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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:31 a.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l Case 

12,395, the A p p l i c a t i o n of McElvain O i l and Gas P r o p e r t i e s , 

I n c . , f o r compulsory p o o l i n g , Rio A r r i b a County, New 

Mexico. 

C a l l f o r appearances i n t h i s case. 

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 CATANACH: Any a d d i t i o n a l appearances? 

W i l l the two witnesses please stand t o be sworn 

in? 

(Thereupon, the witnesses were sworn.) 

STEVEN R. JORDAN, 

the witness h e r e i n , a f t e r having been f i r s t d u l y 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. Steve Jordan. 

Q. Mr. Jordan, where do you reside? 

A. Santa Fe, New Mexico. 

Q. By whom are you employed? 

STEVEN T. BRENNER, CCR 
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A. McElvain O i l and Gas Pr o p e r t i e s , I n c . 

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

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 and had 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. 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 s u b ject area? 

A. Yes. 

MR. CARR: We tender Mr. Jordan as an expert 

witness i n petroleum land matters. 

EXAMINER CATANACH: Mr. Jordan i s so q u a l i f i e d . 

Q. (By Mr. Carr) Would you b r i e f l y summarize f o r 

Mr. Catanach what i t i s 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 seeks an order p o o l i n g a l l of the 

minerals from the base of the P i c t u r e d C l i f f s f o r m a t i o n t o 

the base of the Dakota formation i n the south h a l f of 

Section 29, Township 26 North, Range 2 West, Rio A r r i b a 

County, New Mexico. 

Q. And t o what w e l l w i l l t h i s acreage be dedicated? 

STEVEN T. BRENNER, CCR 
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A. To be dedicated t o our proposed Bear Com 29 

Number 1 w e l l , located a t a standard l o c a t i o n i n the 

southeast quarter of t h a t Section 29. 

Q. Mr. Jordan, l e t ' s go t o what has been marked 

McElvain E x h i b i t Number 1, and I would ask you t o f i r s t 

i d e n t i f y i t and then review i t f o r Mr. Catanach. 

A. This i s b a s i c a l l y a land p l a t showing our 

proposed spacing u n i t of the south h a l f of Section 29, also 

showing the three leases involved and the ownership of 

those t h r e e leases i n the south h a l f of Section 29. 

Q. What i s the primary o b j e c t i v e i n the w e l l ? 

A. The primary o b j e c t i v e i s the Dakota — Basin-

Dakota Pool, Dakota formation. 

Q. Are there secondary objectives? 

A. The secondary o b j e c t i v e would be the Mesaverde 

formation. 

Q. Let's go t o McElvain E x h i b i t Number 2. W i l l you 

review t h a t f o r Mr. Catanach? 

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

i n t e r e s t owners i n the south h a l f of Section 29 t h a t own 

i n t e r e s t below the base of the P i c t u r e d C l i f f s f o r m a t i o n . 

Q. Could you i d e n t i f y f o r us those i n t e r e s t owners 

who have committed t o t h i s well? 

A. Under t h i s l i s t , McElvain i s the only committed 

owner. 
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Q. So 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 t o the well? 

A. F i f t y percent. 

Q. Could you review f o r the Examiner the e f f o r t s you 

have made t o ob t a i n the vo l u n t a r y j o i n d e r of the other 

i n t e r e s t owners i n t h i s proposed spacing u n i t ? 

A. Yes, we sent — on February the 2 3rd, sent a 

proposal l e t t e r t o d r i l l the Bear Com 29 Number 1 w e l l . I t 

was a c t u a l l y a re v i s e d proposal as we had r e v i s e d our 

previous proposal t o d r i l l t o the base of the Mesaverde and 

have r e v i s e d t h a t t o d r i l l t o the base of the Dakota 

formation. 

That was sent along w i t h an AFE and an ope r a t i n g 

agreement t o a l l of the working i n t e r e s t owners i n the 

south h a l f of Section 29, below the base of the PC. 

