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CHAIRMAN LeMAY: Case No. 10377. 

MR. STOVALL: I n the matter of the 

h e a r i n g c a l l e d by the O i l C o n s e r v a t i o n Commission 

f o r the purpose of c o n s i d e r i n g gas a l l o w a b l e s f o r 

the p r o r a t e d gas p o o l s i n New Mexico f o r October 

1991, through March 92. Opened s o l e l y f o r the 

purpose of h e a r i n g the a p p l i c a t i o n f o r r e h e a r i n g 

f i l e d by Hallwood Petroleum r e g a r d i n g the 

a l l o w a b l e e s t a b l i s h e d f o r the C a t c l a w Draw Morrow 

Pool i n Eddy County, New Mexico. 

CHAIRMAN LeMAY: L e t ' s back up i n case 

t h e r e i s anyone here on Case 10345 and 10346. I 

have a note to have those c o n t i n u e d . So i f we 

co u l d j u s t i n s e r t those c a s e s b e f o r e we get to 

10377 . 

Case 10345. 

MR. STOVALL: A p p l i c a t i o n of BHP 

Petroleum Americas, I n c . , f o r compulsory p o o l i n g , 

San Juan County, New Mexico. 

CHAIRMAN LeMAY: And case 10346. 

MR. STOVALL: A l s o the a p p l i c a t i o n of 

BHP Petroleum Americas, I n c . , f o r compulsory 

p o o l i n g , San Juan County, New Mexico. 

CHAIRMAN LeMAY: I have a note here 

t h a t t h e s e c a s e s were to be c o n t i n u e d to 

RODRIGUEZ-VESTAL REPORTING, INC. 
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J a n u a r y . I s t h a t t h e w i s h e s --

MR. CARR: May i t p l e a s e t h e 

Commission, my name i s W i l l i a m F. C a r r . I'm an 

a t t o r n e y f o r L o u i s e Locke. We f i l e d t h e 

a p p l i c a t i o n f o r h e a r i n g de novo, and we w o u l d 

r e q u e s t t h e cases be c o n t i n u e d t o d a y . 

CHAIRMAN LeMAY: I s t h e r e any o b j e c t i o n 

t o t h o s e cases b e i n g c o n t i n u e d t o J a n u a r y ? I f 

n o t , t h e cases 10345 and 10346 w i l l be c o n t i n u e d 

t o t h e J a n u a r y 16 h e a r i n g . 

(And t h e p r o c e e d i n g s were c o n c l u d e d . ) 

RODRIGUEZ-VESTAL REPORTING, INC. 
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1 CHAIRMAN LeMAY: I want to c a l l the 

2 next case, but before we do, I'd l i k e the 

3 attorneys for those two cases to come up and 

4 d i s c u s s a l i t t l e b i t the time frame we're 

5 operating under. 

6 (A d i s c u s s i o n was held off the record.) 

7 CHAIRMAN LeMAY: We'll now c a l l cases 

8 No. 10345 and 10346. 

9 MR. STOVALL: I don't have my docket 

10 with me. Both cases are the a p p l i c a t i o n of BHP 
t 

11 Petroleum Americas, I n c . , for compulsory pooling 

12 i n San Juan County, New Mexico. 

13 Mr. Chairman, these are companion 

14 cases. They involve forced poolings in proration 

15 u n i t s , which are i n the same s e c t i o n on 320 

16 a c r e s , and therefore i t ' s necessary, I b e l i e v e , 

17 to consolidate and hear these cases together. 

18 In of f - t h e - r e c o r d d i s c u s s i o n , counsel 

19 for the p a r t i e s have explained to the Commission 

20 that they a n t i c i p a t e that by lawyer standard 

21 time, these cases would take a conservative 

22 three-and-a-half hours, which t r a n s l a t e s 

23 g e n e r a l l y anywhere up to twice that. 

24 P a r t i e s have agreed that they would get 

25 a bet t e r hearing i f t h i s case i s continued to the 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 
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1 March 12th Commission h e a r i n g and t h a t the 

2 Commission has agreed to s e t i t as the f i r s t c a s e 

3 on the docket to commence at 9:00 i n the morning 

4 of the 12th. 

5 I n order to e x p e d i t e , p a r t i c u l a r l y 

6 s i n c e t h e r e a r e l e g a l i s s u e s i n v o l v e d i n the 

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

8 the p a r t i e s p r o v i d e and they have agreed to 

9 p r o v i d e one week from tomorrow, t h a t would be I 

10 guess the 8th -- 6th, F r i d a y the 6th, a b r i e f of 

11 the l e g a l i s s u e s i n v o l v e d i n the c a s e , a summary 

12 of the D i v i s i o n Examiner c a s e from which t h i s 

13 c a s e i s being heard de novo, a summary of the 

14 proposed t e s t i m o n y i n the upcoming cas e and t h e i r 

15 p r e s e n t a t i o n f o r the f o l l o w i n g week, and c o p i e s 

16 of the e x h i b i t s which they propose to p r e s e n t . 

17 And those documents w i l l a l l , of c o u r s e , be 

18 exchanged w i t h each o t h e r and p r o v i d e d to 

19 Commission c o u n s e l . 

20 With t h a t i n mind, we b e l i e v e t h a t we 

21 can then hear t h i s c a s e more c l e a r l y and perhaps 

22 more c o n c i s e l y by h a v i n g t h e s e i s s u e s c l e a r l y 

23 o u t l i n e d . And I c o u l d be prepared a t t h a t time 

24 to b e t t e r a d v i s e the Commission on some of the 

25 l e g a l i s s u e s w i t h which they won't be f a m i l i a r . 

RODRIGUEZ-VESTAL REPORTING 
/ K n K \ Q R f i _ n 7 o 
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1 I b e l i e v e t h a t summarizes the 

2 o f f - t h e - r e c o r d d i s c u s s i o n . 

3 CHAIRMAN LeMAY: C a l l f o r appearances, 

4 I t h i n k , and f i n d out on the r e c o r d who the 

5 p a r t i e s a r e . 

6 MR. BRUCE: Mr. Examiner, Jim Bruce, 

7 from the H i n k l e law f i r m , r e p r e s e n t i n g the 

8 a p p l i c a n t , BHP Petroleum. 

9 MR. TULLY: Mr. Chairman, members of 

10 the Commission, I'm R i c h a r d T u l l y from 

11 Farmington, New Mexico. I w i l l be c o c o u n s e l w i t h 

12 W i l l i a m F. C a r r from S a n t a Fe r e p r e s e n t i n g 

13 L o c k e - T a y l o r doing b u s i n e s s as L o c k e - T a y l o r 

14 D r i l l i n g Company. 

15 CHAIRMAN LeMAY: A d d i t i o n a l appearances 

16 i n the c a s e ? 

17 Was Mr. S t o v a l l ' s summary of the 

18 o f f - t h e - r e c o r d d i s c u s s i o n s , was t h a t your 

19 u n d e r s t a n d i n g of what we're going to do i n a 

20 couple weeks, or i s t h e r e a n y t h i n g you wanted to 

21 add? 

22 MR. BRUCE: Yes, Mr. Chairman, except I 

23 would l i k e an exchange of each p a r t y ' s e x h i b i t s 

24 today. S i n c e we're going to have to b r i e f those, 

25 I would l i k e the e x h i b i t s t h a t we p l a n to use to 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 
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1 be exchanged today. 

2 CHAIRMAN LeMAY: Mr. T u l l y and Mr. 

3 C a r r , any o b j e c t i o n s to t h a t ? 

4 MR. TULLY: No o b j e c t i o n s . And j u s t 

5 one f u r t h e r statement of c l a r i f i c a t i o n , and t h a t 

6 i s , even though we a r e hav i n g the exchange of 

7 t h e s e e x h i b i t s and t h a t type of t h i n g , the 

8 p a r t i e s r e c o g n i z e we a r e not f o r e c l o s e d i f 

9 a d d i t i o n a l e x h i b i t s s h o u l d be exchanged between 

10 the p a r t i e s or d i s c o v e r e d , we would not be 

11 f o r e c l o s e d from having those p o t e n t i a l e x h i b i t s 

12 a l s o be used a t the h e a r i n g . 

13 CHAIRMAN LeMAY: F i n e . 

14 Anything e l s e c o n c e r n i n g the summary, 

15 Mr. S t o v a l l , to put f o r t h ? 

16 MR. STOVALL: Only w i t h r e s p e c t to Mr. 

17 T u l l y ' s statement t h a t i f they d e c i d e they need 

18 a d d i t i o n a l e x h i b i t s , I t h i n k the p a r t i e s s h o u l d 

19 p r o v i d e each o t h e r and the Commission w i t h those, 

20 so t h i s i s p r e t t y much an open case p r i o r to the 

21 h e a r i n g , so i t ' s c o n s i s t e n t throughout. 

22 I s t h a t a g r e e a b l e to c o u n s e l ? 

23 MR. BRUCE: T h a t ' s f i n e w i t h me. 

24 MR. TULLY: No o b j e c t i o n . 

25 CHAIRMAN LeMAY: F i n e . Are we p r e t t y 

RODRIGUEZ-VESTAL REPORTING 
Ifin.Sl QRft-1 7 7 ? 
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1 w e l l I n agreement? 

2 COMMISSIONER WEISS: Amen. 

3 CHAIRMAN LeMAY: Amen. S e p a r a t i o n of 

4 chu r c h and s t a t e . 

5 T h i s c a s e w i l l be c o n t i n u e d to 9:00 on 

6 Thursday, March 12th. Thank you, gentlemen. 

7 (The p r o c e e d i n g s were concluded.) 
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5 
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8 the f o r e g o i n g t r a n s c r i p t of p r o c e e d i n g s b e f o r e 

9 the O i l C o n s e r v a t i o n Commission was r e p o r t e d by 

10 me; t h a t I caused my no t e s to be t r a n s c r i b e d 

11 under my p e r s o n a l s u p e r v i s i o n ; and t h a t the 

12 f o r e g o i n g i s a t r u e and a c c u r a t e r e c o r d of the 

13 p r o c e e d i n g s . 

14 I FURTHER CERTIFY t h a t I am not a 

15 r e l a t i v e or employee of any of the p a r t i e s or 

16 a t t o r n e y s i n v o l v e d i n t h i s matter and t h a t I have 

17 no p e r s o n a l i n t e r e s t i n the f i n a l d i s p o s i t i o n of 

18 t h i s m a t t e r. 

19 WITNESS MY HAND AND SEAL March 11, 

20 1992 . 

21 
22 

23 

24 
DEBBIE VESTAL, RPR" 

25 NEW MEXICO CSR NO 
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CHAIRMAN LEMAY: And we w i l l now c a l l 

C a s es Nos. 10345 and 10346. 

MR. STOVALL: Both c a s e s a r e e n t i t l e d 

the A p p l i c a t i o n of BHP Petroleum ( A m e r i c a s ) I n c . 

f o r compulsory p o o l i n g , San Juan County, New 

Mexico. 

CHAIRMAN LEMAY: I s t h e r e any o b j e c t i o n 

to the c o n s o l i d a t i o n of t h e s e two c a s e s f o r 

h e a r i n g ? I f not, they s h a l l be c o n s o l i d a t e d and 

I ' l l c a l l f o r appearances i n both c a s e . 

MR. BRUCE: Mr. Chairman, my name i s 

Jim Bruce from the H i n k l e Law Firm i n 

Albuquerque, r e p r e s e n t i n g the A p p l i c a n t i n both 

c a s e s . I'm here i n a s s o c i a t i o n w i t h John Bowden, 

who i s the G e n e r a l Counsel of BHP Petroleum. 

CHAIRMAN LEMAY: Thank you. 

MR. TULLY: Mr. Chairman, I'm R i c h a r d 

T u l l y from Farmington, New Mexico, a c t i n g as 

c o - c o u n s e l w i t h W i l l i a m F. C a r r of Santa Fe, New 

Mexico, r e p r e s e n t i n g L o u i s e Locke doing b u s i n e s s 

as L o c k e - T a y l o r D r i l l i n g Company. 

CHAIRMAN LEMAY: Thank you, Mr. T u l l y . 

A d d i t i o n a l appearances i n the c a s e ? I f not, w i l l 

a l l t hose w i t n e s s e s who w i l l be g i v i n g testimony 

i n the c a s e p l e a s e r i s e and r a i s e your r i g h t 
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hand, and Counsel w i l l swear you i n . 

[The w i t n e s s e s were duly sworn.] 

CHAIRMAN LEMAY: Okay. L e t ' s begin. 

Do you c a r e to make opening s t a t e m e n t s or get 

r i g h t i n t o i t ? Mr. T u l l y ? 

MR. TULLY: Yes, I would l i k e to make a 

b r i e f opening s t a t e m e n t , i f I c o u l d . 

I'm not s u r e I f o l l o w e d the c o r r e c t 

procedure i n p r o v i d i n g the summary of f a c t s and 

i s s u e s to the Commission. H o p e f u l l y you've had 

an o p p o r t u n i t y to r e v i e w Mrs. Locke's summary 

statement of f a c t s and i s s u e s p e r t a i n i n g to t h i s 

m a t t e r . 

J u s t r e a l b r i e f l y , Mrs. L o u i s e Locke, 

who l i v e s i n R i f l e , Colorado, does b u s i n e s s as 

L o c k e - T a y l o r D r i l l i n g Company. She's the owner 

of the working i n t e r e s t from the s u r f a c e to the 

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

S e c t i o n 23, Township 29 North, Range 13 West. 

I n 1952, the Howard Tycksen Pool U n i t 

No. 1 w e l l was d r i l l e d . I t was completed i n the 

F r u i t l a n d Formation and i t has been producing 

s i n c e 1954, s i n c e t h a t time. 

There a r e four fee o i l and gas l e a s e s 

c o v e r i n g the n o r t h h a l f of t h i s p a r t i c u l a r 
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s e c t i o n . There i s a d i s p u t e i n s o f a r as a 

commitment to the G a l l e g o s Canyon U n i t p e r t a i n i n g 

to what's c a l l e d the Zimmerman o i l and gas l e a s e , 

or T r a c t 102. I t ' s the p o s i t i o n of L o u i s e Locke 

t h a t the s u r f a c e to the base of the P i c t u r e d 

C l i f f s , i n the e n t i r e n o r t h h a l f , i s not 

committed to the G a l l e g o s Canyon U n i t . I t ' s the 

p o s i t i o n of BHP t h a t the Zimmerman l e a s e i s 

committed to the G a l l e g o s Canyon U n i t , and t h a t 

they have the r i g h t to d r i l l on the Zimmerman 

t r a c t as a r e s u l t of t h e i r being a s u b - o p e r a t o r , 

from the s u r f a c e to the base of the P i c t u r e d 

C l i f f s , from Amoco P r o d u c t i o n Company, who i s the 

u n i t o p e r a t o r of t h i s u n i t . 

Benson and Montin were the o r i g i n a l 

u n i t o p e r a t o r s of the G a l l e g o s Canyon U n i t . They 

own 50 p e r c e n t of the working i n t e r e s t of the 

Zimmerman t r a c t . S t a n o l i n d O i l & Gas Company, 

the p r e d e c e s s o r to Amoco P r o d u c t i o n Company, 

owned the rem a i n i n g 5 0 - p e r c e n t working i n t e r e s t . 

Benson and Montin and S t a n o l i n d farmed 

out the Zimmerman t r a c t , or T r a c t 102, to 

L o c k e - T a y l o r to d r i l l the Tycksen w e l l , and t h e r e 

was a r e c o g n i t i o n a t t h a t time t h a t S t a n o l i n d had 

p r e v i o u s l y committed T r a c t 102 to the G a l l e g o s 
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Canyon U n i t . When they farmed t h a t a c r e a g e out, 

they farmed i t out w i t h the i n t e n t i o n t h a t 

T ycksen would go ahead and d r i l l - - o r , excuse me, 

t h a t L o c k e - T a y l o r would d r i l l the Tycksen w e l l 

and would make whatever arrangements were 

n e c e s s a r y to withdraw T r a c t 102 from the G a l l e g o s 

Canyon U n i t . 

There i s a l e t t e r from Benson and 

Montin as the u n i t o p e r a t o r , on b e h a l f of i t s e l f 

as 5 0 - p e r c e n t working i n t e r e s t owner and as u n i t 

o p e r a t o r , and a l s o on b e h a l f of S t a n o l i n d , 

r e q u e s t i n g the w i t h d r a w a l of T r a c t 102 from the 

G a l l e g o s Canyon U n i t . 

At t h a t p a r t i c u l a r time, back i n the 

e a r l y 50s, when t h a t was going on, i t was the 

procedure and the p r a c t i c e to go ahead and 

have--and i t was a l s o the i n t e n t of the 

p a r t i e s - - t h a t T r a c t 102 was withdrawn. I t has 

on l y been i n the l a s t couple of y e a r s t h a t the 

q u e s t i o n has been r a i s e d on whether or not T r a c t 

102 was committed or not committed to the 

G a l l e g o s Canyon U n i t from the s u r f a c e to the base 

of the P i c t u r e d C l i f f s . T h a t ' s the primary i s s u e 

we have h e r e . 

I n a d d i t i o n to t h a t , we a l s o have BHP 
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going and d r i l l i n g what's c a l l e d the G a l l e g o s 

Canyon U n i t No. 391 w e l l , a p p r o x i m a t e l y 120, 130 

f e e t away from the w e l l b o r e of the Tycksen No. 1 

we 11 . 

We've had two d i f f e r e n t e x p e r t 

w i t n e s s e s , petroleum e n g i n e e r s , t h a t have looked 

at the s i t u a t i o n , and i n t h e i r e x p e r t o p i n i o n 

t h e r e ' s a good p r o b a b i l i t y t h a t any s t i m u l a t i o n 

of the 391 w e l l i s going to go over and i n t e r s e c t 

the w e l l b o r e of the Tycksen w e l l and i t ' s going 

to damage t h a t w e l l . 

SO we have another i s s u e here and t h a t 

i s , i f t h e r e i s a c o m p l e t i o n of the 391 w e l l , 

w i l l t h e r e be damage to the Tycksen w e l l ? Our 

e x p e r t s say t h e r e i s a good p r o b a b i l i t y of 

damage. We're s u r e t h a t the BHP e n g i n e e r s a r e 

going to say, no, t h e r e ' s not going to be any 

damage when t h e r e ' s s t i m u l a t i o n and complet i o n of 

the 391 we 11. 

Both of t h e s e a r e the primary i s s u e s 

t h a t we have b e f o r e you today. Now, t h e r e i s 

l i t i g a t i o n t h a t has been i n i t i a t e d c o n c e r n i n g 

t h e s e two same b a s i c i s s u e s , and i t ' s i n the 

F e d e r a l D i s t r i c t Court i n f r o n t of the Honorable 

Judge Mechem. I t ' s a j u r y t r i a l . The t r i a l i s 
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c u r r e n t l y s c h e d u l e d f o r August of t h i s y e a r . We 

w i l l have a judge and a j u r y t h a t w i l l be making 

t h e s e same d e t e r m i n a t i o n s on t h e s e two i s s u e s : 

Whether or not t h e r e ' s a commitment to the u n i t 

and a l s o whether t h e r e ' s going to be damage to 

the T ycksen w e l l i f the 391 w e l l i s completed. 

Now, BHP d i d not ever n o t i f y or r e q u e s t 

the j o i n d e r of Mrs. Locke p r i o r to the spudding 

of the 390 w e l l and the 391 w e l l , even though 

they knew or had r e a s o n a b l e n o t i c e t h a t she was 

the working i n t e r e s t owner of the e n t i r e n o r t h 

h a l f . They went ahead and proceeded, d r i l l e d the 

w e l l . S u b s e q u e n t l y , then, they s t a r t e d t a l k i n g 

about, "Well, l e t ' s go ahead and get t o g e t h e r . " 

They attempted to p u r c h a s e Mrs. Locke out. That 

d i d not s u c c e e d . They never o f f e r e d her a 

farmout agreement. And f i n a l l y they p r o v i d e d 

AFEs on May 29, 1991, which was over 

f i v e - a n d - a - h a l f months a f t e r they d r i l l e d t h e s e 

two w e l l s . 

On May 29th they p r o v i d e d AFEs to Mrs. 

L o u i s e Locke to j o i n i n the d r i l l i n g of the 

w e l l . Those AFEs were not r e c e i v e d u n t i l June 

3rd. I n the i n t e r i m , t h e r e was a pending 

s e t t l e m e n t o f f e r going on t h a t was going to 
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e x p i r e on June 15th. On June 13th, BHP, b e f o r e 

the s e t t l e m e n t o f f e r was over, f i l e d t h e i r f o r c e 

p o o l i n g a p p l i c a t i o n s , so they got to the NMOCD 

bef o r e L o u i s e Locke got to the c o u r t h o u s e , 

because L o u i s e Locke was not going to the 

c o u r t h o u s e u n t i l a f t e r June 15th. So we have a 

s i t u a t i o n where the f o r c e p o o l i n g was f i l e d 

b e f o r e the l a w s u i t was e n t e r e d . 

Anyway, what we're here today to ask i s 

t h a t we have the same pending i s s u e s b e f o r e a 

F e d e r a l D i s t r i c t Court as we have h e r e . We 

r e c o g n i z e t h a t you have the r i g h t to pool t h e s e 

i n t e r e s t s . We j u s t don't t h i n k t h a t i t ' s prudent 

at t h i s p a r t i c u l a r time f o r t h e s e i n t e r e s t s to be 

pooled, and t h e r e a r e s e v e r a l r e a s o n s t h a t we 

don't t h i n k i t ' s prudent a t t h i s time to pool 

t h e s e i n t e r e s t s by t h i s Commission. 

One i s , of c o u r s e , t h e s e i s s u e s can be 

r e s o l v e d by a judge and a j u r y i n j u s t a couple 

of months. The w e l l s were spud back i n December 

of 1990, the a p p l i c a t i o n s weren't f i l e d u n t i l 

June of 1991. There have been no c o m p l e t i o n 

a t t e m p t s at t h i s time and t h e r e doesn't seem to 

be any c o m p e l l i n g r e a s o n to go ahead and t r y and 

complete t h e s e w e l l s a t t h i s time. Gas p r i c e s 
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are down. BHP has i n d i c a t e d t h a t i f they had 

known now what they were r e l y i n g upon back then, 

they wouldn't have even d r i l l e d the w e l l s . So, 

t h e r e ' s no c o m p e l l i n g r e a s o n a t t h i s time to 

proceed forward here a t the Commission l e v e l , 

when we have a j u r y t r i a l coming up i n August. 

The two i s s u e s , one, commitment or not 

commitment to the u n i t , and a l s o damage or not 

damage to the Tycksen w e l l , a r e going to be 

r e s o l v e d i n the c o u r t s i t u a t i o n . 

Now, BHP has a l s o i n d i c a t e d t h a t i f 

t h i s Commission e n t e r s an or d e r f o r c e p o o l i n g 

t h e s e i n t e r e s t s , then t h a t makes moot the 

q u e s t i o n i n the c o u r t h e a r i n g . Whether t h a t ' s 

c o r r e c t or not w i l l p r o b ably u l t i m a t e l y be 

determined by the Court; but, by the same token 

now, i f t h a t i s c o r r e c t and t h i s Commission's 

a c t i o n i n p o o l i n g t h e s e i n t e r e s t s at t h i s time 

b e f o r e the Court h e a r s the c a s e and makes t h e s e 

i s s u e s moot, then what t h a t has, i n f a c t , done, 

i t has a l l o w e d an o p e r a t o r to go i n and d r i l l on 

somebody e l s e ' s l a n d s w i t h o u t n o t i f i c a t i o n to 

them, t r e s p a s s on those l a n d s , and then i t can 

s e t the precedent f o r any o t h e r o p e r a t o r s to come 

to the Commission when they have i l l e g a l l y 
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e n t e r e d upon o t h e r p e o p l e ' s l a n d s , and they can 

get i t r e s o l v e d a t the Commission l e v e l i n s t e a d 

of a t the c o u r t l e v e l . 

That seems to us to be a v e r y dangerous 

pre c e d e n t t h a t t h i s Commission s h o u l d probably 

not t r y to get i t s e l f i n v o l v e d i n now because i t 

c o u l d have long-range e f f e c t s i f other o p e r a t o r s 

d e c i d e t h a t they want to d r i l l on somebody e l s e ' s 

l a n d s and they don't p r o v i d e n o t i c e to them, they 

go i n and d r i l l the w e l l s and then they come here 

to the Commission and they say, "Hey, go ahead 

and g i v e us a f o r c e p o o l i n g o r d e r . You have the 

j u r i s d i c t i o n . T h i s w i l l make e v e r y t h i n g moot," 

but i t w i l l a l s o r a t i f y and c o n f i r m t h e i r 

u n i l a t e r a l , a r b i t r a r y and i l l e g a l a c t s . 

Anyway, i t a l s o t u r n s out t h a t we don't 

b e l i e v e i t ' s prudent at t h i s time i s because, 

l e t ' s j u s t assume t h a t Mrs. Locke i s s u c c e s s f u l 

i n the c o u r t t r i a l , and l e t ' s a l s o assume t h a t 

you go ahead and i s s u e f o r c e p o o l i n g o r d e r s a t 

t h i s time. W e l l , i f the Court u l t i m a t e l y s a y s 

Mrs. Locke i s s u c c e s s f u l i n the c o u r t t r i a l , we 

w i l l be back here f o r f u r t h e r h e a r i n g s on b e h a l f 

of L o u i s e Locke, and we're going to r e q u e s t t h a t 

t h e s e p r o r a t i o n u n i t s , which a r e c u r r e n t l y 
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proposed as an e a s t - h a l f / w e s t - h a l f by BHP, t h a t 

i t be changed to a n o r t h - h a l f / s o u t h - h a l f and a l s o 

t h a t L o c k e - T a y l o r D r i l l i n g Company become the 

o p e r a t o r of the w e l l because s h e ' s the owner of 

the e n t i r e n o r t h h a l f and she would p r e f e r to be 

1 0 0 - p e r c e n t - w o r k i n g - i n t e r e s t owner i n the n o r t h 

h a l f , o p e r a t e t h i s w e l l , v e r s u s 50 p e r c e n t i n the 

e a s t h a l f and 50 p e r c e n t i n the west h a l f . 

I n summary, the l a w s u i t i n the f e d e r a l 

c o u r t w i l l be l i t i g a t e d i n the next couple of 

months, t h e r e ' s no urgent need to complete t h e s e 

w e l l s a t t h i s time, and t h e r e h a s n ' t been any 

urgent need i n the p a s t to complete t h e s e w e l l s . 

There c o u l d be a dangerous precedent s e t by 

i s s u i n g a f o r c e p o o l i n g order at t h i s p a r t i c u l a r 

time, and i t c o u l d have a d i s r u p t i v e impact upon 

the i n d u s t r y , and a l s o t h a t t h e r e i s a good 

p o s s i b i l i t y of f u r t h e r h e a r i n g s back here at the 

D i v i s i o n and back here at the Commission i f Mrs. 

Locke wins at the f e d e r a l c o u r t l e v e l . 

Anyway, thank you, v e r y much. I f you 

have any q u e s t i o n s , I ' l l be g l a d to t r y to answer 

them. 

CHAIRMAN LEMAY: Thank you, Mr. T u l l y . 

Mr. Bruce? 
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MR. BRUCE: B r i e f l y , Mr. Chairman, 

t h e s e i s s u e s were a d d r e s s e d at Mr. S t o v a l l ' s 

r e q u e s t and he has t h a t b r i e f . I would j u s t 

merely p o i n t out t h a t BHP b r i e f e d the i s s u e s and 

Mr. T u l l y supported h i s a s s e r t i o n s w i t h a t o t a l 

l a c k of l e g a l a u t h o r i t y . 

I t h i n k the Commission has the 

e x c l u s i v e j u r i s d i c t i o n on a number of the i s s u e s 

today, w e l l o r i e n t a t i o n , who o p e r a t e s the w e l l 

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

Secondly, Mr. T u l l y ' s own documents 

show t h a t the Zimmerman l e a s e , one of the l e a s e s 

i n i s s u e i n the n o r t h e a s t q u a r t e r of S e c t i o n 35, 

i s committed to the G a l l e g o s Canyon Uni t and BHP 

as s u b - o p e r a t o r has the r i g h t to d r i l l under the 

U n i t Agreement f o r the G a l l e g o s Canyon U n i t . 

Mrs. Locke's main complaint seems to be 

t h a t she has been denied her r i g h t to d r i l l , i n 

the n o r t h e a s t q u a r t e r , the F r u i t l a n d Coal w e l l . 

W e ' ll submit a document t h a t shows t h a t she had 

a b s o l u t e l y no p l a n s to d r i l l a w e l l up t h e r e . 

Furthermore, as I j u s t noted, the 

acr e a g e i s committed. There a r e s e v e r a l 

t r a c t s - - t h e r e a r e a t l e a s t two t r a c t s i n the 

n o r t h e a s t q u a r t e r which a r e committed to the 
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G a l l e g o s Canyon U n i t , and t h e r e f o r e BHP had the 

r i g h t to d r i l l . 

Now, as f a r as making a d e c i s i o n , what 

Mr. T u l l y s a i d i s c o r r e c t . I f the Commission 

d e c i d e s t h e s e m a t t e r s i n f a v o r of BHP, i n our 

o p i n i o n i t does away w i t h the c o u r t a c t i o n . I f 

the Commission a u t h o r i z e s f o r c e p o o l i n g , there! 

can be no l e g a l l y a c t i o n a b l e t r e s p a s s . We don't 

t h i n k t h e r e ' s a t r e s p a s s anyway, because the 

a c r e a g e was committed to the u n i t , but i t does; 

away w i t h the c o u r t h e a r i n g . And r e g a r d l e s s of 

what the c o u r t r u l e s , BHP would be back here 

a s k i n g - - i f t h i s c a s e was not heard--BHP would be 

back a s k i n g f o r f o r c e p o o l i n g r e g a r d l e s s , so we 

t h i n k you s h o u l d go forward. 

We t h i n k i t would s e r v e j u d i c i a l 

economy i n the long run, i t w i l l cause l e s s 

expense to the p a r t i e s , i t w i l l get the w e l l s on 

l i n e f a s t e r , and o v e r a l l i t w i l l be economical to 

the p a r t i e s . 

BHP i s n ' t a s k i n g f o r the Commission to 

r u l e on the i s s u e s t h a t Mr. T u l l y i s i n t e r e s t e d 

i n , damages f o r t r e s p a s s and, i f you've seen the 

Complaint, t h e r e ' s some ot h e r c o m p l a i n t s f o r 

damages. We don't t h i n k t h a t ' s w i t h i n the 
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Commission's j u r i s d i c t i o n and they don't have to 

c o n s i d e r t h a t as p a r t of the h e a r i n g today. 

F i n a l l y , I would l i k e to p o i n t out t h a t 

Mr. T u l l y has a gloom and doom s c e n a r i o t h a t 

everybody i s going to be f o r c e d r i l l i n g on o ther 

p e o p l e ' s l e a s e s and i t ' s going to cause a b i g 

to-do i n the Commission. I don't t h i n k v e r y many 

people w i l l w i l l i n g l y go forward and r i s k a 

l a w s u i t by d r i l l i n g on o t h e r p e o p l e ' s l e a s e s when 

they don't have the r i g h t . 

I t h i n k your e x p e r i e n c e up here, Mr. 

Chairman, and w i t h the Commission's c o u n s e l , has 

been t h a t v i r t u a l l y everyone goes forward and 

t r i e s to n e g o t i a t e w i t h the l e a s e owner be f o r e 

f o r c e p o o l i n g . There a r e some c i r c u m s t a n c e s t h a t 

w e ' l l e x p l a i n i n the t e s t i m o n y today as to why 

BHP d i d n ' t do t h a t b e f o r e d r i l l i n g the w e l l s , but 

r e a l l y t h a t ' s i r r e l e v a n t to the i s s u e of f o r c e 

p o o l i n g . 

I n the f i r s t c a s e , BHP s e e k s to f o r c e 

pool the west h a l f of S e c t i o n 23. That w e l l i s 

l o c a t e d on a l e a s e t h a t BHP has farmed out from 

Amoco. I t o b v i o u s l y had the r i g h t to d r i l l t h a t 

w e l l , i t had the r i g h t to o r i e n t a stand-up u n i t 

under the F r u i t l a n d Coal r u l e s . There was no 
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e v i l i n t e n t . I t j u s t o r i e n t e d stand-up u n i t s . 

T h e r e ' s o f t e n no r e a s o n f o r the o r i e n t a t i o n of 

the u n i t when t h e y ' r e stand-up or lay-down. 

I n Case 10346, BHP s e e k s to f o r c e pool 

the e a s t h a l f of S e c t i o n 13 and d e d i c a t e i t to 

the 391 w e l l . We admit t h a t t h a t l e a s e i s owned 

by Mrs. Locke. Again, i t ' s committed to the 

U n i t . BHP made a g o o d - f a i t h e f f o r t to purchase 

a l l of her i n t e r e s t , both i n the west h a l f and 

the e a s t h a l f , a v e r y f a i r o f f e r , which they 

re j e c t e d . 

And I t h i n k t h a t ' s the only 

p r e r e q u i s i t e to f o r c e p o o l i n g , making a f a i r 

o f f e r . T h e r e ' s no need to f o r c e pool b e f o r e a 

w e l l i s d r i l l e d . The s t a t u t e e x p r e s s l y a l l o w s 

d r i l l i n g or, I sh o u l d say, f o r c e p o o l i n g a f t e r a 

w e l l i s d r i l l e d , and t h a t ' s what we're a s k i n g you 

to do today. We t h i n k BHP has met a l l the 

r e q u i r e m e n t s f o r compulsory p o o l i n g of th e s e 

w e l l s , we t h i n k you s h o u l d go forward. I n the 

long run, i t w i l l save the p a r t i e s ' money and 

time, and i t w i l l get t h e s e w e l l s on l i n e 

f a s t e r . Thank you. 

CHAIRMAN LEMAY: Thank you, Mr. Bruce. 

Mr. T u l l y , you may proceed. 
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MR. TULLY: Mr. Chairman, at t h i s time, 

based upon the opening s t a t e m e n t s and a l s o the 

m a t e r i a l t h a t has been p r e s e n t e d by both p a r t i e s , 

whether b r i e f i n g or summary of f a c t s i n i s s u e , we 

would move at t h i s time f o r a c o n t i n u a n c e of t h i s 

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

over . 

MR. BRUCE: We would o b j e c t , f o r the 

r e c o r d . 

MR. STOVALL: Mr. Chairman, I have 

r e v i e w e d the m a t t e r s which Counsel have r e f e r r e d 

to and s u b m i t t e d . I'm not s u r e t h a t I f o l l o w Mr. 

T u l l y ' s b a s i s f o r recommending t h a t we c o n t i n u e 

the c a s e . Probably the b e s t precedent the 

Commission has b e f o r e i t i s the Hermann c a s e , i n 

which the f e d e r a l c o u r t gave g r e a t d e f e r e n c e , i n 

f a c t p r e c l u s i v e e f f e c t , to a d e c i s i o n of t h i s 

Commission w i t h r e s p e c t to m a t t e r s w i t h i n i t s 

e x p e r t i s e . 

I t would be my o p i n i o n t h a t , i n f a c t , 

the Commission has f u l l j u r i s d i c t i o n , no c o u r t 

has g i v e n any i n s t r u c t i o n or d i r e c t i o n or 

i n j u n c t i o n to t h i s Commission d i r e c t i n g i t not: to 

proceed w i t h the c a s e , and t h a t i n f a c t i f t h i s 

Commission proceeds w i t h t h i s c a s e i t i s q u i t e 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

21 

p o s s i b l e t h a t the f e d e r a l d i s t r i c t c o u r t c o u l d 

use t h i s Commission's a c t i o n i n an a r e a i n which 

i t has e x p e r t i s e as p a r t of i t s d e c i s i o n - m a k i n g 

p r o c e s s . 

T h e r e f o r e , I can see no r e a s o n why the 

Commission, u n l e s s i t chooses to do so f o r i t s 

own r e a s o n s , t h e r e ' s no l e g a l o b l i g a t i o n on the 

Commission, to d e f e r t h i s c a s e u n t i l the f e d e r a l 

t r i a l has been s c h e d u l e d . The A p p l i c a n t has 

f i l e d and i t ' s p r o p e r l y w i t h i n the procedure, I 

t h i n k i t ' s w i t h i n our j u r i s d i c t i o n to hear the 

c a s e , and t h e r e f o r e I t h i n k i t ' s p u r e l y a 

d i s c r e t i o n a r y d e c i s i o n on the p a r t of the 

Commission and t h e r e ' s c e r t a i n l y no l e g a l 

a u t h o r i t y which would i n d i c a t e t h a t the 

Commission s h o u l d c o n t i n u e the c a s e u n t i l the 

f e d e r a l c a s e i s heard. 

CHAIRMAN LEMAY: Do you want to add to 

t h a t , Mr. Bruce? 

MR. BRUCE: No, s i r . 

CHAIRMAN LEMAY: Mr. T u l l y ? 

MR. TULLY: J u s t one comment, Your 

Honor, and t h a t i s , the l e g a l i s s u e of whether or 

not t h i s T r a c t 102 i s committed to the G a l l e g o s 

Canyon U n i t , r e s t s p r o p e r l y w i t h the f e d e r a l 
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d i s t r i c t c o u r t . That l e g a l i s s u e i s t h e r e ' s a 

p o s s i b i l i t y t h a t you c o u l d be d e t e r m i n i n g a l e g a l 

i s s u e i f , i n f a c t , you gr a n t the compulsory 

p o o l i n g o r d e r s by a l l o w i n g them the r i g h t to come 

i n and d r i l l on the Zimmerman t r a c t , i f i n f a c t 

i t t u r n s out t h a t the Zimmerman t r a c t i s not 

committed to the G a l l e g o s Canyon U n i t . 

So we're v e r y much concerned t h a t t h i s 

Commission c o u l d p o s s i b l y be making a l e g a l 

d e t e r m i n a t i o n , and we don't b e l i e v e t h a t t h i s 

Commission can make t h a t l e g a l d e t e r m i n a t i o n . We 

t h i n k t h a t p r o p e r l y r e s i d e s w i t h the Court and 

not t h i s Commission. 

CHAIRMAN LEMAY: Thank you. L e t ' s take 

a two-minute r e c e s s w h i l e we d i s c u s s t h i s 

m a t t e r . 

[A r e c e s s was t a k e n . ] 

CHAIRMAN LEMAY: We have d i s c u s s e d the 

i s s u e of c o n t i n u a n c e and have de c i d e d to r u l e 

a g a i n s t i t . We w i l l hear the case today. We 

f e e l we have j u r i s d i c t i o n . 

You may c o n t i n u e , Mr. Bruce. 

MR. BRUCE: I would c a l l Mr. R e i n h a r d t 

to the s t a n d ; and, p r e l i m i n a r i l y , Mr. Chairman, I 

would move to i n c o r p o r a t e the r e c o r d of the 
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Examiner H e a r i n g . 

CHAIRMAN LEMAY: I s t h e r e any o b j e c t i o n 

t o t h e i n c o r p o r a t i o n o f t h e Examiner H e a r i n g 

r e c o r d ? 

MR. TULLY: No, Your Honor — M r . 

Chairman. I'm s o r r y . 

CHAIRMAN LEMAY: I ' v e been c a l l e d l o t s 

o f t h i n g s , Mr. T u l l y . B o t h o f t h o s e a r e 

a c c e p t a b l e . The Examiner H e a r i n g r e c o r d w i l l be 

i n c o r p o r a t e d . 

DONALD REINHARDT 

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

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. BRUCE: 

Q. Would you p l e a s e s t a t e y o u r name f o r 

t h e r e c o r d . 

A. My name i s D o n a l d R e i n h a r d t . 

Q. Where do you r e s i d e ? 

A. H o u s t o n , Texas. 

Q. At a l l p e r t i n e n t t i m e s i n t h i s m a t t e r , 

were you a landman f o r BHP P e t r o l e u m ? 

A . Yes, s i r . 

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

t h e O i l C o n s e r v a t i o n D i v i s i o n as a landman and 
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had your q u a l i f i c a t i o n s as an e x p e r t a c c e p t e d as 

a matter of r e c o r d ? 

A. Yes, s i r . 

Q. Are you f a m i l i a r w i t h the lan d m a t t e r s 

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

A. Yes, s i r . 

MR. BRUCE: Mr. Chairman, I move t h a t 

Mr. R e i n h a r d t be r e c o g n i z e d as an e x p e r t 

petroleum landman. 

CHAIRMAN LEMAY: He's so q u a l i f i e d . 

Q. Mr. R e i n h a r d t , would you look a t BHP 

E x h i b i t 1 and, j u s t v e r y b r i e f l y f o r the 

Commission, o u t l i n e the lan d ownership i n S e c t i o n 

23 . 

A. E x h i b i t 1 i s a p l a t t h a t I s u p e r v i s e d 

the d r a f t i n g of. I t ' s a l a n d p l a t . I t i n d i c a t e s 

the l e a s e h o l d ownership i n each t r a c t d e p i c t e d 

t h e r e . 

The south h a l f of the southwest q u a r t e r 

and the southwest q u a r t e r of the s o u t h e a s t 

q u a r t e r , a r e l a n d s s u b j e c t to a farmout agreement 

between BHP and Amoco P r o d u c t i o n Company. 

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

l e a s e h o l d i n t e r e s t owned by BHP. 

The n o r t h h a l f of the s o u t h e a s t and the 
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s o u t h e a s t of the s o u t h e a s t i s l e a s e h o l d p r e s e n t l y 

owned by M e r i d i a n O i l P r o d u c t i o n , I n c . , and the 

n o r t h h a l f i s l e a s e h o l d owned by L o u i s e Locke. 

That p l a t a l s o d e p i c t s the l o c a t i o n of 

c e r t a i n w e l I s . 

Q. Now, l o o k i n g a t t h i s map, the Amoco 

farmout t r a c t , i s t h a t committed to the GCU, the 

G a l l e g o s Canyon U n i t ? 

A. Yes, i t i s , as w e l l as the M e r i d i a n O i l 

t r a c t i n the s o u t h e a s t q u a r t e r . I n a d d i t i o n to 

t h a t , t h e r e ' s 133 a c r e s i n the n o r t h e a s t q u a r t e r 

t h a t a r e p a r t i a l l y committed, and another 12-acre 

l e a s e a l s o i n the n o r t h e a s t q u a r t e r t h a t i s f u l l y 

committed to the G a l l e g o s Canyon U n i t . 

Q. R e f e r r i n g to E x h i b i t 2, i s t h a t the 

Zimmerman l e a s e people have been t a l k i n g about? 

A. E x h i b i t 2 i s the Zimmerman l e a s e . I t 

c o v e r s 133 a c r e s t h e r e i n the n o r t h e a s t q u a r t e r . 

Q. Does t h i s E x h i b i t 2 a l s o c o n t a i n the 

l e a s e h o l d c h a i n of t i t l e ? 

A. Yes, i t does. I t i n c l u d e s a s e r i e s of 

as s i g n m e n t s conveying the working i n t e r e s t i n 

t h a t l e a s e , the l a s t of which i s conveyed i n t o 

L o c k e - T a y l o r D r i l l i n g Company. 

Q. Did Amoco c o m m i t t h a t — o r a t t h a t time 
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S t a n o l i n d O i l & Gas—commit the working i n t e r e s t 

of t h a t l e a s e to t h a t u n i t ? 

A. I don't have a f u l l complete copy of 

E x h i b i t 2. The l e a s e h o l d i n q u e s t i o n was 

a s s i g n e d to Amoco P r o d u c t i o n Company i n 1947. 

S t a n o l i n d e x e c u t e d a r a t i f i c a t i o n and j o i n d e r to 

the U n i t Agreement, and t h a t u n i t was 

s u b s e q u e n t l y approved. 

Q. Okay. So Amoco d i d s i g n the u n i t 

agreement f o r the GCU? 

A . Yes. 

Q. I s t h a t E x h i b i t No. 3? 

A. E x h i b i t 3 c o n t a i n s a copy of the Uni t 

Agreement f o r the G a l l e g o s Canyon U n i t . 

Q. And was t h a t s i g n e d by S t a n o l i n d ? 

A. I t was s i g n e d by S t a n o l i n d and the u n i t 

o p e r a t o r . 

Q. Benson and Montin? 

A. Benson and Montin. 

Q. Looking a t E x h i b i t 2-A, what i s t h a t 

e x h i b i t ? 

A. E x h i b i t 2-A i s a copy of an o i l and gas 

l e a s e dated A p r i l 21, 1951, between B. E. D u s t i n 

and h i s w i f e , and L o u i e D u s t i n , i n f a v o r of 

A l b e r t R. G r e e r , and i t p u r p o r t s to cover the 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2 

1 3 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

27 

m i n e r a l i n t e r e s t i n a 15-acre t r a c t l o c a t e d i n 

the n o r t h e a s t q u a r t e r of S e c t i o n 23. 

Q. Does E x h i b i t 2-A a l s o c o n t a i n 

a s s i g n m e n t s of t h a t l e a s e ? 

A. Yes, i t does. I t c o n t a i n s an 

assignment from A l b e r t R. Greer and h i s w i f e to 

E a r l Benson and W i l l i a m V. Montin, and t h a t ' s 

dated January 24, 1952. 

F o l l o w i n g t h a t i s an assignment from 

E a r l Benson and h i s w i f e and W i l l i a m Montin and 

h i s w i f e , to L o c k e - T a y l o r D r i l l i n g Company. 

Q. I s i t your u n d e r s t a n d i n g t h a t t h a t 

l e a s e was committed to the GCU? 

A. Yes, s i r . 

Q. Now, i s i t a l s o your u n d e r s t a n d i n g t h a t 

at one time Benson and Montin asked the U.S.G.S. 

how to withdraw the Zimmerman l e a s e from the GCU? 

A. Yes, s i r , I remember having read a 

l e t t e r t h a t was d r a f t e d and s e n t to the BLM, or 

the U.S.G.S. i n t h i s c a s e . I t was dated November 

8 , 1952 . 

Q. To your knowledge, was w i t h d r a w a l ever 

a c c o m p l i s h e d ? 

A. No, s i r . 

Q. Now, t h i s became a main i s s u e i n th e s e 
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c o m p u l s o r y p o o l i n g s i n t h e l a w s u i t , d i d n ' t i t , 

Mr. R e i n h a r d t ? 

A. Oh, y e s . 

Q. Would you p l e a s e r e f e r t o BHP E x h i b i t 

4-A, d e s c r i b e what i t i s f o r t h e Examiner and 

t e l l us how t h a t came a b o u t . 

A. C e r t a i n l y . 4-A i s a l e t t e r f r o m t h e 

D e p a r t m e n t o f I n t e r i o r , Bureau o f Land 

Management, a d d r e s s e d t o BHP P e t r o l e u m . I t ' s a 

l e t t e r w r i t t e n i n r e s p o n s e t o a t e l e p h o n e i n q u i r y 

f r o m BHP as t o t h e s t a t u s o f t h e Zimmerman l e a s e 

and w h e t h e r o r n o t — a c t u a l l y , I s h o u l d say t h e 

s t a t u s o f T r a c t 102 t o t h e u n i t , and w h e t h e r or 

n o t t h a t t r a c t was c o m m i t t e d . 

And t h e BLM r e s p o n d e d w i t h t h i s l e t t e r 

o f F e b r u a r y 12, 1992, a d v i s i n g t h a t a c c o r d i n g t o 

t h e i r r e c o r d s , T r a c t 102 i s c o m m i t t e d t o t h e 

u n i t . 

Q. Now, you r e f e r t o T r a c t 102. Does 

T r a c t 102 and t h e Zimmerman l e a s e c o v e r t h e same 

l a n d ? 

A. Yes, s i r . The Zimmerman l e a s e c o v e r s 

t h e same l a n d s as d e s c r i b e d i n T r a c t 102. 

Q. Now, r e f e r r i n g t o E x h i b i t 4 - - w e l l , I ' l l 

t a k e a s t e p back. R e g a r d i n g t h e Zimmerman l e a s e , 
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T r a c t 102, d i d the r o y a l t y i n t e r e s t owners ever 

e x e c u t e the GCU? 

A. No, s i r . The r o y a l t y owners never 

committed t h e i r r o y a l t y i n t e r e s t s to the Unit 

Agreement. 

Q. Now, r e f e r r i n g to E x h i b i t 4, even 

though the r o y a l t y i n t e r e s t owners d i d not s i g n 

the U n i t Agreement, i s u n i t d r i l l i n g s t i l l 

p e r m i s s i b l e on a t r a c t l i k e t h a t ? 

A. Yes, s i r . 

Q. And what i s E x h i b i t 4? 

A. J u s t a second. E x h i b i t 4 i s a copy, 

f i r s t , of a cover memo from the BLM to BHP. 

Att a c h e d to t h i s cover memo was a page 

out of the Bureau of Land Management U n i t 

Handbook, as they c a l l i t , and i t d e s c r i b e s i n 

here d i f f e r e n t c a t e g o r i e s of commitment s t a t u s . 

Among t h e s e t y p e s of commitment i s one l a b e l e d 

" P a r t i a l l y Committed" or "PC," and a p a r t i a l l y 

committed t r a c t i n d i c a t e s t h a t the l e s s o r or the 

m i n e r a l i n t e r e s t owner has not s i g n e d but the 

l e s s e e and working i n t e r e s t owner has committed 

i t s i n t e r e s t to the u n i t . 

And i t goes on down f u r t h e r i n the 

d e f i n i t i o n and i t s t a t e s i n here t h a t u n i t i z e d 
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d r i l l i n g i s p e r m i s s i b l e on a p a r t i a l l y committed 

t r a c t . 

Q. Mr. R e i n h a r d t , p l e a s e r e f e r to E x h i b i t s 

4-B and 4-C. 

A. 4-B i s a copy of a r e v i s e d E x h i b i t B to 

the G a l l e g o s Canyon U n i t Agreement. And i t 

d e s c r i b e s v a r i o u s t r a c t s t h a t a r e committed to 

the u n i t , i n c l u d i n g T r a c t 102. That would be on 

e x h i b i t page 19, l a b e l e d T r a c t 102. 

I t d e s c r i b e s the acreage covered by the 

l e a s e , the number of a c r e s committed to the u n i t , 

and the number of a c r e s i n the u n i t a r e a , those 

b e i n g 133 a c r e s . 

Q. And t h a t was E x h i b i t 4-B? 

A. Yes, s i r . 

Q. And what i s the date of t h a t e x h i b i t ? 

A. That e x h i b i t i s dated e f f e c t i v e , I 

b e l i e v e i t ' s A p r i l 1, 1960. I t ' s not 

p a r t i c u l a r l y l e g i b l e , but i t i s a date i n 1960. 

Q. Now a l s o , what i s E x h i b i t 4-C? 

A. 4-C i s a copy of another r e v i s e d 

E x h i b i t B to the U n i t Agreement. I cannot make 

out the date on t h i s copy, but i t a l s o d e s c r i b e s , 

on the second page of t h i s copy, T r a c t 102, and 

i n d i c a t e s i n here t h e r e b eing 133 a c r e s i n the 
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u n i t a r e a . 

Q. Now, r e f e r r i n g back t o E x h i b i t 4-B and 

l o o k i n g a t t h e t h i r d page o f t h a t e x h i b i t , i t 

a l s o r e f e r s t o T r a c t 104. I s t h a t t h e l e a s e t h a t 

we s u b m i t t e d as E x h i b i t 2-A? 

A. Yes, s i r , t h a t i s t h e D u s t i n l e a s e . 

Q. What does i t i n d i c a t e r e g a r d i n g 

commitment t o t h e u n i t ? 

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

15 a c r e s i n t h e u n i t a r e a and 15 a c r e s c o m m i t t e d 

t o t h e u n i t . 

Q. One t h i n g on E x h i b i t 4-B a g a i n , Mr. 

R e i n h a r d t , r e g a r d i n g T r a c t 102, t h i s e x h i b i t 

shows L o c k e - T a y l o r D r i l l i n g Company as ow n i n g an 

i n t e r e s t i n T r a c t 102, d o e s n ' t i t ? 

A. Yes, i t does, as w e l l as T r a c t 104. 

Q. Now, I'm s u r e Mr. T u l l y w i l l have a few 

q u e s t i o n s f o r you ab o u t t h a t , b u t d i d you r e l y on 

t h e o w n e r s h i p , as s e t f o r t h on t h e s e e x h i b i t s , , i n 

d r a w i n g y o u r o r i g i n a l ? 

A. I was n o t w i l l i n g t o m y s e l f . 

G e n e r a l l y , when we l o o k t h r o u g h t h e s e 30- t o 

4 0 - y e a r - o l d e x h i b i t s , we t e n d t o f i n d a number o f 

p a r t i e s who have s i n c e e i t h e r s o l d t h e i r i n t e r e s t 

o r had t h e i r i n t e r e s t merged w i t h someone e l s e . 
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I tended not to put any r e l i a n c e on t h e s e a n c i e n t 

e x h i b i t s . 

Q. As f a r as l e a s e ownership? 

A. As f a r as l e a s e ownership, y e s . I t 

j u s t so happens i n t h i s c a s e , w i t h r e g a r d to 

L o c k e - T a y l o r ' s i n t e r e s t , i t happened to be 

c o r r e c t as we l a t e r l e a r n e d . 

Q. Now, Mr. R e i n h a r d t , p l e a s e r e f e r to 

E x h i b i t 5, and j u s t b r i e f l y i d e n t i f y i t f o r the 

Commission. 

A. E x h i b i t 5 was subm i t t e d as a package of 

correspondence between myself and Mrs. Locke's 

at t o r n e y . 

Q. Did you t e s t i f y about t h i s i n more 

d e t a i l at the Examiner Hearing? 

A. Yes, s i r . 

Q. Now, what was BHP's f i n a l o f f e r to Mrs. 

Locke? 

A. W e l l , the f i n a l p i e c e of correspondence 

from BHP was a l e t t e r dated May 29, 1991, 

a d d r e s s e d to Mrs. Locke's a t t o r n e y . That l e t t e r , 

among ot h e r t h i n g s , r e s t a t e d our e a r l i e r o f f e r to 

purc h a s e Mrs. Locke's l e a s e h o l d i n t e r e s t i n the 

n o r t h h a l f of S e c t i o n 23 f o r the sum of $450 per 

net a c r e , w i t h her r e s e r v i n g a 7-1/2 p e r c e n t 
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o v e r r i d i n g r o y a l t y . 

Q. Was t h i s f o r a l l of her i n t e r e s t s ? 

A. A c t u a l l y , t h i s was j u s t f o r her 

F r u i t l a n d C oal r i g h t s . The P i c t u r e d C l i f f s and 

the F r u i t l a n d Sandstone r i g h t s would have 

remained i n Mrs. Locke. 

Q. And t h i s correspondence and your 

d i s c u s s i o n s w i t h Mrs. Locke or her 

r e p r e s e n t a t i v e s c o n t i n u e d f o r a number of months 

d i d i t not? 

A. Yes. I t c o n t i n u e d from e a r l y December 

u n t i l t h i s l a s t l e t t e r of May 29, 1991. 

Q. Mr. R e i n h a r d t , p l e a s e r e f e r to E x h i b i t 

6 and 6-A, and i d e n t i f y them f o r the Commission. 

A. E x h i b i t 6 i s a copy of an AFE. I t was 

p r e p a r e d by BHP p e r s o n n e l . I t s e t s out the 

e s t i m a t e d c o s t to d r i l l and complete--

Q. Which w e l l i s t h i s f o r ? 

A. - - t h e GCU 390. 

Q. Which i s i n the southwest q u a r t e r ? 

A. Yes, s i r , i t ' s i n the southwest 

q u a r t e r . 

E x h i b i t 6-A i s a s c h e d u l e of a c t u a l 

c o s t s i n c u r r e d to date f o r the d r i l l i n g of the 

G a l l e g o s Canyon U n i t 390 w e l l , and i t i n d i c a t e s 
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i n here t h a t BHP i s p r e s e n t l y a p p r o x i m a t e l y 

$12,000 over AFE. 

Q. And t h a t would be j u s t f o r the d r i l l i n g 

c o s t s , would i t not? 

A. The d r i l l i n g and the c o s t to d r i l l and 

ca s e the wel1. 

Q. Completion a c t i v i t i e s have not been 

undertaken on the w e l l y e t , have t h e y ? 

A. No, s i r . 

Q. Now, Mr. R e i n h a r d t , look at E x h i b i t s 7 

and 7-A? 

A. 7 and 7-A, l i k e w i s e , E x h i b i t 7 i s a 

copy of the BHP's AFE f o r the G a l l e g o s Canyon 

Un i t 391 w e l l , E x h i b i t 7-A i s another c o s t d e t a i l 

f o r t h a t w e l l i n d i c a t i n g the moneys spent to date 

to d r i l l and cas e the w e l l , and BHP i s 

a p p r o x i m a t e l y $30,000 over AFE. 

Q. F i n a l l y , Mr. R e i n h a r d t , what i s E x h i b i t 

8? 

A. E x h i b i t 8 i s a p l e a d i n g from a c o u r t 

a c t i o n , and i n c l u d e d i n t h a t on page 2 i s a 

statement i n d i c a t i n g t h a t Mrs. Locke had no p l a n s 

to d r i l l a F r u i t l a n d Coal w e l l i n the n o r t h h a l f . 

Q. Were E x h i b i t s 1 through 8 prepared by 

you or compiled from company r e c o r d s ? 
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A. Yes, s i r . 

Q. I n your o p i n i o n , 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 

c o n s e r v a t i o n , the p r e v e n t i o n 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, s i r . 

MR. BRUCE: Mr. Chairman, I move the 

a d m i s s i o n of E x h i b i t s 1 through 8. 

CHAIRMAN LEMAY: Without o b j e c t i o n , 

E x h i b i t s 1 through 8 w i l l be a dmitted i n t o the 

r e c o r d . Thank you, Mr. Bruce. 

Mr . T u l l y ? 

EXAMINATION 

BY MR. TULLY: 

Q. Mr. R e i n h a r d t , i f you would r e f e r to 

the Zimmerman o i l and gas l e a s e . I b e l i e v e i t ' s 

E x h i b i t No. 2-A? Excuse me, No. 2? 

A. Okay. 

Q. T h i s l e a s e i s dated when? 

A. I t s a y s the 20th of F e b r u a r y , 1947. 

Q. And does t h i s l e a s e have a p o o l i n g 

c l a u s e i n i t ? 

A. No, i t does not. 

Q. Do you know what a p o o l i n g c l a u s e i s ? 

A . Yes, I do. 
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Q. What i s a p o o l i n g c l a u s e ? 

A. A p o o l i n g c l a u s e i s a p r o v i s i o n found 

i n c e r t a i n o i l and gas l e a s e s . I t g i v e s the 

m i n e r a l l e s s e e the r i g h t to combine t h e i r p r e s e n t 

o i l and gas l e a s e w i t h o t h e r l e a s e s , to form a 

pooled u n i t . 

Q. So a t the time t h i s l e a s e was e n t e r e d 

i n t o , t h e r e was not a p o o l i n g c l a u s e , i s t h a t 

c o r r e c t ? 

A. T h a t ' s r i g h t . 

Q. Would t h a t mean t h a t a w e l l had to be 

l o c a t e d upon t h e s e l a n d s i n order to extend i t 

p a s t i t s primary term? 

A. Yes. 

Q. Do you happen to know whether or not 

C h a r l e s Newbold, or any of h i s s u c c e s s o r s , 

d r i l l e d a w e l l on t h e s e l a n d s d u r i n g the primary 

term of t h i s l e a s e ? 

A. Yes. The Tycksen w e l l was d r i l l e d i n 

1952 . 

Q. The Tycksen w e l l was d r i l l e d i n 1952 by 

who? 

A. L o c k e - T a y l o r , I b e l i e v e . L o c k e - T a y l o r 

D r i l l i n g Company. 

Q. I b e l i e v e you i n d i c a t e d t h a t the 
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r o y a l t y I n t e r e s t owners have never committed 

t h e i r i n t e r e s t i n the G a l l e g o s Canyon Uni t on 

T r a c t 102, i s t h a t c o r r e c t ? 

A. T h a t ' s r i g h t . 

Q. Why don't we r e f e r now to the U n i t 

Agreement. Could you p l e a s e t e l l us which 

e x h i b i t t h a t i s ? • 

A. The U n i t Agreement i s i n c l u d e d i n 

E x h i b i t 3. 

Q. Now, does your copy of the Uni t 

Agreement c o n t a i n a complete r e c i t a t i o n of a l l of 

the terms and p r o v i s i o n s of t h a t U n i t Agreement? 

A. To the b e s t of my knowledge i t does. 

Q. Could you p l e a s e r e f e r to page 17, 

paragraph number 24? 

A. Page 17? Okay. 

Q. Do you have the f u l l page 17 i n f r o n t 

of you? 

A . Yes, I do. 

Q. Now, l e t ' s t a l k a l i t t l e b i t about 

n o n j o i n d e r to u n i t s or subsequent j o i n d e r to 

un i t s . 

Could you p l e a s e r e v i e w t h i s paragreiph 

24 and a d v i s e us how t h i s p a r t i c u l a r paragraph 

a f f e c t s the n o n j o i n d e r of the r o y a l t y i n t e r e s t 
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owners on the Zimmerman l e a s e ? 

A. I'm s o r r y . What was the q u e s t i o n 

a g a i n ? What a r e you l o o k i n g f o r ? 

Q. I'm a s k i n g you to r e v i e w t h i s paragraph 

and t e l l me what happens i n the event t h a t the 

r o y a l t y i n t e r e s t owners of the Zimmerman t r a c t do 

not commit t h e i r i n t e r e s t to the G a l l e g o s Canyon 

U n i t . 

A. W e l l , the onl y t h i n g i n here t h a t I see 

t h a t would d i r e c t l y p e r t a i n to t h a t , t h e r e i s a 

p r o v i s i o n i n here , i f I can read i t , i t s a y s , 

" P r i o r to f i n a l a p p r o v a l h e r e o f , j o i n d e r of any 

nonworking i n t e r e s t must be accompanied by 

a p p r o p r i a t e j o i n d e r of the owner of the 

c o r r e s p o n d i n g working i n t e r e s t i n order f o r the 

i n t e r e s t to be e f f e c t i v e l y committed." 

I f I c o u l d r e f e r back to t h i s BLM 

handbook— 

Q. No, I don't want you to r e f e r to the 

BLM handbook, I want you to look s p e c i f i c a l l y at 

the terms and p r o v i s i o n s of the U n i t Agreement 

i t s e l f . 

What does t h a t s t a t e i n s o f a r as 

n o n j o i n d e r or subsequent j o i n d e r to the u n i t ? 

A. Nonjoinder or subsequent j o i n d e r ? 
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Q. T h a t ' s the heading on paragraph number 

24, of t h i s p aragraph. 

A. W e l l , t h e r e ' s a p r o v i s i o n i n here t h a t 

p r o v i d e s f o r w i t h d r a w a l of the t r a c t i f the owner 

of any i n t e r e s t i n the t r a c t or u n i t f a i l s or 

r e f u s e s to s u b s c r i b e or consent to the agreement. 

Q. Was t h i s done i n t h i s c a s e ? 

A. Not to my knowledge. 

Q. Didn't Benson and Montin, on b e h a l f of 

i t s e l f as u n i t o p e r a t o r , and a l s o on b e h a l f of 

S t a n o l i n d , i s s u e a l e t t e r dated November 8, 1952, 

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

A. W e l l , they wrote a l e t t e r . 

Q. L e t me hand you, so t h a t y o u ' l l have i t 

i n f r o n t of you, what w e ' l l c a l l Locke E x h i b i t A. 

A. I t s a y s here t h a t Benson and Montin 

would l i k e - -

Q. Do you have t h a t i n your package? I 

don't remember s e e i n g i t ? 

A. I don't know. I t was among the 

e x h i b i t s you p r o v i d e d Mr. Bruce. 

Q. Has i t been g i v e n to you e a r l i e r today? 

A. I t was p r o v i d e d to Mr. Bruce a couple 

of weeks ago. 

Q. No. I mean, has i t been g i v e n to you 
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today as one of your e x h i b i t s ? 

A. Not a BHP e x h i b i t . I j u s t happen to 

have a copy of i t . 

Q. L e t me go ahead and g i v e you Locke 

E x h i b i t A so t h a t you can r e f e r to i t , a l l 

r i g h t ? 

MR. TULLY: Mr. Bruce, do you have a 

copy? 

MR. BRUCE: Yes. 

Q. Now, i s n ' t Locke E x h i b i t A a r e q u e s t by 

Benson and Montin and S t a n o l i n d O i l & Gas to 

withdraw T r a c t 102 from the G a l l e g o s Canyon U n i t ? 

A. W e l l , on page 2 of the l e t t e r i t 

a d v i s e s here t h a t " A c c o r d i n g l y , we," I assume 

Benson and Montin and perhaps S t a n o l i n d , "we wish 

to f o l l o w Mr. Duncan's s u g g e s t i o n and r e q u e s t 

h e r e w i t h i n s t r u c t i o n s as to how we may proceed to 

remove T r a c t 102." That doesn't sound l i k e an 

o u t r i g h t r e q u e s t to me. 

Q. What does the v e r y f i r s t s e n t e n c e of 

E x h i b i t A s t a t e ? 

A. I t s a y s , "Benson and Montin would l i k e 

to withdraw T r a c t 102 from the U n i t , " and then i t 

comes down here to the end of the l e t t e r where 

t h e y ' r e a s k i n g f o r i n s t r u c t i o n s on how to go 
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about doing t h a t . 

Q. They've i n d i c a t e d t h a t they want to 

withdraw, haven't they? 

A. A p p a r e n t l y they've contemplated the 

i d e a . 

Q. They s p e c i f i c a l l y s t a t e , do they not, 

they would l i k e to withdraw T r a c t 102 from the 

G a l l e g o s Canyon U n i t ? I t ' s the v e r y f i r s t 

s e n t e n c e i n t h i s l e t t e r , i s n ' t i t ? 

A. T h a t ' s what i t r e a d s . 

Q. Thank you. A l l r i g h t , so now l e t ' s go 

back to paragraph 24 a g a i n . Are t h e r e any other 

p r o v i s i o n s i n here p e r t a i n i n g to n o n j o i n d e r and 

subsequent j o i n d e r t h a t a f f e c t t h i s s i t u a t i o n 

p e r t a i n i n g to the r o y a l t y i n t e r e s t owners and the 

working i n t e r e s t owners of T r a c t 102? 

A. W e l l , i t p r o v i d e s t h a t any o i l and gas 

i n t e r e s t not committed p r i o r to s u b m i s s i o n of the 

agreement may t h e r e a f t e r be committed by 

s u b s c r i b i n g or c o n s e n t i n g to the agreement i f the 

working i n t e r e s t or owner of such i n t e r e s t s a l s o 

s u b s c r i b e . 

I t a l s o p r o v i d e s t h a t the r i g h t of 

subsequent j o i n d e r by a working i n t e r e s t owner i s 

s u b j e c t to such r e q u i r e m e n t s or a p p r o v a l s , i f 
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any, p e r t a i n i n g to such j o i n d e r s , may be provided 

in the Operating Agreement. 

And then i t goes on to provide that, 

"After f i n a l approval, joinder to t h i s agreement 

of a nonworking i n t e r e s t owner must be consented 

in w r i t i n g by the working i n t e r e s t owner hereto 

and r e s p o n s i b l e for payment of any b e n e f i t s that 

may accrue i n behalf of such nonworking i n t e r e s t 

owner." 

Q. Okay, Mr. Reinhardt. L e t ' s put i t back 

in our mind what the p a r t i c u l a r f a c t s and 

circumstances were concerning Tract No. 102. 

Tract No. 102 had been committed to the 

Gallegos Canyon Unit by the working i n t e r e s t 

owner. We then have the r o y a l t y i n t e r e s t owner 

who had not agreed to commit t h e i r i n t e r e s t to 

the Gallegos Canyon Unit. Now, we have f i n a l 

approval of the unit and we've got the working 

i n t e r e s t owner committed on Tract 102, but we do 

not have the r o y a l t y i n t e r e s t owner committed. 

So l e t ' s look here down about mid-weiy 

through and i t says, "After f i n a l approval 

hereof," and, of course, t h a t ' s the Gallegos 

Canyon Unit, "joinder to t h i s agreement by a 

nonworking i n t e r e s t owner, must be consented to 
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i n w r i t i n g by the nonworking i n t e r e s t owner." 

Okay. I n t h a t p a r t i c u l a r s i t u a t i o n we 

do not have a nonworking i n t e r e s t owner t h a t ' s 

t r y i n g to commit i t s e l f to the G a l l e g o s Canyon 

U n i t , so t h e r e f o r e we do not have to s e c u r e the 

consent of the working i n t e r e s t owners, i s t h a t 

c o r r e c t ? 

A. Say t h a t a g a i n . 

Q. Okay. The G a l l e g o s Canyon U n i t has 

been approved. 

A. Yeah. 

Q. A l l r i g h t ? We have the working 

i n t e r e s t owner committed. We have the r o y a l t y 

i n t e r e s t owner not committed. Under t h i s 

s e n t e n c e r i g h t here i t s a y s , " A f t e r f i n a l 

a p p r o v a l h e r e o f , " and t h a t ' s where we're at now, 

we've got f i n a l a p p r o v a l of the G a l l e g o s Canyon 

U n i t , the working i n t e r e s t owners committed, the 

r o y a l t y i n t e r e s t owners not, " j o i n d e r to t h i s 

agreement by," and I'm going to say the Zimmerman 

r o y a l t y i n t e r e s t owner, because t h e y ' r e a 

nonworking i n t e r e s t owner, "must be consented to 

i n w r i t i n g by the working i n t e r e s t owner"? 

A. R i g h t . 

Q. Okay. Now, t h a t d i d n ' t o c c u r , d i d i t ? 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

17 

18 

19 

20 

21 

22 

23 

24 

25 

44 

We d i d not have the r o y a l t y i n t e r e s t owner 

r e q u e s t to j o i n the u n i t , so we d i d n ' t have to go 

s e c u r e the w r i t t e n consent of the working 

i n t e r e s t owner, d i d we? 

A. No. To my knowledge, the r o y a l t y 

i n t e r e s t owner never came forward and o f f e r e d to 

j o i n . 

Q. Okay. Now, l e t ' s go to the next 

s e n t e n c e . And i t s a y s , " P r i o r to f i n a l a p p r o v a l 

h e r e o f , j o i n d e r by any owner of a nonworking 

i n t e r e s t must be accompanied by an a p p r o p r i a t e 

j o i n d e r by the owner of the c o r r e s p o n d i n g working 

i n t e r e s t i n order f o r the i n t e r e s t to be regarded 

as e f f e c t i v e l y committed h e r e t o " ? 

A. R i g h t . 

Q. W e l l , we don't have t h a t s i t u a t i o n 

h e r e , do we, because we've a l r e a d y got f i n a l 

a p p r o v a l ? 

A. " E f f e c t i v e l y committed" i n d i c a t e s t h a t 

both the r o y a l t y and working i n t e r e s t owners have 

committed t h e i r i n t e r e s t s to the U n i t Agreement. 

Q. So then i t would be e f f e c t i v e l y 

committed, because you have both the r o y a l t y 

i n t e r e s t owner and the working i n t e r e s t owner, 

c o r r e c t ? 
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A. W e l l , e f f e c t i v e l y committed as d e f i n e d 

i n the BLM--

Q. No, no, we're l o o k i n g h e r e - -

MR. BRUCE: I'm going to o b j e c t to 

t h i s . The document speaks f o r i t s e l f ; and, 

f r a n k l y , " e f f e c t i v e l y committed" i s t a l k i n g about 

the r o y a l t y i n t e r e s t . We're not t a l k i n g about 

the r o y a l t y i n t e r e s t here today. We want to know 

i f the working i n t e r e s t i s committed. 

Mr. R e i n h a r d t , i f the Commission so 

d e s i r e s , can go ahead and t e s t i f y , but I t h i n k 

the document speaks f o r i t s e l f . And by the c l e a r 

language of the document, t h e y ' r e t a l k i n g about 

e f f e c t i v e l y committing the r o y a l t y i n t e r e s t . 

They a r e not t a l k i n g about committing the working 

i n t e r e s t . 

CHAIRMAN LEMAY: What p o i n t a r e you 

t r y i n g to make, Mr. T u l l y ? 

MR. TULLY: We're going to the next 

s e n t e n c e and then w e ' l l t i e i t a l l t o g e t h e r . 

What I'm t r y i n g to do i s showing t h a t under the 

e x p r e s s terms and p r o v i s i o n s of t h i s O p e r a t i n g 

Agreement, t h e r e has not been an e f f e c t i v e 

agreement of T r a c t 102 to the G a l l e g o s Canyon 

U n i t under t h e s e p a r t i c u l a r c i r c u m s t a n c e s . 
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CHAIRMAN LEMAY: You may proceed i f you 

can t i e that together. 

MR. TULLY: Okay. 

Q. (BY MR. TULLY) Now, we don't have a 

s i t u a t i o n p r i o r to f i n a l approval hereof, because 

we have now f i n a l approval, c o r r e c t ? and we don't 

have a joinder of the r o y a l t y i n t e r e s t owner 

th a t ' s being requested, do we? 

A. The r o y a l t y owner has not joined--did 

not j o i n p r i o r t o - - w e l l , has never joined the 

un i t . 

Q. Now, l e t ' s go to the l a s t sentence here 

on page 17. Now, what does that s t a t e i n s o f a r as 

t h i s p a r t i c u l a r circumstance i s concerned? 

A. I t says, "A subsequent joinder s h a l l be 

e f f e c t i v e the f i r s t day of the month following 

the f i l i n g with the supervisor of the duly 

executed counterparts of a l l and any papers 

necessary to e s t a b l i s h e f f e c t i v e commitment to 

any t r a c t to t h i s agreement, unless o b j e c t i o n to 

such joinder i s duly made wi t h i n 60 days by the 

d i r e c t o r . " 

Q. Okay. Now, t h i s l a s t sentence says 

that i n the event that the r o y a l t y i n t e r e s t 

owners subsequently want to j o i n t h i s u n i t , they 
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can do so, and i t w i l l be e f f e c t i v e as of the 

f i r s t day of the month following the f i l i n g , i s 

that c o r r e c t ? 

A. The r o y a l t y owners were always free to 

come forward and commit t h e i r i n t e r e s t to the 

Unit Agreement. 

Q. Okay. But i f the Zimmerman r o y a l t y 

i n t e r e s t owners had come forward subsequently and 

e l e c t e d to j o i n or to commit t h e i r i n t e r e s t to 

the u n i t , that would be e f f e c t i v e as of the f i r s t 

day of the month following the f i l i n g , i s that 

c o r r e c t ? 

A. That's what i t says. 

Q. But then i t says, "of a l l or any papers 

necessary to e s t a b l i s h e f f e c t i v e commitment of 

any t r a c t to t h i s agreement." Now, we're not 

t a l k i n g j u s t about s p e c i f i c a l l y the r o y a l t y 

i n t e r e s t owners or the working i n t e r e s t owners. 

Now we're t a l k i n g about whether or not there has 

been an e f f e c t i v e commitment of the t r a c t ? 

A. E f f e c t i v e commitment i s predicated on 

the joinder of both the r o y a l t y and the working 

i n t e r e s t owner. I f the r o y a l t y owner does not 

wish to j o i n , then the t r a c t i s considered 

p a r t i a l l y committed. 
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Q. Wait a minute. T h a t ' s not what t h i s 

s a y s . I t s a y s i t ' s not e f f e c t i v e l y committed. 

