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EXAMINER MORROW: W e ' l l c a l l Case 

11077, w h i c h i s t h e A p p l i c a t i o n o f Santa Fe 

Energy O p e r a t i n g P a r t n e r s f o r c o m p u l s o r y p o o l i n g 

and an u n o r t h o d o x gas w e l l l o c a t i o n and 

d i r e c t i o n a l d r i l l i n g , i n Lea County, New Mexic o . 

I ' l l c a l l f o r a p p e a r a n c e s . 

MR. BRUCE: Mr. Examiner, Jim Bruce 

f r o m t h e H i n k l e Law Fi r i r . i n Santa Fe , 

r e p r e s e n t i n g t h e A p p l i c a n t , and I have t h r e e 

w i t n e s s e s t o be sworn. 

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n o f t h e Santa Fe law f i r m o f K e l l a h i n & 

K e l l a h i n . I'm a p p e a r i n g on b e h a l f o f Mr. W a l t e r 

K r u g , who does b u s i n e s s as W a l l e n P r o d u c t i o n 

Company. Krug i s s p e l l e d K-R-U-G. I have no 

wi t n e s s e s . 

EXAMINER MORROW: Would t h e w i t n e s s e s 

p l e a s e s t a n d t o be sworn. 

[And t h e w i t n e s s e s were d u l y s w o r n . ] 

MR. BRUCE: Mr. Examiner, I w o u l d c a l l 

C u r t i s S m i t h f i r s t t o t h e s t a n d . I f we c o u l d 

have t h e r e c o r d r e f l e c t t h a t he was p r e v i o u s l y 

sworn and q u a l i f i e d as an e x p e r t p e t r o l e u m 

1andman ? 

EXAMINER MORROW: A l l r i g h t . 

CUMBRE COURT REPORTING 
(505) 984-2244 
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CURTIS D. SMITH 

H a v i n g been p r e v i o u s l y d u l y sworn upon h i s o a t h , 

and q u a l i f i e d as an e x p e r t w i t n e s s , was examined 

and t e s t i f i e d f u r t h e r as f o l l o w s : 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. S m i t h , a r e you f a m i l i a r w i t h t h e 

l a n d m a t t e r s t h a t a r e i n v o l v e d i n t h i s case? 

A. Yes, s i r , I am. 

Q. L e t ' s s t a r t o u t w i t h , what e x a c t l y i s 

Santa Fe s e e k i n g i n t h i s case? 

A. Santa Fe Energy seeks an o r d e r p o o l i n g 

a l l m i n e r a l i n t e r e s t s , f r o m t h e s u r f a c e t o t h e 

base o f t h e Morrow f o r m a t i o n , u n d e r l y i n g t h e 

s o u t h h a l f o f S e c t i o n 18, Township 20 S o u t h , 

Range 34 E a s t , i n Lea County, New Me x i c o . 

We a l s o seek a p p r o v a l f o r an u n o r t h o d o x 

s u r f a c e and b o t t o m h o l e l o c a t i o n , and a l s o 

d i r e c t i o n a l d r i l l i n g . 

Q. What i s E x h i b i t 1? 

A. E x h i b i t 1 i s t h e l a n d p l a t o u t l i n i n g 

t h e w e l l u n i t and i d e n t i f y i n g t h e w e l l ' s s u r f a c e 

and b o t t o m h o l e l o c a t i o n s . Santa Fe Energy's 

a c r e a g e i s c o l o r e d y e l l o w . 

Q. What i s t h e e x a c t w e l l l o c a t i o n ? 

CUMBRE COURT REPORTING 
(505) 984-2244 
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A. The u n i t w i l l be d e d i c a t e d t o t h e 

Sinag u a 18 W e l l No. 2, w h i c h w i l l be d r i l l e d a t 

an u n o r t h o d o x s u r f a c e l o c a t i o n o f 2041 f e e t f r o m 

t h e s o u t h l i n e and 2171 f e e t f r o m t h e e a s t l i n e 

o f S e c t i o n 18. The w e l l w i l l be d r i l l e d 

d i r e c t i o n a l l y t o a b o t t o m h o l e l o c a t i o n o f 

a p p r o x i m a t e l y 1300 f e e t f r o m t h e s o u t h and e a s t 

l i n e s o f t h e s e c t i o n . 

