l l s , both of which 

are located i n the same se c t i o n . 

EXAMINER BROOKS: Okay, I had noted -63 f o r 

di s m i s s a l . Hold on a minute, l e t ' s get t h i s c l e a r e d up. 

We do have a l e t t e r from you dated August the 

2 0th , requesting t h a t 13,963 be dismissed. 

MR. KELLAHIN: That's my mistake. We are t r y i n g 

t o dismiss the one t h a t asks f o r simultaneous d e d i c a t i o n of 

the two Swale w e l l s , which i s — 

EXAMINER BROOKS: Okay, so 13,963 should not have 

been dismissed? 

MR. KELLAHIN: I don't have the docket i n f r o n t 

of me. That's the one f o r simultaneous dedication? 

EXAMINER BROOKS: 13,965 should have been 

dismissed. 

MR. KELLAHIN: That's the one we're t r y i n g t o 

dismiss, Mr. Examiner. 

EXAMINER BROOKS: Okay, very good. 

MR. KELLAHIN: I apologize, I'm not so good w i t h 

numbers sometimes. 

EXAMINER BROOKS: Okay, previous statement of the 

Examiner dismissing Case Number 13,963 i s vacated, and Case 

Number 13,963 i s r e i n s t a t e d . At t h i s time w e ' l l c a l l Case 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Number 13,9 63. 

C a l l f o r appearances. 

MR. KELLAHIN: Same appearances, Mr. Examiner. 

EXAMINER BROOKS: Very good. 

MR. KELLAHIN: Same witness. 

EXAMINER BROOKS: You may proceed. 

MR. KELLAHIN: Thank you. 

EXAMINER BROOKS: I'm sor r y , Case Number 13,693 

and Case Number 13,694 are consolidated f o r purpose of 

hearing. 

MR. KELLAHIN: Well, l e t ' s see i f I can do b e t t e r 

now w i t h the c o n s o l i d a t i o n . 

EXAMINER BROOKS: Okay. 

MR. KELLAHIN: When Mr. Gray and I f i r s t s t a r t e d 

doing t h i s a number of months ago, i t was a paperwork 

nightmare. There was a c o l l e c t i v e group of p a r t i e s t h a t 

had i n t e r e s t i n the spacing u n i t s t h a t was the su b j e c t of a 

q u i e t t i t l e s u i t t a k i n g place i n Chaves County i n Roswell. 

Based upon the t i t l e work done f o r the q u i e t 

t i t l e s u i t , we i d e n t i f i e d and served a l l of those p a r t i e s . 

Our docketed case f o r these two p o o l i n g cases was 

t o be on the l a s t docket. I was advised by counsel 

i n v o l v e d i n the l i t i g a t i o n t h a t a s t i p u l a t e d f i n a l order 

would be issued on the 13th of August, and t h e r e f o r e we 

continued t o today. 

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 

7 

And t o my r e l i e f , yesterday I have found out t h a t 

not only do we have leases from v i r t u a l l y everybody now, we 

have a f i n a l judgment t h a t we can r e l y on, and we're now 

down t o 5 percent i n t e r e s t t h a t needs t o be pooled from an 

i n t e r e s t group t h a t has t h e i r i n t e r e s t i n dispu t e among 

themselves. 

And our plan, then, w i l l be t o c a r r y t h a t 

i n t e r e s t as p a r t of the d r i l l i n g process. P a r a l l e l w i l l 

have t o u p - f r o n t those costs, recover f u t u r e p r o d u c t i o n , 

costs out of f u t u r e production. And those pooled p a r t i e s , 

when they f i n a l l y resolve t h e i r ownership d i s p u t e , which I 

t h i n k i s c o n t i n u i n g i n d i s t r i c t c o u r t , then w e ' l l f i g u r e 

out how t o account t o them. 

So t h a t ' s where we're t r y i n g t o go, Mr. Examiner. 

One e x h i b i t set f o r each of the f i l e s . 

With your permission, Mr. Brooks, I w i l l take Mr. 

Gray through the pieces of the puzzle. 