Doesn't say i t ' s f u l l y or not committed or 

p a r t i a l l y committed, i t s a y s i t i s e f f e c t i v e l y 

committed. 

So, under t h e s e c i r c u m s t a n c e s , i s n ' t 

the language f a i r l y c l e a r h e r e , t h a t as a r e s u l t 

of t h i s l a s t s e n t e n c e i n here , s i n c e t h e r e was no 

subsequent j o i n d e r by the r o y a l t y i n t e r e s t owner 

a f t e r t h e r e ' s been a p p r o v a l , t h a t t h e r e has not 

been e s t a b l i s h e d an e f f e c t i v e commitment of T r a c t 

102 to t h i s agreement? 

A. No, i t ' s not been e f f e c t i v e l y committed 

as d e f i n e d by BLM. 

Q. Doesn't t h i s a l s o say t h a t s i n c e the 

owner of the nonworking i n t e r e s t owner, a f t e r the 

f i n a l a p p r o v a l , s i n c e they never s u b s e q u e n t l y 

j o i n e d , t h e r e f o r e has been no e f f e c t i v e 

commitment of T r a c t 102? 

A. Not e f f e c t i v e commitment as d e f i n e d by 

BLM . 

Q. No, I'm not a s k i n g f o r the BLM 

d e f i n i t i o n , I'm a s k i n g f o r - -

A. W e l l , t h a t ' s what's p e r t i n e n t . 

Q. I'm a s k i n g you what t h i s agreement 
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s a y s . Does the language i n t h i s agreement s a y - -

A. T h a t ' s a l l i t s a y s . 

Q. I s t h a t what i t s a y s ? 

A. T h a t ' s a l l i t s a y s . 

Q. Okay. A l l r i g h t . So now we've got 

p o s s i b l y t w o — b e a r w i t h me here--we have probably 

two i n t e r p r e t a t i o n s of t h i s paragraph. We have 

one i n t e r p r e t a t i o n , and t h a t i s t h a t under the 

e x p r e s s terms of the p r o v i s i o n s by a n o n j o i n d e r 

of the r o y a l t y i n t e r e s t owner, and t h e r e ' s been 

no subsequent j o i n d e r , t h e r e f o r e T r a c t 102 has 

not been e f f e c t i v e l y committed to the u n i t , i s n ' t 

t h a t c o r r e c t ? I s n ' t t h a t one p o s s i b l e 

i n t e r p r e t a t i o n ? 

A. W e l l , as the term was used by BLM. 

Q. No, I'm not a s k i n g about BLM. Was BLM 

even i n e x i s t e n c e i n 1951? 

MR. BRUCE: I o b j e c t to t h i s . They're 

j u s t a r g u i n g back and f o r t h . 

CHAIRMAN LEMAY: I t h i n k he answered 

the q u e s t i o n . I don't see what you're t r y i n g to 

get a t , Mr. T u l l y . 

MR. TULLY: Okay. What I'm t r y i n g to 

do i s e i t h e r the e x p r e s s terms and p r o v i s i o n s of 

t h i s agreement show t h a t T r a c t 102 has not been 
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e f f e c t i v e l y committed h e r e , or t h e r e ' s ambiguity 

i n t h e s e terms and the p r o v i s i o n s here t h a t are 

going to r e q u i r e a l e g a l i n t e r p r e t a t i o n on what 

t h i s means. 

CHAIRMAN LEMAY: He may have a w i t n e s s 

t h a t might t e s t i f y to t h a t . T h i s w i t n e s s has 

e f f e c t i v e l y , e f f e c t i v e l y a d d r e s s e d your q u e s t i o n . 

Q. L e t ' s go ahead and go now to those BLM 

g u i d e l i n e s and r u l e s and r e g u l a t i o n s . What 

e x h i b i t i s t h a t ? 

A. W e l l , i t i s — 

MR. STOVALL: "4," d i d you say, Mr. 

Bruce? 

A. I t was E x h i b i t 4, and a t t a c h e d to t h a t 

E x h i b i t 4 was a page from the Bureau of Land 

Management U n i t Handbook. 

Q. Okay. So, the Bureau of Land 

Management Handbook. What was the e f f e c t i v e date 

of t h i s handbook? 

A. I don 1 t know. 

Q. Okay. W e l l , do you know i f i t was 

r e c e n t l y or do you know i f i t was i n e f f e c t i n 

1951? 

A . I don't know. 

Q. So, b a s i c a l l y , E x h i b i t No. 4 i s 
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g u i d e l i n e s e s t a b l i s h e d by the Bureau of Land 

Management, and you do not know i f they were 

e f f e c t i v e a t the time t h a t the U n i t Agreement was 

e n t e r e d i n t o , i s t h a t c o r r e c t ? 

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

Q. Now, was the Bureau of Land Management 

i n e f f e c t when t h i s G a l l e g o s Canyon U n i t was 

e s t a b l i s h e d ? 

A. I don't b e l i e v e i t was. 

Q. Okay. Who was the r e g u l a t o r y agency 

f o r the f e d e r a l government i n s o f a r as o v e r s e e i n g 

the G a l l e g o s Canyon U n i t when i t was e s t a b l i s h e d ? 

A. A p p a r e n t l y the U.S.G.S. 

Q. Okay. Now, do you have any g u i d e l i n e s 

or r u l e s and r e g u l a t i o n s p e r t a i n i n g to t h e s e type 

of d e f i n i t i o n s a t the time t h a t the Uni t 

Agreement was e n t e r e d i n t o ? 

A. No, I don't . 

Q. So t h e s e were s u b s e q u e n t l y ? Would t h a t 

be a f a i r s t a t e m e n t ? Or you j u s t don't know? 

A. I'm s u r e the handbook was p r i n t e d 

a f t e r w a r d s . I don't know t h a t t h e y ' r e not 

e f f e c t i v e . 

Q. But you don't know f o r s u r e t h a t t h e s e 

p a r t i c u l a r g u i d e l i n e s were i n e f f e c t as of the? 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

1 5 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

52 

time t h a t the G a l l e g o s Canyon U n i t was 

e s t a b l i s h e d , do you? 

A . Not w i t h c e r t a i n t y . 

Q. Yes or no. You j u s t don't know or yes 

or no? 

A . I s a i d , "Not w i t h c e r t a i n t y . it 

Q • Okay. Would i t be a f a i r statement to 

s t a y t h a t the U.S. G e o l o g i c a l Survey was the 

U n i t e d S t a t e s governmental e n t i t y t h a t had the 

r e g u l a t o r y a u t h o r i t y over the G a l l e g o s Canyon 

Un i t when i t was e s t a b l i s h e d ? Would you agree 

w i t h t h a t ? 

A. Yes. 

Q. I am now going to hand you what we w i l l 

c a l l Locke E x h i b i t B. Would you p l e a s e i d e n t i f y 

Locke E x h i b i t B? 

A. I t ' s a memo, o f f i c e memorandum, s a y s 

U n i t e d S t a t e s Government, from a d i s t r i c t 

e n g i n e e r i n Farmington to an o i l and gas 

s u p e r v i s o r I n R o s w e l l . The s u b j e c t of i t i s two 

u n i t s , and then, i n a hyphenated phr a s e i t s a y s , 

" O f f s e t and nonunit w e l l s w i t h i n u n i t a r e a s . " 

p l a t s , " and t h e r e ' s a p l a t a t t a c h e d , "show w e l l s 

o f f s e t t i n g the s u b j e c t u n i t s w i t h the measured 

Then i t goes on to s t a t e t h a t "Attached 
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p r o d u c t i o n of the w e l l s . The a t t a c h e d l i s t g i v e s 

the o p e r a t o r w e l l name and number, l o c a t i o n t i e 

i n and f i r s t d e l i v e r y d a t e . 

Q. Down a t the bottom i t s a y s 

" e n c l o s u r e s , " and what i s t h a t ? 

A. I t s a y s , " Attached l i s t of u n i t s , and 

i t s t a t e s a couple of u n i t numbers, and i n 

p a r e n t h e s e s i t s a y s "nonunit w e l l s . " 

Q. I t s a y s "nonunit w e l l s . " Now, i s the 

a t t a c h e d l i s t of u n i t s , I - S e c t i o n No. 844, does 

t h a t r e f e r to the G a l l e g o s Canyon U n i t up i n the 

s u b j e c t heading c a t e g o r y ? 

A. Yes. 

Q. L e t ' s go to the second page of t h i s 

memorandum. Now, do you see under the column 

o p e r a t o r , whether or not Locke and T a y l o r a r e 

l i s t e d ? 

A. They're l i s t e d t w i c e , as o p e r a t o r s of 

two w e l l s , one of which was not producing, one of 

which was. And i t g i v e s the l o c a t i o n of those 

we l i s . 

Q. Okay. Now, was one of t h e s e w e l l s the 

Tycksen No. 1 w e l l ? 

A. Y e s . 

Q. I s t h a t one of the w e l l s we're t a l k i n g 
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about here today? 

A. Yes. 

Q. And doesn't the cover page of t h i s 

i n d i c a t e t h a t the U n i t e d S t a t e s G e o l o g i c a l Survey 

s t a t e s t h a t t h i s i s e i t h e r an o f f s e t or a nonunit 

w e l l w i t h i n a u n i t a r e a ? 

A. W e l l , i t s t a t e s t h a t the w e l l s a r e 

w e l l s o f f s e t t i n g the u n i t s . 

Q. I t s a y s o f f - -

A. But then up i n the s u b j e c t l i n e i t s a y s 

" o f f s e t and nonunit w e l l s . " 

Q. But under the e n c l o s u r e t h i n g i t s a y s 

nonunit w e l l s , and i n the f i r s t s e n t e n c e s a y s 

" w e l l s o f f s e t t i n g the s u b j e c t u n i t , " i s t h a t 

c o r r e c t ? 

A. Okay. 

Q. Now, l e t me ask you one o t h e r q u e s t i o n , 

and t h a t i s : Are you f a m i l i a r w i t h the F a u s t No. 

1 w e l l t h a t ' s o p e r a t e d by L o c k e - T a y l o r ? 

A. Yes. 

Q. Do you happen to know whether the F a u s t 

No. 1 w e l l i s l o c a t e d w i t h i n the u n i t b o u n d a r i e s 

of the G a l l e g o s Canyon U n i t ? 

A. I t ' s w i t h i n the expanded o u t l i n e of the 

u n i t . 
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Q. Do you happen to know what t r a c t number 

the F a u s t No. 1 w e l l i s ? 

A . No . 

Q. Are you the s u b - o p e r a t o r from the 

s u r f a c e to the base of the P i c t u r e d C l i f f s 

F ormation of the G a l l e g o s Canyon U n i t ? 

A. BHP i s . 

Q. BHP i s . I'm s o r r y . I s t h a t c o r r e c t , 

your company i s the s u b - o p e r a t o r ? 

A. Yes. 

Q. Are you aware t h a t T r a c t No. 102 of the 

G a l l e g o s Canyon U n i t encompasses the l a n d s of the 

F a u s t No. 1 w e l l ? 

A. No. The F a u s t No. 1 w e l l i s i n another 

township than from where T r a c t 102 i s l o c a t e d . 

Q. Okay, but a r e you aware t h a t 

L o c k e - T a y l o r o p e r a t e s the F a u s t No. 1 w e l l w i t h i n 

the u n i t b o u n d a r i e s of the G a l l e g o s Canyon Uni t 

and t h a t t h a t ' s l o c a t e d on T r a c t #162 of the 

G a l l e g o s Canyon U n i t ? 

A. I know the F a u s t w e l l i s l o c a t e d w i t h i n 

the p r e s e n t u n i t boundary f o r a G a l l e g o s Canyon 

U n i t . I d i d n ' t know what the t r a c t number i s . 

Q. But know i t ' s o p e r a t e d by L o c k e - T a y l o r ? 

A. A p p a r e n t l y i t i s . 
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Q. L e t ' s go to the l a s t page of E x h i b i t 

B. I f you would look up, and h o p e f u l l y you can 

re a d i t , i n S e c t i o n 23, i t l o o k s l i k e t h e r e ' s 

some n o t a t i o n s up t h e r e , and what does i t show 

t h e r e ? 

A. T h e r e ' s a gas symbol and i t s a y s 

" F r u i t l a n d w e l l , " and then a d j a c e n t to t h a t i s a 

statement about "not a u n i t w e l l . " 

Q. And below t h a t , underneath t h a t l i t t l e 

symbol, what does i t s a y ? 

A. T h e r e ' s an open c i r c l e . 

Q. I n between the open c i r c l e , can you 

re a d t h a t ? 

A. I can see "370 Mcf." 

Q. Mcf? I s t h a t what i t s a y s ? 

A. I guess t h a t ' s an " f . " 

Q. And underneath t h a t what does i t say ? 

A. I t ' s an open c i r c l e . 

Q. What does t h a t s t a n d f o r ? 

A. I ca n ' t r e a d t h a t . A d j a c e n t to i t i t 

s a y s the word Farmington. 

Q. Can you read the r e s t ? 

A. I t s a y s , "Not a u n i t w e l l . " 

Q. So the U.S.G.S., i n s o f a r as t h i s 

e x h i b i t i s concerned, would i t be a f a i r 
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s tatement to say t h a t the Tycksen No. 1 w e l l i s a 

w e l l t h a t e i t h e r o f f s e t s the G a l l e g o s Canyon Uni t 

or i t ' s a nonunit w e l l ? Would t h a t be a f a i r 

s t a t e m e n t ? 

A. I t would appear t h a t way. 

Q. I t would appear t h a t way or i s t h a t 

what i t s t a t e s ? 

A. I t s a y s t h e r e , "Not a u n i t w e l l . " 

Q. I t speaks f o r i t s e l f , doesn't i t ? 

A. W e l l , i t speaks f o r i t s e l f i f you have 

an u n d e r s t a n d i n g of what BLM or the U.S.G.S. 

c o n s i d e r s a u n i t w e l l , which i t doesn't s t a t e . 

Q• Now, do you happen to have a copy of 

the assignment from Benson and Montin and 

S t a n o l i n d to L l o y d Locke and L l o y d T a y l o r , i n 

your e x h i b i t s ? I b e l i e v e i t ' s p a r t of E x h i b i t 

No. 2. Do you f i n d i t ? L e t me see i f I can he l p 

you out h e r e . 

CHAIRMAN LEMAY: While you're l o o k i n g 

w e ' l l take a minute break. Go ahead and approach 

the w i t n e s s . 

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

Q. (BY MR. TULLY) Were you a b l e to f i n d 

the assignment from Benson and Montin and 

S t a n o l i n d to L l o y d Locke and L l o y d T a y l o r ? 
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A. I have a copy. 

Q. I s i t a f u l l copy, can you t e l l ? 

A. I t ' s not marked as an e x h i b i t . 

Q. I s n ' t i t p a r t of your package of 

E x h i b i t 2, though? 

A. L e t me see i f I have i t . 

MR. STOVALL: Mr. T u l l y , to speed t h i s 

up, which assignment a r e you l o o k i n g f o r ? 

MR. TULLY: I t ' s an assignment from 

Benson and Montin and S t a n o l i n d - -

THE WITNESS: Oh, here i t i s . 

MR. TULLY: I t ' s about i n the middle of 

the package of the c h a i n of t i t l e p e r t a i n i n g to 

the Zimmerman l e a s e . 

Q. Now, Mr. R e i n h a r d t , i f you would p l e a s e 

r e f e r to page 3, paragraph 6? 

A. Page 3? 

Q. Yes. And excuse me w h i l e I approach. 

I t h i n k I l e f t my E x h i b i t 2 up here w i t h you. 

CHAIRMAN LEMAY: I s the number a t the 

top of t h a t page 107-C? 

MR. TULLY: I t ' s 107-B, paragraph 6. 

CHAIRMAN LEMAY: "B"? 

Q. Does t h a t b a s i c a l l y s t a t e t h a t t h i s 

assignment i s s u b j e c t to the terms and c o n d i t i o n s 
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of the Zimmerman l e a s e ? 

A. Yes, i t s a y s so i n the f i r s t s e n t e n c e 

of paragraph 6. 

Q. Now, a t the time t h a t t h i s assignment 

was made, had t h e r e been any type of a p o o l i n g 

p r o v i s i o n added to the Zimmerman l e a s e ? 

A . No . 

Q. A l l r i g h t . R e f e r r i n g now to page 4, 

about the f i f t h or s i x t h l i n e down, does t h a t 

i n d i c a t e t h a t Locke and T a y l o r were a c c e p t i n g 

t h i s assignment w i t h o u t p r e j u d i c e to t h e i r r i g h t 

to contend t h a t the Zimmerman l e a s e i s not 

s u b j e c t to the p r o v i s i o n s of the G a l l e g o s Canyon 

Unit and the u n i t a c c o u n t i n g agreement? 

A. The a s s i g n e e s a c c e p t e d the assignment 

wi t h o u t p r e j u d i c e to t h e i r r i g h t s to contend t h a t 

the l e a s e a c r e a g e a s s i g n e d i s a c q u i r e d f r e e of 

the p r o v i s i o n s of the u n i t a c c o u n t i n g agreement, 

but i n no event s a i d l e a s e a c r e a g e s h a l l be found 

to be s u b j e c t to the terms of s a i d agreement. 

A s s i g n e e s a c c e p t s a i d l e a s e s u b j e c t to a l l the 

terms and p r o v i s i o n s of s a i d agreement. 

Q. Okay. But t h a t b a s i c a l l y s a y s , does i t 

not, t h a t L o c k e - T a y l o r c o u l d c h a l l e n g e whether or 

not t h i s l e a s e i s committed to the U n i t 
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Agreement ? 

A. Well, apparently they could. And i t 

a l s o s t a t e s e a r l i e r i n that paragraph that the 

a s s i g n o r s heretofore executed t h i s Unit Agreement 

for the development and operation of the Gallegos 

Canyon Unit, dated November 1, 1950. 

Q. So i f subsequently i t was determined 

that the t r a c t was not committed to the u n i t , 

then Locke-Taylor agreed to be bound by the Unit 

Agreement? I s that what that l a s t phrase pr e t t y 

much i n d i c a t e s ? 

A. Say that again. 

Q. I f the Zimmerman lease i s found to be 

committed to the Gallegos Canyon Unit, then 

Locke-Taylor have agreed to be bound by the terms 

and p r o v i s i o n s of the Unit Agreement? I s that 

what that l a s t phrase p r e t t y much s t a t e s ? 

A. Well, i t doesn't say anything about i f 

the l e a s e i s committed, i t j u s t says that they 

accept the assignment without p r e j u d i c e to 

contend that the l e a s e i s assigned not subject to 

the agreement. 

Q. A l l r i g h t . L e t ' s go now to a pooling 

designation. Do you happen to have a pooling 

designation w i t h i n your E x h i b i t 2? 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

1 3 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

61 

Your c o u n s e l has i n d i c a t e d t h a t you do 

not have a copy of the P o o l i n g D e s i g n a t i o n i n 

your E x h i b i t 2, so I w i l l hand 'you what w e ' l l 

c a l l Locke E x h i b i t C. 

I n your r e v i e w of t h i s matter, Mr. 

R e i n h a r d t , have you had an o p p o r t u n i t y to r e v i e w 

t h i s P o o l i n g D e s i g n a t i o n ? 

A. I have r e v i e w e d i t . 

Q. I s t h i s P o o l i n g D e s i g n a t i o n a f t e r the 

e f f e c t i v e date of the G a l l e g o s Canyon U n i t ? 

A. Y e s . 

Q. Okay. Now, does t h i s P o o l i n g 

D e s i g n a t i o n r e c o g n i z e t h a t L o c k e - T a y l o r i s the 

owner of the Zimmerman l e a s e from the s u r f a c e to 

the base of the P i c t u r e d C l i f f s Formation, as 

w e l l as the owner of some ot h e r l e a s e s ? 

A. Yes. I t s t a t e s t h a t they a r e owners 

and h o l d e r s of c e r t a i n o i l and gas l e a s e s 

e x e c u t e d by Helen and R. J . Zimmerman. 

Q. Now, r e f e r r i n g to page 3--at the top of 

t h a t i t would be 2 3 - B - - i f you would r e f e r to t h a t 

page . 

A. Okay. 

Q. Now, does L o c k e - T a y l o r D r i l l i n g Company 

agree to u n i t i z e and pool the n o r t h h a l f of 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2 

13 

14 

1 5 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

62 

S e c t i o n 23 from the s u r f a c e to the base of the 

P i c t u r e d C l i f f s F ormation? 

A. W e l l , i t s t a t e s here t h a t L l o y d Locke, 

L l o y d T a y l o r , j o i n e d by S t a n o l i n d , and E a r l 

Benson and W i l l i a m Montin and t h e i r w i v e s , have 

e l e c t e d to pool or u n i t i z e a l l l a n d s embraced i n 

s a i d s e v e r a l r e s p e c t i v e l e a s e s under a 

d r i l l i n g — under a u n i t i z e d d r i l l i n g u n i t , 

embracing the n o r t h h a l f of S e c t i o n 23 to conform 

w i t h s p a c i n g r u l e s and r e g u l a t i o n s . 

Q. I don't see t h a t i n t h e r e . I see t h a t 

they have agreed to one d r i l l i n g u n i t and acreage 

pool f o r the purpose of o p e r a t i n g and d r i l l i n g , 

p r o d u c i n g and marketing, gas and hydrocarbon 

s u b s t a n c e from s a i d l a n d s embracing the 

above-mentioned l e a s e s , embracing and c o v e r i n g 

a l l of the f o l l o w i n g d e s c r i b e d l a n d s s i t u a t e i n 

San Juan County, New Mexico, as one d r i l l i n g u n i t 

or p o o l . 

CHAIRMAN LEMAY: I t h i n k he's r e f e r r i n g 

to the paragraph above, C o u n s e l . The end of t h a t 

s e n t e n c e , the paragraph above i t , "To conform 

w i t h s p a c i n g r u l e s and r e g u l a t i o n s . " 

MR. TULLY: Oh, I s e e . 

Q. I'm s o r r y . You're l o o k i n g a t the 
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"whereas" c l a u s e and I'm l o o k i n g a t the "now 

t h e r e f o r e " c l a u s e . 

A. I t s a y s , "Now, T h e r e f o r e , " Locke and 

T a y l o r , and S t a n o l i n d , and Benson and Montin, "by 

t h e s e p r e s e n t s u n i t i z e and pool a l l and s i n g u l a r 

the l a n d s embraced i n the r e s p e c t i v e o i l and gas 

l e a s e s as he r e i n a b o v e p a r t i c u l a r l y d e s c r i b e d i n 

one d r i l l i n g u n i t and acr e a g e p o o l , f o r the 

purpose of o p e r a t i n g and d r i l l i n g , p roducing and 

marketing, gas and hydrocarbon s u b s t a n c e s from 

the l a n d s embraced i n the above-mentioned l e a s e s 

c o v e r i n g a l l and s i n g u l a r the f o l l o w i n g d e s c r i b e d 

l a n d s , and i t d e s c r i b e s the n o r t h h a l f of S e c t i o n 

23 . 

Q. Okay. And then go on to the next 

paragraph. I s t h e r e a s u r f a c e l i m i t a t i o n i n s o f a r 

as t h i s p o o l i n g d e s i g n a t i o n i s concerned? 

A. I t ' s l i m i t e d . I t embraces and p e r t a i n s 

to o n l y those f o r m a t i o n s i n and above 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. Now, l e t ' s go to the next page and look 

a t the top paragraph t h e r e , and come down about 

f i v e l i n e s to the p h r a s e , " P r o v i d e d , however." 

I f you would r e v i e w t h a t , p l e a s e ? 

A. I t s a y s t h a t "The u n i t i z a t i o n s h a l l 
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apply o n l y to the P i c t u r e d C l i f f s f o r m a t i o n and 

ot h e r f o r m a t i o n s of l e s s e r depths than the 

P i c t u r e d C l i f f s f o r m a t i o n , i n s o f a r as i t p e r t a i n s 

to the l a n d s embraced i n the a f o r e s a i d l e a s e s " - -

Q. " A f o r e s a i d l e a s e " or " l e a s e s " ? 

A. " a f o r e s a i d l e a s e to s a i d S t a n o l i n d O i l 

& Gas Company, and the l a n d s embraced i n s a i d 

l e a s e to E a r l Benson and W i l l i a m Montin." 

Q. Now, i s t h a t r e f e r r i n g to the Zimmerman 

l e a s e ? I s t h a t p a r t i c u l a r p h r a s e r e f e r r i n g to 

the Zimmerman l e a s e ? 

A. W e l l , i t s a y s the l e a s e to S t a n o l i n d 

O i l & Gas Company. 

Q. Up i n the whereas c l a u s e , as the f i r s t 

p a r t of t h i s , i s the Zimmerman l e a s e the only 

l e a s e t h a t c o n c e r n s the S t a n o l i n d or the Benson 

and Montin l e a s e ? 

A. I b e l i e v e i t r e f e r s back to t h e - - I 

b e l i e v e i t ' s i n t e n d e d to r e f e r back to the 

Zimmerman-Dust i n l e a s e . 

Q. Thank you. 

A. And as a l l o t h e r l e a s e s . 

Q. Are you aware t h a t t h e r e was an 

amendment to the Zimmerman l e a s e t h a t added a 

p o o l i n g c l a u s e ? 
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A. Yes. 

Q. Do you know at t h i s p a r t i c u l a r time 

whether or not t h a t amendment to the Zimmerman 

o i l and gas l e a s e , t h a t added p o o l i n g c l a u s e , was 

i n e f f e c t a t the time t h i s p o o l i n g d e s i g n a t i o n 

was e x e c u t e d by S t a n o l i n d , by Benson and Montin, 

and L o c k e - T a y l o r ? Do you have a copy of the 

amendment to o i l and gas l e a s e , Mr. R e i n h a r d t ? 

A. L e t me check. 

Q. Your c o u n s e l has i n d i c a t e d t h a t you do 

not have a copy of the amendment to o i l and gas 

l e a s e , so I w i l l hand you what w e ' l l i d e n t i f y as 

Locke E x h i b i t D. 

So t h a t we don't get confused, I ' l l 

mark through a t the bottom where i t s a y s E x h i b i t 

F, and i t w i l l now be E x h i b i t D at the top of the 

page . 

Now, Mr. R e i n h a r d t , have you had an 

o p p o r t u n i t y to r e v i e w t h i s Amendment to O i l and 

Gas L e a s e , p e r t a i n i n g to t h i s matter, b e f o r e 

today's h e a r i n g ? 

A. I have. I have seen i t . 

Q. Now, i f you w i l l r e f e r to t h a t 

Amendment to O i l and Gas L e a s e , would you p l e a s e 

d e s c r i b e f o r us what t h a t amendment to O i l and 
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Gas L e a s e does? 

A. I t amends and supplements the o i l and 

gas l e a s e d e s c r i b e d t h e r e i n the f i r s t paragraph, 

the Helen Zimmerman and R. J . Zimmerman o i l and 

gas l e a s e to C h a r l e s Newbold. 

Q. And i t adds a p o o l i n g c l a u s e , i s t h a t 

c o r r e c t ? 

A . Yes. 

Q. L e t ' s go back a g a i n to the P o o l i n g 

D e s i g n a t i o n . At the time of e x e c u t i n g t h i s 

P o o l i n g D e s i g n a t i o n by S t a n o l i n d O i l & Gas and by 

Benson and Montin, who was the u n i t o p e r a t o r of 

the G a l l e g o s Canyon U n i t ? 

A. I n 19--

Q . 53, 54. Would i t have been e i t h e r 

S t a n o l i n d or Benson and Montin as the u n i t 

o p e r a t o r of the G a l l e g o s Canyon U n i t ? 

A. Yes, one or the o t h e r . 

Q. Okay. And would i t a l s o be t h a t 

S t a n o l i n d and Benson and Montin were 50-percent 

working i n t e r e s t owners a t t h a t time, or each one 

of them, 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 ? because the assignment had a l r e a d y 

been made to L o c k e - T a y l o r , i s t h a t c o r r e c t ? 

A. Yeah, they would have a l r e a d y a s s i g n e d 
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t h e i r i n t e r e s t to Locke and T a y l o r . I t h i n k they 

d i d t h a t i n 1953. 

Q. Now, t h i s p o o l i n g d e s i g n a t i o n 

s p e c i f i c a l l y s a y s t h a t i t ' s a u n i t i z a t i o n t h a t 

a p p l i e s o n l y to the P i c t u r e d C l i f f s f o r m a t i o n and 

above, i s t h a t c o r r e c t ? 

A. Yes. 

Q. I s t h i s a m o d i f i c a t i o n or a changing, 

then, by the u n i t o p e r a t o r , S t a n o l i n d and or 

Benson and Montin, of t h e i r i n t e r e s t i n the 

G a l l e g o s Canyon U n i t ? 

MR. BRUCE: I would o b j e c t i n s o f a r as 

i t c a l l s f o r a l e g a l c o n c l u s i o n by the w i t n e s s . 

CHAIRMAN LEMAY: I t h i n k t h a t ' s 

c o r r e c t . I t ' s a v e r y t e c h n i c a l i s s u e and i s not 

something t h i s w i t n e s s would be q u a l i f i e d to 

answer. 

MR. TULLY: Thank you. 

Q. Now l e t ' s go to the Amendment to O i l 

and Gas L e a s e , Locke E x h i b i t D. L e t ' s look now, 

j u s t c o n f i r m f o r me one more time, i f you would, 

t h a t t h i s Amendment to O i l and Gas Le a s e does 

p e r t a i n to the Zimmerman l e a s e , i s t h a t c o r r e c t ? 

A. Yes. I t r e c i t e s i n the f i r s t paragraph 

the p a r t i c u l a r s of the Zimmerman l e a s e , and i t s 
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r e c o r d i n g i n f o r m a t i o n . 

Q. Can you t e l l whether or not t h i s 

Amendment to O i l and Gas Lease was i n e f f e c t at 

the time the P o o l i n g D e s i g n a t i o n was e n t e r e d 

i n t o ? 

A. W e l l , i t was e x e c u t e d October 1, 1954, 

r e c o r d e d December 3rd, which would have been 

a f t e r Locke and T a y l o r and Benson and Montin 

e x e c u t e d the P o o l i n g Agreement, but p r i o r to the 

e x e c u t i o n of S t a n o l i n d O i l & Gas. 

Q. As a matter of f a c t , we have a 

s u b s t a n t i a l p e r i o d of time between the e x c u t i o n 

by L o c k e - T a y l o r and Benson and Montin b e f o r e 

S t a n o l i n d s i g n e d t h i s , i s n ' t t h a t c o r r e c t ? 

A. I guess a c e r t a i n amount of time, yeah 

Q. I t would be over a y e a r , wouldn't i t ? 

A. Over a y e a r . 

Q . Okay. Thank you. Now, does the 

Amendment to O i l and Gas Lease s p e c i f i c a l l y 

r e c o g n i z e L o c k e - T a y l o r D r i l l i n g Company as being 

an owner of the Zimmerman l e a s e ? 

A. I see t h e r e i n paragraph two i t s t a t e s 

t h a t the l e a s e i s p r e s e n t l y owned by 

L o c k e - T a y l o r , S t a n o l i n d , and Benson and Montin, 

so i t would appear t h a t a l l t h r e e companies owne 
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an i n t e r e s t i n the l e a s e . 

Q. L e t ' s go i n t o the quoted paragraph, 

below the "Now, T h e r e f o r e , " c l a u s e , where i t 

s t a r t s , " L e s s e e i s hereby g i v e n the power," and 

so on. 

A. Okay. 

Q. Does t h a t i n d i c a t e t h a t L o c k e - T a y l o r 

D r i l l i n g Company, as a l e s s e e , at any time d u r i n g 

the term of the l e a s e , as to a l l or any p a r t of 

the Zimmerman l e a s e and as to any one or more of 

the f o r m a t i o n s , may, at i t s o p t i o n and w i t h o u t 

Zimmerman's j o i n d e r or f u r t h e r consent, pool and 

u n i t i z e the l e a s e h o l d e s t a t e ? 

A. Yes, i t s a y s i t can u n i t i z e the 

l e a s e h o l d e s t a t e and l e s s o r ' s r o y a l t y e s t a t e , 

c r e a t e d by the l e a s e , w i t h any o t h e r l a n d or 

l a n d s , l e a s e or l e a s e s , m i n e r a l r o y a l t i e s , e t 

c e t e r a . 

Q. So L o c k e - T a y l o r c o u l d , under t h i s 

Amendment to O i l and Gas L e a s e , adding a p o o l i n g 

c l a u s e , c o u l d go ahead and pool and u n i t i z e from 

the s u r f a c e to the base of the P i c t u r e d C l i f f s of 

the Zimmerman l e a s e , i s t h a t c o r r e c t ? 

MR. BRUCE: W e l l , I would o b j e c t a g a i n 

i n s o f a r as i t c a l l s f o r a l e g a l c o n c l u s i o n . Pool 
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what i n t e r e s t ? 

MR. TULLY: Pool the Zimmerman l e a s e . 

MR. BRUCE: Pool what i n t e r e s t i n the 

Zimmerman l e a s e ? 

MR. TULLY: Pool i t s i n t e r e s t . 

A . Whose i n t e r e s t ? 

Q. L o c k e - T a y l o r 1 s . 

CHAIRMAN LEMAY: Repeat the q u e s t i o n 

a g a i n , Mr. T u l l y . 

which s a y s , " L e s s e e i s hereby g i v e n the power and 

r i g h t , " we have the r e c o g n i t i o n t h a t L o c k e - T a y l o r 

D r i l l i n g Company i s a l e s s e e of the Zimmerman 

l e a s e . 

can L o c k e - T a y l o r , i s i t g i v e n the power and the 

r i g h t a t any time d u r i n g the Zimmerman l e a s e , as 

to a l l or any p a r t of t h e s e l a n d s d e s c r i b e d 

above, pool and u n i t i z e those l a n d s w i t h other 

l a n d s , and a l s o they can pool the Zimmerman 

r o y a l t y e s t a t e w i t h o u t f u r t h e r j o i n d e r of the 

r o y a l t y i n t e r e s t ? 

A. I t s a y s t h e r e t h a t they have the r i g h t 

to pool and u n i t i z e the l e a s e h o l d e s t a t e and the 

r o y a l t y e s t a t e . 

Q. R e f e r r i n g now to the quoted paragraph 

Now, purs u a n t to t h i s p o o l i n g c l a u s e , 
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Q. Okay. I don't know i f you answered my 

q u e s t i o n or not, d i d you? 

CHAIRMAN LEMAY: W e l l , I would say 

y e s . He s a i d you have the r i g h t to p o o l . He 

read t h a t i n the p o o l i n g c l a u s e . 

Q. I guess I d i d n ' t u n d e r s t a n d your 

answer. I'm h a v i n g t r o u b l e g e t t i n g some of your 

answers and I'm not s u r e what you're answer, Mr. 

R e i n h a r d t . I guess maybe i t ' s my f a u l t and I 

a p o l o g i z e to the Commission. I guess I need to 

l i s t e n c l o s e r . 

Do you know, of your own knowledge, 

whether or not the n o r t h h a l f of S e c t i o n 23 was 

ever committed to a p a r t i c i p a t i n g a r e a of the 

G a l l e g o s Canyon U n i t ? 

A. No, i t was not. 

Q. Do you happen to know, of your own 

knowledge, when the P i c t u r e d C l i f f s p a r t i c i p a t i n g 

a r e a was e s t a b l i s h e d ? 

A. I don't know the e x a c t d a t e . I know i t 

was p r i o r to 1960. 

Q. Do you happen to know when the 

F r u i t l a n d p a r t i c i p a t i n g a r e a of the G a l l e g o s 

Canyon Un i t was e s t a b l i s h e d ? 

A. W e l l , t h e r e a r e s e v e r a l F r u i t l a n d 
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p a r t i c i p a t i n g a r e a s . 

Q. The i n i t i a l F r u i t l a n d p a r t i c i p a t i n g 

a r e a , do you know when i t was e s t a b l i s h e d ? 

A. I don't remember the e x a c t date, 

e i t h e r . I t h i n k i t was i n the e a r l y 60s. 

Q. I n the e a r l y 1960s? 

A. Y e s . 

Q. And the Tycksen No. 1 w e l l was never 

put i n t o a p a r t i c i p a t i n g a r e a f o r e i t h e r the 

F r u i t l a n d or the P i c t u r e d C l i f f s p a r t i c i p a t i n g 

a r e a when they were f i r s t e s t a b l i s h e d ? I 

understood you c o r r e c t l y on t h a t ? 

A. T h a t ' s r i g h t . 

Q. Do you t h i n k when the Tycksen w e l l was 

d r i l l e d ? 

A . 1952 . 

Q. Do you know when i t f i r s t s t a r t e d 

produc i n g ? 

A. 19--sometime i n 1954. 

Q. Okay. So i t was producing from the 

F r u i t l a n d f o r m a t i o n from 1954 u n t i l some time i n 

1960, when the i n i t i a l F r u i t l a n d p a r t i c i p a t i n g 

a r e a was e s t a b l i s h e d , i s t h a t c o r r e c t ? 

A. Yes. 

Q. Okay. Now— 
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A. I don't know f o r a f a c t t h a t i t 

produced c o n t i n u o u s l y , but--

Q. Okay. 

A. I don't know t h a t the w e l l produced 

c o n t i n u o u s l y from 1954 to 1960, but — 

Q. Are you aware t h a t the w e l l has 

produced to the p r e s e n t time s i n c e i t s f i r s t 

d e l i v e r y i n 1954? 

A. I'm aware t h a t i t has produced up u n t i l 

a few months ago. I u n d e r s t a n d i t has been shut 

i n . 

Q. Now, i t seems s t r a n g e t h a t we have t h i s 

T y c k sen No. 1 w e l l l o c a t e d w i t h i n the u n i t 

b o u n d a r i e s but i t ' s not been put i n a 

p a r t i c i p a t i n g a r e a f o r the F r u i t l a n d when i t was 

d r i l l e d and s t a r t e d p r o d u c i n g back i n 1954. 

Have you reviewed any m a t e r i a l s to 

determine whether or not a commercial 

d e t e r m i n a t i o n was made by the U.S.G.S. or by the 

u n i t o p e r a t o r at t h i s time to d e c l a r e t h i s w e l l 

commercial or noncommercial? 

A. I'm not aware of any. 

Q. Would i t be r e a s o n a b l e to assume t h a t 

s i n c e the w e l l has produced s i n c e 1954 to the 

p r e s e n t time, t h a t i t ' s a commercial w e l l ? 
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A. Not n e c e s s a r i l y . 

Q. Why not n e c e s s a r i l y ? 

A. W e l l , I don't know t h a t i t would be 

c o n s i d e r e d a paying w e l l . 

Q. But would an o p e r a t o r make t h a t 

d e t e r m i n a t i o n on whether a w e l l i s commercial or 

not? 

A. I f t h e r e was a need t o . 

Q. So, i f you have an o p e r a t o r t h a t ' s 

p r o d u c i n g a w e l l from 1954 to the p r e s e n t time, 

c o u l d n ' t we assume t h a t t h a t o p e r a t o r b e l i e v e s 

t h a t w e l l i s commercial? 

A. Not n e c e s s a r i l y . 

MR. BRUCE: I'm going to o b j e c t . Mr. 

R e i n h a r d t i s a landman and he's not an e n g i n e e r . 

CHAIRMAN LEMAY: I t h i n k t h a t ' s t r u e . 

We're g e t t i n g i n t o a l o t of assumptions t h a t bear 

on a l o t of f a c t o r s t h a t Mr. R e i n h a r d t i s r e a l l y 

not p r i v y t o . 

MR. TULLY: May i t p l e a s e the C h a i r , 

Mr. R e i n h a r d t t e s t i f i e d i n p r e v i o u s h e a r i n g , 

under oath, i n s o f a r as the commercia1ity n a t u r e 

of t h i s w e l l . And t h a t ' s why I'm f o l l o w i n g t h i s 

l i n e of q u e s t i o n i n g , because he opened the door 

i n s o f a r as whether or not t h i s w e l l i s 
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commercial. 

He s t a t e d i n the p r e v i o u s h e a r i n g t h a t 

t h i s w e l l was noncommercial, and I'm a s k i n g him 

now f o r the b a s i s of t h a t whether i t ' s h i s 

o p i n i o n or whether i t ' s because of the r e g u l a t o r y 

agency or the u n i t o p e r a t o r . 

CHAIRMAN LEMAY: I f he's t e s t i f i e d 

b e f o r e , I ' l l a l l o w the q u e s t i o n . 

A. What was the q u e s t i o n a g a i n ? 

Q. Okay. Would i t be r e a s o n a b l e to assume 

t h a t an o p e r a t o r who has produced a w e l l from 

1954 to the p r e s e n t time, would c o n s i d e r a w e l l 

b e i n g commercial because i t ' s produced i t t h a t 

long? 

MR. BRUCE: I o b j e c t because I don't 

t h i n k t h a t ' s what Mr. R e i n h a r d t t e s t i f i e d . He 

d i d n ' t t e s t i f y as to the w e l l being produced f o r 

t h a t amount of time. I t h i n k he made comments i n 

the p r i o r h e a r i n g about u n i t and non-unit w e l l s 

and a d e t e r m i n a t i o n of c o m m e r c i a l i t y as f a r as 

forming a p a r t i c i p a t i n g a r e a . 

Q. Mr. R e i n h a r d t , l e t me go a l i t t l e b i t 

d i f f e r e n t way, and t h a t i s , l e t ' s take t h i s 

h y p o t h e t i c a l : You're an e x p e r t w i t n e s s , you're a 

land person, you're f a m i l i a r w i t h u n i t 
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o p e r a t i o n s , you're f a m i l i a r w i t h p a r t i c i p a t i n g 

a r e a s and t h a t type of t h i n g . 

L e t ' s j u s t assume t h a t the Tycksen w e l l 

i s a commercial w e l l , i t ' s l o c a t e d w i t h i n the 

u n i t b o u n d a r i e s , but i t ' s never been put i n t o a 

p a r t i c i p a t i n g a r e a . Why not? 

A . I don't know. 

Q. Would i t be r e a s o n a b l e to assume t h a t 

t h a t ' s a r e c o g n i t i o n t h a t the l a n d s upon which 

t h a t w e l l i s l o c a t e d have been withdrawn from 

t h a t u n i t ? 

MR. BRUCE: T h a t ' s a g a i n c a l l i n g f o r a 

l e g a l c o n c l u s i o n , Mr. Examiner. 

CHAIRMAN LEMAY: T h a t ' s s u p p o s i t i o n . I 

won't a l l o w t h a t q u e s t i o n . 

Q. I'm now going to hand you what we w i l l 

i d e n t i f y as Locke E x h i b i t E. L e t me c o n f i r m w i t h 

you, however. T h i s i s the " P l a n of Development 

f o r the C a l e n d a r Year 1955." Do you have t h a t 

i n c l u d e d amongst the e x h i b i t s t h a t have a l r e a d y 

been adm i t t e d ? 

Mr. R e i n h a r d t , have you ever reviewed 

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

A . No . 

Q. R e f e r r i n g to page 2 of t h i s e x h i b i t , 
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does t h a t p r o v i d e us w i t h a resume of a l l of the 

w e l l s t h a t have been d r i l l e d i n the G a l l e g o s 

Canyon U n i t as of the time t h i s was prepared? 

A. W e l l , i t i n d i c a t e s the w e l l s t h a t have 

been d r i l l e d i n G a l l e g o s Canyon U n i t , r e f e r s to 

c u r r e n t s t a t u s . And the t i t l e , i t ' s t i t l e d " Past 

Development H i s t o r y of the P i c t u r e d C l i f f s Zone," 

so I don't know i f i t ' s j u s t s p e c i f i c a l l y a 

P i c t u r e d C l i f f s t e s t or j u s t w e l l s t h a t 

p e n e t r a t e d the P i c t u r e d C l i f f s towards e v a l u a t i n g 

o t h e r f o r m a t i o n s or e x a c t l y what, but a p p a r e n t l y 

they have t e s t e d the P i c t u r e d C l i f f s . 

Q. Are you aware t h a t p r i o r to the date of 

t h i s P l a n and Development f o r the Year 1955, t h a t 

the T y c k s e n w e l l had, i n f a c t , been d r i l l e d to 

the P i c t u r e d C l i f f s f o r m a t i o n and was l o c a t e d 

w i t h i n the G a l l e g o s Canyon U n i t ? 

A. Yes, i t was w i t h i n the u n i t boundary. 

Q. Do you see any r e c i t a t i o n i n here 

p e r t a i n i n g to the Tycksen w e l l i n s o f a r as the 

1955 P l a n and Development i s concerned? 

A. I don't see i t i n c l u d e d i n S t a n o l i n d ' s 

l i s t of w e l I s . 

Q. Do you see any lan d d e s c r i p t i o n here 

t h a t would i n d i c a t e t h a t maybe the Tycksen w e l l 
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might have been c a l l e d a G a l l e g o s Canyon Uni t 

w e l l ? 

A. I don't r e c o g n i z e any o t h e r w e l l s 

h a v i n g been d r i l l e d a t t h a t l o c a t i o n or r e f e r e n c e 

to another w e l l a t t h a t l o c a t i o n . 

Q. Would you p l e a s e r e v i e w the e x h i b i t s 

t h a t have p r e v i o u s l y been admitted i n your d i r e c t 

t e s t i m o n y and a d v i s e us whether the 1961 P l a n of 

Development was p a r t of your e x h i b i t ? 

A. 1961? 

Q. Yes. 

A. I don't seem to have t h a t . 

Q. Your c o u n s e l has i n d i c a t e d t h a t you've 

not i n c l u d e d t h a t i n your e x h i b i t . I ' l l hand you 

L o c k e - T a y l o r E x h i b i t F. Go ahead and r e v i e w t h a t 

b r i e f l y . Have you ever seen t h i s b e f o r e ? 

A. I don't r e c a l l h a v i n g seen i t b e f o r e . 

Q. I f you w i l l look i n about the middle 

p a r t of the f i r s t page, i t s a y s , " H i s t o r y of P a s t 

Development." 

A. Okay. 

Q. Now, i s t h e r e a d i s c u s s i o n t h e r e of the 

w e l l s t h a t have been d r i l l e d i n the G a l l e g o s 

Canyon U n i t a t t h a t p a r t i c u l a r time? 

A. A t o t a l of 86 w e l l s d r i l l e d w i t h i n the 
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u n i t . 

Q. And then does i t d e s c r i b e what w e l l s 

have been completed i n d i f f e r e n t f o r m a t i o n s ? 

A. Yes. 

Q. Does i t have the r e c i t a t i o n t h e r e about 

any type of a F r u i t l a n d or P i c t u r e d C l i f f s w e l l ? 

A. I t s a y s one F r u i t l a n d c o m p l e t i o n . 

Q. Okay. And 11 w e l l s t h a t a r e e i t h e r dry 

h o l e s or abandoned P i c t u r e d C l i f f s w e l l s ? 

A. T h a t ' s what i t s a y s . 

Q. Now, t h e r e ' s another paragraph t h a t 

t a l k s about the G a l l u p p a r t i c i p a t i n g a r e a , and 

then i t comes down and i t s a y s , "A noncommercial 

d e t e r m i n a t i o n a p p l i c a t i o n has a l s o been made f o r 

the F r u i t l a n d f o r m a t i o n i n the G a l l e g o s Canyon 

U n i t No. 177." Do you see t h a t ? 

A. I n the next to the l a s t paragraph? 

Q. Yes. 

A. I t s a y s the G a l l e g o s Canyon U n i t No. 

77 . 

Q. I'm s o r r y . Excuse me. 77. So, as of 

1961, t h e r e had been one F r u i t l a n d c o m p l e t i o n i n 

the G a l l e g o s Canyon U n i t , and t h e r e had been a 

noncommercial d e t e r m i n a t i o n f o r a F r u i t l a n d w e l l 

c a l l e d the G a l l e g o s Canyon No. 77? I s t h a t 
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b a s i c a l l y what t h i s s a y s ? 

A. T h a t ' s what i t i n d i c a t e s . 

Q. Okay. Now, up above where i t s a y s 

" H i s t o r y of P a s t Development," i t s a y s one 

F r u i t l a n d c o m p l e t i o n . Do you have any i d e a what 

w e l l t h a t i s ? 

A . No . 

Q. Would t h a t w e l l have been a commercial 

or a noncommercial w e l l ? 

A. I t doesn't s a y . 

Q. Would you assume i t was a commercial 

w e l l because of the paragraph down below t h a t 

s a y s t h a t t h e r e ' s been a noncommercial 

d e t e r m i n a t i o n f o r one w e l l ? 

MR. BRUCE: I would o b j e c t j u s t because 

the document speaks f o r i t s e l f . 

CHAIRMAN LEMAY: I t h i n k the 

d e t e r m i n a t i o n of commercial v e r s u s noncommercial, 

you're t r y i n g to get the w i t n e s s here to i n d i c a t e 

i f he t h i n k s i t ' s commercial or i f the U.S.G.S. 

t h i n k s i t ' s commercial, or i f S t a n o l i n d t h i n k s 

i t ' s commercial or Pan American? 

MR. TULLY: Excuse me, Mr. Chairman, 

I'm p r o b a b l y am going down a path I d i d n ' t mean 

to go. What I'm b a s i c a l l y g e t t i n g around to w i t h 
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t h i s w i t n e s s i s a c o n f i r m a t i o n t h a t t h e r e was 

never a d e t e r m i n a t i o n made as to whether the 

Tycksen w e l l was commercial or noncommercial by 

the r e g u l a t o r y agency or by the u n i t o p e r a t o r . 

I'm going to l a y the h i s t o r y showing 

t h a t when t h e r e ' s p a s t development and t h a t type 

of t h i n g , t h a t t h e r e ' s a r e c o g n i t i o n t h a t t h e r e 

were o t h e r F r u i t l a n d w e l l s t h a t were d r i l l e d i n 

the G a l l e g o s Canyon U n i t , t h a t those 

d e t e r m i n a t i o n were made, and t h a t those 

d e t e r m i n a t i o n s were made e i t h e r commercial or 

noncommercial and t h a t the Tycksen w e l l was not 

ever determined to be commercial or 

noncommerc i a l . 

MR. BRUCE: Mr. Chairman, the w i t n e s s 

has a l r e a d y t e s t i f i e d he doesn't know. I f Mr. 

T u l l y wants to prove t h a t , why not get someone 

from the BLM or someone who i s knowledgeable on 

the d e t e r m i n a t i o n of whether t h a t d e t e r m i n a t i o n 

was made. 

CHAIRMAN LEMAY: I t h i n k we're g e t t i n g 

p a s t the w i t n e s s ' s e x p e r t i s e . Not, he may have 

t e s t i f i e d — I ' m l o o k i n g through the r e c o r d — b u t i n 

so t e s t i f y i n g he would be q u o t i n g some o t h e r 

s o u r c e and not h i s own e x p e r t i s e i n t h a t a r e a . 
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Q. (BY MR. TULLY) Are you qu o t i n g , i n 

your p r e v i o u s t e s t i m o n y a t the J u l y h e a r i n g , a r e 

you q u o t i n g any r e g u l a t o r y s o u r c e or any u n i t 

o p e r a t o r s o u r c e , t h a t the Tycksen No. 1 w e l l was 

commercial or noncommercial? 

A. No. Hearsay. 

Q. Thank you. L e t ' s jump a couple of 

y e a r s now and go to 1989 and 1990, and c o u l d you 

p l e a s e a d v i s e us whether or not BHP's 1989 P l a n 

of Development, dated August 18, 1989, i s 

i n c l u d e d i n the e x h i b i t s t h a t have p r e v i o u s l y 

been a d m i t t e d under your d i r e c t e x a m i n a t i o n ? 

A. I don't have a copy of i t i n f r o n t of 

me . 

MR. STOVALL: Mr. Bruce, a r e you 

s t a t i n g as c o u n s e l t h a t i t has not been 

subm i t t e d ? 

MR. BRUCE: I t has not been p r e v i o u s l y 

submi 11ed. 

Q. I ' l l hand you Locke E x h i b i t G and ask 

f o r you to r e v i e w t h a t , p l e a s e . Have you ever 

r e v i e w e d t h i s e x h i b i t b e f o r e , Mr. R e i n h a r d t ? 

A. I have rea d through i t . I c a n ' t 

remember e x a c t l y when, but I have rea d through i t 

once . 
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Q. I f y o u ' l l r e f e r to the l a s t page of 

t h i s E x h i b i t G, i t l o o k s l i k e we've got some 

diagrams and some l i n e s and some d i f f e r e n t c o l o r 

type of a r e a s . Do you know what t h a t r e p r e s e n t s ? 

A. The l a s t page i s a p l a t of the u n i t . 

Q. Yes. The l a s t page i s a p l a t , but — 

A. I t looks l i k e a contour map of some 

type . 

Q. Do you happen to know what those 

d i f f e r e n t c o l o r s or l i n e s r e p r e s e n t ? 

A . No . 

Q. You don't? 

MR. BRUCE: I f he's a s k i n g Mr. 

R e i n h a r d t to t e s t i f y as a g e o l o g i s t , I would 

o b j e c t . 

CHAIRMAN LEMAY: T h i s l o o k s l i k e a 

g e o l o g i c a l e x h i b i t , to me. He's a landman, 

C o u n s e l . 

Q. Do you have any knowledge of what t h i s 

p l a t i s a t t e m p t i n g to show? 

A. W e l l , i f i t ' s indeed a t h i c k — w e l l , 

i t ' s a contour map of some fo r m a t i o n , but I don't 

know what f o r m a t i o n . No, I r e a l l y don't know 

what t h e y ' r e t r y i n g to d e p i c t . 

CHAIRMAN LEMAY: On the bottom does i t 
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say, " I s o p a c h , 1 s t Coal Above P i c t u r e d C l i f f s " ? 

I s t h a t what i t s a y s ? I mean, my e y e s i g h t 

i s n ' t - -

A. I s o p a c h , 1 s t C o a l Above — yeah. 

CHAIRMAN LEMAY: I t ' s a poor 

r e p r o d u c t i o n , but t h a t ' s what my eyes seem to say 

i t s a y s . 

A. And as I u n d e r s t a n d i t , an i s o p a c h map 

would i n d i c a t e t h i c k n e s s of a p a r t i c u l a r 

f o r m a t i o n , as I know i t . 

Q. Can you t e l l , from your own i n f o r m a t i o n 

and knowledge or your own e x p e r i e n c e , can you 

t e l l what t h e s e d i f f e r e n t l i n e s r e p r e s e n t i n s o f a r 

as t h i c k n e s s i s concerned? 

MR. BRUCE: I f he wants to b r i n g up a 

g e o l o g i s t , f i n e , Mr. Chairman, b u t — 

CHAIRMAN LEMAY: I t h i n k t h a t i s a 

g e o l o g i c a l q u e s t i o n . T h i s gentleman i s q u a l i f i e d 

as a landman, not a g e o l o g i s t . 

MR. TULLY: Okay. We'll go now to 

Locke E x h i b i t H. 

Q. Are you f a m i l i a r w i t h E x h i b i t H? 

A. Yes. I ' v e r e a d through t h i s once 

b e f o r e . 

Q. P l e a s e i d e n t i f y what t h i s e x h i b i t i s . 
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A. W e l l , i t ' s a 1989 Review of O p e r a t i o n s 

and 1990 P l a n of Development, G a l l e g o s Canyon 

U n i t , f o r P i c t u r e d C l i f f s , F r u i t l a n d and 

Farmington f o r m a t i o n s . 

Q. T h i s was dated when? 

A. I t ' s dated A p r i l 16, 1990. 

Q. How many w e l l s was BHP pro p o s i n g to 

d r i l l i n 1990? 

A. I t s a y s BHP proposes to d r i l l 37 w e l l s . 

Q. Now, were two of t h e s e proposed w e l l s 

the Nos. 390 and 391 w e l l s ? 

A. Yes. 

Q. So, as of a t l e a s t A p r i l 16, 1990, BHP 

planned to d r i l l the No. 390 and 391 w e l l s , i s 

t h a t c o r r e c t ? 

A. Yes, t h a t was t h e i r p l a n . 

Q. And the Nos. 390 and 391 w e l l s a r e 

s p e c i f i c a l l y d e s c r i b e d i n t h i s P l a n of 

Development, i s t h a t c o r r e c t ? 

A. They're i n c l u d e d on T a b l e I I under 

"Proposed D r i l l i n g W e l l s . " 

Q. Now, as a landman, a r e you f a m i l i a r 

w i t h the o p e r a t i n g p r o c e d u r e s and p r a c t i c e s or 

the custom i n the i n d u s t r y , the o i l and gas 

i n d u s t r y , as f a r as s e c u r i n g t i t l e o p i n i o n s f o r 
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d r i l l i n g p u r p o s e s ? 

A. Yes. 

Q. What i s your u n d e r s t a n d i n g as f a r as 

the i n d u s t r y custom f o r s e c u r i n g t i t l e o p i n i o n s 

f o r d r i l l i n g of w e l l s ? 

A. G e n e r a l l y , you l i k e to have the t i t l e 

examined p r i o r to the d r i l l i n g of the w e l l , i f 

t h a t ' s what you're g e t t i n g a t . 

Q. T h a t ' s the i n d u s t r y s t a n d a r d ? 

G e n e r a l l y p r i o r to the d r i l l i n g of the w e l l ? 

A. I t ' s the custom. 

Q. What about BHP? I s i t i t s o p e r a t i n g 

procedure and p r a c t i c e to s e c u r e t i t l e o p i n i o n s 

p r i o r to the d r i l l i n g of w e l l s ? 

A. Yes, we p r e f e r to do i t t h a t way. 

Q. Do you do i t i n most c i r c u m s t a n c e s ? 

A. Yes. 

Q. Did you, i n s o f a r as the 1990 P l a n and 

Development i s concerned, can you t e l l us which 

of t h e s e w e l l s , of t h e s e 37 w e l l s , you order e d 

d r i l l i n g t i t l e o p i n i o n s on b e f o r e they were spud? 

A. I had r e q u e s t e d t i t l e be examined on 

381 , 382 , 383, 384 . 

Q. L e t ' s slow down. 381, 382. 

A . 384 , 385. 
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Q. No 383? 

A. No, 383. 384, 385, 386, 387, 388 389, 

390, 391, and then a l l of the s e r i e s 500 w e l l s . 

Q. Now, when d i d you r e q u e s t t h e s e t i t l e 

o p i n i o n s to be done? 

A. I can r e c a l l p l a c i n g t h a t order 

sometime i n mid-August. 

Q. August o f ? 

A. 1990. 

Q. August of 1990 you orde r e d d r i l l i n g 

t i t l e o p i n i o n s to be p r e p a r e d f o r a l l of t h e s e 

w e l I s ? 

A. Yes. 

Q. Okay. Who d i d you order those t i t l e 

o p i n i o n s from? 

A. Hinkle-Cox. 

Q. The Hinkle-Cox law f i r m ? 

A. Yes. 

Q. Okay. Now, d i d you do t h e s e a l l a t the 

same time or d i d you do them s p o r a d i c a l l y ? 

A. I made one b l a n k e t r e q u e s t and asked 

t h a t they be p r e p a r e d . I p r e t t y much l e f t i t up 

to the a t t o r n e y s to do them i n the order i n which 

they c o u l d be done most q u i c k l y . 

Q. Did you g i v e them a p r i o r i t y l i s t 
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i n s o f a r as when you wanted p a r t i c u l a r w e l l s to be 

d r i l l e d , or was i t j u s t b l a n k ? 

A. When I p l a c e d the o r i g i n a l o r d e r , t h e r e 

was no l i s t of s p e c i f i c p r i o r i t y . 

Q. So the No. 390 and 391 w e l l s , you 

o r d e r e d d r i l l i n g t i t l e o p i n i o n s to be p r e p a r e d i n 

August of 1990, i s t h a t c o r r e c t ? 

A. Yes. 

Q. Did you ever e l e v a t e the p r i o r i t y f o r 

those t i t l e o p i n i o n s w i t h your t i t l e examiner, to 

have them done sooner? 

A. W e l l , as we got on to l a t e November, I 

had a telephone c o n v e r s a t i o n i n d i c a t i n g 

t h a t — a c t u a l l y , i t was a f t e r T h a n k s g i v i n g , 

i n d i c a t i n g t h a t I s t i l l hadn't r e c e i v e d a w r i t t e n 

t i t l e o p i n i o n and I would need to have some s o r t 

of i n d i c a t i o n as to p r e s e n t ownership i n the 

n o r t h h a l f of 23. 

Q. So i n l a t e November, you wanted to know 

the ownership, i s t h a t c o r r e c t , on t h e s e two 

we l i s ? 

A. W e l l , on the l a n d s i n the n o r t h h a l f of 

23 . 

Q. The n o r t h h a l f of 23? 

A. I n p a r t i c u l a r . 
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Q. Now, you r e q u e s t e d t h a t i n l a t e 

November. When d i d you r e c e i v e the t i t l e o p i n i o n 

f o r the n o r t h h a l f of S e c t i o n 23? 

A. A c t u a l l y , the w r i t t e n o p i n i o n , the 

a c t u a l w r i t t e n o p i n i o n was not d e l i v e r e d u n t i l 

a f t e r the f i r s t of the y e a r . 

Q. Do you r e c a l l when? 

A. I don't remember the e x a c t date, but i t 

was — 

Q. Do you remember the month? 

A. I t was d e l a y e d c o n s i d e r a b l y . I t was, 

l i k e , A p r i l or May. 

Q. A p r i l or May? Okay. Now, d i d you 

r e c e i v e any type of an o r a l r e p o r t ? 

A. Yes. 

Q. Okay. When was t h a t ? 

A. That was i n e a r l y December. 

Q . E a r l y December? 

A. Yes. 

Q. You r e c e i v e d an o r a l r e p o r t p e r t a i n i n g 

to the t i t l e p e r t a i n i n g to the n o r t h h a l f of 

S e c t i o n 2 3? 

A. Yes. 

Q. Now, was t h a t l i m i t e d to the F r u i t l a n d 

C o al f o r m a t i o n ? 
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A. I d i d n ' t l i m i t i t to the F r u i t l a n d 

C o a l . I j u s t asked to know the l e a s e h o l d 

ownership i n the n o r t h h a l f of 23, above the base 

of the P i c t u r e d C l i f f s . 

Q. Which would have i n c l u d e d the F r u i t l a n d 

C o a l , i s t h a t c o r r e c t ? 

A . Yes. 

Q. So you got an o r a l r e p o r t r e p o r t i n 

e a r l y December i n s o f a r as who owns the s u r f a c e to 

the base of the P i c t u r e d C l i f f s f o r and the no r t h 

h a l f of S e c t i o n 23? 

A. Yes. 

Q. What was the o p i n i o n ? Who owned t h a t ? 

A. I was t o l d t h a t the northwest q u a r t e r 

was owned by L o u i s e Locke and I was t o l d t h a t the 

n o r t h e a s t q u a r t e r was s t i l l owned b y - - w e l l , i t 

was owned then by Amoco P r o d u c t i o n Company as the 

s u c c e s s o r as to S t a n o l i n d . As i t t u r n s out, of 

c o u r s e , t h a t was i n c o r r e c t . 

Q. When you proposed the d r i l l i n g of the 

390 and 391 w e l l s , were you aware of any other 

working i n t e r e s t owners, b e s i d e s BHP and Amoco, 

i n a l l of S e c t i o n 23? 

A. I was aware t h a t M e r i d i a n O i l 

P r o d u c t i o n , I n c . , had a l e a s e h o l d i n t e r e s t i n 
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some l a n d s i n the south h a l f of S e c t i o n 23. 

Q. How d i d you become aware of t h a t ? 

A. That was c o n t a i n e d i n a l e a s e t a k e o f f 

e x i s t i n g i n the f i l e . I t was dated i n 1985. At 

t h a t time i t was s t i l l c r e d i t e d to a p r i o r owner, 

but we were aware t h a t the p r i o r h o l d e r of the 

i n t e r e s t had s o l d an i n t e r e s t to M e r i d i a n . We 

had t h a t much i n f o r m a t i o n . 

Q. So based upon t h a t i n f o r m a t i o n , d i d you 

c o n t a c t M e r i d i a n to see i f they wanted to j o i n 

you i n the d r i l l i n g of the w e l l ? 

A. Sure. 

Q. What w e l l s d i d you approach M e r i d i a n to 

j o i n i n the d r i l l i n g of the w e l l s ? I'm only 

t a l k i n g about the 390 or 391 w e l l s . 

A. They owned an i n t e r e s t i n numerous 

w e l l s i n the u n i t , but i n S e c t i o n 23 we 

approached them to p a r t i c i p a t e i n the G a l l e g o s 

Canyon U n i t No. 391. 

Q. I would l i k e to hand you E x h i b i t I . 

Are you f a m i l i a r w i t h E x h i b i t I ? 

A. Yes. 

Q. You wrote i t I guess, huh? 

A. Yeah. 

Q. The 391 w e l l i s a w e l l t h a t you 
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i n d i c a t e d M e r i d i a n owns a l e a s e h o l d i n t e r e s t on, 

i s t h a t c o r r e c t ? 

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

Q. The date of t h i s l e t t e r i s i n J u l y of 

1990 . 

A. R i g h t . 

Q. Did you submit AFEs f o r the 391 w e l l to 

M e r i d i a n a t t h i s time? 

A. Yes. 

Q. Now, do you happen to r e c a l l when 

M e r i d i a n responded back to you and agreed to 

e i t h e r j o i n or not j o i n i n the d r i l l i n g of the 

391 w e l l ? 

A. I b e l i e v e i t was i n October, 

mid-October, maybe. 

Q. And d i d they agree to d r i l l or not 

d r i l l ? 

A. They agreed to p a r t i c i p a t e i n the 

d r i l l i n g of the w e l l . 

Q. Mid- to l a t e - O c t o b e r , 1990, i s t h a t 

c o r r e c t ? 

A. Something l i k e t h a t , as b e s t as I 

remember. 

Q. So we're now i n October. You've 

r e c e i v e d back AFEs from M e r i d i a n f o r them to j o i n 
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i n t h e i r p r o p o r t i o n a t e s h a r e of the d r i l l i n g of 

t h e s e w e l l s . You're aware t h a t L o u i s e Locke i s 

the owner of the northwest q u a r t e r , when? 

A. I'm t h i n k i n g l a t e September. 

Q. L a t e September? 

A. L a t e September. That was i n 

c o n j u n c t i o n w i t h the 390 w e l l . 

Q. But not the 391 w e l l ? 

A. The 391 w e l l , a t t h a t time, I s t i l l 

b e l i e v e t h a t Amoco was the h o l d e r of the 

l e a s e h o l d i n t e r e s t i n the northwest q u a r t e r and 

c o n t i n u e d w i t h t h a t b e l i e f u n t i l sometime i n the 

next y e a r . 

Q. Did you have e x h i b i t s , though, to the 

G a l l e g o s Canyon U n i t , t h a t i n d i c a t e d the 

n o r t h e a s t q u a r t e r above the base of the P i c t u r e d 

C l i f f s was owned by L o c k e - T a y l o r D r i l l i n g 

Company? 

A. I had seen t h a t . I d i d n ' t know whether 

I c o u l d r e l y on i t or not, being w i t h the age of 

the document. 

Q. But i n s o f a r as the northwest q u a r t e r , 

d i d t h e s e same e x h i b i t s a l s o i n d i c a t e t h a t 

L o c k e - T a y l o r was 100 from the s u r f a c e to the base 

of the P i c t u r e d C l i f f s ? 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

1 5 

1 6 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

94 

A. Say t h a t a g a i n . 

Q. I n s o f a r as the northwest q u a r t e r i s 

concerned, do t h e s e same e x h i b i t s show t h a t 

L o c k e - T a y l o r owns from s u r f a c e to the base of the 

P i c t u r e d C l i f f s ? 

A. I n the northwest q u a r t e r ? 

Q. I n the northwest q u a r t e r , yeah. 

A. I b e l i e v e t h a t they d i d . 

Q. Okay. But you e l e c t e d to not 

acknowledge the n o r t h e a s t q u a r t e r but e l e c t e d to 

acknowledge the ownership i n the northwest 

q u a r t e r about t h a t time? 

A . T h a t ' s r i g h t . 

Q. And t h a t was based upon? 

A. Oh, p r e l i m i n a r y t i t l e i n f o r m a t i o n t h a t 

came to me. 

Q. From what s o u r c e ? 

A. W e l l , from Hinkle-Cox, the H i n k l e Law 

F i r m . 

Q. And when was t h a t ? 

A. That would have been, as to the 

northwest q u a r t e r , t h a t would have been i n l a t e 

September; L a t e September, e a r l y October. 

Q. And as f a r as the n o r t h e a s t q u a r t e r , i n 

the next y e a r , a p p a r e n t l y , i s t h a t c o r r e c t ? 
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A. W e l l , I was of the b e l i e f t h a t i t was 

owned by Amoco up u n t i l the time we spudded the 

w e l l . I t r e a l l y wasn't u n t i l a f t e r F e b r u a r y t h a t 

we came to the r e a l i z a t i o n t h a t she, indeed, a l s o 

owned the i n t e r e s t i n the n o r t h e a s t q u a r t e r . 

Q . Would you look through your e x h i b i t s , 

and I b e l i e v e t h i s one i s p a r t of your p r e v i o u s 

e x h i b i t s . I t ' s the l e t t e r dated October 31, 1990 

to L o u i s e Locke i n R i f l e , Colorado, E x h i b i t 5. 

A. October? 

Q. 3 1 , 1 b e l i e v e . 

A. I have a copy of i t . 

Q. I s i t p a r t of E x h i b i t 5? 

A. I t ' s j u s t a copy. 

MR. STOVALL: I t ' s marked on t h i s copy 

as E x h i b i t 5. The o f f e r to p u r c h a s e , Mr. T u l l y ? 

MR. TULLY: Yes. 

A. The October 3 1 s t l e t t e r was an o f f e r to 

purc h a s e Mrs. Locke's i n t e r e s t i n the northwest 

q u a r t e r . 

Q. Now, you put t h i s - - a n d t h a t would have 

been committed to which w e l l i n the northwest 

q u a r t e r ? 

A . 390. 

Q. So BHP knew, i n A p r i l of 1990, i t was 
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p l a n n i n g on d r i l l i n g the 390 w e l l . I t s e n t out 

AFEs to o t h e r working i n t e r e s t owners i n J u l y of 

1990, t h a t i s M e r i d i a n , but i t then communicates 

at the end of October to L o u i s e Locke o f f e r i n g to 

purc h a s e her i n t e r e s t , i s t h a t c o r r e c t ? 

A. W e l l , y e s . The l e t t e r was w r i t t e n 

a f t e r a couple of telephone d i s c u s s i o n s w i t h her 

son. I c a l l e d him i n e a r l y October to a d v i s e him 

of the f a c t t h a t we were c o n s i d e r i n g d r i l l i n g a 

w e l l , and to l e t him t r y and open some forum f o r 

communication as to j u s t how he and h i s mother 

would want to go about d e a l i n g w i t h t h e i r 

i n t e r e s t . 

A f t e r a couple of weeks I d i d n ' t get 

any r e s p o n s e , I c a l l e d him a g a i n and he s a i d he 

was s t i l l examining the matter and t r y i n g to 

v e r i f y j u s t what they owned i n the n o r t h h a l f . I 

d i d n ' t hear back from him f o r a couple of weeks, 

so I went ahead and p r e p a r e d an o f f e r l e t t e r i n 

the hopes t h a t i t might spur him along and 

perhaps b r i n g the matter to some c o n c l u s i o n . 

Q. T h i s i s an o f f e r to p u r c h a s e , i s t h a t 

c o r r e c t ? 

A. R i g h t . 

Q. I t ' s not a r e q u e s t f o r j o i n d e r ? 
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A. No, not at t h a t p o i n t . 

Q. I t ' s not a farmout--

A. Not a t t h a t p o i n t . 

Q. - - r e q u e s t ? 

A. Not at t h a t p o i n t . I t was j u s t an 

o f f e r to p u r c h a s e . 

Q. And what was t h a t p u rchase p r i c e per 

a c r e ? 

A. I t came out to, w e l l , something l i k e 

$20,000 f o r 160 n e t , so i t would have been 

something i n e x c e s s of $100. 

Q. $125 per a c r e ? 

A . $125 . 

Q. Any r e s e r v a t i o n s of any o v e r r i d i n g 

r o y a l t y i n t e r e s t or a n y t h i n g l i k e t h a t ? 

A. No. At t h a t p o i n t I b e l i e v e i t was 

j u s t a s t r a i g h t c a s h o f f e r . 

Q. For a l l i n t e r e s t s from the s u r f a c e to 

the base of the P i c t u r e d C l i f f s ? 

A. Yes. 

Q. Did you ever o f f e r up farmout terms and 

p r o v i s i o n s to L o u i s e Locke p e r t a i n i n g to the 390 

or 391 w e l l ? 

A. I don't r e c a l l o f f e r i n g to farmout 

t h e i r i n t e r e s t , and I don't r e c a l l r e c e i v i n g 
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a n y — I j u s t d i d n ' t have any i n d i c a t i o n t h a t t h a t 

was a n y t h i n g something they might want to do. 

Q. When was the f i r s t time you submitted 

an AFE to L o u i s e Locke r e q u e s t i n g her to j o i n i n 

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

A. That was i n c l u d e d i n a l e t t e r i n May 

1991 . 

Q. May 29, 1991, wasn't i t ? 

A. Yes. Up u n t i l then we hadn't r e c e i v e d 

any i n d i c a t i o n t h a t Mrs. Locke wished to j o i n . 

Q. Or not j o i n , e i t h e r ? 

A. Excuse me? 

Q. You d i d n ' t have any i n d i c a t i o n whether 

she wanted to j o i n the w e l l , but you a l s o d i d n ' t 

have any i n d i c a t i o n t h a t she d i d n ' t want to j o i n , 

d i d you? 

A. W e l l , I'm j u s t s a y i n g t h a t we d i d n ' t 

have any i n d i c a t i o n she wanted to j o i n . She had 

made demands f o r other compensation. 

Q. L e t ' s t a l k a l i t t l e b i t now about the 

Amoco farmout. Can you b r i e f l y d e s c r i b e f o r us 

the d r i l l i n g o b l i g a t i o n s of the Amoco farmout? 

A. The agreement p r o v i d e d f o r BHP to d r i l l 

a t o t a l of f i v e w e l l s i n c a l e n d a r y e a r 1989, 

f o l l o w e d b y — a l l of which had to be completed i n 
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the F r u i t l a n d C o a l , f o l l o w e d by the c o n t i n u i n g 

r i g h t to d r i l l and earn on a s c h e d u l e of 15 w e l l s 

i n c a l e n d a r y e a r 1990, 10 w e l l s i n c a l e n d a r year 

1991, and 10 w e l l s per y e a r t h e r e a f t e r , i n order 

to p e r p e t u a t e the agreement. Amoco farmed out 

w i t h no back i n . 

Q. But you had a 1 5 - w e l l d r i l l i n g 

o b l i g a t i o n i n the 1990 c a l e n d a r y e a r ? 

A. 1990, t h a t ' s r i g h t . 

Q. Do you happen to r e c a l l how many w e l l s 

you s t a k e d and p e r m i t t e d under the Amoco farmout 

of 1990? 

A. W e l l , I don't remember the e x a c t 

number. I know we p e r m i t t e d more w e l l s than what 

were r e q u i r e d because we were e n t i t l e d t o - - i n the 

farmout agreement t h e r e was a c a r r y o v e r p r o v i s i o n 

t h a t would a l l o w us to c a r r y o v e r w e l l s d r i l l e d i n 

1990 and c r e d i t those towards the 1991 

o b l i g a t i o n . Consequently, we d r i l l e d i n e x c e s s 

of 15 w e l l s ? 

