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New Mexico Energy, Minerals and Natural Resources 

Department, Porter H a l l , 2 04 0 South Pacheco, Santa Fe, New 
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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 

8:20 a.m.: 

EXAMINER STOGNER: This hearing w i l l come t o 

order, Docket Number 05-00, today's date February 17th, 

2000. I'm Michael Stogner, appointed Hearing Examiner f o r 

today's cases. 

At t h i s time I w i l l c a l l f i r s t case, Number 

12,324. 

MS. HEBERT: A p p l i c a t i o n of Harvey E. Yates 

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

EXAMINER STOGNER: C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, Jim Bruce from Santa 

Fe, r e p r e s e n t i n g the Applicant. I have two witnesses t o be 

sworn. 

EXAMINER STOGNER: Please l e t the record show 

t h a t Mr. Bruce d i d not stand t o make h i s p r e s e n t a t i o n . 

Any other appearances? 

W i l l the witnesses please stand and be sworn i n 

at t h i s time? 

(Thereupon, the witnesses were sworn.) 

EXAMINER STOGNER: Mr. Bruce? 

MR. BRUCE: Mr. Examiner, before we begin I want 

t o note one small matter. The advertisement f o r t h i s case 

s t a t e s t h a t the w e l l i s 2 310 from the n o r t h l i n e , the 

A p p l i c a t i o n a c t u a l l y states 213 0 from the n o r t h l i n e . As a 
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r e s u l t , because of the pool r u l e s i n t h i s area, t h i s 

l o c a t i o n i s orthodox, and I would l i k e t o note t h a t f o r the 

record. 

EXAMINER STOGNER: Okay, so t h a t was a typo. 

MR. BRUCE: Yes. 

EXAMINER STOGNER: So the w e l l l o c a t i o n i n the 

advertisement i s unorthodox, but your a c t u a l w e l l l o c a t i o n 

i s orthodox? 

MR. BRUCE: Correct. 

EXAMINER STOGNER: Okay, then t h a t would be a l l 

r i g h t , t h e r e w i l l be no need of a d v e r t i s i n g the same. 

VERNON D. DYER, 

the witness h e r e i n , a f t e r having been f i r s t d uly 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. BRUCE: 

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

A. I t ' s Vernon Dyer. 

Q. And where do you reside? 

A. Roswell, New Mexico. 

Q. Who do you work f o r and i n what capacity? 

A. Harvey E. Yates Company, and I'm the land 

manager. 

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

Di v i s i o n ? 

STEVEN T. BRENNER, CCR 
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A. Yes. 

Q. And were your c r e d e n t i a l s as a landman? 

A. Yes. 

Q. And were your c r e d e n t i a l s as a landman, expert 

petroleum landman, accepted as a matter of record? 

A. Yes, i t was. 

Q. And are you f a m i l i a r w i t h the land matters 

i n v o l v e d i n t h i s A p p l i c a t i o n ? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I tender Mr. Dyer as an 

expert petroleum landman. 

EXAMINER STOGNER: Mr. Dyer i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Dyer, could you i d e n t i f y 

E x h i b i t 1 f o r the Examiner and describe what Heyco seeks i n 

t h i s case? 

A. This i s the land p l a t of the area shown i n 17 

South, 38 East, and what we've o u t l i n e d on i t i s the 80-

acre p r o r a t i o n u n i t , the south h a l f of the northwest 

q u a r t e r of Section 8. 

Q. What pool i s t h i s w e l l in? 

A. We are going f o r the Strawn. 

Q. Okay, and t h a t i s the South Humble City-Strawn 

Pool? 

A. That's the c l o s e s t one, yes. 

Q. Okay. And t h a t i s spaced on 80 acres? 

STEVEN T. BRENNER, CCR 
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A. That i s c o r r e c t . 

Q. And w e l l s are t o be w i t h i n 150 f e e t of the center 

of the qu a r t e r - q u a r t e r s e c t i o n , I b e l i e v e , under those 

s p e c i a l pool rules? 

A. I t h i n k t h a t i s c o r r e c t . 

Q. Okay. Moving on t o E x h i b i t 2, could you i d e n t i f y 

the leasehold or working i n t e r e s t ownership i n the well? 

A. This i s the worksheet or a spreadsheet showing 

the working i n t e r e s t of a l l the p a r t i e s i n the w e l l . 