EXAMINER BROOKS: Okay. 

MICHAEL M. GRAY, 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

h i s 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. KELLAHIN: 

Q. Mr. Gray, f o r the record, s i r , would you please 

s t a t e your name and occupation? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. Michael Gray, I'm a c o n s u l t i n g landman f o r 

P a r a l l e l Petroleum Corporation. 

Q. On p r i o r occasions have you t e s t i f i e d before the 

D i v i s i o n and been q u a l i f i e d as an expert petroleum landman? 

A. I have. 

Q. Has i t been your assigned r e s p o n s i b i l i t i e s f o r 

P a r a l l e l t o determine the ownership i n these two spacing 

u n i t s and then t o propose w e l l s and o b t a i n — t o get 

vo l u n t a r y p a r t i c i p a t i o n from a l l the p a r t i e s ? 

A. Yes. 

Q. To the best of your knowledge, have you reached 

the p o i n t where you've done the best you can? 

A. Yes, s i r . 

Q. And you're a t a p o i n t , then, where you need a 

po o l i n g order t o consolidate the r e s t of the i n t e r e s t s ? 

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

MR. KELLAHIN: We tender Mr. Mike Gray as an 

expert petroleum landman. 

EXAMINER BROOKS: So q u a l i f i e d . 

Q. (By Mr. Ke l l a h i n ) Mr. Gray, l e t ' s s t a r t w i t h 

E x h i b i t Number 1. This i s a l o c a t o r map associated w i t h 

which well? 

A. This i s the l o c a t o r map f o r the Giacomo 1525-8 

Federal Com Number 1 w e l l . 

Q. The proposed spacing u n i t f o r the Giacomo i s what 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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p o r t i o n of Section 8? 

A. The n o r t h h a l f of Section 8. 

Q. This i s t o be what type of wellbore? 

A. This w i l l be a h o r i z o n t a l t e s t i n the Wolfcamp 

formation. 

Q. Let's t u r n t o E x h i b i t 2 of the e x h i b i t s e t , and 

when we look a t the Giacomo i n t e r e s t s as c a l c u l a t e d f o r a l l 

the p a r t i e s w i t h i n the n o r t h - h a l f spacing u n i t , do you have 

a breakdown of those i n t e r e s t s ? 

A. Yes, s i r , I do. 

Q. And as we go through t h a t t a b u l a t i o n , can you 

i d e n t i f y f o r the Examiner the group t h a t ' s associated w i t h 

the i n t e r e s t t h a t ' s not yet committed t o the p r o j e c t ? 

A. Under the — i n the lower l e f t - h a n d corner of the 

spreadsheet, under Uni t R e c a p i t u l a t i o n , i t ' s Vernon H i l l , 

deceased. 

Q. So i n t h i s spacing u n i t , as w e l l as the one f o r 

the Funny Cide, there's a 5-percent i n t e r e s t t h a t ' s not — 

the t i t l e f o r which i s s t i l l i n dispute? 

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

Q. Let's t u r n t o E x h i b i t Number 3. What are we 

seeing w i t h E x h i b i t Number 3? 

A. E x h i b i t Number 3 i s a page from our d r i l l i n g 

a p p l i c a t i o n or d r i l l i n g permit d e p i c t i n g the surface 

l o c a t i o n of the w e l l , the h o r i z o n t a l l e g and the terminus 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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of the w e l l . 

Q. To the best of your knowledge, t h i s i s a request 

t h a t was f i l e d pursuant t o D i v i s i o n Rule 111, and you have 

your area of d e d i c a t i o n and p r o j e c t area and producing area 

p r o p e r l y i d e n t i f i e d ? 

A. Yes, s i r . 

Q. And has t h a t permit been approved? 

A. Yes, i t has. 

Q. Do you have an estimate of the costs associated 

w i t h t h i s well? 

A. Yes, E x h i b i t 4 i s the a u t h o r i t y f o r expenditure 

e s t i m a t i n g the d r i l l i n g costs f o r the w e l l . 