A. I n 1990? 

Q. No, a c t u a l l y , some of those were 

d r i l l e d i n 1991, but we had t h e i r c o n c u r r e n c e 

t h a t those would be c o n s i d e r e d , t h a t c e r t a i n 

w e l l s would be c o n s i d e r e d 1990 o b l i g a t i o n w e l l s 
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and c e r t a i n w e l l s would be c o n s i d e r e d 1991. 

Q. N o t w i t h s t a n d i n g they were spud i n 1991, 

they would s t i l l count f o r the 1990 o b l i g a t i o n ? 

A. W e l l , they would count f o r the 1990 

o b l i g a t i o n i f t h e r e was some re a s o n f o r d e l a y , 

but i n our ca s e we managed to spud a l l the 

r e q u i s i t e number of w e l l s i n 1990. 

Q. You spud a t l e a s t 15 w e l l s i n 1990? 

A. As I r e c a l l we d i d . 

Q. And d i d you spud any more than 15? 

A. We spud more than 15, but t h e r e were 

c e r t a i n w e l l s i n which Amoco d i d not own an 

i n t e r e s t . 

Q. But i n s o f a r as the Amoco farmout was 

concerned, you d i d spud 15 of the w e l l s ? 

A. We met t h e i r o b l i g a t i o n . 

Q. You a l s o had an agreement w i t h them 

t h a t i n c a s e you d i d n ' t do t h a t , t h e r e c o u l d be a 

c a r r y o v e r to 1991? 

A. W e l l , i f you d r i l l e d i n e x c e s s of 15 

w e l l s , you c o u l d c a r r y o v e r c e r t a i n w e l l s i n t o 

1990. 

Q. Do you r e c a l l i f you had any c a r r y o v e r 

from 1990 to 1991? 

A. I don't remember t h e r e being any 
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c a r r y o v e r . .1 remember t h e r e being c e r t a i n w e l l s 

i n the program were 1991 w e l l s , but I remember 

t h a t we met the d r i l l i n g o b l i g a t i o n f o r 1990. 

Q. I am now going to hand you what we w i l l 

i d e n t i f y as Locke E x h i b i t J . Are you f a m i l i a r 

w i t h t h i s l e t t e r , Mr. R e i n h a r d t ? 

A. Yes. 

Q. What's the date of t h i s l e t t e r ? 

A. August 10, 1990. 

Q. And, b a s i c a l l y , what does t h i s l e t t e r 

d e s c r i b e ? 

A. Under the farmout, we were r e q u i r e d to 

n o t i f y Amoco of w e l l s t h a t we planned to d r i l l 

t h a t would comply w i t h the farmout, and I se n t 

them a l i s t of a l l of the w e l l s t h a t we planned 

to d r i l l t h a t would comply. 

Q. How many w e l l s a r e l i s t e d h e r e , t o t a l 

number ? 

A. 2 1. 

Q. Now, any of t h e s e w e l l s have any 

problems i n g e t t i n g t h e i r a p p l i c a t i o n s f o r permit 

to d r i l l approved i n 1990? 

A. I don ' t r e c a l l . 

Q. So a l l 21 w e l l s here r e c e i v e d approved 

APDs f o r you to go ahead and proceed to d r i l l , i s 
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t h a t c o r r e c t ? 

A. At some p o i n t , yeah, they were 

permi 11ed. 

Q. So any or a l l of t h e s e 21 w e l l s c o u l d 

have been d r i l l e d i n 1990, i s t h a t c o r r e c t ? 

A. We l l , c e r t a i n of the w e l l s had to be 

commenced i n 1990. The w e l l s mentioned under 

" O b j e c t i v e , " those F r u i t l a n d Coal w e l l s had to 

be commenced i n 1990 i n order to comply w i t h the 

farmout. 

Q. Now, i s t h a t pursuant to the farmout 

agreement or an amendment to the farmout 

agreement ? 

A. No, t h a t ' s what I s a i d . I t was i n 

c o n j u n c t i o n w i t h the farmout. 

Q. There was an o b l i g a t i o n to d r i l l so 

many F r u i t l a n d Coal w e l l s and an o b l i g a t i o n to 

d r i l l so many P i c t u r e d C l i f f s w e l l s under the 

farmout ? 

A. There was j u s t an o b l i g a t i o n to d r i l l 

f i v e F r u i t l a n d Coal as w e l l a s . The other 10 

w e l l s c o u l d e i t h e r be F r u i t l a n d c o m p l e t i o n s or 

P i c t u r e d C l i f f s c o m p l e t i o n s . 

Q. Now, the 500 s e r i e s w e l l s , I guess, a r e 

a l l P i c t u r e d C l i f f s w e l l s and the 300 s e r i e s a r e 
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F r u i t l a n d Coal w e l l s ? 

A . That 1 s r i g h t . 

Q. I n any of your 500 s e r i e s w e l l s , d i d 

you change i t from P i c t u r e d C l i f f s to F r u i t l a n d 

C o a l ? 

A. No . 

Q. I n any of your F r u i t l a n d C o a l , d i d you 

change t h a t to P i c t u r e d C l i f f s ? 

A . No . 

Q. T h i s was August 10, 1990, c o r r e c t , when 

you a d v i s e d Amoco of the w e l l s t h a t you planned 

to d r i l l b e f o r e the end of the y e a r ? 

A. R i g h t . 

Q. What a r e the terms and the p r o v i s i o n s 

p e r t a i n i n g to s e c u r i n g t i t l e d a t a from Amoco 

under the farmout agreement? 

A. I don't r e c a l l t h a t p r o v i s i o n . 

Q. You don't r e c a l l any p r o v i s i o n at a l l 

i n the Amoco farmout agreement p e r t a i n i n g to an 

o b l i g a t i o n to check t i t l e and who has t h a t 

o b i i g a t i o n ? 

A. I don't r e c a l l t h a t the p o i n t was 

ad d r e s s e d i n the farmout agreement. I j u s t don't 

remember. 

Q. T h a t ' s a l l r i g h t . Do you happen to 
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r e c a l l i n s o f a r as what type of assignments were 

going to be made to BHP a f t e r the w e l l s were 

d r i l l e d and completed and you had s a t i s f i e d the 

farmout terms and p r o v i s i o n s ? 

A. What type of a s s i g n m e n t s ? 

Q. Yes. Were you going to d r i l l them and 

not get an assignment? 

A. No. BHP was e n t i t l e d to an assignment 

i f they d r i l l e d and completed the w e l l as a 

producer. 

Q. What type of an assignment were you 

going to g e t ? 

A. I t would have been an assignment of a l l 

of Amoco's l e a s e h o l d i n t e r e s t i n the s p a c i n g u n i t 

f o r the p a r t i c u l a r w e l l , from the s u r f a c e down to 

the s t r a t i g r a p h i c e q u i v a l e n t of the t o t a l depth 

d r i l l e d , but i n no event below the base of the of 

the P i c t u r e d C l i f f s . 

Q. Do you know what w a r r a n t y p r o v i s i o n s 

a r e ? 

A. Amoco d i d not warr a n t t i t l e . 

Q. They d i d not warr a n t any t i t l e to you, 

i s t h a t c o r r e c t ? 

A. No, they d i d not warr a n t t i t l e . 

Q. Okay. I am now going to hand you a 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

105 

p l a t t h a t we w i l l i d e n t i f y as E x h i b i t K, and I 

would ask f o r you to i d e n t i f y E x h i b i t K. 

A. E x h i b i t K i s a p l a t of the n o r t h e a s t 

q u a r t e r of the n o r t h e a s t q u a r t e r , along w i t h some 

a d j a c e n t l a n d s . I t i n d i c a t e s d i f f e r e n t p a r t i e s 

owning d i f f e r e n t t r a c t s , owning some type of 

i n t e r e s t i n those t r a c t s , and i n d i c a t e s the 

l o c a t i o n of w e l l s and p i t s and a p i p e l i n e 

r i g h t - o f - w a y , and some r o u t e s . 

Q. Do you know who pr e p a r e d t h i s p l a t ? 

A. I b e l i e v e i t was pre p a r e d by BHP's 

f i e l d s u p e r v i s o r . 

Q. And who i s t h a t ? 

A. H i s name was Chuck W i l l i a m s . 

Q. Chuck W i l l i a m s ? T h e r e ' s a date down 

here a t the bottom, s a y s i t was se n t by BHP 

Petroleum, October 29, 1990, 11:58 a.m. Were you 

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

A. I don't r e c a l l t h a t i t was se n t to my 

a t t e n t i o n , but I e v e n t u a l l y r e c e i v e d a copy of 

i t . 

Q. Do you happen to r e c a l l when you f i r s t 

looked at t h i s p l a t ? 

A. I would say probably e a r l y November. 

Q. Do you happen to know who t h i s p l a t was 
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s e n t to o r i g i n a l l y ? 

A. No, I don't remember. 

Q. On t h i s p l a t , does i t show t h a t t h e r e ' s 

an e x i s t i n g w e l l . c a l l e d the Tycksen No. 1 w e l l 

l o c a t e d immediately a d j a c e n t to the proposed BHP 

Well No. 391? 

A. Yes, i t does. 

Q. So, when you looked at t h i s p l a t , you 

had n o t i c e , d i d n ' t you, t h a t the Tycksen w e l l was 

l o c a t e d v e r y c l o s e by to your 391 w e l l ? 

A. Yes, I was aware t h a t a p p a r e n t l y t h e r e 

was some type of w e l l l o c a t e d nearby, but I 

di d n ' t know what the s t a t u s of t h a t w e l l was, or 

the ownership. 

Q. When d i d you become aware of the 

Tycksen No. 1 w e l l being l o c a t e d h e r e ? 

A. W e l l , a p p a r e n t l y i t was l o c a t e d t h e r e , 

I j u s t d i d n ' t know what the s t a t u s of the w e l l 

was . 

Q. When d i d you get t h a t knowledge t h a t 

you had a w e l l t h e r e ? 

A. I t would probably have been i n e a r l y 

November 1990, sometime a f t e r t h i s was faxed to 

BHP . 

Q. But not b e f o r e you r e c e i v e d t h i s p l a t ? 
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A. I don ' t r e c a l l . 

Q. A l l r i g h t . So w e ' l l go ahead and 

alt h o u g h t h e s e may be d u p l i c a t e s , I am going to 

hand you two more e x h i b i t s . We w i l l c a l l t h e s e 

L - l and L-2. 

Q. I f you would, p l e a s e , r e v i e w t h e s e 

e x h i b i t s . Have you seen t h e s e e x h i b i t s b e f o r e , 

Mr. R e i n h a r d t ? 

A. Yes. 

Q. What a r e t h e s e e x h i b i t s ? 

A. These a r e a u t h o r i t i e s f o r e x p e n d i t u r e 

p r e p a r e d by BHP, s e t t i n g out the e s t i m a t e d c o s t 

of d r i l l i n g to complete the G a l l e g o s Canyon Unit 

No. 390 and No. 391 w e l l s . 

Q. When were t h e s e p r e p a r e d ? 

A. W e l l , t h e y ' r e dated May 14, 1990. 

Q. And they were approved? 

A. June 5 th. 

Q. 1990? 

A . 1990. 

Q. So they were ready to be used i n s o f a r 

as r e q u e s t i n g j o i n d e r of o t h e r working i n t e r e s t 

owners i n t h e s e w e l l s , i s t h a t c o r r e c t , a t t h a t 

t ime? 

A. Yeah, as soon as management was ready 
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to seek working i n t e r e s t owner a p p r o v a l . 

Q. But d i d n ' t t h e s e AFEs go out to 

M e r i d i a n i n J u l y ? 

A. I n J u l y they went out. By then we had 

r e c e i v e d a p p r o v a l to go forward w i t h the program. 

Q. You c o u l d have s u b m i t t e d an AFE to Mrs. 

Locke i n e a r l y September, c o u l d n ' t you, when you 

were aware t h a t she was the owner of the 

northwest q u a r t e r ? 

A. W e l l , i n l a t e September. 

Q. L a t e September. 

A. L a t e September, e a r l y October. 

Q. You c o u l d have submitted an AFE to her 

at t h a t time, c o u l d n ' t you? 

A. I t would have been p o s s i b l e . 

Q. Okay. E x h i b i t L-2 i n d i c a t e s t h a t 

M e r i d i a n s i g n e d o f f on the No. 391 w e l l on 

October 17, 1990. 

Now, at the top of t h e s e AFEs, t h e r e i s 

a p r o v i s i o n t h a t s a y s , " P r o j e c t must be commenced 

by." Now, the 391 w e l l has a date i n s e r t e d t h e r e 

but the 390 w e l l does not have a date on when 

t h i s p r o j e c t must be commenced. 

Would you d e s c r i b e the r e a s o n s t h a t we 

have t h i s d i f f e r e n c e between the AFEs? 
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A. I don't know why Mr. B e r t o g l i o d i d not 

put a date i n t h a t b l a n k. 

Q. But as f a r as the 391 w e l l , i t s a y s 

December 31, 1990? 

A. Yes. 

Q. As f a r as the 390 w e l l , though, t h e r e 

i s no date t h a t the p r o j e c t must be commenced by, 

i s n ' t t h a t c o r r e c t ? 

A. I t ' s blank. 

Q. And t h a t r e c e i v e d management a p p r o v a l , 

d i d n ' t i t ? 

A. Both AFEs r e c e i v e d a p p r o v a l . 

Q. Help me out a l i t t l e b i t . I b e l i e v e 

somewhat s i m i l a r c o p i e s of t h e s e e x h i b i t s were 

g i v e n to you d u r i n g your d i r e c t e x a m i n a t i o n . 

Were you asked a t t h a t time whether or not t h e s e 

c o s t s were r e a s o n a b l e and a l s o whether the a c t u a l 

w e l l c o s t s t h a t a r e p a r t of the other e x h i b i t s 

t h a t you had, d i d you a l s o i n d i c a t e t h a t you 

thought t h a t those were r e a s o n a b l e ? 

A. Yes, I remember being asked whether or 

not the c o s t s were r e a s o n a b l e . The c o s t s a r e i n 

l i n e w i t h o t h e r F r u i t l a n d Coal w e l l s t h a t were 

d r i l l e d i n the a r e a . 

Q. Do you have, i n your e x h i b i t s t h a t have 
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p r e v i o u s l y been ad m i t t e d , a f a c s i m i l e 

t r a n s m i s s i o n dated December 11, 1990, from you to 

myself ? 

A. I have a copy of t h a t . 

Q. I s i t p a r t of the e x h i b i t s , though? 

A. No, i t was i n t h e s e c o p i e s you p r o v i d e d 

Mr. Bruce a couple of weeks ago. 

Q. I ' l l l e a v e two t h i n g s w i t h you so we 

can save some time h e r e . I ' l l hand you what 

w e ' l l mark as E x h i b i t s M-l and M-2. 

Mr. R e i n h a r d t , a r e you f a m i l i a r w i t h 

t h e s e e x h i b i t s ? 

A . Yes. 

Q. You p r e p a r e d them, d i d n ' t you? 

A . Oh, y e s . 

Q. Would you p l e a s e b r i e f l y d e s c r i b e f o r 

us t h e s e two e x h i b i t s ? 

A. A f t e r s e n d i n g Mr. Locke the o f f e r to 

p u r c h a s e , t h a t l e t t e r dated October 31, 1990, i t 

went f o r q u i t e a w h i l e , the whole month of 

November and i n t o December without any response 

from him. 

I c a l l e d him i n e a r l y December and 

asked i f he was any f u r t h e r along i n making or i n 

ha v i n g some i d e a about what he wanted to do w i t h 
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h i s mother's i n t e r e s t , and he a d v i s e d me t h a t he 

d i d n ' t but he a d v i s e d t h a t he was having t i t l e 

examined to h i s mother's i n t e r e s t on h i s own 

a c c o r d . 

We t a l k e d about what s o r t of 

i n s t r u m e n t s were of r e c o r d and so f o r t h , and he 

i n d i c a t e d t h a t he d i d not have c o p i e s of any of 

t h a t , and asked me to send him c o p i e s . And, a t 

the same time, send c o p i e s of c e r t a i n i n s t r u m e n t s 

to h i s a t t o r n e y , which I d i d . 

Q. And, a t any time d u r i n g t h a t 

d i s c u s s i o n , d i d you ever g i v e L o u i s e Locke an 

o p p o r t u n i t y to j o i n i n the d r i l l i n g of the w e l l ? 

A. I t wasn't the purpose of the 

c o n v e r s a t i o n . I was c a l l i n g t o — w e l l , l e t me 

back up. 

I n my f i r s t c o n v e r s a t i o n w i t h Mr. Locke 

i n e a r l y October, I i n d i c a t e d then t h a t 

p a r t i c i p a t i o n was among the a l t e r n a t i v e s 

a v a i l a b l e to him, but he had i n d i c a t e d to me t h a t 

he was r e a l l y u n f a m i l i a r w i t h what i n t e r e s t h i s 

mother owned and r e a l l y wasn't p r e p a r e d to 

comment on i t , so I agreed to g i v e him some time 

to make some d e t e r m i n a t i o n and g i v e some thought 

to how he might want to handle the i n t e r e s t . And 
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I never heard back u n t i l l a t e i n F e b r u a r y . 

But at t h i s p o i n t i n December we were 

s t i l l of the mind s e t to go ahead and t r y and 

p u r c h a s e her i n t e r e s t , and t h e r e r e a l l y wasn't 

any c o n v e r s a t i o n g i v e n to farmout. 

Q. Or to j o i n d e r ? 

A. W e l l , t h e r e wasn't any c o n v e r s a t i o n 

about j o i n d e r , you know, s i n c e my f i r s t c o n t a c t 

was back i n e a r l y October. 

Q. Did you a d v i s e Mr. Locke, i n your 

te l e p h o n e c o n v e r s a t i o n s up to t h i s time, t h a t the 

w e l l s had been p e r m i t t e d and t h a t they were ready 

to be d r i l l e d ? 

A. I t h i n k I d i d . I don't remember. I 

don't remember e x a c t l y s t a t i n g t h a t to him. But 

I i n d i c a t e d t h a t we had, you know, i n the f i r s t 

c o n v e r s a t i o n I had w i t h him, the e a r l i e r 

c o n v e r s a t i o n s , t h a t we had w e l l s t h a t we wanted 

to d r i l l by the end of the y e a r . 

Q. On December 11th, when you p r o v i d e d 

c o p i e s of t i t l e documents and a l s o c o n t a c t e d Mr. 

Don Locke, d i d you t e l l him t h a t you were under a 

d r i l l i n g o b l i g a t i o n t h a t t h e s e two w e l l s had to 

be d r i l l e d by the end of the y e a r ? 

A. I don't r e c a l l a d v i s i n g him of t h a t . 
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Q. Do you happen to r e c a l l s p e c i f i c a l l y 

what i n s t r u m e n t s were a t t a c h e d to the f a c s i m i l e 

t r a n s m i s s i o n dated December 11th? 

A. I be 1ieve--we11, one was a copy of the 

A l l e n l e a s e c o v e r i n g the northwest q u a r t e r of 

S e c t i o n 23, and then t h e r e were some conveyances, 

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

t h a t i n v o l v e d Locke and T a y l o r , and i t seems as 

though t h e r e ' s a q u i t c l a i m deed i n c l u d e d i n that., 

I n t h a t package were Locke q u i t c l a i m s of c e r t a i n 

i n t e r e s t to Mr. T a y l o r . 

Q. R e f e r r i n g to your BHP E x h i b i t No. 2, do 

you have t h a t i n t h a t f r o n t of you? 

A. Yes. I t ' s the Zimmerman l e a s e and 

a s s i g n m e n t s . 

Q. I f you w i l l look a t the back of those 

two packages, t h e y ' r e two q u i t c l a i m deeds, the 

l a s t four pages of t h i s e x h i b i t , y e s , the l a s t 

four pages. 

The top r i g h t - h a n d c o r n e r of one of 

them s a y s 265-86, next page s a y s q u i t c l a i m deed, 

and then the next one s a y s 265-81. Are we 

l o o k i n g a t the same e x h i b i t s , Mr. R e i n h a r d t ? 

A. Yes, t h e y ' r e h e r e . 

Q. Do you r e c a l l whether or not c o p i e s of 
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t h e s e two s p e c i f i c q u i t c l a i m deeds accompanied 

t h i s f a c s i m i l e t r a n s m i s s i o n dated December 11th? 

A. I b e l i e v e they d i d . 

Q. Now, i n t h e s e two q u i t c l a i m deeds, i s 

t h e r e a r e c i t a t i o n i n t h e r e t h a t t h e r e ' s an 

assignment of the Tycksen No. 1 w e l l l o c a t e d i n 

the n o r t h h a l f of S e c t i o n 23, and t h a t i t 

c o n t a i n s 320 a c r e s ? 

A. Yes. 

Q. And t h e s e q u i t c l a i m deeds, the f i r s t 

one i s e n t i t l i n g to L l o y d D. Locke and L o u i s e Y. 

Locke, h i s w i f e , t h a t ' s the one 285-86? 

A. Yes. 

Q. The second q u i t c l a i m deeds, the one 

t h a t s a y s 265-81, was t h e r e a l s o a gas w e l l known 

as the Tycksen No. 1 w e l l l o c a t e d i n the n o r t h 

h a l f of S e c t i o n 23, and t h a t ' s from L l o y d D. 

Locke to L o u i s e Y. Locke? 

A. Yes. 

Q. So a t the time you s e n t t h i s f a c s i m i l e 

t r a n s m i s s i o n , you had i n your p o s s e s s i o n two 

deeds t h a t showed t h a t L o u i s e Locke had a c l a i m 

of some type of t i t l e to the northwest h a l f of 

S e c t i o n 23, d i d n ' t you? 

A. Some type. 
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Q. Now, l e t ' s go to your l e t t e r dated 

December 11. T h a t ' s E x h i b i t M-2. Now, a r e the 

c o p i e s of the i n s t r u m e n t s t h a t were s e n t by 

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

to Mr. Don Locke? 

A. Yes. 

Q. And a r e t h e s e c o p i e s of i n s t r u m e n t s 

a f f e c t i n g Mrs. Locke's working i n t e r e s t i n the 

northw e s t q u a r t e r ? 

A. Yes. 

Q. But the deeds say the n o r t h h a l f , 

though, don't t h e y ? 

A. They d i d . 

Q. I t a l s o s a y s t h a t t h e s e i n s t r u m e n t s 

were c o p i e d f o r your company by i t s New Mexico 

a t t o r n e y f o r m a t e r i a l being examined f o r a t i t l e 

o p i n i o n which i s y e t u n f i n i s h e d ? 

A . Yes. 

Q. Now, your New Mexico a t t o r n e y was the 

H i n k l e Law Firm? 

A. Yes. 

Q. Any p a r t i c u l a r a t t o r n e y i n t h a t law 

f i r m ? 

A. Mr. Bruce. 

Q. Jim Bruce? 
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A. Yeah. 

Q. Now, when was the G a l l e g o s Canyon Uni t 

No. 391 w e l l , l o c a t e d i n the n o r t h e a s t q u a r t e r of 

S e c t i o n 23, spudded? 

A. I b e l i e v e t h a t was spudded on or about 

December 19th. 

Q. When was the G a l l e g o s Canyon U n i t No. 

390 w e l l spud? 

A. I t was on or about December 13th, I 

be 1 i eve. 

Q. Maybe j u s t to r e f r e s h your memory, the 

No. 391 w e l l was spud on December 12th, and the 

No. 390 w e l l was spud on December 19th. 

A . Oh, okay. 

Q. You s e n t t h i s f a c s i m i l e t r a n s m i s s i o n 

out on December 11th, r e l a t i n g to S e c t i o n 23, you 

spud the w e l l the next day, the 391 w e l l i n the 

n o r t h e a s t q u a r t e r , and then one week l a t e r you 

then spud the 390 w e l l i n the southwest q u a r t e r , 

i s t h a t c o r r e c t ? 

A. Yes, t h a t ' s r i g h t . 

Q. And you s t i l l had not g i v e n Mrs. Locke 

the o p p o r t u n i t y to j o i n i n the d r i l l i n g of the 

w e l l , have you, e i t h e r w e l l ? 

A. She always had the o p p o r t u n i t y to j o i n . 
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Q. How d i d she know, though, what the 

s t a t u s was i f you d i d n ' t t e l l h e r ? 

A. I t o l d her son the f i r s t time or two I 

t a l k e d to him, t h a t t h a t was among the 

a l t e r n a t i v e s . 

Q. That was back when? 

A . I n October. 

Q. October. We're now i n December. 

You've got a r i g w a i t i n g to move on the l o c a t i o n , 

and you don't t e l l Don Locke about the s t a t u s of 

the w e l l , t h a t i t ' s going to be d r i l l e d ? 

A. We had an o b l i g a t i o n to d r i l l the w e l l 

b e f o r e the end of the y e a r , and we f e l t t h a t they 

had to go forward. 

Q. I t was your o b l i g a t i o n of the farmout 

t h a t was so important t h a t t h e s e w e l l s were 

d r i l l e d w i t h o u t t i t l e e x a m i n a t i o n , i s t h a t 

c o r r e c t ? 

A. T i t l e e x a m i n a t i o n was underway. 

Q. I t was underway but i t wasn't 

completed, was i t ? 

A. W e l l , i t was underway. 

Q. I t wasn't completed u n t i l t h r e e or four 

months l a t e r , was i t ? 

A. I t wasn't c o m p l e t e l y f i n i s h e d u n t i l 
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a f t e r the f i r s t of the y e a r . 

Q. I t was your company's d e c i s i o n to 

proceed forward and d r i l l those w e l l s , wasn't i t ? 

A. We went forward w i t h the d r i l l i n g of 

those w e l l s . 

Q. You assumed the r i s k of d r i l l i n g those 

w e l l s , then, d i d n ' t you, whatever t h a t r i s k may 

be? 

A. There was a c e r t a i n amount of r i s k 

i n v o l v e d . 

Q. And you d i d t h a t w i t h o u t b e n e f i t of 

t i t l e e x a m i n a t i o n ? 

A. We had p r e l i m i n a r y i n f o r m a t i o n . 

Q. But not f i n a l ? 

A. Not f i n a l , p r e l i m i n a r y . 

Q. But you knew i n your p r e l i m i n a r y 

e x a m i n a t i o n t h a t L o u i s e Locke was at l e a s t the 

owner of the northwest q u a r t e r , though, d i d n ' t 

you? 

A. Yes. 

MR. TULLY: We're to "N" now? 

Q. Mr. R e i n h a r d t , would you look at your 

E x h i b i t 2 and see whether or not you have the May 

29, 1991 l e t t e r as p a r t of E x h i b i t 2? 

Excuse me. That might be p a r t of 
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E x h i b i t 5. Excuse me. Do you have t h a t e x h i b i t , 

BHP E x h i b i t 5 i n f r o n t of you, Mr. R e i n h a r d t ? 

A. No, I don't. I have a copy of a l e t t e r 

but, i t ' s not h e r e . 

Q. Maybe i f I c o u l d show you what i s my 

E x h i b i t 5, you may be a b l e to l o c a t e i t from 

t h e r e . The May 29, 1991 l e t t e r , went out, 

b a s i c a l l y , r e j e c t i n g the s e t t l e m e n t o f f e r t h a t 

had been made by L o u i s e Locke, and you 

r e a f f i r m i n g a p r e v i o u s s e t t l e m e n t o f f e r , i s t h a t 

c o r r e c t ? 

A. W e l l , the l e t t e r was w r i t t e n i n 

r e s p o n s e to a s e t t l e m e n t o f f e r from Mrs. Locke. 

We wrote back to a d v i s e t h a t the terms she was 

p r o p o s i n g were not a c c e p t a b l e . We went on to 

a d v i s e — r e s t a t e our p r e v i o u s o f f e r of $450 a net 

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

r o y a l t y , and i f t h a t was not a c c e p t a b l e , then we 

a d v i s e d a l s o t h a t i t was s t i l l her r i g h t to j o i n 

i n the w e l l , and we i n c l u d e d c o p i e s of the AFE 

and o f f e r e d to e n t e r i n t o a s e p a r a t e o p e r a t i n g 

agreement, i f t h a t was d e s i r a b l e . 

Q. Was t h i s the f i r s t time t h a t you had 

s u b m i t t e d an AFE to L o u i s e Locke and r e q u e s t e d 

her j o i n d e r i n the w e l l ? 
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A. Yes. 

Q. The w e l l was spud i n December? Both 

t h e s e w e l l s were spud i n December? 

A . Yes. 

Q. Almost s i x months p r e v i o u s to t h i s ? 

A. Yes, about f i v e months. 

Q. Now, do you happen to have E x h i b i t No. 

5 handy? I want to go to the l e t t e r j u s t b e f o r e 

t h i s May 29th. 

T h i s i s a l e t t e r from my law f i r m to 

you dated May 14, 1991. 

A. A l l r i g h t . 

Q. I f you would r e f e r to the next to the 

l a s t paragraph on page 2? 

A. Okay. 

Q. What does t h a t s t a t e ? I t s a y s , " I f 

t h i s s e t t l e m e n t a g r e e m e n t " — 

A. - - " i s not completed by June 15, 1991, 

then l e g a l a c t i o n r e q u e s t i n g a j u r y t r i a l w i l l be 

i n i t i a t e d . " 

Q. You responded on May 29, 1991, and 

sub m i t t e d A F E s — 

A . That 1 s r i ght . 

Q. - - f o r the j o i n d e r of those w e l l s ? When 

d i d your company f i l e i t s f o r c e p o o l i n g 
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a p p l i c a t i o n s ? 

A. I was t h i n k i n g on or about June 13th or 

14th. 

Q. One to two days p r i o r to the d e a d l i n e 

imposed f o r i n i t i a t i n g l i t i g a t i o n , i s n ' t t h a t 

c o r r e c t ? 

A. We had a l r e a d y a d v i s e d t h a t the o f f e r 

was u n a c c e p t a b l e and r e s t a t e d our o f f e r , and 

asked to be a d v i s e d w i t h i n 10 days. 

Q. Now, the May 29th l e t t e r went out, 

r e c e i v e d t h e r e a f t e r Memorial Day weekend, t h a t 

type of t h i n g , the f i r s t p a r t of June, 1991. 

The company then f i l e d f o r c e p o o l i n g 

a p p l i c a t i o n s on June 13, l e s s than two weeks, 

almost 10 days a f t e r t h i s went out. Why were you 

so q u i c k to f i l e the f o r c e p o o l i n g a p p l i c a t i o n s ? 

A. J u s t f e l t an urgency to get on w i t h 

r e a c h i n g some c o n c l u s i o n to the matter. I t had 

been an ongoing matter f o r s e v e r a l months and we 

j u s t wished to b r i n g the t h i n g to c o n c l u s i o n and 

get on w i t h c o m p l e t i n g the w e l l s and h o p e f u l l y 

p u t t i n g them on s t r i n g e r . 

Q. L e t ' s r e f e r now to your E x h i b i t s 6 and 

7, and I b e l i e v e i t ' s 6-A and 7-A. 

( D i s c u s s i o n o f f the r e c o r d . ) 
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CHAIRMAN LEMAY: L e t ' s break r i g h t now 

and come back at 1:15 p.m. 

(The noon r e c e s s was taken.) 

CHAIRMAN LEMAY: We s h a l l c o n t i n u e . I 

would l i k e to remind Mr. R e i n h a r d t t h a t he i s 

s t i l l under oath. 

Mr. T u l l y , you may c o n t i n u e w i t h your 

c r o s s - e x a m i n a t i o n . 

MR. TULLY: Thank you, Mr. Chairman. 

T h e r e ' s good news and bad news a f t e r the l u n c h 

hour. The good news i s I ' v e gone through the 

t o p i c s and s u b j e c t s I want to cover w i t h t h i s 

w i t n e s s , and I ' v e got i t narrowed down r e a l 

w e l l . The bad news i s , I ended up p r e p a r i n g a 

couple more e x h i b i t s . 

CHAIRMAN LEMAY: T h a t ' s why I debated 

b r e a k i n g f o r l u n c h . 

EXAMINATION (RESUMED) 

BY MR. TULLY: 

Q. Mr. R e i n h a r d t , I t h i n k j u s t b e f o r e 

l u n c h we were g e t t i n g ready to d i s c u s s BHP's 

E x h i b i t s 6, 6-A, 7 and 7-A, which ar e the AFEs 

f o r the 390, 391 w e l l , and a l s o the a c t u a l w e l l 

c o s t s c h e d u l e s f o r those two w e l l s . Do you have 

those i n f r o n t of you? 
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A. Y e s . 

Q. Now, I b e l i e v e your testimony e a r l i e r 

today was t h a t , i n your o p i n i o n , t h e s e were 

r e a s o n a b l e w e l l c o s t s t h a t were e i t h e r p r o j e c t e d 

or had been i n c u r r e d and expended f o r t h e s e two 

w e l l s , i s t h a t not c o r r e c t ? 

A. To the b e s t of my knowledge they a r e . 

Q. Now, do you happen to know, of your own 

i n f o r m a t i o n and knowledge, whether or not another 

w i t n e s s today w i l l be a b l e to t e s t i f y as to the 

r e a s o n a b l e n a t u r e of t h e s e c h a r g e s , or a r e you 

the person t h a t ' s going to be t e s t i f y i n g to the 

r e a s o n a b l e n e s s of t h e s e c h a r g e s ? 

A. F r a n k l y , I don't know. 

Q. W e l l , l e t ' s go ahead and proceed 

forward, then, s i n c e you've i n d i c a t e d t h a t t h e s e 

a r e r e a s o n a b l e c h a r g e s . I f we c o u l d , l e t ' s go to 

the a c t u a l w e l l c o s t s and, i f you would, take 

both E x h i b i t 6-A and 7-A and put them a l o n g s i d e 

of each other or up on top of each o t h e r , because 

we're going to be l o o k i n g a t s p e c i f i c items and 

comparing them between the two w e l l s . 

Now, a r e you f a m i l i a r w i t h the 

l o c a t i o n s of t h e s e two w e l l s i n and around 

Farmington, New Mexico? 
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A. How do you mean? 

Q. Do you know where t h e y ' r e l o c a t e d ? 

A. I don't know where the 390 I s . 

Q. Do you know where the 391 w e l l I s ? 

A. Roughly. 

Q. Are you f a m i l i a r w i t h the roads and the 

s t r e e t s and the highways t h a t p r o v i d e a c c e s s i n 

to t h e s e l o c a t i o n s ? 

A. I'm f a m i l i a r w i t h the 391, not the 390. 

Q. Why don't you d e s c r i b e f o r us how a 

person c o u l d get to the 391 w e l l . 

A. As I r e c a l l , I drove out to the 

l o c a t i o n of the 391 out of my own c u r i o s i t y , not 

on any type of company b u s i n e s s . I remember 

d r i v i n g out Highway 64, out of Farmington, and 

t u r n i n g onto a paved s t r e e t a d j a c e n t to a gas 

s t a t i o n , and d r i v i n g down t h a t paved s t r e e t and 

o f f to the s i d e to where I thought the w e l l 

s h o u l d be l o c a t e d . I d i d n ' t have a p l a t or 

a n y t h i n g to l o c a t e them, and I d i d n ' t s t a y t h e r e 

v e r y long. 

Q. Would i t be f a i r to say t h a t the w e l l 

s i t e l o c a t i o n f o r the Tycksen w e l l and the 391 

w e l l a r e w i t h i n s e v e r a l hundred y a r d s of Highway 

64? 
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A. I suppose they a r e . 

Q. And, on the 390 w e l l , though, you don't 

know where the l o c a t i o n of i t i s ? 

A. Never been to i t . 

Q. Do you happen to know i f i t ' s on the 

n o r t h s i d e or the south s i d e of the San Juan 

R i v e r ? 

A . I don't know. 

Q. L e t ' s look at E x h i b i t s 6-A and 7-A, 

and, i n p a r t i c u l a r l e t ' s look over on the 

l e f t - h a n d s i d e where i t s a y s "budget," and i t has 

" o r i g i n a l , " and the f i r s t l i n e s a y s d r i l l i n g 

c o n t r a c t , "Footage IDC," and t h a t same l i n e a l s o 

look a t E x h i b i t 7-A. Now, d r i l l i n g c o n t r a c t 

footage IDC f o r the 390 was 14,760 f e e t , and then 

on the 391 w e l l i t ' s $12,150. Now, i t i n d i c a t e s 

here t h a t we're l o o k i n g a t doing the d r i l l i n g of 

t h i s w e l l on a day-work b a s i s i n s t e a d of on a 

footage b a s i s , i s t h a t c o r r e c t ? 

A. T h a t ' s the way i t l o o k s . 

Q. Now, why would you want to d r i l l t h e s e 

two p a r t i c u l a r w e l l s on a day-work b a s i s i n s t e a d 

of on a footage b a s i s ? They're s h a l l o w w e l l s . 

A. I t l o o k s l i k e one was d r i l l e d on a 

footage b a s i s and one wasn't. I r e a l l y don't 
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know why t h e y - -

Q. I f y o u ' l l look over here on the 

r i g h t - h a n d column where i t s a y s a c t u a l v a r i a n c e , 

i t shows t h a t the e x p e n d i t u r e s on one of the 

w e l l s i s on a day-work b a s i s and the o t h e r , i s i t 

on a footage b a s i s ? 

A. One appears to be on a footage and one 

a ppears to b e - - w e l l , one has c o s t s a t t r i b u t a b l e 

to both c a t e g o r i e s and the o t h e r o n l y has c o s t s 

a t t r i b u t a b l e to one. 

Q. Do you happen to know of your own 

i n f o r m a t i o n and knowledge whether or not t h e s e 

w e l l s were d r i l l e d w i t h the same r i g ? 

A . I'm not s u r e . 

Q. You don't know? 

A . I don't know. 

Q. Now, the d r i l l i n g c o s t s f o r one w e l l , 

the 390 w e l l , i s 20,700-and-some d o l l a r s , and on 

the 391 w e l l i t ' s $12,307. Can you e x p l a i n the 

d i f f e r e n c e to us? 

A . No . 

Q. These w e l l s were d r i l l e d w i t h i n one 

week of each o t h e r , i s t h a t c o r r e c t ? 

A. Yes. 

MR. BRUCE: Mr. Chairman, I t h i n k i n 
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p r i o r h e a r i n g s Mr. R e i n h a r d t t e s t i f i e d t h a t t h e s e 

w e l l c o s t s were comparable to ot h e r w e l l c o s t s i n 

the a r e a . He's not an e n g i n e e r and, f r a n k l y , I'm 

ha v i n g t r o u b l e f i g u r i n g out where Mr. T u l l y i s 

going. 

I mean, the c o s t s a r e the c o s t s . 

O b v i o u s l y i f the f o r c e p o o l i n g were gra n t e d , they 

would have the r i g h t to come back i n and 

c h a l l e n g e whether those c o s t s were r e a s o n a b l e . I 

don't t h i n k t h i s h e a r i n g i s the proper p l a c e to 

c h a l l e n g e whether the c o s t s a r e r e a s o n a b l e . 

MR. TULLY: We have a c t u a l w e l l c o s t s 

at t h i s time, and he has made the statement t h a t 

t h e s e c o s t s were r e a s o n a b l e , and I t h i n k we can 

save another h e a r i n g and save more time by j u s t 

going through i t . And I don't have v e r y many of 

t h e s e t h a t I would l i k e to go through t h a t a r e 

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

r e a s o n a b l e or why t h e y ' r e not r e a s o n a b l e . 

Now, i f t h e r e ' s another w i t n e s s here 

t h a t BHP i s p l a n n i n g on p u t t i n g up here t h a t has 

more i n f o r m a t i o n than Mr. R e i n h a r d t , you're 

welcome to put him up t h e r e ; but so f a r a l l I 

know i s Mr. R e i n h a r d t i s the one t h a t can answer 

t h e s e q u e s t i o n s . 
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CHAIRMAN LEMAY: I ' l l a l l o w the 

q u e s t i o n s as long as i t ' s not b e l a b o r e d . I f i t ' s 

too long, I ' l l ask what your p o i n t i s or where 

you're going w i t h i t a l l . 

MR. TULLY: As you know, Mr. Chairman, 

we had asked r e q u e s t e d t h a t t h i s h e a r i n g be 

co n t i n u e d , f o r d i f f e r e n t r e a s o n s , and i t ' s not 

bein g c o n t i n u e d so what we're doing now i s j u s t 

b a s i c a l l y c h a l l e n g i n g the a c t u a l c o s t s and 

whether t h e y ' r e r e a s o n a b l e or not. U l t i m a t e l y , 

down the road, i f you e n t e r an or d e r , then we 

would l i k e to have t h i s as p a r t of the r e c o r d . 

CHAIRMAN LEMAY: Sure, and you would 

have an o p p o r t u n i t y to c h a l l e n g e those c o s t s down 

the road, a l s o . 

MR. TULLY: I f i t ' s okay, I ' l l j u s t 

q u i c k l y go through t h e s e . 

CHAIRMAN LEMAY: Sure. S i n c e t h e y ' r e 

h i s e x h i b i t s , I ' l l a l l o w t h a t . 

Q. (BY MR. TULLY) Now, l e t ' s go i n t o the 

l i n e , "Moving R i g IDC," i t ' s the f o u r t h l i n e 

down. On the No. 390 w e l l , a c t u a l c o s t $2,131. 

The 391 w e l l i s the one you've not been to, and 

fo r your purposes and I t h i n k i t ' s probably a 

matter of r e c o r d i n a l l the e x h i b i t s , t h a t w e l l 
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i s l o c a t e d south of the San Juan R i v e r . 

Now, i f y o u ' l l look a t the Moving R i g 

IDC f o r the 391 w e l l , which i s l o c a t e d a couple 

hundred y a r d s from a paved road, we have 

$13,507. Which i s r e a s o n a b l e ? 

A. Which number? 

Q. Yes. 

A. I don't know what went i n t o the $13,000 

f i g u r e . 

Q. You, of your own i n f o r m a t i o n and 

knowledge, don't know t h a t ? 

A . No . 

Q. Thank you. A l l r i g h t , l e t ' s go on here 

and i n p a r t i c u l a r l e t ' s look at the cement and 

cementing f o r the 391 w e l l . Approximately 10 

l i n e s down t h e r e ' s a f i g u r e t h e r e of $5,819. We 

then, i f we c o n t i n u e on down f u r t h e r , almost to 

the bottom, about s i x l i n e s back up, we have 

another cement and cementing IDC--and t h i s i s 

under the c o m p l e t i o n c a t e g o r y — o f $3,939. 

Now, i f my mathematics i s c o r r e c t on 

t h a t , t h a t ' s about $9,800 or $9,900 f o r 

cementing, and i f we come over here to the 390 

w e l l and look at the same s i t u a t i o n , we then have 

the top f i g u r e $6,258 and when we come down to 
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the bottom f i g u r e we have a z e r o under the 

co m p l e t i o n c a t e g o r y . 

Of your own i n f o r m a t i o n and knowledge, 

do you know why t h e r e ' s a d i f f e r e n c e of almost 

$3,000 between cementing of t h e s e two w e l l s ? 

A . No . 

Q. L e t ' s go to the 390 w e l l , and 

underneath the f i r s t c a t e g o r y i t s a y s , 

" E n g i n e e r i n g and C o n s u l t i n g , IDC, $2,237," and 

then we have "Company Labor, S u p e r v i s i o n , IDC, 

$1,499, C o n t r a c t Labor $2,667," and down here on 

the c o m p l e t i o n we have Company L a b o r / S u p e r v i s i o n 

$881." 

I f we look a t those s i m i l a r c a t e g o r i e s 

on the No. 391 w e l l , we then have $4,170 under 

the f i r s t item as compared to $2,237 on the 390 

w e l l ; we then have, coming down f u r t h e r under 

"Company L a b o r / S u p e r v i s i o n IDC," we have z e r o 

f o r the 391 w e l l , but we have $1,499. I f we look 

underneath t h a t on the 390 w e l l , we have $2,667, 

but we have, under the 391 w e l l , $3,082. 

Now, i f we come a l l the way down here 

to the bottom under c o m p l e t i o n , we have under the 

391 w e l l where i t was Company L a b o r / S u p e r v i s i o n , 

IDC of $881, and t h a t ' s on the 390 w e l l , we now 
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have $3,218 f o r the 391 w e l l and we a l s o have 

C o n t r a c t Labor IDC, under the 391 w e l l , of $486. 

Now, why i s t h i s 391 w e l l so much more 

e x p e n s i v e than the 390 w e l l ? 

A. I don't know. I d i d n ' t compile the 

c o s t s . 

Q. Of your own i n f o r m a t i o n and knowledge, 

you j u s t don't know the answer to t h a t ? 

A. T h a t ' s not a la n d department f u n c t i o n . 

Q. Okay. T h i s may be a land department 

f u n c t i o n . Don't put away those e x h i b i t s y e t . We 

now have d r i l l i n g p e r m i t s , bonds, IDC, under the 

391 w e l l , $8,934, and on the 391 w e l l we have 

$1,710. Do you know the r e a s o n f o r the 

d i f f e r e n c e between the 391 w e l l and the 390 w e l l ? 

A. Bonds and p e r m i t t i n g weren't handled i n 

the l a n d department, e i t h e r . Those a r e handled 

out of the o p e r a t i o n s department. 

Q. So, of your own i n f o r m a t i o n and 

knowledge, you don't know why t h e r e ' s t h a t b i g 

d i f f e r e n c e ? 

A . No . 

Q. L e t ' s go to the next l i n e , " D r i l l i n g , 

T i t l e Opinion, IDC." The 390 w e l l i s $3,170 and 

the d r i l l i n g t i t l e o p i n i o n f o r the 391 w e l l i s 
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$3,267. Did you approve those i n v o i c e s f o r 

payment ? 

A. I probably would have, y e s , I probably 

would have approved t h o s e . 

Q. Now, t h e s e a r e shown as being a c t u a l 

c o s t s t h a t have been expended, and t h e y ' r e on 

both the 390 and 391 w e l l ? 

A. R i g h t . 

Q. Now, what d i d those t i t l e o p i n i o n s 

c o v e r ? Did they cover a l l of S e c t i o n 23 or what, 

e x a c t l y , d i d they c o v e r ? 

A. W e l l , we had orde r e d the t i t l e o p i n i o n s 

on a l l of S e c t i o n 23. 

Q. So you would assume t h a t t h e s e t i t l e 

o p i n i o n s cover a l l of S e c t i o n 23? 

A. Yeah. We would have asked f o r a t i t l e 

o p i n i o n f o r the e n t i r e s e c t i o n . 

Q. Okay. Now, t h e s e t i t l e o p i n i o n s t h a t 

were p r e p a r e d and the c o s t s t h a t have been 

expended, a r e you e x p e c t i n g the other working 

i n t e r e s t owners to pay t h e i r p r o p o r t i o n a t e s h a r e 

of those d r i l l i n g t i t l e o p i n i o n c o s t s ? 

A. W e l l , I would say y e s , u n l e s s they can 

demonstrate t h a t they have some adequate t i t l e of 

t h e i r own. Normally we would charge i t back to 
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the j o i n t account. 

Q. I t ' s charged back to the j o i n t a c c o u n t ? 

A. Yeah. 

Q. So, t h e r e f o r e , t h a t t i t l e o p i n i o n , 

then, i s p a i d by a l l of the working i n t e r e s t 

owners because i t ' s charged back to t h e i r 

account ? 

A . Yes. 

Q. They pay t h e i r p r o p o r t i o n a t e s h a r e ? 

A. Yes. 

Q. Do you happen to know whether t h e s e 

c o s t s f o r t h e s e t i t l e o p i n i o n s , a r e they going to 

be flowed through to Mrs. Locke f o r repayment f o r 

her p r o p o r t i o n a t e s h a r e ? 

A. I would t h i n k so. 

Q. And the same t h i n g w i t h M e r i d i a n , who 

i s a working i n t e r e s t owner w i t h you i n the 391 

w e l l ? 

A. Yes. 

Q. Now, were you i n v o l v e d i n a d i s c o v e r y 

r e q u e s t i n the f e d e r a l l a w s u i t t h a t ' s c a l l e d a 

Request f o r P r o d u c t i o n of Documents? 

A. Y e s . 

Q. Do you know whether or not t h e s e t i t l e 

o p i n i o n s were made a v a i l a b l e and produced, 
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p u r s u a n t t o t h a t Request f o r P r o d u c t i o n , t o Mrs. 

Locke ? 

A. I d o n ' t remember i f t h e y a r e . 

Q. Would t h e r e be any r e a s o n t h a t t h e y 

w o u l d n o t have been p r o d u c e d ? 

A. The o n l y r e a s o n I can t h i n k o f i s i f 

BHP had i n v o k e d some c l a i m o f — I c a n ' t t h i n k o f 

t h e t e r m - - t h e r e ' s a l e g a l t e r m f o r i t . I'm 

d r a w i n g a b l a n k now. U n l e s s BHP t h o u g h t i t was 

s o m e t h i n g t h a t t h e y c o u l d n ' t r e l e a s e t h a t was 

p r o p r i e t a r y o r c o n f i d e n t i a l . I d o n ' t know. 

Q. I f a l l o f t h e w o r k i n g i n t e r e s t owners 

a r e g o i n g t o be p a y i n g a p r o p o r t i o n a t e s h a r e o f 

i t , t h e n how can BHP a s s e r t some t y p e o f a 

pr i v i l e g e ? 

A. I d o n ' t know t h a t t h e y d i d o r d i d n ' t . 

I d o n ' t know. 

Q. A l l r i g h t . But i n s o f a r as y o u ' r e 

c o n c e r n e d , t h e r e w o u l d be no o b j e c t i o n t o 

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

t h e w o r k i n g i n t e r e s t owners? 

A. W e l l , w h a t ' s — 

MR. BRUCE: I w o u l d o b j e c t i n s o f a r as 

he's b e i n g asked t o g i v e an o p i n i o n on b e h a l f o f 

BHP, and I d o n ' t t h i n k Mr. R e i n h a r d t has t h e 
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a u t h o r i t y to do so. 

CHAIRMAN LEMAY: He can e x p r e s s t h a t 

o p i n i o n , i f he wants, but he doesn't have t h a t 

author i t y . 

A. We l l , I'm no longer on the p a y r o l l . 

I'm no longer a company employee, so I t h i n k 

t h a t ' s b e s t l e f t to those who a r e s t i l l employed 

by BHP. 

CHAIRMAN LEMAY: You're not w i t h BHP 

anymore ? 

THE WITNESS: No. My job was 

e l i m i n a t e d a month ago. 

CHAIRMAN LEMAY: S o r r y to hear t h a t . 

THE WITNESS: So I t h i n k someone e l s e 

from BHP might be b e t t e r a b l e to answer t h a t . 

CHAIRMAN LEMAY: T h a t ' s u n d e r s t a n d a b l e . 

Q. (BY MR. TULLY) Okay. Thank you. I 

t h i n k t h a t ' s a l l I am going to be going through 

on t h e s e p a r t i c u l a r e x h i b i t s . 

Okay. L e t me c l a r i f y one a r e a r e a l 

q u i c k l y . I am going to hand you what w e ' l l c a l l 

Locke E x h i b i t N. While I'm p a s s i n g t h i s out, i f 

you would q u i c k l y r e v i e w E x h i b i t N. 

MR. TULLY: By the way, t h i s i s a new 

e x h i b i t t h a t has not been exchanged between 
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c o u n s e l p r e v i o u s l y , u n t i l j u s t a few m i n u t e s 

ago . 

Q. Mr. R e i n h a r d t , have you e v e r r e v i e w e d 

t h i s e x h i b i t ? 

A. Yes. 

Q. And what i s t h i s e x h i b i t ? 

A. T h i s i s BHP's Farmout C o n t r a c t w i t h 

Amoco, c o v e r i n g i t s i n t e r e s t i n t h e — 

Q. What i s t h e d a t e on i t ? 

A. T h i s i s t h e 2 0 t h o f O c t o b e r , 1989. 

Q. Now, Mr. R e i n h a r d t , so we d o n ' t spend 

l o t o f t i m e on t h i s , I'm t r y i n g t o c l a r i f y some 

of y o u r e a r l i e r t e s t i m o n y , i f you w o u l d r e f e r t 

page 5, p a r a g r a p h 7 c a l l e d " T i t l e s " ? 

CHAIRMAN LEMAY: I s i t s a f e t o say, 

C o u n s e l , t h a t t h i s o n l y has c e r t a i n pages o f t h 

c o n t r a c t i n i t ? 

MR. TULLY: Yes. T h i s i s s e l e c t page 

of t h e c o n t r a c t . 

CHAIRMAN LEMAY: S e l e c t pages? Okay. 

Q. Now, Mr. R e i n h a r d t , have you r e v i e w e d 

p a r a g r a p h 7, " T i t l e s " ? 

A. Yes. 

Q. P r e v i o u s l y you c o u l d n o t r e c a l l a b o u t 

t h e o b l i g a t i o n o f BHP i n s o f a r as d e t e r m i n i n g 
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t i t l e to the l a n d s t h a t were committed or farmed 

out by Amoco. Now t h a t you've had an o p p o r t u n i t y 

to r e v i e w paragraph 7, c o u l d you p l e a s e a d v i s e us 

what o b l i g a t i o n t h e r e was on Amoco to c l e a r t i t l e 

or to p r o v i d e t i t l e and a l s o what o b l i g a t i o n 

t h e r e was on BHP to s e c u r e t i t l e ? 

A. W e l l , the r e s p o n s i b i l i t y f o r s e c u r i n g 

t i t l e i s o b v i o u s l y on the farmee. 

Q. And who i s the farmee? 

A. I n t h i s c a s e i t was BHP's 

r e s p o n s i b i l i t y to c l e a r t i t l e . Amoco d i d n ' t 

w a r r a n t t i t l e . They o f f e r e d to p r o v i d e c e r t a i n 

i n f o r m a t i o n , but i t was u l t i m a t e l y BHP's 

r e s p o n s i b i l i t y to c l e a r t i t l e . T h e r e ' s no 

d i s p u t e about t h a t . 

Q. Now a l s o , i f you would, j u s t look to 

the assignment which i s a t t a c h e d as E x h i b i t B to 

the Farmout C o n t r a c t , and i n p a r t i c u l a r t h e r e , i f 

you would look at page 4 of E x h i b i t B, paragraph 

8 . 

MR. TULLY: And a g a i n , t h e r e a r e only 

s e l e c t p o r t i o n s of E x h i b i t B t h a t a r e a t t a c h e d to 

t h i s e x h i b i t . 

A . Paragraph 8. 

Q. Paragraph 8, what does t h a t s t a t e ? 
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A. I t s t a t e s t h a t the assignment i s made 

wit h o u t w a r r a n t y of any k i n d , e x p r e s s e d or 

i m p l i e d . 

Q. Without w a r r a n t y ? 

A. I t h i n k I t e s t i f i e d e a r l i e r to t h a t . 

Q. So the farmoutee, or BHP i n t h i s 

s i t u a t i o n , was r e c e i v i n g whatever t i t l e Amoco 

had, i f any? 

A. T h a t ' s t r u e . 

Q. Are you an aware whether BHP has ever 

sent any m a t e r i a l to L o u i s e Locke, as a working 

i n t e r e s t owner i n the G a l l e g o s Canyon U n i t ? 

A. Any m a t e r i a l ? 

Q. Anything h a v i n g to do w i t h u n i t 

o p e r a t i o n s , o t h e r than, s p e c i f i c a l l y , t h e s e two 

w e l l s ? 

A. W e l l , i n the four y e a r s t h a t I ' v e 

worked on the u n i t , I c a n ' t r e c a l l ever having 

m a i l e d a n y t h i n g to h e r . 

Q. Do you r e c a l l whether or not 

L o c k e - T a y l o r D r i l l i n g Company, or L o u i s e Locke, 

were ever l i s t e d , as a working i n t e r e s t owner i n 

the G a l l e g o s Canyon U n i t , f o r those l a n d s and 

l e a s e s i n which BHP was s u b - o p e r a t o r ? 

A. Oh, I t h i n k i f you go back i n t o some 
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o l d e r E x h i b i t B's t o t h e U n i t Agreement, I t h i n k 

y o u ' l l f i n d L o c k e - T a y l o r ' s name l i s t e d . 

Q. But i n s o f a r as BHP r e c o g n i z e s them as a 

w o r k i n g i n t e r e s t owner 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 P i c t u r e d C l i f f s , a r e you aware o f any 

t i m e ? 

A. W e l l , BHP o r BHP's p r e d e c e s s o r s o n l y 

p u r c h a s e d i n t e r e s t w i t h i n t h e P i c t u r e d C l i f f s 

p a r t i c i p a t i n g a r e a , and L o c k e - T a y l o r n e v e r owned 

any i n t e r e s t i n t h e P i c t u r e d C l i f f s p a r t i c i p a t i n g 

a r e a . 

Q. D i d t h e y e v e r own any i n t e r e s t i n t h e 

F r u i t l a n d p a r t i c i p a t i n g a r e a ? 

A . No . 

Q. BHP i s t h e s u b - o p e r a t o r 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 P i c t u r e d C l i f f s , i s i t 

n o t ? 

A. Yes. 

Q. I s n ' t i t BHP's c l a i m t h a t t h e n o r t h 

h a l f o f S e c t i o n 23 i s l o c a t e d w i t h i n t h e u n i t 

b o u n d a r i e s o f t h e G a l l e g o s Canyon U n i t ? 

A. I t i s w i t h i n t h e u n i t b o u n d a r i e s . 

Q. Now, o f y o u r own i n f o r m a t i o n and 

k n o w l e d g e , why d i d BHP have s t a n d - u p p r o r a t i o n 

u n i t s ? T hat i s , e a s t - h a l f and w e s t - h a l f f o r t h e 
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390 w e l l and 391 w e l l , i n s t e a d of n o r t h - h a l f , 

south-ha1f ? 

A. I t was j u s t a matter o f - - i t was j u s t a 

p a t t e r n t h a t had been adopted f o r the a r e a . 

Q. I t was j u s t a p a t t e r n ? 

A. I t was j u s t a p a t t e r n . A l l of the 

s p a c i n g u n i t s around S e c t i o n 23 were done on 

stand-up 3 2 0s. 

Q. They were done on stand-up i n s o f a r as 

who was concerned? What o p e r a t o r ? 

A. The s p a c i n g order l e a v e s o r i e n t a t i o n up 

to the o p e r a t o r . 

Q. Can the o p e r a t o r change t h a t 

o r i e n t a t i o n i f i t so d e s i r e s ? 

A. I don't have any e x p e r i e n c e i n t h a t . I 

r e a l l y don't know. 

Q. W e l l , l e t ' s look now here i n December 

of 1990, okay? December 12th the 391 w e l l was 

spud, December 19th the 390 w e l l was spud. The 

390 w e l l was l o c a t e d i n the southwest q u a r t e r ; 

t h e r e ' s a d e d i c a t i o n of the west h a l f t h e r e . BHP 

knew t h a t L o u i s e Locke owned the northwest 

q u a r t e r because you were n e g o t i a t i n g a t t h a t 

t ime . 

Why d i d not BHP change the p r o r a t i o n 
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u n i t to the south h a l f f o r the 390 w e l l and not 

have to worry them about the t i t l e problem i n the 

northwest q u a r t e r t h a t i t was aware o f ? 

A. I t h i n k the primary r e a s o n was t h a t the 

w e l l s were r e q u i r e d to be d r i l l e d and i n a 

farmout and t h e r e wasn't time to go back and 

r e - o r i e n t those and r e - p e r m i t them, p a r t i c u l a r l y 

i n the c a s e of the 390, s i n c e i t was on f e d e r a l 

l a n d s and the p e r m i t t i n g p r o c e s s would have to be 

s t a r t e d over, which would have put BHP way behind 

i n d r i l l i n g a w e l l and not been i n compliance 

w i t h the farmout. 

Q. But l e t ' s go back now to our AFEs f o r 

t h e s e w e l l s . We have, t h e s e a r e L - l and L-2. We 

have, up a t the top on t h e s e A F E s - - a r e you 

l o o k i n g a t t h e s e w i t h me? 

A. I know what you're t a l k i n g about. 

Q. Okay. On the 391 w e l l , we say " P r o j e c t 

must be commenced by December 31, 1990." We look 

at the No. 390 w e l l and i t s a y s , "The p r o j e c t 

must be commenced by," and i t ' s s p e c i f i c a l l y l e f t 

b1ank. 

A. Okay. 

Q. Okay. So, a g a i n my q u e s t i o n i s , t h e r e 

d i d n ' t seem to be any, at the time of the AFE and 
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a l s o a t the time of knowing t h e r e were t i t l e 

problems i n the northwest q u a r t e r , any o b l i g a t i o n 

as f a r as the AFE was concerned, to j u s t not 

change the p r o r a t i o n u n i t or not d r i l l the w e l l s ? 

A. I t was common knowledge around the 

company t h a t those w e l l s had to be spudded by the 

end of the y e a r , and t h a t December 3 1 s t date was 

j u s t omitted from t h a t AFE. I t was common 

knowledge. 

Q. So your company f e l t the d r i l l i n g 

o b l i g a t i o n was more important than t i t l e 

problems, and proceeded to d r i l l the w e l l s , i s 

t h a t c o r r e c t ? 

A. I don't know t h a t i t was more 

imp o r t a n t . I t was c e r t a i n l y a c o n s i d e r a t i o n . 

Q. W e l l , what would the other 

c o n s i d e r a t i o n s be? 

A. Complying w i t h the farmout. 

Q. T h a t ' s the o b l i g a t i o n to d r i l l , but 

what e l s e ? 

A. W e l l , t h e r e ' s , they had a r i g 

c o n t r a c t e d . That would come i n t o p l a y . They 

wouldn't want to get to a p o i n t of ha v i n g to 

r e l e a s e the r i g and not know when they would get 

i t back. I t co u l d be any number of t h i n g s . 
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Q. Are you aware t h a t t h i s p a r t i c u l a r r i g 

t h a t was used on b o t h o f t h e s e w e l l s was t a k e n 

o u t o f moth b a l l s and used s p e c i f i c a l l y f o r t h e 

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

A . No . 

Q. Now I'm now g o i n g t o hand you what 

we're g o i n g t o i d e n t i f y as E x h i b i t 0. 

W h i l e I'm d o i n g t h a t , d i d n ' t we have a 

d i s c u s s i o n a l i t t l e e a r l i e r t o d a y a b o u t you had 

21 w e l l s on t h a t l i s t t h a t you had p r o v i d e d t o 

Amoco as t h e w e l l s t o be d r i l l e d i n 1990? 

A. Yes. 

Q. D i d n ' t you have an o b l i g a t i o n t o d r i l l 

15 o f them? 

A. The f a r m o u t agreement r e q u i r e d t h a t 15 

w e l l s be d r i l l e d i n c a l e n d a r y e a r 1990. 

Q. You had s i x e x t r a w e l l s you c o u l d have 

d r i l l e d , d i d n ' t you? 

A. They w e r e n ' t p r o j e c t e d as F r u i t l a n d 

Coal c o m p l e t i o n s . 

Q. D i d n ' t you a l s o t e s t i f y e a r l i e r t o d a y 

t h a t you had an agreement w i t h Amoco t h a t you 

c o u l d go ahead and c a r r y some w e l l s o v e r i f you 

needed t o ? 

A. W e l l , t h e f i v e F r u i t l a n d Coal 
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c o m p l e t i o n s had to be made i n 1990, or those 

w e l l s had to be commenced i n 1990 i f they were 

p r o j e c t e d as F r u i t l a n d Coal c o m p l e t i o n s . A l o t 

of those p r o j e c t e d P i c t u r e d C l i f f s w e l l s had no 

p o t e n t i a l f o r F r u i t l a n d C o a l . 

Q. I f you d r i l l e d 12 P i c t u r e d C l i f f s w e l l s 

and t h r e e F r u i t l a n d w e l l s , which r e p r e s e n t s l i n e 

15, would you a n t i c i p a t e t h a t Amoco would have 

any o b j e c t i o n s to r e a r r a n g i n g the d r i l l i n g the 

program t h a t way? 

MR. BRUCE: I o b j e c t . He's a s k i n g f o r 

Amoco's o p i n i o n . 

CHAIRMAN LEMAY: Yes. I don't t h i n k 

t h a t ' s germane. 

Q. L e t ' s look to E x h i b i t 0. Have you ever 

s i g n i n g E x h i b i t 0 b e f o r e , Mr. R e i n h a r d t ? 

A. Yes. Y e s t e r d a y . 

Q. Y e s t e r d a y was the f i r s t time? You had 

never seen t h i s i n the f i l e s of BHP b e f o r e ? 

A. I hadn't p a i d any a t t e n t i o n to i t , i f 

i t was t h e r e . I t may v e r y w e l l have b e e n — i t was 

i n the f i l e s , but I never p a i d much a t t e n t i o n to 

t h e s e . 

Q. But i t was i n the f i l e ? 

A. P r o b ably. 
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Q. You're aware t h a t i t was i n the f i l e ? 

A. Yes. 

Q. L e t ' s go over here to the l a s t page. 

T h e r e ' s a column t h e r e t h a t s a y s "Note." Under 

t h i s "note," does t h i s i n d i c a t e t h a t t h e r e has 

been n o t i c e s i n c e at l e a s t August 22nd of 1983 

t h a t a few t r a c t s l o c a t e d w i t h i n the G a l l e g o s 

Canyon U n i t have never been committed to the 

G a l l e g o s Canyon U n i t ? 

A. W e l l , i t speaks f o r i t s e l f . 

Q. Does i t a l s o i n d i c a t e t h a t an e x t e n s i v e 

land r e v i e w was made i n 1980 p e r t a i n i n g to open 

a c r e a g e , r e v i e w of l e a s e s , and t h a t type of 

t h i n g ? 

A. T h a t ' s what i t i n d i c a t e s . 

Q. I s t h e r e a n y t h i n g i n t h i s b r i e f to 

i n d i c a t e t h a t t h e r e had been any supplemental 

e x t e n s i v e land r e v i e w s i n c e 1980? 

A. I don't see i t . 

Q. I am now going to hand you what w e ' l l 

i d e n t i f y as E x h i b i t P. Mr. R e i n h a r d t , have you 

ever r e v i e w e d E x h i b i t P b e f o r e ? 

A. Yes, I ' v e seen a copy of t h i s . 

Q. Would you p l e s a e i d e n t i f y what E x h i b i t 

P i s ? 
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A. I t i s a l e t t e r dated J u l y 12, 1991, 

from the Bureau of Land Management, a d d r e s s e d to 

y o u r s e l f . A p p a r e n t l y i t i s being w r i t t e n i n 

r e p l y to a l e t t e r you s e n t BLM dated June 20, 

1991, a s k i n g t h a t an order to c e a s e a l l 

o p e r a t i o n s on Well Nos. 390 and 391 be i s s u e d . 

And i t goes on to say t h a t t h e y ' r e not a b l e to 

comply w i t h your r e q u e s t f o r the s t a t e d r e a s o n s 

t h e r e i n . 

Q. Doesn't i t s p e c i f i c a l l y s t a t e i n t h i s 

l e t t e r t h a t t h e s e p a t e n t e d l a n d s a r e not 

committed to the G a l l e g o s Canyon U n i t , r e f e r r i n g 

to the n o r t h h a l f of S e c t i o n 23? 

A. T h a t ' s what i t s a y s . 

Q. I f you would r e f e r now to E x h i b i t 4-A 

of BHP. Now, Mr. R e i n h a r d t , t h i s i s a l e t t e r 

a d d r e s s e d to you from the same BLM o f f i c e , dated 

F e b r u a r y 12, 1992. Could you p l e a s e a d v i s e us of 

the c i r c u m s t a n c e s s u r r o u n d i n g the i s s u a n c e of 

t h i s l e t t e r ? 

A. L e t me f i n d the l e t t e r . T h i s F e b r u a r y 

12th l e t t e r was w r i t t e n to BHP pursuant to a 

telep h o n e i n q u i r y t h a t BHP made of the BLM, 

q u e s t i o n i n g whether or not t h i s statement here, 

whether or not a statement i n t h i s J u l y 12th 
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l e t t e r , t h a t statement being the one r e a d i n g , 

"These p a t e n t e d l a n d s -are not committed to the 

G a l l e g o s Canyon U n i t , " was c o r r e c t . 

BHP had r e a s o n to b e l i e v e t h a t T r a c t 

102 was, i n f a c t , committed to the u n i t , at l e a s t 

p a r t i a l l y committed to the u n i t , and asked t h a t 

BLM r e v i e w i t s r e c o r d s and a d v i s e whether or not 

t h a t was c o r r e c t . 

They i s s u e d t h i s F e b r u a r y 12th l e t t e r 

to BHP and s a i d , "You," BHP, "asked us to 

determine i f T r a c t 102 i s committed to GCU. We 

have determined t h a t the T r a c t 102 i s committed 

to the u n i t ; however, our r e c o r d s a r e not c l e a r 

i f the r o y a l t y owner committed to the u n i t . " 

Q. Now, have you ever been i n the r e c o r d s 

of the Bureau of Land Management i n Farmington, 

New Mexico? 

A. No, I haven 1 t . 

Q. Have you ever been i n the r e c o r d s of 

the BLM i n Albuquerque, New Mexico? 

A . No . 

Q. Are you aware t h a t t h e r e ' s d i f f e r e n t 

m a t e r i a l s and i n s t r u m e n t s f i l e d i n one o f f i c e but 

not f i l e d i n the o t h e r o f f i c e ? 

A . No . 
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Q. Why d i d n ' t you d i r e c t y o u r i n q u i r y t o 

t h e A l b u q u e r q u e o f f i c e i n s t e a d o f t h e F a r m i n g t o n 

o f f i c e ? 

A. I was most f a m i l i a r w i t h t h o s e 

p e r s o n n e l a t F a r m i n g t o n . I had d e a l t w i t h them 

i n t h e p a s t on o t h e r m a t t e r s r e l a t i n g t o G a l l e g o s 

Canyon U n i t , and I was o f t h e o p i n i o n t h a t t h a t 

was t h e c o r r e c t o f f i c e t o w h i c h t h i s t y p e o f 

i n q u i r y s h o u l d be made. 

Q. Now, I am g o i n g t o hand you what we 

w i l l i d e n t i f y as E x h i b i t Q. Would you p l e a s e 

i d e n t i f y E x h i b i t Q? 

A. T h i s i s a l e t t e r d a t e d March 10, 1992, 

f r o m t h e Bureau o f Land Management, a d d r e s s e d t o 

y o u r s e l f . And t h e l e t t e r speaks t o 

c o n t r a d i c t i o n s s e t o u t i n t h e two p r e v i o u s 

l e t t e r s we j u s t d i s c u s s e d , and i t goes on t o 

a d v i s e t h a t BLM has s u b s e q u e n t l y d e t e r m i n e d t h a t 

t h e t r a c t was p a r t i a l l y c o m m i t t e d t o t h e u n i t and 

has n o t i f i e d BHP o f t h i s f i n d i n g i n t h e F e b r u a r y 

1 2 t h l e t t e r . 

Q. But i s n ' t t h a t a m i s s t a t e m e n t ? Doesn't 

t h e l e t t e r d a t e d F e b r u a r y 1 2 t h say, "We have 

d e t e r m i n e d t h a t T r a c t 102 i s c o m m i t t e d t o t h e 

u n i t , " and d o e s n ' t say f u l l y o r p a r t i a l l y , does 
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i t ? 

A. No, i t d o e s n ' t s t a t e " f u l l y " o r 

" p a r t i a l l y , " b u t I d o n ' t see t h a t t h a t ' s e i t h e r 

h e r e n o r t h e r e . 

Q. Don't we have now t h r e e i n q u i r i e s t o 

t h e BLM o f f i c e ? One o f them, t h e f i r s t one says 

t h e p a t e n t e d l a n d s a r e n o t c o m m i t t e d t o t h e 

G a l l e g o s Canyon U n i t , and t h e second one, w h i c h 

was by y o u , says t h a t t h e l a n d s a r e c o m m i t t e d t o 

t h e u n i t , and now we have a t h i r d one s a y i n g 

t h e y ' r e p a r t i a l l y c o m m i t t e d t o t h e u n i t . 

I wonder how many o t h e r r e s p o n s e s w e ' l l 

g e t i f we keep w r i t i n g l e t t e r s ? I'm s o r r y , t h a t 

was n o t a q u e s t i o n b u t a r h e t o r i c a l comment. 

So, w o u l d i t appear t o you t h a t based 

upon t h e s e l e t t e r s f r o m t h e BLM, t h a t t h e r e may 

even be some c o n f u s i o n i n t h e i r r e c o r d s i n t h e 

F a r m i n g t o n o f f i c e w h e t h e r o r n o t T r a c t 102 was 

c o m m i t t e d ? 

A. I d o n ' t have any r e a s o n s t o b e l i e v e 

t h a t . 

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

t h a t , w i t h t h r e e d i f f e r e n t answers t o t h r e e 

d i f f e r e n t l e t t e r s ? 

A. I t s t a y s i n h e r e , i n r e s p o n d i n g t o y o u r 
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i n i t i a l r e q u e s t , i t says h e r e t h a t t h e y 

r e g r e t f u l l y d i d n o t do any r e s e a r c h on t h e 

i s s u e . I t goes on t o say, "BHP s u b s e q u e n t l y 

r e q u e s t e d o ur d e t e r m i n a t i o n o f t h e commitment 

s t a t u s , " and t h e n t h e y s p e l l o u t t h e r e j u s t what 

t h a t commitment s t a t u s i s , t h a t commitment s t a t u s 

b e i n g p a r t i a l l y c o m m i t t e d . I t speaks f o r i t s e l f . 

Q. T h i s goes back t o t h e o r i g i n a l q u e s t i o n 

we had e a r l i e r , and t h a t ' s t h e g u i d e l i n e s on t h e 

BLM on t h e same t h i n g s , f u l l y c o m m i t t e d , 

p a r t i a l l y c o m m i t t e d o r n o t c o m m i t t e d a t a l l . We 

d o n ' t know when t h o s e were a d o p t e d , do we? 

A. I d o n ' t know t h a t t h a t ' s p a r t i c u l a r l y 

i m p o r t a n t . I t h i n k i t ' s my u n d e r s t a n d i n g t h a t 

once t h e y ' r e a d o p t e d t h e y ' r e r e t r o a c t i v e and 

e f f e c t i v e . 

Q. I f we have e x p r e s s t e r m s and p r o v i s i o n s 

i n t h e U n i t Agreement, however, t h a t s t a t e i t ' s 

e i t h e r c o m m i t t e d o r n o t c o m m i t t e d , w o u l d n ' t t h a t 

o v e r r i d e any g u i d e l i n e s ? 

MR. BRUCE: I o b j e c t t o t h a t l e g a l 

c h a r a c t e r i z a t i o n . That i s n o t what t h e U n i t 

Agreement s a y s . 

Q. I b e l i e v e I i n d i c a t e d t h a t by, i f t h e 

U n i t Agreement has e x p r e s s p r o v i s i o n s i n i t t h a t 
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says i t ' s e i t h e r f u l l y c o m m i t t e d o r n o t c o m m i t t e d 

a t a l l , t h e n why a r e we l o o k i n g a t t h e BLM 

g u i d e l i n e s , t h a t we d o n ' t know when t h e y ' r e 

e n a c t e d ? 

MR. BRUCE: He's a s k i n g f o r c o n j e c t u r e 

a g a i n , Mr. Chairman. He's a s k i n g f o r a l e g a l 

c o n c l u s i o n by t h e w i t n e s s a g a i n , and I t h i n k t h e 

documents speak f o r t h e m s e l v e s . 