Q. Of these p a r t i e s , which are the ones t h a t you 

seek t o f o r c e pool? 

A. I t ' s the l a s t f o u r , James T. Smith, Ray F. 

Tissue, Dorothy Jane Tissue and Evelyn S t i n n e t t . 

Q. Okay. Now, are these lessees, or are they 

unleased mineral owners? 

A. They're unleased mineral owners. 

Q. Now, I see up at the top of t h a t you've got 

southwest q u a r t e r , northwest quarter, and then the south 

h a l f , northwest. But i s n ' t mineral i n t e r e s t ownership 

common throughout t h i s w e l l u n i t ? 

A. Yes, i t ' s common throughout the whole t h i n g . 

Q. Okay. Now, these unleased mineral owners, why i s 

i t t h a t you haven't come t o terms w i t h these persons? 

A. Because we were unable t o l o c a t e them, although 

we've t r i e d . 

STEVEN T. BRENNER, CCR 
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Q. Could you i d e n t i f y your E x h i b i t 3 and describe 

Heyco 1s e f f o r t s t o loc a t e these mineral owners? 

A. E x h i b i t 3 i s the — F i r s t o f f , i t ' s a l i s t of the 

t h i n g s t h a t we have done t o t r y t o contact the people. And 

then attached t o i t i s l e t t e r s t h a t we have sent c e r t i f i e d 

t o the people, t h a t have been sent back t o us and never 

picked up. 

Q. Okay. And under each mineral owner i t i d e n t i f i e s 

t he steps you took i n a d d i t i o n t o m a i l i n g l e t t e r s "o l o c a t e 

these persons? 

A. That i s c o r r e c t , people we've t a l k e d t o , the 

d i r e c t o r y assistance we've gone through, the r e l a t i v e s t h a t 

we've spoken w i t h . 

Q. I n your opinion, has Heyco made a reasonable 

g o o d - f a i t h e f f o r t t o locate these f o u r unleased mineral 

i n t e r e s t owners? 

A. Yes, s i r , I believe we have. 

Q. Now, w i t h respect t o these l e t t e r s t h a t you sent 

out, were they a l l returned t o you? 

A. Yes, they were returned. 

Q. Okay. 

A. Returned t o sender, a l l of them, except the l a s t 

one, we haven't received back ye t . But i t ' s — 

Q. Okay. 

A. -- again sent out c e r t i f i e d m a i l , and we haven't 
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received anything on i t . 

Q. Could you r e f e r t o E x h i b i t 4 and discuss the cost 

of the proposed well? 

A. Number 4 i s the AFE, E x h i b i t 4 i s the AFE we 

prepared f o r i t . I t shows a dryhole cost of $563,000, 

completion cost of $1,060,000. 

Q. And are these costs i n l i n e w i t h the costs of 

other w e l l s d r i l l e d t o t h i s depth i n t h i s area of Lea 

County? 

A. Yes. 

Q. And does Heyco request t h a t i t be designated 

operator of the well? 

A. That i s c o r r e c t , yes, we do. 

Q. What are your recommendations f o r the s u p e r v i s i o n 

overhead r a t e s which Heyco should be paid? 

A. We've requested $6600 a month f o r the d r i l l i n g 

w e l l and $660 a month f o r the producing w e l l r a t e . 

Q. Now, are these amounts equivalent t o those 

normally charged by Heyco and other operators i n t h i s area 

f o r w e l l s of t h i s depth? 

A. Yes, i t i s . 

Q. And does Heyco request t h a t these r a t e s be 

adjusted according t o the COPAS accounting procedure? 

A. Yes, we do. 

Q. And t o the extent p o s s i b l e , were these i n t e r e s t 

STEVEN T. BRENNER, CCR 
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owners notified of the hearing in this case? 

A. Yes, as best we could. We t o l d r e l a t i v e s as w e l l 

as — 

Q. And i s E x h i b i t 5 my a f f i d a v i t of notice? 

A. I s i t ? 

Q. Yes. 

A. Yes, I'm sorr y , I d i d n ' t understand. 

Q. Now, one t h i n g , i f you go t o the second page of 

t h a t e x h i b i t , Mr. Dyer, there i s n o t i c e t o a F l o r i s s a n t 

E x p l o r a t i o n . What happened t o t h a t i n t e r e s t ? 

