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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
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IN THE MATTER OF THE HEARING CALLED BY 
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PURPOSE OF CONSIDERING: CASE NO. 12,3 50 

APPLICATION OF McELVAIN OIL AND GAS 
PROPERTIES, INC., FOR COMPULSORY 
POOLING, RIO ARRIBA COUNTY, NEW MEXICO 
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EXAMINER HEARING ^ ; 
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BEFORE: MARK ASHLEY, Hearing Examiner oo 
cn 
cn 

March 2nd, 2000 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , MARK ASHLEY, Hearing 

Examiner, on Thursday, March 2nd, 2 000, a t the New Mexico 

Energy, Minerals and Natural Resources Department, Porter 

H a l l , 2 04 0 South Pacheco, Santa 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 

10:10 a.m.: 

EXAMINER ASHLEY: This hearing w i l l now come back 

t o order, and the D i v i s i o n c a l l s Case 12,350. 

MS. HEBERT: A p p l i c a t i o n of McElvain O i l and Gas 

Pr o p e r t i e s , Inc., f o r compulsory p o o l i n g , Rio A r r i b a 

County, New Mexico. 

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

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. We represent McElvain O i l and Gas 

Pr o p e r t i e s , I n c . , and I have two witnesses. 

EXAMINER ASHLEY: A d d i t i o n a l appearances? 

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

rep r e s e n t i n g NM&O Operating Company. I have no witnesses. 

EXAMINER ASHLEY: W i l l the witnesses please stand 

t o be sworn? 

(Thereupon, the witnesses were sworn.) 

EXAMINER ASHLEY: Mr. Carr? 

STEVEN R. JORDAN, 

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. CARR: 

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

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 

5 

A. Steve Jordan. 

Q. Mr. Jordan, where do you reside? 

A. Santa Fe, New Mexico. 

Q. By whom are you employed? 

A. McElvain O i l and Gas Pro p e r t i e s . 

Q. And what i s your p o s i t i o n w i t h McElvain O i l and 

Gas Properties? 

A. 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 t h i s 

D i v i s i o n ? 

A. Yes. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert i n petroleum land matters accepted 

and made a matter of record? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case? 

A. Yes. 

Q. And are you f a m i l i a r w i t h the s t a t u s of the lands 

i n the area which i s the subject of t h i s A p p l i c a t i o n ? 

A. Yes. 

MR. CARR: Are Mr. Jordan's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER ASHLEY: They are. 

Q. (By Mr. Carr) Would you b r i e f l y s t a t e what i t i s 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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t h a t McElvain seeks w i t h t h i s A p p l i c a t i o n ? 

A. McElvain i s seeking an order p o o l i n g the minerals 

i n the — i n l o t s 3, 4, the south h a l f of the northwest 

q u a r t e r , and the southwest quarter, being a west-half 

e q u i v a l e n t i n Section 3, Township 2 5 North, Range 2 West, 

Rio A r r i b a County, comprising 3 2 0.97 acres, more or l e s s . 

Q. And t o what w e l l w i l l t h i s spacing u n i t — or 

these spacing u n i t s , be dedicated? 

A. T h e y ' l l be dedicated t o our Elk Com Number IA 

w e l l . 

Q. W i l l t h a t w e l l be d r i l l e d at a standard l o c a t i o n ? 

A. Yes. 

Q. I n the southwest quarter of t h i s section? 

A. Yes, s i r . 

Q. Let's go t o what has been marked McElvain E x h i b i t 

Number 1. I ' d ask you t o i d e n t i f y i t and review i t f o r Mr. 

Ashley. 

A. E x h i b i t Number 1 i s a p l a t showing the l o c a t i o n 

i n Section 3, the spacing u n i t being a west-half 

e q u i v a l e n t , the approximate l o c a t i o n of our proposed w e l l 

i n the southwest quarter of t h a t s e c t i o n , and the leasehold 

ownership i n the west h a l f of Section 3. 

Q. What i s the primary o b j e c t i v e of the proposed 

well? 

A. The primary o b j e c t i v e i s the Mesaverde formation. 

STEVEN T. BRENNER, CCR 
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Q. Let's go t o what has been marked McElvain Number 

2. Would you i d e n t i f y t h i s , please? 

A. E x h i b i t Number 2 i s a l i s t of the working 

i n t e r e s t owners i n the west h a l f of Section 3. 