Subsequent t o t h a t , we have attempted t o c a l l a l l 

of the owners and have t a l k e d t o most of them, w i t h the 

exception of Gavilan Dome Pr o p e r t i e s , which we have not 

been able t o loca t e t h a t p a r t y as f a r as a phone number. 

A l l the owners d i d sign f o r the c e r t i f i e d m a i l i n g 

w i t h the o r i g i n a l proposal and the r e v i s e d proposal, and we 

di d get our green cards back from a l l of the owners. 

Q. Mr. Jordan, McElvain has been d r i l l i n g — has 

r e c e n t l y d r i l l e d other w e l l s i n t h i s same general area; i s 

t h a t not correc t ? 
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A. Yes, we've been d r i l l i n g w e l l s i n a two-township 

area, and t h i s same ownership group has been i n v o l v e d i n a 

number of those w e l l s . 

Q. And you've been r e q u i r e d t o f o r c e pool them each 

time? 

A. Each time. None of them have e l e c t e d t o 

p a r t i c i p a t e i n the w e l l a t t h i s p o i n t . 

Q. I n your opinion, have you made a good 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 each of 

these i n t e r e s t owners i n the proposed well? 

A. Yes. 

Q. And E x h i b i t Number 3 i s a copy of the w e l l 

proposal l e t t e r t h a t you referenced, dated February 23, 

2000? 

A. Yes, s i r . 

Q. I s E x h i b i t Number 4 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 r e g u l a t i o n s ? 

A. Yes. 

Q. And attached t o t h a t a f f i d a v i t are copies of 

l e t t e r s and r e t u r n r e c e i p t s ; i s t h a t c o r r e c t ? 

A. Yes. 

Q. To whom was n o t i c e of t h i s hearing provided? 

A. I t was provided t o a l l of the working i n t e r e s t 

owners below the base of the Pic t u r e d C l i f f s f o r m a t i o n i n 

STEVEN T. BRENNER, CCR 
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the south h a l f of Section 29. 

Q. I s every i n t e r e s t owner who would be sub j e c t t o 

t h i s p o o l i n g order included i n t h i s l i s t ? 

A. Yes, s i r . 

Q. Were E x h i b i t s 1 through 4 e i t h e r prepared by you 

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

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 of the case? 

A. Yes, we w i l l . 

MR. CARR: Mr. Catanach, a t t h i s time we move the 

admission i n t o evidence of McElvain E x h i b i t s 1 through 4. 

EXAMINER CATANACH: E x h i b i t s 1 through 4 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. Jordan. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Jordan, you said the Gavilan Dome — you 

couldn't f i n d a phone number f o r them? 

A. No. No, s i r , we've been l o o k i n g f o r them, as f a r 

as a phone number, f o r a year and a h a l f now. 

And a l o t of times they don't even p i c k up t h e i r 

c e r t i f i e d m a i l i n g s , and we have t o then m a i l one r e g u l a r 

m a i l as w e l l . 
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My understanding from some of the other p a r t i e s 

i n which — t h e i r ownership i s based i n a common set of 

t i t l e chain w i t h these other p a r t i e s , and they're having a 

very d i f f i c u l t time l o c a t i n g or de a l i n g w i t h t h i s same 

group. 

Along those same l i n e s , I might mention t h a t 

Dugan Production Corporation i s l i s t e d as a zero-percent 

working i n t e r e s t owner, but we've l i s t e d them and n o t i f i e d 

them of t h i s hearing. 

I t i s our understanding t h a t t h i s other group of 

owners are owing them a p a r t i a l reassignment of an i n t e r e s t 

i n these lands, and t h a t ' s why we've l i s t e d them. That 

same group has had d i f f i c u l t y f i n d i n g and d e a l i n g w i t h 

Gavilan Dome Properties as w e l l , as they're t r y i n g t o get 

t h a t reassignment prepared, and having the same k i n d of 

problem t h a t we're having. 