MR. TULLY: Thank you. 

Q. I f you w o u l d r e f e r now t o BHP's E x h i b i t 

No. 8, t h a t ' s t h e c o u r t p l e a d i n g c a l l e d 

P l a i n t i f f ' s Response t o D e f e n d a n t ' s F i r s t Request 

f o r A d m i s s i o n s . I b e l i e v e you r e a l l y d i d n ' t pay 

much a t t e n t i o n t o page 1, you j u s t went t o page 2 

and t h e n gave some answers t h e r e , i s t h a t 

c o r r e c t , e a r l i e r i n y o u r d i r e c t e x a m i n a t i o n ? 

A. I answered a q u e s t i o n r e g a r d i n g a 

s p e c i f i c q u e s t i o n . 

Q. And wasn't t h a t p e r t a i n i n g t o w h e t h e r 

or n o t Mrs. Locke had any p l a n s t o d r i l l a w e l l 

o r deem i t r e a s o n a b l e o r n e c e s s a r y t o t e s t t h e 

B a s i n - F r u i t l a n d Coal Gas Poo l ? 

A. Yes. I t was s t a t e d i n h e r e t h a t she 

a p p a r e n t l y had no p l a n s and d i d n o t deem i t 

r e a s o n a b l e o r n e c e s s a r y t o t e s t t h e c o a l . 
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Q. Now, we've gone t h r o u g h t h i s c h r o n o l o g y 

o f e v e n t s a b o u t t h e n e g o t i a t i o n s and y o u r 

n o t i f i c a t i o n and y o u r a t t e m p t s t o p u r c h a s e and 

s u b m i t us o u t AFEs, and t h a t t y p e o f t h i n g . 

D i d n ' t BHP, when i t went i n and d r i l l e d 

t h e 390 and 391 w e l l s i n December, w i t h o u t 

n o t i f i c a t i o n t o Mrs. Locke, s t o p h e r f r o m 

e x e r c i s i n g any t y p e o f p r e r o g a t i v e t o d r i l l h e r 

own w e l l i n t h e n o r t h h a l f ? 

MR. BRUCE: What? Once a g a i n , I t h i n k 

t h a t ' s a d e t e r m i n a t i o n f o r t h e Commission. 

CHAIRMAN LEMAY: I d o n ' t know i f y o u ' r e 

a s k i n g a q u e s t i o n o r s t a t i n g a f a c t , C o u n s e l o r . 

MR. TULLY: I'm a s k i n g a q u e s t i o n . 

CHAIRMAN LEMAY: What's t h e q u e s t i o n ? 

MR. TULLY: The q u e s t i o n i s t h i s : We 

have a s i t u a t i o n where t h e y knew o f Mrs. Locke's 

i n t e r e s t i n A u g u s t . They t r i e d t o p u r c h a s e h er 

i n t e r e s t o u t . They n e v e r n o t i f i e d h e r t h a t t h e y 

were g o i n g t o be i m m e d i a t e l y d r i l l i n g a w e l l . 

I f t h e y had n o t i f i e d h e r o f an 

i m m e d i a t e d r i l l i n g o f t h e w e l l , she c o u l d have, 

i f she so d e s i r e d , p r o p o s e d t h e d r i l l i n g o f h e r 

own w e l l . When BHP went i n and spud t h i s w e l l i n 

t h e n o r t h h a l f , i t s t o p p e d h e r f r o m e x e r c i s i n g 
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any r i g h t she had t o d r i l l a F r u i t l a n d Coal w e l l 

and d e d i c a t e t h e n o r t h h a l f . 

MR. BRUCE: W e l l , he can make t h a t 

s t a t e m e n t . 

CHAIRMAN LEMAY: I t seemed l i k e a 

s t a t e m e n t . You're a s k i n g i f he a g r e e s w i t h t h a t 

s t a t e m e n t ? 

MR. TULLY: T h a t ' s b a s i c a l l y where we 

were g o i n g , y e s . 

MR. BRUCE: Number one, as I o u t l i n e d 

i n my b r i e f , I d o n ' t t h i n k Mrs. Locke has a r i g h t 

t o d r i l l . She has a c o r r e l a t i v e r i g h t t o her 

s h a r e o f p r o d u c t i o n f r o m a c e r t a i n t r a c t ; she 

d o e s n ' t have, n e c e s s a r i l y , t h e a b s o l u t e r i g h t t o 

d r i l l a w e l l . I t ' s j u s t l i k e , why do we f o r c e 

p o o l p e o p l e ? Because n o t e v e r y b o d y has a r i g h t 

t o d r i l l , t h e y have a r i g h t t o p r o p o r t i o n a t e 

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

I t h i n k t h e y ' r e a s k i n g Mr. R e i n h a r d t , 

once a g a i n , t o agr e e w i t h t h e i r own l e g a l 

c o n c l u s i o n s , and I w o u l d o b j e c t t o t h a t . 

CHAIRMAN LEMAY: I t h i n k you need t o 

p h r a s e y o u r q u e s t i o n s c a r e f u l l y when y o u ' r e 

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

MR. TULLY: Which I p r o b a b l y w o u l d n ' t 
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g e t an answer t o , I'm s u r e . The r e a s o n I made 

t h a t s t a t e m e n t i s because you asked where I was 

g o i n g . 

CHAIRMAN LEMAY: I u n d e r s t a n d where 

y o u ' r e g o i n g . I j u s t d o n ' t know i f - -

MR. TULLY: I was g e t t i n g t h e r e ? 

CHAIRMAN LEMAY: W e l l , Mr. Bruce i s 

c o r r e c t . I t sounds as t h o u g h y o u ' r e a s k i n g t h e 

w i t n e s s e s t o a g r e e o r n o t a g r e e w i t h y o u r l e g a l 

c o n c l u s i o n , and t h a t p u t s him i n a s p o t where 

he's r e a l l y n o t q u a l i f i e d . 

MR. TULLY: I n a s k i n g f o r a l e g a l 

c o n c l u s i o n ? 

CHAIRMAN LEMAY: Yes. 

MR. TULLY: Thank you. 

Q. (BY MR. TULLY) Mr. R e i n h a r d t , i f Mrs. 

Locke w a n t e d t o d r i l l a F r u i t l a n d Coal w e l l , 

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

S e c t i o n 23? 

A. She c o u l d have d r i l l e d a w e l l p r o v i d i n g 

t h a t BHP, as s u b - o p e r a t o r , was w i l l i n g t o 

r e l i n q u i s h o p e r a t o r s h i p , because she was d r i l l i n g 

on a c o m m i t t e d t r a c t . 

Q. She was d r i l l i n g on a c o m m i t t e d t r a c t ; 

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

c o m m i t t e d t o t h e u n i t , w o u l d she have a r i g h t t o 

d r i l l ? 

I f t h e n o r t h h a l f was n o t c o m m i t t e d t o 

t h e u n i t , w o u l d she have a r i g h t t o go i n and 

d r i l l ? 

CHAIRMAN LEMAY: I t h i n k we're g e t t i n g 

back t o t h e same l e g a l a r e a s t h a t r e q u i r e s a 

l e g a l o p i n i o n o f t h e w i t n e s s , w h e t h e r she has a 

l e g a l r i g h t t o d r i l l o r n o t . I'm n o t s u r e he's a 

1awyer. 

Are you a l a w y e r ? 

THE WITNESS: No. 

CHAIRMAN LEMAY: Okay, t h e n , be c a r e f u l 

w i t h i t . 

Q. I s L o c k e - T a y l o r t h e l e s s e e o f t h e s e 

f o u r - f e e t o i l and gas l e a s e s c o v e r i n g t h e n o r t h 

h a l f o f S e c t i o n 23? 

A. Oh, y e s . There has ne v e r been any 

d i s p u t e t h a t she owns t h e i n t e r e s t . 

Q. As a l e s s e e , does she have t h e r i g h t t o 

d r i l l on h e r l a n d s ? 

A. There a g a i n , two o f t h o s e l e a s e s — o r 

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

t h e u n i t and, as su c h , t h e s u b - o p e r a t o r has t h e 
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f i r s t r i g h t to opperate, d r i l l t h a t w e l l at t h a t 

l o c a t i o n . P l u s she had never come forward and 

e x p r e s s e d an i n t e r e s t i n any i n t e r e s t to d r i l l 

the w e l l , so I don't know i f she would. 

Q. I f she would have known of your p l a n s , 

she might have had the o p p o r t u n i t y to come 

forward and propose a w e l l ? 

A. W e l l , we had i n d i c a t e d to them i n 

October t h a t we planned to d r i l l a w e l l t h e r e , 

and her l a n d s i n the northwest q u a r t e r had been 

i n c l u d e d i n the 390. And they never o f f e r e d up 

any type o f - - t h e y never brought f o r t h any type of 

d i s c u s s i o n . 

Q. They were c h e c k i n g time, weren't they? 

MR. BRUCE: Mr. Chairman, once a g a i n 

he's a s k i n g Mr. R e i n h a r d t what L o u i s e Locke was 

doing, what L o u i s e Locke's o p i n i o n was, or 

whether she was c o n s i d e r e d i n d r i l l i n g . He's 

t e s t i f i e d t h a t he doesn't, to the b e s t of h i s 

knowledge, they weren't p l a n n i n g on d r i l l i n g . 

CHAIRMAN LeMAY: That may be be s t 

answered by someone who—by L o u i s e Locke, i f you 

have her as a w i t n e s s . 

Q. (BY MR. TULLY) L e t me ask you one 

other q u e s t i o n . We have the Tycksen w e l l t h a t ' s 
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l o c a t e d , okay? 

A . Yeah. 

Q. Does Mrs. Locke have t h e r i g h t t o 

r e e n t e r t h e T y c k s e n w e l l and a t t e m p t a c o m p l e t i o n 

i n t h e F r u i t l a n d Coal? 

MR. STOVALL: Mr. Chairman, i f I m i g h t 

t h r o w some g u i d a n c e on t h i s i s s u e , I'm n o t s u r e 

where Mr. T u l l y i s g o i n g , b u t t h e f a c t t h a t t h e r e 

i s more t h a n one p e r s o n t h a t m i g h t have t h e r i g h t 

t o do i t , one p e r s o n i s f i r s t t o e x e r c i s e , I'm 

n o t s u r e i f t h a t ' s r e l e v a n t t o w h a t e v e r o r d e r s 

you w o u l d i s s u e . You d o n ' t have c o m p e t i n g - f o r c e 

p o o l i n g a p p l i c a t i o n s . 

Perhaps i t w o u l d be more u s e f u l t o you 

i f Mr. T u l l y e x p l a i n e d why i t makes a d i f f e r e n c e 

w h e t h e r or n o t she had a r i g h t t o d r i l l on i t and 

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

c o m p e t i n g a p p l i c a t i o n b e f o r e you. 

MR. TULLY: I'm t a l k i n g s p e c i f i c a l l y 

now a b o u t an e x i s t i n g w e l l , t h e Tycksen No. 1 

w e l l , t h a t ' s o p e r a t e d by L o u i s e Locke d o i n g 

b u s i n e s s as L o c k e - T a y l o r . 

CHAIRMAN LeMAY: Okay. 

Q. Do you know a n y t h i n g t h a t w o u l d s t o p 

L o u i s e Locke f r o m r e e n t e r i n g t h a t w e l l and 
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a t t e m p t i n g t h e c o m p l e t i o n i n t h e F r u i t l a n d Coal 

o r even i n t h e P i c t u r e d C l i f f s i f she wanted t o ? 

A. W e l l , as i t i s now, t h e r e i s a l r e a d y 

a - - I d o n ' t know what t h e OCD w o u l d do ab o u t 

t h a t . T h e r e ' s a l r e a d y a p e r m i t t e d w e l l t h e r e i n 

t h e n o r t h e a s t q u a r t e r . I d o n ' t know i f t h e y 

w o u l d s u b s e q u e n t l y p e r m i t a n o t h e r w e l l or n o t . 

Q. I s n ' t t h e Tyc k s e n w e l l an a l r e a d y 

p e r m i t t e d w e l l , been i n e x i s t e n c e s i n c e 1952? 

T h e r e ' s a w e l l b o r e t h e r e . She owns 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 P i c t u r e d C l i f f s , 

t h a t ' s a c k n o w l e d g e d . 

What w o u l d keep h e r f r o m f r o m h a v i n g 

t h e r i g h t t o go i n t h e r e and r e e n t e r t h a t w e l l 

and a t t e m p t a r e c o m p l e t i o n i n t h e P i c t u r e d C l i f f s 

o r even go ahead and c o m p l e t e i n t h e F r u i t l a n d 

Coal? 

MR. STOVALL: Mr. Chairman, I h a t e t o 

i n t e r r u p t a g a i n , b u t i f I m i g h t be u s e f u l , Mr. 

B r u c e , w o u l d you a g r e e , t h a t a ssuming Mrs. Locke 

has o p e r a t i n g r i g h t s , t h a t she w o u l d have t h e 

r i g h t t o do a c o m p l e t i o n u n l e s s t h a t r i g h t was 

p r e e m p t e d by somebody e l s e who had e q u a l r i g h t s ? 

Would you a g r e e w i t h t h a t q u e s t i o n as a l e g a l 

q u e s t i o n ? 
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MR. BRUCE: As a l e g a l , q u e s t i o n , y e s , 

l i k e i f somebody e l s e who had l e g a l r i g h t s o r , as 

I a r g u e d i n my b r i e f , i f t h e O i l C o n s e r v a t i o n 

D i v i s i o n o r Commission c o u l d , under a f o r c e d 

p o o l i n g o r d e r , a u t h o r i z e t h e d r i l l i n g o f a w e l l 

on someone e l s e ' s l e a s e . 

MR. TULLY: See, we're back t o t h e 

l e g a l i ssue. 

MR. STOVALL: The q u e s t i o n i s w h e t h e r 

o r n o t d i d t h e y b o t h have a r i g h t t o do i t ? i s 

t h e f i r s t q u e s t i o n , Mr. T u l l y and Mr. Chairman, 

as I'm h e a r i n g . And t h e n t h e second q u e s t i o n i s 

i f t h e y b o t h have t h e r i g h t , d i d BHP v i o l a t e any 

d u t y t o Mrs. Locke by n o t a s k i n g h er i f she 

wanted t o d r i l l t h e w e l l f i r s t ? 

T hat sounds t o me l i k e t h e q u e s t i o n 

y o u ' r e a s k i n g . I s t h a t what y o u ' r e t r y i n g t o g e t 

t o ? 

MR. TULLY: Th a t was my n e x t q u e s t i o n 

was t o ask Mr. R e i n h a r d t i f t h e r e had e v e r been 

any d i s c u s s i o n s amongst t h e BHP p e o p l e t o go i n 

and r e e n t e r t h e e x i s t i n g Tycksen w e l l t o a t t e m p t 

a r e c o m p l e t i o n i n t h e F r u i t l a n d C o a l . 

CHAIRMAN LEMAY: I t h i n k t h a t ' s a f a i r 

q u e s t i o n . Now we're g e t t i n g i n t o s o m e t h i n g he's 
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q u a l i f i e d t o answer. Thank y o u . 

A. I d o n ' t r e c a l l t h e r e b e i n g any i n t e r e s t 

i n r e e n t e r i n g t h a t T y cksen w e l l . 

Q. By y o u r company? 

A. W e l l , y e a h , by BHP. There a g a i n , I 

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

w e l l d e s i g n and t h i n g s l i k e t h a t t h a t I d o n ' t 

know a b o u t . 

Q. So w o u l d i t be a f a i r s t a t e m e n t t h a t a 

l o t o f t h e s e q u e s t i o n s t h a t I ' v e been a s k i n g , you 

c o u l d n o t r e a l l y answer them because t h e y r e q u i r e 

a l e g a l d e t e r m i n a t i o n ? 

A. No. I s a i d e n g i n e e r i n g . 

Q. Excuse me. That l a s t p a r t may be y e s , 

b u t I mean t h e s e o t h e r q u e s t i o n s a b o u t t h e r i g h t 

t o r e e n t e r a w e l l and t h e r i g h t t o r e c o m p l e t e a 

w e l l and t h a t t y p e o f t h i n g ? You c a n n o t answer 

t h o s e q u e s t i o n s ; i s t h a t a f a i r s t a t e m e n t ? 

CHAIRMAN LEMAY: I d o n ' t know i f t h a t ' s 

c h a r a c t e r i z i n g t h e p r e v i o u s q u e s t i o n s . Whether 

t h e y have a r i g h t o r n o t may be a l e g a l 

d e t e r m i n a t i o n . I t h o u g h t you were a s k i n g w h e t h e r 

Mrs. Locke d i d c e r t a i n t h i n g s o r s h o u l d have o r 

c o u l d have. And t h a t r e q u i r e s s u p p o s i t i o n on h i s 

p a r t t h a t he knows what Mrs. Locke's p o s i t i o n 
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w o u l d be. 

MR. TULLY: W e l l , I'm a s k i n g him i f he 

knows o f a n y t h i n g t h a t w o u l d keep h e r f r o m 

e x e r c i s i n g t h o s e r i g h t s . 

MR. BRUCE: I t h i n k he's a l r e a d y 

answered t h a t . He s a i d t h e GCU, t h e u n i t 

agreement under w h i c h t h e y ' r e a s u b - o p e r a t o r . 

He's a l r e a d y s t a t e d t h a t a c o u p l e o f t i m e s . 

MR. TULLY: They d i d t h a t on t h e 391 

w e l l . I d o n ' t t h i n k I u n d e r s t o o d him t o say t h a t 

on t h e Tycksen w e l l . 

CHAIRMAN LEMAY: Can you r e p h r a s e t h e 

q u e s t i o n ? I'm g e t t i n g c o n f u s e d what t h e i n i t i a l 

q u e s t i o n r e a l l y was or where we a r e . 

MR. TULLY: Okay. W e ' l l go back a 

c o u p l e o f s t e p s . 

Q. Do you know o f a n y t h i n g t h a t w o u l d keep 

any c l a i m o r any r i g h t o r a n y t h i n g a t a l l t h a t 

w o u l d keep L o u i s e Locke f r o m r e e n t e r i n g h e r 

e x i s t i n g T y cksen w e l l and a t t e m p t i n g a 

r e c o m p l e t i o n i n t h e P i c t u r e d C l i f f s o r a 

c o m p l e t i o n i n t h e F r u i t l a n d Coal gas? 

A. W e l l , I can t h i n k o f two t h i n g s , n o t 

r e a l l y l a n d r e l a t e d . One t h i n g w o u l d be t h e 

e x i s t i n g c o n d i t i o n o f t h e h o l e w h i c h a p e t r o l e u m 
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e n g i n e e r w o u l d have t o speak t o more t h a n 

m y s e l f . And t h e o t h e r t h i n g w o u l d be a m a t t e r o f 

economics s i n c e t h e P i c t u r e d C l i f f s had a l r e a d y 

been t e s t e d and be deemed t o be n o n c o m m e r c i a l . 

There a g a i n , i t ' s k i n d o f g e t t i n g 

o u t s i d e o f my e x p e r t i s e . 

Q. Who deems t h a t t h e P i c t u r e d C l i f f s i s 

n o n c o m m e r c i a l ? 

A. I assume whoever d r i l l e d t h e w e l l . 

Q. What d i f f e r e n c e does t h a t make a t t h i s 

p a r t i c u l a r p o i n t on w h e t h e r she wan t e d t o 

r e c o m p l e t e t h e P i c t u r e d C l i f f s o r n o t ? 

A. W e l l , i f she d o e s n ' t have an 

e x p e c t a t i o n o f g e t t i n g h e r money back and making 

a p r o f i t , she may be d i s c o u r a g e d f r o m d e e p e n i n g 

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

have t o a d v i s e h e r on t h a t . 

Q. Now, BHP n e v e r d i d p r o p o s e d t o 

r e c o m p l e t e t h e Tyc k s e n w e l l i n t h e F r u i t l a n d 

C o a l , o r t o t h e b e s t o f y o u r knowledge? 

A . No . 

Q. As f a r as you know, t h e r e was l i t t l e o r 

no d i s c u s s i o n a b o u t t h a t ; i s t h a t c o r r e c t ? 

A. No. BHP seemed c o n t e n t t o d r i l l a new 

w e l l and have some c o n t r o l o v e r how i t was 
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d r i l l e d and how i t was cemented and c o m p l e t e d and 

so f o r t h . I t was j u s t an o v e r l y i n g p r e f e r e n c e 

t h e r e j u s t t o d r i l l a new h o l e i n s t e a d o f 

r e e n t e r i n g a 4 0 - y e a r - o l d one. 

Q. Now, when do you r e c a l l t h e commitment 

o f T r a c t 102 o r t h e Zimmerman l e a s e t o t h e 

G a l l e g o s Canyon U n i t was g o i n g t o be used as a 

d e f e n s e f o r t h i s t r e s p a s s c l a i m by Mrs. Locke? 

Was i t b e f o r e y o u r t i t l e o p i n i o n was r e n d e r e d , 

o r a l t i t l e o p i n i o n was r e n d e r e d ? Was i t a f t e r 

t h e w r i t t e n t i t l e o p i n i o n ? 

MR. BRUCE: And I w o u l d o b j e c t t o any 

d i s c l o s u r e o f any a t t o r n e y / c l i e n t 

c o m m u n i c a t i o n s . I t ' s o b v i o u s t h a t ' s where i t 

came f r o m . 

Q. When t h e commitment o f t h e Zimmerman 

l e a s e became a d e f e n s e t o t h e t r e s p a s s c l a i m , d i d 

you have c o m m u n i c a t i o n s w i t h y o u r a t t o r n e y a t 

t h a t t i m e ? 

A. Wei1, y e s . 

Q. When were t h o s e c o m m u n i c a t i o n s ? 

A. I w o u l d v e n t u r e t o say a f t e r t h e s u i t 

was f i l e d . 

Q. A f t e r t h e l a w s u i t was f i l e d ? 

A. Yes. 
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Q. Do you remember when t h e l a w s u i t was 

f i l e d ? 

A. I b e l i e v e i t was f i l e d l a s t J u l y . 

Q. So BHP went ahead and d r i l l e d t h e w e l l , 

a l l t h e s e t h i n g s happened, f o r c e d p o o l i n g 

a p p l i c a t i o n s , t h e l a w s u i t was f i l e d , and t h a t 

t y p e o f t h i n g . And t h e n , a l l o f a sudden, t h e 

l i g h t b u l b comes on and i t ' s now a commitment t o 

t h e u n i t i s now our d e f e n s e ; i s t h a t what y o u ' r e 

s ay i n g ? 

A. W e l l , no. There a g a i n , my a t t o r n e y 

m i g h t want t o answer t h a t , b u t I d o n ' t know t h a t 

t h a t ' s a c o r n e r s t o n e k i n d o f a t h i n g . 

CHAIRMAN LEMAY: I m i g h t say s o m e t h i n g 

t h a t o u r h e a r i n g s a r e n ' t n o r m a l l y o f f e n s e and 

d e f e n s e . I n a c o u r t o f law you m i g h t 

c h a r a c t e r i z e s o m e t h i n g i n t h o s e t e r m s , Mr. T u l l y . 

But n o r m a l l y what we're t r y i n g t o do i s p r o d u c e 

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

f a c t , b u t n o t n e c e s s a r i l y t h e advocacy 

p r o c e e d i n g s y o u ' r e r e f e r r i n g t o , o f f e n s e and 

d e f e n s e and l a w s u i t s and so f o r t h . 

MR. TULLY: I f I c o u l d have j u s t a 

second t o c o n f e r w i t h my c o c o u n s e l . 

No f u r t h e r q u e s t i o n s . Thank you f o r 
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y o u r p a t i e n c e . I t t o o k a l o n g t i m e . 

CHAIRMAN LEMAY: A d d i t i o n a l q u e s t i o n s 

o f t h e w i t n e s s ? 

MR. BRUCE: Yes, Mr. Chairman. And 

I ' l l t r y t o be q u i c k . 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. F i r s t o f f , Mr. R e i n h a r d t , BHP's E x h i b i t 

4-A and Locke E x h i b i t Q, do you have them b o t h 

b e f o r e you? 

A. Yes. 

Q. Don't t h e y b o t h say t h a t t h e w o r k i n g 

i n t e r e s t o f T r a c t 102 i s c o m m i t t e d t o t h e u n i t ? 

A . Yes, i t does. 

Q. Do you see any c o n f l i c t between t h o s e 

two l e t t e r s ? 

A. P e r s o n a l l y , no. 

Q. Now, Mr. T u l l y a l s o asked a b o u t you 

some q u e s t i o n s a b o u t a p o o l i n g c l a u s e i n a 

l e a s e . The Zimmerman l e a s e d i d n ' t have one 

o r i g i n a l l y and l a t e r on one was added. I n y o u r 

o p i n i o n , does t h e p r e s e n c e o r absence o f a 

p o o l i n g c l a u s e i n a l e a s e p r e v e n t c o m m i t t i n g a 

w o r k i n g i n t e r e s t t o a w e l l u n i t o r a p o o l - w i d e 

u n i t l i k e t h e GCU? 
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A . No . 

Q. Now, r e f e r r i n g t o E x h i b i t 3, w h i c h i s 

t h e u n i t agreement f o r t h e GCU, and A r t i c l e 24 on 

page 17--

A. A l l r i g h t . / 

Q. Page 17, Mr. R e i n h a r d t . Now, i f I can 

p a r a p h r a s e , i f no one has any o b j e c t i o n , d o e s n ' t 

t h e f i r s t s e n t e n c e o f A r t i c l e 24 s t a t e t h a t i f 

o n l y t h e w o r k i n g i n t e r e s t owner o f t h e t r a c t i s 

c o m m i t t e d t o t h e u n i t , t h e n i t can be w i t h d r a w n 

p r i o r t o a p p r o v a l o f t h e agreement by t h e 

d i r e c t o r o f t h e U.S.G.S.? 

A. Yes. 

Q. Now, moving on ab o u t f i v e pages 

f u r t h e r , when d i d t h e d i r e c t o r o f t h e U.S.G.S. 

ap p r o v e t h e u n i t agreement? 

A. The u n i t was a p p r o v e d on J u l y 25, 1951. 

Q. Okay. And t h e l e t t e r f r o m Benson and 

M o n t i n a s k i n g how t o w i t h d r a w was i n 1952, wasn't 

i t ? 

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

Q. Now, r e g a r d i n g y o u r c o m m u n i c a t i o n s w i t h 

Mrs. L o c k e , I t h i n k you s a i d y o u r f i r s t 

c o m m u n i c a t i o n was w i t h Don Locke, and I d o n ' t 

know i f you i d e n t i f i e d who t h a t i s . Who do you 
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u n d e r s t a n d Don Locke t o be? 

A. Don Locke I u n d e r s t a n d him t o be L o u i s e 

Locke 1 s son. 

Q. Your f i r s t c o m m u n i c a t i o n was sometime 

i n O c t o b e r ? 

A. E a r l y O c t o b e r . 

Q. D i d Don Locke o r L o u i s e Locke o r Mr. 

T u l l y , on L o u i s e Locke's b e h a l f , e v e r i n d i c a t e 

any w i l l i n g n e s s t o j o i n i n t h e w e l l ? 

A. No, s i r . 

Q. D i d t h e y e v e r ask you f o r f a r m o u t 

t e r m s ? 

A. No, s i r . 

Q. I t h i n k you p r e v i o u s l y s t a t e d t h a t y o u r 

o f f e r t o p u r c h a s e h er F r u i t l a n d Coal r i g h t s was 

$450 an a c r e ? 

A. Yes, s i r . 

Q. W i t h an o v e r r i d e ? 

A. W i t h 7-1/2 p e r c e n t o v e r r i d e . 

Q. Has BHP p u r c h a s e d o t h e r i n t e r e s t s i n 

t h i s p o o l ? 

A. Yes, we had p u r c h a s e d t h e i n t e r e s t o f 

Oryx Energy i n a p p r o x i m a t e l y 1300 a c r e s , p a y i n g 

them $450 a n e t a c r e , w i t h o u t r e s e r v a t i o n o f any 

o v e r r i d i n g r o y a l t y . 
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Q. Was t h a t o n l y f o r t h e F r u i t l a n d Coal 

r i g h t s ? 

A. No. That was f o r a l l r i g h 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 P i c t u r e d C l i f f s 

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

Q. What a b o u t t h e n o r t h h a l f o f t h e 

s o u t h w e s t q u a r t e r ? 

A. The n o r t h h a l f o f t h e s o u t h w e s t q u a r t e r 

was p u r c h a s e d f o r — i t was 80 n e t a c r e s , and i t 

p u r c h a s e d f o r $312.50 an a c r e w i t h a r e s e r v a t i o n 

o f a 2 p e r c e n t o v e r r i d e . 

Q. I s i t f a i r t o say t h a t t h e o f f e r t o 

Mrs. Locke was t h e h i g h e s t made by BHP i n t h i s 

p o o l o r i n t h i s u n i t ? 

A. Yes, s i r . 

Q. I s t h e r e c u r r e n t l y any F r u i t l a n d Coal 

p a r t i c i p a t i n g a r e a i n t h e u n i t ? 

A. No, t h e r e ' s n o t . 

Q. Now, t h e r e ' s been some d i s c u s s i o n a b o u t 

c o m m e r c i a l and n o n c o m m e r c i a l w e l l s , e t c e t e r a . 

Does BHP have any w e l l s i n t h e u n i t t h a t a r e n o t 

c o n s i d e r e d u n i t w e l l s ? 

A. Yes, t h e r e a r e s e v e r a l o f them l o c a t e d 

i n d i f f e r e n t p a r t s o f t h e u n i t t h a t were d r i l l e d 

and were deemed t o be n o n p a y i n g w e l l s . 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

17 

1 8 

1 9 

20 

2 1 

22 

23 

24 

25 

169 

Q. Deemed by who? 

A. By BLM. 

Q. Are some o f t h e s e on t r a c t s t h a t a r e 

c o m m i t t e d t o t h e u n i t ? 

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

Q. Mr. R e i n h a r d t , do you have Locke 

E x h i b i t F? 

A . I d o n ' t know. 

Q. And I t h i n k u nder Mr. T u l l y ' s 

q u e s t i o n i n g you s a i d t h i s was a 1961 p l a n o f 

d e v e l o p m e n t . Does t h e f r o n t page o f t h i s l e t t e r 

i n d i c a t e t h a t was m a i l e d t o t h e w o r k i n g i n t e r e s t 

owners i n t h e u n i t ? 

A. The f r o n t page, t h e f i r s t page o f t h e 

l e t t e r shows t h a t i t ' s a d d r e s s e d t o U.S.G.S., O i l 

C o n s e r v a t i o n Commission, Commissioner o f P u b l i c 

Lands, and a l l w o r k i n g i n t e r e s t owners, G a l l e g o s 

Canyon U n i t , and i t r e f e r s t o an a t t a c h e d 

a d d r e s s e e l i s t . 

Q. T u r n i n g t o t h e f i n a l pages o f t h a t 

e x h i b i t , i s L o c k e - T a y l o r l i s t e d as one o f t h e 

w o r k i n g i n t e r e s t owners i n t h e u n i t ? 

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

Q. T h i s i s a number o f y e a r s a f t e r t h e 

t r a c t was s u p p o s e d l y w i t h d r a w n f r o m t h e u n i t 
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a l l e g e d l y ? 

A • A l l e g e d l y . 

Q. Have you r e v i e w e d o t h e r u n i t documents 

f r o m t h e 1960s where Mrs. Locke was l i s t e d as an 

a d d r e s s e d w o r k i n g i n t e r e s t owner i n t h e GCU? 

A. Yes, s i r , I have. 

Q. Do you know why she d o e s n ' t show up 

l a t e r ? 

A. No, I d o n ' t . I know she d i d n ' t show up 

o n — I t h i n k I t e s t i f i e d t o t h i s e a r l i e r - - b u t she 

d i d n ' t show up on BHP's l i s t because h e r 

i n t e r e s t s i n t h e u n i t were o u t s i d e o f t h e 

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

Q. BHP's o p e r a t i o n s were i n i t i a l l y l i m i t e d 

t o c e r t a i n p a r t i c i p a t i n g a r e a s ; i s t h a t c o r r e c t ? 

A. Yes. They were — i n i t i a l l y t h e y were 

l i m i t e d t o j u s t t h e P i c t u r e d C l i f f s p a r t i c i p a t i n g 

a r e a . 

Q. Now, c o u l d you r e f e r t o Locke E x h i b i t 

I , Mr. R e i n h a r d t ? I t ' s y o u r l e t t e r , I b e l i e v e , 

d a t e d J u l y 23, 1990. 

A. Yes, s i r . 

Q. T h e r e ' s s i x o r e i g h t F r u i t l a n d Coal 

w e l i s l i s t e d ? 

A. Yes, s i r . 
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Q. Those a r e a l l s t a n d - u p u n i t s , a r e n ' t 

t h e y ? 

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

Q. No p a r t i c u l a r r e a s o n t h a t a s t a n d - u p 

p a t t e r n was chosen? 

A. No p a r t i c u l a r r e a s o n . 

MR. BRUCE: I d o n ' t have any f u r t h e r 

q u e s t i o n s , Mr. Chairman. 

CHAIRMAN LEMAY: Go ahead. 

MR. TULLY: I ' l l have a c o u p l e r e a l 

q u i c k r e c r o s s . 

FURTHER EXAMINATION 

BY MR. TULLY: 

Q. We p r e v i o u s l y had a d i s c u s s i o n a b o u t an 

U.S.G.S. memorandum back i n 1952 p e r t a i n i n g t o 

some i d e n t i f i c a t i o n o f some n o n u n i t w e l l s 

o f f s e t t i n g t h e G a l l e g o s Canyon U n i t . One o f 

t h o s e w e l l s was c a l l e d t h e Locke No. 1 w e l l . 

Do you happen t o know when t h e a c r e a g e 

d e d i c a t e d t o t h e Locke No. 1 w e l l was i n c l u d e d i n 

t h e G a l l e g o s Canyon U n i t as T r a c t No. 164? 

A. You mean t h e F a u s t w e l l ? 

Q. D i d I say Locke? 

A. Yes. 

Q. I'm s o r r y , I meant t h e Fa u s t w e l l . 
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A. A c t u a l l y , I c a n ' t remember t h e e x a c t 

d a t e . I t h i n k i t was sometime i n t h e e a r l y 60s. 

Q. About t h e t i m e t h a t t h e s e 1960 

de v e l o p m e n t programs s t a r t e d s h o w i n g L o c k e - T a y l o r 

as b e i n g a w o r k i n g i n t e r e s t owner, wasn't i t ? 

A. W e l l , I d o n ' t r e c a l l . 

Q. Do you r e c a l l L o c k e - T a y l o r , p r e v i o u s t o 

1960, b e i n g l i s t e d as a w o r k i n g i n t e r e s t owner i n 

t h e G a l l e g o s Canyon U n i t and t h e a v a i l a b l e 

m ater i a l ? 

A. W e l l , I h a v e n ' t r e s e a r c h e d t h a t . I t ' s 

p o s s i b l e t h a t t h e y c o u l d have. 

Q. I f you h a v e n ' t r e s e a r c h e d i t , t h e n I 

guess you c a n ' t a n s e r t h e q u e s t i o n ; i s t h a t 

c o r r e c t ? Or do you want t o p e r f o r m t h e s e a r c h 

now? 

A. No. I d o n ' t know. 

Q. Now, under t h e s u b - o p e r a t o r i n s t r u m e n t 

t h a t was g i v e n t o BHP by Amoco P r o d u c t i o n 

Company, i s i t l i m i t e d t o j u s t p a r t i c i p a t i n g a r e a 

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

G a l l e g o s Canyon U n i t ? 

A. The d e s i g n a t i o n o f s u b - o p e r a t o r 

i n s t r u m e n t ? 

Q. Uh-huh. 
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A. The o r i g i n a l d e s i g n a t i o n o f 

o p e r a t o r s h i p was e x e c u t e d by Amoco t o c o v e r t h o s e 

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

c o i n c i d e n t w i t h t h e b o u n d a r i e s o f t h e P i c t u r e d 

C l i f f s p a r t i c i p a t i n g a r e a . As I r e c a l l , t h a t was 

t o c o v e r 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 

P i c t u r e d C l i f f s . 

Q. Was t h a t t h e s u b - o p e r a t o r t h a t was 

g i v e n t o C l i n t o n and Energy R e s e r v e s , o r was t h a t 

t h e s u b - o p e r a t o r i n s t r u m e n t t h a t was g i v e n t o 

BHP? 

A. I t h i n k t h e o r i g i n a l s u b - o p e r a t o r - - 1 1m 

t r y i n g t o remember. The o r i g i n a l s u b - o p e r a t o r 

a g r e e m e n t , I b e l i e v e , was e x e c u t e d i n f a v o r o f 

C l i n t o n O i l . And C l i n t o n , o f c o u r s e , merged i n t o 

ERG, and ERG merged i n t o BHP. 

Q. Are you aware, t h o u g h , t h a t t h e r e a r e 

t h r e e s e p a r a t e d e s i g n a t i o n s o f s u b - o p e r a t o r 

a g r e e m e n t s ? 

A. I know o f a t l e a s t one more, and i t was 

e x e c u t e d i n 89. 

Q. I t ' s been a l o n g day, and t h i s may be a 

q u e s t i o n I ' v e asked b e f o r e . But l e t me ask i t 

a g a i n , and j u s t t e l l me i f you've answered i t 

b e f o r e . Do you know o f any d e t e r m i n a t i o n by t h e 
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U.S.G.S. a t a b o u t t h e t i m e t h e Tycksen w e l l was 

d r i l l e d w h e t h e r t h a t w e l l was d e t e r m i n e d t o be 

c o m m e r c i a l o r n o n c o m m e r c i a l ? 

A. I c a n ' t r e c a l l h a v i n g seen a n y t h i n g , 

a n y t h i n g s u b m i t t e d t o BLM i n s u p p o r t o f a p a y i n g 

w e l l d e t e r m i n a t i o n . 

Q. T h a t ' s t h e U.S.G.S. we're t a l k i n g 

a b o u t ? 

A. R i g h t , U.S.G.S. Back t h e n i t was 

U.S.G.S.. 

MR. TULLY: Thank y o u . 

CHAIRMAN LEMAY: Do you have a n y t h i n g 

e l s e ? 

MR. BRUCE: Not r e a l l y , Mr. Examiner--

o r Mr. Chairman. I do have one comment t h a t t h e 

d e s i g n a t i o n o f s u b - o p e r a t o r t o BHP s h o u l d be i n 

t h e OCD's f i l e , s i g n e d by Roy Johnson, on 

F e b r u a r y 6, 1990, r e g a r d i n g t h e o p e r a t o r s h i p o f 

t h e e n t i r e PCU. And i f you want t h a t i n t h e 

r e c o r d , I have one copy t h a t I c o u l d t h r o w i n . 

CHAIRMAN LEMAY: F i n e . Put i t i n . 

Commissioner C a r l s o n ? 

EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. On BHP, t h e two e x h i b i t B's t o t h e u n i t 
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a g r e e m e n t s , BHP E x h i b i t s 4-B and 4-C, a r e t h e r e 

more r e c e n t E x h i b i t B's t o t h e U n i t Agreement? 

Why a r e t h e s e i n t r o d u c e d ? 

A. As I r e c a l l , t h o s e were i n t r o d u c e d 

because t h e y i n d i c a t e on t h e r e how many a c r e s o u t 

o f each d e s c r i b e d l e a s e were c o m m i t t e d t o t h e 

u n i t . I can t h i n k o f one l a t e r , E x h i b i t B t o t h e 

U n i t Agreement d a t e d 1962, t h a t was f i l e d a f t e r 

t h e l a s t u n i t e x p a n s i o n . 

Q. And t h a t ' s t h e most r e c e n t E x h i b i t B, 

1962? 

A. Yeah. 

Q. Does t h e 1962 E x h i b i t B show T r a c t 102 

on i t ? 

A. Yes, i t does. 

Q. Who i s t h e o r i g i n a l u n i t o p e r a t o r ? 

A. Benson and M o n t i n , I n c . 

Q. And t h e n t h e s u c c e s s o r u n i t o p e r a t o r 

became — who was t h a t ? 

A. S t a n o l i n d O i l & Gas Company. 

Q. S t a n o l i n d i s a p r e d e c e s s o r t o Amoco? 

A. T h e y ' r e a p r e d e c e s s o r t o Pan A m e r i c a n 

P e t r o l e u m , who t h e n was, I b e l i e v e , Pan Am 

e x e c u t e d a name change t o Amoco P r o d u c t i o n 

Company. 
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Q. The p o o l i n g a g r e e m e n t , w h i c h i s Locke 

E x h i b i t C, t h a t was e n t e r e d i n t o i n 53, was i t ? 

September 53? 

A. R i g h t . 

Q. Was S t a n o l i n d O i l t h e u n i t o p e r a t o r i n 

September o f 1953? 

A. Yes, s i r . I b e l i e v e t h e y had succeeded 

t o Benson and M o n t i n by t h a t t i m e a c t u a l l y . And 

t h e y e x e c u t e d , S t a n o l i n d e x e c u t e d t h i s i n 1954, 

b u t I b e l i e v e t h e y had succeeded t o Benson and 

M o n t i n as u n i t o p e r a t o r . 

Q. I f S t a n o l i n d b e l i e v e d t h a t T r a c t 102, 

or t h e n o r t h h a l f o f S e c t i o n 23 was i n t h e u n i t , 

w o u l d t h e r e have been any r e a s o n f o r them t o 

e n t e r i n t o t h i s p o o l i n g d e s i g n a t i o n agreement? 

A. W e l l , I t h i n k t h e y r e c o g n i z e t h a t t h e r e 

were some t r a c t s , t h e r e were two t r a c t s i n t h e 

n o r t h h a l f t h a t were n o t c o m m i t t e d . I can o n l y 

s p e c u l a t e why t h e y j o i n e d i n on t h i s i n s t r u m e n t 

s i n c e t h e y had a l r e a d y e x e c u t e d an a s s i g n m e n t t o 

L o c k e - T a y l o r . 

Q. I s i t c u s t o m a r y f o r u n i t o p e r a t o r s t o 

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

un i t ? 

A. I t ' s — w e l l , I d o n ' t t h i n k o f i t as 
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b e i n g c u s t o m a r y i n t h e sense t h a t i t ' s done v e r y 

o f t e n . But I t h i n k t h a t t h e y - - a n d i t i s my s i n c e 

t h a t t h e y p r o b a b l y went ahead and e x e c u t e d a 

p o o l i n g d e s i g n a t i o n because t h e r e were c e r t a i n 

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

a need t o d e s i g n a t e t h o s e as some t y p e o f p o o l e d 

un i t . 

Q. On t h e Tycksen No. 1 w e l l , t h a t was 

d r i l l e d i n what y e a r ? 

A. As I r e c a l l , 1952. 

Q. That was a f t e r t h e e f f e c t i v e d a t e o f 

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

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

Q. Was t h a t d r i l l e d a t - - I guess, do t h e 

r e c o r d s show t h a t t h a t was d r i l l e d a t t h e e n t i r e 

expense o f , I guess i t was L o c k e - T a y l o r a t t h a t 

t ime? 

A. T h a t ' s my u n d e r s t a n d i n g . L o c k e - T a y l o r 

e n t e r e d i n t o some t y p e o f f a r m o u t a r r a n g e m e n t 

w i t h S t a n d l i n d and Benson and M o n t i n and went i n 

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

f a r m o u t agreement and p a i d f o r i t , a l s o . 

Q. I s t h e r e any r e c o r d t h a t t h e r e was ev e r 

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

a r e a w i t h i n t h e u n i t ? 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

1 3 

14 

15 

1 6 

1 7 

18 

19 

20 

2 1 

2 2 

23 

24 

25 

178 

A. No. And, of c o u r s e , as I r e c a l l , the 

w e l l was d r i l l e d to the P i c t u r e d C l i f f s . I t was 

deemed noncommercial and plugged back to the 

F r u i t l a n d Sand, and I don't know why the p a r t i e s 

never came forward to e s t a b l i s h a PA. That would 

be j u s t c o n j e c t u r e on my p a r t . 

COMMISSIONER CARLSON: T h a t ' s a l l I 

have . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. There has been a l o t of testimony 

i n v o l v i n g the time frame of December 1990. One 

t h i n g they hadn't brought up, do you t h i n k some 

of the p r e f e r e n c e s of Amoco to get the F r u i t l a n d 

w e l l s d r i l l e d and the p r e f e r e n c e of BP to d r i l l 

t h o s e, say, i n c o n t r a s t to some the PC w e l l s was 

at t h a t time t h e r e was s l a t e d to e x p i r e S e c t i o n 

29 tax c r e d i t u n l e s s extended by Congress on an 

1/1/93 d a t e ? 

A. I know from d e a l i n g w i t h Amoco, I know 

they seemed to be e x t r e m e l y a n x i o u s to see the 

F r u i t l a n d Coal r i g h t s developed w i t h i n the u n i t , 

but they weren't w i l l i n g to take a working 

i n t e r e s t i n the p r o j e c t . So, I don't know t h a t 

they would have b e n e f i t t e d from those t a x 
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c r e d i t s . 

Q. Do they have an o v e r r i d e under the 

farmout terms? 

A. They have a n o n c o n v e r t a b l e 9-1/2 

p e r c e n t o v e r r i d e i n each w e l l t h a t ' s n o n d i l u t e d 

i n the event a PA i s performed. 

Q. Wouldn't t h a t make them an i n t e r e s t 

owner i n the w e l l and, t h e r e f o r e , being a b l e to 

p a r t i c i p a t e i n the tax c r e d i t longer than any 

o t h e r working i n t e r e s t or r o y a l t y owner? 

A. T h a t ' s p o s s i b l e . I w a s — I guess I had 

been under the i m p r e s s i o n t h a t you had to be a 

working i n t e r e s t owner. Perhaps they c o u l d . 

Q. W e l l , the t i m i n g , December, do you 

happen to know how many r i g s were o p e r a t i n g up 

t h e r e ? Was t h e r e a s c a r c i t y of r i g s i n the 

b a s i n ? J u s t d r y i n g to c h a r a c t e r i z e the time, 

November, December 1990? 

A. Yeah, I know t h a t i t was b e f o r e t h e - - I 

don't remember i f Congress had extended the 

d e a d l i n e , by t h a t time they had extended the 

d e a d l i n e f o r the d r i l l i n g of those w e l l s or not. 

I don't remember e x a c t l y when t h a t o c c u r r e d . 

I know, from BHP's s t a n d p o i n t , i t had 

been brought out i n meetings at BHP about 
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G a l l e g o s Canyon t h a t t h e y were used t o u s i n g a 

c e r t a i n t y p e o f r i g . I t was c o n s i d e r a b l y cheaper 

t h a n o t h e r t y p e s o f r i g s t h a t were r a t e d f o r 

deeper d e p t h s . And I know t h e y wanted t o use, t o 

keep t h a t r i g employed. 

Q. W e l l , i n f a c t , t h e y spudded b o t h w e l l s , 

t h e 390 and 3 9 1 , i n December o f 1990. I d o n ' t 

know e x a c t l y when Congress o f f i c i a l l y e x t e n d e d 

t h a t . I t was somewhere i n t h a t p e r i o d o f t i m e . 

I j u s t wondered i f some o f t h a t c o n c e r n t o d r i l l 

t h o s e w e l l s i n t h a t month, o r a t l e a s t spud them 

and s t a r t them, was t o t a k e a d v a n t a g e o f t h e 

S e c t i o n 29 t a x c r e d i t ? 

A. At t h a t t i m e BHP was s t i l l 

i n v e s t i g a t i n g w h e t h e r o r n o t t h e y , t h e m s e l v e s , 

c o u l d use i t . I guess t h e i r t a x p e o p l e have gone 

back and f o r t h o v e r t i m e as t o w h e t h e r o r n o t 

even BHP c o u l d u t i l i z e t h o s e t a x c r e d i t s . We 

were i n a p e r i o d t h e n when t h e company f e l t l i k e 

t h e y c o u l d . And n a t u r a l l y we wanted t o make s u r e 

t h a t t h e y d i d n ' t l o s e i t . 

Q. You t e s t i f i e d t h a t t h e s t a n d - u p 3 2 0 1 s 

were what you used t h r o u g h o u t t h a t a r e a where you 

had t h e o p t i o n ? 

A. Yes. 
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CHAIRMAN LEMAY: T h a t ' s a l l I have. 

Thank y o u . 

A d d i t i o n a l q u e s t i o n s o f t h e w i t n e s s e s ? 

MR. TULLY: Based upon q u e s t i o n s o f t h e 

Commission, j u s t a c o u p l e o f r e a l q u i c k ones. 

FURTHER EXAMINATION 

BY MR. TULLY: 

Q. Mr. R e i n h a r d t , have you made a r e v i e w 

o f t h e p r o r a t i o n u n i t s t h a t have been e s t a b l i s h e d 

i n S e c t i o n 23 f o r o t h e r w e l l s t h a t a r e l o c a t e d 

t h e r e ? 

A. W e l l , t h e o n l y w e l l s t h e r e were Dakota 

w e l l s b e s i d e s t h e Tycksen w e l l . We had n e v e r 

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

we had no i n t e r e s t i n i t . 

Q. The Dakota p r o d u c t i o n , t h e p r o r a t i o n 

u n i t s f o r t h o s e Dakota w e l l s i n S e c t i o n 23 a r e 

n o r t h - h a l f / s o u t h - h a l f , a r e n ' t t h e y ? 

A. L i k e I s a i d , I d i d n ' t i n v e s t i g a t e i t . 

Q. I'm n o t s u r e t h a t I u n d e r s t o o d t h e 

answer t o t h e q u e s t i o n t h a t t h e c h a i r m a n had, and 

t h a t was on t h e S e c t i o n 29 t a x c r e d i t s . I 

u n d e r s t o o d you t o say t h a t BHP was i n v e s t i g a t i n g 

w h e t h e r o r n o t t h o s e t a x c r e d i t s c o u l d be used by 

BHP and t h a t a t d i f f e r e n t t i m e s t h e r e was 
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i n v e s t i g a t i o n b e i n g done. 

I n December o f 1990 was BHP, i n i t s 

i n v e s t i g a t i o n , d i d i t d e t e r m i n e t h a t i t c o u l d use 

t h e t a x c r e d i t s a t t h a t t i m e o r n o t ? 

A. As I r e c a l l , t h e y d i d . They c o u l d use 

them. 

Q. Now, s u b s e q u e n t l y , has t h a t o p i n i o n 

changed? 

A. Oh, yeah. I t ' s ' s changed t o n o t b e i n g 

a b l e t o use them back t o b e i n g a b l e t o use them. 

I t ' s gone back and f o r t h o v e r t h e l a s t - - w e l l , 

u n t i l F e b r u a r y . I t had gone back and f o r t h 

s e v e r a l t i m e s . 

Q. Do you happen t o know what t h e c u r r e n t 

s t a t u s i s , w h e t h e r BHP can use t h e t a x c r e d i t s ? 

A. The l a s t I h e a r d , as I r e c a l l , I 

b e l i e v e i t had been d e t e r m i n e d t h a t t h e y c o u l d 

n o t . 

Q. They c o u l d n o t use t h e t a x c r e d i t s . 

Were t h e t a x c r e d i t s t h e p r i m a r y m o t i v a t i o n f o r 

BHP t o p r o c e e d f o r t h and d r i l l t h e 390 and 391 

w e l l s , even t h o u g h t h e r e were t i t l e p r o b l e m s ? 

A. I w o u l d s a y - - w e l l , I d o n ' t know. 

MR. BRUCE: I w o u l d o b j e c t t o t h e 

a l l e g a t i o n o f t i t l e p r o b l e m s . He can make h i s 
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own a r g u m e n t . 

Q. Was t h e p r i m a r y m o t i v a t i o n t o go ahead 

and d r i l l t h e 390 and 391 w e l l s i n December based 

upon t h e S e c t i o n 29 t a x c r e d i t s p o t e n t i a l l y 

e x p i r i n g December 31? 

A. I d o n ' t know t h a t t h a t was t h e p r i m a r y 

c o n s i d e r a t i o n . I t went i n t o t h e d e c i s i o n t o go 

f o r w a r d , I'm s u r e . 

MR. TULLY: Thank y o u . 

CHAIRMAN LEMAY: One q u i c k q u e s t i o n f o r 

c l a r i f i c a t i o n . 

FURTHER EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. Even i f t h e y c o u l d n ' t use t h e t a x 

c r e d i t s , do you know i f t h a t t a x c r e d i t has a 

c a r r y - f o r w a r d n a t u r e t o i t ? I f you d o n ' t use i t 

t h i s y e a r , you can use i t i n f u t u r e y e a r s ? 

A. I'm s o r r y , I j u s t d o n ' t know t h e an s e r 

t o t h a t . 

Q. I t h i n k , w i t h t h e e x t e n s i o n o f t h e t a x 

c r e d i t , I b e l i e v e , f o r t h e r e c o r d , t h a t you can 

use i t . But w h e t h e r t h e i r d e c i s i o n i s based upon 

t h e use o f t h e t a x c r e d i t , i t has a c a r r y - o v e r 

f e a t u r e t o i t , so t h e y m i g h t n o t be a b l e t o use 

i t one y e a r . But i f t h e t a x s i t u a t i o n a l l o w e d 
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them t o i n a f u t u r e y e a r , t h a t m i g h t be a 

d i f f e r e n t d e c i s i o n ? 

A. And t h e n t h e r e ' s q u i t e a b i t o f 

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

c r e d i t s i n some o t h e r t y p e o f d e a l t o s p i n them 

o f f t o some t h i r d p a r t y who can use them. 

T h e r e ' s q u i t e a b i t o f d i s c u s s i o n . 

MR. BRUCE: Mr. Bowden c o u l d answer 

t h a t , i f you want him t o . 

CHAIRMAN LEMAY: Would t h a t be 

a c c e p t a b l e , Mr. Bowden, t o answer t h a t q u e s t i o n ? 

I t h i n k t h e r e ' s some c o n f u s i o n on S e c t i o n 29. 

MR. TULLY: Mr. Chairman, I w o u l d 

o b j e c t t o t h a t . We're now back i n t o t h e q u e s t i o n 

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

CHAIRMAN LeMAY: T h a t ' s f i n e . 

MR. STOVALL: Mr. Chairman, I d o n ' t 

t h i n k t h e t a x c r e d i t i s p a r t i c u l a r l y r e l e v a n t t o 

t h e r i g h t - t o - d r i l l i s s u e . 

CHAIRMAN LEMAY: I t r e a l l y i s n ' t . I t 

was more o f a c l a r i f i c a t i o n f o r t h e r e c o r d . I f 

t h e r e ' s an o b j e c t i o n , we won't a d d r e s s i t any 

f u r t h e r . I t ' s n o t a p e r t i n e n t q u e s t i o n . 

Are t h e r e any f u r t h e r q u e s t i o n s o f t h e 

w i t n e s s ? 
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MR. BRUCE: One f i n a l t h i n g , and t h i s 

i s t o answer one o f Commissioner C a r l s o n ' s 

q u e s t i o n s . 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. Mr. R e i n h a r d t , c o u l d you j u s t b r i e f l y 

i d e n t i f y what t h a t i s ? 

A. I t ' s an i n s t r u m e n t t i t l e d , " D e c l a r a t i o n 

o f U n i t i z a t i o n , " e x e c u t e d by Pan Am P e t r o l e u m 

C o r p o r a t i o n , d a t e d A p r i l 1 1 , 1962. 

Q. That c o v e r s t h e n o r t h h a l f o f t h e 

s e c t i o n ? 

A. That c o v e r s t h e n o r t h h a l f o f S e c t i o n 

23, 29 N o r t h , 13 West. 

Q. For w h i c h f o r m a t i o n ? 

A. T h i s a f f e c t s t h e Dakota f o r m a t i o n . 

Q. Does i t n o t s t a t e t h a t Amoco i s 

e x e c u t i n g i t b o t h as an o p e r a t o r i n t h e GCU and 

as a w o r k i n g i n t e r e s t owner, i f t h e l e a s e i s n o t 

c o m m i t t e d t o t h e u n i t ? Take a m i n u t e and l o o k a t 

i t , Mr. R e i n h a r d t . 

A. W e l l , y e s , Pan Am s t a t e s i n h e r e t h a t 

t h e y ' r e r e p r e s e n t i n g v a r i o u s i n t e r e s t owners 

u n d e r s t a n d t h e u n i t agreement d a t e d November 1, 

1950, and a u n i t o p e r a t o r a g r e e m e n t , and a l s o i s 
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r e p r e s e n t i n g i t s e l f as owner i n c e r t a i n o i l and 

gas l e a s e s d e s c r i b e d on E x h i b i t A. 

MR. BRUCE: Thank y o u . I w o u l d move 

t h e a d m i s s i o n o f E x h i b i t 4-D. 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

E x h i b i t 4-D w i l l be a d m i t t e d i n t o t h e r e c o r d . 

Does t h a t c o n c l u d e y o u r e x a m i n a t i o n ? 

MR. BRUCE: Yes. 

CHAIRMAN LEMAY: A d d i t i o n a l q u e s t i o n s ? 

MR. TULLY: At t h i s t i m e , no. I w o u l d 

move f o r t h e i n t r o d u c t i o n o f Locke E x h i b i t s A 

t h r o u g h Q a t t h i s t i m e . 

MR. BRUCE: No o b j e c t i o n . 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

Locke E x h i b i t s A t h r o u g h Q w i l l be a d m i t t e d i n t o 

t h e r e c o r d . The w i t n e s s may be ex c u s e d . Thank 

you. W e ' l l t a k e a 1 5 - m i n u t e b r e a k . 

[A r e c e s s was t a k e n . ] 

CHAIRMAN LEMAY: Okay. We s h a l l 

resume. 

MR. BRUCE: I w o u l d c a l l M e l i s s a T o r b e t 

t o t h e s t a n d , Mr. Chairman. 

MELISSA TORBET 

H a v i n g been f i r s t d u l y sworn upon h er o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 
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EXAMINATION 

BY MR. BRUCE: 

Q. Would you p l e a s e s t a t e your f u l l name 

and c i t y of r e s i d e n c e . 

A. M e l i s s a T o r b e t , T-0-R-B-E-T, and I l i v e 

i n Houston, Texas. 

Q. Who a r e you employed by? 

A. BHP Petroleum. 

Q. I n what c a p a c i t y ? 

A. I'm a s e n i o r p r o d u c t i o n e n g i n e e r . 

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

the D i v i s i o n as a petroleum e n g i n e e r and had your 

c r e d e n t i a l s a c c e p t e d as a matter of r e c o r d ? 

A. Yes. 

Q. Are you f a m i l i a r w i t h e n g i n e e r i n g 

m a t t e r s r e l a t e d to t h e s e two a p p l i c a t i o n s ? 

A. Yes. 

MR. BRUCE: Mr. Chairman, I tender Ms. 

Torbet as an e x p e r t petroleum e n g i n e e r . 

CHAIRMAN LEMAY: Her q u a l i f i c a t i o n s are 

a c c e p t a b l e . 

Q. Ms. T o r b e t , would you p l e a s e r e f e r to 

BHP E x h i b i t 9 and b r i e f l y o u t l i n e i t s c o n t e n t s 

f o r the Chairman? 

A. E x h i b i t 9 i s a net i s o p a c h map of the 
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F r u i t l a n d Coal i n t h e G a l l e g o s Canyon U n i t . The 

c o l o r s r e p r e s e n t d i f f e r e n t t h i c k n e s s e s o f c o a l . 

The d a r k o r a n g e i s 3 0 - p l u s f e e t o f pay. The 

l i g h t e r o r a n g e i s 20 t o 30 f e e t o f pay, and t h e 

y e l l o w i s 10 t o 20 f e e t o f pay. 

The l a r g e , d a r k gas symbols r e p r e s e n t 

c o a l w e l l s t h a t BHP has d r i l l e d t o d a t e . They're 

marked w i t h t h e w e l l number and a l s o t h e t e s t 

r a t e u n d e r n e a t h t h e w e l l number. 

The p u r p o s e o f t h i s map i s t o show t h e 

r i s k a s s o c i a t e d w i t h d r i l l i n g c o a l — o n e o f t h e 

r i s k s . There a r e numerous d o t s , s q u a r e s , 

t r i a n g l e s on t h i s map. Those r e p r e s e n t o t h e r 

w e l l s t h a t have been d r i l l e d , so we have v e r y 

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

L o o k i n g a t t h e r a t e s , you can see how 

h i g h l y v a r i a b l e i t i s , and t h i s has a l r e a d y been 

a w e l l - e s t a b l i s h e d f a c t b e f o r e t h i s Commission 

t h a t t h i c k n e s s o f c o a l does n o t i n d i c a t e a good 

c o a l r a t e , as f a r as a t e s t r a t e . 

Our b e s t w e l l , w h i c h was t h e 389 w e l l 

o v e r on t h e f a r r i g h t , t e s t e d a t 827 Mcf a day. 

The w o r s t w e l l was t h e 392, w h i c h i s on t h e f a r 

l e f t , w h i c h t e s t e d a t 10 Mcf p e r day. Those two 

w e l l s had p r e t t y c l o s e t o t h e same c o a l 
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t h i c k n e s s . 

Q. Okay. Now, i f you s u c c e s s f u l l y 

c o m p l e t e a w e l l , i s t h a t i n d i c a t i v e o f t h e w e l l 

p a y i n g o u t ? 

A. No, n o t n e c e s s a r i l y . What you hope f o r 

when y o u ' r e p r o d u c i n g t h e c o a l i s what we had 

p l a n n e d f o r , was c l a s s i c a l i n c l i n i n g r a t e s . I f 

some o f t h e s e w e l l s , such as t h e 388, w h i c h i s i n 

t h e n o r t h e r n p a r t o f t h e G a l l e g o s Canyon U n i t , i t 

t e s t e d a t 50 Mcf p e r day. 

E s p e c i a l l y w i t h t h e c u r r e n t gas p r i c e 

s i t u a t i o n , i f t h a t w e l l does n o t i n c l i n e , i t may 

n e v e r pay o u t . 

Q. Now, s k i p down a few e x h i b i t s , Ms. 

T o r b e t , t o BHP E x h i b i t 11-A, p l e a s e . Would you 

p l e a s e d e s c r i b e f o r t h e Commission t h e c o n t e n t s 

o f E x h i b i t 11-A? 

A. E x h i b i t 11-A c o n s i s t s o f t h r e e 

p r o d u c t i o n p l o t s f o r t h r e e o f our F r u i t l a n d Coal 

w e l l s . We o n l y have, o f t h e 17 w e l l s t h a t we 

have t e s t e d t o d a t e , o n l y f o u r o f t h o s e w e l l s 

have been on p r o d u c t i o n f o r more t h a n two 

months. 

These a r e p r o d u c t i o n p l o t s f r o m t h r e e 

o f t h o s e f o u r w e l l s . These a r e a l l up i n t h e 
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n o r t h e r n p a r t o f t h e G a l l e g o s Canyon U n i t . The 

c l o s e s t ones t o t h e 390 and 3 9 1 , one o f them i s 

t h e 377. I t shows gas and w a t e r p r o d u c t i o n i n 

b a r r e l s p e r month and Mcf p e r month a l o n g a t i m e 

l i n e , by month and by y e a r . 

The p u r p o s e o f t h e s e t h r e e e x h i b i t s a r e 

j u s t t o show t h a t so f a r we h a v e n ' t seen any 

i n c l i n i n g c o a l b e h a v i o r . 

Q. Now, b e s i d e s t h e r i s k s , y ou t a l k e d 

a b o u t i n i t i a l r a t e s and p r o d u c i n g 

c h a r a c t e r i s t i c s . Are t h e r e o t h e r r i s k s 

a s s o c i a t e d w i t h c o a l gas p r o d u c t i o n ? 

A. I n a d d i t i o n , t h e r e a r e r e s e r v o i r r i s k s 

a s s o c i a t e d w i t h t h e gas c o n t e n t , t h e d i f f u s i v i t y 

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

t h e c o a l . T h e r e ' s a l s o economic r i s k . Even i f 

t h e w e l l i s a v e r y good w e l l , as f a r as 

p r o d u c t i o n and r e s e r v o i r p e r f o r m a n c e , e s p e c i a l l y 

g i v e n t h e s t a t e o f t h e U.S. gas ma r k e t t o d a y , 

t h e r e may be no ma r k e t o r no demand f o r t h e gas. 

And t h e r e ' s a l s o o p e r a t i o n a l r i s k s a s s o c i a t e d 

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

Q. Based on a l l t h e s e f a c t o r s and b e f o r e 

you g e t i n t o each f a c t o r i n d i v i d u a l l y , what 

p e n a l t y does BHP recommend i f t h e s e a p p l i c a t i o n s 
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a r e g r a n t e d and a r i s k p e n a l t y i s assessed? 

A. 150 p e r c e n t . Cost p l u s 150 p e r c e n t . 

Q. Would you p l e a s e r e f e r t o BHP E x h i b i t s 

10 and 1 1 , and d i s c u s s t h e b a s i s o f y o u r r i s k 

a ssessment ? 

A. E x h i b i t 10 i s an e x h i b i t f r o m Case 9593 

w h i c h was a f o r c e p o o l i n g case b r o u g h t by 

M e r i d i a n . I'm n o t s u r e who t h e o t h e r p a r t y was, 

b u t my u n d e r s t a n d i n g i s t h i s case s e t somewhat o f 

a p r e c e d e n t o r s e t a s t a n d a r d o f 156 p e r c e n t f o r 

c o a l bed methane p e n a l t i e s . We're j u s t u s i n g 

t h i s e x h i b i t f o r c o m p a r i s o n p u r p o s e s , because we 

used t h e same m e t h o d o l o g y t o e s t a b l i s h a r i s k 

p e n a l t y f o r o ur w e l l s , t h e 390 and 3 9 1 . 

Q. Would you t h e n go t h r o u g h t h e s e 

e x h i b i t s and d i s c u s s t h e d i f f e r e n t f a c t o r s and 

t h e p e r c e n t a g e s you've used f o r y o u r r i s k 

a ssessment ? 

A. I have f o u r r i s k f a c t o r s l i s t e d , w h i c h 

a r e t h e same ones t h a t were l i s t e d by M e r i d i a n : 

G e o l o g i c a l r i s k , r e s e r v o i r r i s k , economic r i s k 

and o p e r a t i o n s r i s k . 

The g e o l o g i c a l r i s k has t o do w i t h 

c l e a t s p a c i n g , how w e l l t h e c l e a t s a r e 

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

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

t h i n g s r e l a t e t o p e r m e a b i l i t y . 

These a r e r o c k p r o p e r t i e s t h a t a r e n o t 

known u n t i l t h e w e l l i s a c t u a l l y t e s t e d . Even 

a f t e r you d r i l l and l o g t h e w e l l , you may have a 

t h i c k n e s s o f c o a l b u t you d o n ' t know how w e l l t h e 

w e l l i s g o i n g t o t e s t u n t i l you f l o w i t , and t h e n 

you g e t t h e f i r s t i n d i c a t i o n o f how pe r m e a b l e t h e 

r o c k i s . 

We a s s i g n e d a r i s k f a c t o r o f 40 p e r c e n t 

t o t h i s , g e o l o g i c a l r i s k . That i s based on t h e 

a c t u a l w e l l s t h a t we have t e s t e d t o d a t e . Seven 

o f t h o s e 17 w e l l s , o r 40 p e r c e n t , t e s t e d a t r a t e s 

l e s s t h a n 200 Mcf p e r day, w h i c h BHP w o u l d n o t 

d r i l l a w e l l t h a t t e s t e d l e s s t h a n 200 Mcf a day. 

T h a t ' s a m a r g i n a l w e l l f o r us. So, t h a t 40 

p e r c e n t i s based on a c t u a l p r o d u c t i o n d a t a or 

a c t u a l t e s t d a t a o f seven o f t h e 17 w e l l s t e s t i n g 

l e s s t h a n 200. 

Under r e s e r v o i r r i s k , I have l i s t e d 

s u s t a i n e d d e l i v e r a b i 1 i t y , r e s e r v e r e c o v e r y , 

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

t h e s e a r e some o f t h e same r i s k s t h a t M e r i d i a n 

l i s t e d . These have t o do w i t h t h e d e s o r p t i o n 
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c h a r a c t e r i s t i c s , t h e d i f f u s i v i t y o f t h e c o a l , how 

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

w h e t h e r o r n o t i t ' s g o i n g t o i n c l i n e and how l o n g 

i t ' s g o i n g t o l a s t . 

The r i s k f a c t o r I a s s o c i a t e w i t h t h a t 

i s 50 p e r c e n t , w h i c h i s a p r e t t y h i g h number. 

These t y p e s o f numbers, I guess, r e s e r v e 

e s t i m a t e s and p r o d u c t i o n c h a r a c t e r i s t i c s , a r e 

c r i t i c a l t o t h e economic v i a b i l i t y o f t h e 

p r o j e c t . 

And g i v e n t h e f a c t t h a t t h e c o a l i s a 

v e r y u n c o n v e n t i o n a l r e s e r v o i r , i t ' s n o t w e l l 

u n d e r s t o o d , we a s s i g n a h i g h r i s k f a c t o r t h e r e , 

50 p e r c e n t , and t h a t i s an a c t u a l r i s k f a c t o r 

t h a t we've a c t u a l l y used when we've r u n 

ec o n o m i c s . 

Under economic r i s k s , I have m a r k e t i n g , 

w h i c h i s p r i c e and demand. I a s s i g n e d i t a 

5 0 - p e r c e n t r i s k f a c t o r . We t h i n k t h a t t h i s i s 

t h e l a r g e s t r i s k t h a t we're f a c i n g t o d a y , g i v e n 

t h e s t a t e o f t h e U.S. gas market and t h e San Juan 

B a s i n i n p a r t i c u l a r . B a s i c a l l y , we t h i n k we have 

a 50/50 chance now o f making money w i t h our c o a l 

d e v e l o p m e n t . 

O p e r a t i o n s r i s k i s t h e l a s t r i s k 
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f a c t o r . I ' v e r a t e d i t l ow, a t o n l y 10 p e r c e n t , 

i n c o n t r a s t t o M e r i d i a n ' s 70 p e r c e n t . Our w e l l s 

a r e — a n y t i m e you r u n p e r f o r a t i n g guns t o 

p a c k e r s , a n y t h i n g l i k e t h a t i n t h e w e l l , you 

s t a n d a r i s k o f p e r m a n e n t l y damaging t h e w e l l o r 

l o s i n g t h e w e l l . But I f e e l l i k e f o r t h e s e w e l l s 

t h a t ' s a r e l a t i v e l y low r i s k , so I o n l y gave i t 

10 p e r c e n t . So t h e t o t a l i s 150 p e r c e n t . 

Q . P l u s c o s t s ? 

A . P l u s c o s t s . 

Q. Now, g e t t i n g i n t o some o t h e r i s s u e s , 

you were a t t h e o r i g i n a l h e a r i n g i n t h i s m a t t e r , 

w e r e n ' t y o u , Ms. T o r b e t ? 

A . Yes. 

Q. And you h e a r d Mrs. Locke's e n g i n e e r 

t e s t i f y a b o u t p o t e n t i a l damage t o t h e Tycksen 

w e l l ? 

A. Yes. 

Q. L e t ' s g e t i n t o t h a t a l i t t l e b i t . 

F i r s t o f a l l , where i s t h e Tycksen w e l l i n 

r e l a t i o n t o t h e GCU 391 w e l l ? 

A. I t ' s s l i g h t l y s o u t h w e s t o f t h e GCU 

w e l l . I t ' s a b o u t 120 f e e t due w e s t , and t h e n 15 

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

a p p r o x i m a t e l y seven d e g r e e s s o u t h o f due w e s t . 
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Q. A l m o s t s t r a i g h t west? 

A. Yes. 

Q. Now, r e f e r r i n g t o E x h i b i t 11-B, w o u l d 

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

Tyck s e n w e l l ? 

A. The Tyc k s e n w e l l i s b e l i e v e d t o be 

p r o d u c i n g f r o m t h e F r u i t l a n d Sand, w h i c h i s , 

a c c o r d i n g t o 11-B, 11-B i s j u s t a d i a g r a m o f t h e 

two w e l l s c h e m a t i c s s h o w i n g where c a s i n g has been 

s e t , t h e d e p t h s o f t h e c a s i n g s and o f t h e 

h o r i z o n s , t h e p r o d u c i n g h o r i z o n s , and t h e 

d i s t a n c e s between t h e w e l l s and a l s o t h e 

d i s t a n c e s between t h e two h o r i z o n s , and a l s o 

i n d i c a t e s where cement has been c i r c u l a t e d . 

The T ycksen w e l l i s b e l i e v e d t o be 

p r o d u c i n g f r o m t h e F r u i t l a n d Sand, a r o u n d t h e 

s e v e n - i n c h shoe. The s e v e n - i n c h c a s i n g i s n o t 

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

Q. You a l s o have t h e 391 w e l l on t h e r e . 

That has n o t been c o m p l e t e d y e t ? 

A. T h a t ' s c o r r e c t , i t has n o t been. 

Q. What a r e BHP's p r o p o s e d c o m p l e t i o n 

o p e r a t i o n s ? What a r e you g o i n g t o do? 

A. We p l a n t o p e r f o r a t e t h e c o a l , and t h e 

p e r f o r a t i o n s w i l l be c o n t a i n e d i n t h e c o a l 
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i n t e r v a l , and f r a c t u r e - s t i m u l a t e t h e F r u i t l a n d 

Coal w i t h a 70 q u a l i t y foam and sand. 

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

391 w e l l damage, i n any way, t h e Tycksen w e l l ? 

A. I d o n ' t t h i n k so. 

Q. And why n o t ? 

A. I w o u l d l i k e t o r e f e r t o 11-C. 

Q. Okay, l e t ' s move on t o E x h i b i t 11-C. 

A. — w h i l e I do t h i s . 11-C i s a s p a t i a l 

o r i e n t a t i o n o f t h e two w e l l s , t h e Tycksen w e l l 

and t h e GCU No. 391 w e l l , s h o w i n g d i s t a n c e s 

between t h e w e l l s and a n g l e s . T h i s d r a w i n g i s 

n o t t o s c a l e ; however, I t h i n k I ' v e p u t enough 

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

i t . 

The two f a n s t h a t a r e e m a n a t i n g f r o m 

GCU 391 a r e t h e p r e d o m i n a n t f a c e c l e a t s t r i k e , or 

t h a t i s t h e range o f f a c e c l e a t s t r i k e d i r e c t i o n 

i n t h i s a r e a o f t h e b a s i n . 

Q. T h a t ' s 30 t o 50 d e g r e e s e a s t and n o r t h ? 

A. T h a t ' s c o r r e c t . So we w o u l d e x p e c t t h e 

f r a c t u r e t o p r o p a g a t e any i n d u c e d f r a c t u r e s , t o 

p r o p a g a t e i n t h e same d i r e c t i o n as t h e n a t u r a l 

f r a c t u r e s o r t h e f a c e c l e a t s emanate. 

As you can see, i f we d o n ' t a n t i c i p a t e 
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t h e a n g l e t o i n t e r s e c t t h e Tycksen No. 1 

w e l l b o r e - - I s h o u l d back up a l i t t l e b i t and t a l k 

a b o u t f r a c t u r e g e o m e t r y . 

We b e l i e v e t h e f r a c t u r e s t o be 

v e r t i c a l l y o r i e n t e d i n t h e s e w e l l s based on 

t r a c e r l o g a n a l y s i s , and a l s o j u s t on g e n e r a l 

i n d u s t r y k n o w l e d g e . So t h e f r a c t u r e s appear as 

w i n g s , t h e y ' r e v e r t i c a l , and t h e y ' r e o n l y a b o u t a 

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

p o i n t . 