Q. And what i s the s t a t u s of v o l u n t a r y commitment t o 

t h i s w e l l of these working i n t e r e s t owners? 

A. We do have v o l u n t a r y commitment of some but not 

a l l of the owners. I could go down the l i s t here. 

T.H. McElvain O i l and Gas Li m i t e d P a r t n e r s h i p has 

v o l u n t a r i l y committed. 

Noseco Corporation out of Reno, Nevada, we've 

t a l k e d w i t h them. They are not committed t o t h i s w e l l and 

w i l l need t o be compulsorily pooled. We have v i s i t e d w i t h 

them, however, and they have i n d i c a t e d t h a t they do not 

want t o j o i n i n t h i s e f f o r t . 

Neumann Family Trust, we've spoken w i t h Peter C. 

Neumann i n Reno, an attorney, who also d i d not want t o 

v o l u n t a r i l y commit h i s i n t e r e s t and does not want t o 

p a r t i c i p a t e . 

Gavilan Dome Properties i s an e n t i t y t h a t we 

never have been able t o f i n d a telephone number f o r . We 

have contacted them i n previous hearings. Nobody can get 

ahold of them; even t h e i r own pa r t n e r s h i p group i n t h e i r 

lease doesn't know how t o get ahold of the owner t h e r e . We 

have sent them, of course, the n o t i c e l e t t e r and received 

STEVEN T. BRENNER, CCR 
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our c e r t i f i e d green card back, but haven't had a c t u a l 

contact w i t h Gavilan Dome. 

James M. Raymond has v o l u n t a r i l y committed h i s 

i n t e r e s t and w i l l p a r t i c i p a t e , as w i l l John S. Brown, J r . 

Mesa Grande Resources has not v o l u n t a r i l y j o i n e d 

our proposal. We've spoken w i t h the owner of Mesa Grande, 

Alex P h i l l i p s , who has undergone considerable h e a r t 

operations r e c e n t l y and i n d i c a t e d t h a t he does not have the 

resources t o p a r t i c i p a t e and has not v o l u n t a r i l y committed 

h i s i n t e r e s t otherwise. 

NM&O Operating Company has i n d i c a t e d t h a t they do 

not want t o p a r t i c i p a t e and has not v o l u n t a r i l y j o i n e d i n 

any way i n our proposal. We have t a l k e d w i t h the pr e s i d e n t 

of NM&O, Mr. Larry Sweet, and our counsel has also spoken 

w i t h Mr. Sweet's counsel. 

George A. Lippman has v o l u n t a r i l y committed h i s 

i n t e r e s t and w i l l p a r t i c i p a t e i n t h i s proposal. 

J. Roger Friedman, and, on the next page P a t r i c i a 

M. Friedman, have both v o l u n t a r i l y j o i n e d and w i l l 

p a r t i c i p a t e . 

Joe Elledge has v o l u n t a r i l y j o i n e d and w i l l 

p a r t i c i p a t e . 

Johansen Energy Partnership, we have spoken w i t h 

them. They d i d not want t o p a r t i c i p a t e and have not 

v o l u n t a r i l y j o i n e d i n our proposal. 

STEVEN T. BRENNER, CCR 
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Williams Production Company has an a f t e r - p a y o u t 

i n t e r e s t . We have spoken w i t h them and, as I say, they 

have an after-payout i n t e r e s t . They have not v o l u n t a r i l y 

j o i n e d . 

Dugan Production Corporation i s l i s t e d on here as 

an i n t e r e s t owner w i t h zero percent. They have a p o t e n t i a l 

reassignment i n t e r e s t i n one of the f e d e r a l leases,, and 

t h a t ' s why we have put them on here f o r n o t i f i c a t i o n 

purposes. I've spoken w i t h David Poage, t h e i r land 

manager, and he has i n d i c a t e d t h a t they are not i n a 

p o s i t i o n t o v o l u n t a r i l y commit t h e i r i n t e r e s t t o t h i s 

proposal. 

Q. Mr. Jordan, what percentage of the working 

i n t e r e s t i s v o l u n t a r i l y committed? 