Q. Dugan can't p a r t i c i p a t e a t t h i s p o i n t because 

they don't have the i n t e r e s t y e t ; i s t h a t c o r r e c t ? 

A. Correct. We've t a l k e d t o Dugan and t h e i r 

p o s i t i o n i s , i f and when they do get a reassignment, you 

know, t h e y ' l l be more i n a p o s i t i o n t o make a d e c i s i o n as 

f a r as p a r t i c i p a t i o n i n these w e l l s . 

But u n t i l then, they f e e l l i k e t h e i r hands are 

t i e d . 

Q. Do you know why some of these other i n t e r e s t 

STEVEN T. BRENNER, CCR 
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owners are r e l u c t a n t t o p a r t i c i p a t e ? 

A. I t ' s my understanding t h a t Noseco Corporation and 

Neumann Family Trust are i n the middle of attem p t i n g t o 

s e l l t h e i r undeveloped acreage t o a t h i r d p a r t y . 

Mesa Grande Resources, the pr e s i d e n t i s E. Alex 

P h i l l i p s , and he j u s t underwent t r i p l e bypass surgery and 

i n d i c a t e d t h a t he's not i n a p o s i t i o n t o do very much a t 

a l l . 

We've t a l k e d w i t h NM&O Operating Company a number 

of times, and I'm not sure, other than maybe economic 

reasons, why they're not e l e c t i n g t o p a r t i c i p a t e . 

I've also spoken w i t h the pres i d e n t of Johansen 

Energy Partnerships, and b a s i c a l l y j u s t not i n t e r e s t e d . 

Williams Production Company owns a re v e r s i o n a r y 

working i n t e r e s t a f t e r payout, under a purchase and sale 

agreement w i t h Mesa Grande Corporation. 

Q. You don't a n t i c i p a t e anybody coming on board? 

A. They haven't — I n previous w e l l s we've d r i l l e d 

i n the l a s t couple of years, none of them have e l e c t e d t o 

p a r t i c i p a t e , none of them have elected t o sig n a JOA and go 

nonconsent, and none have u l t i m a t e l y e l e c t e d a f t e r t he 

compulsory p o o l i n g t o p a r t i c i p a t e i n any of our w e l l s . . 

EXAMINER CATANACH: Okay, I have no f u r t h e r 

questions. 

MR. CARR: At t h i s time we c a l l Mr. John Steuble. 

STEVEN T. BRENNER, CCR 
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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. Where do you reside? 

A. I res i d e i n 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 an expert i n petroleum 

engineering accepted and made a matter of record? 

A. Yes, I have. 

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

A. Yes, I have. 

Q. Are you prepared t o share the r e s u l t s of t h a t 

work w i t h the Examiner? 

STEVEN T. BRENNER, CCR 
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A. Yes. 

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

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Mr. Steuble, l e t ' s go 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 

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

A. This i s j u s t a p l a t of the immediate area around 

our proposed Bear Com 29 Number 1, and showing the south-

h a l f spacing t h a t we're requesting. 

I t ' s also showing the o f f s e t w e l l s and t h e i r 

producing formations t h a t are i n the immediate area. 

Q. Let's go t o E x h i b i t Number 6, the Mesaverde IP 

and cumulative production map. Would you 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 ? 

A. This e x h i b i t i s a l a r g e r — covering more of the 

townships around the proposed w e l l , and what I've done i s 

shown the e x i s t i n g Mesaverde w e l l s , t h e i r IP, r e p o r t e d IPs, 

and the cumulative production as of November 3 0th, 1999. 

Q. B a s i c a l l y , what does t h i s show you? 

A. I t h i n k what we're t r y i n g t o show i s the 

scarceness of the Mesaverde production i n the area as 

compared w i t h other areas of the Basin. 

The other t h i n g t h a t i t shows i s , some of the 

w e l l s have very high IPs and marginal cumulative 

STEVEN T. BRENNER, CCR 
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r e c o v e r i e s , and t h a t ' s b a s i c a l l y i t . 