We d o n ' t e x p e c t t h e f r a c t u r e t o l o o k 

l i k e t h e s e f a n s , b u t t h a t i t w o u l d f a l l somewhere 

w i t h i n t h i s 30- t o 50-degree a n g l e . So, number 

one, I t h i n k i t ' s v e r y u n l i k e l y t h a t a f r a c t u r e 

w o u l d i n t e r s e c t t h e w e l l b o r e . Even i f i t d i d 

i n t e r s e c t t h e w e l l b o r e , t h a t foam o r t h e f l u i d 

w o u l d have t o m i g r a t e up t h r o u g h a p p r o x i m a t e l y 82 

f e e t o f cement and d e b r i s i n o r d e r t o g e t i n t o 

t h e T y c k s e n w e l l , w h i c h i s a l s o , I t h i n k , h i g h l y 

u n l i k e l y . 

Q. What i s t h e p a t h o f l e a s t r e s i s t a n c e 

f o r t h e f r a c t u r e ? 

A. W e l l , we b e l i e v e i t w o u l d be t h e c o a l . 

The c o a l i s a v e r y s o f t r o c k . I t ' s v e r y easy t o 

f r a c t u r e . We h a v e n ' t seen f r a c t u r e s g r o w i n g o u t 
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o f t h e c o a l i n any o f our w e l l s . And s o — 

Q. What t y p e o f — w e l l , go ahead. 

A. I j u s t w a n ted t o f u r t h e r e l a b o r a t e t h a t 

even i f we d i d — e v e n i f t h e foam d i d m i g r a t e up 

t h r o u g h 82 f e e t o f cement p l u g and somehow g e t 

i n t o t h e w e l l , i t ' s a foamed f l u i d . I t l o o k s 

l i k e s h a v i n g cream. You c o u l d blow i t o f f y o u r 

hand i f you had a p i l e o f i t . I t ' s a v e r y 

undense o r a v e r y l i g h t w e i g h t f l u i d and i t ' s t h e 

same f l u i d we use when we s t i m u l a t e o u r F r u i t l a n d 

Sand we 1 1 . 

So, I t h i n k t h e i d e a o f permanent 

damage, we w o u l d n ' t pump t h i s f l u i d i n our 

F r u i t l a n d Sand w e l l s i f we t h o u g h t we w o u l d g e t 

permanent damage. I t h i n k i t ' s v e r y u n l i k e l y 

t h a t s t i m u l a t i o n o f t h e 391 w e l l w o u l d i n t e r f e r e 

w i t h t h e Tycksen w e l l , because i t w o u l d t a k e a 

whose s t r i n g o f e v e n t s , a l l o f w h i c h a r e v e r y 

u n l i k e l y t o o c c u r . 

Q. Very b r i e f l y , what i s E x h i b i t 11-D? 

A. 11-D i s a s t r u c t u r e map o f t h e San Juan 

B a s i n t h a t was p r e s e n t e d i n a c o a l bed methane 

workshop t h a t I a t t e n d e d i n Denver, s p o n s o r e d by 

t h e Gas Res e a r c h I n s t i t u t e . 

As f a r as I know, t h e Gas Research 
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I n s t i t u t e has p r e t t y much done t h e d e f i n i t i v e 

s t u d y o r t h e most s t u d y on g e o l o g y o f t h e San 

Juan B a s i n w i t h r e g a r d t o j u s t a b o u t e v e r y t h i n g 

a f f e c t i n g g e o l o g y : Face c l e a t s s t r i k e , 

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

We a r e — i t w o u l d be i n what i s l a b e l e d 

Domain 2a. I t h i n k t h e 391 i s a c t u a l l y w i t h i n 

t h e c i t y l i m i t s o f F a r m i n g t o n . And, i n t h i s 

d i r e c t i o n , t h e f a c e c l e a t s t r i k e i s v e r y w e l l 

e s t a b l i s h e d and i t ' s a v e r y t i g h t s p e c t r u m . 

The f a c e c l e a t s t r i k e d i r e c t i o n s t h a t 

a r e l i s t e d a l o n g t h e b o t t o m a r e based on o u t c r o p s 

o f t h e c o a l . The l i n e l a b e l e d number t h r e e and 

t h e l i n e l a b e l e d number s i x , were based on 

o r i e n t e d s u b s u r f a c e c o r e . One o f t h e s e c o r e s , 

t h e number t h r e e , was f r o m t h e Mesa H a m i l t o n No. 

3 w e l l , and I know i t was used i n t h e c o a l bed 

methane s t u d y t h i s o f f i c e f u n d e d t o d e t e r m i n e 

f a c e c l e a t s t r i k e . And t h i s i s what I based my 

d r a w i n g on. 

Q. Moving on t o a s l i g h t l y d i f f e r e n t 

s u b j e c t , w o u l d you p l e a s e r e f e r t o BHP E x h i b i t s 

12, 12-A and 13, and i d e n t i f y them and t e l l us 

what t h e y r e p r e s e n t ? 

A. 12 and 12-A and 13 a r e a l l gas 
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a n a l y s e s . Number 12 i s a gas a n a l y s i s f r o m t h e 

Tyck s e n No. 1 w e l l , w h i c h i s p r o d u c i n g f r o m t h e 

F r u i t l a n d Sand. 

Number 12-A i s a F r u i t l a n d Sand 

a n a l y s i s f r o m one o f t h e GCU w e l l s , No. 341. You 

can see t h a t t h o s e a r e v e r y s i m i l a r ? 

A. Are t h o s e b o t h F r u i t l a n d Sand w e l l s ? 

A. Yes, t h e y a r e b o t h F r u i t l a n d Sand. 

E x h i b i t 13 i s a F r u i t l a n d Coal gas a n a l y s i s , and 

t h i s i s j u s t t o show t h e d i f f e r e n c e between 

F r u i t l a n d Sand gas and F r u i t l a n d Coal gas. 

A F r u i t l a n d Coal gas i s v e r y h i g h i n 

methane, a1most--we 1 1 , 99 p e r c e n t i n t h i s w e l l , 

so t h e s e a r e b e i n g shown. There was a c o n c e r n on 

t h e p a r t o f L o c k e - T a y l o r t h a t t h e Tycksen w e l l 

was, a t t h i s p o i n t , o r c o u l d be communicated w i t h 

t h e F r u i t l a n d Coal w i t h i n t h e i r w e l l b o r e , and 

based on t h e s e gas a n a l y s e s , we d o n ' t t h i n k t h a t 

t h a t i s c o r r e c t . 

Q. Okay. P l e a s e move on t o E x h i b i t 14, 

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

Commiss i o n . 

A. E x h i b i t No. 14 i s a l e t t e r f r o m Mr. 

E w e l l Walsh t o Mr. T u l l y , b a s i c a l l y g i v i n g t h e 

e s t i m a t e d v a l u e o f n a t u r a l gas on a p r e s e n t w o r t h 
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b a s i s , o r t h e F r u i t l a n d Coal h o r i z o n i n t h e 

Tyc k s e n we 1 1 . 

Q . For t h e n o r t h h a l f o f S e c t i o n 23? 

A. Yes. 

Q. What v a l u e does Mr. Walsh p l a c e on 

t h a t , w i t h o u t t a x c r e d i t ? 

A. W i t h o u t t a x c r e d i t , he had a v a l u e o f 

a p p r o x i m a t e l y — h e had a ran g e o f a p p r o x i m a t e l y 

$222,000 t o $266,000. 

Q. Now, t h e r e ' s a l r e a d y been some 

d i s c u s s i o n , b u t i s BHP, t o t h e b e s t o f y o u r 

k n o w l e d g e , e n t i t l e d t o use t h e t a x c r e d i t ? 

A. No, we're n o t . 

Q. What was t h e v a l u e o f BHP's f i n a l o f f e r 

back i n May o f 1 9 9 0 - - w e l l , I s h o u l d n ' t say " f i n a l 

o f f e r , " b u t i t was back i n May o f 1990 w h i c h was 

t h e one t h a t Mr. R e i n h a r d t d i s c u s s e d ? 

A. We e s t i m a t e d i t a t a p p r o x i m a t e l y 

$200,000. 

Q. So i t ' s p r e t t y s i m i l a r t o Mr. Walsh's 

e v a l u a t i on? 

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

Q. Now, i f BHP's o f f e r had been a c c e p t e d , 

BHP s t i l l w o u l d have had t h e r i s k o f d r i l l i n g and 

c o m p l e t i n g a s u c c e s s f u l w e l l t h e r e , w o u l d i t n o t ? 
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A. T h a t ' s c o r r e c t . 

Q. Mrs. Locke w o u l d n ' t have had t h a t r i s k , 

w o u l d she? 

A . No . 

Q. F i n a l l y , Ms. T o r b e t , t h e r e has been 

some d i s c u s s i o n o f AFE c o s t s . As f a r as 

c o m p l e t i o n c o s t s go, do you e x p e c t t h o s e t o match 

AFE c o s t s ? 

A. Yes. I d o n ' t e x p e c t any 

o v e r e x p e n d i t u r e based on t h e 17 w e l l s t h a t have 

been d r i l l e d and c o m p l e t e d . We have, on a v e r a g e , 

been und e r AFE w i t h r e s p e c t t o t o t a l c o s t t o 

d r i l l and c o m p l e t e . 

Q. Were E x h i b i t s 9 t h r o u g h 14 p r e p a r e d by 

yo u , c o m p i l e d f r o m company r e c o r d s , o r c o m p i l e d 

f r o m p u b l i c domain i n f o r m a t i o n ? 

A . Yes. 

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

t h e s e a p p l i c a t i o n s 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. Chairman, I w o u l d move 

t h e a d m i s s i o n o f BHP E x h i b i t s 9 t h r o u g h 14. 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 
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E x h i b i t s 9 t h r o u g h 14 w i l l be a d m i t t e d i n t o t h e 

r e c o r d . 

CHAIRMAN LEMAY: Mr. C a r r . 

EXAMINATION 

BY MR. CARR: 

Q. Ms. T o r b e t , l e t ' s go t o y o u r E x h i b i t 

No. 9, p l e a s e . I f I u n d e r s t o o d y o u r t e s t i m o n y , 

you used t h i s e x h i b i t t o compare t e s t r a t e s w i t h 

c o a l t h i c k n e s s , i s t h a t c o r r e c t ? 

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

Q. When you t a l k a b o u t t e s t r a t e s , a r e you 

t a l k i n g a b o u t i n i t i a l p o t e n t i a l s ? I s t h a t what 

we're t a l k i n g a b o u t ? 

A. Yes, I t h i n k . I'm n o t s u r e t h e 

d e f i n i t i o n o f i n i t i a l p o t e n t i a l , b u t t h e s e were 

t h e r a t e s t h a t t h e w e l l s were i n i t i a l l y t e s t e d a t 

a f t e r c o m p l e t i o n . 

Q. Now, when you c o m p l e t e t h e s e w e l l s , do 

you g e n e r a l l y f r a c t u r e - s t i m u l a t e a l l o f them? 

A. Yes. 

Q. Have you e x p e r i e n c e d any p r o b l e m s i n 

s t i m u l a t i n g t h e w e l l s i n t h i s a r ea? 

A. Problems? 

Q. Have you had any o f t h e w e l l s s c r e e n 

o u t o r l o c k up? 
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A. Yes, we have had w e l l s s c r e e n o u t . 

Q. Do you f r a c t u r e - s t i m u l a t e them b e f o r e 

you r u n t h e s e i n i t i a l t e s t s and e s t a b l i s h t h e 

t e s t r a t e ? 

A. Yes, we do. We s t i m u l a t e and t h e n 

t e s t . 

Q. I f you have p r o b l e m s 

f r a c t u r e - s t i m u l a t i n g t h e w e l l , t h a t w o u l d 

a d v e r s e l y i m p a c t t h e t e s t r a t e , w o u l d i t n o t ? 

You w o u l d have a l o w e r t e s t r a t e i f you've had 

t r o u b l e and y o u r w e l l s l o c k e d up? 

A. W e l l , t h e w e l l s t h a t we d i d s c r e e n o u t 

on and t h u s were n o t a b l e t o g e t t h e f r a c t u r e 

g e o m e t r y t h a t we had d e s i g n e d f o r , we went and 

r e f r a c t u r e d t h o s e w e l l s . And, on a l l o f t h e s e 

w e l l s t h a t we have had t o r e f r a c t u r e , we have 

s u c c e s s f u l l y p l a c e d t h e f r a c t u r e on t h e second 

a 11 emp t . 

So, I guess t h e answer t o t h e q u e s t i o n 

i s I d o n ' t b e l i e v e t h a t i s t h e case. 

Q. Your t e s t i m o n y i s t h a t t o d a t e , even 

when you've had t r o u b l e f r a c ' i n g a w e l l , you've 

been a b l e t o go back and overcome t h a t p r o b l e m ? 

A. Yes. 

Q. So y o u ' r e n o t e x p e c t i n g any p r o b l e m i n 
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c o m p l e t i n g t h e w e l l s , i n t e r m s o f 

f r a c t u r e - s t i m u l a t i n g ? 

A . No . 

Q. Now, t h i s e x h i b i t shows no d i r e c t 

c o r r e l a t i o n between t e s t r a t e s and t h i c k n e s s , i s 

t h a t c o r r e c t ? 

A . T h at 1 s c o r r e c t . 

Q. I f you were t r y i n g t o d e t e r m i n e where 

t o d r i 11 a w e l l o u t i n t h i s a r e a , you w o u l d 

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

f o r m a t i on p o s s i b l e , w o u l d you n o t ? 

A . Yes. P r o b a b l y . 

Q • P r o b a b l y ? 

A . S i n c e t h e c o a l i s i n an unknown 

r e s e r v o i r , we t e n d t o , I guess, use what we know 

a b o u t c o n v e n t i o n a l r e s e r v o i r s t o make our 

d e c i s i o n s . And t h a t i s a t r u e s t a t e m e n t o f a 

c o n v e n t i o n a l r e s e r v o i r . You w o u l d t e n d t o d r i l l 

i n t h e t h i c k e s t p o r t i o n . 

Q. Would t h a t n o t a p p l y h e r e , t o y o u r 

knowledge? Would you be t r y i n g t o d r i l l i n t h e 

t h i c k e s t p o r t i o n o f t h e r e s e r v o i r you c o u l d f i n d ? 

A. Yes. 

Q. The t h i c k e r t h e r e s e r v o i r , i t t e n d s t o 

show more u l t i m a t e r e c o v e r a b l e r e s e r v e s i n t h a t 
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area ? I s n ' t t h a t what i t t e n d s t o show? 

A. I d o n ' t know t h a t we can say i t t e n d s 

t o show a n y t h i n g y e t because we've had no 

p r o d u c t i o n h i s t o r y , b u t we w o u l d hope t h a t w o u l d 

be t h e case. 

Q . And t h e w e l l s you've d r i l l e d i n S e c t i o n 

23 a r e i n t h e t h i c k e r p o r t i o n s o f t h e r e s e r v o i r ? 

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

Q. L e t ' s go t o y o u r E x h i b i t No. 11-A. 

T h i s e x h i b i t j u s t shows some l i m i t e d p r o d u c t i o n 

i n f o r m a t i o n on t h r e e o f , I b e l i e v e you s a i d , f o u r 

w e l l s t h a t have any p r o d u c t i o n h i s t o r y t o d a t e ? 

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

Q. Can you t e l l me why t h e r e a r e s p i k e s i n 

t h e p r o d u c i n g r a t e ? Why, i n l a t e 1990, on t h e 

G a l l e g o s Canyon 377, t h e r a t e d r o p s way down i n , 

I t h i n k i t i s , J u l y o r August? 

A. No, I c o u l d n ' t a d d r e s s t h a t p a r t i c u l a r 

s p i k e . 

Q. The t h r e e w e l l s t h a t a r e i n t h i s 

e x h i b i t , a l l o f t h e s e a r e w e l l s t h a t you w o u l d 

e x p e c t t o pay o u t , i s n ' t t h a t t r u e ? 

A. W e l l , we w o u l d hope t h e y w o u l d . 

Q. I f t h e r e i s , a r e you a b l e t o s e l l a l l 

o f t h e gas t h a t you can p r o d u c e f r o m t h e s e w e l l s ? 
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A. W e l l , as a m a t t e r o f f a c t , r i g h t now 

most o f t h e f i e l d i s s h u t i n because we c a n ' t 

s e l l t h e gas. 

Q. Why a r e you u n a b l e t o s e l l t h e gas? 

A. Because t h e gas p r i c e i s so low. 

Q. I s t h a t a d e c i s i o n t h a t BHP has made, 

n o t t o e n t e r s p o t - m a r k e t c o n t r a c t s w h i l e t h e 

p r i c e i s t h i s low? 

A. W e l l , I c a n ' t r e a l l y answer t h a t 

because I was n o t , you know, I d i d n ' t make t h a t 

dec i s i o n . 

Q. I s t h e r e c a p a c i t y i n t h e p i p e l i n e t o 

move t h e gas i f you d e l i v e r e d i t i n t o t h e 

g a t h e r i n g l i n e ? 

A. I d o n ' t know. 

Q. When we t a l k a b o u t m a r k e t b e i n g a 

f a c t o r i n r i s k , i n t r y i n g t o f i n d o u t , when 

y o u ' r e t a l k i n g a b o u t m a r k e t , t h a t t h e r e i s no 

mar k e t a v a i l a b l e t o you i f y o u ' r e w i l l i n g t o 

s e l l , o r i f y o u ' r e making a d e c i s i o n f o r p r i c e o r 

o t h e r r e a s o n s n o t t o s e l l , do you know why y o u ' r e 

n o t a b l e t o s e l l t o d a y o r why y o u ' r e n o t s e l l i n g 

t oday? 

A. W e l l , no, I c a n ' t say t h a t I know a l l 

t h e f a c t s r e g a r d i n g t h a t , e x c e p t t h a t t h e p r i c e 
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i s v e r y 1ow. 

Q. L e t ' s go and t a k e a l o o k a t y o u r 

E x h i b i t s 10 and 1 1 . I am g o i n g t o ask you some 

q u e s t i o n s a b o u t r i s k f a c t o r , and I want you t o 

u n d e r s t a n d t h a t I'm l o o k i n g a t a r i s k f a c t o r 

t h a t ' s a u t h o r i z e d by a s t a t u t e t h a t says t h e 

p o o l i n g o r d e r s y o u ' r e s e e k i n g may i n c l u d e a 

c h a r g e f o r t h e r i s k i n v o l v e d i n t h e d r i l l i n g o f 

such w e l i s . 

I'm t a l k i n g a b o u t t h e d r i l l i n g o f t h e s e 

w e l l s , and i t says i t may n o t exceed 200 p e r c e n t 

o f t h e n o n c o n s e n t i n g w o r k i n g i n t e r e s t owner's 

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

w e l l . So we're t a l k i n g a b o u t d r i l l i n g and 

c o m p l e t i n g , under t h i s s t a t u t e . 

I f I l o o k a t what t h e you p r e s e n t e d as 

E x h i b i t No. 10, i f I u n d e r s t o o d i t , t h i s was j u s t 

f o r c o m p a r a t i v e p u r p o s e s an e x h i b i t o f f e r e d by 

M e r i d i a n i n a case w h i c h r e s u l t e d i n a 

1 5 6 - p e r c e n t p e n a l t y b e i n g imposed on a w e l l , i s 

t h a t c o r r e c t ? 

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

Q. I b e l i e v e you t e s t i f i e d t h a t you 

u n d e r s t o o d t h i s t o be t h e n o r m a l p e n a l t y t h a t was 

imposed on F r u i t l a n d Coal w e l l s ? 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

13 

14 

15 

16 

1 7 

1 8 

19 

20 

2 1 

2 2 

23 

24 

25 

209 

A. I u n d e r s t o o d i t t o be somewhat o f a 

s t a n d a r d . 

Q. I n o b t a i n i n g E x h i b i t 10 f r o m Case 9593, 

d i d you l o o k a t t h e t r a n s c r i p t o f t h a t case? 

A. Yes. 

Q. And a 1 5 6 - p e r c e n t p e n a l t y r e s u l t e d i n 

t h a t case, d i d i t n o t ? 

A. Yes. 

Q. Those w e l l s had n o t been d r i l l e d , had 

t h e y ? 

A. The r i s k p e n a l t y a n a l y s i s p e r f o r m e d by 

M e r i d i a n , as I u n d e r s t a n d i t , was based on, n o t 

p a r t i c u l a r l y t h e w e l l s t h a t t h e y were t r y i n g t o 

f o r c e p o o l , b u t on t h e i r o p e r a t i n g e x p e r i e n c e i n 

o t h e r w e l l s t h a t t h e y had. They based t h e i r r i s k 

on t h e i r e x p e r i e n c e , n o t on t h e p a r t i c u l a r w e l l s 

t h a t were b e i n g f o r c e p o o l e d . 

Q. Now, i n y o u r E x h i b i t 1 1 , y o u ' r e b a s i n g 

t h i s on t h e p a r t i c u l a r w e l l , i s t h a t r i g h t ? 

A. No. We're b a s i n g o u r s on t h e w e l l s 

t h a t we have d r i l l e d t o d a y , w h i c h i s n o t as many 

as M e r i d i a n had, b u t we have 17. 

Q. B o t h o f y o u , t h o u g h , were b a s i n g t h e s e 

c a l c u l a t i o n s on y o u r e x p e r i e n c e i n d r i l l i n g 

F r u i t l a n d C oal w e l l s ? 
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A. T h a t ' s c o r r e c t . 

Q. And i n t h e case t h a t M e r i d i a n p r e s e n t e d 

t o t h e D i v i s i o n , t h e w e l l had n o t been d r i l l e d a t 

t h a t t i m e t h a t was i n v o l v e d i n Case 9593, 

c o r r e c t ? 

A. To my k n o w l e d g e , y e s , t h a t ' s c o r r e c t . 

Q. And t h e y g o t a 1 5 6 - p e r c e n t p e n a l t y i n 

t h a t case? 

A . C o r r e c t . 

Q. Now, we're t a l k i n g a b o u t p o o l i n g 

a p p l i c a t i o n s where t h e w e l l s have a l r e a d y been 

d r i l l e d t o t o t a l d e p t h , c o r r e c t ? 

A . T h a t ' s r i g h t . 

Q. T h e y ' r e d r i l l e d i n and ab o u t t h e c i t y 

o f F a r m i n g t o n i n t h e G a l l e g o s Canyon U n i t a r e a , 

i s t h a t c o r r e c t ? 

A. Yes. 

Q. T h a t ' s a much s h a l l o w e r a r e a , i s i t 

n o t , t h a n where t h e w e l l s t h a t were b e i n g 

d i s c u s s e d i n t h i s M e r i d i a n case were a c t u a l l y 

p r o p o s e d t o be l o c a t e d ? 

A. Yes. 

Q. So t h e r e were a c t u a l l y more r i s k s 

a s s o c i a t e d w i t h d r i l l i n g d e e p e r , as M e r i d i a n was 

p r o p o s i n g t o do, t h a n o u t where you a r e w i t h a 
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r e l a t i v e l y s h a l l o w w e l l ? 

A. T h a t ' s c o r r e c t , and t h a t ' s why t h e y had 

70 p e r c e n t on m e c h a n i c a l r i s k , where we o n l y have 

10 p e r c e n t on m e c h a n i c a l r i s k because, 

m e c h a n i c a l l y s p e a k i n g , we're i n a much l e s s r i s k y 

e n v i r o n m e n t . 

Q. And y e t w i t h t h e w e l l b o r e a l r e a d y 

d r i l l e d , y o u ' r e a s k i n g f o r a p e n a l t y j u s t s i x 

p e r c e n t l e s s t h a n t h e M e r i d i a n w e l l t h a t had n o t 

been d r i l l e d i n a m e c h a n i c a l l y more r i s k y a rea? 

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

Q. L e t ' s l o o k a t t h e s e two. You've used 

t h e same f o u r b a s i c c a t e g o r i e s , c o r r e c t ? 

A. Yes. 

Q. L e t ' s go t o g e o l o g i c a l r i s k . The f i r s t 

i t e m i n t h e M e r i d i a n a n a l y s i s i s c o a l 

s t r a t i g r a p h y and t h i c k n e s s . You've t a k e n t h a t 

o u t , h a v e n ' t you? 

A. Yes. 

Q. You know t h a t now, d o n ' t you? 

A. We know t h e t h i c k n e s s . 

Q. Because t h e w e l l b o r e i s a l r e a d y t h e r e ? 

A. R i g h t . 

Q. And you know t h e s t r a t i g r a p h y ? 

A. I'm n o t s u r e . 
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Q. You know where t h e zones a r e s t a c k e d , 

one i n r e g a r d t o t h e o t h e r ? 

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

Q. The o t h e r two i t e m s a r e c l e a t i n g 

f r a c t u r e s . You d i d l o g t h e w e l l s ? 

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

Q. D i d you do any m i c r o l o g s t o d e t e r m i n e 

o r g a i n i n f o r m a t i o n t h a t m i g h t h e l p you p r e d i c t 

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

f o r m a t i o n ? 

A . No . 

Q. Coal c h a r a c t e r i s t i c s . You d i d n ' t 

d i s c u s s t h a t . What does t h e t e r m " c o a l 

c h a r a c t e r i s t i c s " mean t o you? 

A. C l e a t s p a c i n g , f r a c t u r e i n t e n s i t y . 

Q. Does i t mean t h e same t h i n g as c l e a t i n g 

and f r a c t u r e s ? 

A. W e l l , t h e f r a c t u r e i n t e n s i t y i s a 

l i t t l e b i t d i f f e r e n t f r o m w h e t h e r o r n o t 

f r a c t u r e s a r e - - I mean, t h e c l e a t i n g and f r a c t u r e s 

e n compasses--I d o n ' t know how t o say t h i s . 

Whether o r n o t t h e c l e a t i n g 

c h a r a c t e r i s t i c s i n t h e f r a c t u r e s a r e p r e s e n t , 

w h e t h e r o r n o t t h e y ' r e i n n e r c o n n e c t e d , how 

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

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

a r e a l l what I c o n s i d e r t o be c l e a t i n g 

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

c h a r a c t e r i s t i c s . I was n o t n e c e s s a r i l y t r y i n g t o 

ass i gn — 

Q. 20 p e r c e n t t o one and 20 p e r c e n t t o t h e 

o t h e r ? 

A. R i g h t . I was j u s t l i s t i n g some o f t h e 

c h a r a c t e r i s t i c s t h a t a r e unde r g e o l o g i c a l r i s k . 

Q. How do t h e s e c h a r a c t e r i s t i c s d i f f e r 

f r o m r e s e r v o i r r i s k s ? 

A. W e l l , even i f t h e w e l l i s — e v e n i f you 

have a good r o c k , i n o t h e r w o r d s , i t ' s h i g h l y 

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

what I c o n s i d e r t o be r e s e r v o i r r i s k i s more t o 

do w i t h t h e d e s o r p t i o n c h a r a c t e r i s t i c s o f t h e 

c o a l , t h e d i f f u s i v i t y o f t h e c o a l , how t h e w e l l 

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

o v e r t i m e , and t h e u l t i m a t e r e c o v e r y o f t h e w e l l . 

Q. I f we l o o k a t t h e r e s e r v o i r r i s k , what 

i n f o r m a t i o n do you have on t h i s r e s e r v o i r a t t h i s 

t i m e ? Do you know t h e d e s o r p t i o n c h a r a c t e r i s t i c s 

o f t h e c o a l ? 

A. We have c o r e s t h a t we t o o k i n s e v e r a l 
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w e l l s , b u t t h a t k i n d o f g e t s i n t o a n o t h e r s u b j e c t 

a l t o g e t h e r , b u t my o p i n i o n i s t h a t , as an 

i n d u s t r y , nobody knows what t h e c o a l d e s o r p t i o n 

c h a r a c t e r i s t i c s a r e . We t e s t i n a c e r t a i n way 

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

c o n d i t i o n s . 

Q. B e f o r e you d r i l l e d t h e w e l l s , t h e 390 

and t h e 3 9 1 , you a c t u a l l y had a — d r i l l e d some 

p i l o t w e l l s , d i d you n o t ? 

A. Yes. 

Q. And you t o o k — w h a t were t h e y ? - - s i d e -

w a l 1 c o r e s ? 

A. These were h o l e c o r e s . 

Q. And you g o t some d e s o r p t i o n d a t a on 

t h o s e c o r e s , d i d you n o t ? 

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

Q. The r e s u l t was t h a t t h e y showed maximum 

case gas c o n t e n t v a l u e s when t h e y were a c t u a l l y 

d e s o r b e d , i s n ' t t h a t r i g h t ? Do you know what 

k i n d o f a r e s u l t you g o t when t h e s e were a c t u a l l y 

d e s o r b e d , o r when you t r i e d t o — 

A. I ' v e seen t h e c o a l d e s o r p t i o n c u r v e s . 

Q. How w e l l d i d t h e y p e r f o r m i n t e r m s o f 

d e s o r b i n g ? 

A. Are you t a l k i n g w i t h r e s p e c t t o 
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p r e s s u r e d e c l i n e , o r what do you mean? 

Q. What s o r t o f gas c o n t e n t v a l u e s d i d you 

g e t when you d e s o r b e d t h e s e c o r e s ? 

A. I c o u l d n ' t t e l l you r i g h t now. I 

d i d n ' t b r i n g t h a t d a t a . 

Q. When t h e 390 and 391 were d r i l l e d , you 

d i d n ' t a t t e m p t t o t a k e any s i d e - w a l l c o r e s , d i d 

you? 

A . No . 

Q. That w o u l d have g i v e n you some 

i n f o r m a t i o n as i t r e l a t e s t o r e s e r v o i r r i s k , 

i s n ' t t h a t c o r r e c t ? 

A. P r o b a b l y , y e s . 

Q. D i d you have a g e o l o g i s t on t h e 

l o c a t i o n t o t a k e c o a l samples as t h e y came up? 

A. I'm n o t aware i f we d i d o r n o t . 

Q. Do you know i f any samples were t a k e n 

o r e f f o r t s were made t o see what s o r t o f 

d e s o r p t i o n you c o u l d g e t f r o m t h o s e ? 

A . No . 

Q. Why wasn't t h a t done? D i d you f e e l 

l i k e you d i d n ' t need t h a t i n f o r m a t i o n on t h a t 

w e l l ? 

A. We t o o k , I t h i n k , t h r e e o r f o u r c o r e s 

i n t h e p i l o t a n a l y s i s and we used t h o s e . We 
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e x t r a p o l a t e d t h e r e s u l t s f r o m t h o s e w e l l s t o t h e 

o t h e r w e l l s , t o e s t i m a t e t h o s e p a r a m e t e r s . 

Q. And t h o s e p a r a m e t e r s you have r e a l l y 

t e l l you what s o r t o f a r e s e r v o i r r i s k y o u ' r e 

l o o k i n g a t , i s n ' t t h a t r i g h t ? 

A. No, t h a t ' s n o t r i g h t . 

Q. Why i s t h a t n o t t h e case? 

A. The way c o a l o r gas d e s o r b s f r o m c o a l 

and t h e way we t e s t f o r t h a t a r e two t o t a l l y 

d i f f e r e n t t h i n g s . 

The way t h a t t h e t e s t s a r e done, p i e c e s 

o f c o a l a r e g r o u n d up. They a r e p u t i n t o 

d e i o n i z e d w a t e r and t h e n p r e s s u r e - - g a s r e l e a s e 

a r e m o n i t o r e d . 

T h a t ' s n o t t h e way i t o c c u r s i n t h e 

r e s e r v o i r . You're n o t c r u s h i n g t h e c o r e . You 

have s a l t w a t e r as opposed t o d e i o n i z e d w a t e r . 

I n my o p i n i o n , d e s o r p t i o n d a t a may be good f o r 

t o t a l gas c o n t e n t , b u t t h e way t h a t t h e r e s e r v o i r 

a c t u a l l y p e r f o r m s o v e r t i m e i s n o t u n d e r s t o o d . 

We use t h a t i n t h e i n d u s t r y f o r 

r e l a t i v e — I mean, you can t e l l i f you have one 

c o a l t h a t has a c e r t a i n b e h a v i o r , i t l o o k s b e t t e r 

t h a n a n o t h e r c o a l t h a t has a c e r t a i n o t h e r 

b e h a v i o r , b u t how i t ' s g o i n g t o p e r f o r m when i t 
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a c t u a l l y p r o d u c e s , i t may n o t p e r f o r m on an 

i s o t h e r m t h a t you g e t f r o m c o r e d a t a . 

Q. I s n ' t i t t r u e t h a t t h e r e a s o n you w o u l d 

t r y and o b t a i n d e s o r p t i o n d a t a i s t o e n a b l e you 

t o e v a l u a t e r e s e r v o i r r i s k ? 

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

Q. And i n t h i s case you o b t a i n e d 

d e s o r p t i o n d a t a i n t h e p i l o t p r o j e c t ? 

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

Q. You d i d n o t o b t a i n i t h e r e ? 

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

Q. You c o u l d have i f you had d e t e r m i n e d t o 

do t h a t ? 

A. Yes, we c o u l d have. 

Q. Now, l e t ' s go t o economic r i s k . I n 

y o u r p e n a l t y c a l c u l a t i o n , you p u t 50 p e r c e n t on 

what you've l a b e l e d m a r k e t i n g , p r i c e and demand, 

c o r r e c t ? 

A. Yes. 

Q. M a r k e t i n g , p r i c e and demand, none o f 

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

w e l l , i s n ' t t h a t f a i r t o say? 

A. W e l l , I w o u l d d i s a g r e e w i t h t h a t . The 

w e l l s a r e b e i n g d r i l l e d u nder c e r t a i n — a l l t h e 

r i s k f a c t o r s r e l a t e t o t h e v i a b i l i t y o f t h e 
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p r o j e c t e c o n o m i c a l l y , so — 

Q. L e t ' s suppose t h e p r i c e goes down and 

you g e t a w e l l l i k e y o u r 389, okay? 

A. Okay. 

Q. And you d e c i d e n o t t o s e l l . I t s t a y s 

i n t h e g r o u n d , does i t n o t ? 

A. Yes. 

Q. And t h e s e p r i c i n g f a c t o r s r e a l l y r e l a t e 

t o t i m e o f pay o u t , do t h e y n o t ? 

A. Yes. 

Q. Not t o u l t i m a t e r e c o v e r y ? 

A. I d o n ' t know i f I can a d d r e s s t h a t . I 

d o n ' t know i f i t r e l a t e s t o u l t i m a t e r e c o v e r y o r 

n o t . I know t h e r e a r e some r e s e r v o i r s t h a t a r e 

s e n s i t i v e t o w i t h d r a w a l r a t e , b u t I d o n ' t know 

t h a t t h e c o a l i s . 

Q. A r e n ' t t h e e l e m e n t s o f m a r k e t i n g and 

p r i c e and demand s o m e t h i n g t h a t i s , a t l e a s t t o 

some e x t e n t , w i t h i n t h e c o n t r o l o f BHP a f t e r t h e 

w e l l i s d r i l l e d ? These a r e n o t d r i l l i n g r i s k s 

b u t a r e t h i n g s t h a t you have some i n p u t and can 

c o n t r o l , t o some e x t e n t , a f t e r d r i l l i n g , i s n ' t 

t h a t r i g h t ? 

A. We c a n ' t c o n t r o l t h e ma r k e t and we 

c a n ' t c o n t r o l t h e demand. 
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Q. Can you c o n t r o l w h e t h e r o r n o t y o u ' r e 

s e l l i n g i t under a l o n g - t e r m c o n t r a c t o r making 

s p o t s a l e s ? 

A. Yes. 

Q. And y o u ' r e s e l l i n g t h i s i n t h e s p o t 

m a r k e t now, a r e you n o t ? When you s e l l ? 

A. I d o n ' t know how t h e s e a r e b e i n g s o l d . 

Q. You can d e t e r m i n e i f you a r e s e l l i n g i n 

a s p o t m a r k e t w h e t h e r y o u ' r e g o i n g t o s e l l t h i s 

month o r s h u t i n , i s n ' t t h a t r i g h t ? 

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

Q. So you w o u l d have c o n t r o l o v e r t h a t . I 

guess demand c o u l d depend on what f a c i l i t i e s a r e 

t h e r e t o t a k e t h e gas, i s n ' t t h a t r i g h t ? 

A. Demand? 

Q. I f t h e r e ' s i n a d e q u a t e f a c i l i t i e s t o 

move t h e gas, t h a t w o u l d be--

A. — a r e s t r i c t i o n , y e s , t h a t ' s c o r r e c t . 

Q. Do you know i f t h e r e i s any r e s t r i c t i o n 

a t t h e g a t h e r i n g l i n e s t o t a k e t h e gas? 

A. There was a t one t i m e , and I'm n o t s u r e 

i f i t ' s s t i l l i s t h e r e o r n o t . E l Paso d i d have 

some r e s t r i c t i o n s i n t h e i r l i n e s a t one t i m e . 

Q. Hasn't BHP i n f a c t a c q u i r e d t h e s e l i n e s 

f r o m E l Paso - - t h e g a t h e r i n g l i n e s ? 
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A. No, we h a v e n ' t a c q u i r e d them. 

Q. Have you been a t t e m p t i n g t o n e g o t i a t e 

t h e c o n t r o l o f t h e s e l i n e s f r o m E l Paso? 

A. Yes, we have d i s c u s s e d i t w i t h E l Paso. 

Q. Does BHP Gas M a r k e t i n g p u r c h a s e i n t h i s 

a r e a ? 

A. Excuse me? 

Q. Are you f a m i l i a r w i t h a company c a l l e d 

BHP Gas M a r k e t i n g ? 

A . No . 

Q. Would you know i f t h a t ' s t h e 

s p o t - m a r k e t company t h a t p u r c h a s e s gas f r o m t h i s 

f i e l d ? 

A . No . 

Q. The b o t t o m l i n e i s t h o u g h , i s n ' t i t , 

Ms. T o r b e t , what y o u ' r e l a b e l i n g as economic r i s k 

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

d r i l l i n g t h a t a r e p a r t i a l l y w i t h i n BHP's c o n t r o l ? 

A. Would you p l e a s e r e p e a t t h a t ? 

Q. I s n ' t i t r e a l l y t r u e t h a t what you have 

l a b e l e d as economic r i s k a r e m a r k e t i n g i t e m s 

t h a t , one, o c c u r r e a l l y a f t e r you've d r i l l e d and 

c o m p l e t e d a w e l l ? 

A. Yes, t h a t ' s t r u e . However, t h e 

d r i 1 1 i n g - - t h e d e c i s i o n t o d r i l l i s based on 
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t h o s e — 

Q. I s n ' t i t t r u e t h a t i f you can c o n t r o l 

and d e c i d e t o s e l l and l e a v e i t i n t h e g r o u n d 

u n t i l t h e p r i c e comes up, o r a t t e m p t t o g a i n 

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

m a r k e t i n g company, w h e t h e r y o u r own o r somebody 

e l s e ' s you s e l l t h i s t o , a r e n ' t t h o s e a l l t h i n g s 

t h a t a r e p a r t i a l l y w i t h i n y o u r c o n t r o l ? 

A. I w o u l d say t h a t , y e s , w h e t h e r t o s e l l 

or n o t i s w i t h i n o u r c o n t r o l , assuming t h a t t h e r e 

i s no r e s t r i c t i o n i n l i n e o r o t h e r r e s t r i c t i o n . 

Q. And t h o s e a r e a l l f a c t o r s t h a t f a l l 

u n d e r what you've g r o u p e d t o g e t h e r as a 

5 0 - p e r c e n t i n c r e a s e i n p e n a l t y e n t i t l e d m a r k e t , 

i s t h a t r i g h t ? 

A. Yes, I t h i n k so. 

Q. You're recommending j u s t a 1 0 - p e r c e n t 

r i s k as i t r e l a t e s t o t h e a c t u a l c o m p l e t i o n 

o p e r a t i o n ? 

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

Q. The w e l l has been d r i l l e d b u t you s t i l l 

have n o t c o m p l e t e d i t ? 

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

Q. I f we l o o k a t y o u r E x h i b i t 11-C, what 

t h e s e f a n s show, as you s a i d , a r e t h e p r e d o m i n a n t 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

23 

24 

25 

222 

f a c e c l e a t s t r i k e . Now, t e l l me, when you 

f r a c t u r e a w e l l , do you e x p e c t them t o be 

r e l a t i v e l y s t r a i g h t f a c t o r s o r do t h e y meander? 

A. I w o u l d n ' t say t h e y ' r e p e r f e c t l y 

s t r a i g h t . They may meander somewhat. 

Q. When you c a l l e d t h i s f a n t h e 

p r e d o m i n a n t s t r i k e , i s i t p o s s i b l e i t c o u l d d r i f t 

o u t s i d e t h i s f a n when you a c t u a l l y f r a c t u r e t h e 

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

A. W e l l , Mr. C a r r , a n y t h i n g i s p o s s i b l e . 

Q. But i s i t p o s s i b l e t o t h e e x t e n t t h a t , 

i t ' s n o t l i k e w i n n i n g t h e P u b l i s h e r ' s C l e a r i n g 

House s w e e p s t a k e s , i s i t , Ms. T o r b e t , b u t i t ' s 

p o s s i b l e t h a t t h a t c o u l d happen? 

A. Yes, i t ' s p o s s i b l e , b u t i m p r o b a b l e . 

Q. Why do t h e y r u n i n t h i s p a r t i c u l a r 

d i r e c t i o n ? Do y o u , as an e n g i n e e r , have an 

o p i n i o n as t o why t h e y a r e o r i e n t e d i n t h i s 

d i r e c t i o n ? 

A. I t has t o do w i t h t h e - - a n d I'm n o t a 

g e o l o g i s t so I d o n ' t want t o p r e t e n d t o be an 

e x p e r t g e o l o g i s t , b u t I know i t has t o do w i t h 

t h e s t r e s s , t h e t e c t o n i c s t r e s s o f t h e r o c k . 

Q . Does t h a t r e l a t e t o t h e g e n e r a l s l o p e 

o r shape o f t h e f o r m a t i o n ? Maybe we c o u l d move 
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t o E x h i b i t 11-D. 

A . Okay. 

Q. N e i t h e r o f us a r e g e o l o g i s t s . I f we 

l o o k a t 11-D, how do you know t h a t t h e s e 

p a r t i c u l a r f r a c c l e a t s t r i k e s a r e as d e p i c t e d on 

t h i s p a r t i c u l a r e x h i b i t ? 

A. How do I know? 

Q . Yes. 

A . I guess I'm--

Q. We have an e x h i b i t h e r e , and i t shows 

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

i d e n t i f i e d as Domain 2a, t h a t t h e s e f a c e c l e a t 

s t r i k e s r u n as you have shown on y o u r d i a g r a m , 

w h i c h i s — 

A. 11-C. 

Q. How do you know t h e y r u n i n t h a t 

d i r e c t i o n ? 

A. W e l l , l i k e I s a i d , t h i s i s p u b l i s h e d 

d a t a . The GRI d i d an e x t e n s i v e s t u d y . I ' v e 

t a l k e d t o N e i l W h i t e h e a d who works f o r t h e New 

Mexico Bureau o f Mines. He d i d t h i s s t u d y on t h e 

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

I ' v e t a l k e d w i t h Mr. W a l t A y r e s who, a t t h e t i m e , 

was w o r k i n g f o r t h e Bureau o f Economic Geology, 

and he was i n v o l v e d w i t h t h e s u b s u r f a c e c o r e , 
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o r i e n t e d c o r e d a t a . 

Q. I f you l o o k a t t h i s , d o n ' t t h e y appear 

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

f o r m a t i o n ? 

A. I n some a r e a s t h e y do. 

Q. Do you know w h e t h e r o r n o t t h a t m i g h t 

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

f r a c s ? 

A. I d o n ' t . I do know, f r o m t a l k i n g w i t h 

t h e g e o l o g i s t who p r e p a r e d t h i s s t u d y , i t ' s v e r y 

c o n s i s t e n t t h r o u g h Domain 2a. 

Q. When we move up n o r t h , r i g h t below t h e 

Colorado/New Mexico l i n e , we have one t h a t ' s 

v i r t u a l l y e a s t / w e s t , i s n ' t t h a t t r u e ? 

A. That i s t r u e . 

Q. I s n ' t t h a t an a r e a where a c t u a l l y t h e 

f o r m a t i o n i s c o n t o u r e d i n more o f a n o r t h / s o u t h 

d i r e c t i o n ? 

A. T h a t ' s t r u e . 

Q. I f we l o o k a r o u n d t h e c i t y o f 

F a r m i n g t o n , a r e n ' t t h e c o n t o u r s s t a r t i n g t o t u r n 

up t o w a r d t h e n o r t h , as we come t h r o u g h t h a t 

a r e a ? 

A. N o r t h o f F a r m i n g t o n t h e y do. 

Q. When you go k i n d o f s o u t h and w e s t , 
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d o n ' t you see an a c t u a l t u r n ? 

A. W e l l , t h e r e ' s a g r a d u a l change, b u t I 

d o n ' t know t h a t I w o u l d n e c e s s a r i l y c a l l t h a t a 

t u r n . 

Q. I s i t y o u r t e s t i m o n y t h a t you d o n ' t 

know t h e b a s i s b e h i n d t h i s p a r t i c u l a r 

o r i e n t a t i o n ? You're j u s t a c c e p t i n g t h i s p aper? 

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

Q. I s i t a l s o f a i r t o say t h a t y o u ' r e 

r e a l l y n o t g o i n g t o know, i n f r a c t u r i n g t h e 

G a l l e g o s Canyon 391 w e l l , y o u ' r e n o t g o i n g t o 

know w h e t h e r o r n o t you've i n t e r s e c t e d t h e 

Tyc k s e n w e l l u n t i l you a c t u a l l y go o u t t h e r e and 

t r y i t ? 

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

Q. T h a t ' s when w e ' l l r e a l l y know? 

A. T h a t ' s t r u e . You d o n ' t e v e r r e a l l y 

know u n t i l i t happens. 

Q. And t h e n , i f we d i d t h a t , you s a i d 

t h e r e w o u l d be foam t h a t w o u l d g e t i n t o t h e 

Tyc k s e n w e l l ? 

A. I t h i n k t h a t t h e r e c o u l d be a s m a l l 

amount o f foam, assuming t h a t t h e foam can 

m i g r a t e up t h r o u g h 82 f e e t o f cement, sand and 

o t h e r d e b r i s , w h i c h i s a l s o a v e r y u n l i k e l y 
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e v e n t . T h a t ' s why I t h i n k i t ' s u n l i k e l y , because 

a w h o l e s t r e a m , n o t j u s t one u n l i k e l y e v e n t , 

w o u l d have t o o c c u r , b u t t h e whole s t r e a m o f 

u n l i k e l y e v e n t s w o u l d have t o o c c u r . 

Q. That w o u l d be f o l l o w e d by sand, w o u l d 

i t n o t , i f t h a t happened? 

A. I d o u b t i t , because t h e c r a c k w o u l d be 

so s m a l l t h a t t h e sand w o u l d b r i d g e a t t h e 

c r a c k . A l s o , d u r i n g t h e pumping o f t h e j o b , i f 

s o m e t h i n g — i f some r a d i c a l l o s s i n p r e s s u r e o r a 

l o s s i n f l u i d o c c u r r e d d u r i n g t h e pumping o f t h e 

j o b , i t w o u l d most l i k e l y s c r e e n t h e w e l l o u t a t 

t h a t p o i n t and t h e r e w o u l d be no f u r t h e r 

c o m m u n i c a t i o n between t h e zones. 

Q. I f t h e foam can g e t i n t o t h e Tycksen 

w e l l , gas c o u l d a l s o m i g r a t e t h r o u g h t h a t same 

c h a n n e l , i s n ' t t h a t t r u e ? 

A. W e l l , i f i t ' s n o t c r o p p e d , i t ' s 

u n l i k e l y t h a t i t w o u l d . Assuming t h a t i t c r e a t e d 

a c r a c k , i f t h e r e ' s n o t h i n g t o h o l d t h e c r a c k 

open, t h e n t h e c r a c k w i l l c l o s e and you won't 

have c o m m u n i c a t i o n . 

Q. So you have t o c o n c l u d e t h a t t h e foam 

w i l l go b u t t h e sand won't go, b e f o r e you have 

t h a t s i t u a t i o n ? 
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A. I t h i n k i t w o u l d be u n l i k e l y t h a t t h e 

sand w o u l d . 

MR. CARR: T h a t ' s a l l I have. 

MR. BRUCE: Ver y b r i e f l y , Mr. Chairman. 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. Mr. C a r r m e n t i o n e d t a k i n g some c o r e s i n 

t h e w e l l s . Would t h a t i n c r e a s e t h e c o s t o f t h e 

w e l I s ? 

A. Yes. 

Q. I f you t o o k t h o s e c o r e s , w o u l d i t be 

d e f i n i t i v e o f t h e w e l l ' s c a p a b i l i t y ? 

A . No . 

Q. R e g a r d i n g economic r i s k , BHP has no 

c o n t r o l o v e r p r i c e ? 

A. No, u n f o r t u n a t e l y . 

Q. I mean, I f t h e p r i c e s were e x t r e m e l y 

low, BHP c o u l d c o n t i n u e t o p r o d u c e t h e w e l l and 

c o n c e i v a b l y n e v e r r e c o v e r w e l l c o s t s , i s n ' t t h a t 

c o r r e c t ? 

A. We w o u l d j u s t p r o d u c e o u r s e l v e s o u t o f 

bus i n e s s . 

Q. R e g a r d i n g t h e f a c e c l e a t s t r i k e 

o r i e n t a t i o n , do you know o f any o t h e r d a t a ? 

A. Beyond t h e GRI s t u d y , as f a r as I know 
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t h e r e i s no o t h e r g e o l o g i c a l d a t a a v a i l a b l e . 

MR. BRUCE: Thank y o u . 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Ms. T o r b e t , you d o n ' t c o n t r o l t h e p r i c e 

b u t you do c o n t r o l i f you s e l l , i s n ' t t h a t r i g h t ? 

A. Yes. 

Q. And i f you d o n ' t s e l l , t h e gas i s i n 

t h e ground? 

A. Yes. 

Q. And i t can be s o l d a t a l a t e r d a t e ? 

A. W e l l , t h a t was a p o i n t t h a t I d o n ' t 

know. I d o n ' t know t h e s e n s i t i v i t y o f w i t h d r a w a l 

f r o m t h e c o a l . I d o n ' t know i f anybody e l s e 

does, e i t h e r . 

Q. The l o n g e r i t t a k e s t o p r o d u c e t h e gas, 

t h e l o n g e r i t w o u l d t a k e t o pay o f f t h e w e l l , 

i s n ' t t h a t r i g h t ? 

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

Q. I f t h e Locke t r a c t i s p o o l e d i n , i t 

w o u l d j u s t s l o w down t h e pay o u t , i s n ' t t h a t 

r i g h t ? They w o u l d be i n a n o n c o n s e n t p o s t u r e 

l o n g e r ? 

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

Q. Whether you p u t i t on t h e ma r k e t o r 
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s e l l i t t o d a y o r n o t i s a d e c i s i o n BHP makes, 

i s n ' t t h a t r i g h t ? 

A. A l t h o u g h I w o u l d say w i t h t h e w e l l s 

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

w e l l s t h a t a r e n o t s h u t i n r i g h t now. We a r e 

p r o d u c i n g o ur c o a l w e l l s a t maximum r a t e . The 

r e s t o f t h e f i e l d i s s h u t i n , so we d o n ' t p l a n t o 

c o m p l e t e i t and s h u t i t i n . 

MR. CARR: T h a t ' s a l l . 

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

Cha i rman. 

CHAIRMAN LEMAY: Commissioner C a r l s o n ? 

EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. On y o u r E x h i b i t 14, you s t a t e d t h a t Mr. 

Walsh's number w i t h o u t t h e t a x c r e d i t s i s 

co m p a r a b l e t o t h e o f f e r t h a t you made Mrs. Locke? 

A. Yes. 

Q. Do you a g r e e t h a t i f BHP c o u l d t a k e 

a d v a n t a g e o f t h o s e t a x c r e d i t s , t h a t t h e gas 

c o u l d be w o r t h as much as Mr. Walsh s a i d i t was, 

$423,000 t o $495,000? 

A. I d o n ' t know. I d o n ' t know t h a t we 

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

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

r e c o g n i z e y o u ' r e a p e t r o l e u m e n g i n e e r and n o t a 

t a x a t t o r n e y — b u t what i s y o u r u n d e r s t a n d i n g why 

BHP c a n n o t t a k e t h e t a x c r e d i t ? 

A. And I w o u l d a l s o l i k e t o say I'm n o t a 

t a x a t t o r n e y , so t h e t h i n g s t h a t I know a r e j u s t 

what I ' v e h e a r d , b u t my u n d e r s t a n d i n g i s t h a t BHP 

i s i n an a l t e r n a t i v e minimum t a x s i t u a t i o n and so 

we c a n n o t use t h e t a x c r e d i t s . 

Q. I s i t y o u r u n d e r s t a n d i n g , t h o u g h , t h a t 

t h o s e t a x c r e d i t s can be c a r r i e d f o r w a r d ? 

A. No. My u n d e r s t a n d i n g i s t h a t t h e y have 

t o be t a k e n i n t h e y e a r t h e y were e a r n e d or t h e 

y e a r t h a t t h e gas was p r o d u c e d , o r w h a t e v e r . 

They a r e n o t — w e ' r e n o t a b l e t o c a r r y them 

f o r w a r d , i s my u n d e r s t a n d i n g . 

Q. Has BHP d r i l l e d any d r y h o l e s i n t h e 

F r u i t l a n d Coal f o r m a t i o n ? 

A. W e l l , i f you c o u l d d e f i n e what a d r y 

h o l e i n a c o a l w e l l i s f o r me, t h e n I m i g h t be 

a b l e t o answer t h a t , b u t — 

Q. Have t h e y p l u g g e d and abandoned any? 

A. We have n o t p l u g g e d and abandoned any 

w e l l s . We d i d have one w e l l t h a t t e s t e d 10 Mcf a 

day w h i c h , by most s t a n d a r d s , w o u l d be a d r y 
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h o l e . We h a v e n ' t had any t h a t p r o d u c e d a h u n d r e d 

p e r c e n t w a t e r f o r a y e a r o r s o m e t h i n g l i k e t h a t , 

w h i c h i s a l l so common i n t h e c o a l . T h a t ' s why 

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

t o u g h . 

Q. Are you f a m i l i a r w i t h t h e AFEs f o r 

t h e s e two w e l l s ? 

A. Yes. 

Q . The AFEs, Locke E x h i b i t s L - l and L-2, 

t h e y ' r e f r o m t h e BHP AFEs and t h e y have a p r o j e c t 

j u s t i f i c a t i o n a t t h e b o t t o m , w h i c h I assume has 

been w h i t e d o u t by BHP. Are you f a m i l i a r w i t h 

t h a t p r o j e c t j u s t i f i c a t i o n ? 

A. I h a v e n ' t r e a d t h a t i n a l o n g t i m e . 

C o u l d I g e t a copy o f t h e — I have r e a d — t h e r e 

was an e n t i r e r e p o r t a s s o c i a t e d w i t h t h e p r o j e c t 

j u s t i f i c a t i o n f o r t h e s e w e l l s , w h i c h I am 

f a m i l i a r w i t h . 

Q. Now, t h o s e p r o j e c t j u s t i f i c a t i o n s , t h e y 

b o t h show a p a y o u t i n 1.922 y e a r s . Do you know 

what p r i c e o f gas t h a t was based on? 

A. I t h i n k i t was based on a 

do 1 l a r - f i f t y - f o u r . $1.54 p e r Mcf. And t h e r e 

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

a s s o c i a t e d w i t h t h a t . 
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I t h i n k we assumed an i n i t i a l r a t e o f 

200 Mcf d e c l i n i n g t o a r a t e , and I'm n o t - - I c a n ' t 

remember t h i s e x a c t l y , b u t somewhere between 300 

and 500 Mcf p e r day, h o l d i n g t h a t r a t e f o r 

a p p r o x i m a t e l y two y e a r s , and t h e n an e x p o n e n t i a l 

d e c l i n e . And t h e r e was a c e r t a i n r e s e r v e amount 

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

Q. On t h o s e p r o j e c t j u s t i f i c a t i o n s where 

i t s ays n e t i n c r e a s e i n c u r r e n t p r o d u c t i o n , and 

you go o v e r t o t h e gas s i d e and on one o f t h e 

w e l l s i t ' s 99 Mcf per day and t h e o t h e r one i s 

154 Mcf p e r day, i s t h a t t h e e s t i m a t e d f l o w f o r 

t h o s e w e l l s ? 

A. T h i s w o u l d be t h e e s t i m a t e d flow--BHP's 

s h a r e o f t h e f l o w . We l o o k a t economics based on 

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

Q. And f u t u r e cash f l o w b e f o r e i n v e s t m e n t , 

I assume t h a t ' s b e f o r e t a x ? 

A . B e f o r e t a x . 

Q. And i t compares t h a t t o t h e n e t cash 

f l o w a f t e r i n v e s t m e n t and a p p a r e n t l y a f t e r t a x ? 

A. R i g h t . 

Q. I t shows a n e t cash f l o w o f $410,000, 

and I assume, a g a i n , t h a t t h a t i s e x c l u s i v e o f 

t h e S e c t i o n 29 t a x c r e d i t s , i s t h a t c o r r e c t ? 
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A. Yes, t h a t i s c o r r e c t . 

Q. And you c o n c l u d e d a t t h e b o t t o m , F & D 

c o s t s , w h i c h I assume i s f i n d i n g and deve l o p m e n t 

c o s t s , $1.18 p e r b a r r e l o f o i l e q u i v a l e n t ? 

A. R i g h t . 

Q. Which t r a n s l a t e s t o r o u g h l y , w h a t , 20 

c e n t s an Mcf? 

A. Yes. I'm n o t v e r y good w i t h — 

COMMISSIONER CARLSON: Thank you. 

T h a t ' s a l l . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. J u s t a c l a r i f i c a t i o n , Ms. T o r b e t , on 

y o u r E x h i b i t s 12, 12-A and 13. Are 12 and 12-A, 

l o o k s l i k e t h e y ' r e b o t h F r u i t l a n d Sand, a r e 

t h e y ? On 12-A t h e d e s i g n a t i o n 341 FRT? 

A. Yes. Bo t h o f t h o s e a r e F r u i t l a n d Sand 

gas a n a l y s e s . 

Q. And y o u r o t h e r c o m p a r i s o n on E x h i b i t 

No. 13 i s , I guess, l o o k s l i k e i t ' s f r o m t h e e a s t 

o f f s e t t h e r e , t h e 377 on t h e F r u i t l a n d Coal? 

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

Q. So t h e r e i s s i g n i f i c a n c e v a r i a t i o n 

t h e r e . You d o n ' t have any c a r b o n d i o x i d e , 

t h o u g h , i n t h i s p a r t i c u l a r a r e a f o r F r u i t l a n d 
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Coal? 

A. We have a l i t t l e b i t , .7 p e r c e n t . A 

s m a l l p e r c e n t 

Q. I t ' s a l m o s t p u r e methane, as f a r a s — 

A. Yes. G e n e r a l l y s p e a k i n g , we d o n ' t have 

a l o t o f C0 2 i n t h i s a r e a o f t h e B a s i n . 

G e n e r a l l y one p e r c e n t o r l e s s . 

Q. Do you happen t o know i f t h a t w i l l be 

p i p e l i n e q u a l i t y when m i x e d , o r do you have t o go 

t h r o u g h one o f t h e p l a n t s t o e x t r a c t t h a t s m a l l 

amount o f c a r b o n d i o x i d e ? 

A. On our F r u i t l a n d Coal w e l l s , we t h i n k 

i t w i l l be d i l u t e d when m i x e d , and meet p i p e l i n e 

s p e c i f i c a t i o n s . 

Q. You're v e r y c l o s e t o a t h o u s a n d B T U ; 

t h e r e f o r e , you t h i n k t h a t ' s p i p e l i n e q u a l i t y 

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

A. C o r r e c t . 

Q. Which w o u l d a f f e c t y o u r e c o n o m i c s , I 

guess, compared t o o t h e r c o a l seam gas w e l l s t h a t 

need t o be t r e a t e d ? 

A. Yes. We're n o t a n t i c i p a t i n g — w e a r e 

g o i n g t o d e h y d r a t e and compress, b u t we d o n ' t 

a n t i c i p a t e any s w e e t e n i n g . And t h e n we a l s o have 

d i s p o s a l c o s t s a s s o c i a t e d w i t h w a t e r p r o d u c t i o n . 
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Q . Do you have enough e x p e r i e n c e w i t h t h e 

w a t e r t o show t h a t i t ' s d e c r e a s i n g a f t e r some 

p r o d u c t i o n , o r n o t ? 

A. Not r e a l l y . The w a t e r r a t e on t e s t s i n 

t h e s e w e l l s was h i g h l y v a r i a b l e , as v a r i a b l e as 

t h e gas r a t e s . We saw anywhere f r o m two b a r r e l s 

a day up t o o v e r a h u n d r e d b a r r e l s a day, so i t 

was p r e t t y h i g h l y t h a n v a r i a b l e . 

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

w a t e r ? 

A. We a r e d i s p o s i n g i n t o t h e Mesaverde. 

We have s e v e r a l d i s p o s a l w e l l s i n t h e G a l l e g o s 

Canyon U n i t . We j u s t d r i l l e d a new one t o h a n d l e 

most o f t h e w e l l s l o c a t e d i n t h e n o r t h e r n p a r t o f 

t h e B a s i n t h a t we d r i l l e d , when we d r i l l e d t h e s e 

two, 390 and 3 9 1 . 

Q. You t r e a t t h o s e c o s t s , t h e n , as 

o p e r a t i n g c o s t s and n o t as p a r t o f y o u r AFE c o s t s 

f o r d r i l l i n g and c o m p l e t i n g t h e w e l l s ? 

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

CHAIRMAN LEMAY: Thank y o u. I have no 

f u r t h e r q u e s t i o n s . 

A n y t h i n g e l s e ? 

MR. BRUCE: J u s t one q u e s t i o n , Mr. 

Chairman. 
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CHAIRMAN LEMAY: Sure. Go ahead. 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. Ms. T o r b e t , you m e n t i o n e d t h e 

j u s t i f i c a t i o n s on t h e s e AFEs and you m e n t i o n e d 

$1.54 p e r Mcf as a gas p r i c e . Were t h e r e any 

o t h e r a s s u m p t i o n s r e g a r d i n g gas p r i c e ? 

A. Yes. We had, o v e r t i m e , we have 

d o n e — w e assumed c e r t a i n e s c a l a t i o n s , I guess, 

based o n - - t h e gas m a r k e t i n g p e o p l e come up w i t h 

e s c a l a t i o n s . And when t h i s p r o j e c t was done, we 

were p r e t t y o p t i m i s t i c a b o u t gas p r i c e s i n 

g e n e r a l , so t h e e s c a l a t i o n f a c t o r s were p r e t t y 

good compared t o what we were u s i n g now. 

MR. BRUCE: Okay. Thank y o u . 

CHAIRMAN LEMAY: Any f u r t h e r 

q u e s t i o n s ? The w i t n e s s may be ex c u s e d . Thank 

you v e r y much. 

A n y t h i n g e l s e , Mr. Bruce? 

MR. BRUCE: N o t h i n g a t t h i s t i m e , Mr. 

Chairman. 

CHAIRMAN LEMAY: Mr. C a r r ? 

RICHARD DAVID SIMMONS 

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

examined and t e s t i f i e d as f o l l o w s : 
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EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e y o u r f u l l name f o r t h e 

r e c o r d , p l e a s e . 

A. R i c h a r d D a v i d Simmons. 

Q. Mr. Simmons, where do you r e s i d e ? 

A. I n F a r m i n g t o n , New Me x i c o . 

Q. By whom a r e you employed and i n what 

capac i t y ? 

A. L o c k e - T a y l o r , L o u i s e Locke, as an o i l 

and gas c o n s u l t a n t . 

Q. I n what c a p a c i t y as a c o n s u l t a n t ? 

E n g i n e e r ? G e o l o g i s t ? 

A . E n g i n e e r . 

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

t h e O i l C o n s e r v a t i o n Commission? 

A. No, s i r . 

Q. B r i e f l y summarize y o u r e d u c a t i o n a l 

b a c k g r o u n d f o r t h e Commission. 

A. I was g r a d u a t e d w i t h a B.S. degree i n 

p e t r o l e u m e n g i n e e r i n g f r o m M a r i e t t a C o l l e g e , i n 

1971. I c o n t i n u e d a t L o u i s i a n a S t a t e U n i v e r s i t y 

and was g r a d u a t e d w i t h a M a s t e r ' s o f P e t r o l e u m 

E n g i n e e r i n g i n 1973. 

Q. S i n c e g r a d u a t i o n , f o r whom have you 
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worked? 

A. I f i r s t w o r k e d f o r Tenneco O i l Company 

i n t h e Rocky M o u n t a i n s i n t h e San Juan B a s i n , and 

Wyoming, U t a h , C o l o r a d o . I w o r k e d f o r N o r t h w e s t 

P i p e l i n e as d r i l l i n g and p r o d u c t i o n e n g i n e e r , and 

I have been s e l f - e m p l o y e d as a c o n s u l t a n t i n t h e 

San Juan B a s i n s i n c e 1981. 

Q. How l o n g have you worked i n t h e B a s i n ? 

A . 19 y e a r s . 

Q. You have been t h e e n g i n e e r on how many 

w e l l s t h a t have a c t u a l l y been d r i l l e d i n t h e 

Ba s i n ? 

A. Over 7 5. 

Q. I n what f o r m a t i o n s were t h e s e w e l l s 

c o m p l e t e d ? 

A. A l l f o r m a t i o n s , f r o m t o p t o b o t t o m . 

Q . Have you been i n v o l v e d i n t h e d r i l l i n g 

o f F r u i t l a n d C oal w e l l s ? 

A . Yes, s i r . 

Q. Do you o p e r a t e any F r u i t l a n d Coal w e l l s 

a t t h i s t i m e ? 

A. Yes, s i r , I do. 

Q . How many? 

A. I have two t h a t a r e d i r e c t l y u nder my 

o p e r a t i o n , i n my name. I c o n t r o l f o u r o t h e r s 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

239 

t h a t a r e — I c o n t r o l the pumping o p e r a t i o n s of 

those w e l l s . 

Q. When were you employed i n t h i s c a s e ? 

A. J u s t a l i t t l e over a month ago. 

Q. What were you asked to do? 

A. I was asked to r e v i e w f i l e s put 

t o g e t h e r by Mr. E w e l l Walsh and a s s e r t to the 

f i n d i n g s t h a t he had come f o r t h w i t h i n a 

p r e v i o u s h e a r i n g . 

Q. Have you completed t h a t r e v i e w ? 

A. Yes, s i r . 

Q. Are you f a m i l i a r w i t h the development 

of S e c t i o n 23? 

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 s 

f i l e d i n each of t h e s e c a s e s by BHP Petroleum? 

A. Yes, s i r , I am. 

MR. CARR: We tender Mr. Simmons as an 

e x p e r t w i t n e s s i n petroleum e n g i n e e r i n g . 

CHAIRMAN LEMAY: Mr. Simmons' 

q u a l i f i c a t i o n s a r e a c c e p t a b l e . 

Q. Would you b r i e f l y s t a t e what Mrs. Locke 

s e e k s i n t h e s e c a s e s ? 

A. She would l i k e to have the d e n i a l of 

both p o o l i n g r e q u e s t s i n the e a s t h a l f and the 
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west h a l f of S e c t i o n 23. 

I f the Commission were to agree to the 

f o r c e p o o l i n g , she would l i k e to have the 391 

G a l l e g o s Canyon of BHP not completed, f o r f e a r of 

damaging her w e l l . 

Q. What s o r t of a p e n a l t y i s she 

suggest i n g ? 

A. She would l i k e no p e n a l t y whatsoever. 

Q. Could you i d e n t i f y what has been marked 

Locke E x h i b i t No. 1 and r e v i e w t h a t f o r the 

Commi s s i o n ? 

A. T h i s i s a 1 2 - s e c t i o n p l a t , i n d i c a t i n g 

the r e l a t i v e l o c a t i o n s of w e l l s i n the a r e a . I t 

a l s o shows i n S e c t i o n 23 the l o c a t i o n r e l a t i v e of 

the BHP G a l l e g o s Canyon U n i t No. 390 and i n the 

n o r t h e a s t q u a r t e r of S e c t i o n 23, the GCU 391. 

I t ' s showing i t to the west and n o r t h , but i t ' s 

s l i g h t l y s outh and west of the 391, as 

L o c k e - T a y l o r ' s Tycksen No. 1. 

Q. L e t ' s move to E x h i b i t 2. I would ask 

you f i r s t to i d e n t i f y t h a t , and then r e v i e w t h i s 

f o r the Commission. 

A. E x h i b i t No. 2 was pr e p a r e d by Mr. 

Walsh. I have rev i e w e d i t . I t ' s a w e l l b o r e 

s c h e m a t i c s i m i l a r t o — a l t h o u g h maybe not as 
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d e t a i l e d as the e x h i b i t p r e v i o u s l y e n t e r e d , 

showing the c a s i n g diagrams i n the Tycksen w e l l 

and the G a l l e g o s Canyon w e l l of BHP. 

P l e a s e note i n the Tycksen w e l l , 

showing the c a s i n g program and i t ' s tough to 

r e a d . The 13-3/8 c a s i n g i s a water s t r i n g w i t h 

no cement. T h e r e ' s 10-3/4 c a s i n g a t 56 f e e t t h a t 

was cemented w i t h 25 s a c k s of cement. 8-5/8 

c a s i n g i s shown to be a t 520-some f e e t , no 

cement. 7 - i n c h c a s i n g s e t a t a g r e a t e r depth. I 

c a n ' t r e a d t h a t . Looks l i k e 962 f e e t , and i t has 

no cement. 

Mr. Walsh i n d i c a t e d w i t h an X the 

openhole s e c t i o n t h a t was d r i l l e d i n t h i s 

w e l l b o r e and, w i t h a s l a s h e d a r e a , he has 

i n d i c a t e d the plugged back or cement t h a t was put 

i n t h i s w e l l a f t e r the PC was t e s t e d . T h e r e ' s a 

1 - i nch siphon s t r i n g i n t h e r e . 

I t shows a t o t a l depth of 1230 f e e t 

and, a l t h o u g h not to s c a l e , t h i s i s showing the 

two w e l l b o r e s or we w i s h to show the two 

w e l l b o r e s a r e a p p r o x i m a t e l y 121 f e e t a p a r t . 

On the r i g h t s i d e , i n d i c a t i n g the 

7 - i n c h c a s i n g a t a p p r o x i m a t e l y 187 f e e t cemented 

to s u r f a c e , w i t h 125 s a c k s of cement, and 4-1/2 
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c a s i n g a t 1365 f e e t , and t h a t was c i r c u l a t e d w i t h 

360 s a c k s of cement. 

B a s i c a l l y , we a r e wanting to show the 

l o c a t i o n of the F r u i t l a n d Sand f o r m a t i o n between 

a p p r o x i m a t e l y 886 to 919, the BHP F r u i t l a n d Coal 

zone a t 1152 to 1182. 

Q. How much v e r t i c a l s e p a r a t i o n does t h a t 

r e s u l t i n between the zone producing i n the 

Tycksen w e l l and the proposed i n t e r v a l f o r the 

G a l l e g o s Canyon 391? 

A. Approximately 233 f e e t . 

Q. What's the d i s t a n c e from the top of the 

cement plug f o r the top of the c o a l ? 

A . 82 f e e t . 

Q. L e t ' s move now to E x h i b i t s 3 and 4, and 

I t h i n k we p r o b a b l y ought to go f i r s t to E x h i b i t 

No. 4 and I would have you f i r s t e x p l a i n what 

t h i s i s to the Commission and then p o i n t out the 

r e l e v a n t p o r t i o n s . 

A. I n Mr. Walsh's r e c o r d s , he had a 

c o m p l e t i o n diagram or t h i s program p r e s e n t e d by 

the Western Company f o r the 7 0 - q u a l i t y foam. I 

b e l i e v e t h i s was s p e c i f i c a l l y f o r the G a l l e g o s 

Canyon U n i t No. 390. We're assuming t h a t the 

same pumping s c h e d u l e would be used f o r 391. 
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These a r e f o r the purposes of showing 

the l e n g t h of the f r a c t u r e away from the 

w e l l b o r e , and what the hoped-for sand 

c o n c e n t r a t i o n w i l l be i n t h a t f r a c t u r e , out away 

from the w e l l b o r e . 

I n the middle of the t a b l e t h e r e a r e 

two columns, l o c a t i o n and f r a c t u r e , ( f e e t ) from 

and t o . They're t r y i n g to show, i f we s t a r t at 

the bottom, t h e r e ' s going to be e i g h t pounds of 

sand per g a l l o n from the w e l l b o r e , out to 109 

f e e t , s e v en-pound-per-galIon sand c o u l d be from 

109 out to 186 f e e t . 

You can f o l l o w t h a t back up where the 

f l u i d would r e a c h 688 f e e t , and t h a t i s the pad 

and t h a t would probably be n o t h i n g but foam. 

Q. What does t h a t 6 8 8 - f e e t f i g u r e 

i n d i c a t e ? 

A. I t i s the p o t e n t i a l e x t e n t of the f r a c 

out away from the w e l l b o r e . 

Q. L e t ' s move now to E x h i b i t 3. Would you 

r e v i e w t h a t . 

A. Mr. Walsh diagramed the l o c a t i o n of the 

Tycksen w e l l r e l a t i v e to the G a l l e g o s Canyon No. 

391 showing i t to be a p p r o x i m a t e l y 121 f e e t from 

w e l l b o r e to w e l l b o r e . He has shown the r a d i u s of 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

244 

the 688 f e e t of the p o t e n t i a l l e n g t h of the foam 

or the e x t e n t of the f r a c . 

The 121 f e e t I mentioned, i f we go back 

to the sand c o n c e n t r a t i o n , s h o u l d i t break i n t o 

the Tycksen w e l l b o r e , t h e r e ' s a p o t e n t i a l , 

a c c o r d i n g to t h i s f r a c s c h e d u l e , t h a t you c o u l d 

put seven-pound sand i n t o the w e l l b o r e of the 

Tyck s e n . 

I b e l i e v e i f you added up the 

c u m u l a t i v e f l u i d s , i f t h a t seven-pound sand 

s h o u l d r e a c h the w e l l b o r e , t h e r e would be q u i t e a 

b i t of f l u i d t h a t a l s o preceded i t , and sand. 

He has o u t l i n e d , drawing to the 

s o u t h w e s t - n o r t h e a s t , an apparent d i r e c t i o n of 

f r a c t u r e s coming v e r y c l o s e to the w e l l b o r e of 

the T y c k s e n . 

Q. Mr. Simmons, you were p r e s e n t when Ms. 

Torbet t e s t i f i e d about the f a c e c l e a t s t r i k e i n 

the f o r m a t i o n , were you not? 

A . Yes, s i r . 

Q. I n your e x p e r i e n c e , can the o r i e n t a t i o n 

of t h e s e f r a c t u r e s of t h e s e f a c e c l e a t s be 

p l o t t e d w i t h the p r e c i s i o n shown on BHP's E x h i b i t 

11-C? 

A. I doubt i t . 
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Q. When i s i t t h a t you're a c t u a l l y going 

to know whether or not the Tycksen w e l l b o r e has 

i n f a c t been damaged? 