A. F l o r i s s a n t sold t h e i r i n t e r e s t t o Tamarac 

Producing Company, Production Company, and we have come t o 

terms w i t h Tamarac, and they're j o i n i n g the o p e r a t i n g . 

MR. BRUCE: Okay. And Mr. Examiner, E x h i b i t 6 i s 

a n o t i c e t h a t was published i n the Hobbs News-Sun "o these 

f o u r unlocatable i n t e r e s t owners, g i v i n g n o t i c e of the 

o r i g i n a l p o o l i n g hearing set i n t h i s matter. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Dyer — 

A. Yes, s i r . 

Q. — l e t ' s see, i n the advertisement and on E x h i b i t 

Number 2 there's mention here again of the southwest 

q u a r t e r , northwest quarter. But I understand from your 

testimony t h a t the south h a l f , northwest q u a r t e r , i t ' s 

STEVEN T. BRENNER, CCR 
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common ownership throughout that whole half — quarter 

section? 

A. Yes, through the northwest quarter and the — 

Yes, i t i s through the whole quarter s e c t i o n . 

Q. Through the whole quarter section? 

A. A c t u a l l y , through the northwest q u a r t e r and the 

n o r t h h a l f of the southwest quarter i s a l l common 

ownership. 

Q. I'm so r r y , the nor t h h a l f of the what? 

A. Of the southwest. 

Q. Okay. 

A. That 80-acre t r a c t t h e r e , t h a t i s a l l common 

ownership f o r t h a t 24 0 acres. 

Q. Okay. When I r e f e r t o E x h i b i t Number 1, I show 

t h a t there's a dry hole up there t o the n o r t h i n U n i t C? 

A. Yes, t h a t i s c o r r e c t . 

Q. Could you review the records t h e r e and see i f — 

Or can you t e l l me anything about the land ownership i n 

t h a t well? Did they get agreement or anything on t h a t — 

A. No, they were unable t o loca t e a l o t of them 

also . Yes, AnSon i s one of our par t n e r s . They are the 

ones t h a t d r i l l e d the w e l l . They're one of our p a r t n e r s , 

and they f u r n i s h e d us a l l the i n f o r m a t i o n they had on them 

a t the time. And so, using t h e i r i n f o r m a t i o n , as w e l l as 

going t o the p u b l i c records and eve r y t h i n g , we t r i e d t o 
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locate them. 

But i n one of my a f f i d a v i t s , we've even t a l k e d t o 

the h a l f - s i s t e r and the aunt of one of the people, and they 

haven't seen them f o r 3 0 years and they have no idea where 

they're locat e d , so... 

Q. Do you know i f t h a t w e l l t h a t I was r e f e r r i n g t o , 

i f i t came under the fo r c e - p o o l i n g p r o v i s i o n s a t the — 

A. No, I do not know t h a t . We were not a pa r t n e r of 

i t a t t h a t time and everything. 

MR. BRUCE: Mr. Bruce, I'm going t o take 

a d m i n i s t r a t i v e n o t i c e of the w e l l record t h a t we have here 

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

With t h a t , are there any other questions of Mr. 

Dyer? 

Oh, one other question, Mr. Dyer. 

Q. (By Examiner Stogner) I n your review of the 

ownership of t h i s land, when d i d Smith and the Tissue and 

Ms. S t i n n e t t — when d i d they f i r s t acquire t h a t property? 

A. This i s through i n h e r i t a n c e . They are — One of 

them, Mrs. S t i n n e t t , acquired i t through the death of her 

f a t h e r . She was the second h a l f of the f a t h e r . I mean, he 

had two f a m i l i e s . He had married one, and then the s i s t e r s 

went — Then h i s f i r s t w i f e died, and the second w i f e he 

married, and she was the second h a l f of i t . Hence the 

h a l f - s i s t e r t h a t we t a l k e d t o , t h a t l i v e s i n Ruidoso, about 

STEVEN T. BRENNER, CCR 
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her. 

The other th r e e , the Tissue, they i n h e r i t e d i t 

through the death — we assume, through the death •— w e l l , 

no, they i n h e r i t e d through the death, but t h i s i n h e r i t a n c e 

took place 20 years ago or longer, the death of t h e i r 

f a t h e r . And they are o u t - o f - s t a t e r e s i d e n t s , they l i v e i n 

Alabama and Georgia, and so we've — and C a l i f o r n i a . 