Q. I s t h i s the AFE t h a t you c i r c u l a t e d t o a l l the 

p a r t i e s t h a t you o r i g i n a l l y proposed t h i s w e l l to? 

A. Yes, i t i s . 

Q. To the best of your knowledge, i s i t accurate and 

current? 

A. Yes, i t i s . 

Q. Let's t u r n now t o E x h i b i t 5 concerning the n o r t h -

h a l f spacing u n i t . You r e c a l l the f i l i n g of the q u i e t -

t i t l e s u i t ? 

A. Yes, s i r . 

Q. I s t h i s breakdown associated w i t h the i n t e r e s t s 

of the p a r t i e s i n t h a t s u i t ? 

A. These were i n t e r e s t numbers t h a t were given t o us 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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by one of the attorneys — a c t u a l l y , I t h i n k the a t t o r n e y 

t h a t brought the q u i e t t i t l e s u i t . 

Q. There are some e n t r i e s towards the top. There's 

a Kathryn H i l l , f o l l o w ed by a J e r r y Lee H i l l , a Sharon 

Deardorff, a Delia Hill-Moder. Those f o u r i n d i v i d u a l s are 

associated w i t h what estate? 

A. Kathryn H i l l i s the widow of the deceased p a r t y , 

Vernon H i l l . She's also the personal r e p r e s e n t a t i v e under 

h i s w i l l . I b e l i e v e J e r r y Lee H i l l , Sharon Deardorff and 

D e l i a Hill-Moder are h i s c h i l d r e n . 

Q. I s i t t h a t i n t e r e s t t h a t s t i l l remains i n d i s p u t e 

among those heirs? 

A. I t ' s my understanding t h a t the c h i l d r e n of Vernon 

H i l l are c o n t e s t i n g the w i l l . 

Q. What i s P a r a l l e l ' s i n t e n t i o n w i t h regards t o the 

disputed i n t e r e s t ? 

A. We have not — we expect t o rece i v e a lease, as 

i n d i c a t e d by the attorney f o r Kathryn H i l l , we expect t o 

re c e i v e a lease from Kathryn H i l l as personal 

r e p r e s e n t a t i v e of the estate and i n d i v i d u a l l y as the 

i n h e r i t e e of the estate. 

We have received communications, which are 

attached t o some of the e x h i b i t s , from J e r r y Lee H i l l , 

Sharon Deardorff, Delia Hill-Moder, i n d i c a t i n g t h a t they do 

not i n t e n d t o p a r t i c i p a t e i n the w e l l t h a t , should t h e i r 

STEVEN T. BRENNER, CCR 
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t i t l e be es t a b l i s h e d , they intend t o lease. 

Q. P r i o r t o f i l i n g the pool i n g A p p l i c a t i o n , were a l l 

f o u r of these people afforded the o p p o r t u n i t y t o 

p a r t i c i p a t e ? 

A. Yes. 

Q. With regards t o t h i s i n t e r e s t , i f I remember the 

e a r l i e r spreadsheet, i t ' s 5 percent f o r t h i s w e l l ? 

A. The i n t e r e s t of Vernon H i l l , of the deceased 

p a r t y Vernon H i l l , represents 5 percent of both u n i t s . 

Q. And what i s i t your i n t e n t i o n t o do w i t h t h a t 

component? 

A. Well, the — again, we expect t o get a lease from 

the personal r e p r e s e n t a t i v e under the w i l l as personal 

r e p r e s e n t a t i v e and i n d i v i d u a l l y . We would a c t u a l l y l i k e t o 

lease the other i n t e r e s t s , but they've i n d i c a t e d they won't 

sig n a lease u n t i l t h i s dispute i s resolved. 

Q. I f t h a t happens, then, the p r a c t i c e w i l l be f o r 

you t o suspend payment of t h a t , and P a r a l l e l w i l l have t o 

u p - f r o n t those costs, r i g h t ? 