A. We'll f l i p the c o i n . We'll f r a c the 

w e l l , and i t w i l l e i t h e r go i n t h e r e or i t won't. 

Q. I s t h e r e any way you can c o n t r o l the 

d i r e c t i o n of t h e s e f r a c t u r e s w i t h i n the 

f o r m a t i o n ? 

A. To my knowledge, no. The f r a c t u r e w i l l 

seek the path of l e a s t r e s i s t a n c e . 

Q. What do E x h i b i t 3 and 4 t e l l you? 

A. T h e r e ' s a l i k e l i h o o d or good 

p r o b a b i l i t y t h a t the c l o s e p r o x i m i t y of t h e s e 

w e l l b o r e s and the c l o s e p r o x i m i t y to the 

a n t i c i p a t e d apparent d i r e c t i o n of the f r a c t u r e , 

t h e r e ' s a good l i k e l i h o o d t h i s f r a c t u r e would get 

i n t o the w e l l b o r e of the T y c k s e n and damage i t . 

Q. What s o r t of damage a r e you t a l k i n g 

about ? 

A. The Tycksen w e l l has produced f o r q u i t e 

a few y e a r s . We c o u l d l o s e what r e s e r v e s i n the 

F r u i t l a n d Sand do e x i s t p r e s e n t l y . 

I f we go back to diagram or E x h i b i t 3, 

my most major concern perhaps i s not the damage 

to the F r u i t l a n d Sand, but t h e r e ' s no cement i n 
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the T ycksen w e l l b o r e . There a r e a l o t of water 

s t r i n g s t h e r e . Should t h a t f r a c t u r e get i n t o i t , 

t h e r e ' s a h i g h l i k e l i h o o d i t would t r a v e l up 

behind the s t r i n g s and c o u l d r e a c h s u r f a c e w a t e r s 

i n the a r e a . 

Q. Are t h e r e s u r f a c e w a t e r s i n the a r e a ? 

Do you know t h a t ? 

A. Yes, s i r , p e r s o n a l l y . 

Q. How do you know t h a t ? 

A. T h e r e ' s a home a p p r o x i m a t e l y 2- or 300 

f e e t to the south of t h i s w e l l b o r e . I t ' s owned 

by a f r i e n d of mine. I used to p r a c t i c e s o f t b a l l 

out i n h i s f i e l d . He has f r e s h water coming up 

r i g h t a t the base of the h i l l behind h i s home. 

Q. T h i s i s how c l o s e to the s u b j e c t w e l l ? 

A. I t h i n k w i t h i n 500 f e e t . 

Q. I s t h i s water being used f o r domestic 

p u r p o s e s ? 

A. They a r e i r r i g a t i n g w i t h i t , and the 

c a t t l e a r e d r i n k i n g the water. 

Q. What i s the c u r r e n t s t a t u s of the 

Tycksen No. 1? 

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

Q. Has t h i s w e l l been an economic w e l l ? 

A. I t has indeed. 
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Q. And on what do you base t h a t s t a t e m e n t ? 

A. They had a c o n t r a c t t h a t was paying $7 

per Mcf u n t i l 12/31/91. 

Q. What a r e the c u r r e n t p l a n s t h a t Mrs. 

Locke has f o r the w e l l ? 

A. A r e e v a l u a t i o n of the p o s s i b i l i t y i n t o 

the P i c t u r e d C l i f f s f o r m a t i o n . My u n d e r s t a n d i n g 

the F r u i t l a n d Sand has never been 

f r a c t u r e - t r e a t e d which opens up a p o s s i b i l i t y 

t h e r e . And i f we're not f o r c e pooled and she 

owns the r i g h t s to the F r u i t l a n d C o a l , she cou l d 

r e - e n t e r and make t h i s a c o a l c o m p l e t i o n . 

Q. And t h a t ' s a use t h a t , i n f a c t , c o u l d 

be made of i t ? 

A. D e f i n i t e l y so. T h i s i s a v i a b l e , 

s e l l a b l e w e l l b o r e . 

Q. I s t h i s a v a l u a b l e p r o p e r t y a s s e t f o r 

c u r r e n t or f u t u r e p r o d u c t i o n i n n a t u r a l gas? 

A. I b e l i e v e so. 

Q. You s t a t e d t h a t Mrs. Locke s e e k s no 

r i s k p e n a l t y i f the Commission p o o l s t h e s e 

l a n d s . What a r e you b a s i n g t h a t recommendation 

on? 

A. T h e r e ' s always a r i s k to a c o m p l e t i o n . 

BHP ad m i t t e d t h a t 10 p e r c e n t on complet i o n would 
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be a r i s k f a c t o r . Any time you d r i l l a w e l l , i f 

you're going to d r i l l i t , you don't know what's 

down t h e r e , what y o u ' l l end up w i t h , or the 

t r o u b l e t h a t i t t a k e s to get t h e r e . However, 

we're t h e r e . A l l we have to do i s complete the 

w e l l . I t h i n k t h e r e ' s v e r y l i t t l e r i s k . 

Q. You heard BHP recommend a 150-percent 

p e n a l t y . Do you t h i n k t h a t ' s a p p r o p r i a t e i n t h i s 

c a s e ? 

A. T o t a l l y i n a c c u r a t e — i n a p p r o p r i a t e . 

Q. I f a p e n a l t y i s imposed, what do you 

recommend? 

A. I would go a l o n g w i t h t h e i r 10 p e r c e n t 

f o r the c o m p l e t i o n . 

Q. L e t ' s go to what has been marked as 

Locke E x h i b i t No. 5. Could you i d e n t i f y t h i s 

p l e a s e ? 

A. E x h i b i t No. 5 i s a memorandum, 

in-house, from P a u l B e r t o g l i o to Cole McGary of 

BHP Petroleum. P r i o r to the d r i l l i n g of the 

G a l l e g o s Canyon F r u i t l a n d Coal from PCs, Mr. 

B e r t o g l i o put t o g e t h e r an e x t e n s i v e e v a l u a t i o n , 

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

j u s t i f i e d the d r i l l i n g program f o r management. 

I t was v e r y d e t a i l e d and a v e r y good j o b . 
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Q. B a s i c a l l y , what does t h i s r e p o r t t e l l 

us about the p i l o t p r o j e c t and the d e s o r p t i o n of 

the f o r m a t i o n of the c o r e s t h a t r e s u l t e d d u r i n g 

t h a t time? 

A. On page 2, one comment t h a t I thought 

was v e r y important i s t h a t the r e s u l t s of the 

p r o j e c t , s p e a k i n g of the p i l o t p r o j e c t to date, 

have been enco u r a g i n g , e s p e c i a l l y f o r the w e l l s 

d r i l l e d i n the s t r i p a c r e a g e , and i t i s i n the 

n o r t h e r n a r e a of the PA where the c o a l seam i s 

the t h i c k e s t . So he f e l t c o n f i d e n t about t h a t . 

Q. I s d e s o r p t i o n d i s c u s s e d on page 3? 

A. He speaks i n paragraph two, "Three of 

the four F r u i t l a n d C oal Seam w e l l s completed i n 

the p i l o t p r o j e c t to date have t e s t r a t e s and 

p r e s s u r e s s i m i l a r to the be s t w e l l s completed i n 

the P i c t u r e d C l i f f s i n the PA. These w e l l s , the 

377, which i s an o f f s e t d i r e c t to the 391, the 

383 and 385 a r e a l l l o c a t e d at the n o r t h end of 

the u n i t where the m a j o r i t y of the proposed w e l l s 

a r e l o c a t e d and where the c o a l seam i s the 

t h i c k e s t . U l t i m a t e r e c o v e r i e s f o r t h e s e w e l l s 

w i l l exceed 2 Bcf per w e l l i f , as a n t i c i p a t e d , 

they perform s i m i l a r to the P i c t u r e d C l i f f s 

w e l l s . " 
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And above t h a t , "Due to the p r o d u c t i o n 

c h a r a c t e r i s t i c s , " i n the c e n t e r of t h a t 

paragraph, "of i n c r e a s i n g i n i t i a l gas r a t e s along 

w i t h d e c l i n i n g water r a t e s , an e s t i m a t e d u l t i m a t e 

r e c o v e r y i s much g r e a t e r than can be j u s t i f i e d by 

v o l u m e t r i c c a l c u l a t i o n . I t i s b e l i e v e d t h a t the 

F r u i t l a n d C oal Seam i s a l s o b eing produced i n the 

l a r g e p e r c e n t a g e of the newer P i c t u r e d C l i f f s 

w e l l s . " 

I n g e n e r a l , and I'm s p e a k i n g down i n 

the r e s e r v e s e c t i o n , middle of the paragraph, 

s t a r t i n g a f t e r the word i n quotes, s t r i p , " I n 

g e n e r a l , the a v a i l a b l e d e s o r p t i o n d a t a to date 

from the c o r e s taken i n the p i l o t c o a l 

development p r o j e c t s u p p o r t s the maximum ca s e gas 

con t e n t v a l u e s f o r both t h e s e s c e n a r i o s . " 

Q. I s the r i s k a s s o c i a t e d w i t h the 

d r i l l i n g of the G a l l e g o s Canyon w e l l s 390 and 

391, a l s o d i s c u s s e d i n t h i s r e p o r t of Mr. 

B e r t o g l i o ? 

A. The r i s k t h a t P a u l , or Mr. B e r t o g l i o , 

p l a c e d on t h i s p r o j e c t was 20-percent p r o b a b i l i t y 

of a dry h o l e . We always put some r i s k of a dry 

hol e i n e v e r y v e n t u r e t h a t we r i s k - a n a l y z e i n the 

ca s h flow a n a l y s i s . He, a f t e r w a r d s , used 
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8 0 - p e r c e n t p r o b a b l y of a producer, but he r a t e d 

those on a d i s t r i b u t i o n c u r v e of a minimum case 

producer, a most l i k e l y c a s e producer, and a 

maximum ca s e producer. Good economics, as good 

e n g i n e e r i n g . 

He f e l t l i k e t h e r e was 80-percent 

chance i t was going to be a producer. Of t h a t , 

the minimum would be a 200-a-day w e l l , i n c r e a s i n g 

or i n c l i n i n g to 300 Mcf a day w i t h i n a six-month 

p e r i o d . I t ' s a good w e l l f o r t h i s depth, I 

t h i n k . 

Q. Based on t h i s i n f o r m a t i o n , do you have 

an o p i n i o n as to whether or not t h i s i s a 

h i g h - r i s k v e n t u r e ? 

A. I t h i n k i t ' s not a h i g h - r i s k v e n t u r e . 

Q. Do you t h i n k i t would be c o n s i s t e n t , 

based on t h i s r e p o r t , to a s s i g n a 10-percent r i s k 

p e n a l t y i f one has to be a s s i g n e d a t a l l ? 

A . Yes, s i r . 

Q. When you p r e s e n t when Ms. Torbet 

p r e s e n t e d BHP E x h i b i t s 12, 12-A and 13, which 

were gas a n a l y s e s on F r u i t l a n d Sand and F r u i t l a n d 

c o a l w e l l s i n the immediate a r e a ? 

A. Yes, s i r . 

Q. Have you had a f t e r o p p o r t u n i t y to 
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r e v i e w t h o s e ? 

A. Yes, s i r . 

Q. Do you need c o p i e s of t h o s e ? 

A. I do not have c o p i e s . 

Q. You're f a m i l i a r w i t h the BTU f i g u r e s 

which a r e r e f l e c t e d on each of t h e s e ? 

A. Yes, s i r . 

Q. Do t h e s e BTU f i g u r e s enable you to 

d e f i n i t i v e l y s t a t e whether or not t h e r e has been 

commingling i n the s u b j e c t w e l l b o r e s of F r u i t l a n d 

C o a l , F r u i t l a n d Sand and P i c t u r e d C l i f f s 

product i o n ? 

A. I d e f i n i t e l y cannot. 

Q. What do you base t h a t on? 

A. Even i n the two examples, 12-A and 12, 

1131 and 1206, p e r c e n t a g e - w i s e i t ' s v e r y much 

d i f f e r e n t . Those a r e F r u i t l a n d Sands. T h a t ' s 

q u i t e a v a r i e t y t h e r e . 

I have p e r s o n a l knowledge of i n c r e a s i n g 

i n my two w e l l s t h a t I ' v e o p e r a t e d f o r seven 

y e a r s . BTU s t a r t e d below a thousand, and 

p r e s e n t l y i s 1034, so i t has i n c r e a s e d over time 

and has bounced around d u r i n g the p e r i o d . 

They're sampled, I t h i n k , e v e r y s i x months, maybe 

ev e r y t h r e e months now, j u s t so we get p a i d 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

1 3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

253 

c o r r e c t l y f o r our BTU c o n s e n t . 

You c o u l d put a c a s e out t h a t the 1131 

being l e s s than the 1206, t h a t the gas from the 

Tycksen i s being d i l u t e d by c o a l gas, which we 

might assume would s t a r t around 1000. 

Q. From t h i s , a l o n e , though, you cannot 

t e l l whether or not t h e r e has been commingling or 

s e g r e g a t i o n of the zone? 

A. No, I cannot. 

Q. You were here a few moments ago when 

Commissioner C a r l s o n was d i s c u s s i n g the p r o j e c t 

j u s t i f i c a t i o n on the BHP AFE, were you not? 

A. Yes, s i r . 

Q. You're aware t h a t based on the 

tes t i m o n y of Ms. To r b e t , i t was based on perhaps 

a h i g h e r gas p r i c e than what's u t i l i z e d today i n 

some e s c a l a t i n g gas p r o d u c t i o n r a t e s ? 

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

Q. Even i n view of those t h i n g s , l o o k i n g 

at a payout of 1.922 y e a r s , does t h i s , even i n 

view of th o s e changes, would i t a f f e c t your 

o p i n i o n as to whether or not t h i s was a h i g h - r i s k 

v e n t u r e ? 

A. No, s i r . 

Q. I s t h i s a h i g h - r i s k v e n t u r e ? 
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A. No, s i r . 

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

p r e p a r e d by you or compiled under your d i r e c t i o n 

or s u p e r v i s i o n ? 

A. 1 through 5 were compiled by Red Walsh, 

and I re v i e w e d them f o r the a c c u r a c y of h i s 

f i g u r e s . 

Q. Are you s a t i s f i e d t h a t they a r e 

a c c u r a t e ? 

A. Yes, s i r . 

MR. CARR: At t h i s time, Mr. Chairman, 

we would move the a d m i s s i o n of Locke E x h i b i t s 1 

through 5. 

CHAIRMAN LEMAY: Without o b j e c t i o n , 

E x h i b i t s 1 through 5 w i l l be ad m i t t e d i n t o the 

r e c o r d . 

MR. CARR: I pass the w i t n e s s . 

CHAIRMAN LEMAY: Thank you, Mr. C a r r . 

Mr. Bru c e ? 

MR. BRUCE: Thank you, Mr. Chairman. 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Simmons, p l e a s e r e f e r to Locke 

E x h i b i t 3. 

A. Would you g i v e me a copy, p l e a s e ? 
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E x h i b i t 3? 

Q. Yes. I t s a y s on t h e r e , i t g i v e s an 

apparent d i r e c t i o n of f r a c t u r e s . What i s t h a t 

d e r i v e d from? 

A. Testimony g i v e n i n the p r i o r h e a r i n g , I 

re a d where the BHP e n g i n e e r s a i d i t was 

s o u t h w e s t - n o r t h e a s t . 

Q. T h e r e ' s no ot h e r b a s i s f o r i t ? 

A . No . 

Q. You haven't conducted any t e s t s ? 

A. No. I'm not a g e o l o g i s t . I'm aware of 

GRI's o p i n i o n s . I ' v e read some i n f o r m a t i o n i n 

oth e r g e o l o g i c a l books. I don't know t h a t I 

c o u l d d e f i n e or d e p i c t the proper o r i e n t a t i o n of 

the f r a c i n t h i s a r e a or i n any a r e a i n the 

B a s i n . R e l a t i v e , perhaps, but d e f i n e , no. 

Q. So Red Walsh d i d n ' t have any knowledge 

of o r i e n t a t i o n e i t h e r , d i d he? 

A. I b e l i e v e Red took t h i s from testimony 

t h a t he heard, p r e p a r e d t h i s , and a s k e d - - I don't 

know who he asked. 

Q. But t h a t ' s not r e a l l y 

n o r t h e a s t - s o u t h w e s t ? T h a t ' s r e a l l y more--that 

l i n e goes from south-southwest to 

n o r t h - n o r t h e a s t , doesn't i t ? 
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A. F a i r l y r e l a t i v e , i s n ' t i t ? 

Q. And you have no b a s i s to c h a l l e n g e the 

GRI st u d y , do you? 

A. I have no b a s i s to agree w i t h i t . 

Q. Or to c h a l l e n g e i t ? 

A. No, s i r . 

Q. How long has i t been s i n c e the Tycksen 

w e l l produced? 

A. To my knowledge, the end of 91. 

Q. How many months d u r i n g 1991 d i d i t 

produce? 

A. I do not know. 

Q. I s i t c u r r e n t l y r e c e i v i n g t h a t $7 per 

Mcf of gas? 

A. To my knowledge I b e l i e v e not. 

Q. Has p r o d u c t i o n from the Tycksen No. 1 

w e l l been a f f e c t e d by the 391 w e l l ? 

A. The 391 has not been completed, no, 

s i r . I t has not been a f f e c t e d , and I c o u l d n ' t 

t e l l you i f i t had been. 

Q. You agree i t i s producing from the 

F r u i t l a n d Sand? 

A. I agree t h a t i t probably i s producing 

from the F r u i t l a n d Sand. However, t h e r e i s a 

l i k e l i h o o d t h a t the F r u i t l a n d Coal i s producing 
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w i t h i t . 

Q. What i s t h a t l i k e l i h o o d based on? 

A. The l i k e l i h o o d t h a t the c o a l would g i v e 

up the gas and the cement plug, p o s s i b l y 39 y e a r s 

o l d , d e t e r i o r a t e d . We don't know the v a l i d i t y of 

t h a t c o a l — o r t h a t p lug r i g h t now. J u s t a hunch 

perhaps. 

Q. And the two gas a n a l y s e s on the two 

F r u i t l a n d Sand w e l l s don't sway your o p i n i o n ? 

A. No, s i r . I ' v e o p e r a t e d and d r i l l e d 

s e v e r a l F r u i t l a n d Coal w e l l s throughout the 

B a s i n . I o p e r a t e four w e l l s now t h a t have BTUs 

over 12 65. 

Q. Now, you t a l k e d about the w e l l b o r e and 

the p o t e n t i a l of damage. Do you t h i n k t h a t 

c o m p l e t i o n of the 391 w e l l w i l l damage the 

Tycksen w e l l ? 

A. What I am r e a l l y concerned about i n 

t h a t Tycksen w e l l b o r e , i f you get a f r a c i n t o i t 

from the 391 and h i t those s u r f a c e water sands, 

you're i n t r o u b l e . 

Q. You say i f . There c o u l d be a zero 

p e r c e n t chance of t h a t ? 

A. A b s o l u t e l y . We agree w i t h your 

e n g i n e e r t h a t we have to f r a c i t and f i n d out. 
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Q. On the o t h e r hand, a t the same time 

you're s a y i n g , "Hey, t h i s i s a v i a b l e w e l l b o r e 

and you ought to be u s i n g i t to d r i l l down to the 

P i c t u r e d C l i f f s or the F r u i t l a n d C o a l " ? 

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

Q. T h a t ' s k i n d of c o n t r a d i c t o r y - -

A. No, i t i s n ' t . 

Q. - - f o r such a poor w e l l b o r e ? 

A. No, i t i s n ' t You have s e v e n - i n c h pipe 

hanging i n the w e l l b o r e . P l e n t y of room to 

r e - e n t e r t h a t and put 4-1/2, and cement back to 

s u r f a c e , making i t a b e t t e r w e l l b o r e . 

Q. Now, when you say f r a c t u r i n g i n the 

F r u i t l a n d C o a l , what about f r a c t u r i n g a w e l l i n 

the F r u i t l a n d Sand? Would t h a t harm the Tycksen 

w e l l ? 

A. I f t h e r e were a w e l l about 121 f e e t 

away from the Tycksen w e l l b o r e and we f r a c ' d i t 

i n the F r u i t l a n d Sand, would i t h u r t the 

w e l l b o r e ? I s t h a t what you're a s k i n g ? 

Q. Yes. 

A. Are you an e n g i n e e r ? You t h i n k t h a t 

c o u l d happen? 

Q. I'm a s k i n g you. 

A. I t h i n k i t c o u l d damage i t , y e s . Now, 
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121 f e e t , the S t a t e i s not going to l e t us d r i l l 

w e l l s 121 f e e t a p a r t and complete them i n the 

same zone, a r e they. 

Q. What i f i t ' s 300 f e e t or 500 f e e t ? 

A. I ' l l t e l l you what. I ' v e d r i l l e d and 

completed a w e l l a t 7000 f e e t , 660 f e e t away from 

another w e l l , and the o f f s e t o p e r a t o r f r a c ' d the 

w e l l and k i l l e d my w e l l . I made 200 b a r r e l s a 

day f l o w i n g , and i t went to z e r o . Yes, you can 

damage i t w i t h an o f f s e t f r a c . 

Q. Mr. Simmons, a r e you aware t h a t BHP GCU 

No. 340 w e l l was completed i n the F r u i t l a n d Sand 

i n , l o o k s l i k e , the southwest q u a r t e r of the 

northwest q u a r t e r of S e c t i o n 24, immediately to 

the e a s t of the Tycksen w e l l ? 

A. No, s i r . 

Q. Mr. Simmons, I ' v e handed you BHP 

E x h i b i t 15. Would you i d e n t i f y what t h a t appears 

to be? 

A. Well Recompletion Report and Log, f o r 

the S t a t e of New Mexico O i l C o n s e r v a t i o n 

D i v i s i o n . S u b j e c t : BHP Petroleum ( A m e r i c a s ) 

G a l l e g o s Canyon U n i t No. 340. They c a l l i t the 

North Pinon F r u i t l a n d Sand i n San Juan County. 

I t g i v e s the e l e v a t i o n , g i v e s the 
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l o c a t i o n and the date, and a l l the p e r t i n e n t 

i n f o r m a t i o n as to the d r i l l i n g and comp l e t i o n , 

c a s i n g and s t i m u l a t i o n of the w e l l . I t a l s o 

i n d i c a t e s the t e s t i n f o r m a t i o n a t the bottom. 

Q. And t h i s w e l l i s j u s t to the e a s t a few 

hundred f e e t of the Tycksen w e l l , i s n ' t i t ? 

A. I don't know t h a t . 

Q . W e l l , the Tycksen w e l l i s i n the 

n o r t h e a s t q u a r t e r of S e c t i o n 23, i s n ' t i t ? 

A . Yes, s i r . 

Q. And t h i s c o m p l e t i o n r e p o r t i n d i c a t e s 

t h a t t h i s w e l l i s i n the northwest q u a r t e r of 

S e c t i o n 24? 

A. Yes, s i r . 

Q. 29/13? 

A. Yes, s i r . 

Q. That would be immediately to the e a s t , 

wouldn't i t ? 

A. W e l l , you know, i n g e n e r a l d i r e c t i o n 

i t ' s immediate. T h e r e ' s q u i t e a few f e e t between 

the w e l l b o r e s . 

Q. Was t h i s w e l l , how was i t completed? 

A. I t appears to have been s t i m u l a t e d by 

7 0 - q u a l i t y foam w i t h 33,500 pounds of 12/20 sand 

and 145,000 c u b i c f e e t of n i t r o g e n a t 20 b a r r e l s 
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per minute. 

Q. Have you noted i n your study of the 

Tycksen w e l l any a d v e r s e e f f e c t on the Tycksen 

w e l l from the f r a c t u r i n g and s t i m u l a t i o n of t h i s 

G a l l e g o s Canyon U n i t No. 340 w e l l ? 

A. I don't have a c a l c u l a t o r . How f a r 

a p a r t a r e they. 

Q. W e l l , I would say t h e y ' r e a b o u t — w h a t 

i s i t , 990 p l u s 475? 

A. 1300, 1400 f e e t ? 

Q. 1465. Have you n o t i c e d a n y t h i n g ? 

A. I wouldn't ex p e c t any n e g a t i v e r e s u l t s 

at t h a t d i s t a n c e , no. 

Q. But you j u s t s a i d you have n o t i c e d i n 

o t h e r w e l l s an a d v e r s e e f f e c t up to 7000 f e e t ? 

A. I d r i l l e d a w e l l t h a t was over 7000 

f e e t deep. You u n d e r s t a n d t h a t ? The w e l l b o r e 

t h a t was o f f s e t t i n g us was 660 f e e t away. Not i n 

the F r u i t l a n d Sand, not i n the F r u i t l a n d C o a l , i t 

was i n the G a l l u p . 

The f r a c t u r e from t h a t w e l l 660 f e e t 

away e n t e r e d our w e l l b o r e . 

Q. Okay. 

A. Now, what i s the p o i n t you're making? 

T h i s i s 1400 f e e t a p a r t and I'm 660 f e e t a p a r t . 
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The G a l l u p i s a h i g h l y f r a c t u r e d f o r m a t i o n . I'm 

j u s t t e l l i n g you, they can get between w e l l b o r e s 

and 1400 f e e t i s a l o t f a r t h e r than 121 f e e t . 

Q. You're s a y i n g t h a t i t ' s c o n c e i v a b l e 

t h a t f r a c t u r e s might extend beyond 700 f e e t ? 

A. I t d i d i n t h a t one c a s e , and Western 

Company i s s a y i n g t h a t t h i s p a r t i c u l a r d e s i g n 

c o u l d go out to 688 f e e t . 

Q. Could go f u r t h e r ? 

A. T h a t ' s v e r y p o s s i b l e . 

Q. But you haven't seen any e f f e c t from 

the c o m p l e t i o n of t h i s w e l l on the Tycksen w e l l ? 

A. No, s i r , I haven't. 

Q. Now, l o o k i n g down a t the c a l c u l a t e d 

24-hour flow r a t e , what i s t h a t ? 

A. 550 Mcf. 

Q. Were you s i t t i n g here l i s t e n i n g when 

Mr. R e i n h a r d t t e s t i f i e d ? 

A. Yes, s i r , a l l day. 

Q. Did you hear him t e s t i f y t h a t the BLM 

determined t h a t t h i s w e l l was noncommercial f o r 

u n i t p u r p o s e s ? 

A. No, s i r , I don't know t h a t he 

s p e c i f i c a l l y s t a t e d t h a t or I d i d not pay 

a t t e n t i o n to t h a t f a c t . 
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Q. Mr. Simmons, what b a s i s do you have f o r 

s a y i n g t h a t foam w i l l damage the water a q u i f e r ? 

A. I am more concerned a t what w i l l come 

l a t e r . I f we do communicate to the Tycksen 

w e l l b o r e and c r e a t e a f r a c t u r e and we prop i t 

open a s the d e s i g n s a y s we p o s s i b l y c o u l d , i f we 

ar e a l l i n c o r r e c t or one of us i s c o r r e c t and the 

oth e r one i s i n c o r r e c t about the d i r e c t i o n of the 

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

we're going to get gas i n the w e l l b o r e . I f the 

w e l l b o r e i s shut i n , i t ' s going to go up behind 

the c a s i n g . I t ' s j u s t what I would assume. The 

p r e s s u r e from t h a t F r u i t l a n d Coal w i l l get i n 

behind those s u r f a c e s t r i n g s t h a t a r e not 

cemented, and get i n t o the s u r f a c e water. 

Q. You a l s o t e s t i f i e d about Mr. 

B e r t o g l i o ' s economics. These a r e p r e - d r i l l i n g 

economics, a r e n ' t t h e y ? 

A. Yes, s i r . 

Q. So you might r i s k t h i n g s d i f f e r e n t l y 

than Ms. Torbet might? 

A. Yes. I b e l i e v e he based h i s r i s k on a 

p i l o t program. 

Q. One f i n a l q u e s t i o n . I f L o c k e - T a y l o r 

D r i l l i n g Company i s concerned about the a q u i f e r , 
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wouldn't i t be b e s t f o r the Tycksen w e l l to be 

plugged? 

A. The OCD has not r e q u e s t e d t h a t to me. 

Haven't had any problems thus f a r , as you can 

t e l l . 

Q. No problems? 

A. You might c r e a t e a b i g g e r problem. 

MR. BRUCE: T h a t ' s a l l I have, Mr. 

Chairman. 

CHAIRMAN LEMAY: Mr. C a r r . 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. To be s u r e I u n d e r s t a n d your l a s t 

p o i n t , Mr. Simmons, to date t h e r e i s no 

e n v i r o n m e n t a l problem you're aware of r e l a t e d to 

the o p e r a t i o n of the Tycksen w e l l ? 

A. That I'm aware of, t h e r e ' s no 

e n v i r o n m e n t a l problem p r e s e n t i n the a r e a due to 

the c o n d i t i o n of the Ty c k s e n w e l l b o r e . 

Q. Mr. Bruce asked you a t some l e n g t h 

about the BHP G a l l e g o s Canyon Un i t No. 340, t h a t 

o f f s e t s the Tycksen w e l l to the e a s t ? 

A. Yes, s i r . 

Q. And p o i n t e d out you've a p p a r e n t l y not 

seen any problem i n the Tycksen w e l l because of 
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the c o m p l e t i o n i n t h i s w e l l ? 

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

Q. J u s t because t h e r e i s not a problem 

between two w e l l s 1465 a p a r t , does i t have any 

b e a r i n g on whether or not y o u ' l l have p o t e n t i a l 

problems when a w e l l i s completed, or o t h e r w e l l s 

a r e completed i n c l o s e p r o x i m i t y to one a n o t h e r ? 

A. L o g i c a l l y , I t h i n k you have a h i g h e r 

p r o b a b i l i t y of a problem o c c u r r i n g , the c l o s e r 

you get t o g e t h e r . 

Q. T h i s morning, Mr. R e i n h a r d t t e s t i f i e d 

t h a t the BLM u l t i m a t e l y d e c l a r e d t h a t a f t e r t h i s 

w e l l ' s p r o d u c i n g r a t e d e c l i n e d , i t was d e c l a r e d 

noneconomic f o r u n i t p u r p o s e s . You heard Mr. 

Bruce r a i s e t h a t p o i n t w i t h you? 

A. Yes, s i r . 

Q. Aren't economic f a c t o r s and what makes 

an economic w e l l , dependent upon the economics of 

the i n d i v i d u a l owner or o p e r a t o r ? 

A. A b s o l u t e l y . 

Q. I s n ' t the p r i c e you can s e l l your gas 

f o r one of the elements and f a c t o r s i n t o t h a t ? 

A. A b s o l u t e l y . 

Q. The F r u i t l a n d C oal w e l l s t h a t a r e now 

coming i n a t 300, which i s 250 below t h i s w e l l , 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

266 

t h e y ' r e p robably going to be uneconomical too, 

i s n ' t t h a t r i g h t ? 

A. I t c o u l d be. 

MR. CARR: T h a t ' s a l l I have. 

MR. BRUCE: I would move the a d m i s s i o n 

of E x h i b i t 15. 

CHAIRMAN LEMAY: Without o b j e c t i o n , 

E x h i b i t 15 w i l l be ad m i t t e d i n t o the r e c o r d . 

Commissioner C a r l s o n ? 

EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. I un d e r s t a n d the s t a t u s of the Tycksen 

w e l l , i t i s now shut i n . 

A. Yes, s i r . 

Q. I s i t c a p a b l e of producing gas? Why i s 

i t shut i n ? 

A. T h e i r c o n t r a c t was abated or ended a t 

12/31/91. They don't have the c o n t r a c t 

p r e s e n t l y . 

Q . But i t s t i l l can produce gas now 

witho u t being worked o v e r ? 

A. Yes, s i r . To my knowledge, i t can. 

Q. How much gas i s t h a t w e l l c a p a b l e of 

produc i n g ? 

A. I don't know. I see i n test i m o n y i t 
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was making 10, 15 Mcf per day l a s t p r o d u c t i o n . I 

don 1 t know. 

Q. When you looked a t the r i s k a n a l y s i s , I 

b e l i e v e you were l o o k i n g at BHP E x h i b i t No. 11, 

you agreed t h a t t h e r e was a p o t e n t i a l 

1 O -percent-completion r i s k , i s t h a t c o r r e c t ? 

A. I agreed to t h a t , s i r . There i s always 

a r i s k on any c o m p l e t i o n . 

Q. But you don't recommend any r i s k f a c t o r 

f o r a n y t h i n g e l s e i n v o l v e d w i t h the d r i l l i n g ? 

A. No, s i r , I don't. The w e l l i s 

d r i l l e d . We have a w e l l b o r e , we have i t 

cemented, and here we a r e t r y i n g to d e c i d e 

whether t h e r e i s a r i s k i n v o l v e d to d r i l l i n g the 

w e l l . There a r e no r i s k s to d r i l l i n g the w e l l . 

There remains a r i s k to the c o m p l e t i o n of the 

we 11 . 

Q. What you're s a y i n g , then, i s t h i s 

Commission, e v e r y time t h e r e ' s a f o r c e d p o o l i n g 

c a s e where the w e l l has a l r e a d y been d r i l l e d , 

they s h o u l d a s s i g n no r i s k whatsoever toward 

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

A. No, I'm not s a y i n g t h a t . I'm s a y i n g 

t h a t i f I am going to d r i l l a w e l l which you have 

a chance to p a r t i c i p a t e i n , and I do not come to 
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you p e r s o n a l l y and ask you i f you want to 

p a r t i c i p a t e , i n a t i m e l y f a s h i o n , and I take the 

r i s k upon myself to d r i l l and complete the w e l l , 

I would l o v e to come to you, e s p e c i a l l y i f I ' v e 

got a c o a l seam or any k i n d of zone t h e r e t h a t 

l o o k s l i k e i t c o u l d be a good w e l l , and charge 

you an e x t r a 156 p e r c e n t . T h a t ' s good 

economics. 

Now, i f I asked you ahead of time i f 

you wanted to p a r t i c i p a t e i n t h a t w e l l and you 

duly d e c l i n e d , i n a t i m e l y f a s h i o n , b e f o r e we 

d r i l l i t , then perhaps you s h o u l d pay the 156 

p e r c e n t or 200 p e r c e n t . I have h e l d out of some, 

and I'm p a y i n g a 300-percent c l a u s e , p e r s o n a l l y . 

CHAIRMAN LEMAY: I have a couple of 

q u e s t i o n s h e r e , Mr. Simmons. 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. Did you make any e v a l u a t i o n of the 

v a l u e of t h a t T y c k s e n w e l l , e i t h e r f o r i t s 

m e c h a n i c a l v a l u e or the r e m a i n i n g gas r e s e r v e s 

d i s c o u n t e d ? 

A. The Tycksen w e l l b o r e i n the F r u i t l a n d 

Sand, or t h e - -

Q. The w e l l today, would i t have a market 
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v a l u e ? 

A. I d i d not do a c a s h flow market 

a n a l y s i s of the Tycksen F r u i t l a n d Sand, s i r . I 

d i d not. 

Q. Do you have any e s t i m a t e as to i t s 

v a l u e today i n the f r e e market? 

A. I would hate to o f f e r an o p i n i o n . 

Q. Your E x h i b i t No. 4, the Western Company 

f r a c , does t h a t assume t h a t t h a t d i s t a n c e i s 

h o r i z o n t a l or h o r i z o n t a l - v e r t i c a l , or a 

combination of both? 

A. I t h i n k a l l f r a c t u r e s , the d i s t a n c e 

away from the w e l l b o r e i s c o n t r o l l e d by the 

h e i g h t of the f r a c t u r e . They may be making an 

assumption t h a t i t ' s going to s t a y i n the c o a l 

c o m p l e t e l y ; i . e . , i t ' s going to stop at the top 

of the c o a l or stop a t the bottom of the c o a l . 

Does t h a t happen? Pro b a b l y not. I t probably 

c o u l d get i n i f t h e r e ' s a sand above i t or the 

P i c t u r e d C l i f f s below. T h e r e ' s been a l o t of 

assumptions made as to where a f r a c has gone. 

We a n a l y z e f r a c t u r e s by the s h u t - i n 

p r e s s u r e s and the f r a c t u r e g r a d i a n t , and the 

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

B a s i n i n the F r u i t l a n d C o a l , as they do i n the 
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sandstones, Dakota, Gallup, Mesaverde. An 

assumption i s made based on these f r a c t u r e 

gradiants shown to c a l c u l a t e a sh u t - i n i f i t 

stayed i n the c o a l . And sometimes they c a l c u l a t e 

i t much lower and we a n t i c i p a t e they probably 

went into the F r u i t l a n d or i n the P i c t u r e d 

C l i f f s . 

Q. When Western put out that t a b l e , are 

they assuming i t ' s a h o r i z o n t a l distance confined 

to the f r a c t u r e ? 

A. I b e l i e v e so. 

Q. You mentioned you're f a m i l i a r with the 

surface area to some extent, I guess; you have a 

f r i e n d that has a house there, and so f o r t h . 

Looking at E x h i b i t No. 1, are you f a m i l i a r , 

anywhere on the surface here, of c u r r e n t l y any 

gas contamination of f r e s h water s u p p l i e s ? 

A. No, s i r . 

Q. You're f a m i l i a r , are you, that we have 

had, i n the San Juan Basin, some cases of gas 

contamination of f r e s h water s u p p l i e s ? 

A. Yes, s i r , I am. 

Q. Both from old wellbores, deeper gas and 

from the F r u i t l a n d becoming, b a s i c a l l y , a gas 

tr a n s p o r t a t i o n transformation now and 
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i n t e r s e c t i n g l i n e ? 

A. I ' v e heard two d i f f e r e n t o p i n i o n s . 

When the c l a i m i s of a new w e l l b o r e being 

produced and p r o p e r l y cemented to the s u r f a c e , i f 

I do t h a t I'm going to c l a i m t h a t I'm not 

c o n t a m i n a t i n g the s u r f a c e w a t e r s ; so a c o n t e n t i o n 

to some of t h e s e c l o s e l y r e l a t e d w e l l b o r e s t h a t , 

i n the p a s t , were not cemented a c r o s s the 

F r u i t l a n d . 

You d r i l l a Dakota w e l l , s e t an 

i n t e r m e d i a t e 7 - i n c h s t r i n g and t a c k i t w i t h 150 

s a c k s of cement, a l o t of times l e f t the 

F r u i t l a n d C o a l open. I ' v e heard a t h e o r y t h a t 

p r o d u c t i o n from the w e l l cemented F r u i t l a n d Coal 

c r e a t e s t h i s d e s o r b i n g a c t i o n which r e l e a s e s gas 

i n the o l d w e l l b o r e , t h a t comes up behind the 

w e l l b o r e . I d i s c u s s e d t h i s w i t h E r n i e Busch at 

the A z t e c OCD. I t ' s a good t h e o r y , I guess. I 

don't know whether you c o u l d prove i t or not, but 

t h e r e ' s a problem. 

Q. There have been c e r t a i n a r e a s , and I 

was c u r i o u s whether you were f a m i l i a r w i t h any 

problem i n t h i s p a r t i c u l a r a r e a ? 

A. No, n o t h i n g t h a t has come about. There 

was a l o t of problems i n the Cedar H i l l a r e a . 
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I've d r i l l e d quite a few w e l l s up north of that, 

e a s t , and around that area for MacKenzie Methane 

and other independent operators, and we're very 

doggone c a r e f u l as to how we cement those w e l l s . 

And eve i f we do cement them f u l l 

s t r i n g , we get honeycomb i n the cement, and I've 

had to go back and squeeze the braidenhead 

because you c i r c u l a t e cement with a witness there 

watching i t from the BLM, and yet three months 

l a t e r I got 150 pounds on the braidenhead. 

Where does i t come from? I t came up 

through the cement. How do we cut i t out? 

That's yet to be determined. I t ' s a problem. 

Any cemented w e l l , i f there's any gas l i b e r a t e d 

from the zone as the cement passes, i t ' s p o s s i b l e 

i t w i l l honeycomb i t . I've seen that quite a 

b i t . We've changed cement techniques and 

q u a l i t i e s of cement and types of cement up in the 

Cedar H i l l and the bonded area, to t r y and 

el i m i n a t e t h i s honeycombing e f f e c t . 

CHAIRMAN LEMAY: That's a l l the 

questions I have. 

Additi o n a l questions of the witness? 

I f not, he may be excused. 

Additional witnesses? Are we 
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f i n i s h e d ? Great. Did you want to sum up 

b r i e f l y ? 

( D i s c u s s i o n off the record.) 

CHAIRMAN LEMAY: A l l r i g h t , Mr. T u l l y . 

MR. TULLY: I would l i k e to thank the 

Commission. I t ' s been a long day. We r e a l l y 

a ppreciate the opportunity to f i n a l l y have a f u l l 

hearing on the matter. 

Also, as you have gathered up, we have 

numerous i s s u e s that need to be resolved, l e g a l 

i s s u e s . I think you probably e s p e c i a l l y noticed 

i t when I asked, at l e a s t f i v e d i f f e r e n t times, 

answers to questions p e r t a i n i n g to the commitment 

or the not commitment and the t r e s p a s s i s s u e s 

where Mr. Bruce objected because I was asking for 

a l e g a l conclusion. 

As you r e c a l l , when we f i r s t s t a r t e d 

today's hearing, we made a Motion to Continue 

because we knew there would have to be l e g a l 

determinations made. 

At t h i s time, I would be glad to 

o u t l i n e what we think the l e g a l i s s u e s are. I f 

you think you've p r e t t y w e l l i d e n t i f i e d them, I 

won't spend time doing that. I've got i t in 

summary form, j u s t whatever the pleasure of the 
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Commission i s . 

CHAIRMAN LEMAY: I t h i n k what I ' l l ask 

f o r i s d r a f t o r d e r s from both c o u n s e l , anyway, 

and c e r t a i n l y f e e l f r e e to summarize i n those 

recommended d r a f t o r d e r s . 

MR. TULLY: T h a t ' s f i n e . Why don't we 

do t h a t . W e'll j u s t submit w r i t t e n c l o s i n g 

arguments. But I would l i k e to p o i n t to the 

a t t e n t i o n of the Commission s t a t u t e s NMSA 72-12. 

And i n p a r t i c u l a r I ' l l t a l k about the damage to 

the Tycksen w e l l f i r s t , and then conclude w i t h 

the t r e s p a s s or commitment i s s u e . 

P l e a s e note t h a t i n 7 2 - 1 2 ( B ) ( 2 ) t h a t 

the New Mexico O i l C o n s e r v a t i o n D i v i s i o n , which 

i s a c r f e a t u r e of s t a t u t e , has c e r t a i n d u t i e s and 

r e s p o n s i b i l i t i e s t h a t i t must comply w i t h . 

Number two i s , i t must p r e v e n t — and I'm going to 

summarize t h i s to b r i n g i t s p e c i f i c a l l y i n t o 

t h e s e s i t u a t i o n s , to p r e v e n t n a t u r a l gas or water 

from e s c a p i n g from s t r a t a i n which i t i s found 

i n t o o t h e r s t r a t a . 

You've heard e x p e r t w i t n e s s testimony, 

even though i t may be c o n t r a d i c t o r y , but we do 

have t h a t q u e s t i o n h e r e . We a l s o have i n number 

4, "To p r e v e n t the drowning by water of any 
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stratum or part thereof capable of producing gas 

and i n paying q u a n t i t i e s , and to prevent the 

premature and i r r e g u l a r encroachment of water and 

any other kind of water encroachment which 

reduces or intends to reduce the ultimate 

recovery of gas from any pool. 

And then, number 7, "To require w e l l s 

to be d r i l l e d , operated and produced i n such 

manner as to prevent i n j u r y to neighboring l e a s e s 

or p r o p e r t i e s . Now, you can see how a l l of those 

f i t into the s i t u a t i o n p e r t a i n i n g to the 

completion of the 391 w e l l and the Tycksen w e l l . 

Now, here's, I guess, the most 

important thing that I want to bring out to you. 

And you can t e l l that t h i s t i t l e i s s u e , or t h i s 

t r e s p a s s i s s u e , i s very important, a l s o . But 

number 8 of t h i s same s t a t u t e s p e c i f i e s the 

s p e c i f i c d u t i e s of t h i s Commission, to i d e n t i f y 

the ownership of o i l or gas producing l e a s e s , 

p r o p e r t i e s , w e l l s , tanks, et c e t e r a , et c e t e r a . 

Notice i t says "to i d e n t i f y the 

ownership." We're here today, and we have 

d i f f e r e n t ideas i n s o f a r as the r i g h t to d r i l l . 

We a l s o have d i f f e r e n t ideas as to the ownership 

of the r i g h t to d r i l l and who can d r i l l on 
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t h e s e . And so based upon t h e s e p a r t i c u l a r and 

s p e c i f i c powers t h a t a r e g i v e n by s t a t u t e to the 

O i l C o n s e r v a t i o n D i v i s i o n and to the Commission, 

at t h i s time we would l i k e to a g a i n move to 

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

d e t e r m i n a t i o n made of the l e g a l i s s u e s p e r t a i n i n g 

to the commitment or noncommitment, and a l s o a 

d e t e r m i n a t i o n as to the i s s u e s p e r t a i n i n g to the 

damage to the Tycksen w e l l . 

Thank you. And we w i l l submit our 

a p p r o p r i a t e c l o s i n g s t a t e m e n t . 

CHAIRMAN LEMAY: Thank you v e r y much, 

Mr. T u l l y . Mr. Bruce? 

MR. BRUCE: F i r s t I ' l l a d d r e s s one of 

Mr. T u l l y ' s p o i n t s . I t s a y s " I d e n t i f y the 

ownership," however, you go to the f o r c e p o o l i n g 

s t a t u t e , S e c t i o n 1 7 ( C ) , and i t t a l k s about f o r c e 

p o o l i n g . "Where such owner or owners have not 

agreed to pool t h e i r i n t e r e s t or where one such 

s e p a r a t e owner has d r i l l e d or proposes to d r i l l a 

w e l l , " t h a t ' s the b a s i s of the f o r c e p o o l i n g 

s t a t u t e , t o g e t h e r w i t h the g o o d - f a i t h e f f o r t to 

get the p a r t y to j o i n . 

O b v i o u s l y , the Commission or the 

D i v i s i o n must, i n the f i r s t p l a c e , determine i f 
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the a p p l i c a n t has the r i g h t to d r i l l . T h a t ' s why 

we t h i n k i t ' s proper f o r the Commission, f o r the 

D i v i s i o n i n an a p p r o p r i a t e c a s e , to make t h a t 

d e t e r m i n a t i o n . We t h i n k we've s u p p l i e d enough 

i n f o r m a t i o n to the Commission to show t h a t BHP 

has the r i g h t to d r i l l because the t r a c t i s 

committed to the u n i t . 

Mr. T u l l y ' s own E x h i b i t Q even s t a t e s 

t h a t T r a c t 102 i s committed to the u n i t , and 

under A r t i c l e 7 of the U n i t Agreement, BHP then 

has the r i g h t to d r i l l . 

One t h i n g I r e a l l y wanted to r e f e r to, 

Mr. T u l l y went on and on about A r t i c l e 24 of the 

U n i t Agreement. One of the p r o v i s i o n s he was 

t a l k i n g about, t a l k e d about j o i n d e r of nonworking 

i n t e r e s t owners, and one of the s p e c i f i c comments 

i s , " A f t e r f i n a l a p p r o v a l of t h i s agreement, 

j o i n d e r by a n o n c o n s e n t i n g i n t e r e s t owner, must 

be c o n s e n t e d to i n w r i t i n g by the working 

i n t e r e s t owner committed h e r e t o . " 

O b v i o u s l y , by e x p r e s s terms of the U n i t 

Agreement, a working i n t e r e s t owner, a l o n e , can 

commit h i s i n t e r e s t w i t h o u t the j o i n d e r of the 

r o y a l t y i n t e r e s t . 

We've gone on a t l e n g t h and we can 
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submit our c l o s i n g arguments, as Mr. T u l l y s a i d , 

but I t h i n k the e x h i b i t s make i t c l e a r t h a t 

a l t h o u g h t h e r e was some q u e s t i o n back i n 1952, 

t h e r e i s no longer any q u e s t i o n t h a t BHP i s the 

s u b - o p e r a t o r of T r a c t 102 because the working 

i n t e r e s t i s committed to the u n i t . 

The second i s s u e I would l i k e to 

a d d r e s s i s good f a i t h . O b v i o u s l y , under S e c t i o n 

18 of the s t a t u t e s , BHP i s r e q u i r e d to make a 

g o o d - f a i t h e f f o r t to get Mrs. Locke's i n t e r e s t s 

committed to the w e l l . S t a r t i n g i n October of 

1990 and c o n c l u d i n g about seven months l a t e r , i n 

May of 1991, BHP attempted to p u r c h a s e Mrs. 

Locke's i n t e r e s t s . They o f f e r e d her the h i g h e s t 

p r i c e they p a i d to anybody i n the f i e l d , h i g h e r 

than any p r i c e they p a i d . 

I t ' s t r u e , BHP d i d n ' t o f f e r a farmout; 

however, a farmout o f f e r i s n ' t r e q u i r e d by the 

s t a t u t e , i t j u s t r e q u i r e s a g o o d - f a i t h o f f e r . 

Mrs. Locke h e r s e l f never r e q u e s t e d a farmout, 

never asked to j o i n i n the w e l l d u r i n g t h a t 

seven-month p e r i o d . What BHP d i d o f f e r was a 

package worth a p p r o x i m a t e l y what Mrs. Locke's own 

e n g i n e e r s e v a l u a t e the p r o s p e c t a t , and I d i d n ' t 

hear any t e s t i m o n y today t h a t Mrs. Locke has 
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r e c e i v e d a b e t t e r o f f e r i n the i n t e r i m . I n f a c t , 

BHP would be g l a d i f she j o i n e d i n the w e l l . 

They would probably p r e f e r t h a t now to the 

p u r c h a s e o f f e r they made some time ago, a l t h o u g h 

s h e ' s never been e x p r e s s e d t h a t i n t e r e s t . 

Now, most of the t estimony today has 

been d i r e c t e d a t the 391 w e l l . Once a g a i n , I 

would l i k e to p o i n t out t h a t the 390 w e l l , the 

one the southwest q u a r t e r , t h e r e i s no d i s p u t e 

t h a t BHP had the r i g h t to d r i l l t h a t w e l l . I t ' s 

on i t s l e a s e or on a l e a s e i t has under farmout 

from Amoco, i t had the r i g h t to o r i e n t the u n i t 

as a stand-up u n i t . There was no e v i l i n t e n t i n 

the way i t o r i e n t e d the u n i t s , i t j u s t d i d 

stand-up i n t h a t p a r t of the f i e l d . 

We urge the Commission to approve the 

stand-up u n i t and d e s i g n a t e BHP as o p e r a t o r of 

t h a t w e l l . Once a g a i n , we p o i n t out t h a t Mrs. 

L o c k e 's c o r r e l a t i v e r i g h t s w i l l be p r o t e c t e d 

because she w i l l r e c e i v e her p r o - r a t a s h a r e of 

p r o t e c t i o n , which i s mandated by the f o r c e 

p o o l i n g s t a t u t e . 

Although i t r e a l l y d i d n ' t come out 

today, as Mr. S t o v a l l remarked once on the 

r e c o r d , t h e r e a r e n ' t competing f o r c e p o o l i n g 
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a p p l i c a t i o n s h e r e , but some comments were made 

about who sh o u l d o p e r a t e the w e l l . I n the p r i o r 

h e a r i n g , i n which the r e c o r d was i n c o r p o r a t e d , , 

BHP t e s t i f i e d i t o p e r a t e s 180 w e l l s i n the a r e a , 

L o c k e - T a y l o r D r i l l i n g Company o p e r a t e s one or two 

w e l l s . Because t h e s e a r e G a l l e g o s Canyon U n i t 

w e l l s and because of i t s b i g g e r or b e t t e r 

e x p e r i e n c e i n the f i e l d , we t h i n k BHP s h o u l d be 

d e s i g n a t e d as o p e r a t o r . 

F i n a l l y , Mr. Chairman, r e g a r d i n g 

a l l e g e d damage to the Tycksen w e l l , BHP's w i t n e s s 

t e s t i f i e d t h a t t h e r e would be no damage to the 

Tycksen w e l l . I t would r e q u i r e an i n c r e d i b l e 

s t r i n g of e v e n t s . F i r s t , the f r a c t u r e would have 

to r e a c h the w e l l , i t would have to be o r i e n t e d 

i n t h a t d i r e c t i o n , the pl u g would have to 

f r a c t u r e , the f r a c t u r e would have to go o f f the 

plug , e t c e t e r a , e t c e t e r a , e t c e t e r a . We don't 

t h i n k t h a t ' s l i k e l y . 

I f , by some w i l d s t r e t c h of the 

i m a g i n a t i o n i t happens, we would note t h a t i f the 

w e l l i s damaged, of c o u r s e Mrs. Locke has her 

remedy i n c o u r t . We're not here to a d d r e s s t h a t 

p a r t i c u l a r i s s u e today. 

We a l s o f i n d i t i n t e r e s t i n g t h a t a y e a r 
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ago, i f you would r e f e r , l a t e r on, to E x h i b i t 5, 

BHP r e c e i v e d a demand from Mr. T u l l y , on b e h a l f 

of Mrs. Locke, which made a number of demands, 

one of which was to go ahead and complete the 391 

w e l l . Now t h e y ' r e s a y i n g , no, no, no, no, no, 

don't complete i t . 

F r a n k l y , we q u e s t i o n why they wanted to 

complete i t then but now they say i t might be 

damaged. They say i t might be damaged but, 

n o n e t h e l e s s , i t ' s s t i l l a good w e l l b o r e and i t 

s h o u l d be used to d r i l l down to the P i c t u r e d 

C l i f f s . They have c o n f l i c t i n g r e a s o n s f o r 

demanding t h a t the 391 w e l l not be completed. We 

don't t h i n k those r e a s o n s have any b a s i s i n f a c t , 

and we would urge the Commission to approve both 

of t h e s e a p p l i c a t i o n s . 

CHAIRMAN LEMAY: Thank you, Mr. Bruce. 

Anyone who wants to make a statement or 

p r e s e n t a d d i t i o n a l i n f o r m a t i o n i n t h i s c a s e ? 

Okay. We'll l e a v e the r e c o r d open f o r 10 days 

f o r a d d i t i o n a l i n f o r m a t i o n , and w e ' l l take t h i s 

c a s e under advisement. Thank you v e r y much. 

(And the p r o c e e d i n g s concluded.) 
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HEARING EXAMINER: At t h i s t i m e I ' l l c a l l case numbers 

10345 and 10346, which w i l l be c o n s o l i d a t e d f o r purposes o f 

th e t e s t i m o n y a t t h i s t i m e . 

MR. STOVALL: Both cases a r e t h e a p p l i c a t i o n o f BHP 

Petrol e u m ( A m e r i c a s ) , I n c . , f o r compulsory p o o l i n g , San Juan 

County, New Mexico. 

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

MR. BRUCE: Mr. Examiner, my name i s Jim Bruce from t h e 

H i n k l e law f i r m i n Albuquerque, r e p r e s e n t i n g t h e a p p l i c a n t 

i n c o n j u n c t i o n w i t h John Bowden, a s s o c i a t e g e n e r a l counsel 

o f BHP Pet r o l e u m . 

MR. CARR: May i t p l e a s e t h e Examiner, my name i s 

W i l l i a m F. Carr o f t h e law f i r m Campbell and Bl a c k , P.A., i n 

Santa Fe. I r e p r e s e n t Louise Locke, d o i n g b u s i n e s s as Locke 

D r i l l i n g Company, i n o p p o s i t i o n t o t h e a p p l i c a t i o n . I'm 

ap p e a r i n g i n a s s o c i a t i o n w i t h R i c h a r d T. C. T u l l y o f 

Farmin g t o n , who a l s o r e p r e s e n t s Mrs. Locke, and we have one 

w i t n e s s . 

HEARING EXAMINER: Are t h e r e any o t h e r appearances? 

S h a l l we swear t h e w i t n e s s e s i n a t t h i s t i m e , Mr. 

S t o v a l l ? 

MR. STOVALL: Yes. 

HEARING EXAMINER: W i l l t h e w i t n e s s e s p l e a s e stand? 

(Witnesses sworn.) 

HEARING EXAMINER: Are t h e r e reasons f o r opening 
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remarks a t t h i s t i m e , Mr. Ca r r , Mr. Bruce? 

MR. BRUCE: W e l l , I wasn't g o i n g t o make one. I 

un d e r s t o o d Mr. Carr may be making a m o t i o n . I w i l l l e t him 

proceed. 

HEARING EXAMINER: Mr. Carr? 

MR. CARR: May i t p l e a s e t h e Examiner, i f our t i t l e 

work i s c o r r e c t , we a r e a p p e a r i n g b e f o r e you o f t h e b e l i e f 

t h a t BHP Petro l e u m ( A m e r i c a s ) , I n c . , has no i n t e r e s t and no 

r i g h t t o d r i l l a w e l l which t h e y have d r i l l e d i n t h e 

n o r t h e a s t q u a r t e r o f S e c t i o n 23, which i s t h e t r a c t t h a t i s 

t h e s u b j e c t o f the s e h e a r i n g s . 

T h i s t r a c t i s now t h e s u b j e c t o f a l a w s u i t . The 

c e n t r a l q u e s t i o n i n t h a t i s t h e v e r y q u e s t i o n t h a t I just-

m entioned, t h e ownership and t h e r i g h t s i n t h e n o r t h h a l f o f 

t h i s s e c t i o n . T h i s i s a q u e s t i o n t h a t we submit i s not an 

a p p r o p r i a t e q u e s t i o n f o r t h e d i v i s i o n t o r e s o l v e , t h a t 

t h a t ' s something t h a t has t o be dec i d e d i n c o u r t . The f i r s t -

h e a r i n g i n t h a t m a t t e r , as I u n d e r s t a n d , i s scheduled f o r 

tomorrow morning i n Aztec b e f o r e Judge Esburn. A c c o r d i n g l y , 

we would move t h a t t h e h e a r i n g on b o t h these cases be 

c o n t i n u e d i n d e f i n i t e l y . We've t a l k e d t o Mr. Bruce about a 

v o l u n t a r y c o n t i n u a t i o n , and we've been unable t o g et t h a t . 

T h e r e f o r e , I would aove t h a t t h e cases be c o n t i n u e d . 

HEARING EXAMINER: Mr. Bruce. 

MR. BRUCE: Mr. Examiner, BHP w i l l p r e s e n t evidence 
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t h a t t h e r e i s no d i s p u t e over t h e ownership. Louise Locke 

does own t h e p e r t i n e n t w o r k i n g i n t e r e s t i n t h e n o r t h h a l f o f 

S e c t i o n 23. BHP owns or o p e r a t e s t h e sou t h h a l f o f S e c t i o n 

23. I t i s a l s o BHP's c o n t e n t i o n s t h a t i t o p e r a t e s most o f 

t h e n o r t h e a s t q u a r t e r o f S e c t i o n 23. There i s no d i s p u t e 

over t h a t o w nership. 

But t h i s case does i n v o l v e i s s u e s t h a t t h e OCD 

has e x c l u s i v e j u r i s d i c t i o n t o d e t e r m i n e . We w i l l be a s k i n g 

t h e OCD t o make d e t e r m i n a t i o n s r e g a r d i n g u n i t o r i e n t a t i o n , 

w e l l l o c a t i o n -- a t l e a s t one w e l l l o c a t i o n -- who o p e r a t e s 

t h e two w e l l s , and, o f c o u r s e , t h e o t h e r compulsory p o o l i n g 

m a t t e r s , such as p e n a l t y . 

BHP asks you t o hear t h e s e cases and t o make 

thes e d e t e r m i n a t i o n s . L o u i s e Locke i s f r e e t o c o n t i n u e her 

l a w s u i t c o n c u r r e n t l y w i t h t h e OCD p r o c e e d i n g s , i f she so 

d e s i r e s , b u t t h e r e i s no c o u r t o r d e r p r e v e n t i n g t h e OCD from 

p r o c e e d i n g . 

And i n view o f t h e OCD's e x c l u s i v e j u r i s d i c t i o n 

on compulsory p o o l i n g , BHP, we b e l i e v e , i s e n t i t l e d t o 

p r e s e n t t h e s e cases, and t h e OCD does have t h e r i g h t t o hear 

them. There i s a case t h a t was f i l e d by Mr. T u l l y on b e h a l f 

o f L o u i s e Locke i n the d i s t r i c t c o u r t o f San Juan County. 

BHP has j u s t removed t h a t case t o f e d e r a l c o u r t , and t h e r e 

w i l l be no h e a r i n g today b e f o r e t h e d i s t r i c t c o u r t , j u s t as 

a m a t t e r o f c l a r i f i c a t i o n . 
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MR. STOVALL: May I ask some q u e s t i o n s ? L e t ' s c l a r i f y 

where we a r e on t h i s i s s u e t h e n . T h i s i s n o t t h e 

c o n v e n t i o n a l f o r c e d p o o l i n g -- compulsory p o o l i n g case, as I 

un d e r s t a n d i t . Most o f t h o s e i n v o l v e competing a p p l i c a t i o n s 

t o d r i l l o r o p e r a t e a w e l l . I s t h a t assumption c o r r e c t ? Do 

you b o t h agree w i t h t h a t assumption? 

MR. BRUCE: To a c e r t a i n e x t e n t . I b e l i e v e t h a t Mrs. 

Locke i s o r w i l l be c o n t e n d i n g t h a t s i n c e she owns t h e n o r t h 

h a l f , t h a t t h a t s h o u l d be d e d i c a t e d t o her own w e l l . BHP i s 

c o n t e n d i n g t h e r e s h o u l d be standup u n i t s , i n which, o f 

co u r s e , Mrs. Locke would share a p r o r a t a i n p r o d u c t i o n from 

t h e two w e l l s . 

MR. STOVALL: What you're s a y i n g i s t h a t Mrs. Locke 

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

t h e n o r t h h a l f o f t h e s e c t i o n ; BHP owns t h e s u b j e c t m i n e r a l s 

i n t h e s o u t h h a l f o f t h e s e c t i o n ? 

MR. BRUCE: Owns or o p e r a t e s . 

MR. STOVALL: Has t h e r i g h t s t o . I s t h a t e s s e n t i a l l y 

c o r r e c t , Mr. Carr? 

MR. CARR: That i s c o r r e c t as t o t h e ownership. We 

don't d i s p u t e we own t h e n o r t h h a l f , t h e y own t h e south 

h a l f . The q u e s t i o n r e a l l y , I t h i n k , h inges on who has t h e 

o p e r a t i n g r i g h t s i n t h e n o r t h h a l f . The w e l l s have been 

d r i l l e d . I t i s our p o s i t i o n and o p i n i o n t h a t t h e r e a re no 

o p e r a t i n g r i g h t s , t h a t BHP has none i n t h e n o r t h h a l f . 
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Consequently, t h e w e l l t h a t was d r i l l e d was done -- t h e i r 

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

t r e s p a s s . 

And even though t h i s can be c a s t as p r e s e n t i n g 

t y p i c a l , r o u t i n e compulsory p o o l i n g q u e s t i o n s t o you, one o f 

th e t h r e s h o l d c o n d i t i o n s t h a t must be met b e f o r e an 

a p p l i c a t i o n f o r p o o l i n g can be b r o u g h t b e f o r e you, b e f o r e 

you can d e c i d e i t , i s t h a t t h e o p e r a t o r has t h e r i g h t t o 

d r i l l . W i t h no o p e r a t i n g r i g h t s , t h e y c a n ' t meet t h a t f i r s t 

t e s t . U n t i l t h a t ' s d e t e r m i n e d i n a c o u r t p r o c e e d i n g , we 

submit t h a t i t i s n o t o n l y p r e m a t u r e , b u t i n a p p r o p r i a t e f o r 

you t o s t a r t p o o l i n g lands f o r someone who we contend has no 

r i g h t t o d r i l l and d i d . 

MR. BRUCE: W e l l , once a g a i n , Mr. S t o v a l l , Mr. 

Examiner, t h e landman w i l l p r e s e n t t e s t i m o n y t h a t BHP 

b e l i e v e s i t does own o p e r a t i n g r i g h t s under t h e d r i l l s i t e , 

and, number two, t h e compulsory p o o l i n g s t a t u t e e x p r e s s l y 

p r o v i d e s t h a t compulsory p o o l i n g can t a k e p l a c e b e f o r e o r 

a f t e r a w e l l i s d r i l l e d . 

MR. STOVALL: The q u e s t i o n whether t h e w e l l s h o u l d have 

been d r i l l e d o r n o t b e f o r e t h e p o o l i n g had t a k e n p l a c e i s 

not r e l e v a n t t o whatsoever we s h o u l d h o l d a h e a r i n g . Both 

w e l l s have been d r i l l e d and t h e y ' r e b o t h i n t h e n o r t h h a l f ; 

i s t h a t c o r r e c t ? 

MR. BRUCE: No, s i r . One i s i n t h e southwest q u a r t e r 
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and one i s i n t h e n o r t h e a s t q u a r t e r , p u r s u a n t t o t h e 

F r u i t l a n d Coal p o o l s . 

MR. STOVALL: So what i s Mrs. Locke's p o s i t i o n w i t h 

r e s p e c t t o t h e w e l l i n t h e southwest q u a r t e r which i s 

proposed as a west h a l f d e d i c a t i o n ? 

MR. CARR: Our p o s i t i o n on t h a t i s t h a t i t a l s o s h o u l d 

be c o n t i n u e d i n d e f i n i t e l y because d e d i c a t i o n o f t h e west 

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

t h e p a r t i e s on b o t h s i d e s as t o how t h i s t r a c t can be 

developed c o n s i s t e n t w i t h OCD r u l e s and t h e ownership 

t h e r e i n as we b e l i e v e i t t o be. 

You know, t h e powers o f t h e commission are 

enumerated i n t h e O i l and Gas A c t , and you're empowered t o 

i d e n t i f y o w n e r s h i p , b u t n o t t o d e t e r m i n e . I t h i n k what 

you're b e i n g asked t o do i s , i n e f f e c t o r a f a s h i o n , 

d e t e r m i n e o w n e r s h i p , and I don't t h i n k you r e a l l y can j u s t 

say, " W e l l , we're g o i n g t o j u s t pass over t h a t p o i n t , " 

because I submit i t ' s r e a l l y a p r e c o n d i t i o n t o your 

e x e r c i s i n g j u r i s d i c t i o n i n combining p r o p e r t i e s . You have 

no r i g h t t o be t h e r e t o d r i l l t h e w e l l . I don't t h i n k you 

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

MR. STOVALL: What you're s u g g e s t i n g , i f I hear you, 

Mr. C a r r , i s t h a t -- i n i t i a l l y , l e t me back up and make sure 

we g e t t h e a p p l i c a t i o n down. BHP has d r i l l e d these two 

w e l l s , and t h e y propose t o f o r c e p o o l Mrs. Locke's i n t e r e s t 
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i n t o a west h a l f p r o r a t i o n u n i t and an ea s t h a l f p r o r a t i o n 

u n i t . 

Mrs. Locke i s opposing t h o s e a p p l i c a t i o n s and 

would l i k e t o o p e r a t e her w h o l l y owned n o r t h h a l f as a 

p r o r a t i o n u n i t and l e t BHP o p e r a t e i t s w h o l l y owned so u t h 

h a l f o f t h e p r o r a t i o n u n i t . 

MR. CARR: Mrs. Locke has a w e l l i n t h e n o r t h h a l f . 

MR. STOVALL: I n t h i s p o o l ? 

MR. CARR: No, i t i s t h e F r u i t l a n d sand as opposed t o 

c o a l , and she wants t o c o n t i n u e o p e r a t i o n s as the y e x i s t . 

MR. BRUCE: And BHP i s not c o n t e s t i n g her r i g h t t o 

c o n t i n u e o p e r a t i n g i n t h e F r u i t l a n d sand. 

MR. STOVALL: L e t me t a k e you back a s t e p here, and 

l e t ' s d e a l w i t h one case, t h a t b e i n g t h e case 10345. BHP 

has d r i l l e d a w e l l i n t h e southwest q u a r t e r o f S e c t i o n 23, 

c o r r e c t ? 

MR. BRUCE: That's c o r r e c t . 

MR. STOVALL: And t h e y a r e p r o p o s i n g t o d e d i c a t e a west 

h a l f u n i t t o t h a t w e l l ? 

MR. CARR: C o r r e c t . 

MR. STOVALL: And so w i t h r e s p e c t t o t h a t p a r t i c u l a r 

w e l l , t h e r e ' s no t r e s p a s s i s s u e i n v o l v e d as f a r as d i s t r i c t 

c o u r t c l a i m , whether s t a t e o r f e d e r a l . 

MR. CARR: The o n l y problem we have t h e r e i s t h a t i f , 

i n f a c t , t h e w e l l i n t h e n o r t h e a s t i s t h e r e s u l t o f t r e s p a s s 
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-- t h a t ' s our c o n t e n t i o n -- t h a t by e s t a b l i s h i n g a standup 

u n i t , t h e n you're g o i n g t o have t o come back and undo t h a t 

i f t h e y e l e c t t o d e d i c a t e t h e i r own 320 acres t o t h e i r own 

w e l l i n t h e s o u t h h a l f a t a l a t e r d a t e . I t h i n k u n t i l t h e 

t i t l e i s r e s o l v e d , t h e d e t e r m i n a t i o n as t o who has o p e r a t i n g 

r i g h t s i s r e s o l v e d , t h e m a t t e r s h o u l d s i m p l y be c o n t i n u e d . 

MR. STOVALL: And BHP's c o n t e n t i o n -- I mean, l o o k i n g 

a t i t f r o m t h e o t h e r s i d e , i s t h a t you c o u l d argue t h e one 

case and for m a 320-acre west h a l f p r o r a t i o n u n i t . That 

t h e n l e a v e s o n l y t h e ea s t h a l f t o be d e d i c a t e d t o t h e o t h e r 

w e l l , and t h e n you c o u l d g e t i n t o an o p e r a t o r s h i p q u e s t i o n 

on t h a t one. 

MR. BRUCE: And t h e OCD d e f i n i t e l y has j u r i s d i c t i o n t o 

de t e r m i n e o p e r a t o r s h i p . 

MR. STOVALL: My recommendation a t t h i s t i m e , Mr. 

Examiner, i s t h a t -- I t h i n k t h e r e ' s some l e g i t i m a t e 

q u e s t i o n s which may be beyond t h e j u r i s d i c t i o n o f t h e OCD. 

However, I t h i n k t h e a p p l i c a t i o n i n 10345 appears, based on 

j u s t argument w i t h o u t h e a r i n g e v i d e n c e , t o be w i t h i n t h e 

j u r i s d i c t i o n o f t h e OCD. W i t h r e s p e c t t o t h e west h a l f , 

t h e y have t h e r i g h t t o a t l e a s t ask f o r what t h e y ' r e a s k i n g 

f o r . 

And i t seems t o me t h a t t h e e v i d e n t i a r y m a t t e r s 

are a l l g o i n g t o be t h e same. S p l i t t i n g t h e cases wouldn't 

a c c o m p l i s h a n y t h i n g a t t h i s p o i n t , would i t ? I t would be 
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p o s s i b l e t o hear t h e evidence and make a r e c o r d i n b o t h 

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

a p p l i c a t i o n s . Would you agree w i t h t h a t ? I mean, what i t 

does -- I u n d e r s t a n d t h e i m p l i c a t i o n i s i f a west h a l f i s 

approved, t h e n i t leaves t h e e a s t h a l f i n r e a l l y a b a t t l e 

over o p e r a t o r s h i p and ownership. 

MR. BRUCE: W e l l , t h e evidence i s i n t e r t w i n e d , and I 

don't t h i n k one can be heard r e a s o n a b l y w i t h o u t t h e o t h e r . 

And t h e r e a r e a l o t o f i n t e r e s t i n g l e g a l i s s u e s here which, 

i f t h e OCD c o n s i d e r s necessary, we'd be g l a d t o b r i e f f o r 

them. 

MR. STOVALL: I f , i n f a c t , t h e OCD hears t h e case and 

i s s u e s an o r d e r and su b s e q u e n t l y a c o u r t o f competent 

j u r i s d i c t i o n on t h e l a r g e r t i t l e r i g h t s t o e n t e r and a l l 

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

o f t h e OCD w i t h o u t o v e r t u r n i n g i t . 

And where I'm coming t o i s my recommendation a t 

t h i s p o i n t , i s t h a t we've g o t everybody here I b e l i e v e we 

can b u i l d a r e c o r d , t a k e Mr. Carr's motion under advisement 

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

evidence i s e n t e r e d , t h e n you can, e i t h e r a t t h e c o n c l u s i o n 

o f t h e h e a r i n g t a k e t h e case under advisement or r u l e on h i s 

mo t i o n a t t h a t t i m e . 

I would recommend t h a t you proceed w i t h t h i s case 

a t t h i s t i m e because I t h i n k t h e r e ' s a b a s i s f o r p r o c e e d i n g 
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a t t h i s t i m e w i t h t h e e v i d e n t i a r y p o r t i o n o f t h e case. 

W e ' l l d i s c u s s l e g a l i s s u e s a f t e r we've g o t a r e c o r d made. 

HEARING EXAMINER: Thank you, Mr. S t o v a l l . 

Mr. C a r r , Mr. Bruce, a t t h i s t i m e I'm going t o 

d e f e r your m o t i o n , Mr. Car r . 

MR. CARR: W e ' l l make a mo t i o n a t t h e end o f t h e 

evi d e n c e . 

HEARING EXAMINER: Thank you, Mr. Car r . 

Mr. Bruce. 

MR. BRUCE: F i r s t c a l l Mr. R e i n h a r d t t o t h e s t a n d . 

DONALD REINHARDT 

th e w i t n e s s h e r e i n , h a v i n g been f i r s t d u l y sworn, 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 ple a s e s t a t e your f u l l name and c i t y o f 

res i d e n c e ? 

A. My name i s Donald R e i n h a r d t . I l i v e i n Houston, 

Texas. 

Q. What i s your o c c u p a t i o n and who a r e you employed 

by? 

A. I'm a p e t r o l e u m landman employed by BHP Petroleum 

( A m e r i c a s ) , I n c . 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e t h e OCD as a 

landman? 
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A. No. 

Q. W i l l you p l e a s e o u t l i n e your e d u c a t i o n and your 

employment background? 

A. I have a degree i n p e t r o l e u m l a n d management from 

t h e U n i v e r s i t y o f Texas. I've been employed i n t h e o i l and 

gas b u s i n e s s as a p e t r o l e u m landman f o r 14 y e a r s . 

Q. How lo n g have you been w i t h BHP? 

A. I ' v e been w i t h BHP f o r n i n e y e a r s . 

Q. Does your area o f r e s p o n s i b i l i t y i n c l u d e 

n o r t h w e s t New Mexico? 

A. Yes. 

Q. And 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 

i n v o l v e d i n case numbers 10345 and 346? 

A. Yes. 

Q. And a r e you q u a l i f i e d b e f o r e any o t h e r o i l and 

gas commissions? 

A. The Wyoming O i l and Gas C o n s e r v a t i o n Commission. 

MR. BRUCE: Mr. Examiner, I t e n d e r t h e e x p e r t as a 

w i t n e s s -- as an e x p e r t p e t r o l e u m landman. 

HEARING EXAMINER: Are t h e r e any o b j e c t i o n s ? 

MR. CARR: None. 