A. Approximately 50 percent. 

Q. Could you summarize f o r Mr. Ashley McElvain's 

e f f o r t s t o o b t a i n v o l u n t a r y j o i n d e r of these i n t e r e s t 

owners i n t h i s proposed w e l l and spacing u n i t ? 

A. We sent our proposal out December of 1999 and 

have since been i n contact w i t h a l l of the p a r t i e s t h a t 

have not v o l u n t a r i l y committed t h e i r i n t e r e s t s , and have 

not been able t o convince anyone t o v o l u n t a r i l y j o i n us i n 

t h i s proposal. 

Q. I s E x h i b i t Number 3 a copy of your December 

l e t t e r ? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. Yes, s i r . 

Q. And w i t h t h a t l e t t e r d i d you send an AFE and a 

JOA? 

A. Yes, we d i d . 

Q. I n your opinion, have you made a g o o d - f a i t h 

e f f o r t t o o b t a i n the vo l u n t a r y p a r t i c i p a t i o n of a l l 

i n t e r e s t owners i n t h i s well? 

A. Yes, we have. 

Q. There are no i n t e r e s t owners who you've been 

unable t o locate? 

A. There's one i n t e r e s t owner t h a t we have been 

unable t o lo c a t e . 

Q. And t h a t was the Gavilan — 

A. Gavilan Dome, and we have had them i n a number of 

other proposals w i t h i n the l a s t several years and have not 

been able t o f i n d a telephone number f o r them. 

Q. Let's go t o E x h i b i t Number 4. Would you i d e n t i f y 

t h a t , please? 

A. E x h i b i t Number 4 i s the model form o p e r a t i n g 

agreement t h a t was included i n our proposal f o r t h i s w e l l . 

Q. And t h i s agreement has been executed by those 

p a r t i e s you i n d i c a t e d have committed t h e i r i n t e r e s t t o the 

well? 

A. Yes, i t has. 

Q. And t h i s contains the COPAS accounting p r o v i s i o n s 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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t h a t we w i l l be re f e r e n c i n g l a t e r i n t h i s testimony; i s 

t h a t r i g h t ? 

A. Yes, i t does. 

Q. I s E x h i b i t Number 5 a copy of an a f f i d a v i t 

c o n f i r m i n g t h a t n o t i c e of today's hearing has been provided 

i n accordance w i t h O i l Conservation D i v i s i o n r u l e s and 

reg u l a t i o n s ? 

A. Yes. 

Q. Other than the Gavilan Dome group, have a l l those 

i n t e r e s t owners who are not p a r t i c i p a t i n g i n the w e l l been 

n o t i f i e d of today's hearing? 

A. Yes, and Gavilan Dome had been n o t i f i e d as w e l l , 

but we j u s t have not had telephone conversations w i t h them. 

Q. Were E x h i b i t s 1 through 5 e i t h e r prepared by you 

or prepared under your d i r e c t i o n ? 

A. Yes. 

Q. W i l l McElvain be c a l l i n g an engineering witness 

t o review the t e c h n i c a l p o r t i o n s of t h i s case? 

A. Yes. 

MR. CARR: At t h i s time, Mr. Ashley, we would 

move the admission i n t o evidence of McElvain E x h i b i t s 1 

through 5. 

EXAMINER ASHLEY: E x h i b i t s 1 through 5 w i l l be 

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t of Mr. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Jordan. 

EXAMINER ASHLEY: Mr. Bruce? 

EXAMINATION 

Q. Just one question. I don't have the e x h i b i t , Mr. 

Jordan, but E x h i b i t 3 consists of one l e t t e r ; i s t h a t 

c o r r e c t ? 

A. Yes, s i r . 

Q. And t h a t was the only l e t t e r sent t o the working 

i n t e r e s t owners? 

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

MR. BRUCE: That's a l l I have. 

EXAMINATION 

BY MR. ASHLEY: 

Q. Mr. Jordan, you said you have been i n contact 

w i t h Gavilan Dome. You've t a l k e d t o them but — 

A. No. 

Q. You've sent them a l e t t e r , but you haven't t a l k e d 

t o them? 