Q. Who does Santa Fe seek t o p o o l i n t h i s 

case? 

A. Santa Fe Energy seeks t o p o o l D o y l e 

Hartman, w i t h a .8 p e r c e n t w o r k i n g i n t e r e s t i n 

t h e u n i t ; L a r r y Nermyr, w i t h a .02 p e r c e n t 

w o r k i n g i n t e r e s t i n t h e u n i t ; D e v i s e e s o f Dewey 

E. S p a r g e r , 1.25 p e r c e n t w o r k i n g i n t e r e s t i n t h e 

p r o r a t i o n u n i t ; A n a darko, w i t h 4.6 p e r c e n t 

i n t e r e s t ; ORYX Energy Company, w i t h .25 p e r c e n t 

w o r k i n g i n t e r e s t ; Santa Fe Energy, a l o n g w i t h 

p a r t n e r s under an e x i s t i n g o p e r a t i n g a g r e e m e n t , 

owns o v e r 93 p e r c e n t o f t h e w o r k i n g i n t e r e s t i n 

th e s o u t h h a l f o f S e c t i o n 18. 

Q. Would you d e s c r i b e y o u r e f f o r t s t o g e t 

t h e s e p e r s o n s t o j o i n i n t h e w e l l ? and I r e f e r 

you t o E x h i b i t 2. 

A. E x h i b i t 2 a r e my l e t t e r s . F i r s t o f 

CUMBRE COURT REPORTING 
(505) 984-2244 
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a l l , a l e t t e r t o Mrs. L i n d a K. A r m s t r o n g , who i s 

t h e p e r s o n a l r e p r e s e n t a t i v e o f t h e D e v i s e e s o f 

Dewey E. S p a r g e r , o f f e r i n g t o p u r c h a s e h er 

i n t e r e s t . A l s o , l e t t e r s t o a l l o f t h e p a r t i e s 

b e i n g c o m p u l s o r y p o o l e d , o f f e r s f o r them t o 

p a r t i c i p a t e i n t h e w e l l o r f a r m o u t . I a t t a c h e d 

t o t h a t l e t t e r E x h i b i t 2A, an o p e r a t i n g 

a g reement, c o v e r i n g t h e s o u t h h a l f o f S e c t i o n 18, 

and a l s o an AFE f o r t h e w e l l . 

And E x h i b i t 3 i s my AFE and t h e 

p r o p o s e d w e l l d r y h o l e c o s t i s $902,000, and t h e 

c o m p l e t e d w e l l c o s t i s $1,229 m i l l i o n f o r 

c o m p l e t e d c o s t . 

Q. Have you made a r e a s o n a b l e e f f o r t t o 

o b t a i n t h e v o l u n t a r y j o i n d e r o f t h e s e p e r s o n s ? 

A. Yes, I have. 

Q. Does Santa Fe ask t h a t i t be d e s i g n a t e d 

o p e r a t o r o f t h e w e l l ? 

A. Yes, we do. 

Q. Now, you m e n t i o n e d t h e o t h e r w e l l 

c o s t s . I s t h i s i n l i n e w i t h t h o s e n o r m a l l y 

e n c o u n t e r e d i n d r i l l i n g w e l l s t o t h i s d e p t h i n 

t h i s p a r t o f Lea County? 

A. Yes, t h e y a r e . 

Q. Do you have a re c o m m e n d a t i o n as t o t h e 

CUMBRE COURT REPORTING 
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o v e r h e a d r a t e s t h a t s h o u l d be ass e s s e d a g a i n s t 

t h e n o n c o n s e n t i n g i n t e r e s t s ? 