Q. What does McElvain E x h i b i t Number 7 show? 

A. E x h i b i t Number 7 i s t i m e - r a t e p l o t s t h a t I've 

done f o r selected w e l l s i n the area, t r y i n g t o show the 

d i f f e r e n c e s i n w e l l s t h a t are i n the area, as f a r as the 

producing c h a r a c t e r i s t i c s i n the Mesaverde fo r m a t i o n . 

These curves do not include a l l of the w e l l s on 

E x h i b i t 6, but j u s t some selected w e l l s t h a t show t h e r e i s 

a high r i s k i n the area concerning p o t e n t i a l p r o d u c t i o n 

problems. 

Q. And t h i s i s on the Mesaverde formation? 

A. This i s on the Mesaverde. 

Q. Let's go now t o the Dakota. Would you i d e n t i f y 

and review McElvain E x h i b i t Number 8? 

A. E x h i b i t Number 8 i s again, the same geographical 

area, showing the Dakota completions. And I might add t h a t 

not a l l these are s t r i c t l y Dakota. Some are Dakota-Gallup. 

As you can see, we're dealing w i t h three d i f f e r e n t pools. 

We have the O j i t o Gallup-Dakota Northeast, we have the 

L i n d r i t h Gallup-Dakota West, and we have the T r i p l e G Pool 

or the Gavilan Greenhorn Graneros-Dakota Pool t o the south. 

Our Bear Com w e l l i s o f f s e t t i n g the O j i t o Gallup-

Dakota Pool, but we are also pooled i n our 3 3 w e l l i n t o the 

Gavilan Greenhorn Graneros Pool. We are p e r m i t t i n g t h i s as 

a Basin-Dakota w e l l . 
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Q. Would you i d e n t i f y and review E x h i b i t Number 9? 

A. Number 9 i s selected t i m e - r a t e curves f o r some of 

these w e l l s t h a t are on E x h i b i t 8. Again, I have not 

prepared curves on each i n d i v i d u a l w e l l , but what we're 

t r y i n g t o show i s some of the c h a r a c t e r i s t i c s or the 

d i f f e r e n t c h a r a c t e r i s t i c s of the producing h o r i z o n i n one 

of these pools. 

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

Examiner concerning the r i s k penalty which 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? 

A. Yes, I am. 

Q. And summarize the basis — Or what i s your 

recommendation? 

A. My recommendation i s a 200-percent p e n a l t y . 

Q. And summarize b r i e f l y the basis f o r t h a t 

recommendation. 

A. I t goes back t o the previous e x h i b i t showing the 

p o t e n t i a l f o r poor w e l l s i n the area, both i n the Mesaverde 

and the Dakota formations. 

Q. I n your opinion, i s i t p o s s i b l e t o d r i l l a w e l l 

a t the proposed l o c a t i o n t h a t would not be an economic 

success? 

A. Yes, i t i s . 

Q. Would you i d e n t i f y McElvain E x h i b i t Number 10, 

please? 
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A. E x h i b i t Number 10 i s an AFE I prepared t o d r i l l 

and complete the w e l l t o the Dakota formation as a Dakota 

producer. 

Q. And would you review the dryhole and completed 

w e l l costs? 

A. Dryhole costs are $374,370, completed w e l l costs 

are $686,520. 

Q. Are these costs i n l i n e w i t h what you have 

i n c u r r e d i n the d r i l l i n g of s i m i l a r w e l l s i n the immediate 

area? 

A. Yes, they are. 

Q. Have you made an estimate of the overhead and 

a d m i n i s t r a t i v e costs t o be i n 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 f i g u r e s ? 

A. The d r i l l i n g r a t e would be $5484.67, the monthly 

producing r a t e would be $548.47. 

I would l i k e t o add t h a t we estimated these i n 

January, and as of A p r i l 1st they w i l l be decreased by f i v e 

percent. 