A. We've sent them a l e t t e r , we got our green card 

back. I n the past there have been times when we d i d n ' t 

even get a green card back because they were not accepting 

c e r t i f i e d m a i l . I'm t a l k i n g about past proposals, i n the 

l a s t several years, and t h i s p a r t i c u l a r instance we d i d get 

our green card back. I n cases where we d i d n ' t get our 

green card back, we have sent them by r e g u l a r m a i l an 

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 

13 

additional set of papers. 

We have not been able t o f i n d a number f o r them. 

We've t a l k e d t o t h e i r other ownership p a r t n e r s i n the 

lease, and they don't know how t o get ahold of them, so... 

Q. But somebody's obviously accepting the mail? 

A. Yes, s i r . 

Q. Okay. Does McElvain have 100 percent of the 

i n t e r e s t i n t h a t northwest quarter? 

A. Yes. McElvain — You say McElvain. We have a 

number of investment partners t h a t have e l e c t e d t o 

p a r t i c i p a t e w i t h us i n those leases i n the northwest 

qu a r t e r . And i n c i d e n t a l l y , they w i l l a l l be c a r r y i n g t h e i r 

p r o p o r t i o n a t e share of any of the force-pooled i n t e r e s t s i n 

the southwest quarter. 

Q. So there are i n t e r e s t s i n the northwest q u a r t e r 

t h a t also have i n t e r e s t s i n the southwest q u a r t e r too? 

A. No, there are i n t e r e s t s other than McElvain i n 

the northwest quarter, p a r t i e s t h a t we have brought i n w i t h 

us who have been w i l l i n g t o put up some r i s k c a p i t a l t o 

d r i l l t h i s acreage. 

Q. Okay. So those t h a t have not j o i n e d are l i m i t e d 

t o the southwest quarter? 

A. Yes. 

EXAMINER ASHLEY: Okay. I have nothing f u r t h e r . 

Thank you. 

STEVEN T. BRENNER, CCR 
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MR. CARR: Mr. Examiner, at this time we would 

c a l l John Steuble. 

JOHN STEUBLE. 

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. CARR: 

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

A. John Steuble. 

Q. Mr. Steuble, where do you reside? 

A. Denver, Colorado. 

Q. By whom are you employed? 

A. McElvain O i l and Gas Pr o p e r t i e s . 

Q. And what i s your p o s i t i o n w i t h McElvain? 

A. I'm the engineering manager. 

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

D i v i s i o n and had your c r e d e n t i a l s as a petroleum engineer 

accepted and made a matter of record? 

A. Yes, s i r . 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case? 

A. Yes, I am. 

Q. Have you made an engineering study of the area 

which i s the subject of the Ap p l i c a t i o n ? 

A. Yes, I have. 

STEVEN T. 
(505) 
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Q. Are you prepared t o review the r e s u l t s of your 

work w i t h Mr. Ashley? 

A. Yes. 

MR. CARR: Are Mr. Steuble's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER ASHLEY: They are. 

Q. (By Mr. Carr) Would you r e f e r t o what has been 

marked f o r i d e n t i f i c a t i o n as McElvain E x h i b i t Number 6, 

i d e n t i f y t h i s and review i t f o r the Examiner? 

A. E x h i b i t Number 6 i s a ni n e - s e c t i o n area around 

our proposed Elk Com IA w e l l . I t shows the spacing u n i t i n 

yello w and the other Mesaverde w e l l s t h a t have been d r i l l e d 

and/or completed i n the area, i n the n i n e - s e c t i o n area. 

Q. Let's go t o E x h i b i t Number 7. Again, I ' d ask you 

t o i d e n t i f y and then review the i n f o r m a t i o n on t h i s e x h i b i t 

as i t r e l a t e s t o the r i s k associated w i t h the development 

of t h i s acreage. 

A. E x h i b i t Number 7 i s a l a r g e r area t h a t shows a l l 

of the Mesaverde w e l l s w i t h the i n i t i a l p o t e n t i a l of the 

w e l l and the cumulative production as of 5-31-99. 

What i t does show i s the sparseness of the 

d r i l l i n g i n the Mesaverde, and i t also shows some of the 

d i f f e r e n c e s i n the completions, as f a r as the cumulative 

pro d u c t i o n , and the lack of con s i s t e n t development i n the 

area. 