HEARING EXAMINER: Mr. R e i n h a r d t i s so q u a l i f i e d , Mr. 

Bruce. 

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

what BHP seeks i n th e s e two cases? 
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A. BHP seeks o r d e r s f o r compulsory p o o l i n g c o v e r i n g 

a l l i n t e r e s t s i n e a s t h a l f o f S e c t i o n 23, Township 29 N o r t h , 

Range 13 West, and i n t h e west h a l f o f S e c t i o n 23, Township 

29 N o r t h , Range 13 West. 

Q. What w e l l s have been d r i l l e d on t h a t acreage? 

A. The Ga l l e g o s Canyon U n i t W e l l Number 390 has been 

d r i l l e d i n t h e southwest q u a r t e r , S e c t i o n 23. The Gallego s 

Canyon U n i t W e l l Number 391 has been d r i l l e d i n t h e 

n o r t h e a s t q u a r t e r , S e c t i o n 23. 

Q. R e f e r r i n g t o E x h i b i t Number 1, w i l l you d e s c r i b e 

i t s c o n t e n t s b r i e f l y ? 

A. E x h i b i t 1 i s a p l a t t h a t I p r e p a r e d from 

i n f o r m a t i o n i n our f i l e s , and i t b a s i c a l l y d e p i c t s t h e 

l e a s e h o l d ownership i n S e c t i o n 23. 

Q. What i n t e r e s t does BHP own o r o p e r a t e i n t h e 

s e c t i o n ? 

A. BHP i s a l e a s e h o l d owner i n t h e n o r t h h a l f o f t h e 

southwest q u a r t e r o f S e c t i o n 23 and i s p a r t y t o a farmout 

c o n t r a c t w i t h Amoco P r o d u c t i o n Company, c o v e r i n g Amoco's 

l e a s e h o l d i n t e r e s t i n t h e s o u t h h a l f o f t h e southwest o f --

and t h e s o u t h e a s t -- excuse me, t h e southwest o f t h e 

s o u t h e a s t o f S e c t i o n 23. I n a d d i t i o n t o t h a t , BHP i s 

d e s i g n a t e d u n i t s u b o p e r a t o r f o r G a l l e g o s Canyon U n i t f o r 

those depths 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 P i c t u r e d 

C l i f f s f o r m a t i o n . 
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Q. What acreage i s committed t o t h e G a l l e g o s Canyon 

U n i t ? 

A. The sou t h h a l f o f t h e southwest q u a r t e r and t h e 

southwest q u a r t e r o f t h e s o u t h e a s t q u a r t e r a re p r e s e n t l y 

c ommitted, i n a d d i t i o n t o t h e w o r k i n g i n t e r e s t under a 

c e r t a i n 133-acre -- excuse me, 137-acre o i l and gas lease 

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

n o r t h e a s t q u a r t e r on which t h e G a l l e g o s Canyon U n i t Number 

391 i s l o c a t e d . 

Q. Would you r e f e r t o E x h i b i t 2 and d e s c r i b e what i t 

r e p r e s e n t s ? 

A. E x h i b i t 2 i s a copy o f t h e o i l and gas lease 

c o v e r i n g t h e 137 acr e s i n t h e n o r t h e a s t q u a r t e r , and i t ' s 

d a t e d t h e 2 0 t h o f February 1947, between Helen Zimmerman, e t 

ux, and Ch a r l e s Newbold. I n c l u d e d i n E x h i b i t 2 i s 

assignment f r o m Mr. Newbold t o S t a n o l i n d O i l and Gas Company 

da t e d February 2 8 t h , 1947. 

Q. Okay. 

A. Then i n a d d i t i o n , t h e r e a re some o t h e r subsequent 

assignments, o r a t l e a s t one subsequent assignment i n t o Mrs. 

Locke. 

Q. Does E x h i b i t 2 r e p r e s e n t t h e c h a i n o f t i t l e o f 

t h i s l e a s e f r o m t h e l e s s o r i n t o Mrs. Locke? 

A. To t h e be s t o f my knowledge, i t does. 

Q. Now, t h e r e a re s e v e r a l assignments c o n t a i n e d i n 
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here f r o m S t a n o l i n d t o o t h e r s . What do th e s e assignments 

s t a t e r e g a r d i n g t h e Ga l l e g o s Canyon U n i t ? 

A. W e l l , among o t h e r t h i n g s , t h e -- i n paragraph two 

o f t h e assignment --

MR. CARR: Which assignment? 

A. T h i s i s an assignment d a t e d 1 4 t h o f November, 

1951, between S t a n o l i n d and E a r l Benson and W i l l i a m M o n t i n , 

c o n v e y i n g o n e - h a l f i n t e r e s t t o Benson and M o n t i n . And down 

i n p a r agraph two i t s t a t e s t h a t t h e leases a r e w i t h i n t h e 

u n i t area d e s c r i b e d i n t h i s c e r t a i n u n i t agreement f o r t h e 

development and o p e r a t i o n o f G a l l e g o s Canyon U n i t , San Juan 

County, New Mexico, d a t e d November 1, 1950, which leases 

have been committed t o s a i d u n i t agreement and u n i t 

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

owners i n c o n n e c t i o n t h e r e w i t h . 

Q. (By Mr. Bruce) And t h e n e x t assignment i s from? 

A. I t appears t h a t i t ' s an assignment between Mr. 

Mo n t i n and Mr. Benson i n t o a company, Benson and M o n t i n , 

I nc . 

Q. And does t h a t a l s o s t a t e t h a t t h i s acreage i s 

s u b j e c t t o t h e Ga l l e g o s Canyon U n i t agreement? 

A. Yes, i t does, i n paragraph two. 

Q. Now, who committed t h e lease t o t h i s u n i t ? 

A. The w o r k i n g i n t e r e s t i n t h i s l e a s e was committed 

t o t h e u n i t by S t a n o l i n d O i l and Gas Company by e x e c u t i o n o f 
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a j o i n d e r p r i o r t o u n i t a p p r o v a l i n 1951. 

Q. R e f e r r i n g t o E x h i b i t 3, would you i d e n t i f y t h a t 

e x h i b i t ? 

A. E x h i b i t 3 c o n t a i n s a copy o f t h e u n i t agreement 

f o r development and o p e r a t i o n o f Ga l l e g o s Canyon U n i t . 

I n c l u d e d i n h e r e , t h e r e ' s a s i g n a t u r e page from t h e o r i g i n a l 

u n i t o p e r a t o r , Benson and M o n t i n , and a s i g n a t u r e page 

i n d i c a t i n g t h e e x e c u t i o n by S t a n o l i n d O i l and Gas Company. 

Q. Would you t h e n move on t o E x h i b i t 4 and i d e n t i f y 

t h a t and d e s c r i b e i t s c o n t e n t s f o r t h e Examiner? 

A. E x h i b i t 4 i s a copy o f a memo dat e d -- i t ' s not 

d a t e d , b u t i t ' s a copy o f a memo I r e c e i v e d by f a x 

t r a n s m i s s i o n f r o m Mr. Dwayne Spencer a t BLM i n Farmington. 

And a t t a c h e d t o t h e cover memo i s a page fr o m a handbook Mr. 

Spencer a d v i s e d a p p a r e n t l y t h e y use t h e r e a t BLM i n c e r t a i n 

u n i t m a t t e r s . And t h e at t a c h m e n t c o n t a i n s a l i s t o f 

d e f i n i t i o n s ; t h e y d e s c r i b e t h e v a r i o u s p o s s i b l e commitment 

c a t e g o r i e s o f a u n i t t r a c t and i t s e f f e c t on o p e r a t i o n s . 

Q. And what does i t s t a t e about where t h e w o r k i n g 

i n t e r e s t owner commits i t s i n t e r e s t ? 

A. W e l l , t h e p o i n t i s addressed i n subparagraph C, 

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

t r a c t , p a r t i a l l y committed t r a c t , i s one t h a t i n d i c a t e s t h a t 

t h e l e s s o r o r m i n e r a l owner has n o t si g n e d b u t t h e less e e 

and w o r k i n g i n t e r e s t owner has committed t h e i r i n t e r e s t . 
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Q. And i t a l s o s t a t e s t h a t u n i t i z e d d r i l l i n g i s 

p e r m i s s i b l e on a p a r t i a l l y committed t r a c t , does i t not? 

A. That's t r u e . 

Q. I s Mrs. Locke t h e o n l y p a r t y you seek t o f o r c e 

p o o l i n each case? 

A. Yes, she i s . 

Q. D e s c r i b e your e f f o r t s t o g e t Mrs. Locke t o j o i n 

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

A. I n October o f l a s t y e a r , I had -- a f t e r some 

e f f o r t , I had l o c a t e d a gentleman i n R i f l e , Colorado, named 

Don Locke. I u n d e r s t o o d him t o be a t h e son o f Louise 

Locke. I a c q u i r e d h i s t e l e p h o n e number t h r o u g h d i r e c t o r y 

a s s i s t a n c e and t e l e p h o n e d him. 

My -- I d i s c u s s e d w i t h him i n t h a t f i r s t 

t e l e p h o n e c o n v e r s a t i o n t h e f a c t t h a t we had p l a n s t o d r i l l a 

w e l l i n S e c t i o n 23 and t h a t we b e l i e v e d t h a t t h e r e was a 

w o r k i n g i n t e r e s t i n t h a t s e c t i o n owned by a l a d y we b e l i e v e d 

t o be h i s mother. He c o n f i r m e d f o r me t h a t L o u i s e was, i n 

f a c t , h i s mother, b u t he was unable t o c o n f i r m f o r me her 

ownership i n S e c t i o n 23. 

He seemed somewhat u n f a m i l i a r w i t h her i n t e r e s t s 

and asked f o r -- b u t conceded t h a t he would, you know, l o o k 

i n t o t h e m a t t e r . We d i s c u s s e d a t some l e n g t h h i s -- you 

know, i f he was a b l e t o v e r i f y her i n t e r e s t , he would -- you 

know, t h a t i n t e r e s t was — was a b l e t o e i t h e r p a r t i c i p a t e i n 
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t h e w e l l i f he wished t o t a k e an a c t i v e -- a c t i v e l y j o i n i n 

t h e w e l l , o r i f t h e y d i d not w i s h t o j o i n , t h e n we c o u l d 

make some o t h e r t y p e o f arrangements e i t h e r t o buy t h e i r 

i n t e r e s t o r -- and have them r e t a i n an o v e r r i d e . 

Q. Did you t a l k t o him more t h a n once? 

A. Yeah. I n t h e f o l l o w i n g weeks -- I d i d n ' t hear 

back f r o m him r i g h t away. I c a l l e d back a week or two l a t e r 

t o see where t h e y were i n i n v e s t i g a t i n g t h e i n t e r e s t . 

F i n a l l y , towards t h e end o f October, I sent him 

an o f f e r o f f e r i n g t o buy some o f t h e l e a s e h o l d i n t e r e s t 

t h e r e i n S e c t i o n 23. And, you know, t h r o u g h t h e month o f 

November I s t i l l d i d n ' t hear back f r o m them as t o whether or 

n o t t h e y wanted t o s e l l . 

F i n a l l y , g e t t i n g on towards t h e end o f November, 

maybe e a r l y December, i n one o f my phone c a l l s I was a d v i s e d 

by Mr. Locke t h a t he had h i r e d an a t t o r n e y t o l o o k i n t o t h e 

m a t t e r f o r him t o h e l p v e r i f y t h e i n t e r e s t t h e r e i n S e c t i o n 

23. And a t t h a t p o i n t I -- o t h e r t h a n , you know, m a i l i n g 

o f f c o p i e s o f some i n s t r u m e n t s , I d i d n ' t have any f u r t h e r 

c o n t a c t w i t h him u n t i l maybe e a r l y -- l a t e January or e a r l y 

February and — because I c a l l e d t h e n — I c a l l e d i n l a t e 

J a nuary, e a r l y F e bruary, because I had not heard back from 

Mr. Locke and I had not heard back from h i s a t t o r n e y . 

He t h e n -- i n t h a t t e l e p h o n e c o n v e r s a t i o n i n 

February, he t h e n gave me t h e name o f h i s a t t o r n e y . And I 
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c o n t a c t e d him t o see, you know, i f t h e r e was any p r o g r e s s 

b e i n g made i n se e i n g j u s t what t h e y m i g h t want t o do w i t h 

t h e i r i n t e r e s t . And I was t o l d t h a t , you know, t h e y were 

indeed l o o k i n g i n t o i t and t h a t we c o u l d expect an answer 

f a i r l y soon. And, indeed, we r e c e i v e d a l e t t e r d a t e d 

February 22nd, making c e r t a i n demands on BHP. 

A f t e r r e c e i v i n g t h a t l e t t e r , we, BHP, t o o k steps 

t o go back and v e r i f y t h e i n t e r e s t t h a t t h e y c l a i m e d t h e y 

owned t h e r e i n t h e n o r t h h a l f and were a b l e t o a t t h a t p o i n t 

s u b s t a n t i a t e a l l o f Mrs. Locke's i n t e r e s t s , and we the n 

t e n d e r e d t o them an o f f e r t o buy t h e i r i n t e r e s t w i t h them 

r e s e r v i n g an o v e r r i d i n g r o y a l t y , and t h a t o f f e r was 

r e j e c t e d . 

A c o u n t e r o f f e r was made i n -- l a t e r t h a t month i n 

A p r i l . We c o n s i d e r e d t h a t c o u n t e r o f f e r and found i t 

u n a c c e p t a b l e and t e n d e r e d back a l e t t e r e x p l a i n i n g our 

p o s i t i o n , r e s t a t i n g our o f f e r , and t h e n a g a i n o f f e r i n g them 

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

d r i l l i n g o f each w e l l . 

Q. I s E x h i b i t 5 a copy o f a l l t h e correspondence 

between you and e i t h e r Mr. Locke and/or h i s a t t o r n e y Mr. 

T u l l y ? 

A. Yes, i t i s . 

Q. Than when was t h e l a s t o f f e r made t o Mrs. Locke? 

A. We made t h i s l a s t o f f e r i n a l e t t e r d a t e d May 
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2 9 t h , 1991. 

Q. What was your l a s t o f f e r t o Mrs. Locke? 

A. The l a s t o f f e r we t e n d e r e d was t o purchase her 

i n t e r e s t s f o r $450.00 a net a c r e , w i t h Mrs. Locke r e t a i n i n g 

a p r o p o r t i o n a t e seven-and-a-half p e r c e n t o v e r r i d i n g r o y a l t y 

as t o t h a t l e a s e h o l d . 

Q. Why d i d you o f f e r t o buy Mrs. Locke's i n t e r e s t s 

r a t h e r t h a n o f f e r i n g her a fa r m o u t o r something l i k e t h a t ? 

A. W e l l , we had -- we had never -- o r I had never 

r e a l l y had t h e i m p r e s s i o n t h a t she was i n t e r e s t e d i n any 

t y p e o f f a r m o u t d e a l . 

As f a r as -- you know, fr o m an o p e r a t i o n a l 

s t a n d p o i n t , owning t h e i n t e r e s t i s more -- i s more 

economical t o us. You know, t h e i n t e r e s t i s n ot burden by 

any r e v e r s i o n a r y i n t e r e s t s over and above t h e o v e r r i d i n g 

r o y a l t y , and i t ' s e a s i e r t o a d m i n i s t e r because we don't have 

t o s e t up pay-out a c c o u n t s , and we don't have t o m o n i t o r 

pay-out o f t h e w e l l , and we j u s t g e n e r a l l y f e l t t h a t i t 

would be a s i m p l e r way t o go w i t h , knowing t h a t -- you know, 

knowing by t h a t t i m e t h a t Mr. Locke was not a c t i v e l y 

i n v o l v e d i n t h e o i l b u s i n e s s and Mrs. Locke a p p a r e n t l y was 

q u i t e e l d e r l y and perhaps n o t t h a t a c t i v e e i t h e r . 

Q. I n your o p i n i o n , was t h i s f i n a l o f f e r t h a t BHP 

made a f a i r o f f e r ? 

A. We t h o u g h t i t was a v e r y r e a s o n a b l e o f f e r . 
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Q. You mentioned t h e $450.00 per a c r e . Was t h a t f o r 

a l l o f her r i g h t s ? 

A. That was f o r Mrs. Locke's i n t e r e s t i n t h e 

F r u i t l a n d c o a l i n t e r v a l o n l y . I t d i d n o t i n c l u d e any o t h e r 

r i g h t s f r o m t h e s u r f a c e t o t h e base o f P i c t u r e d C l i f f s . 

Q. How does t h i s compare w i t h o t h e r p r i c e s i n t h i s 

area? 

A. About t h e t i m e I c o n t a c t e d Mr. Locke i n October, 

we were engaged i n n e g o t i a t i o n s f o r t h e purchase o f two 

o t h e r p a r c e l s w i t h i n t h e u n i t . One gentleman whose name was 

J. A. Palmer was a t r u s t e e , a c t i n g f o r a woman named M i l d r e d 

B. T a y l o r . She owned t h e l e a s e h o l d i n t e r e s t i n t h e n o r t h 

h a l f o f t h e southwest o f S e c t i o n 23. We had agreed t o 

purchase, i n t h a t case, a l l r i g h 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 P i c t u r e d C l i f f s f o r $312.50 a net a c r e , w i t h Mr. 

Palmer, as t r u s t e e , r e t a i n i n g a two p e r c e n t o v e r r i d i n g 

r o y a l t y . 

The o t h e r s a l e i n v o l v e d something i n excess o f 

1,300 a c r e s owned by Oryx Energy Company. Oryx accepted our 

o f f e r o f $450.00 a n e t a c r e , a s s i g n e d us t o t h e l e a s e h o l d 

from t h e s u r f a c e t o t h e base o f t h e P i c t u r e d C l i f f s and 

r e s e r v e d no o v e r r i d i n g r o y a l t y a t a l l . 

Q. Does BHP r e q u e s t t h a t i t be named o p e r a t o r o f t h e 

two w e l l s ? 

A. Yes, we do. 

HUNNICUTT REPORTING 
(505) 9829770 



1 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. How many w e l l s does BHP o p e r a t e i n t h i s g e n e r a l 

area? 

A. BHP o p e r a t e s a p p r o x i m a t e l y 180 w e l l s i n G a l l e g o s 

Canyon U n i t . 

Q. And i f t h e p o o l i n g s are approved by t h e OCD, w i l l 

BHP communitize t h e two w e l l s as r e q u i r e d by t h e BLM? 

A. That's our p r e s e n t p l a n s . 

Q. I f I u n d e r s t a n d you c o r r e c t l y , t h e r e i s c e r t a i n 

acreage o r c e r t a i n i n t e r e s t s i n each u n i t which i s not 

committed t o t h e G a l l e g o s Canyon U n i t ; i s t h a t c o r r e c t ? 

A. That's c o r r e c t . There a r e a p p r o x i m a t e l y 13 acres 

i n t h e n o r t h e a s t q u a r t e r — be more t h a n t h a t -- 23 acres i n 

t h e n o r t h e a s t q u a r t e r , and t h e n , o f c o u r s e , t h e whole 

n o r t h w e s t q u a r t e r t h a t appears t o be uncommitted. 

Q. When were t h e w e l l s commenced, t h e two w e l l s ? 

A. As I mentioned e a r l i e r , we have a f a r m o u t 

c o n t r a c t i n e f f e c t w i t h Amoco P r o d u c t i o n Company t h a t 

c o n t i n u e s i n e f f e c t . We're r e q u i r e d under t h a t f a r m o u t t o 

d r i l l 15 w e l l s w i t h i n G a l l e g o s Canyon U n i t d u r i n g c a l e n d a r 

year 1990. The 390 and t h e 391 were two o f t h e o b l i g a t i o n 

w e l l s under t h a t f a r m o u t c o n t r a c t . The 391 w e l l was 

commenced December 1 2 t h , 1990. The 390 w e l l was commenced 

December 1 9 t h , 1990. 

Q. These w e l l s have been commenced, b u t have t h e y 

been completed? 
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A. No, t h e y have n o t been completed. 

Q. When d i d o p e r a t i o n s cease? 

A. O p e r a t i o n s would have ceased on each w e l l 

a p p r o x i m a t e l y f i v e t o s i x days a f t e r t h e y were commenced, so 

o p e r a t i o n s would have ceased p r o b a b l y on each w e l l i n mid t o 

l a t e December, w a i t i n g on a c o m p l e t i o n r a t e . 

Q. To t h e b e s t o f your knowledge, a r e t h e r e any 

o t h e r F r u i t l a n d c o a l w e l l s i n t h e s e c t i o n , o t h e r t h a n t h e 

390 and 391 w e l l s ? 

A. No, t h e r e a r e n o t . 

Q. Would you p l e a s e r e f e r t o E x h i b i t s 6 and 7 and 

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

A. 6 and 7 a r e f o r m a u t h o r i t i e s f o r e x p e n d i t u r e 

p r e p a r e d by BHP p e r s o n n e l . They s e t o u t t h e e s t i m a t e d c o s t s 

o f d r i l l i n g and c o m p l e t i n g G a l l e g o s Canyon U n i t Well Number 

390 and t h e Ga l l e g o s Canyon U n i t W e l l Number 391. 

Q. Are t h e c o s t s , t h e proposed w e l l c o s t s , s e t f o r t h 

i n t h e s e AFE's i n l i n e w i t h t h o s e n o r m a l l y encountered 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 area i n San Juan 

County? 

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

Q. Do you have a recommendation as t o t h e amounts 

which BHP s h o u l d be p a i d f o r s u p e r v i s i o n and a d m i n i s t r a t i v e 

expenses? 

A. We b e l i e v e a d r i l l i n g w e l l r a t e o f a p p r o x i m a t e l y 
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$3,500.00 and a p r o d u c i n g w e l l r a t e o f $350.00 per w e l l 

would be a p p r o p r i a t e . 

Q. Are these amounts i n l i n e w i t h t h o s e charges 

charged by BHP and o t h e r o p e r a t o r s o f w e l l s o f t h i s t y p e i n 

t h i s area? 

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

Q. I f t h e OCD g r a n t s t h e s e a p p l i c a t i o n s , what 

p e n a l t y do you recommend a g a i n s t nonconsent from i n t e r e s t 

owners? 

A. We would ask f o r a p e n a l t y o f 156 p e r c e n t f o r 

each w e l 1 . 

Q. W i l l t h e n e x t w i t n e s s d i s c u s s t h e reasonableness 

o f t h e p e n a l t y ? 

A. Yes. 

Q. Were E x h i b i t s 1 t h r o u g h 7 p r e p a r e d by you or 

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

A. Yes, t h e y were. 

Q. I n your 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 o r th e s e a p p l i c a t i o n s 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 and 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 admiss i o n o f 

E x h i b i t s 1 t h r o u g h 7. 

HEARING EXAMINER: Are t h e r e any o b j e c t i o n s ? 
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MR. CARR: No o b j e c t i o n s . 

HEARING EXAMINER: E x h i b i t 1 t h r o u g h 7 w i l l be a d m i t t e d 

i n t o e v i d e n ce a t t h i s t i m e . 

MR. BRUCE: Mr. Examiner, I ' d a l s o move t h e admiss i o n 

o f E x h i b i t 8, which i s c o u n s e l ' s a f f i d a v i t r e g a r d i n g 

n o t i c e . 

HEARING EXAMINER: I f t h e r e a r e no o b j e c t i o n s , E x h i b i t 

8 w i l l be a d m i t t e d i n t o e vidence a t t h i s t i m e t o o . 

I s t h a t a l l your e x a m i n a t i o n o f t h i s w i t n e s s ? 

MR. BRUCE: I am complete w i t h my e x a m i n a t i o n . 

HEARING EXAMINER: Mr. C a r r , your w i t n e s s . 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. R e i n h a r d t , l e t ' s go f i r s t t o your E x h i b i t 

Number 1 , p l e a s e . T h i s was pr e p a r e d by you? 

A. Yes. 

Q. I b e l i e v e you i n d i c a t e d t h a t t h e reason t h a t t h e 

two w e l l s t h a t were d r i l l e d by BHP on t h i s s e c t i o n i n 

December o f 1990, t h e reason t h e s e w e l l s had t o be d r i l l e d 

was because o f r e q u i r e m e n t s i n t h e Amoco f a r m o u t ; i s t h a t 

r i g h t ? 

A. Yes. 

Q. Do you know i f t h e r e were o t h e r l o c a t i o n s w i t h i n 

t h e G a l l e g o s Canyon U n i t t h a t c o u l d have been d r i l l e d t o 

meet t h a t r e q u i r e m e n t o t h e r t h a n t h e w e l l s i n S e c t i o n 23? 
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A. There may have been o t h e r l o c a t i o n s , b u t not 

n e a r l y as g e o l o g i c a l l y a t t r a c t i v e as t h e s e . 

Q. So i n g o i n g f o r w a r d w i t h t h e d r i l l i n g program t o 

meet t h e f a r m o u t r e q u i r e m e n t s , you l o o k not o n l y a t 

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

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

A. Yes. 

Q. You s t a t e d t h a t o p e r a t i o n s had ceased i n December 

1990, and I b e l i e v e I u n d e r s t o o d your t e s t i m o n y t o be you 

were w a i t i n g on a c o m p l e t i o n r i g . 

A. R i g h t . 

Q. Do you know how l o n g i t t a k e s t o get a c o m p l e t i o n 

r i g up i n t h i s area? 

A. As I u n d e r s t o o d i t -- as I remember, you know, 

t h e r e were a number o f w e l l s d r i l l e d p r i o r t o these two, and 

i t wasn't so much a m a t t e r o f g e t t i n g a r i g . I t was a 

m a t t e r t h a t t h e company a l r e a d y had a c o m p l e t i o n r i g 

w o r k i n g , b u t i t t o o k -- I d o n ' t remember how many days i t 

t o o k t o move fr o m one w e l l t o a n o t h e r . 

Q. You're n o t s a y i n g t h a t i t ' s normal up t h e r e t o 

t a k e e i g h t months t o g e t a c o m p l e t i o n r i g on a w e l l , are 

you? 

A. No. 

Q. Now, i f I u n d e r s t a n d t h i s e x h i b i t , t h e r e ' s no 

d i s p u t e t h a t L o u i s e Locke i s t h e owner under t h e n o r t h h a l f 
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o f t h e s e c t i o n . 

A. R i g h t . 

Q. The q u e s t i o n i s what o p e r a t i n g r i g h t s BHP has i n 

th e n o r t h e a s t q u a r t e r . You u n d e r s t a n d t h a t . That's my 

concern. 

A. W e l l , t h e w o r k i n g i n t e r e s t i n t h a t n o r t h e a s t 

q u a r t e r under t h e d r i l l s i t e t r a c t we f e l t i s committed t o 

t h e u n i t and, as such, we a r e t h e d e s i g n a t e d s u b o p e r a t o r . 

Q. Now 

A. For a l l lands i n u n i t down t o t h e base o f t h e 

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

Q. And t h a t i n c l u d e s F r u i t l a n d c o a l ? 

A. Yes. 

Q. As an e x p e r t p e t r o l e u m landman, you work w i t h o i l 

and gas l e a s e s , do you not? 

A. Yes. 

Q. And a r e you f a m i l i a r w i t h what a p o o l i n g c l a u s e 

i s i n an o i l and gas lease? 

A. Yes. 

Q. And c o u l d you t e l l us what your u n d e r s t a n d i n g i s 

o f what a p o o l i n g c l a u s e a c t u a l l y i s ? 

A. A p o o l i n g c l a u s e a l l o w s t h e le s s e e t o combine 

t h a t g i v e n l e a s e w i t h o t h e r l e a s e s i n t h e immediate v i c i n i t y 

t o f o r m a p o o l e d u n i t --

Q. Now, i f we l o o k a t t h e lease --

HUNNICUTT REPORTING 
(505) 9829770 



1 

9 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A. I n g e n e r a l . 

Q. -- which i s t h e f i r s t page o f your E x h i b i t Number 

2 fr o m Zimmerman t o Newbold, I c a n ' t f i n d any p o o l i n g or 

u n i t i z a t i o n a u t h o r i t y i n t h a t l e a s e . Can you p o i n t me t o 

t h a t ? 

HEARING EXAMINER: Are you r e f e r r i n g t o E x h i b i t 2, Mr. 

Carr? 

MR. CARR: Yes, s i r , E x h i b i t 2, page one, an o i l and 

gas m i n i n g l e a s e d a t e d February 20, 1947. 

A. The o r i g i n a l o i l and gas l e a s e , as I und e r s t a n d 

i t , d i d n o t c o n t a i n a p o o l i n g p r o v i s i o n , b u t t h e l e s s o r s 

under t h a t , t h e m i n e r a l owners -- l e s s o r under t h a t lease 

d i d a t a l a t e r d a t e execute an amendment t o t h e o i l and gas 

lease t h a t added a p o o l i n g p r o v i s i o n . 

Q. (By Mr. Ca r r ) Do you know what d a t e t h a t might 

have been added? 

A. That was added sometime a f t e r January 1954. I 

don't remember t h e e x a c t d a t e , b u t i t was mentioned i n our 

t i t l e o p i n i o n . 

Q. You would agree w i t h me, would you n o t , t h a t 

t h e r e ' s no p o o l i n g o r u n i t i z a t i o n c l a u s e mentioned i n t h e 

lea s e f r o m Zimmerman t o Newbold? 

A. Not when i t was s i g n e d , no. 

Q. And t h a t t h e r e was no p o o l i n g c l a u s e u n t i l 

sometime a f t e r January 1954? 
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A. That's when t h e p a r t i e s amended t h e l e a s e , yeah. 

Q. Now, i n f a c t , go t o t h e t h i r d page o f your 

E x h i b i t Number 2. That's an assignment from Newbold t o 

S t a n o l i n d , c o r r e c t ? 

A. Okay. 

Q. The d a t e on t h a t i s sometime i n 1947? 

A. February 28, 1947. 

Q. The assignment was i n 1947 t o S t a n o l i n d . When I 

l o o k a t t h e E x h i b i t Number 3, which i s t h e u n i t agreement, 

can you t e l l me a p p r o x i m a t e l y when S t a n o l i n d executed t h e 

u n i t agreement? 

A. See, i t ' s e i t h e r -- I'm t r y i n g t o read t h e date 

on t h e r e , on t h e i r acknowledging f o r m . I b e l i e v e i t says 

some day i n March 1951. 

Q. I b e l i e v e you've s t a t e d t h a t t h e p o o l i n g c l a u s e 

wasn't added t o t h e le a s e u n t i l 1954, c o r r e c t ? 

A. That's r i g h t . 

Q. Do you have an o p i n i o n as t o what a u t h o r i t y 

S t a n o l i n d m i g h t have had i n 1951 t o commit t h i s t r a c t t o a 

u n i t ? 

A. W e l l , t h e y a r e t h e w o r k i n g i n t e r e s t owner under 

t h e u n i t , and as I u n d e r s t a n d i t , i t -- as such, t h e y a re 

e n t i t l e d t o commit t h e i r w o r k i n g i n t e r e s t t o t h e u n i t , a l o n g 

w i t h any o t h e r i n t e r e s t . 

Q. And t h a t i s t h e b a s i s f o r w o r k i n g i n t e r e s t owner 
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a u t h o r i t y , t h e l e a s e document? 

A. I would say so. 

Q. Wouldn't t h a t d e f i n e t h e i r a u t h o r i t y ? 

MR. BRUCE: I would o b j e c t i n s o f a r as he's a s k i n g any 

l e g a l c o n c l u s i o n s f r o m Mr. R e i n h a r d t . 

Q. (By Mr. C a r r ) Mr. R e i n h a r d t , i f you know, what i s 

t h e source o f a w o r k i n g i n t e r e s t owner's a u t h o r i t y t o commit 

a t r a c t t o a u n i t ? 

A. W e l l , i n cases o f f e d e r a l u n i t s , t h e i r w o r k i n g 

i n t e r e s t i s g r a n t e d under t h e o i l and gas l e a s e . 

Q. What about a f e e i n t e r e s t l i k e t h i s one? Would 

we a l s o l o o k t o t h e lease? 

A. I t h i n k t h e o v e r r i d i n g concern i n a case o f a f e e 

lease i s -- I b e l i e v e you would s t i l l have t o -- w e l l , I 

would say t h a t t h e o i l and gas le a s e c o n f e r s on t h a t w o r k i n g 

i n t e r e s t owner c e r t a i n r i g h t s , and t h a t w o r k i n g i n t e r e s t 

owner can always -- can commit i t s i n t e r e s t t o a f e d e r a l 

u n i t absent t h e j o i n d e r o f t h e r o y a l t y o w n e r - l e s s o r . 

Q. And i s i t your u n d e r s t a n d i n g t h a t even w i t h a 

le a s e t h a t i s s i l e n t on p o o l i n g o r u n i t i z a t i o n t h e lessee 

would s t i l l have t h a t a u t h o r i t y ? 

A. There a g a i n , I'm w o r k i n g on my u n d e r s t a n d i n g 

t h a t , you know, th e s e people executed an amendment t o t h e 

o i l and gas le a s e and t h a t t h a t r a t i f i e d t h e a c t i o n s o f 

S t a n o l i n d . B u t, you know, i t ' s my u n d e r s t a n d i n g t h a t 
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S t a n o l i n d can commit i t s i n t e r e s t s t o a u n i t absent --

absent j o i n d e r o f t h e l e s s o r . 

Q. And you're b a s i n g t h a t on t h e -- I'm j u s t t r y i n g 

t o u n d e r s t a n d your t e s t i m o n y -- you're b a s i n g t h a t on t h e 

amendment t o t h e l e a s e , t h e 1954 amendment? 

A. W e l l , I t h i n k t h e amendment t o t h e lease i s -- I 

don't -- as I u n d e r s t a n d i t , t h a t ' s n o t -- t h a t ' s n o t even 

germane t o t h e s i t u a t i o n . They a r e a w o r k i n g i n t e r e s t 

owner. They've d e r i v e d t h e i r w o r k i n g i n t e r e s t t h r o u g h t h i s 

o i l and gas l e a s e , and t h e y have t h e r i g h t t o commit t h a t 

i n t e r e s t t o a u n i t , a l o n g w i t h any o t h e r i n t e r e s t s i n t h i s 

-- w e l l , s t o p t h e r e . 

Q. Was i t my u n d e r s t a n d i n g o f your t e s t i m o n y t h a t 

t h e y have a r i g h t t o commit i t , and t h i s r i g h t would come 

fro m t h e l e a s e agreement, o r i s t h e r e some o t h e r a u t h o r i t y ? 

A. No, I would have t o say t h a t t h e i r r i g h t s a re 

d e r i v e d under an o i l and gas l e a s e . 

Q. And t h e o i l and gas lease i n t h i s case, you're 

unable t o show me a p o o l i n g u n i t i z a t i o n p r o v i s i o n i n t h e 

l e a s e ; i s n ' t t h a t c o r r e c t ? 

A. Other t h a n t h a t added a t a l a t e r d a t e . 

Q. That you s a i d was not germane; i s n ' t t h a t 

c o r r e c t ? 

A. I t i n d i c a t e s t h a t , as I u n d e r s t a n d i t , i n t h e 

case o f j o i n i n g w o r k i n g i n t e r e s t s t o a f e d e r a l u n i t . 
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Q. Now, i f S t a n o l i n d d i d n ' t have a u t h o r i t y t o commit 

t h i s t r a c t --

A. I t ' s my c o n t e n t i o n t h e y d i d . 

Q. Mr. R e i n h a r d t , you've been q u a l i f i e d as an e x p e r t 

w i t n e s s , and t h e h y p o t h e t i c a l I'm g o i n g t o p r e s e n t t o you i s 

s i m p l y i f t h e y d i d n o t have a u t h o r i t y , t h e n t h a t commitment 

would be v o i d , w o u l d n ' t i t ? 

A. I t ' s my sense o f t h i n g s t h a t t h e y d i d have t h e 

a u t h o r i t y . 

Q. But t h e q u e s t i o n was n o t -- t h e q u e s t i o n was 

h y p o t h e t i c a l , t h a t i s , i f t h e y d i d n ' t have a u t h o r i t y t h r o u g h 

t h e l e a s e arrangement, t h a t commitment w o u l d n ' t be 

e f f e c t i v e , would i t ? 

A. I s t i l l am o f t h e o p i n i o n t h a t t h e y had t h e r i g h t 

t o commit t h a t l e a s e , t h a t i n t e r e s t , t h a t w o r k i n g i n t e r e s t , 

t o t h e u n i t , r e g a r d l e s s o f t h e o i l and gas l e a s e . 

Q. You've been c a l l e d 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 , and as such, I have a r i g h t t o pose a h y p o t h e t i c a l 

q u e s t i o n t o t h i s man. He's an e x p e r t on p e t r o l e u m l a n d 

m a t t e r s . My h y p o t h e t i c a l q u e s t i o n i s : I f t h e r e was no 

a u t h o r i t y t h r o u g h t h e le a s e arrangement i n t o S t a n o l i n d 

g i v i n g them t h e a u t h o r i t y t o commit a t r a c t t o a l e a s e , t h e 

commitment would be v o i d . I'm a s k i n g you as an e x p e r t t o 

t e l l me, i n t h a t s e t o f f a c t s , what your o p i n i o n i s . I f 

t h e y had no a u t h o r i t y --
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MR. BRUCE: I mean, I ' l l a l l o w t h e q u e s t i o n t o go 

f o r w a r d and Mr. R e i n h a r d t t o answer i t , b u t I o b j e c t as t o 

i t c a l l i n g f o r a l e g a l c o n c l u s i o n . A p o o l i n g c l a u s e i n a 

le a s e o n l y p e r t a i n s t o p o o l i n g o f a l e s s o r ' s i n t e r e s t and 

not t h e le s s e e ' s i n t e r e s t . 

MR. STOVALL: Mr. Car r , I guess I'm not sure why you're 

p u r s u i n g t h i s l i n e o f q u e s t i o n i n g . I t h i n k , as a lawyer, I 

would agree t h a t i f somebody doesn't have t h e a u t h o r i t y t o 

do something, t h e n t h e i r a c t o f d o i n g i t i s p r o b a b l y a v o i d 

a c t . 

MR. CARR: I'm t r y i n g t o t e s t what t h i s w i t n e s s knows. 

He's been t e n d e r e d as an e x p e r t w i t n e s s i n p e t r o l e u m l a n d 

m a t t e r s , and I'm j u s t t r y i n g t o f i n d o u t what h i s 

u n d e r s t a n d i n g i s o f a le a s e agreement t h a t c o n t a i n s no 

p o o l i n g c l a u s e and what t h e e f f e c t o f t h a t --

MR. STOVALL: That's a d i f f e r e n t q u e s t i o n t h a n you're 

a s k i n g him th o u g h . 

MR. CARR: The q u e s t i o n I'm a s k i n g him i s i f t h e r e i s 

no p o o l i n g a u t h o r i t y -- I ' l l s t a t e i t t h i s way th e n -- i f 

t h e r e ' s no a u t h o r i t y i n t h e l e a s e , can t h e less e e commit a 

t r a c t t o --

MR. STOVALL: P o o l i n g a u t h o r i t y f o r which i n t e r e s t , Mr. 

Carr? 

MR. CARR: I'm s a y i n g t h a t a p o o l i n g a u t h o r i t y , 

p e r i o d . 
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Q. (By Mr. Ca r r ) May he commit t h e w o r k i n g i n t e r e s t 

i f t h e r e ' s no p o o l i n g a u t h o r i t y i n t h e lease? 

A. I b e l i e v e he can. 

Q. May he commit t h e r o y a l t y i n t e r e s t ? 

A. No. The r o y a l t y i n a f e d e r a l u n i t agreement, t h e 

r o y a l t y owner has t o commit i t s own i n t e r e s t . 

Q. You're o f t h e o p i n i o n t h a t a lease l i k e t h e one 

we're l o o k i n g a t f r o m Zimmerman t o Newbold g i v e s t h e lessee 

t h e a u t h o r i t y t o commit t h e w o r k i n g i n t e r e s t t o a u n i t . 

A. W e l l , I t h i n k i t ' s n e i t h e r here nor t h e r e . 

MR. STOVALL: D i d you u n d e r s t a n d t h e q u e s t i o n , Mr. 

Re i n h a r d t ? 

THE WITNESS: Yes. 

MR. BRUCE: Could you rep h r a s e t h e q u e s t i o n , p l e a s e , 

counsel? 

MR. CARR: Could you read t h e q u e s t i o n back, please? 

( Q u e s t i o n read.) 

Q. (By Mr. Ca r r ) Did you un d e r s t a n d t h a t , Mr. 

Re i n h a r d t ? 

A. W e l l , I'm s t i l l o f t h e o p i n i o n t h a t Amoco had t h e 

r i g h t t o commit t h e i r w o r k i n g i n t e r e s t t o t h e u n i t 

agreement. They're n o t c o m m i t t i n g t h e e n t i r e -- a l l 

i n t e r e s t t h a t e x i s t s under t h a t o i l and gas l e a s e , t h e y ' r e 

c o m m i t t i n g t h e i r w o r k i n g i n t e r e s t as a w o r k i n g i n t e r e s t 

owner. 
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Q. And so i t ' s your u n d e r s t a n d i n g t h a t under t h i s 

l e a s e S t a n o l i n d o r Amoco c o u l d commit t h e w o r k i n g i n t e r e s t ? 

A. I n t h i s s i t u a t i o n , i t c o u l d . 

Q. And a r e you aware t h a t f o l l o w i n g t h e amendment o f 

t h e o i l and gas le a s e i n 1954 t o i n c l u d e a p o o l i n g o r 

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

p o o l i n g e n t e r e d by S t a n o l i n d c o v e r i n g t h e n o r t h h a l f w i t h 

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

MR. STOVALL: I d i d n ' t hear t h e e n t i r e q u e s t i o n , Mr. 

Ca r r . 

Q. (By Mr. Ca r r ) I n r e v i e w i n g t h e t i t l e i n t h i s 

s i t u a t i o n and your r e v i e w , d i d you come acr o s s a d e s i g n a t i o n 

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

t h e amendment o f t h e o i l and gas lease i n 1954? The 

q u e s t i o n i s , d i d you see one? 

A. I h o n e s t l y c a n ' t remember h a v i n g seen one. I 

know t h e r e was -- l e t ' s see. Oh, yeah, I r e c a l l s e e i ng t h i s 

p o o l i n g d e s i g n a t i o n i n s t r u m e n t . 

MR. STOVALL: I s t h a t a m a t t e r t h a t ' s i n evidence a t 

t h i s t i m e ? 

THE WITNESS: No. 

Q. (By Mr. Ca r r ) What acreage d i d i t cover? 

A. As I r e c a l l , i t covered 320 a c r e s . 

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

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

HUNNICUTT REPORTING 
(505) 9829770 



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 

Q. D i d S t a n o l i n d a l s o j o i n i n t h a t ? 

A. A p p a r e n t l y t h e y d i d . 

Mr. S t o v a l l , would you l i k e t h a t i n t h e record? 

MR. STOVALL: I d i d n ' t want t o go l o o k i n g f o r i t i f I 

don't have i t . That was my main reason f o r a s k i n g . Leave 

t h a t up t o your c o u n s e l ' s d i s c r e t i o n t o e n t e r t h a t i f t h e y 

w i s h . 

Q. (By Mr. C a r r ) Mr. R e i n h a r d t , my next q u e s t i o n 

r e a l l y i s : I s t h e n o r t h h a l f o f S e c t i o n 28 committed t o t h e 

Ga l l e g o s Canyon U n i t , as you u n d e r s t a n d i t ? 

A. As I r e c a l l , t h e r e ' s -- I spoke e a r l i e r about a 

137-acre t r a c t t h a t ' s i n t h e n o r t h e a s t q u a r t e r t h a t ' s 

p a r t i a l l y committed t o t h e u n i t . 

Q. When you say " p a r t i a l l y committed," you're 

r e f e r r i n g t o t h a t d e f i n i t i o n t h a t you g o t fro m t h e BLM; i s 

t h a t r i g h t ? 

A. Yes. 

Q. And t h a t would be based on t h e commitment o f t h e 

S t a n o l i n d w o r k i n g i n t e r e s t . 

A. Yes. 

Q. And does t h a t commit t h e n o r t h h a l f t o t h e u n i t , 

or does t h a t j u s t g i v e BHP -- i f t h a t commitment i s v a l i d , 

does t h a t commit t h e n o r t h h a l f t o t h e u n i t , o r j u s t g i v e 

you o p e r a t i n g r i g h t s i n t h e u n i t , o r i n t h a t acreage? 

A. W e l l , BHP i s d e s i g n a t e d as s u b o p e r a t o r f o r a l l 
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f o r m a t i o n s down t o t h e base o f t h e PC. 

Q. And so — 

A. And we would be -- and t h e r i g h t t o o p e r a t e a 

w e l l t h e r e would be c o n f e r r e d on BHP. 

Q. And i t would mean t h e n , i f I u n d e r s t a n d your 

t e s t i m o n y , t h a t t h e n o r t h h a l f i s a p a r t i a l l y committed 

t r a c t t o t h e u n i t ? 

A. No. I was -- I spoke e a r l i e r o f j u s t t h a t 137 

acre s i n t h e n o r t h e a s t q u a r t e r . 

Q. And so t h a t l e a s e would be p a r t i a l l y committed; 

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

A. W e l l , t h e t r a c t i s p a r t i a l l y committed t o t h e 

u n i t . 

Q. The remainder o f t h e n o r t h h a l f t h e n would be 

o u t s i d e t h e u n i t ? 

A. Would be uncommitted. 

Q. When a t r a c t l i k e t h a t i s committed t o t h e u n i t , 

what i n t e r v a l i s committed? I s i t t h e e n t i r e v e r t i c a l 

i n t e r v a l , o r would i t be j u s t p a r t i c u l a r f o r m a t i o n s ? 

A. I n t h i s case, t h e r e wasn't any l i m i t a t i o n s i n t h e 

S t a n o l i n d j o i n d e r , so i t would a p p l y t o a l l d e p t h s . 

Q. I s t h e Locke-Tycksen Number 1 w e l l l o c a t e d on 

t h i s p a r t i c u l a r lease? 

A. Yes. 

Q. And so would t h a t w e l l t h e n be p a r t i a l l y 

HUNNICUTT REPORTING 
(505) 9829770 



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 

committed t o t h e u n i t ? 

A. W e l l , as I r e c a l l , t h a t — t h a t was n o t a u n i t 

w e l l . I t was not a commercial w e l l and, t h e r e f o r e , wasn't 

e n t i t l e d t o be i n any t y p e o f p a r t i c i p a t i n g a r e a . 

Q. Are t h e r e c e r t a i n p rocedures t o be f o l l o w e d 

d e t e r m i n i n g whether or not a w e l l i s commercial? 

A. There i s a -- BLM w i l l make a d e t e r m i n a t i o n based 

on i n f o r m a t i o n s u b m i t t e d by t h e o p e r a t o r as t o t h e a b i l i t y 

o f t h e w e l l t o produce and pay o u t . 

Q. And when you say t h e "BLM w i l l make a 

d e t e r m i n a t i o n based on i n f o r m a t i o n s u p p l i e d by t h e 

o p e r a t o r , " you mean t h e w e l l o p e r a t o r o r t h e u n i t o p e r a t o r ? 

A. W e l l , g e n e r a l l y t h e -- g e n e r a l l y , I ' d say t h e 

u n i t o p e r a t o r . I b e l i e v e t h e u n i t o p e r a t o r i s r e q u i r e d t o 

f i l e p a r t i c i p a t i n g area a p p l i c a t i o n s i n p a y i n g w e l l 

d e t e r m i n a t i o n a p p l i c a t i o n s . 

Q. Do you know i f t h i s was done i n r e g a r d t o t h e 

Tycksen w e l l ? My q u e s t i o n i s j u s t i f you know. 

A. I don't know. 

Q. But i t ' s your u n d e r s t a n d i n g t h a t i t ' s c o n s i d e r e d 

n o t a p a y i n g w e l l ? 

A. That's what I u n d e r s t a n d . 

Q. As such, t h e r e would be, I guess, no o b l i g a t i o n 

on t h e p a r t o f t h e u n i t o p e r a t o r t o p r o v i d e any k i n d o f 

a c c o u n t i n g s t a t e m e n t s o r a n y t h i n g t o t h e w o r k i n g i n t e r e s t 
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owner i n t h a t t r a c t . And here a g a i n , Mr. R e i n h a r d t , i f you 

don't know, t h a t i s an a c c e p t a b l e answer. I'm not t r y i n g t o 

push you i n t o --

A. I don't t h i n k t h e y would. I c a n ' t see any reason 

why t h e y would. 

Q. Are you aware o f a n y t h i n g t h a t BHP has done as 

t h e o p e r a t o r o f t h i s p o r t i o n o f t h e Ga l l e g o s Canyon whereby 

t h e y would have t r e a t e d t h e n o r t h h a l f as b e i n g i n t h e u n i t , 

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

A. No. There's been no o t h e r d r i l l i n g up t h e r e , 

o t h e r t h a n what S t a n o l i n d d i d , o r Amoco. 

Q. Now, i n terms o f t r y i n g t o g e t Mrs. Locke's 

v o l u n t a r y j o i n d e r , i f I u n d e r s t o o d your t e s t i m o n y , you 

t a l k e d t o her by t e l e p h o n e . Or was i t her son? 

A. Her son. 

Q. And your f i r s t w r i t t e n communication w i t h t h e 

Lockes was your l e t t e r o f October 3 1, which i s s e t out i n 

E x h i b i t Number 5. 

A. R i g h t . 

Q. Now, t h i s o f f e r was c o n f i n e d s i m p l y t o t h e 

n o r t h w e s t q u a r t e r ; i s n ' t t h a t c o r r e c t ? 

A. That's r i g h t . 

Q. I f I go on i n t h i s e x h i b i t and l o o k a t your 

December 1 1 t h l e t t e r , a g a i n , t h e d i s c u s s i o n between BHP 

t h r o u g h you and Don Locke f o r L o u i s e Locke focuses on t h e 
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n o r t h w e s t q u a r t e r o f 23, does i t not? 

A. At t h a t t i m e i t d i d , yes. 

Q. At t h a t t i m e you i n d i c a t e d t h a t t h e t i t l e o p i n i o n 

was y e t u n f i n i s h e d . 

A. That's r i g h t . 

Q. Now, t h e w e l l t o which you're p r o p o s i n g t o 

d e d i c a t e t h e n o r t h w e s t q u a r t e r o f 23 was a c t u a l l y d r i l l e d 

e i g h t days l a t e r , was i t not? 

A. Commenced e i g h t days l a t e r . 

Q. Had t h e t i t l e o p i n i o n been completed by t h a t 

time? 

A. As I r e c a l l , i t had n o t . 

Q. That i s n ' t a normal o r p r e f e r r e d p r o c e d u r e , i s 

i t ? 

A. No, n o t p r e f e r r e d . 

Q. But i t was t h e p r e s s u r e f r o m t h e far m o u t 

agreement t h a t caused you t o go f o r w a r d a t t h a t t i m e . 

A. That was p a r t o f our m o t i v a t i o n . 

Q. You c o u l d have d e d i c a t e d t h e so u t h h a l f u n i t t o 

t h e w e l l i n t h e southwest, c o u l d you not? You c o n t r o l l e d 

a l l o f t h a t ? 

A. That's a p o s s i b i l i t y . 

Q. And t h e n o r t h h a l f c o u l d have j u s t s t o o d o u t 

u n t i l any q u e s t i o n s o f t i t l e were r e s o l v e d and n e g o t i a t i o n s 

c ompleted. 
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A. That's p o s s i b l e . 

Q. Now, I b e l i e v e you -- on t h e 1 9 t h o f December, 

when you d r i l l e d t h e w e l l i n t h e southwest q u a r t e r o f t h i s 

s e c t i o n , you'd a l r e a d y d r i l l e d a w e l l i n t h e n o r t h e a s t ; i s 

t h a t r i g h t ? 

A. That's r i g h t . 

Q. And you're d e d i c a t i n g t h e e a s t h a l f u n i t o r 

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

A. That's r i g h t . 

Q. Had you a t any t i m e p r i o r t o d r i l l i n g t h e w e l l t o 

which you now propose t o d e d i c a t e t h e east h a l f -- a t any 

t i m e had you t a l k e d t o t h e Lockes o r proposed t o them 

a n y t h i n g i n terms o f t h e i r v o l u n t a r y p a r t i c i p a t i o n o r 

j o i n d e r c o n c e r n i n g t h e n o r t h e a s t q u a r t e r and t h e i r i n t e r e s t 

i n t h e n o r t h e a s t q u a r t e r ? 

A. W e l l , we were s t i l l i n a p e r i o d o f t i m e i n t h e r e 

when t h e p r e l i m i n a r y t i t l e i n f o r m a t i o n was r e c e i v e d 

i n d i c a t i n g t h a t i t was owned by Amoco P r o d u c t i o n Company, 

and we were o f t h a t b e l i e f even up u n t i l t h e t i m e we 

commenced t h e w e l l . 

Q. So when you commenced t h e w e l l , t h a t was on 

December 1 2 t h , wasn't i t , i n t h e n o r t h e a s t q u a r t e r ? 

A. I b e l i e v e i t was. 

Q. At t h a t t i m e you hadn't c o n t a c t e d t h e Lockes 

about v o l u n t a r i l y j o i n i n g w i t h you i n t h e w e l l . 
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A. No, because we t h o u g h t i t was, i n f a c t , owned by 

Amoco P r o d u c t i o n Company. 

Q. I t was a f t e r t h a t t h a t you and Mr. T u l l y s t a r t e d 

engaging i n some i n t e r e s t i n g correspondence -- s t r i k e t h e 

word " i n t e r e s t i n g . " You s t a r t e d c o r r e s p o n d i n g w i t h Mr. 

T u l l y about t h e p o s s i b i l i t y o f a c q u i r i n g t h e Locke i n t e r e s t 

i n t h e n o r t h h a l f , c o r r e c t ? 

A. That's r i g h t . 

Q. I f you'd t u r n t o your A p r i l 1 1 t h -- I'm s o r r y --

A p r i l 1 , 1991, l e t t e r t o Mr. T u l l y . Do you have t h a t , s i r ? 

A. Yes. 

Q. I f you go t o t h e t h i r d p a r a g r a p h , i t s t a t e s , "BHP 

i s n o t w i l l i n g t o c o m p l e t e l y t u r n over i t s G a l l e g o s Canyon 

U n i t 391 w e l l f o r your c l i e n t ' s b e n e f i t . BHP's w e l l i s a 

p r o p e r l y p e r m i t t e d w e l l w i t h i n t h e e x i s t i n g s p a c i n g o r d e r s 

i s s u e d by t h e S t a t e o f New Mexico f o r w e l l s p r o d u c i n g from 

t h e b a s i n F r u i t l a n d c o a l p o o l . " Do you see t h a t language? 

A. Yes. 

Q. When you s t a t e t h a t BHP's w e l l i s a p r o p e r l y 

p e r m i t t e d w e l l , what a r e you b a s i n g t h a t s t a t e m e n t on? 

A. On t h e f a c t t h a t t h e S t a t e o f New Mexico had 

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

Q. L e t me hand you what I ' d l i k e t o have marked as 

Locke E x h i b i t A, and ask you i f t h a t ' s t h e d r i l l i n g p e r m i t 

y ou're t a l k i n g a bout. 
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A. L e t ' s see. I t appears t o be an a p p l i c a t i o n f o r 

p e r m i t t o d r i l l f o r t h e G a l l e g o s Canyon U n i t Number 391. 

Q. And i s i t s i g n e d a t t h e bottom as approved by 

E r n i e Bush, Deputy O i l and Gas I n s p e c t o r , D i s t r i c t 3? 

A. R i g h t , yes, t h a t ' s what i t says. 

Q. And when you t a l k about t h i s w e l l b e i n g p r o p e r l y 

p e r m i t t e d , t h i s i s what you're t a l k i n g about? 

A. W e l l , yes, t h e f a c t t h a t t h e y had i s s u e d a p e r m i t 

t o d r i l l . 

Q. A t t a c h e d t o t h i s i s a s t a t e form C-102. Would 

you l o o k a t t h a t please? 

A. Okay. 

Q. Now, t h a t f o r m i s executed by someone named Chuck 

W i l l i a m s . Do you know who Mr. W i l l i a m s i s ? 

A. At t h e t i m e he was our f i e l d s e r v i c e s 

a d m i n i s t r a t o r . 

Q. At t h e time? I s he no l o n g e r t h e r e ? 

A. No, he's s i n c e l e f t t h e company. 

Q. R i g h t above h i s s i g n a t u r e i s t h e s t a t e m e n t , " I 

hereby c e r t i f y t h a t t h e i n f o r m a t i o n c o n t a i n e d h e r e i n i s t r u e 

and complete t o t h e be s t o f my knowledge and b e l i e f . " Do 

you see t h a t ? 

A. Yes, s i r . 

Q. Mr. W i l l i a m s was a person a u t h o r i z e d t o execute 

t h i s document on b e h a l f o f BHP, was he not? 
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A. Yes. 

Q. Now, i f you l o o k up i n t h i s , Mr. R e i n h a r d t , 

t h e r e ' s a b l o c k and t h e r e ' s some numbered sentences i n 

t h a t . One says, " O u t l i n e t h e acreage d e d i c a t e d t h e s u b j e c t 

w e l l by c o l o r e d p e n c i l o r hasher marks on t h e p l a t below." 

That's been done, hasn't i t ? 

A. Yes. 

Q. We go below t h a t t o number two, " I f more t h a n one 

lea s e i s d e d i c a t e d t o t h e w e l l , o u t l i n e each and i d e n t i f y 

t h e ownership t h e r e o f b o t h as t o w o r k i n g i n t e r e s t and 

r o y a l t y i n t e r e s t . " That has n o t been done, has i t ? 

A. I don't see t h a t i t ' s -- t h a t t h a t was done. 

Q. Then t h r e e r e a d s , " I f more t h a n one lease o f 

d i f f e r e n t o wnership i s d e d i c a t e d t o t h e w e l l , have t h e 

i n t e r e s t s o f a l l owners been c o n s o l i d a t e d by c o m m u n i t i z a t i o n 

u n i t i z a t i o n f o r f o r c e d p o o l i n g ? " And t h e r e ' s no answer 

p r o v i d e d t o t h a t , i s t h e r e ? 

A. Doesn't appear t o be. 

Q. So t h i s form doesn't appear t o be c o m p l e t e l y 

f i l l e d o u t , does i t ? 

A. W e l l , i t doesn't l o o k l i k e -- l o o k s t o me t h a t 

number t h r e e i s n ot completed, b u t t h e r e ' s --

Q. And t h e r e was d i f f e r e n t ownership t h a t was t o be 

d e d i c a t e d t o t h e w e l l ; i s n ' t t h a t r i g h t ? 

A. W e l l , yes, t h e r e ' s more t h a n one o i l and gas 
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l e a s e . 

Q. And t h e r e has been no c o n s o l i d a t i o n by 

c o m m u n i t i z a t i o n u n i t i z a t i o n , o r a t t h a t t i m e even f o r c e d 

p o o l i n g . 

A. At t h a t t i m e , no. 

Q. So when t h e p e r m i t was o b t a i n e d , t h a t wasn't 

d i s c l o s e d t o t h e commission, was i t ? 

A. I t doesn't appear t o be. 

MR. CARR: I ' d move t h e ad m i s s i o n o f Lock E x h i b i t 

Number A. 

MR. BRUCE: I have no o b j e c t i o n . 

HEARING EXAMINER: Locke E x h i b i t A, b e i n g c o p i e s o f t h e 

C-101 and C-102 s t a t e forms f o r t h e w e l l number 391, i s i t ? 

MR. CARR: Yes, which I'm about t o p r o v i d e you. 

HEARING EXAMINER: Locke E x h i b i t A w i l l be a d m i t t e d 

i n t o e vidence a t t h i s t i m e . 

Q. (By Mr. Ca r r ) Do you know t h e -- and maybe I 

sh o u l d d e f e r t h i s t o a n o t h e r person -- whether o r not t h e 

w e l l s — t h e t o t a l depths o f t h e w e l l s i s s t i l l above t h e 

base o f t h e P i c t u r e d C l i f f s ? Do you know how deep t h e y go 

and what f o r m a t i o n t h e y --

A. The 390 and 391? 

Q. Yes, s i r . 

A. They were d r i l l e d t o a depth above t h e base o f 

t h e P i c t u r e d C l i f f s . 
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Q. I n E x h i b i t Number 5 you have an AFE sig n e d by Mr. 

B e r t o g l i o . Who's Mr. B e r t o g l i o ? 

A. He i s an e n g i n e e r employed by BHP. 

Q. He's c u r r e n t l y i n BHP's employ? 

A. Yes. 

Q. And t h i s was m a i l e d , I g a t h e r , on May t h e 29 t h ; 

i s t h a t c o r r e c t , a l o n g w i t h a l e t t e r t h a t ' s i m m e d i a t e l y 

b e f o r e i t ? 

A. Yes. I i n c l u d e d b o t h o f th e s e t o be m a i l e d , yes. 

Q. T h i s i s t h e AFE, t h e l a s t page o f E x h i b i t Number 

5. Then E x h i b i t 6 i s what? How a r e t h e y d i f f e r e n t ? 

A. Oh, t h e d i f f e r e n c e between page one and two? 

Q. W e l l , I j u s t -- oh, I see, I see. E x h i b i t 6 i s 

th e e n t i r e --

A. Six i s an AFE f o r t h e 390. Seven i s an AFE f o r 

t h e 391. 

Q. And t h e r e ' s j u s t an a d d i t i o n a l sheet; t h e second 

pages a r e t h e same. 

A. They s h o u l d be s l i g h t l y d i f f e r e n t . 

Q. And why i s t h a t ? 

A. W e l l , t h e y ' r e i t e m i z i n g t h e d i f f e r e n t --

i t e m i z i n g t h e c o s t o f t h e d i f f e r e n t elements t h a t a re t o be 

i n c l u d e d i n t h e d r i l l i n g o f t h e w e l l . 

Q. Have t h e s e AFE's been a d j u s t e d t o show t h e a c t u a l 

c o s t s i n c u r r e d i n d r i l l i n g t h e w e l l ? 
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A. Have t h e y been a d j u s t e d ? 

Q. Do t h e y r e f l e c t t h e a c t u a l c o s t s , o r are t h e y 

j u s t e s t i m a t e s ? 

A. They're e s t i m a t e d c o s t s . 

Q. And do you know i f t h e y ' r e above o r below t h e 

a c t u a l c o s t s i n c u r r e d i n d r i l l i n g ? 

A. W e l l , so f a r we haven't completed t h e w e l l s , so 

we haven't expended a l l t h e funds necessary t h a t would -- s 

t h a t I c o u l d compare t h e a c t u a l c o s t s and t h e e s t i m a t e 

c o s t s . 

Q. But t h e w e l l s were a c t u a l l y d r i l l e d about e i g h t 

months ago, r i g h t ? 

A. About e i g h t months ago, yes. 

Q. And we know t h e r o t a r y f o o t a g e e x a c t l y and 

a c t u a l l y t h e number o f days i n v o l v e d , and a l l o f t h a t , 

c o r r e c t , a t t h i s p o i n t i n time? 

A. Yeah. 

Q. And a d j u s t m e n t s c o u l d be made t o a c c u r a t e l y 

r e f l e c t on May 29t h t h e s e numbers, and t h e y w o u l d n ' t have t 

j u s t be e s t i m a t e s , would they? 

A. Yeah, t h e y c o u l d be a d j u s t e d . 

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

HEARING EXAMINER: Mr. Bruce, r e d i r e c t ? 

MR. BRUCE: J u s t a c o u p l e o f f o l l o w - u p q u e s t i o n s . 

REDIRECT EXAMINATION 
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BY MR. BRUCE: 

Q. When BHP r e c e i v e d Mr. T u l l y ' s f i r s t l e t t e r , what 

d i d i t d e c i d e t o do w i t h r e s p e c t t o t h e two w e l l s ? 

A. When we r e c e i v e d h i s February 22nd l e t t e r ? 

Q. Yes. 

A. A t t h a t p o i n t we d e c i d e d t h a t we would n o t 

proceed any f u r t h e r w i t h c o m p l e t i n g t h o s e w e l l s u n t i l we 

reached some r e s o l u t i o n as t o w i t h r e s p e c t t o Mrs. Locke's 

i n t e r e s t , meaning t h a t she would e i t h e r p a r t i c i p a t e 

t h e r e a f t e r i n t h e w e l l s i n t h e c o m p l e t i o n o r e l s e her 

i n t e r e s t would be purchased under some m u t u a l l y a c c e p t a b l e 

t e r m s . 

Q. R e f e r r i n g t o t h e AFE's which Mr. Carr j u s t 

mentioned r e g a r d i n g a c t u a l w e l l c o s t s , what has BHP's 

e x p e r i e n c e been w i t h r e s p e c t t o a c t u a l v e r s u s e s t i m a t e d w e l l 

c o s t s ? 

A. W e l l , i n t h i s 3 0 - w e l l program h e r e , t h e c o s t s 

have been a t or j u s t s l i g h t l y below our e s t i m a t e s . I n one 

case, I t h i n k t h e a c t u a l c o s t came o u t a l i t t l e b i t h i g h e r . 

Q. And t o t h e b e s t o f your knowledge, i s t h e Tycksen 

w e l l l o c a t e d w i t h i n a p a r t i c i p a t i n g area o f t h e u n i t ? 

A. No, i t ' s n o t . 

Q. And BHP doesn't seek t o p u t i t i n a p a r t i c i p a t i n g 

a r e a , does i t ? 

A. No. 
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Q. L e t me hand you E x h i b i t BHP 2-A, Mr. R e i n h a r d t . 

And j u s t i d e n t i f y t h a t f o r t h e r e c o r d . 

A. I t i n d i c a t e s t h a t t h i s i s an i n s t r u m e n t t i t l e d 

" P o o l i n g D e s i g n a t i o n . " I t d e s c r i b e s some o i l and gas 

l e a s e s . 

Q. And have you p r e v i o u s l y seen t h i s ? 

A. I can r e c a l l h a v i n g seen t h a t b e f o r e . 

Q. And i t p u r p o r t e d l y c o v e r s t h e n o r t h h a l f o f 

S e c t i o n 23, does i t not? 

A. That's r i g h t . 

MR. BRUCE: I o n l y have one copy, Mr. Examiner. 

MR. CARR: W e l l , I happen t o have a bunch o f them. I n 

any e v e n t , we have no o b j e c t i o n t o t h a t b e i n g made a p a r t o f 

t h e r e c o r d . 

HEARING EXAMINER: At t h e ne x t break we t a k e , can you 

get c o p i e s o f i t ? What e x h i b i t number i s t h a t ? 

MR. BRUCE: BHP E x h i b i t 2-A. 

Q. (By Mr. Bruce) Mr. R e i n h a r d t , one t h i n g on t h a t 

E x h i b i t 2-A: when was i t executed by t h e Lockes and t h e 

T a y l o r s ? 

A. T h i s was a p p a r e n t l y -- Locke and T a y l o r executed 

t h i s t h e 30th day o f September, 1953. 

Q. So t h a t was b e f o r e t h e amendment t o t h e s u b j e c t 

l e a s e , wasn't i t ? 

A. That's r i g h t . 
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Q. To t h e b e s t o f your knowledge, when t h i s was 

exe c u t e d , had any w e l l spaced on 320 acres been d r i l l e d by 

Lock e - T a y l o r D r i l l i n g Company? 

A. I n 1953? 

Q. Yeah. 

A. As I r e c a l l , t h e Tycksen w e l l was d r i l l e d and 

completed i n 1952. And, i n f a c t , I t h i n k t h e r e ' s a --

Q. Mr. T u l l y r e f e r s t o t h a t i n h i s l e t t e r . 

A. Yeah, i t ' s r e f e r r e d t o here . I t was spud August 

6 t h , 1952, d r i l l e d t o t h e P i c t u r e d C l i f f s . 

Q. Do you know what t h e sp a c i n g f o r t h a t w e l l i s ? 

A. I b e l i e v e t h a t i t ' s i n t h e F r u i t l a n d sand p o o l . 

I t would be spaced on 160 a c r e s . 

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

Examiner. 

HEARING EXAMINER: At t h i s t i m e E x h i b i t 2-A w i l l be 

a d m i t t e d i n t o e v i d e n c e . 

Any c r o s s , Mr. Carr? 

MR. CARR: Only a c o u p l e . 

RECROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. R e i n h a r d t , t h e p o o l i n g d e s i g n a t i o n was 

executed by S t a n o l i n d a l s o , was i t not? 

A. Yes, i t was. 

Q. And what was t h e d a t e o f t h a t e x e c u t i o n ? 
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A. A c c o r d i n g t o t h i s , December 1 4 t h , 1954. 

Q. I b e l i e v e you s t a t e d t h a t your e x p e r i e n c e w i t h 

BHP i s t h a t t h e a c t u a l d r i l l i n g c o s t s a re below t h e AFE 

c o s t s ; i s t h a t a f a i r s tatement? 

A. D r i l l i n g , I'm t h i n k i n g i n terms o f -- terms o f 

d r i l l i n g and c o m p l e t i o n c o s t s . 

Q. I f t h e c o s t s a re a c t u a l l y l e s s t h a n t h e AFE c o s t s 

and Mrs. Locke d e c i d e s t o p a r t i c i p a t e p u r s u a n t t o a p o o l i n g 

o r d e r , s h o u l d n ' t she be a b l e t o pay her p r o p o r t i o n a t e share 

o f t h e a c t u a l c o s t s i n c u r r e d t o date? 

A. Oh, yeah, she'd be a l l o w e d t o pay a c t u a l . 

MR. CARR: That's a l l . 

HEARING EXAMINER: Do you have any q u e s t i o n s ? 

MR. STOVALL: Yes, I do. 

EXAMINATION 

BY MR. STOVALL: 

Q. Mr. R e i n h a r d t , am I c o r r e c t i n an assumption t h a t 

i t i s BHP's p o s i t i o n t h a t i t has p r o p e r l y e n t e r e d on t o a 

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

s e c t i o n t o d r i l l a w e l l based upon i t s s t a t u s as su b o p e r a t o r 

o f t h i s G a l l e g o s Canyon U n i t ? 

A. Yes, s i r . 

Q. And t h a t b e l i e f i s based upon your u n d e r s t a n d i n g 

and BHP's u n d e r s t a n d i n g t h a t a t l e a s t a p o r t i o n o f t h e 

w o r k i n g i n t e r e s t w i t h i n t h a t n o r t h e a s t q u a r t e r n o r t h e a s t 
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q u a r t e r i s committed t o t h e u n i t agreement? 

A. Yes, s i r . 

Q. Are you f a m i l i a r w i t h t h e u n i t agreement? 

A. I have read t h r o u g h i t . 

Q. And t h e u n i t o p e r a t i n g agreement? 

A. Yes, s i r . 

Q. Does t h e u n i t agreement address t h e i s s u e o f who 

has t h e r i g h t t o d r i l l a w e l l w i t h i n lands committed t o t h e 

u n i t ? I n o t h e r words, i s i t j u s t an o p e r a t o r o f t h e u n i t , 

o r does an i n d i v i d u a l l e s s e e have a r i g h t t o d r i l l on t h e i r 

-- l e t me c a l l i t a w o r k i n g i n t e r e s t owner f o r t h e purpose 

of t h i s d i s c u s s i o n ? 

A. A w o r k i n g i n t e r e s t owner has t h e r i g h t t o propose 

a w e l l on t h e i r t r a c t , b u t t h e u n i t o p e r a t o r i s r e s p o n s i b l e 

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

t h e r e ' s s p e c i f i c arrangements made t o t h e c o n t r a r y . 

Q. J u s t t a l k i n g i n g e n e r a l and n o t l o o k i n g a t t h i s 

p a r t i c u l a r w e l l s i t u a t i o n , i f a w o r k i n g i n t e r e s t owner 

proposed a w e l l on t h e t r a c t owned by t h a t w o r k i n g i n t e r e s t 

owner and t h e u n i t o p e r a t o r e l e c t e d not t o pursue t h a t , i s 

t h e r e some way t h e w o r k i n g i n t e r e s t owner c o u l d g e t t h a t 

t r a c t d r i l l e d ? 

A. Yes. They can be d e s i g n a t e d as agent f o r t h e 

d r i l l i n g and c o m p l e t i o n o f t h e w e l l . As a g e n e r a l r u l e , 

once i t ' s c ompleted, i t ' s t u r n e d back t o t h e u n i t o p e r a t o r . 
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and t h e u n i t o p e r a t o r i s t h e r e a f t e r charged w i t h a c t u a l l y 

o p e r a t i n g t h e w e l l a f t e r c o m p l e t i o n . 

Q. And r e g a r d l e s s o f who d r i l l s a w e l l , some 

e v a l u a t i o n i s made as t o whether o r n o t i t ' s a commercial 

w e l l and whether or not i t s h o u l d be committed t o a 

p a r t i c i p a t i n g a r e a ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. Now, do I u n d e r s t a n d you c o r r e c t l y t h a t w i t h 

r e s p e c t t o t h e n o r t h e a s t o f t h e n o r t h e a s t o f -- what i s t h i s 

-- S e c t i o n 23 t h a t -- what i n t e r e s t i s committed t o t h e 

u n i t i s a p o r t i o n o f t h e 137 a c r e s , g i v e o r t a k e i n t h a t ? 

A. I s t h e w o r k i n g i n t e r e s t . 

Q. And t h a t ' s --

A. I n t h a t t r a c t . I n t h a t u n i t . 

Q. The 137 i s o b v i o u s l y more t h a n t h e 40 acres o f 

t h e n o r t h e a s t n o r t h e a s t . Does i t encompass a l l o f -- i s a 

p o r t i o n o f a l l o f t h a t 40-acre n o r t h e a s t n o r t h e a s t 

committed? 

A. Yeah. The t r a c t -- t h e u n i t t r a c t covered a l l o f 

t h e e a s t h a l f n o r t h e a s t . I n f a c t , i t ' s i n t r a c t 102. 

Q. So — 

A. East h a l f n o r t h e a s t , southwest n o r t h e a s t and p a r t 

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

Q. But n o t 100 p e r c e n t o f t h e lands you j u s t 

d e s c r i b e d a r e a c t u a l l y committed t o p a r t o f t h i s lease 
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committed t o t h e u n i o n , o r i s i t 100 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 t h e l a n d you j u s t d e s c r i b e d t h a t ' s committed t o 

t h e u n i t ? 

A. Of t h e w o r k i n g i n t e r e s t . 

Q. There's no o u t s t a n d i n g w o r k i n g i n t e r e s t o t h e r 

t h a n t h a t covered by t h i s lease? 

A. S t a n o l i n d owned t h a t . S t a n o l i n d owned a l l t h e 

w o r k i n g i n t e r e s t i n t h a t l e a s e a t t h e t i m e t h e u n i t was 

formed. 

Q. And t h e lease r e p r e s e n t e d 100 p e r c e n t , 

e i g h t / e i g h t h s i n t e r e s t i n t h o s e lands? 

A. Yes. 

Q. So we don't have a s i t u a t i o n where t h e r e would be 

two l e a s e s on t h e same t r a c t o f a d i v i d e d or u n d i v i d e d 

i n t e r e s t ? 

A. No. 

Q. I t i s a s i n g l e l e a s e , b u t leased 100 p e r c e n t ? 

A. As I u n d e r s t a n d i t , t h e l e s s o r owned 100 p e r c e n t 

o f t h e m i n e r a l i n t e r e s t , executed t h a t o i l and gas lease t o 

Newbold. I t was a s s i g n e d t o S t a n o l i n d . 

Q. What i s a w o r k i n g i n t e r e s t , i n your mind? What 

does t h a t t e r m mean? 