A. Yes — 

Q. Somebody has t o pay t h a t share? 

A. Well, I mean, what I intend t o do i s — what I 

would l i k e t o do under a po o l i n g order i s do the standard 

procedure of sending them an AFE and i n v i t i n g them t o 

p a r t i c i p a t e i n the w e l l . 

STEVEN T. BRENNER, CCR 
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There obviously i s a question as t o the ownership 

of t h i s i n t e r e s t . That makes i t very d i f f i c u l t and could 

make — t h i s i s not an uncommon — the disput e i s uncommon, 

the establishment of t i t l e i n the State of New Mexico 

through a n c i l l a r y probate proceedings — the lac k of 

establishment of t i t l e i s uncommon a t a l l , i t ' s very, very 

common. 

And the — Mr. H i l l died i n 2003, and the p a r t i e s 

have had ample time t o resolve t h i s question. I t h i n k i t 

probably was brought t o t h e i r a t t e n t i o n when we s t a r t e d 

t r y i n g t o buy leases and the q u i e t t i t l e a c t i o n s t a r t e d . 

Q. Let me put t h i s t o you a d i f f e r e n t way. You're 

not going t o w a i t on d r i l l i n g the w e l l , are you? 

A. No, s i r , we're not going t o w a i t on d r i l l i n g the 

w e l l . 

Q. So someone has t o pay f o r t h e i r share of the 

costs? 

A. Yes, we w i l l pay f o r t h a t share of the costs. 

Q. And your preference i s t h a t you w i l l recover out 

of f u t u r e production the costs t h a t you've been advanced? 

A. Yes, s i r , plus the r i s k p e nalty. 

Q. And i f t h a t i n t e r e s t i s ever resolved by a c o u r t 

order, then you can determine by whom — you can determine 

who i s e n t i t l e d f o r payment of those proceeds? 

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

STEVEN T. BRENNER, CCR 
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Q. That's the plan? 

A. Yes. 

Q. Let's look now s p e c i f i c a l l y only a t those l e t t e r s 

of w e l l proposal t o the p a r t i e s f o r which we do not have a 

r e s o l u t i o n of t h i s disputed i n t e r e s t . I f y o u ' l l t u r n t o 

page 6, does t h i s contain copies of each of the f o u r 

l e t t e r s associated w i t h them, a t l e a s t the cover l e t t e r 

p o r t i o n ? 

A. Yes, i t does. 

Q. As p a r t of t h i s l e t t e r - m a i l i n g , d i d you als o 

include an AFE f o r those people? 

A. Yes, an AFE and the same p l a t t h a t we presented 

as E x h i b i t 3. 

Q. And a l l were sent c e r t i f i e d mail? 

A. Yes, s i r . 

Q. And you got r e c e i p t s from a l l of them? 

A. We have r e c e i p t s and responses from a l l but 

Kathryn H i l l , and we have conversations w i t h he a t t o r n e y . 

Q. Let's s h i f t gears and look a t the Funny Cide 

w e l l . I f y o u ' l l t u r n t o E x h i b i t Number 7, i d e n t i f y f o r us 

what we're seeing i n Exhibit^Number 7. 

A. E x h i b i t Number 7 i s a l o c a t o r map d e p i c t i n g the 

u n i t , being the south h a l f of Section 8, 15 South, 25 East, 

f o r t he d r i l l i n g of the Funny Cide 1525-8 Federal Com 

Number 1 w e l l . 

STEVEN T. BRENNER, CCR 
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EXAMINER BROOKS: This i s E x h i b i t 8? 

MR. KELLAHIN: Yes, s i r . 

Q. (By Mr. Ke l l a h i n ) I s E x h i b i t 8 prepared l a r g e l y 

i n the same form as E x h i b i t Number 1? The source document 

was the same? 

A. Yes, i t i s . 

Q. You're s a t i s f i e d t h a t t h a t ' s c o r r e c t ? 

A. Yes. 

Q. When you look a t the spacing u n i t , you're l o o k i n g 

a t the south h a l f of 8. The i n t e r e s t s are not a l l 

associated w i t h a common t r a c t i n the south h a l f , c o r r e c t ? 