And so we've advertised every place we could i n 

those s t a t e s . And when we c a l l e d t o check on them, not 

only d i d we check i n the s t a t e of — or i n the C i t y of 

Birmingham, but we got the s t a t e l i s t i n g , and we c a l l e d 

everybody t h a t was l i s t e d under t h a t name i n the State of 

Alabama, l o o k i n g f o r them, and — 

Q. You c a l l e d every James Smith i n Alabama? 

A. Every one w i t h a T. i n the middle i n i t i a l . 

Q. And how many was that ? 

A. There wasn't t h a t many. I t narrowed i t down 

considerably when you s t a r t p u t t i n g the middle i n i t i a l s i n 

the r e . 

Q. Okay. 

A. I t was q u i t e intense, the search t h a t we d i d . We 

had a broker working on i t f u l l - t i m e . 

Q. Now, you mentioned something about some 

advertisements i n these out of s t a t e s . How was t h a t done? 

A. Well, the advertisement was done — not so much 

STEVEN T. BRENNER, CCR 
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the advertisement as i t was going through the d i r e c t o r y 

assistance f o r the states and going on the I n t e r n e t and 

going on the dis c search, telephone d i s c search t h a t you 

can acquire from companies t o use on the computer, and 

we've used a l l of those methods. 

Q. You know, t h i s i s somewhat of a new t h i n g t h a t ' s 

come up. Of course, i t makes i t very h e l p f u l . On your 

I n t e r n e t search on something l i k e t h i s , could you e x p l a i n a 

l i t t l e more i n d e t a i l , because t h i s — I want i t f o r the 

record, t o o , and l i k e I said, t h i s i s a new t h i n g f o r — a 

new t o o l f o r landmen t o use, t r y i n g t o f i n d p a r t i e s . I'm 

t r y i n g t o make a record, too, t o e s t a b l i s h what the 

procedures — Where would you go i n the I n t e r n e t , what 

would you key i n t o , d i d you have a Social S e c u r i t y number 

by chance? 

A. No. No, we d i d n ' t have a Social S e c u r i t y number, 

because a l l the records we've seen d i d n ' t have one i n the 

p u b l i c records. What we d i d was run on the I n t e r n e t , and 

most of them was put on by telephone companies or something 

l i k e t h a t . 

So you're searching t h e i r records, and you use i t 

by s t a t e , u s u a l l y , when you go t o the search area f o r 

missing persons, i s what i t ' s c a l l e d under, or unlocatable 

persons. And you go i n and you pic k the s t a t e and the 

c i t y , and then you put the name i n , l a s t name, f i r s t name, 
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middle i n i t i a l . 

And then they go up and they p u l l everybody i n 

t h a t c i t y w i t h t h a t l a s t name, f i r s t name and middle 

i n i t i a l , or w i t h t h a t l a s t name and two i n i t i a l s t he same. 

I f , you know, i t ' s Jim Bruce Brown, i f i t ' s J.B. Brown, i t 

w i l l p u l l i t up too. 

So we d i d t h a t . And then when we couldn't f i n d 

anything i n Birmingham, then we went t o the s t a t e and j u s t 

opened i t up and sa i d , you know, l i k e anybody i n the s t a t e . 

And I t h i n k we ended up w i t h 13 i n the s t a t e w i t h J.T. 

i n i t i a l s . 

Q. And you would have what? An address and a phone 

number? 

A. Have an address and a phone number t o contact 

them. 

Q. And when you c a l l them, how would you — What 

would you do? 

A. Well, what we would do i s , because we knew who 

the f a t h e r was and knew who they i n h e r i t e d from, l i k e James 

T., we asked them — we t o l d them t h a t we were l o o k i n g f o r 

a c e r t a i n Smith, and h i s f a t h e r ' s name was Ray, i s your 

f a t h e r a l i v e ? And we — not have t o do anything, j u s t k i n d 

of have t o t a l k t o them, t e l l them we're l o o k i n g f o r a 

James T. Smith whose f a t h e r ' s name was Ray Smith and l i v e d 

i n Birmingham, Alabama. And t h a t e l i m i n a t e d a l o t of them 
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j u s t r i g h t o f f the hand, you know. They would t e l l you no. 