STEVEN T. BRENNER, CCR 
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I t h i n k i t ' s very i n t e r e s t i n g t o note, t o the 

northwest — there's a group of w e l l s up t o the northwest 

i n Sections 2 0 and 29, i n t h a t area, t h a t have b e t t e r 

p r o d u c t i o n p r o f i l e s than the w e l l s t h a t we're i n the 

process of d r i l l i n g r i g h t now. 

Q. I f we look a t Section 3, w i l l t h i s be the t h i r d 

Mesaverde w e l l i n t h i s section? 

A. Yes, i t w i l l . 

Q. And are both of the w e l l s t h a t have been d r i l l e d 

reasonably good producing wells? 

A. The two w e l l s i n Section 3 are both reasonably 

good producing w e l l s , yes. 

Q. When you look a t the Mesaverde formation, i s t h i s 

a blanket deposit, or are there c h a r a c t e r i s t i c s of the 

r e s e r v o i r t h a t would tend t o c o n t r i b u t e t o the r i s k 

associated w i t h developing these reserves? 

A. What we're f i n d i n g i s , as we d r i l l them, each of 

these w e l l s has a d i f f e r e n t l o g c h a r a c t e r i s t i c and 

d i f f e r e n t production p r o f i l e s . From the Mesaverde down, 

you have the th r e e formations, the C l i f f House, the Menefee 

and the Point Lookout, and we're seeing b i g v a r i a t i o n s 

between those, s p e c i f i c a l l y i n the Menefee s e c t i o n of the 

w e l l s . 

Q. I f we look a t the w e l l i n the southwest of 

Section 34, i s t h a t a Mesaverde well? 
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A. That's a Mesaverde w e l l t h a t we d r i l l e d and 

completed, and we put i t on l i n e i n J u l y of 1999. 

Q. And i s t h a t going t o be a successful Mesciverde 

completion? 

A. At t h i s p o i n t i t does not look l i k e t h a t w e l l 

w i l l ever reach an economic production p r o f i l e . We're 

c u r r e n t l y making 90 b a r r e l s of water a day and 120 of gas a 

day. We've had a completion r i g on i t a number of times 

t r y i n g t o i s o l a t e where the water i s coming from, and as of 

t h i s date we haven't r e a l l y solved the problem. I n f a c t , 

we have i n s t a l l e d a pumping u n i t on the w e l l i n order t o 

pump the water o f f . 

Q. Are you prepared t o make a recommendation t o the 

Examiner as t o the r i s k penalty t h a t should be assessed 

against any n o n p a r t i c i p a t i n g i n t e r e s t owner i n the well? 

A. Yes, I am. 

Q. And what i s that? 

A. 2 00 percent. 

Q. And upon what do you base t h a t recommendation? 

A. I base i t on the lack of c o n s i s t e n t development 

w i t h i n the area, and the uneconomical w e l l i n Section 33 — 

or 34, I'm so r r y . There's two uneconomic w e l l s thcit have 

been i n Section 2, and also n o r t h of t h a t i n Section 5. 

One other t h i n g t h a t I might mention: Up i n 

Section 22, of 26-2, we had a Mesaverde attempt and have 
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since plugged t h a t o f f because we couldn't get commercial 

pr o d u c t i o n out of i t . 

Q. Do you bel i e v e there's a chance t h a t you could 

d r i l l a w e l l a t t h i s proposed l o c a t i o n t h a t , i n f a c t , would 

not be a commercial success? 

A. Yes, I do. 

Q. Let's go t o what has been marked E x h i b i t Number 

8. W i l l you i d e n t i f y t h a t , please? 

A. E x h i b i t 8 i s the AFE t h a t I prepared. 

Q. And would you review the t o t a l s f o r the completed 

and the dryhole costs? 

A. The t o t a l cost, assuming s t i m u l a t i o n , i s 

$635,070. The dryhole cost i s $304,020. 

Q. Are these costs i n l i n e w i t h what has been 

i n c u r r e d by McElvain f o r d r i l l i n g other Mesaverde w e l l s i n 

t h i s area? 

A. Yes, they are. 

Q. Have you made an estimate of overhead and 

a d m i n i s t r a t i v e costs t o be in c u r r e d w h i l e d r i l l i n g the w e l l 

and also w h i l e producing i t , i f i t i s successful? 