A. The i n t e r e s t s of the pooled p a r t i e s ? 

Q. Right. 

A. They — no, s i r — the pooled p a r t i e s own an 

i n t e r e s t i n the n o r t h h a l f of the southwest of Section 8. 

Q. When you look a t the map, then, you can see t h a t 

t h e r e are fou r i n d i v i d u a l t r a c t s i n the south h a l f , and 

because the spacing u n i t i s a laydown — Are you l o o k i n g a t 

E x h i b i t Number 7? 

A. Yes, s i r . 

Q. Wi t h i n the south h a l f of 8, you see the small 

s u b d i v i s i o n of the south h a l f ? 

A. Yes. 

Q. Wi t h i n the s u b d i v i s i o n you have f o u r t r a c t s 

w i t h i n the spacing u n i t ? 
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A. Four t r a c t s and three leases. 

Q. Right, t h a t ' s what I'm asking you. Which are the 

thre e leases? 

A. The — Tract Number 1, as described on E x h i b i t 8, 

i s a f e d e r a l o i l and gas lease covering the south h a l f , 

southwest q u a r t e r , and west h a l f , southeast q u a r t e r . Tract 

Number 2 i s a fee lease covering the east h a l f of the 

southeast q u a r t e r . Tract Number 3 i s fee acreage covering 

the n o r t h h a l f of the southwest quarter. 

Q. To a i d the Examiner, now, f o r each of these two 

cases where i s the t r a c t associated w i t h the q u i e t t i t l e 

s u i t t h a t was brought? 

A. I n the south h a l f t h a t we're d i s c u s s i n g r i g h t 

now, i t ' s the n o r t h h a l f of the southwest q u a r t e r . I n the 

n o r t h h a l f under the Giacomo w e l l , i t ' s the south h a l f of 

the northwest quarter. 

Q. Very good. And so when you examine the numbers, 

t h a t explains the d i f f e r e n c e i n some of these c a l c u l a t i o n s . 

You've had t o r e c a l c u l a t e i t t o show the i n t e r e s t i n the 

spacing u n i t ? 

A. Yes, s i r . 

Q. Let's t u r n t o one of those c a l c u l a t i o n s . When I 

look a t E x h i b i t Number 8, what am I seeing here? 

A. This i s a schedule of ownership by t r a c t and a 

r e c a p i t u l a t i o n of the u n i t ownership f o r a l l the p a r t i e s . 
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Q. And again, the disputed i n t e r e s t t h a t ' s not f u l l y 

l i t i g a t e d i s the Vernon H i l l , deceased? 

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

Q. And t h a t ' s the 5 percent of t h i s w e l l ? 

A. Yes, s i r . 

Q. I d e n t i f y f o r us E x h i b i t Number 9, Mr. Gray. 

A. E x h i b i t Number 9 i s a page from the d r i l l i n g 

p ermit d e p i c t i n g the l o c a t i o n of the w e l l . 

Q. I s t h i s an approved APD a t t h i s p o i n t ? 

A. Yes, i t i s . 

Q. And E x h i b i t Number 10? 

A. E x h i b i t Number 10 i s the a u t h o r i t y f o r 

expenditure e s t i m a t i n g the cost of the Funny Cide w e l l . 

Q. I s t h i s comparable t o costs associated w i t h your 

company f o r 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, i t i s . 

Q. Has t h i s AFE been c i r c u l a t e d t o a l l of the 

p a r t i e s associated w i t h paying f o r the costs? 

A. Yes, i t has. 

Q. Have you received any objection? 

A. No. 

Q. Again now, l e t ' s t u r n t o the spreadsheet, E x h i b i t 

11, and look a t the p o r t i o n of the south h a l f of 10 t h a t 

was associated w i t h the q u i e t t i t l e s u i t l i t i g a t i o n . What 

does t h i s show? 
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A. This again represents the i n t e r e s t of the p a r t i e s 

i n v o l v e d i n the q u i e t t i t l e a c t i o n as proved by the 

at t o r n e y t h a t bought the q u i e t t i t l e a c t i o n . 