So a l o t of times i f you get the r e — Very seldom 

i s the f a t h e r ' s name the same as the ones t h a t we're 

l o o k i n g f o r . But then i f we found t h a t they s a i d the 

f a t h e r ' s name was the same, then we'd ask them what the 

mother's name was, and l e t them t e l l us the mother's name, 

t o make sure t h a t we had the r i g h t one, ins t e a d of 

v o l u n t e e r i n g a l o t of i n f o r m a t i o n and they j u s t say, Yeah, 

yeah, yeah, t h a t ' s me, you know. Yeah, send me the money, 

t h a t ' s me, you know. 

Q. That's the reason I'm asking, because i f I ever 

got one of these phone c a l l s I would say, Yeah, yeah, 

t h a t ' s me. 

A. So f i r s t you e s t a b l i s h the f a t h e r ' s name, and i f 

t h a t ' s the same then you ask them t o give you the mother's 

name, and you ask them f o r the date of the death of the 

f a t h e r . 

Q. Well, I appreciate your patience on t h i s . Like I 

sa i d , I wanted t o get i t i n t o the record since t h i s i s a 

new procedure, a new t o o l , t h a t I'm sure we're going t o see 

more and more of l a t e r on. I n f a c t , maybe the att o r n e y s 

someday may want t o come up w i t h some s o r t of a procedural 

p o l i c y , a p p l i c a b l e . 

A. I t ' s becoming very common. That's the way we're 

f i n d i n g a l o t of people now. 
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Q. Do you belong t o a landman's a s s o c i a t i o n or a 

landman 1s group? 

A. Yes, I'm AAPL, and the president of the New 

Mexico Landmans Association. 

Q. Has the landman a s s o c i a t i o n n a t i o n a l l y addressed 

t h i s issue on f i n d i n g missing persons through the I n t e r n e t ? 

A. Yes, they have. They've had a l o t of a r t i c l e s i n 

our t e c h n i c a l magazine, they've had a couple a r t i c l e s i n 

i t , and also we've — a t some of our seminars they t e l l us 

t h a t ' s one way t o locate — I t ' s become very common i n the 

land business t o use i t . 

You can even use i t nationwide. I have one t h a t 

I was loo k i n g f o r and I couldn't f i n d any s t a t e , so I j u s t 

put nationwide. Boom, I h i t 13 nationwide of people w i t h 

the same name. 

EXAMINER STOGNER: I'm glad t o hear that,, t h a t 

the landman a s s o c i a t i o n and everything has addressed t h i s 

and i t ' s becoming common knowledge and ev e r y t h i n g . Good, 

I ' l l keep t h a t i n mind. 

Okay, I have no other questions of Mr. Dyer. 

MR. BRUCE: I do need t o move the admission of 

E x h i b i t s 1 through 6, Mr. Examiner. 

EXAMINER STOGNER: Why yes, you do. E x h i b i t s 1 

through 6 w i l l be admitted i n t o evidence a t t h i s time. 

Thank you, Mr. Dyer. 
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RAMON REYES, 

the witness h e r e i n , a f t e r having been f i r s t duly 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. BRUCE: 

Q. Would you please s t a t e your name and c i t y of 

residence? 

A. Ramon Reyes, Roswell, New Mexico. 

Q. And who do you work for? 

A. I work f o r Harvey E. Yates Company. 

Q. What's your j o b w i t h Heyco? 

A. I'm a g e o l o g i s t . 

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

Di v i s i o n ? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert petroleum 

g e o l o g i s t accepted as a matter of record? 

A. Yes. 

Q. And are you f a m i l i a r w i t h the geology i n v o l v e d i n 

t h i s A p p l i c a t i o n ? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I would tender Mr. 

Reyes as an expert petroleum g e o l o g i s t . 

EXAMINER STOGNER: Mr. Reyes i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Could you please r e f e r t o your 
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E x h i b i t 7, Mr. Reyes, and discuss the primary zone of 

i n t e r e s t f o r t h i s well? 

A. The primary zone of i n t e r e s t i n t h i s w e l l i s the 

Strawn. Secondary zones include probably the Wolfcamp and 

San Andres. 

Q. What i s shown on E x h i b i t 7? 

A. This shows a — I t ' s a production map of e x i s t i n g 

w e l l s t h a t produce out of the Strawn formation. 