A. Yes. I t i s our re c o m m e n d a t i o n t h a t 

$5,200 p er month be a l l o w e d f o r d r i l l i n g w e l l 

r a t e , and $520 p er month be a l l o w e d f o r p r o d u c i n g 

we 11 r a t e . 

Q. And a r e t h o s e amounts i n l i n e w i t h 

o t h e r o p e r a t i n g a greements i n t h i s a r ea? 

A. Yes. These r a t e s f a l l i n l i n e w i t h 

what you n o r m a l l y see i n t h e COPAS a t t a c h e d t o 

most o p e r a t i n g a greements i n t h i s a r e a . 

Q. And t h i s i s a 1 3 , 7 0 0 - f o o t t e s t ? 

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

Q. What p e n a l t y do you recommend a g a i n s t 

any n o n c o n s e n t i n g i n t e r e s t owners? 

A. Our c o s t p l u s 200 p e r c e n t , so t o t a l 300 

p e r c e n t p e n a l t y . T h i s i s a l s o a f i g u r e t h a t ' s 

most commonly used i n o p e r a t i n g a g r e e m e n t s i n 

t h i s a r e a . 

Q. And y o u r g e o l o g i s t w i l l f u r t h e r d i s c u s s 

t h e p e n a l t y ? 

A . Yes . 

Q. Were t h e p a r t i e s b e i n g p o o l e d n o t i f i e d 

o f t h i s h e a r i n g ? 

A. Yes, t h e y were. 

CUMBRE COURT REPORTING 
(505) 984-2244 
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Q. As t o t h e u n o r t h o d o x l o c a t i o n a s p e c t 

and y o u r d i r e c t i o n a l d r i l l i n g a s p e c t o f t h i s 

case, who a r e t h e o f f s e t s t o t h i s w e l l ? 

A. E x h i b i t 4 l i s t s t h e o f f s e t o p e r a t o r s . 

We're p r i m a r i l y o f f s e t t i n g o u r s e l v e s ; and E x h i b i t 

4, a l o n g w i t h t h e l a n d p l a t , shows t h i s . 

Q. Now, on E x h i b i t 4, you l i s t t h e o f f s e t s 

n o t o n l y o f t h e Morrow r i g h t s b u t a l s o o f t h e 

sha1 low r i g h t s ? 

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

Q • So i t ' s a l l o f f s e t s ? 

A . Yes , s i r . 

Q. And , once a g a i n , t h e b o t t o m h o l e 

l o c a t i o n , 1300 f e e t f r o m t h e e a s t l i n e , y o u ' r e 

d i r e c t l y o f f se t t i n g y o u r s e l f ? 

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

Q • And t h e s e o f f s e t s were a l s o n o t i f i e d 

t h e h e a r i n g ? 

A. Yes, t h e y were. 

Q. I s E x h i b i t 5 y o u r a f f i d a v i t o f n o t i c e ? 

A. Yes, i t i s . 

Q. And i t c o n t a i n s a l l t h e l e t t e r s and 

c o p i e s o f t h e c e r t i f i e d r e t u r n r e c e i p t s t o t h e 

v a r i o u s p a r t i e s ? 

A. Yes, t h a t ' s c o r r e c t . 

CUMBRE COURT REPORTING 
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Q . Were E x h i b i t s 1 t h r o u g h 5 p r e p a r e d by 

you o r c o m p i l e d f r o m company r e c o r d s ? 

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

Q. I n y o u r o p i n i o n , w i l l t h e g r a n t i n g o f 

t h i s a p p l i c a t i o n be i n t h e i n t e r e s t o f 

c o n s e r v a t i o n , t h e p r e v e n t i o n o f waste and t h e 

p r o t e c t i o n o f c o r r e l a t i v e r i g h t s ? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I move t h e 

a d m i s s i o n o f Santa Fe E x h i b i t s 1 t h r o u g h 5. 