Q. And w i t h the exception of the thr e e c h i l d r e n t h a t 

are now i n a dispute w i t h Kathryn H i l l over Vernon H i l l ' s 

e s t a t e , everyone else has leased t h e i r i n t e r e s t t o 

P a r a l l e l ? 

A. No, s i r , we don't have Kathryn H i l l ' s lease y e t , 

although we have an i n d i c a t i o n t h a t she w i l l execute a 

lease. 

Q. So t h a t ' s the one t h a t ' s missing f o r t h a t p o r t i o n 

of the dispute? 

A. Kathryn H i l l , J e r r y Lee H i l l , Sharon Deardorff 

and D e l i a Moder. 

Q. Okay. Let's look a t the proposed l e t t e r s of 

p a r t i c i p a t i o n f o r the p a r t i e s f o r whom you have not 

obtained leases. Are they associated w i t h the document 

t h a t i s marked E x h i b i t Number 12? 

A. Yes, s i r . 

Q. And of the p a r t i e s t h a t you described, you have 

sent l e t t e r s t o a l l of those? 

A. Yes, s i r . 

Q. And the cu r r e n t r e s u l t s of t h i s e f f o r t are as you 

described e a r l i e r i n your testimony? 

A. Yes, s i r . 
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Q. Let me t u r n and have you i d e n t i f y f o r the record 

E x h i b i t Number 13. 

A. E x h i b i t Number 13 i s the agreed judgment of q u i e t 

t i t l e from the q u i e t t i t l e a c t i o n t h a t we discussed 

e a r l i e r . 

Q. And t h i s i s a photocopy of the endorsed copy w i t h 

the c l e r k of the court i n Chaves County? 

A. Yes, s i r . 

Q. And when you t u r n t o E x h i b i t A attached t o 

E x h i b i t Number 13, there's a t a b u l a t i o n of i n t e r e s t 

associated w i t h t h i s q u i e t t i t l e s u i t . Do you see t h a t ? 

A. Yes, s i r . 

Q. Have you and your broker a p p l i e d these 

percentages i n d e r i v i n g your spreadsheets t h a t we've 

examined? 

A. Yes. 

Q. So the Vernon H i l l , deceased, i n t e r e s t , t h a t 0.2-

percent [ s i c ] i n t e r e s t , has been e n t i r e l y c r e d i t e d t o 

Kathryn H i l l , and the other p a r t i e s i n t h a t d i s p u t e have 

been zeroed out on the spreadsheet? 

A. I t ' s been — w e l l , c r e d i t e d t o the Vernon H i l l 

e s t a t e , yeah. And i t ' s a 2 0-percent i n t e r e s t , r a t h e r than 

a .2-percent i n t e r e s t . 

Q. Did you cause newspaper p u b l i c a t i o n t o be sent t o 

a l l these p a r t i e s c o n s i s t e n t w i t h D i v i s i o n procedures? 
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A. Yes, s i r . 

Q. I s t h a t we're seeing i n E x h i b i t Number 14? 

A. Yes, s i r . 

Q. As p a r t of t h a t n o t i c e , d i d you cause s p e c i f i c 

n o t i c e t o be sent t o a l l the p a r t i e s associated w i t h the 

q u i e t t i t l e s u i t ? 

A. A l l the p a r t i e s associated w i t h the q u i e t t i t l e 

s u i t received our w e l l proposal and also proposed o i l and 

gas leases. 

Q. And then t h a t i s associated w i t h E x h i b i t Number 

15, which i s the a f f i d a v i t of mailing? 

A. Yes, s i r . 

Q. You've s a t i s f i e d y o u r s e l f t h a t a l l the p a r t i e s 

e n t i t l e d t o n o t i c e i n f a c t have received notice? 

A. Yes, s i r . 

Q. Let me come back t o a couple of other questions. 

I n t h i s general area and associated w i t h these two w e l l s , 

what do you recommend t o the Examiner f o r overhead r a t e s 

associated w i t h the wellbore d r i l l i n g and a f t e r production? 