Q. This map shows — When you're l o o k i n g a t your 

proposed l o c a t i o n and the w e l l s t o the northwest --

immediate northwest and southeast of those, they have a 

l i t t l e b i t of green i n them. Were they p r o d u c t i v e , or d i d 

they j u s t have shows of o i l i n those --

A. Right, yes. This i s a bubble map of pr o d u c t i o n . 

The bigger the green dot, the b e t t e r the pr o d u c t i o n 

h i s t o r y . Those numbers i n d i c a t e — The top number 

i n d i c a t e s cumulative o i l , and the bottom i s the cumulative 

gas. 

Q. Okay. And so r e a l l y , the nearest commercial w e l l 

i s , oh, a l i t t l e more than a mile away from your l o c a t i o n ? 

A. Correct. 

Q. Okay. Let's move on t o your E x h i b i t 8, the 

isopach, and could you i d e n t i f y what you hope t o l o c a t e i n 

t h i s zone? 

A. Yes, t h i s i s a p o r o s i t y isopach i n the Strawn 
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section. I t was derived by a l i t t l e b it of well control 

t h a t we have, 2-D and 3-D i n f o r m a t i o n t h a t we have 

a v a i l a b l e t o us. 

Q. Now, t h i s map shows what? You're hoping t o h i t a 

l i t t l e p o r o s i t y pod t h a t s tretches across the boundary of 

Sections 7 and 8? 

A. Right. With the 2-D and the 3-D seismic 

i n f o r m a t i o n t h a t we have, we were able t o d e f i n e a small 

anomaly roughly the size of what you see t h e r e , k i n d of a 

l i t t l e o y s t e r - l o o k i n g . . . 

Q. W i l l your proposed l o c a t i o n h i t what you hope i s 

the high i n the s t r u c t u r e ? 

A. Correct. 

Q. Let's move on t o your f i n a l e x h i b i t , E x h i b i t 

Number 9, and discuss the contents of t h a t f o r the 

Examiner, please. 

A. Okay, t h i s i s a s t r u c t u r e map, and i t ' s hung on a 

datum a t 7000 f e e t , so i t ' s roughly from the bottom of the 

lower Wolfcamp down t o the Atoka shale. 

I t p r i m a r i l y goes from west t o east, i n order t o 

be showing production of the w e l l s t h a t are i d e n t i f i e d on 

t h a t production map, namely showing the Nearburg w e l l s 

t h e r e i n Section 8, I believe — I'm s o r r y , Section 12, the 

Wright Number 1 and Wright Number 2, which have been 

pr o d u c t i v e i n these zones t h a t we're p r o j e c t i n g t o f i n d 

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 

21 

w i t h respectable reserves of 650,000 t o 360,000 apiece. 

We are — That's about i t . 

Q. Does t h i s f a u l t — I n o t i c e there's a f a u l t near 

your l o c a t i o n . Does t h a t have any e f f e c t on the w e l l 

l o c a t i o n ? 

A. Kind of hard t o define where t h a t f a u l t — Well, 

the f a u l t i s f a r enough t o the west t h a t I t h i n k i t ' s 

c r e a t i n g another l i t t l e zone here, separating the two 

zones. Hopefully w e ' l l be able t o tap i n t o v i r g i n 

r e s e r v o i r s and f i n d the new f i e l d s . 

Q. Based on your study of t h i s area, should the 

maximum cost-plus-200-percent penalty be assessed against 

any nonconsenting i n t e r e s t owner? 

A. Yes, I do. 

Q. And were E x h i b i t s 7 through 9 prepared by you or 

under your supervision? 

A. Yes, they were. 

Q. And i n your opinion i s the g r a n t i n g of t h i s 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

prev e n t i o n of waste? 

A. Yes, I do. 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of E x h i b i t s 7 through 9. 

EXAMINER STOGNER: E x h i b i t s 7 through 9 w i l l be 

admitted i n t o evidence. 
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EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Reyes, i n looking a t E x h i b i t Number 8 — and 

l e t ' s take the w e l l immediately t o the n o r t h of the 

proposed p r o r a t i o n u n i t , what e x a c t l y i s the i n f o r m a t i o n 

t h a t you're showing here? 

A. Are you r e f e r r i n g t o the Gipson w e l l i n Section 

8? 