EXAMINER MORROW: 1 t h r o u g h 5 a r e 

admi t t e d . 

EXAMINATION 

BY EXAMINER MORROW: 

Q. Mr. S m i t h , i s t h e r e a l i s t i n h e r e 

somewhere s h o w i n g t h e p e r c e n t a g e o f i n t e r e s t as 

t o t h o s e v a r i o u s — 

A. Yes. E x h i b i t A t o my o p e r a t i n g 

agreement l i s t s t h e w o r k i n g i n t e r e s t p a r t n e r s . 

Q . About h a l f w a y down t h r o u g h t h e r e , o r 

where i s i t ? 

A. About h a l f w a y t h r o u g h t h e c o n t r a c t , 

j u s t p a s t t h e s i g n a t u r e page, w h i c h i s n o r m a l l y 

page 15, b u t we have a l e n g t h y A r t i c l e 15 

a t t a c h e d t o t h e o p e r a t i n g agreement. 

CUMBRE COURT REPORTING 
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Q. Okay. What was y o u r s t a t e m e n t i n 

r e s p o n s e , t h a t t h o s e p e o p l e i n d i c a t e d t h e y wanted 

t o be a p a r t o f i t o r n o t ? 

A. Two o f t h e - - w e l l , t h e D e v i s e e s o f Dewey 

E. S p a r g e r , t h e y have r e s p o n d e d t o me w i t h no 

commitment as o f t h i s d a t e . They i n d i c a t e d t h a t 

t h e y w o u l d even l i k e t o see t h e e x h i b i t s f r o m 

t h i s h e a r i n g b e f o r e t h e y make a d e c i s i o n , and I 

t o l d them t h a t was f i n e w i t h me. 

ORYX Energy has i n d i c a t e d t h a t t h e y 

w i l l n o t p a r t i c i p a t e b u t p o s s i b l y make some s o r t 

o f a t r a d e w i t h Santa Fe Energy, b u t n o t h i n g 

f o r m a l as o f t h i s d a t e . 

No r e s p o n s e f r o m A nadarko. 

D o y l e Hartman t a l k e d t o t h e i r landman 

and she s t a t e d t h a t Hartman was n o t g o i n g t o 

p a r t i c i p a t e o r f a r m o u t . 

And L a r r y Nermyr, no r e s p o n s e 

w h a t s o e v e r . 

Q. The r a t e s you p r o p o s e , I b e l i e v e 

t h e y ' r e i n l i n e w i t h t h e E r n s t & Young r a t e s ? 

A. Yes, s i r , t h a t ' s p r i m a r i l y what I used 

f o r t h o s e r a t e s . 

EXAMINER MORROW: Okay. Thank you. 

MR. KELLAHIN: May I ask a c o u p l e o f 
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q u e s t i o n s ? 

EXAMINER MORROW: Oh, excuse me. Go 

ahead, Tom. 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. S m i t h , d i d you d i s c u s s w i t h Mr. 

Krug t h e l o c a t i o n o f y o u r p r o p o s e d w e l l i n 

r e l a t i o n t o h i s Y a t e s o i l w e l l s t h a t a r e i n t h i s 

i m m e d i a t e v i c i n i t y ? 

A. No, b u t Mr. D a r r e l l R o b e r t s , o ur 

d r i l l i n g e n g i n e e r d i d . 

Q. You d i d n ' t have p e r s o n a l i n v o l v e m e n t i n 

t h a t ? 

A. Not on t h i s w e l l . I d i d i n our Sinagua 

18 Fed Com No. 1, i n t h e n o r t h h a l f o f S e c t i o n 

18, w h i c h does n o t r e l a t e t o t h i s , I know. Mr. 

R o b e r t s has spoken t o Mr. Krug t h i s t i m e . 

Q. The n e c e s s i t y f o r t h e d i r e c t i o n a l 

d r i l l i n g o f t h i s w e l l i s based upon what, s i r ? 