A. $5000 f o r overhead costs d u r i n g d r i l l i n g and $500 

a month f o r overhead costs upon completion. 

Q. Are those overhead r a t e s t y p i c a l f o r your company 

i n t h i s area f o r w e l l s l i k e t h i s ? 

A. Yes, s i r . 

Q. I n a d d i t i o n t o the overhead r a t e s you're 
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req u e s t i n g , do you also request the Examiner i n c l u d e i n h i s 

p o o l i n g order the language concerning the e s c a l a t i o n of 

those costs pursuant t o the COPAS b u l l e t i n ? 

A. I do. 

Q. Anything f u r t h e r , Mr. Gray? 

A. No, s i r . 

MR. KELLAHIN: Mr. Brooks, we move the 

i n t r o d u c t i o n of P a r a l l e l ' s E x h i b i t s 1 through 15. 

EXAMINER BROOKS: 1 through 15 are admitted. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. The i n t e r e s t s t h a t you're — the only people t h a t 

you don't have committed, other than Kathryn H i l l on the 

second w e l l , i s J e r r y Lee H i l l , Sharon Deardorff and Delia 

Hill-Moder? 

A. Yes, s i r . 

Q. Okay. You have a lease from Ernie H i l l ? 

A. We have a lease from a l l of the p a r t i e s on t h a t 

l i s t , other than the four t h a t you j u s t mentioned. 

Q. Okay. And I'm looking a t t h i s — d i d you — i n 

the n o t i c e — d i d you give m a i l n o t i c e t o each of those 

persons t h a t are not committed? 

A. Yes, s i r . 

Q. Okay, lo o k i n g a t the m a i l i n g — t h a t would be 

E x h i b i t Number 15 — l e t ' s see, we've got J e r r y Lee H i l l 
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here, and we have a signature, and Sharon Deardorff — 

MR. KELLAHIN: The second page p i c k s up Del i a 

Hill-Moder. 

EXAMINER BROOKS: Okay, I've got Sharon Deardorff 

here now, and we have a signature on t h a t . And i t ' s on the 

second page — 

MR. KELLAHIN: Yes, s i r , there's a two-page 

n o t i c e . I t ' s on the second page of the n o t i c e — I mean of 

the c e r t i f i c a t e . But when you get down t o the p a r t t h a t ' s 

marked w i t h the addresses — 

EXAMINER BROOKS: Yeah, okay. 

MR. KELLAHIN: — the second page of t h a t shows 

her name l i s t e d , f i f t h up from the bottom. 

EXAMINER BROOKS: Where are you l o o k i n g now? Oh, 

yeah. Okay, and then where i s her c e r t i f i c a t e ? That's 

what I'm lo o k i n g f o r . Here i t i s . Yeah, and t h a t appears 

t o be signed also. 

MR. KELLAHIN: Yes, s i r . 

Q. (By Examiner Brooks) Okay. Where d i d you come 

up w i t h the name Funny Cide, s p e l l e d C-i-d-e? 

A. A l l the w e l l s we d r i l l i n t h i s area are named 

a f t e r racehorses. 

Q. Well, t h a t i s an o r i g i n a l way t o name them. I 

know racehorses' names are always o r i g i n a l . 

MR. KELLAHIN: So you've stopped naming them 
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a f t e r your wives, r i g h t ? 

THE WITNESS: Well, I ran out a f t e r the f i r s t 

w e l l . 

EXAMINER BROOKS: Well, you're i n good shape i f 

you have more w e l l s than you have ex-wives. 

That's a l l I have. 

MR. KELLAHIN: Thank you, s i r . 

EXAMINER BROOKS: Cases Number 13,963 and 13,964 

w i l l be taken under advisement. 

Pursuant t o Mr. Ke l l a h i n ' s o r a l motion, Case 

Number 13,965 w i l l be dismissed. 

(Thereupon, these proceedings were concluded a t 

9:33 a.m.) 

* * * 

.̂ ote'.e r e c v' „ „f Case 

°:jK^d> ***** 
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