Q. And what was the f i g u r e f o r the d r i l l i n g w e l l — 

what was the d r i l l i n g w e l l rate? 

A. $5484.67. 

Q. Do you recommend t h a t these f i g u r e s be 
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incor p o r a t e d i n t o any order which r e s u l t s from t h i s 

hearing? 

A. Yes, I do. 

Q. Would you i d e n t i f y McElvain E x h i b i t Number 11? 

A. E x h i b i t Number 11 i s the model o p e r a t i n g 

agreement form. 

Q. Does t h i s j o i n t operating agreement set overhead 

r a t e s and provide f o r adjustment of those rates? 

A. Yes, i t does. 

Q. Does McElvain request t h a t the overhead r a t e s 

approved by the D i v i s i o n be subject t o adjustment i n 

accordance w i t h the COPAS gu i d e l i n e s a p p l i c a b l e t o a l l 

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

A. Yes, we do. 

Q. I n your opinion, w i l l 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 and the d r i l l i n g of the proposed w e l l 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. Most d e f i n i t e l y . 

Q. Were McElvain E x h i b i t s 5 through 11 prepared by 

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

A. Yes, s i r . 

MR. CARR: At t h i s time, Mr. Catanach, we move 

the admission i n t o evidence of McElvain E x h i b i t s 5 through 

11. 
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EXAMINER CATANACH: E x h i b i t s 5 through 11 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 CATANACH: 

Q. Mr. Steuble, why i s i t r i s k y t o d r i l l a Dakota i n 

t h i s area of the Basin? 

A. Well, t h a t can be shown i n the t i m e - r a t e curve. 

We have d r i l l e d one Dakota w e l l i n Section 33. I t h i n k 

i t 1 s shown on — On E x h i b i t Number 8, i t i s shown i n 

Section 33, completed February of t h i s year. 

We had one sand, the Dakota "A" sand, t h a t we 

completed. We also t r i e d t o complete up i n the Greenhorn, 

and t h a t ' s why we got put i n t h a t Greenhorn Gavilan 

Graneros Pool. The Greenhorn proved t o be very t i g h t and 

probably nonproductive. The Dakota zone a c t u a l l y screened 

out on the f r a c j o b. So we're not sure t h a t w e ' l l get a 

decent s t i m u l a t i o n . But you're d r i l l i n g t o 8400-8500 f e e t 

f o r a 30-foot pay zone, b a s i c a l l y . 

We have had enormous l o s t c i r c u l a t i o n problems i n 

t h i s area, t o the east of t h i s . We're r i g h t on the eastern 

edge of the Basin. We t h i n k we have — You know, the 

outcrops t o the east of us on the Mesaverde. So we're i n a 

very — what's the word I'm looking f o r ? — unstable, i f 
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you w i l l , environment as f a r as d r i l l i n g . I t ' s not l i k e 

d r i l l i n g i n the middle of the Basin. 

And so i t i s r i s k y . 

Q. How do you — I s there any way t o e x p l a i n why the 

IPs on these Dakota w e l l s are so d i f f e r e n t ? 

A. No, s i r . 

Q. I mean, i n the same se c t i o n you can have an IP of 

3 0 and an IP of 713. I mean, i t ' s q u i t e a s u b s t a n t i a l 

d i f f e r e n c e . 

A. A l o t of i t i s probably how the operator chooses 

t o r e p o r t the IP. But over here i n these other pools, i t ' s 

not always j u s t Dakota open. I t could be — You know, the 

Gallup could be open. And the Gallup n o t o r i o u s l y has a 

high IP and a quick drawdown. 

Q. And you're t a l k i n g about t h i s same k i n d of r i s k 

i n the Mesaverde formation? 