A. The p o t a s h e n c l a v e and t h e l o c a t i o n 

t h a t t h e BLM gave us f o r our APD. 

Q. Were you i n v o l v e d i n t h a t p r o c e s s ? 

A. Mr. R o b e r t s and I were. Mr. R o b e r t s 

f i l e d t h e APD, and we went o v e r t o g e t h e r t o t h e 

C a r l s b a d BLM o f f i c e and s a t down and t a l k e d t o 
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t h e BLM p e o p l e , and t h e y gave us b a s i c a l l y a 

d r i l l i n g i s l a n d between t h e e x i s t i n g Y a t e s w e l l s , 

w h i c h has, I guess, f o r c e d us t o d r i l l i n t h i s 

l o c a t i o n . 

Q. Mr. R o b e r t s has s o m e t h i n g t o show us on 

t h a t t o p i c , or i s t h a t a c o n v e r s a t i o n you and I 

need t o have? 

A. I have a p l a t f r o m t h e BLM t h a t shows 

t h a t d r i l l i n g i s l a n d . I t ' s n o t l i s t e d as an 

e x h i b i t , b u t I can e n t e r t h a t . 

Q. I w o u l d l i k e t o see t h a t e x h i b i t , i f we 

m i g h t . 

[ D i s c u s s i o n o f f t h e r e c o r d . ] 

MR. KELLAHIN: W i t h t h e Exa m i n e r ' s 

p e r m i s s i o n , Mr. S m i t h , w e ' l l mark t h i s e x h i b i t , 

and I ' l l add i t on t o t h e end o f my e x h i b i t 

package j u s t t o keep t h e sequence s t r a i g h t . I 

pr o p o s e t o mark t h i s W a l l e n P r o d u c t i o n E x h i b i t 

No . 8 . 

A. Do you have a copy o f y o u r p r e h e a r i n g 

s t a t e m e n t t h a t has t h o s e w e l l l o c a t i o n s ? 

Q. Yes. 

A. That w i l l h e l p me. 

EXAMINER MORROW: E x h i b i t 8, r i g h t ? 

MR. KELLAHIN: Yes, s i r . 
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Q. Mr. S m i t h , when we l o o k a t W a l l e n 

E x h i b i t 8, what a r e we l o o k i n g a t ? 

A. T h i s i s E x h i b i t 8? 

Q. Yes, s i r . 

A. T h i s i s a p l a t t h a t was g i v e n t o us by 

t h e BLM, and t h i s p o r t i o n o f S e c t i o n 8, and bear 

w i t h me, I need t o i d e n t i f y t h e s e w e l l s , where 

t h e y ' r e drawn t h i s d r i l l i n g i s l a n d . 

Q. Show us how t h e d r i l l i n g i s l a n d i s 

i d e n t i f i e d on t h e d i s p l a y ? 

A. The d r i l l i n g i s l a n d , I t o o k - - d r e w l i n e s 

between t h e s e w e l l s , t h e s e f o u r w e l l s , and t o l d 

us we c o u l d d r i l l a l o c a t i o n w i t h i n t h a t d r i l l i n g 

i s1and. 

Q. I t i s a s q u a r e shape, i f you w i l l ? 

A . A l m o s t . 

Q. The c o r n e r s o f w h i c h i s t a k e n f r o m f o u r 

o f Mr. Krug's w e l l s ? 

A. I t h i n k i t ' s t h r e e o f Mr. Krug's w e l l s , 

and t h i s w e l l t o t h e s o u t h e a s t i s Dewey E. 

Spa r g e r 1 s we 11 . 

Q. W e ' l l f i n d a c o l o r e d pen i n a m i n u t e , 

and p e r h a p s you can shade i n t h e d r i l l i n g i s l a n d 

f o r us on one o f t h e e x h i b i t s and t h a t w o u l d 

s h o r t c u t t r y i n g t o d e f i n e t h a t d r i l l i n g i s l a n d . 
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So, i t was i n a r e c t a n g u l a r o r 

sq u a r e - s h a p e d area? 