A. Yes, we have. 

Q. And what are those? 

A. The d r i l l i n g r a t e i s $5484.67, and the overhead 

r a t e i s $548.48. 

Q. And what i s the basis f o r t h i s recommendation? 
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A. I t ' s based on the other w e l l s t h a t we have i n 

opera t i o n i n the area. 

Q. And have these costs been approved by the 

D i v i s i o n f o r other w e l l s t h a t you have had t o f o r c e pool 

w i t h i n the l a s t year? 

A. Yes, they have. 

Q. And you recommend these f i g u r e s be incorpo r a t e d 

i n t o the order t h a t r e s u l t s from today's hearing? 

A. Yes, I do. 

Q. Does McElvain request t h a t these r a t e s be 

increased i n accordance w i t h the 1984 COPAS accounting 

procedures f o r j o i n t operations? 

A. Yes, we do. 

Q. And those procedures are attached t o our E x h i b i t 

4, the j o i n t operating agreement? 

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

Q. Does McElvain O i l and Gas Pr o p e r t i e s , Inc. , 

request t h a t i t be designated operator of the proposed w e l l 

i n t h i s spacing u n i t ? 

A. Yes, we do. 

Q. I n your opinion, w i l l g r a n t i n g t h i s a p p l i c a t i o n 

and d r i l l i n g of the w e l l as proposed be i n the best 

i n t e r e s t of conservation, the prevention of waste and the 

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

A. Yes. 
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Q. Were McElvain Exhibits 6, 7 and 8 prepaid by you 

or compiled under your d i r e c t i o n ? 

A. Yes, they were. 

MR. CARR: Mr. Ashley, a t t h i s time we would move 

the admission i n t o evidence of McElvain E x h i b i t s 6 through 

8. 

EXAMINER ASHLEY: E x h i b i t s 6 through 8 w i l l be 

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Steuble. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Steuble, i s t h i s the f i r s t w e l l i n t h i s 

p r o r a t i o n u n i t t o be d r i l l e d ? 

A. No, s i r , we have our Elk Com IA, which is; i n the 

northwest quarter of t h i s s e c t i o n . 

Q. So t h i s i s the f i r s t i n f i l l w e l l? 

A. Yes, s i r . 

Q. Now, you mentioned e a r l i e r t h a t s e veral w e l l s i n 

the area were uneconomical. One of them was the Section 

34? 

A. Yes. 

Q. You mentioned some other ones too? 

A. There's two w e l l s . There's — I n Section 2, 

which i s t o the east of our proposed w e l l , the w e l l down i n 

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 

the southeast corner i s c u r r e n t l y producing out of the 

Mesaverde, but i t ' s an uneconomic w e l l . I n August of 1999, 

i t produced a t o t a l of 129 MCF per month. 

The w e l l j u s t t o the n o r t h of t h a t Section 3 5 was 

also a Mesaverde attempt. I t i s c u r r e n t l y shut i n and has 

cum'd the 779 MCF t h a t you see there. That's i t s 

cumulative production. I t i s c u r r e n t l y shut i n . 

Q. Did I hear you say t h a t you were going t o plug 

one of these wells? Did I hear t h a t e a r l i e r ? 

A. No, s i r . 

Q. Okay. 

A. Not u n t i l we get the geology f i g u r e d out. I t ' s 

not a c o n s i s t e n t formation from w e l l t o w e l l , and i t ' s 

given us problems because i t does make volumes of water 

t h a t we haven't q u i t e f i g u r e d out where i t ' s a l l coming 

from. 

Q. Were any of the other w e l l s t h a t you d r i l l e d 

w i t h i n t h i s area d r i l l e d under a compulsory p o o l i n g order? 

A. Yes, s i r . 

Q. Can you t e l l me which ones those were? 

A. I bel i e v e the w e l l i n the northwest of 3 was 

pooled, the w e l l i n 34 was not, but the w e l l i n 10 was. 

MR. JORDAN: No, the w e l l i n 10 was not. 

MR. CARR: Mr. Examiner, the w e l l i n 10 was not 

d r i l l e d pursuant t o a pooli n g order. 
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EXAMINER ASHLEY: I t was not? 

