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MR. BROOKS: Okay. We'll go back on the record. And 

c a l l Case No. 14156, F i r s t Amended A p p l i c a t i o n of San Juan 

Resources, I n c . , f o r Compulsory Pooling, San Juan County, New 

Mexico. 

C a l l f o r appearances. 

MR. KELLAHIN: 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 b e h a l f of the 

a p p l i c a n t of the p r e d i c t i o n t h i s morning. We're p r e s e n t i n g 

t h i s case by a f f i d a v i t . 

MR. BROOKS: Any other appearances? Very good. You 

may proceed. 

MR. KELLAHIN: Mr. Examiner, I have three e x h i b i t s t o 

present t o you. The f i r s t i s marked as E x h i b i t No. 1, and i s 

the a f f i d a v i t of Mr. McHugh. Mr. McHugh i s the p r e s i d e n t of 

San Juan Resources. 

A f t e r the f i r s t f o u r pages of the a f f i d a v i t , t h ere 

are some attachments i n c o r p o r a t e d i n t o the a f f i d a v i t . I f 

y o u ' l l t u r n back and f i n d E x h i b i t A t o E x h i b i t 1, there's a 

t a b u l a t i o n there of names and addresses. These represent, as 

of Monday, the remaining i n t e r e s t uncommitted t o spacing u n i t s 

i n the E/2 of Section 24 f o r the Mesaverde and Dakota dual 

completion w e l l . These i n t e r e s t owners have been e d i t e d t o 

show t h a t , f o r example, Maralex has agreed t o p a r t i c i p a t e . 

I f y o u ' l l read f a r t h e r down, y o u ' l l see t h a t the Cox 

i n t e r e s t and the Trommald Family Trust have been purchased. At 
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the bottom, then, there's a t o t a l i n t e r e s t t o be pooled showing 

you s l i g h t l y over 2.1 i n t e r e s t . The only p a r t y l i s t e d on t h i s 

page f o r whom we could not o b t a i n a v a l i d address i s Gladys 

Murphy, the second from the bottom. 

E x h i b i t No. 3 t o the hea r i n g i s the c e r t i f i c a t i o n 

from the newspaper of the a f f i d a v i t of p u b l i c a t i o n of n o t i c e t o 

a l l these v a r i o u s p a r t i e s , i n c l u d i n g Gladys Murphy. 

Fo l l o w i n g E x h i b i t A t o E x h i b i t 1 i s E x h i b i t B, which 

i s the spacing u n i t i t s e l f which i s the o u t l i n e of the E/2 of 

Section 24. Followed by t h a t i s Attachment C which c o n s i s t s of 

nine pages. The nine pages are the i n i t i a l w e l l proposal 

l e t t e r t h a t i n c l u d e d an AFE t o the nine p a r t i e s f o r whom we had 

v a l i d addresses a t t h a t time. 

I f you t u r n past Attachment C, y o u ' l l f i n d t h a t t h e r e 

i s no E x h i b i t D; t h a t ' s a blank. A f t e r D i s E and E - l . E i s 

the o r i g i n a l AFE t h a t was proposed between the time of the 

proposal and the hearing. There's been r e v i s i o n s i n the costs 

associated w i t h increased p r i c e s i n s t e e l and t u b u l a r goods. 

Mr. McHugh has v e r i f i e d i n h i s a f f i d a v i t t h a t E x h i b i t E-l t o 

hi s a f f i d a v i t i s h i s best estimate of the c u r r e n t costs 

associated w i t h the w e l l . 

Y o u ' l l f i n d i n the a f f i d a v i t t h a t Mr. McHugh also i s 

req u e s t i n g overhead r a t e s w h i l e d r i l l i n g as $5,000 a month and 

a producing w e l l r a t e of $500 a month. That's c o n s i s t e n t w i t h 

h i s understanding of the COPUS schedule t h a t i s p u b l i s h e d by 
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Ernst and Young and w i t h the COPUS adjustments associated w i t h 

t h a t schedule. 

MR. BROOKS: And what were the amounts? 

MR. KELLAHIN: 5,000 a month d r i l l i n g and 550 a month 

producing w e l l . Those are c o n s i s t e n t w i t h Ernst and Young. 

MR. BROOKS: Okay. 

MR. KELLAHIN: They are a l s o c o n s i s t e n t w i t h a p r i o r 

order t h a t Mr. McHugh has obtained from the D i v i s i o n . That's 

Order No. R-12642 issued by Mr. Catanach back i n October 

of '06. 

S e t t i n g aside the a f f i d a v i t , then, the c e r t i f i c a t e of 

m a i l i n g , which i s E x h i b i t No. 2, i s the n o t i c e of hea r i n g f o r 

which we have r e t u r n r e c e i p t s f o r v a r i o u s people. Again, the 

only known -- Gladys Murphy i s the only p a r t y f o r which we do 

not have a known address. One of the -- two of the l e t t e r s 

have come back. They were from the p a r t i e s , a W i l l i a m Drosten 

and E l l e n Berend. Both those people were i n c l u d e d i n the 

c e r t i f i c a t e of n o t i f i c a t i o n i n the newspaper, so we b e l i e v e 

we've complied w i t h the D i v i s i o n ' s n o t i c e requirements i n terms 

of s a t i s f y i n g the requirements f o r n o t i c e of t h i s h e a r i n g . 

And w i t h your permission, then, we would ask you t o 

admit E x h i b i t s 1, 2 and 3. 

MR. BROOKS: Okay. Going through t h i s package, I 

wasn't f o l l o w i n g you i n a c e r t a i n sense. I was never able t o 

f i n d the AFE. Well, you know, here i t i s , r i g h t here. 
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[ A p p l i c a n t ' s E x h i b i t s 1, 2 and 3 admitted i n t o 

evidence.] 

MR. KELLAHIN: I t ' s at the very end, s i r . 

MR. BROOKS: Well, my package i s a l l put together. 

MR. KELLAHIN: You can take the s t a p l e and — 

MR. BROOKS: Take the paper c l i p o f f ? 

MR. KELLAHIN: Yeah. 

MR. BROOKS: I found i t . Just as I was saying I 

couldn't f i n d i t was e x a c t l y when I found i t -- not t h a t the 

AFE i s r e a l l y c r i t i c a l , I don't b e l i e v e . 

I have no questions. Do you have questions? 

MR. WARNELL: No questions. 

MR. BROOKS: Very good. I f there's n o t h i n g f u r t h e r , 

then Case No. 14156 w i l l be taken under advisement. 

MR. KELLAHIN: Thank you, Mr. Brooks. 
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