A. Yes, t h i s a r e a i d e n t i f i e d on t h i s p l a t . 

Q. What was y o u r u n d e r s t a n d i n g o f t h e 

b a s i s f o r t h e BLM c o n f i n i n g y o u r s u r f a c e l o c a t i o n 

t o t h a t a rea? 

A. The 1986 S e c r e t a r y ' s o r d e r , p o t a s h 

o r d e r . 

Q. What ab o u t t h a t o r d e r d i d you 

u n d e r s t a n d caused them t o g i v e you t h a t as y o u r 

d r i l l i n g i s l a n d ? 

A. W e l l , i f y o u ' r e w i t h i n a p o t a s h 

e n c l a v e , t h e a u t h o r i z e d o f f i c e r can d e s i g n a t e a 

d r i l l i n g i s l a n d t h a t w i l l e n a b l e you t o d r i l l 

y o u r w e l l w i t h i n a p o t a s h e n c l a v e . 

Q. D i d he t e l l you what c r i t e r i a he 

i d e n t i f i e d f o r you t h a t caused t h a t t o c o n s t i t u t e 

a s u i t a b l e d r i l l i n g i s l a n d w i t h i n t h e e n c l a v e ? 

A . No . 

Q. D i d he t e l l you i f you were i n an a r e a 

t h a t ' s c o l o r coded, measured or i n f e r r e d p o t a s h ? 

A. Oh, yeah. Yeah, t h a t was p a r t o f o u r 

d i s c u s s i o n . And we knew, when we f i l e d o u r 

i n i t i a l APD--actua11y, we f i l e d i t s o m e t h i n g l i k e 

1980 f e e t f r o m t h e e a s t l i n e and, I guess, 1980 
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f e e t f r o m t h e s o u t h l i n e o f S e c t i o n 18 l a s t y e a r , 

t h a t was d e n i e d . 

We f i l e d a n o t h e r one h e r e t h a t ' s 

i d e n t i f i e d on t h i s p l a t , No. 2, w h i c h i s 

s o u t h e a s t o f Dewey E. S p a r g e r ' s w e l l h e r e , t h a t 

was d e n i e d . 

Q. Those were v e r t i c a l APDs? 

A. V e r t i c a l APDs w i t h i n t h e b l u e p o t a s h 

e n c l a v e . Then t h e y o u t l i n e d t h i s d r i l l i n g i s l a n d 

between e x i s t i n g w e l l s and t o l d us we c o u l d d r i l l 

t h e d i r e c t i o n a l w e l l w i t h i n t h a t d r i l l i n g i s l a n d . 

Q. What's t h e s i g n i f i c a n c e o f t h e shape t o 

th e n o r t h and west o f t h e d r i l l i n g i s l a n d ? 

A. Oh, t h i s ? T h i s i s t h e b a r r e n a r e a . I f 

you l o o k on t h e p o t a s h map i s s u e d by t h e BLM, 

t h i s i s t h e r e a l b a r r e n a r e a . 

Q. As we move n o r t h o f t h e b a r r e n a r e a , 

what i s t h e s i g n i f i c a n c e o f t h e n e x t c o n t o u r 

l i n e ? 

A. T h i s i s where t h e p o t a s h b l u e e n c l a v e 

a r e a p i n c h e s o u t , o r ceases t o e x i s t . T h i s a r e a 

i s t h e KPLA, known p o t a s h l e a s i n g a r e a , t h e 

s t a i r - s t e p , b o l d , b l a c k l i n e . Beyond t h a t i s t h e 

s e c r e t a r y ' s b o u n d a r y , w h i c h i s n o t i n d i c a t e d on 

t h i s p l a t . 
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Q. D i d you a p p r o a c h t h e BLM abo u t any 

a l t e r n a t i v e s u r f a c e l o c a t i o n , o t h e r t h a n t h e two 

you've d e s c r i b e d ? You had a f i r s t APD f o r 1980? 