Q. That i s the one i n Un i t L e t t e r C of Section 8. 

A. U n i t L e t t e r C. Yes, s i r , the w e l l was d r i l l e d , I 

be l i e v e , by Nearburg. We j u s t b e l i e v e t h a t they were j u s t 

s t r u c t u r a l l y high, j u s t t o t a l l y missed the pod i t s e l f , the 

anomaly i t s e l f , and I t h i n k we're b e t t e r able t o i d e n t i f y 

w i t h our 3-D t h a t i t was a l i t t l e b i t smaller than they 

f i r s t a n t i c i p a t e d . I t h i n k they though i t was a l i t t l e 

bigger than t h a t . 

So w i t h t h a t w e l l c o n t r o l , I t h i n k we have more 

confidence t h a t i t ' s a l i t t l e b i t f a r t h e r south and a 

l i t t l e more — smaller defined. 

Q. Okay. With the i n f o r m a t i o n shown on t h i s 

e x h i b i t , I'm assuming t h i s was d r i l l e d t o a t o t a l depth of 

11,530 f e e t — t h a t ' s the number down a t the bottom — 

A. Right. 

Q. — a Strawn t e s t ? 

A. Correct. 
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Q. And what? The p e r f o r a t e d i n t e r v a l was 7474 t o 

7710? What are those numbers? 7474, then you have a zero 

and a minus 7710. 

A. Oh, the numbers — Okay, those are j u s t r e f e r r i n g 

t o the horizons t h a t were picked, the Strawn and the 

Wolfcamp, so t h a t we could b e t t e r d e f i n e i t on the 

s t r u c t u r e t o where — you know, a s t r u c t u r e map on the 

Strawn. 

Q. And what i s the zero i n d i c a t i n g ? 

A. Zero i n d i c a t i n g there was no pay, no p o r o s i t y , 

nothing t o explore. 

Q. Okay. And the number above, 189 and (HEY) i n 

parentheses? 

A. 189 i s , I b e l i e v e , i s the top of the Wolfcamp, 

and the 189 i s — I'm not r e a l sure what t h a t was about. 

Q. What would the HEY stand for? 

A. HEY i s our p i c k , Heyco. We use d i f f e r e n t vendors 

t o help us w i t h our p i c k s , and then we p i c k our own as 

w e l l . 

Q. Okay. The pods shown as i n d i c a t e d on E x h i b i t 

Number 8, t h i s i s your i n t e r p r e t a t i o n of 3-D — I'm s o r r y , 

d i d you say 2-D seismic or 3-D seismic? 

A. Both. 

Q. Both. And when was t h a t seismic i n f o r m a t i o n run 

i n t h i s p a r t i c u l a r — or has i t had several runs i n t h i s 
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area? 

A. S i r , I believe t h a t 3-D was shot back i n 1997 by 

Western, and i t was shot f o r AnSon Operating, I b e l i e v e . 

That's the company name, who were able t o purchase p a r t of 

t h a t . 

Q. Was there any other, older seismic data t h a t you 

u t i l i z e d ? 

A. As f a r as 3-D or 2-D? 

Q. Both. 

A. Both. We had some 2-D seismic i n t h a t area. We 

have a couple of l i n e s i n there. 

Q. Now, t h i s i s an area t h a t ' s been — had nany, 

many survey shots, has i t not? 

A. Right. 

Q. I imagine when you go up t o a door wanting t o run 

a survey, they know what you're there f o r ? 

A. Yes, s i r , e x a c t l y . 

EXAMINER STOGNER: Any other questions of Mr. 

Reyes? He may be excused. 

Mr. Bruce, I've got one other problem here. The 

overhead charge i s $6600 and $660, was t h a t r i g h t ? 

MR. BRUCE: That was r i g h t . 

EXAMINER STOGNER: Could you provide me a most 

update, c u r r e n t — not P r a t t and Whitney. Who am I 

t h i n k i n g of? 
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MR. BRUCE: Ernst and — 

EXAMINER STOGNER: Ernst and Young, yeah.. 

MR. BRUCE: Yes, I w i l l fax t h a t over l a t e r 

today. 

EXAMINER STOGNER: I do appreciate i t . 

Anything f u r t h e r i n Case Number 12,324? Then 

t h i s matter w i l l be taken under advisement. 

Thank you, s i r . 

(Thereupon, these proceedings were concluded a t 

8:47 a.m.) 
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