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WHEREUPON, the following proceedings were had at
8:46 a.m.:

EXAMINER JONES: And let's call Case 13,196,
Application of NM&0O Operating Company for compulsory
pooling, Rio Arriba County, New Mexico.

This case is styled in the absence of objection.

Called for appearances.

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe
representing the Applicant.

EXAMINER JONES: Any other appearances? Okay,
Mr. Bruce, can you go over this case?

MR. BRUCE: Yeah, Mr. Examiner, I'll start at the
beginning. This well, for your information, was actually
drilled about 12 or 14 years ago, and it sat idle until a
couple of years ago when it was actually completed and
started producing from the Blanco-Mesaverde.

And the operator obtained voluntary agreements,
spent substantial time obtaining voluntary agreements from
all of the lessees and obtained the joinder of everyone
except for Hooper, Kimball and Williams, Inc.

Hooper, Kimball and Williams said they would farm
out or otherwise dedicate their interest to the well, but
they never did. I filed this Application under Rule
1207.A.(1).(b) such that in the absence of objection it

should be taken under advisement.
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I do have two things. When I filed the
Application I did not have good copies of all the
correspondence, which should be attached as Exhibit B to
the Application.

I'm handing you Exhibit B to the Application,
which contains copies of the letters, phone notes and
e-mails from NM&O Operating Company to Hooper, Kimball and
Williams, starting a year and a half ago, continuing up
until last month. As you can see, there are literally
dozens of contacts, and they could'never get Hooper,
Kimball and Williams to sign on the dotted line. Once
again, there was never any objection, they just did not
sign and join in the well or farm out their interest.

Notice of the Application was given to Hooper,
Kimball and Williams. Exhibit 1 is the notice affidavit,
and I would ask that exhibit be admitted as part of the
Application and Exhibit 1 be admitted into the record.

EXAMINER JONES: Exhibit 1 into the record, and
Exhibit B should be added to the Application and admitted
to the record.

The thing that confused me is, I looked in our
well files and I saw that this has been a Mesaverde well
for 10 to 15 years, and then also it was under another
operator until about 1987 --

MR. BRUCE: I can give you the background on
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that.

This well was drilled by Mesa Grande Resources,
Inc., in, I think, 1989 or thereabouts. And Mesa Grande
had financial and other troubles, and the well -- I think
the initial completion report filed on it showed that it
was capable of producing half a million a day in gas, but
it was never put on line. And then there was a dispute
over operatorship that was eventually resolved, and that's
how finally NM&O Operating Company took over all of Mesa
Grande's properties and became operator.

But still, because of some disputes among the
interest owners, it finally -- which were resolved a couple
years ago, or maybe a year and a half ago, it wasn't until
then that the additional work was made to finally complete
the well and put it on production in the\Mesaverde, so --
which is why it sat there for, you know, over 10 years,
like I said, almost 12 or 13 years, without any activity
whatsoever, even though it had been drilled and completed.

EXAMINER JONESE Okay, there was another thing
that happened in, I think, 1990, when the Blanco-Mesaverde
was expanded and included this area, and the order stated
that the -- previously, 160-acre Mesaverde should be
expanded on a C-103 to include 320 acres, and I notice they
did file a C-103 for the east half. But at that time did

they pool?
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MR. BRUCE: No, at that time they did not pool.

EXAMINER JONES: They did not pool. So the
production that's happened for the last two or three years,
are they saving revenue from that for these people?

MR. BRUCE: Everybody joined in about a year and
a half ago except for Hooper, Kimball and Williams, so that
has been placed in suspense.

EXAMINER JONES: Okay. So when you -- but now
how do you --

MR. BRUCE: And Hooper, Kimball and Williams, for
your information, has in the northeast quarter, southeast
quarter, that 40-acre tract, they have one-third of the
working interest in that tract, which would give them a
little over a 4-percent working interest in the well.

EXAMINER JONES: Okay. Now, the Application says
this was recompleted, but wasn't it just --

MR. BRUCE: It was actually just --

EXAMINER JONES: -- completed?

MR. BRUCE: -- you know, I shouldn't have said
recompleted. Completed.

EXAMINER JONES: Completed.

MR. BRUCE: Because it was not -- It was
originally drilled to the Blanco-Mesaverde and not down --
I do not believe it was drilled down to the Dakota, as many

of those wells were in this area, or at least the Mancos.
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EXAMINER JONES: So this =-- the cost of -- for
figuriné the penalty, what would you use for the cost?

MR. BRUCE: We would just the completion costs,
not the original drilling costs. Just the costs that were
incurred in 2002.

EXAMINER JONES: In 20027

MR. BRUCE: Yes, that's all they are asking for.

EXAMINER JONES: Okay. And do we have the amount
of --

MR. BRUCE: Yes, that's Exhibit C.

EXAMINER JONES: Okay.

MR. BRUCE: Or actually it was 2001, I think,
where the work was done. It might not have been placed on
production yet until 2002.

EXAMINER JONES: Okay, it's all becoming clear
now, so thanks for bearing with me on that.

Gail do you have anything?

MS. MacQUESTEN: Do we have Exhibit C?

MR. BRUCE: It is attached to the Application.

MS. MacQUESTEN: Oh, okay, thank you.

EXAMINER JONES: Okay, thanks very much, Mr.
Bruce. With that, we'll take Case 13,196 under advisement.

(Thereupon, thesegqﬁsgee ings were concluded at

eredy carilfy that the foregolng ts

8:54 a.m.) @ complete record of the proceedings I
the Exaeminer hearing of Case No. .
Reqrdiby me on -
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