A. Yeah, s o m e t h i n g l i k e t h a t . 

Q. And t h e n t h e second one, w h i c h i s 660? 

A. Don't know t h e e x a c t l o c a t i o n . I t h i n k 

D a r r e l l does, t h i s second l o c a t i o n h e r e . I d o n ' t 

know t h e f o o t a g e l o c a t i o n . 

Q. W i t h i n t h a t i s l a n d a r e a i d e n t i f i e d by 

t h e BLM, what was t h e c r i t e r i a , as you u n d e r s t a n d 

i t , t h a t caused them t o say t h a t was a d r i l l i n g 

i s l a n d ? 

A. My u n d e r s t a n d i n g was t h a t t h i s a r e a 

w o u l d n o t be mined f o r p o t a s h so we c o u l d d r i l l 

w i t h i n t h e a r e a t h a t p r e s u m a b l y w i l l n o t be mined 

f o r p o t a s h because o f e x i s t i n g w e l l s . 

Q. D i d he g i v e you any k i n d o f s t a n d a r d by 

w h i c h you had t o b e — w a s t h e r e any s t a n d a r d 

a p p l i e d as t o t h e d i s t a n c e t o an e x i s t i n g o i l 

wel 1? 

A. I n i t i a l l y , t h e y t o l d us t h a t we c o u l d 

be w i t h i n 200 f e e t o f an e x i s t i n g w e l l , o r was i t 

150 f e e t ? 150 f e e t . T h a t ' s why we f i l e d t h i s 

one . 

The o r i g i n a l - - w e l l , no, t h e second 
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l o c a t i o n f o r t h e No. 2 w e l l , w h i c h i s 150 f e e t o r 

so f r o m Dewey E. S p a r g e r ' s w e l l , t h e y s a i d , "No, 

i t c a n ' t be down h e r e t o t h e s o u t h e a s t , " because 

we're i n t h e p o t a s h e n c l a v e , so t h e y came up w i t h 

t h e d r i l l i n g i s l a n d . 

Q. I'm t r y i n g t o s e t t h e p a r a m e t e r s o f t h e 

d r i l l i n g i s l a n d c o n c e p t . How f a r o u t d i d you 

u n d e r s t a n d you c o u l d go f r o m an e x i s t i n g w e l l and 

s t i l l have i t be p a r t o f t h e d r i l l i n g i s l a n d ? 

A. I guess 150 f e e t , as l o n g as we were i n 

t h e d r i l l i n g i s l a n d , b u t we have s u r f a c e 

p r o b l e m s , w h i c h Mr. R o b e r t s w i l l t e s t i f y , sand 

dunes and so f o r t h , e l e c t r i c l i n e s . So, our 

s u r f a c e l o c a t i o n was r e s t r i c t e d w i t h i n t h e 

d r i l l i n g i s l a n d . 

Q. L e t me g e t a c o l o r e d pen so we can 

i d e n t i f y f o r t h e r e c o r d what we're t a l k i n g a b o u t , 

i n t e r m s o f t h a t d r i l l i n g i s l a n d . 

A. Okay. 

Q. I t h i n k t h i s y e l l o w marker w i l l work 

a l l r i g h t . I f y o u ' l l j u s t shade i n on y o u r copy, 

and t h e n on t h e E x a m i n e r ' s copy o f E x h i b i t 8, 

w e ' l l know what you've j u s t d e s c r i b e d f o r us as 

t h e d r i l l i n g i s l a n d . 

Mr. S m i t h , d i d t h e BLM e s t a b l i s h any 
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r e s t r i c t i o n s o r l i m i t a t i o n s w i t h i n t h e d r i l l i n g 

i s l a n d a r e a w i t h r e g a r d s t o how c l o s e you c o u l d 

be t o an e x i s t i n g w e l l ? 