A. Yes, we've d r i l l e d a number of Mesaverde w e l l s , 

as shown on our E x h i b i t Number 6, p r i m a r i l y i n Section 3 

and 4 of 25-2, we d r i l l e d i n 34, and we've t r i e d a 

recompletion up i n Section 2 2 i n the Mesaverde, which 

n e t t e d us nothing, we walked away from i t . I t ' s q u i t e 

i n c o n s i s t e n t , we've had a l o t of water problems, water 

p r o d u c t i o n problems. We've had water r a t e s of 9 0 t o 125 

b a r r e l s of water a day t h a t we're having t o dispose o f . 

We've had other w e l l s — We t h i n k we're g e t t i n g a 
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handle on b e t t e r completion techniques, but we s t i l l have 

water i n the Mesaverde. We're not sure i f i t ' s i n the 

C l i f f h o u s e or the Point Lookout or the Menefee. 

A good example i s our Section 34 w e l l , which we 

have walked away, b a s i c a l l y , from the Point Lookout zone 

and have r e c e n t l y recompleted i n the Lewis. And r i g h t now 

i t ' s an uneconomic w e l l , yet i t o f f s e t s one of our b e t t e r 

w e l l s i n the northwest quarter of 3. But the logs look 

t o t a l l y d i f f e r e n t . 

I'm not sure t h a t we're i n your conventional 

Mesaverde system, as you would expect i n other p a r t s of the 

Basin. 

Q. Just t o repeat your overhead r a t e s , f o r d r i l l i n g 

r a t e s you've got $5484.67? 

A. $5484.67. 

Q. And a producing r a t e of $548.47? 

A. Yes. 

Q. Would you mind i f we rounded those o f f ? 

A. Can I defer t o our land guy f o r t h a t ? 

EXAMINER CATANACH: I s t h a t a problem? 

MR. JORDAN: We're t r y i n g t o keep a l l of our 

w e l l s of a s i m i l a r depth a t a s i m i l a r l e v e l as f a r as the 

overhead, and those r a t e s have been adjusted under COPAS 

g u i d e l i n e every year, and due t o those adjustments they've 

ended up w i t h the pennies involved. 

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 

So t o keep these w e l l s a t the exact same r a t e as 

our other w e l l s , we'd l i k e t o keep i t a t the same penny 

denomination. 

EXAMINER CATANACH: I see. 

Q. (By Examiner Catanach) Now, you d i d mention 

something about these were going t o be reduced? 

A. Yes, the COPAS — i t reduced by f i v e percent, 

A p r i l 1st. 

MR. JORDAN: Point f i v e percent — 

THE WITNESS: Point f i v e . 

MR. JORDAN: — approximately. 

THE WITNESS: Okay. 

MR. JORDAN: Under COPAS g u i d e l i n e s , every year 

the r a t e s are adjusted. And again, i n keeping these r a t e s 

s i m i l a r t o other r a t e s t h a t are being adjusted, we would 

a d j u s t these r a t e s down by .5 percent as of A p r i l 1 st. 

EXAMINER CATANACH: Okay. 

Q. (By Examiner Catanach) And you guys have 

d r i l l e d , obviously, s i m i l a r w e l l s i n t h i s area t o s i m i l a r 

depths r e c e n t l y ? 

A. Yes. 

Q. Okay. So these d r i l l i n g costs are p r e t t y much i n 

l i n e w i t h what you've encountered so fa r ? 

A. Yes. 

Q. That AFE t h a t you've got as E x h i b i t Number 10, 
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who was t h a t prepared by? 

A. Myself. 

Q. Okay. 

A. And most of those, the b i g p r i c e s l i k e the 

d r i l l i n g footage, the d r i l l i n g p r i c e s and the pipe p r i c e s 

were — a t the time I ' d done the AFE, which was i n 

December, those were the c u r r e n t p r i c e s . Pipe p r i c e s may 

have gone up since t h a t time. 

EXAMINER CATANACH: Okay. A l l r i g h t , I have 

nothing f u r t h e r . 

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 CATANACH: Okay, there being n o t h i n g 

f u r t h e r , Case 12,395 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

9:55 a.m.) 

! 40, 

Off Conservation Divisio»~ 
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