MR. CARR: I t was not. 

EXAMINER ASHLEY: So only the w e l l i n the 

northwest q u a r t e r of Section 3? 

Mr. Carr? 

MR. CARR: May i t please the Examiner, I would 

j u s t l i k e t o p o i n t out t h a t the w e l l i n Section 10 was the 

subj e c t of a for c e - p o o l i n g order, but t h e r e were no working 

i n t e r e s t owners pooled i n t h a t case. They a l l u l t i m a t e l y 

j o i n e d i n the w e l l , and the order was only a p p l i c a b l e t o 

c e r t a i n r o y a l t y orders t h a t were under o l d leases, but 

d i d n ' t grant the working i n t e r e s t s the r i g h t t o pool 

i n t e r e s t s . 

Furthermore, the w e l l i n the northwest of 3 was 

the subject of Pooling Order Number R-11,247, which was 

entered i n Case 12,224 on September the 9th. And t h a t ' s 

the source of the request f o r the overhead and 

a d m i n i s t r a t i v e costs. That's the reference t o t h a t . 

EXAMINER ASHLEY: Mr. Bruce? 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Steuble, looking a t your E x h i b i t 6 --• 

A. Yes, s i r . 

Q. — the w e l l i n Section 10, what i s the i n i t i a l 

p o t e n t i a l on t h a t well? 
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A, I aon't have the initial potential, I have the 

most c u r r e n t production of 310 MCF a day and 3 0 b a r r e l s of 

water a day. I t ' s only been on less than a month. 

Q. Now, the w e l l i n the southeast of Section 3, i s 

t h a t McElvain's well? 

A. The w e l l i n the southeast i s operated by Mallon. 

Q. Oh, okay. And t h i s cumulative p r o d u c t i o n , what 

date i s t h a t through? Do you know? 

A. Through 5 of 1999. 

Q. Now, the Elk Com Number 1 i n the northwest 

q u a r t e r of Section 3, what i s t h a t cumulative p r o d u c t i o n 

f i g u r e through? 

A. A l l of these are through 5 of 1999. 

Q. What i s the most recent cumulative p r o d u c t i o n and 

c u r r e n t r a t e s f o r t h a t Elk Com Number 1? 

A. For the Elk Com 1? 

Q. Yes. 

A. The most cu r r e n t r a t e I have i s 405 MCF a day and 

25 b a r r e l s of water. Just give me a minute on the — On 

the Elk Com Number 1, the gas, cumulative of 247,000 MCF. 

247. 

Q. Through what date would t h a t be? 

A. Through 12 of 1999. And we've also cum'd 12,570 

b a r r e l s of water. 

Q. One other question. There was a p o o l i n g case i n 
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Section 33, I believe. 

A. Yes, there was. 

Q. Has t h a t w e l l been d r i l l e d ? 

A. That w e l l has been d r i l l e d , but i t ' s a Dakota 

w e l l . 

Q. Oh, okay, i t ' s a Dakota well? 

A. Yes,sir. 

Q. Do you know i f the Mesaverde was also pooled i n 

t h a t p o o l i n g hearing? 

A. I be l i e v e i t was, yes, s i r . 

Q. Okay, but i t ' s s t r i c t l y completed i n the Dakota 

a t t h i s p o int? 

A. At t h i s p o i n t , yes. 

Q. What are the r a t e s on t h a t well? 

A. I n the Dakota w e l l , i t i s 3 60 MCF a day and 12 

b a r r e l s of water a day. 

MR. BRUCE: That's a l l I have, Mr. Examiner. 

EXAMINER ASHLEY: Mr. Carr? 

MR. CARR: I have no r e d i r e c t . 

FURTHER EXAMINATION 

BY MR. ASHLEY: 

Q. Mr. Steuble, what was the TD of t h i s w e l l , 

proposed TD? 

A. I t ' s 6400 f e e t . 

EXAMINER ASHLEY: I have nothing f u r t h e r . Thank 
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you. 

MR. CARR: That concludes our p r e s e n t a t i o n i n 

t h i s case. 

EXAMINER ASHLEY: There being nothing f u r t h e r i n 

t h i s case, Case 12,350 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

10:40 a.m.) 
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