A. No. I t ' s been o ur u n d e r s t a n d i n g , i n 

d e a l i n g w i t h t h e BLM, based on t h e S i n a g u a 18 Fed 

Com No. 1, and o t h e r a r e a s w i t h i n t h e p o t a s h 

e n c l a v e , t h a t t h e y w i l l a l l o w us t o d r i l l n o t 

c l o s e r t h a n 150 f e e t f r o m an e x i s t i n g w e l l . 

So, i n o t h e r words, we have t o be 150 

f e e t away o r more f r o m an e x i s t i n g w e l l . 

Q. So, w i t h i n t h a t d r i l l i n g i s l a n d , you 

s t i l l have t o be 150 f e e t away f r o m an e x i s t i n g 

w e l l ? 

A. T h a t ' s c o r r e c t . 

Q. Any o t h e r l i m i t a t i o n s , r e s t r i c t i o n s 

w i t h i n t h e d r i l l i n g i s l a n d ? 

A. No. And r e a l l y t h e m e e t i n g was v e r y 

b r i e f . They p u l l e d t h e p l a t o u t - - f i r s t o f a l l , 

t h e y t o l d us our APD f o r t h i s w e l l was g o i n g t o 

be d e n i e d . Then t h e y s a i d , "But you have an 

a l t e r n a t e l o c a t i o n w i t h i n — y o u can come up w i t h 

an a l t e r n a t e l o c a t i o n w i t h i n t h e d r i l l i n g 

i s l a n d . " 

W i t h t h e d e p t h o f t h e w e l l , D a r r e l l and 

I t a l k e d a b o u t t h a t t h a t m i g h t be w o r k a b l e , w i t h 
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a b o u t a 1 0 - p e r c e n t d e v i a t i o n , we m i g h t can work 

w i t h t h i s . So, we t o l d t h e BLM, w e ' l l t a k e t h i s 

back t o our o f f i c e and t a l k t o our p e o p l e , and 

make a d e c i s i o n on w h e t h e r o r n o t we can d r i l l 

w i t h i n t h e d r i l l i s l a n d , and d r i l l a d e v i a t e d 

w e l l t o g e t t o our b o t t o m - h o l e l o c a t i o n t h a t we 

p r e f e r g e o l o g i c a l l y . 

D a r r e l l and I d r o v e t o t h e l o c a t i o n , 

a l l t h e way back t o M i d l a n d , s t o o d on about a 

3 0 - f o o t sand dune, s u r v e y e d t h e a r e a , and d e c i d e d 

on where, w i t h i n t h i s d r i l l i n g i s l a n d , w o u l d be 

t h e b e s t l o c a t i o n because o f t h e s u r f a c e 

p r o b l e m s . 

Q. Can you a p p r o x i m a t e f o r us where, 

w i t h i n t h e d r i l l i n g i s l a n d , t h e n , you p r o p o s e t o 

l o c a t e t h e w e l l ? 

A. Yes. Ther e ' s an X on t h i s , and when we 

were o u t on t h e sand dune o r i n t h e c a r , we p u t 

an X on t h e p l a t , and t h a t ' s what t h a t X i s . 

Whether or n o t our e x a c t l o c a t i o n , 

a f t e r s t a k i n g t h e l o c a t i o n and so f o r t h , i s 

e x a c t l y where t h i s X i s , I d o n ' t know, b u t I 

t h i n k D a r r e l l can t e s t i f y t o t h a t a l i t t l e b i t 

b e t t e r t h a n I can. 

MR. KELLAHIN: Thank you, Mr. 
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Examiner. 

EXAMINER MORROW: A l l r i g h t . 

MR. BRUCE: I have n o t h i n g f u r t h e r o f 

t h i s w i t n e s s . 

[ T h e r e was a change i n c o u r t r e p o r t e r s 

a t t h i s t i m e . P l e a s e see Volume I I f o r t h e 

c o n c l u s i o n o f t h e p r o c e e d i n g s i n Case 11077.] 
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