A. Working i n t e r e s t i s t h o s e -- t h e i n t e r e s t 

c o n f e r r e d upon t h e l e s s e e o r h i s assignee r e p r e s e n t i n g 

c e r t a i n -- c e r t a i n i n t e r e s t t h a t he's e n t i t l e d t o . 
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Q. That i n t e r e s t being? What's t h e n a t u r e o f t h a t 

i n t e r e s t ? I t i s d e r i v e d t h r o u g h a l e a s e , you're s a y i n g , i n 

most cases; i s t h a t c o r r e c t ? 

A. Yes. 

Q. So a les s e e ' s i n t e r e s t i n a l e a s e , one way o f --

what does t h e le s s e e a c q u i r e e f f e c t i v e l y i n terms o f r a t e s , 

i n your mind? What does he own? 

A. W e l l , he owns t h e r i g h t t o go i n and p r o s p e c t on 

t h e acreage, d r i l l w e l l s , t o reduce and c a p t u r e t h e 

p r o d u c t i o n as l o n g as he's c a r v i n g o u t a share f o r t h e 

l e s s o r . You know, o i l and gas leases can c o n t a i n any number 

o f p r o v i s i o n s . 

Q. And i f I u n d e r s t a n d you c o r r e c t l y , you s a i d t h a t 

Mrs. Locke, t h r o u g h these v a r i o u s conveyances t h a t you've 

s u b m i t t e d here i n t h e e x h i b i t , i s t h e a c t u a l owner o f t h e 

w o r k i n g i n t e r e s t i n t h e 137 acres t h a t we're concerned w i t h 

where t h e w e l l i s l o c a t e d ? 

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

Q. But because o f t h e f a c t t h a t i t had been 

p r e v i o u s l y committed t o t h e G a l l e g o s Canyon U n i t , BHP, as 

su b o p e r a t o r under t h a t u n i t , has t h e r i g h t t o work t h a t 

w o r k i n g i n t e r e s t , i f you w i l l , has t h e r i g h t t o e n t e r i n on 

t h a t w o r k i n g i n t e r e s t and o p e r a t e as p a r t o f t h e u n i t . 

A. Yes. 

Q. Do you b e l i e v e Mrs. Locke would a l s o have t h e 
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r i g h t t o d r i l l a w e l l on t h a t u n i t , o r i s i t as you 

d e s c r i b e d b e f o r e i n terms o f — 

A. Would she have t h e r i g h t . I would say i f she 

d r i l l e d a w e l l elsewhere i n t h e n o r t h h a l f o t h e r t h a n t h a t 

p a r t i c u l a r 130-odd-seven a c r e s , I b e l i e v e she c o u l d do t h a t . 

Q. She would c l e a r l y have t h e r i g h t t o d r i l l -- she 

owns t h e r e s t o f t h e n o r t h h a l f , t h e w o r k i n g i n t e r e s t ; i s 

t h a t r i g h t ? 

A. Yeah. 

Q. She would c l e a r l y have a r i g h t t o d r i l l a w e l l on 

t h a t p o r t i o n o f t h e n o r t h h a l f which i s not committed t o t h e 

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

A. Yes, I b e l i e v e she would. 

Q. Would she, i n a d d i t i o n t o t h a t , have a r i g h t t o 

d r i l l a w e l l -- as w e l l as BHP as s u b o p e r a t o r , would Mrs. 

Locke a l s o have t h e r i g h t t o d r i l l on t h e 137 acres? 

A. W e l l , BHP would have f i r s t r i g h t t o o p e r a t e t h e 

wel 1 . 

Q. Under t h e terms you d e s c r i b e d b e f o r e when I asked 

you about t h e r i g h t t o o p e r a t e i n t h e u n i t ; i s n ' t t h a t 

c o r r e c t ? 

A. BHP would be g i v e n f i r s t o p p o r t u n i t y t o o p e r a t e 

t h e w e l l as u n i t o p e r a t o r . I f i t chose n o t t o f o r some 

reason, t h e n Mrs. Locke c o u l d be d e s i g n a t e d agent f o r a 

w e l l , i f she had wanted t o d r i l l a w e l l . 
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Q. I f , i n f a c t , t h e d i v i s i o n g r a n t s what BHP 

r e q u e s t s and a p r o r a t i o n u n i t i s formed, how w i l l t h a t be 

t r e a t e d i n terms o f e a s t h a l f and west h a l f ? How w i l l t h e 

i n t e r e s t be t r e a t e d i n terms o f p a r t i c i p a t i o n i n t h e u n i t ? 

W i l l t h e r e be a p a r t i c i p a t i n g area formed? 

A. We had i n d i c a t e d t h a t , you know, we would f i l e 

c o m m u n i t i z a t i o n agreements c o v e r i n g each o f those h a l f 

s e c t i o n s . 

Q. What about a p a r t i c i p a t i n g area? You t a l k e d 

about t h a t and commercial w e l l d e t e r m i n a t i o n s . 

A. W e l l , a t t h e p r e s e n t t i m e I don't know t h a t 

t h e r e ' s -- t h e r e ' s -- you know, we don't r e a l l y have a p l a n 

r i g h t now t o i n c l u d e t h a t acreage i n a PA. 

Q. The PA e f f e c t i v e l y f o r t h o s e w e l l s under t h e u n i t 

o p e r a t i o n would be t h e p r o r a t i o n u n i t ? 

A. There i s no F r u i t l a n d c o a l PA now. 

Q. There's none anywhere w i t h i n t h e u n i t t h a t you 

op e r a t e ? 

A. No, t h e r e a re no F r u i t l a n d c o a l p a r t i c i p a t i n g 

areas i n t h e u n i t r i g h t now. 

Q. So any w e l l t h a t ' s d r i l l e d as u n i t o p e r a t o r s t i l l 

shares -- t h e a l l o c a t i o n o f c o s t s and p r o d u c t i o n i s on a 

p r o r a t i o n u n i t b a s i s . 

A. That's how we're d o i n g i t r i g h t now. There are 

two o t h e r p r o d u c i n g F r u i t l a n d c o a l w e l l s elsewhere i n t h e 
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u n i t , b u t --

Q. There's n o t h i n g t h a t goes beyond -- does t h i s 

sound l i k e a f a m i l i a r d i s c u s s i o n , Mr. Bruce? 

MR. BRUCE: Yes, i t does. 

MR. STOVALL: We've done t h i s b e f o r e , e n t i r e l y 

d i f f e r e n t s u b j e c t s . 

A. I f t h e w e l l i s -- i f -- i f t h e w e l l appears --

w e l l , I s h o u l d n ' t even say t h a t . You're g o i n g t o g et t o a 

p o i n t i n t i m e , whether t h e w e l l i s commercial o r 

noncommercial, t h e o p e r a t o r i s g o i n g t o have t o submit t o 

BLM evidence one way or t h e o t h e r , and BLM w i l l e i t h e r have 

t o agree o r d i s a g r e e w i t h --

Q. (By Mr. S t o v a l l ) Even i f i t ' s n o t a commercial 

w e l l , you can c o n t i n u e t o o p e r a t e i t on a p r o r a t i o n - u n i t 

b a s i s . 

A. Yes. 

Q. The d i f f e r e n c e i s i f you formed a p a r t i c i p a t i n g 

area i t c o u l d be l a r g e r t h a n t h e p r o r a t i o n u n i t ; i s t h a t 

c o r r e c t ? 

A. Yeah, yeah. I t ' s c o n c e i v a b l e t h a t s e v e r a l 

p r o r a t i o n u n i t s c o u l d be combined i n t o a s i n g l e 

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

Q. And t h e acreage --

A. Or I guess a b e t t e r way t o say t h a t i s t h a t a 

p a r t i c i p a t i n g area c o u l d be e n l a r g e d t o encompass more t h a n 
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one p r o r a t i o n u n i t a r e a . 

Q. Now, r e g a r d l e s s o f how t h a t o c c u r s w i t h r e s p e c t 

t o t h e acreage c o n t r o l l e d by Mrs. Locke i n t h e n o r t h h a l f 

and w i t h r e g a r d l e s s t o whether o r not i t ' s a n o r t h h a l f 

p r o r a t i o n u n i t -- t h i s i s g o i n g t o g e t r e a l c o m p l i c a t e d here 

-- l e t me back up. I f we t a l k about your standup p r o r a t i o n 

u n i t s as you a r e p r o p o s i n g h e r e . 

A. R i g h t . 

Q. Based upon t h e way you a r e e s t a b l i s h i n g -- t h e 

f a c t t h a t y ou're d e a l i n g w i t h a p r o r a t i o n u n i t , Mrs. Locke 

i s g o i n g t o r e c e i v e t h e revenues f r o m e s s e n t i a l l y h a l f o f 

each w e l l ; i s t h a t c o r r e c t ? 

A. That's r i g h t . 

Q. And i f you d i d laydown u n i t s she'd be 100 p e r c e n t 

i n t e r e s t owner i n t h e n o r t h h a l f w e l l and no i n t e r e s t i n t h e 

so u t h h a l f w e l l . 

A. R i g h t . 

Q. Why d i d BHP choose standups i n s t e a d o f laydowns? 

A. I don't know t h a t t h e r e ' s r e a l l y t h a t much 

t h o u g h t g i v e n t o i t . A l l t h e o t h e r w e l l s -- we had d r i l l e d 

about a dozen F r u i t l a n d c o a l w e l l s , and we had g o t i n t o a 

mind s e t o f o r i e n t i n g t hese t h i n g s e a s t h a l f - w e s t h a l f , and 

i t ' s j u s t -- j u s t a p r o g r e s s i o n o f t h i n g s t o do those t o 

p e r m i t those t h a t way a l s o . 

Q. Now, i f , i n f a c t , BHP had done a laydown south 
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h a l f u n i t f o r -- what i s i t -- t h e 390 w e l l , t h e n you'd have 

b a s i c a l l y 100 p e r c e n t w e l l f o r a l l p r a c t i c a l purposes. 

W e l l , you've g o t 100 p e r c e n t v o l u n t a r y p a r t i c i p a t i o n w e l l . 

I don't remember what your i n t e r e s t s were f o r E x h i b i t 1. 

A. That's r i g h t , t h a t would have been a s i t u a t i o n . 

Q. But t h e reason f o r n o t d o i n g i t t h a t way i s 

because a l l your o t h e r u n i t s a r e standup? 

A. W e l l , yes, t h a t ' s r i g h t . 

MR. STOVALL: I have no f u r t h e r q u e s t i o n s . I'm s o r r y I 

do have one. 

Q. (By Mr. S t o v a l l ) You i n d i c a t e d t h a t back i n 

December when you were d r i l l i n g t h a t -- your i n d i c a t i o n was 

t h a t Amoco was t h e owner o f t h e t r a c t t h a t you're concerned 

w i t h ? 

A. That's what we b e l i e v e d , yes. 

Q. We're t a l k i n g about t h i s S t a n o l i n d l e a s e , t h e one 

t h a t you p u t i n t o e v i d e n c e , r i g h t ? 

A. Yes, s i r . 

Q. What n e g o t i a t i o n s had you had w i t h Amoco up t o 

t h a t p o i n t ? 

A. W e l l , we f e l t t h a t we have a f a r m o u t c o n t r a c t 

w i t h them c o v e r i n g a l l o f t h e i r i n t e r e s t i n S e c t i o n 23, p l u s 

numerous o t h e r s e c t i o n s i n t h e u n i t . 

Q. So you d i d n ' t need t o n e g o t i a t e w i t h Amoco? 

A. That d e a l was i n p l a c e . We b e l i e v e d t h a t i t was 
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covered by t h a t f a r m o u t agreement. 

MR. STOVALL: Now I have no f u r t h e r q u e s t i o n s . 

HEARING EXAMINER: I s t h e r e a p r o v i s i o n i n t h e u n i t 

agreement whic h d e s i g n a t e s how t h e 320-acre p r o r a t i o n u n i t 

w i l l be o r i e n t e d ? 

THE WITNESS: I n t h e u n i t agreement? 

HEARING EXAMINER: Yeah. 

THE WITNESS: No. 

HEARING EXAMINER: Any o t h e r q u e s t i o n s ? Mr. Carr? 

MR. CARR: J u s t r e a l b r i e f l y . 

RECROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. R e i n h a r d t , I t h i n k you t e s t i f i e d t h a t BHP 

o p e r a t e d something l i k e 180 w e l l s i n t h e Ga l l e g o s Canyon 

U n i t ? 

A. Yes. 

Q. How many a r e F r u i t l a n d c o a l ? 

A. I ' l l have t o count them. 

Q. I f i t ' s a b i g number, don't count v e r y l o n g . And 

th e reason f o r my q u e s t i o n i s I t h o u g h t you s a i d t h e r e were 

no --

A. About t e n . 

Q. No p a r t i c i p a t i n g --

A. They're n o t F r u i t l a n d c o a l • 

Q. -- p a r t i c i p a t i n g areas y e t ? 
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A. Right. 

Q. How i s a p a r t i c i p a t i n g area c r e a t e d ? 

A. You d r i l l a w e l l . And, l i k e I say, you submit 

t h e i n f o r m a t i o n t o t h e BLM, and t h e n t h e y w i l l a c t u a l l y 

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

Q. And you c a n ' t do t h a t t h e o t h e r way around, 

c r e a t e t h e area and t h e n d r i l l a w e l l ? 

A. No, because BLM i n s i s t s on h a v i n g a c e r t a i n 

amount o f p r o d u c t i o n h i s t o r y f r o m each w e l l i n o r d e r t o ma 

t h e i r d e t e r m i n a t i o n . 

MR. CARR: That's a l l . 

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

HEARING EXAMINER: I n t h a t case, Mr. R e i n h a r d t may be 

excused a t t h i s t i m e . 

Mr. Bruce? 

MR. BRUCE: T h i s w i t n e s s w i l l be much s h o r t e r , i f Mr. 

Carr w i l l c o o p e r a t e . 

MR. CARR: I ' l l do my p a r t . 

MELISSA TORBET 

t h e w i t n e s s h e r e i n , h a v i n g been f i r s t d u l y sworn, 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 pl e a s e s t a t e your name f o r t h e r e c o r d 

A. My name i s M e l i s s a T o r b e t , T - o - r - b - e - t . 
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Q. And who do you work f o r and i n what c a p a c i t y ? 

A. I work f o r BHP Petrol e u m as a s e n i o r p r o d u c t i o n 

e n g i n e e r . 

Have you b r i e f l y t e s t i f i e d b e f o r e t h e OCD? 

A. No. 

Q. Would you o u t l i n e your e d u c a t i o n and your work 

e x p e r i e n c e , please? 

A. I g r a d u a t e d i n 1980 fro m L o u i s i a n a Tech 

U n i v e r s i t y w i t h a B.S. i n che m i c a l e n g i n e e r i n g . I went t o 

work i m m e d i a t e l y f o r M o b i l O i l E x p l o r a t i o n and Pr o d u c i n g , 

and I worked f o r M o b i l f o r about t e n - a n d - a - h a l f years i n 

v a r i o u s p r o d u c t i o n e n g i n e e r i n g c a p a c i t i e s . I l e f t M o b i l i n 

November o f 1990 t o t a k e my c u r r e n t p o s i t i o n w i t h BHP as 

s e n i o r p r o d u c t i o n e n g i n e e r , and my area o f i n t e r e s t o r my 

area t h a t I handle i s t h e San Juan B a s i n . 

Q. Are you f a m i l i a r w i t h t h e e n g i n e e r i n g m a t t e r s 

r e l a t e d t o 390 and 391 w e l l s ? 

A. Yes. 

Q. As w e l l as BHP's o t h e r w e l l s i n t h e Gallego s 

Canyon U n i t ? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I t e n d e r Ms. T o r b e t as an 

e x p e r t p e t r o l e u m e n g i n e e r . 

MR. CARR: No o b j e c t i o n . 

HEARING EXAMINER: Ms. T o r b e t i s so q u a l i f i e d . 
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u u 

Q. (By Mr. Bruce) Would you pl e a s e r e f e r t o E x h i b i t 

9 and j u s t i d e n t i f y what i t i s f o r t h e Examiner, please? 

A. E x h i b i t 9 i s an i s o p a c h map o f t h e F r u i t l a n d c o a l 

i n t h e G a l l e g o s Canyon U n i t . The c o l o r s r e p r e s e n t d i f f e r e n t 

t h i c k n e s s e s . The dark orange c o l o r r e p r e s e n t s 30-plus f e e t 

o f n e t c o a l pay. The l i g h t e r orange i n d i c a t e s 20-to-30 f e e t 

o f pay, and t h e n t h e y e l l o w i n d i c a t e s 10-to-20 f e e t . The 

dark -- t h e l a r g e d a r k gas symbols i n d i c a t e t h e c o a l w e l l s 

t h a t BHP has d r i l l e d and d r i l l e d t o d a t e . Those symbols are 

marked w i t h t h e w e l l number and under t h e w e l l number t h e 

t e s t r a t e . 

Q. Would you p l e a s e d e s c r i b e t h e r i s k f a c t o r s i n 

d r i l l i n g t h e 390 and 391 w e l l s ? 

A. To d a t e , BHP has d r i l l e d 19 c o a l w e l l s t h a t --

we've completed and t e s t e d 17, a l l b u t 390 and t h e 391. 

Most -- a l l o f t h e w e l l s have between 16 and 30 f e e t o f net 

pay. And you can l o o k a t t h e r a t e s on t h i s map and t e l l 

t h a t t h e r a t e s v a r y w i d e l y f r o m t h e w o r s t w e l l t e s t e d a t t e n 

MCF per day -- i t ' s t h e 392 w e l l which i s d i r e c t l y s o u t h o f 

t h e 390 w e l l . And I t h i n k t h a t i s S e c t i o n 26, Township 29 

N o r t h , Range 13 West. That i s a noncommercial w e l l . We 

don't have p l a n s t o hook i t up. 

The b e s t w e l l t e s t e d a t 827 MCF per day. That i s 

t h e 389 w e l l . I t ' s over t o t h e f a r r i g h t . I t ' s i n S e c t i o n 

2 1 , Township 29 N o r t h , Range 12 West. Those two w e l l s have 
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a p p r o x i m a t e l y t h e same c o a l t h i c k n e s s , about 20 f e e t . 

And l o o k i n g a t th o s e t e s t s , you can see a n y t h i n g 

between t e n MCF and 800 MCF t h a t you m i g h t f i n d , so t h e r i s k 

i n d r i l l i n g and p r o d u c i n g c o a l i s n o t f i n d i n g t h e c o a l , i t ' s 

b e i n g a b l e t o make a commercial c o m p l e t i o n o u t o f i t . You 

don't know i f i t ' s g o i n g t o be commercial or not u n t i l you 

d r i l l i t and t e s t i t . 

Q. I f you s u c c e s s f u l l y complete a w e l l , i s t h a t 

i n d i c a t i v e o f t h e w e l l p a y i n g out? 

A. No. We o n l y have two w e l l s t h a t are p r o d u c i n g i n 

t h i s f i e l d . They've o n l y been p r o d u c i n g s i n c e November of 

1990, so t h e h i s t o r y o f t h e c o a l p r o d u c t i o n i n t h i s area i s 

not v e r y w e ll-known. I t c a n ' t be p r e d i c t e d w i t h 

c o n v e n t i o n a l means, and i t ' s a r i s k . 

Q. Are t h e r e any economic r i s k s i n today's market? 

A. Yes. W i t h low gas p r i c e s , some o f th e s e w e l l s 

t h a t we a r e p l a n n i n g t o hook up, such as t h e 388, which i s 

up on t h e -- t o t h e n o r t h and t o t h e r i g h t o f -- w e l l , i t ' s 

t o t h e l e f t o f 389 and n o r t h o f 389. That w e l l t e s t e d a t 50 

MCF per day. I f t h a t w e l l does n o t i n c l i n e , o r i f we don't 

g e t some c l a s s i c a l c o a l b e h a v i o r w i t h i n c l i n i n g p r o d u c t i o n , 

i t c o u l d become noncommercial. 

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

non c o n s e n t i n g i n t e r e s t owner i f she e l e c t s t o go nonconsent 

under t h e p o o l i n g o r d e r s ? 

HUNNICUTT REPORTING 
(505) 9829770 



1 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A. Cost p l u s 156 p e r c e n t . 

Q. Do you u n d e r s t a n d t h a t f i g u r e t o be a s t a n d a r d 

one f o r c o a l w e l l s i n t h e San Juan Basin? 

A. Yes. 

Q. Please d e s c r i b e how E x h i b i t 9 was p r e p a r e d , i f 

you w i l 1 . Did you p r e p a r e i t y o u r s e l f ? 

A. The w e l l s were d r i l l e d a c c o r d i n g t o t h i s map. I 

d i d n o t produce t h e map, b u t as t h e w e l l s were d r i l l e d , I 

v e r i f i e d t h e t h i c k n e s s e s t h a t t h e c o a l -- t h a t we saw i n t h e 

c o a l a c c o r d i n g t o t h e l o g s . As you can see from t h e d o t s 

a l l over t h i s map, t h e r e have been many, many w e l l s d r i l l e d 

i n t h i s a r e a , so t h e mapping -- we have v e r y good w e l l 

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

on t h a t . 

Q. So you reviewed a l l t h e p e r t i n e n t m a t e r i a l s 

r e g a r d i n g c o a l t h i c k n e s s on t h i s map and you'd agree w i t h 

them? 

A. Yes. 

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

a p p l i c a t i o n s 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, a t t h i s t i m e I ' d move t h e 

ad m i s s i o n o f E x h i b i t 9. 
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MR. CARR: No o b j e c t i o n . 

HEARING EXAMINER: E x h i b i t 9 w i l l be a d m i t t e d i n t o 

e vidence a t t h i s t i m e . 

Mr. C a r r , your w i t n e s s . 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Ms. T o r b e t , I lo o k e d a t your E x h i b i t Number 9. 

You're t h e one t h a t s p o t t e d t h e c o a l w e l l s on t h i s e x h i b i t ? 

A. Uh-huh. 

Q. And do you know when t h e s e w e l l s were d r i l l e d ? 

Were t h e s e c o a l w e l l s d r i l l e d a l s o i n 1990? 

A. Yes, s i r . 

Q. As p a r t o f t h e Amoco fa r m o u t arrangement, do you 

know? 

A. Not a l l o f them. Some o f them are d r i l l e d i n s i d e 

t h e P i c t u r e d C l i f f s PA, and t h e y were n o t p a r t o f t h e Amoco 

f a r m o u t . 

Q. You've g o t t h e t e s t i n f o r m a t i o n on these w e l l s . 

What k i n d o f t e s t s were they? 

A. These were t e s t s p e r f o r m e d a f t e r c o m p l e t i n g t h e 

w e l l , p o r t a b l e t e s t equipment. 

Q. I m m e d i a t e l y a f t e r c o m p l e t i o n ? 

A. Yes. 

Q. And t h e y had n o t produced a t a l l a t t h a t time? 

A. No. 
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Q. I f we l o o k a t S e c t i o n 28 on t h i s e x h i b i t , i t ' s 

g o t t h e Tycksen Number 1, and below i t i t says, "pooled 

u n i t . " I s t h i s j u s t a map you were u s i n g , o r d i d you have 

any i n v o l v e m e n t i n p l a c i n g t h a t t e r m on t h e r e ? 

A. I d i d n ' t have any i n v o l v e m e n t i n p u t t i n g t h a t on 

t h e r e . 

Q. You're n o t t h e r i g h t person t o ask what "pool 

u n i t " means? 

A. No. 

Q. Mr. Bruce asked you i f you knew t h a t 156 p e r c e n t 

was a s t a n d a r d f i g u r e used f o r p e n a l t i e s i n t h e F r u i t l a n d 

c o a l . 

A. Yes. 

Q. Do you know how t h a t 156 p e r c e n t was a r r i v e d a t ? 

A. No. 

Q. D i d you use i t j u s t because i t was a s t a n d a r d 

t h a t i s used? 

A. Yes. 

Q. You d i d n ' t l o o k b e h i n d t h a t and de t e r m i n e t h a t 

maybe 125 p e r c e n t o f t h a t f o r m u l a was r e l a t e d t o d r i l l i n g 

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

t h a t n a t u r e ? 

A. Was t h e q u e s t i o n d i d I l o o k i n t o t h a t ? 

Q. Yes. 

A. No. 
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Q. And you weren't aware o f t h a t ? 

A. No. 

Q. You're g o i n g t o connect t h e 388; i s t h a t c o r r e c t ? 

A. C o r r e c t . 

Q. And see i f t h e p r o d u c t i o n i n c l i n e s ? 

A. C o r r e c t . 

Q. Have o t h e r w e l l s a l r e a d y been connected up i n 

t h i s area? 

A. Yes, two, t h e 377 and t h e 378. 

Q. And a r e t h e y showing an i n c l i n e i n t h e i r 

p r o d u c i n g r a t e ? 

A. No. 

Q. They're not? 

A. No. 

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

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

A. I have n o t worked t h e e n t i r e San Juan B a s i n , so 

-- b u t I d i d a t t e n d a l l t h e s p a c i n g h e a r i n g -- spacing 

h e a r i n g s , and I know f r o m t e s t i m o n y g i v e n by M e r i d i a n , Amoco 

and Union t h a t some w e l l s e x h i b i t t h a t and some w e l l s 

d o n ' t . So, you know, a t t h e t i m e these were d r i l l e d , we 

were ho p i n g f o r t h a t , b u t we don't know i f we're going t o 

see i t o r n o t . 

Q. How many w e l l s o f t h e F r u i t l a n d c o a l w e l l s shown 

on t h i s map a r e connected a t t h i s t i m e? 
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A. R i g h t now t h r e e are connected, b u t one was j u s t 

connected t h e day b e f o r e y e s t e r d a y . 

Q. You connect a t t h e same t i m e you complete? 

A. No. 

Q. I t h i n k you t e s t i f i e d a l l b u t t h e two w e l l s i n 23 

have been completed. 

A. R i g h t . 

Q. But o n l y s e v e r a l are connected. 

A. R i g h t . 

Q. Was t h e r e any t y p i c a l reason why t h e two w e l l s i n 

23 were t h e l a s t ones t o be completed? 

A. W e l l , t h e y have n o t been completed, and t h e 

reason t h e y have n o t been completed i s because when we got 

ready t o co m p l e t e , I g ot a c a l l f rom Don R e i n h a r d t s a y i n g , 

"Don't complete t h e w e l l s . There i s a problem w i t h t h e 

l a n d . " 

Q. Are you t h e person I s h o u l d t a l k t o about how you 

go about c o m p l e t i n g a w e l l ? 

A. Yes. 

Q. C e r t a i n i n f o r m a t i o n was produced t o us by your 

a t t o r n e y i n response t o a r e q u e s t , and i t i n c l u d e d some 

i n f o r m a t i o n on t h e -- c a l l i t " c o m p l e t i o n p r o g n o s i s , " I 

t h i n k i t was c a l l e d , on t h e 390. There wasn't one on t h e 

391. I s t h e r e any d i f f e r e n c e o r d i f f e r e n t approach you use 

w e l l by w e l l , o r c o u l d we expect a s i m i l a r c o m p l e t i o n 
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p r o g n o s i s ? 

A. Both o f tho s e w e l l s have c o m p l e t i o n procedures 

w r i t t e n , and I t h i n k t h e f a c t you d i d n ' t g e t t h e one f o r t h e 

391 was j u s t an o v e r s i g h t o f whoever was c o p y i n g t h e 

m a t e r i a l . Those two w e l l s had e s s e n t i a l l y i d e n t i c a l 

c o m p l e t i o n p r o c e d u r e s . 

Q. And you'd be f r a c t u r e s t i m u l a t i n g b o t h o f them? 

A. C o r r e c t . 

MR. CARR: That's a l l I have. Thank you. 

HEARING EXAMINER: Mr. Bruce, any r e d i r e c t ? 

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

HEARING EXAMINER: One c l a r i f i c a t i o n . There's some 

h o r i z o n t a l - v e r t i c a l l i n e s on t h i s map. What i s t h e 

s i g n i f i c a n c e i n them, t h e dash l i n e s ? 

THE WITNESS: H o r i z o n t a l and v e r t i c a l ? 

HEARING EXAMINER: The box, l o o k s l i k e a boundary l i n e 

o r something. 

THE WITNESS: The dark o u t l i n e i s t h e Ga l l e g o s Canyon 

U n i t . The d o t t e d l i n e i s t h e P i c t u r e d C l i f f s p a r t i c i p a t i n g 

a r e a . 

HEARING EXAMINER: And t h e r e a r e many o t h e r w e l l s i n 

t h i s area t h a t a r e p r o d u c i n g f r o m deeper h o r i z o n s . 

THE WITNESS: Yes, t h e Atoka, P i c t u r e d C l i f f s , some 

F r u i t l a n d . There -- I don't t h i n k t h e r e ' s any Mesaverde 

c o m p l e t i o n s w i t h i n t h e G a l l e g o s Canyon, b u t t h e r e a r e some 

HUNNICUTT REPORTING 
(505) 9829770 



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 

s u r r o u n d i n g i t . 

HEARING EXAMINER: The w e l l s t h a t a re your c o a l gas 

w e l l s , i t doesn't appear t h a t -- you have j u s t c e n t e r e d them 

i n t o t h e orange area f o r t h e most p a r t because you do have a 

few i n t h e , I guess, s h a l l o w e r -- t h e t h i n n e r ones. 

THE WITNESS: That's c o r r e c t . 

HEARING EXAMINER: E s p e c i a l l y t h e one way down t h e r e i n 

t h e s o u t h , t h e 378. 

THE WITNESS: That's c o r r e c t . 

HEARING EXAMINER: I t has good p r o d u c t i o n , i t appears. 

THE WITNESS: That's c o r r e c t . That was -- when these 

w e l l s were proposed, u s i n g c o n v e n t i o n a l e s t i m a t e s o f , o f 

co u r s e , what a w e l l would produce, you would want t o d r i l l 

f o r t h e l a r g e s t n e t pay you c o u l d o b t a i n . However, because 

i t ' s c o a l and n e t pay i s n o t n e c e s s a r i l y i n d i c a t i v e o f a 

good r a t e o r a commercial c o m p l e t i o n , t h a t w e l l was p u t t o 

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

Ga l l e g o s Canyon U n i t t o see i f i t would be c o a l p r o d u c t i v e . 

But we j u s t p u t one w e l l down t h e r e because t h e r e was a l o t 

o f concern over t h a t because t h e c o a l was S t a n o l i n d . 

HEARING EXAMINER: Do you oversee t h e c o m p l e t i o n 

t e c h n i q u e s on t h e s e w e l l s i n t h e c o a l gas? 

THE WITNESS: Yes. 

HEARING EXAMINER: What t e c h n i q u e s have been u t i l i z e d i n 

the s e w e l l s ? 
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THE WITNESS: These a r e a l l p e r f o r a t e d and f r a c t u r e d 

w i t h -- t y p i c a l l y , we always use d i f f e r e n t f r a c t u r i n g 

f l u i d s . Most o f t h e w e l l s were t r e a t e d w i t h 70 q u a l i t y 

n i t r o g e n foam, 20-40 sand, 30 sand, t r a c k e d , I guess, s i z e s , 

anywhere f r o m 40 t o 90,000 pounds. 

HEARING EXAMINER: And your p e r f o r a t i o n s a r e c o n f i n e d 

t h e n t o t h e c o a l i t s e l f ? 

THE WITNESS: Yes. 

HEARING EXAMINER: Are t h e r e any a c i d f r a c k j o b s i n 

t h i s area? 

THE WITNESS: We have n o t t r i e d t h a t . 

HEARING EXAMINER: Are t h e r e any o t h e r q u e s t i o n s o f 

t h i s w i t n e s s ? 

EXAMINATION 

BY MR. STOVALL: 

Q. Open h o l e o r cased h o l e ? 

A. These a r e a l l cased h o l e . 

Q. Any water p r o d u c t i o n o f t h e ones t h a t you've --

A. Yes, we have — t h a t v a r i e s p r e t t y w i d e l y t o o . 

We had anywhere f r o m one b a r r e l a day t o about 100 b a r r e l s a 

day was t h e h i g h e s t . 

Q. Now, i f I remember a l l t h e -- whether you're 

g o i n g t o g e t t h e i n c l i n e i n p r o d u c t i o n i s go i n g t o be k i n d 

of a p r o d u c t o f d e w a t e r i n g ; i s t h a t n o t c o r r e c t ? 

A. W e l l , I know M e r i d i a n showed some t e s t i m o n y t h a t 
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t h o s e two were n o t n e c e s s a r i l y r e l a t e d . They had w e l l s 

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

MR. STOVALL: No f u r t h e r q u e s t i o n s . 

HEARING EXAMINER: Are t h e r e any o t h e r q u e s t i o n s o f Ms. 

Torb e t ? I f n o t , she may be excused. 

Mr. Bruce, how much l o n g e r on your n e x t w i t n e s s ? 

MR. BRUCE: Mr. Examiner, I would propose c e a s i n g my 

d i r e c t e x a m i n a t i o n . I may c a l l a w i t n e s s i n r e b u t t a l , b u t 

I'm t h r o u g h w i t h my d i r e c t . 

HEARING EXAMINER: I n t h a t case, why don't we t a k e a 

t e n - m i n u t e recess a t t h i s t i m e? 

(Recess, 3:11 p.m. t o 3:30 p.m.) 

HEARING EXAMINER: Mr. Carr? 

MR. CARR: At t h i s t i m e we c a l l Mr. Walsh. 

EWELL N. WALSH 

th e w i t n e s s h e r e i n , h a v i n g been f i r s t d u l y sworn, 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. W i l l you s t a t e your name f o r t h e r e c o r d , please? 

A. My name i s Ewe11 N. Walsh. 

Q. Where do you r e s i d e ? 

A. Farmington, New Mexico. 

Q. By whom a r e you employed? 

A. I've been employed as a c o n s u l t a n t by t h e 
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L o c k e - T a y l o r D r i l l i n g concern i n t h i s case. 

Q. And who i s Loc k e - T a y l o r D r i l l i n g ? 

A. Locke - T a y l o r D r i l l i n g i s t h e owner and o p e r a t o r 

o f t h e Tycksen Number 1, s u b j e c t -- one o f t h e s u b j e c t w e l l s 

i n t h i s case, and r e a l l y i n v o l v e s one i n d i v i d u a l , Mrs. 

Lo u i s e Locke. 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 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 p e t r o l e u m e n g i n e e r 

accepted and made a m a t t e r o f re c o r d ? 

A. Yes. 

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

BHP i n t h i s case? 

A. Yes. 

Q. Are you f a m i l i a r w i t h c o a l seam gas development 

i n t h e San Juan Basin? 

A. Yes. 

Q. Are you f a m i l i a r w i t h t h e acreage which i s t h e 

s u b j e c t o f t h i s p a r t i c u l a r case? 

A. Yes, I am. 

MR. CARR: Mr. Stogner, a r e t h e w i t n e s s ' q u a l i f i c a t i o n s 

a c c e p t a b l e ? 

HEARING EXAMINER: Mr. Bruce? 

MR. BRUCE: No o b j e c t i o n . 

HEARING EXAMINER: Mr. Walsh's q u a l i f i c a t i o n s are 

a c c e p t a b l e . What's your f i r s t name, Mr. Walsh? 
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THE WITNESS: E w e l l . 

HEARING EXAMINER: Mr. Carr? 

Q. (By Mr. C a r r ) Mr. Walsh, what does Louise Locke 

or L o c k e - T a y l o r D r i l l i n g Company seek by a p p e a r i n g i n t h i s 

case? 

A. I n s o f a r as my p a r t i n t h e e n g i n e e r i n g i s t o 

p r e v e n t damage, i r r e p a r a b l e damage, t o her Tycksen Number 1. 

Q. And i s Locke a l s o r e q u e s t i n g t h a t no p e n a l t y be 

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

A. No p e n a l t y ? Yes. 

Q. Have you pr e p a r e d c e r t a i n e x h i b i t s f o r 

p r e s e n t a t i o n i n t h i s case? 

A. Yes, I have. 

Q. 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 our E x h i b i t Number 1? 

A. E x h i b i t Number 1 i s a map i n d i c a t i n g t h e l o c a t i o n 

o f t h e w e l l s t h a t I u t i l i z e d i n t h i s area f o r d e t e r m i n i n g 

c o a l development. I n a d d i t i o n t o t h e w e l l s u t i l i z e d f o r 

c o a l development, t h e r e ' s a l s o i n d i c a t e d t h e Locke-Taylor 

Tycksen Number 1 i n t h e n o r t h e a s t q u a r t e r o f S e c t i o n 23, 

Township 29 N o r t h , Range 13 West. 

A d j a c e n t t o t h e Locke - T a y l o r Tycksen Number 1 i s 

t h e G a l l e g o s -- BHP Petroleum G a l l e g o s Canyon U n i t 391. I n 

t h e southwest q u a r t e r o f S e c t i o n 23 i s l o c a t e d t h e BHP 

Ga l l e g o s Canyon U n i t 390. 
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Q. Would you now go t o E x h i b i t Number 2 and i d e n t i f y 

t h a t ? 

A. E x h i b i t Number 2 i s what I c a l l a w e l l bore 

schematic. On t h e l e f t - h a n d s i d e o f t h e e x h i b i t t h e r e ' s a 

head i n g , "Locke-Taylor D r i l l i n g Company Tycksen Number 1 , " 

and t h e l o c a t i o n o f t h e w e l l . Under t h a t heading i s 

i n d i c a t e d w i t h v e r t i c a l l i n e s t h e c a s i n g s t r i n g s t h a t were 

run i n t h e w e l l a t t h e t i m e t h e w e l l was d r i l l e d . 

I n t h e lower p o r t i o n o f t h e schematic, t h e "X" 

d e s i g n a t i o n i s f o r t h e p o r t i o n o f t h e w e l l t h a t was 

c o n s i d e r e d open h o l e . The s l a s h p o r t i o n w i t h i n t h e lower 

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

was s e t i n t h a t open h o l e f r o m 1,230 f e e t t o a p p r o x i m a t e l y 

1,070 f e e t . 

The m i d d l e p o r t i o n o f E x h i b i t 2 i s t o i n d i c a t e , 

based upon BHP Petroleum G a l l e g o s Canyon U n i t Number 391, 

t h e f o r m a t i o n a n a l y s i s l o g , t h e depths o r t o p and bottom o f 

t h e p r o d u c i n g i n t e r v a l f o r t h e Tycksen Number 1 and t h e 

F r u i t l a n d c o a l i n t e r v a l t h a t was d r i l l e d t h r o u g h by BHP 

Petr o l e u m . I n t h i s case, t h e F r u i t l a n d sand i n d i c a t e d on 

t h i s l o g i s -- t o p o f i t a t 896 f e e t , t h e bottom a t 919 

f e e t . The t o p o f t h e F r u i t l a n d c o a l o r b a s a l c o a l t h a t BHP 

w i l l complete i n i s l o c a t e d a t -- t o p o f i t a t 1,152 f e e t , 

t h e b o t t o m a t 1,182 f e e t . 

The r i g h t - h a n d p o r t i o n i s a w e l l bore schematic 
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of t h e BHP Petro l e u m G a l l e g o s Canyon U n i t Number 391, w i t h 

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

as f a r as t h e c a s i n g s t r i n g s and cementing programs. The 

d i s t a n c e between t h e s e w e l l s , u s i n g t h e c a l c u l a t e d d i s t a n c e 

by v i r t u e o f l o c a t i o n f o o t a g e s , i s 121 f e e t . The d i s t a n c e 

from t h e t o p o f t h e -- t h e e s t i m a t e t o p o f t h e cement p l u g 

t o t h e t o p o f t h e c o a l i n t e r v a l i s 82 f e e t . I n a d d i t i o n , 

t h e Tycksen Number 1, which i s a p r o d u c i n g w e l l , t h e 

F r u i t l a n d sand i s p r o d u c i n g down t h e back s i d e o r o u t s i d e o f 

t h e s e v e n - i n c h c a s i n g around t h e seven-inch c a s i n g shoe and 

th e n t o t h e s u r f a c e . 

Q. Mr. Walsh, have you had an o p p o r t u n i t y t o rev i e w 

how BHP proposes t o s t i m u l a t e t h e Gal l e g o s Canyon U n i t Well 

Number 3 91? 

A. As our r e q u e s t d i d n o t -- we d i d not r e c e i v e a 

c o m p l e t i o n p r o g n o s i s on t h e 391. We d i d r e c e i v e a 

c o m p l e t i o n p r o g n o s i s on t h e 390 w e l l , and I b e l i e v e Ms. 

To r b e t t e s t i f i e d t h a t t h e y proposed t o complete 391 i n a 

s i m i l a r f a s h i o n t o t h e 390. 

Q. And what impact do you see, p o t e n t i a l l y , f o r t h e 

Tycksen W e l l Number 1 as a r e s u l t o f t h e proposed c o m p l e t i o n 

o f t h e G a l l e g o s Canyon 391 w e l l ? 

A. I n a l l p r o b a b i l i t y , t h e s t i m u l a t i o n o r f r a c k j o b 

of t h e magnitude t o be u t i l i z e d on t h e 390 w i l l i n t e r s e c t 

t h e w e l l bore o f t h e Tycksen Number 1. 
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Q. And what e f f e c t , i n your o p i n i o n , would t h a t have 

on t h a t w e l l bore? 

A. The e f f e c t on t h a t w e l l b o r e , t h a t i t c o u l d prove 

t o be i r r e p a r a b l e damage t o t h e p r e s e n t p r o d u c i n g i n t e r v a l 

i n t h e Tycksen Number 1, and t h e r e would be a l o s s o f 

c u r r e n t p r o d u c t i o n , p l u s r e s e r v e s , t h a t c o u l d n o t be 

re c o v e r e d by t h i s w e l l . 

Q. What i s t h e c u r r e n t s t a t u s o f t h e Tycksen Number 

1? 

A. A p r o d u c i n g commercial w e l l . 

Q. From t h e F r u i t l a n d sand? 

A. From t h e F r u i t l a n d sand. 

Q. A l l r i g h t , s i r . L e t ' s go t o E x h i b i t Number 3. 

Could you i d e n t i f y t h a t , please? 

A. E x h i b i t Number 3 was an attachment t o t h e 

c o m p l e t i o n p r o g n o s i s f o r t h e G a l l e g o s -- BHP Petroleum 

G a l l e g o s Canyon 390. The E x h i b i t 3 i s a c a l c u l a t i o n 

p e r f o r m e d by t h e Western Company c o n c e r n i n g a n i t r o g e n 

f o a m - f r a c t u r e d j o b . 

I ' d l i k e t o d i r e c t your a t t e n t i o n t o page two o f 

E x h i b i t 3 under t h e t i t l e o f "West Foam A n a l y s i s P r o f i t 

P r o f i l e Study," and t h e n t o t h e column about t h e middle t h a t 

says " L o c a t i o n i n F r a c t u r e Feet," and under t h a t , 

"From/To." T h i s i n d i c a t e s , i n my o p i n i o n , t h a t t h e 

f r a c t u r e c r e a t e d by s t i m u l a t i o n w i t h t h e t y p e o f foam j o b 
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t h e y were -- t h e y w i l l do on t h e 390 and p e r f o r m on t h e 391 

w i l l i n t e r s e c t t h e w e l l bore o f t h e Tycksen Number 1 because 

t h e f r a c t u r e l e n g t h i s i n d i c a t e d t o be 693 f e e t , and t h e 

w e l l s a r e o n l y 121 f e e t a p a r t . 

Q. Now, Mr. Walsh, do you have an o p i n i o n as t o 

whether o r n o t t h e processed f r a c t u r e t r e a t m e n t would have 

any e f f e c t on t h e p l u g g i n g t h a t has p r e v i o u s l y been done on 

t h e w e l l ? 

A. The cement p l u g t h a t was p l a c e d i n t h i s w e l l , 

what, some 37 -- 39 yea r s ago -- and b e i n g f a m i l i a r w i t h t h e 

cementing p r a c t i c e s a t t h a t t i m e because I was i n t h a t area, 

was p e r f o r m e d w i t h sack cement, cementing equipment t h a t 

r e a l l y i s a g i n g now, b u t t h e ACVP pumps. There was no 

d e n s i t o m e t e r s . A l l you had was a mud w e i g h t s c a l e t o see 

what you were d o i n g . H o p e f u l l y , t h e o p e r a t o r would keep t h e 

p r o p e r water f l o w . 

I n my e s t i m a t i o n , t h i s cement p l u g t h a t ' s been 

down t h e r e f o r a l l t h e s e y e a r s c o u l d be i n a c o n d i t i o n t h a t 

a l t h o u g h under s t a t i c , l o w - p r e s s u r e c o n d i t i o n s t h a t have 

been p r e s e n t i n t h i s w e l l , t h a t any s t r e s s e s p u t on i t by a 

f r a c t u r e t r e a t m e n t w i t h a f r a c t u r e e s p e c i a l l y i n t e r s e c t i n g 

t h e w e l l bore may not w i t h s t a n d these f o r c e s and a l l o w 

f l u i d s t o e n t e r i n t o t h e open p o r t i o n o f t h e w e l l bore and 

reach t h e p r o d u c i n g sand i n t h e Tycksen Number 1. 

Q. Do you have an o p i n i o n as t o whether or not 
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a p p r o v a l o f t h e a p p l i c a t i o n o f BHP f o r t h e e a s t h a l f u n i t 

and t h e G a l l e g o s Canyon U n i t W e l l 391 w i l l have an adverse 

impact on t h e p r o p e r t y i n t e r e s t o f Mrs. Locke? 

A. Yes, i t w i l l have an adverse i m p a c t . 

Q. Do you b e l i e v e i t w i l l damage her p r o p e r t y 

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

A. By c o m p l e t i o n o f t h i s w e l l , yes. 

Q. Have you been o u t p e r s o n a l l y and i n s p e c t e d t h e 

w e l l s i t e s ? 

A. I have been on t h e s u r f a c e o f t h e w e l l s i t e s . 

Q. I f a w e l l was t o be d r i l l e d i n t h e n o r t h h a l f o f 

t h i s s e c t i o n t o t h e F r u i t l a n d c o a l , i n your o p i n i o n , a re 

t h e r e o t h e r l o c a t i o n s t h a t would be a v a i l a b l e t h a t would not 

be i n such c l o s e p r o x i m i t y t o t h e Tycksen w e l l ? 

A. Yes. 

Q. And t h a t i f t h e w e l l s had been d r i l l e d a t those 

l o c a t i o n s t h i s problem mig h t n o t e x i s t ? 

A. I t might n o t e x i s t . 

Q. Have you had p e r s o n a l e x p e r i e n c e w i t h t h e 

c o m p l e t i o n o f F r u i t l a n d c o a l gas w e l l s i n t h e San Juan 

Basin? 

A. Yes, I have. 

Q. What i s t h e n a t u r e o f t h a t e xperience? 

A. The n a t u r e has been m a i n l y i n p l u g back o f 

P i c t u r e d C l i f f w e l l s f o r c o m p l e t i o n i n t h e F r u i t l a n d c o a l . 
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I n a d d i t i o n , I have -- on r e q u e s t o f c l i e n t s have pr e p a r e d 

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

w e l l s . 

Q. Have you a l s o been i n v o l v e d i n t h e d r i l l i n g o f 

w e l l s t h a t go t h r o u g h t h e F r u i t l a n d c o a l ? 

A. Hundreds o f them. 

Q. B a s i c a l l y , when you're p l u g g i n g back a P i c t u r e d 

C l i f f s w e l l t o rec o m p l e t e i n t h e F r u i t l a n d c o a l , you're 

w o r k i n g w i t h an e x i s t i n g w e l l b o r e ; i s n ' t t h a t c o r r e c t ? 

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

Q. And t h a t e f f o r t t h e n i s f o c u s i n g j u s t on t h e 

c o m p l e t i o n p r a c t i c e ? 

A. I t ' s b a s i c a l l y a c o m p l e t i o n p r a c t i c e . 

Q. Do you have an o p i n i o n as t o how much r i s k i s 

a c t u a l l y a s s o c i a t e d w i t h t h e c o m p l e t i o n process i n one o f 

thes e f i e l d c o a l w e l l s ? 

A. I ' d say v e r y l i t t l e o r none. 

Q. Are you p r e p a r e d t o make a recommendation t o t h e 

Examiner as t o t h e r i s k f a c t o r t h a t s h o u l d be assessed 

a g a i n s t L o u i s e Locke i f , i n f a c t , t h e s e a p p l i c a t i o n s a re 

grant e d ? 

A. F i r s t o f f , I ' d say I don't b e l i e v e a r i s k f a c t o r 

s h o u l d be a p p l i e d . However, i f t h e commission sees f i t t o 

ap p l y a r i s k f a c t o r , i t s h o u l d o n l y be on those c o s t s 

a t t r i b u t a b l e t o t h e c o m p l e t i o n o n l y , n o t on p r i o r c o s t s t o 
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t h i s p o i n t . They d r i l l e d a w e l l , t h e y logged i t , saw t h e y 

had t h e c o a l seam encased and cemented i t , so t h a t r i s k i s 

out o f t h e way. 

Q. Do you have a n y t h i n g f u r t h e r t o add t o your 

t e s t i m o n y ? 

A. No. 

Q. Were E x h i b i t s 1 t h r o u g h 3 p r e p a r e d by you? 

A. Yes. 

Q. A t l e a s t E x h i b i t 3 i s a --

A. Three i s a copy. 

MR. CARR: At t h i s t i m e , Mr. Stogner, we move t h e 

adm i s s i o n o f Locke E x h i b i t s 1 t h r o u g h 3. 

HEARING EXAMINER: Are t h e r e any o b j e c t i o n s ? 

MR. BRUCE: None. 

HEARING EXAMINER: E x h i b i t s 1 , 2 and 3 w i l l be a d m i t t e d 

i n t o e v i d e n c e . 

MR. CARR: That concludes my d i r e c t e x a m i n a t i o n o f Mr. 

Walsh. 

HEARING EXAMINER: Thank you, Mr. Carr. 

Mr. Bruce, your w i t n e s s . 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Walsh, d i d I un d e r s t a n d you t o say t h a t t h e 

Tycksen Number 1 w e l l i s p r o d u c i n g f r o m t h e F r u i t l a n d sand? 

A. Yes. 

HUNNICUTT REPORTING 
(505) 9829770 



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 

Q. What a r e t h e c u r r e n t d a i l y p r o d u c t i o n r a t e s on 

t h e w e l l ? 

A. C u r r e n t d a i l y , a p p r o x i m a t e l y 10 t o 15 MCF a day. 

Q. I s t h a t an economical r a t e ? 

A. Based upon t h e gas p r i c e t h e y ' r e g e t t i n g , i t v e r y 

much so i s . 

Q. Has p r o d u c t i o n f r o m t h e Tycksen Number 1 w e l l 

been a f f e c t e d t o dat e f r o m t h e d r i l l i n g o f t h e 391? 

A. I haven't p l o t t e d complete p r o d u c t i o n h i s t o r y t o 

de t e r m i n e t h a t , so I c a n ' t answer i t . 

Q. What i s t h e f r a c t u r e o r i e n t a t i o n i n t h i s area o f 

t h e San Juan Basin? 

A. F r a c t u r e o r i e n t a t i o n ? You're g o i n g t o have t o 

c l a r i f y t h a t because t h e r e a r e systems o f f r a c t u r e s w i t h i n 

t h e b a s i n t h a t you can p u t on p r o b a b l y almost any degree. 

I'm n o t u n d e r s t a n d i n g your q u e s t i o n . 

Q. W e l l , i n t h e F r u i t l a n d c o a l , do you know t h e 

o r i e n t a t i o n o f t h e f r a c t u r e s i n t h i s immediate area? 

A. I never heard o f a d e f i n i t e o r i e n t a t i o n f o r 

f r a c t u r e i n t h e F r u i t l a n d c o a l because i f -- your p r o d u c t i o n 

i s b a s i c a l l y o f your cleavage and f r a c t u r e s , t h e r e f o r e , t h e 

f r a c k j o b i s g o i n g t o f o l l o w your l e a s t r e s i s t a n c e , and I 

ca n ' t say i f t h e r e i s one. 

Q. But i t ' s a l s o p o s s i b l e t h a t i t won't -- a 

f r a c t u r e f r o m t h e 391 w e l l would i n t e r c e p t t h e Tycksen w e l l . 
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A. J u s t as much -- i t ' s p o s s i b l e . 

Q. Are t h e f r a c t u r e s v e r t i c a l o r h o r i z o n t a l ? 

A. I n t h e F r u i t l a n d c o a l ? 

Q. Yes. 

A. You have cleavage o f b a s i c a l l y v e r t i c a l . 

Q. V e r t i c a l . What d i d you say t h e t o p of t h e sand 

was i n t h i s area? 

A. Top based upon t h e f o r m a t i o n a n a l y s i s l o g o f t h e 

391? 

Q. Yes. 

A. F r u i t l a n d sand I t a k e a t 896 f e e t . 

Q. Between t h e bottom o f t h e F r u i t l a n d sand and t h e 

t o p o f t h e F r u i t l a n d c o a l t h e r e ' s about 230 f e e t ? 

A. Base o f F r u i t l a n d sand, t o p o f c o a l , 233 f e e t . 

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

HEARING EXAMINER: Thank you, Mr. Bruce. 

Mr. C a r r , any r e d i r e c t ? 

MR. CARR: No, I do not have any r e d i r e c t . 

HEARING EXAMINER: Mr. Walsh, I'm l o o k i n g a t your 

E x h i b i t Number 2, and you have t h e F r u i t l a n d sand between 

896 and 919. 

THE WITNESS: Yes. 

HEARING EXAMINER: Am I t o un d e r s t a n d t h a t ' s t h e 

p r o d u c i n g i n t e r v a l o f t h e F r u i t l a n d sand? 

THE WITNESS: T h i s i s what I c a l l t h e e q u i v a l e n t 
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p r o d u c i n g i n t e r v a l f o r t h e Tycksen Number 1. The Tycksen 

Number 1 had no l o g s r u n on i t . However, u t i l i z i n g a w e l l 

bore 121 f e e t away, I t h i n k we can v e r y much say t h a t t h i s 

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

HEARING EXAMINER: Now, what's below t h e 919? 

THE WITNESS: 919? 

HEARING EXAMINER: Yes. 

THE WITNESS: Seven-inch c a s i n g , no cement around t h e 

o u t s i d e o f t h e seven-inch c a s i n g , t h e n down t o your open 

h o l e , which i s i n d i c a t e d as p a r t o f t h e open h o l e . 

HEARING EXAMINER: But am I g o i n g t o f i n d any p r o d u c i n g 

sand below t h e 919? 

THE WITNESS: Produ c i n g sand, I would s e r i o u s l y doubt-

i t . L o o k i n g a t t h e l o g s , no sands. 

HEARING EXAMINER: A l t h o u g h i t i s open, i t ' s not a 

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

THE WITNESS: I don't c o n s i d e r i t a p r o d u c t i v e 

i n t e r v a l . 

HEARING EXAMINER: I s i t a t i g h t sand, a shale? 

THE WITNESS: You have i n t e r b e d d e d sands and s h a l e s . 

HEARING EXAMINER: And you have your o n e - i n c h t u b i n g 

p r o d u c i n g t h e water? 

THE WITNESS: T h i s w e l l c u r r e n t l y produces v e r y l i t t l e 

w a t e r . The on e - i n c h s i p h o n s t r i n g i s t h e r e on o c c a s i o n . 

The w e l l i s blown t o remove what s m a l l amount o f water i t 
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i s . I t ' s n o t even an amount you'd c o l l e c t i n a p i t . I t ' s 

vapor t h a t goes i n t o t h e a i r . 

HEARING EXAMINER: What year was t h i s w e l l completed? 

THE WITNESS: 1952. 

HEARING EXAMINER: And i t i s d e d i c a t e d 160 acres? 

THE WITNESS: I b e l i e v e t h e c u r r e n t r e c o r d i n t h e OCD 

f i l e s a t Aztec i n d i c a t e 320. 

HEARING EXAMINER: What p o o l i s i t i n ? 

THE WITNESS: West Coots Farmington Salem. 

HEARING EXAMINER: Farmington? 

THE WITNESS: F r u i t l a n d sand, excuse me. 

HEARING EXAMINER: And t h a t ' s based on 320. 

THE WITNESS: No, t h e s p a c i n g t h e r e i s 160. 

HEARING EXAMINER: I'm r e a l l y confused now, Mr. Walsh. 

THE WITNESS: T h i s e v i d e n t l y d w e l l s back from t h e 

o r i g i n a l d r i l l i n g o f t h e w e l l i n which t h e r e ' s a 320-acre 

u n i t b a s i c a l l y d e d i c a t e d t o t h e w e l l . Over t h e process o f 

th e y e a r s , n e i t h e r t h e o p e r a t o r o r t h e O i l C o n s e r v a t i o n 

D i v i s i o n has n o t i c e d i t , and i t has n o t been c o r r e c t e d . 

HEARING EXAMINER: I t ' s i n an u n p r o r a t e d gas pool? 

THE WITNESS: Yes. 

HEARING EXAMINER: I'm g o i n g t o t a k e a d m i n i s t r a t i v e 

n o t i c e on t h e w e l l f i l e on t h i s w e l l h e r e . 

Any o t h e r q u e s t i o n s o f Mr. Walsh? 

EXAMINATION 
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BY MR. STOVALL: 

Q. I t ' s p r e t t y heavy-duty c a s i n g a t t h e t o p o f t h i s 

w e l l , i s n ' t i t ? 

A. Mr. S t o v a l l , t h i s w e l l was d r i l l e d back i n '52. 

I t was d r i l l e d w i t h a c a b l e t o o l r i g , so t h e reason you see 

a l l t h e s e s t r i n g s o f c a s i n g t h a t a r e c a l l e d water s t r i n g s i n 

t h a t t h e y would d r i l l so f a r , t h e n run c a s i n g and a l l o w i t 

t o s e t on t h e bot t o m , d r i l l o u t from underneath i t , j u s t t o 

shut o f f any w a t e r s coming above. 

Then t h e y d r i l l e d below, and t h e n n o r m a l l y p u l l e d 

them. They g o t so f a r , t h e y ' d r u n a n o t h e r one and p u l l t h a t 

one. The t e n and t h r e e - q u a r t e r s i s t h e o n l y one t h a t ' s 

cemented; t h e r e f o r e , your e i g h t and f i v e / e i g h t h s and seven 

i n c h were what we c a l l w a t e r s t r i n g s . 

Q. I f BHP i s a l l o w e d t o c o n t i n u e t o complete i t s 

w e l l 391, do you have an o p i n i o n o f a manner i n which t h a t 

c o u l d be done w i t h o u t p o s i n g a r i s k t o t h e Tycksen w e l l ? 

A. The o n l y t h i n g I c o u l d see would p o s s i b l y just-

p e r f o r a t e t h e c o a l , g e t what you can o u t o f i t . Any 

s t i m u l a t i o n c o u l d i n t e r s e c t -- any s t i m u l a t i o n t h a t would be 

necessary t o g i v e p r o p e r p r o d u c i n g c h a r a c t e r i s t i c s and 

r e c o v e r t h e r e s e r v e s would i n t e r s e c t t h e w e l l bore -- i n a l l 

p r o b a b i l i t y i n t e r s e c t t h e w e l l bore i n t h e Tycksen 

Number 1. 

HEARING EXAMINER: Could t h i s w e l l — 
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MR. STOVALL: Go ahead. 

HEARING EXAMINER: Mr. Walsh, c o u l d t h i s w e l l — l e t me 

rephr a s e i t . I s t h e F r u i t l a n d sand water s e n s i t i v e , and i f 

i t was shut down f o r r e p a i r c o u l d i t come back on? 

THE WITNESS: I would n o t -- I would say l i k e a month 

or so, l i k e two months, I would a n t i c i p a t e no problem. Any 

g r e a t l e n g t h o f t i m e , s i x months t o a y e a r , t h e r e might be. 

HEARING EXAMINER: You want t o go i n t o a l i t t l e more 

d e t a i l on how t h a t would occur? 

THE WITNESS: The one month o r two months shut down 

what t h e body o f t h e wa t e r w e l l produces e s s e n t i a l l y i s n ot 

c r e a t i n g any volume which can p r o b a b l y f i l l up and reach 

t h a t sand because you have your open h o l e beneath t h a t 

c a s i n g . 

A t t h a t t i m e t o o you would have gas moving o u t o f 

t h a t sand which would t e n d t o p r e v e n t any water from 

s t a b i l i z i n g i n i t . However, t h e l o n g e r shutdown might a l l o w 

a c c u m u l a t i o n which c o u l d cover t h e sand, and t h e n any 

a d d i t i o n a l p r e s s u r e a p p l i e d on t o p o f t h a t water by gas 

moving up t h r o u g h t h e water and i n c r e a s i n g t h e dome-like --

i t c o u l d push t h e water back i n t o t h e sand and c r e a t e 

damage. 

HEARING EXAMINER: What are t h e f r e s h water zones i n 

t h i s area? Do you know? 

THE WITNESS: Any f r e s h w a t er zones would be, i n my 
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o p i n i o n , down p r o b a b l y t h r o u g h t h e f i r s t f o u r o r 500 f e e t , 

would be about i t . 

Q. (By Mr. S t o v a l l ) I s t h a t Ojo Alamo? 

A. I'm n o t so sure t h e Ojo would be -- I don't t h i n k 

i t ' s p r e s e n t on t h i s a r e a . 

HEARING EXAMINER: I'm g o i n g t o thro w t h i s q u e s t i o n o u t 

t o you, Mr. Walsh, and i f your t e c h n i c a l w i t n e s s can answer 

t h i s t o o , I'm t h r o w i n g t h i s q u e s t i o n o u t f o r b o t h . Are 

t h e r e any wa t e r w e l l s t h a t you know o f i n t h i s a r e a , e i t h e r 

one o f you? 

THE WITNESS: Not t o my knowledge. 

MS. TORBET: Don't know o f any. 

THE WITNESS: I have n o t researched t h e r e c o r d per se 

f o r t h a t . 

HEARING EXAMINER: Does t h e F r u i t l a n d sand have any 

p r e s s u r e on i t ? 

THE WITNESS: Oh, yes, t h i s w e l l has a s u r f a c e s h u t i n 

p r e s s u r e o f , depending on t h e amount o f t i m e , anywhere from 

maybe 200, 250 pound s u r f a c e . 

HEARING EXAMINER: Any o t h e r q u e s t i o n s o f t h i s 

w i t n e s s ? 

Q. (By Mr. S t o v a l l ) Would t h e r e be a n y t h i n g t h a t 

c o u l d be done t o t h e Tycksen w e l l , f o r example, t o r u n --

cement t h e c a s i n g and p e r f o r a t e o r do something l i k e t h a t 

t h a t c o u l d p r o t e c t t h a t w e l l ? 
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A. I do n o t b e l i e v e so a t t h i s p o i n t i n t i m e , w i t h 

t h e age o f t h e w e l l . The problem b e i n g i s t h e y a t t e m p t e d t o 

p u l l t h e seve n - i n c h c a s i n g o u t when t h e y wanted t o complete 

t h i s w e l l . The seven-inch c a s i n g was s t u c k . They -- i n 

t h i s -- a c c o r d i n g t o t h e OCD r e c o r d s w e l l f i l e s , i t was 

det e r m i n e d a f t e r -- over a p e r i o d o f days t h a t t h e y had no 

gas f l o w up t h e back s i d e o f t h e seven i n c h t o t h e s u r f a c e . 

And t h e O i l C o n s e r v a t i o n D i v i s i o n a l l o w e d them t o 

lea v e t h a t seven i n c h i n t h i s s t u c k p o s i t i o n , i n d i c a t i n g 

t h a t t h e p o s i t i o n t h a t t h e r e was no gas coming f r o m t h e 

f o r m a t i o n up t h e back s i d e ; i t would be produced around t he 

bottom and t h e n t o t h e s u r f a c e . 

Q. Who a c t u a l l y p h y s i c a l l y o p e r a t e s t h e Tycksen 

w e l l ? 

A. On — as f a r as a s w i t c h e r , you mean? 

Q. No. W e l l , I'm t h i n k i n g more i n terms o f 

s u p e r v i s i o n , n o t t h e a c t u a l person o u t t h e r e s w i t c h i n g t h e 

wel 1 . 

A. Don Locke converses w i t h h i s s w i t c h e r , m a i n t a i n s 

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

Q. Don Locke w i t h whom BHP --

A. Yes. 

Q. Does Locke - T a y l o r D r i l l i n g o p e r a t e any o t h e r 

w e l i s ? 

A. The o n l y o t h e r w e l l , t o my knowledge, and i t ' s 
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noncommercial, t h a t ' s s h u t - i n -- nonp r o d u c i n g , l e t me say 

t h a t , n o n p r o d u c i n g , a P i c t u r e d C l i f f w e l l . 

Q. I f t h e commission were t o deny BHP's 

a p p l i c a t i o n s , what would Mrs. Locke o r Locke-Taylor propose 

t o do? Do you have any idea? 

A. I don't b e l i e v e I can answer t h a t r i g h t now. 

Q. You're n o t q u i t e t h a t c l o s e t o them as a 

c o n s u l t a n t ? 

A. That's r i g h t . 

Q. Are you a r e g u l a r c o n s u l t a n t , o r are you j u s t 

h i r e d p a r t i c u l a r l y f o r t h i s case f o r Mrs. Locke? Do you 

a d v i s e them i n g e n e r a l on o p e r a t i o n here? 

A. No, I wasn't r e a l l y h i r e d as a c o n s u l t a n t u n t i l 

about A p r i l . 

Q. So you're n o t p r i v y t o t h e i r o p e r a t i o n s ? 

A. I have made my s e l f somewhat f a m i l i a r over t h i s 

p e r i o d o f t i m e , yes. 

Q. You don't p a r t i c i p a t e i n d e c i s i o n making w i t h 

them. 

A. No, no, I do n o t . 

Q. I f t h e s e a p p l i c a t i o n s were d e n i e d , t h e n 

c o n c e i v a b l y Mrs. Locke c o u l d end up w i t h no F r u i t l a n d c o a l 

w e l l on her F r u i t l a n d c o a l i n t e r e s t ; i s t h a t c o r r e c t ? 

A. I'm s o r r y , I'm n o t q u i t e f o l l o w i n g you. 

Q. I n o t h e r words, i f BHP were t o l d -- i f we t o l d 
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BHP -- d e n i e d t h e i r a p p l i c a t i o n t o f o r c e p o o l , I'm going t o 

make an assumption here t h a t t h e y would t h e n have t o go t o a 

sou t h h a l f u n i t f o r one w e l l ? 

A. Yes. 

Q. And t h e y ' d have t o make some o t h e r d e t e r m i n a t i o n 

about t h e o t h e r w e l l ? 

A. C o r r e c t . 

Q. But e f f e c t i v e l y t h e r e would not be a w e l l 

p r o d u c i n g Mrs. Locke's n o r t h h a l f c o a l gas. 

A. That c o u l d be t h e case. 

Q. So she would t h e n e i t h e r have t o ar r a n g e t o buy 

t h e BHP w e l l , o r s u c c e s s f u l l y o b t a i n p o s s e s s i o n o f i t 

t h r o u g h l i t i g a t i o n , o r d r i l l her own w e l l ; i s t h a t c o r r e c t ? 

A. That would be, i n my l i m i t e d e x p e r i e n c e , a l o n g 

t h a t l i n e , yes. I ' l l answer t h a t as yes. 

Q. I f I u n d e r s t a n d your t e s t i m o n y c o r r e c t l y , though, 

you have n o t t e s t i f i e d -- your t e s t i m o n y d i d not s t a t e t h a t 

t h e a p p l i c a t i o n s h o u l d be d e n i e d , b u t r a t h e r t h a t as f a r as 

any p e n a l t y , t h e r e s h o u l d be e s s e n t i a l l y no p e n a l t y o r 

l i m i t e d t o t h e c o s t e f f e c t ; i s t h a t c o r r e c t ? 

A. May I c o r r e c t t h a t now? 

Q. I guess I ' ve g i v e n you t h a t o p p o r t u n i t y , i f 

t h a t ' s what you want t o do. 

A. I n my o p i n i o n , t h e a p p l i c a t i o n o f BHP Petroleum 

i n s o f a r as e s p e c i a l l y t h e f o r c e d p o o l i n g , west h a l f o f 
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S e c t i o n 23, Township 29 N o r t h , Range 13 West, s h o u l d be 

d e n i e d , based upon my e n g i n e e r i n g knowledge t h a t c o m p l e t i o n 

o f t h i s w e l l a t t h i s t i m e c o u l d b r i n g around i r r e p a r a b l e 

damage t o t h e Tycksen Number 1 and p r e v e n t Mrs. Locke from 

h a v i n g her c u r r e n t p r o d u c t i o n and income and r e c o v e r i n g what 

r e s e r v e s she has coming t o her i n t h e Tycksen Number 1. 

Q. D i d you say west h a l f o r east h a l f ? 

A. East h a l f . 

Q. And you a r e n o t t e s t i f y i n g i n t h e c a p a c i t y o f 

somebody knowledgeable about l a n d m a t t e r s i n g e n e r a l o r 

s p e c i f i c a l l y l a n d m a t t e r s i n t h i s case, a r e you? 

A. No, s i r . 

Q. So you're n o t i n a p o s i t i o n t o g i v e an o p i n i o n as 

t o whether o r n o t BHP had a l e g a l r i g h t t o d r i l l a w e l l , 

based upon t h e t e s t i m o n y t h a t --

A. I f I made any o p i n i o n , i t would p r o b a b l y almost 

be hearsay because o f what I ' ve heard. But I'm n o t , I 

t h i n k , q u a l i f i e d t o answer t h a t q u e s t i o n . 

Q. Be about as competent as my e n g i n e e r i n g o p i n i o n , 

I suppose. 

A. A l l r i g h t , I ' l l b e l i e v e t h a t . 

Q. What i s Mrs. Locke's p o s i t i o n t h e n , o r what i s 

your u n d e r s t a n d i n g o f Mrs. Locke's p o s i t i o n w i t h r e s p e c t t o 

t h e a p p l i c a t i o n f o r t h e west h a l f u n i t t o be d e d i c a t e d t o 

t h e 390 w e l l ? 
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A. I n my o p i n i o n , I t h i n k i t s h o u l d be a n o r t h 

h a l f - s o u t h h a l f . There s h o u l d n o t be an ea s t or west h a l f 

by v i r t u e o f -- g e t t i n g i n t o a n o t h e r l i t t l e area -- by 

v i r t u e o f t h e ownership. 

MR. STOVALL: I don't t h i n k I have any more q u e s t i o n s . 

HEARING EXAMINER: Mr. Walsh, a r e t h e r e any r u l e s and 

r e g u l a t i o n s t h a t you know o f i n t h i s area which s t i p u l a t e 

t h e d i s t a n c e o f w e l l b o r e s , such as t h i s , where one w e l l i s 

p r o d u c i n g f r o m a d i f f e r e n t i n t e r v a l t h a n a n o t h e r ? 

THE WITNESS: I know o f no r e g u l a t i o n s s t i p u l a t i n g 

d i s t a n c e o f w e l l b o r e s . 

HEARING EXAMINER: Do you have any knowledge -- no, I'm 

not g o i n g t o ask t h a t q u e s t i o n . 

Are t h e r e any o t h e r q u e s t i o n s o f Mr. Walsh? 

MR. STOVALL: No. I may want t o r e c a l l one o f BHP's 

w i t n e s s e s . 

MR. BRUCE: I am p l a n n i n g on r e c a l l i n g my e n g i n e e r . 

MR. STOVALL: I f you're g o i n g t o do t h a t , t h e n I don't 

need t o have any d i s c u s s i o n w i t h t h e Examiner. I have no 

f u r t h e r q u e s t i o n s o f Mr. Walsh. 

HEARING EXAMINER: You may be excused. 

Mr. Bruce. 

MR. BRUCE: R e c a l l Ms. T o r b e t t o t h e s t a n d . 

HEARING EXAMINER: Do you have any o b j e c t i o n t o t h a t , 

Mr. Carr? 
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MR. CARR: No. 

HEARING EXAMINER: Mr. Bruce. 

REDIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Ms. T o r b e t , you were p r e v i o u s l y sworn. Have you 

revie w e d m a t e r i a l s r e g a r d i n g t h e Tycksen Number 1 w e l l , o r 

as i t ' s r e f e r r e d t o i n t h e OCD w e l l f i l e , t h e Tycksen Pool 

U n i t Number 1 Well? 

A. Yes, I have. 

Q. What were those m a t e r i a l s -- o r t o s h o r t - c i r c u i t 

t h i s , were t h e y c o n t a i n e d i n a r e p o r t p r e p a r e d by Mr. 

Walsh? Are tho s e t h e m a t e r i a l s you examined? 

A. The m a t e r i a l s t h a t I examined i n o r d e r t o 

c o n s t r u c t t h e w e l l bore diagram were p r i m a r i l y OCD r e c o r d s 

o f what -- o f d r i l l i n g and c o m p l e t i o n and a p l u g back. 

Q. And you were here and l i s t e n e d t o Mr. Walsh 

t e s t i f y , d i d you not? 

A. Yes. 

Q. Do you agree w i t h Mr. Walsh t h a t t h i s w e l l i s 

p r o d u c i n g f r o m t h e F r u i t l a n d sand? 

A. Yes. 

Q. Do you agree o r d i s a g r e e w i t h Mr. Walsh r e g a r d i n g 

any p o t e n t i a l harm t o t h e Tycksen Number 1 Well from 

c o m p l e t i n g t h e 391 w e l l ? 

A. I d i s a g r e e . 
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Q. F i r s t l e t ' s go i n t o t h e f r a c t u r i n g . What i s t h e 

f r a c t u r e o r i e n t a t i o n i n t h i s area o f t h e basin? 

A. I n t h i s area o f t h e b a s i n , we b e l i e v e t h e 

f r a c t u r e o r i e n t a t i o n t o be v e r t i c a l . T h i s i s based on 

t r a c e r l o g s t h a t we have r u n . We've r u n a r a d i o a c t i v e 

t r a c e r i n t h e f r a c k sand as w e l l as b e i n g f r a c t u r e d and t h e n 

a l o t o f t h e w e l l s t o d e t e r m i n e t h e f r a c t u r e h e i g h t based on 

numerous f r a c t u r e h e i g h t l o g s t h a t we've r u n i n our c o a l 

w e l l s i n t h e G a l l e g o s Canyon U n i t t h a t t h e f r a c t u r e s appear 

t o be v e r t i c a l . 

And i n a d d i t i o n , we b e l i e v e t h e o r i e n t a t i o n i s 

n o r t h e a s t t o southwest, and t h a t i s based p r i m a r i l y on t h e 

c o a l methane st u d y p erformed by t h i s o f f i c e , a l s o j u s t on 

t h e l i t e r a t u r e i n g e n e r a l about t h e c o a l GRI s t u d i e s and 

1 i t e r a t u r e . 

Q. What has been BHP's e x p e r i e n c e i n c o m p l e t i n g and 

f r a c t u r i n g t h e o t h e r w e l l s i t has i n t h e Ga l l e g o s Canyon 

U n i t , t h e F r u i t l a n d c o a l w e l l s ? 

A. As f a r as f r a c t u r i n g , we haven't r e a l l y had any 

problems f r a c t u r i n g o u t o f zone. A l l t h e w e l l s t h a t we have 

f r a c t u r e d i n t h e c o a l and t r a c e d have remained i n t h e c o a l . 

And due t o t h e d i s t a n c e between t h e s e w e l l bores and 

o r i e n t a t i o n o f n o r t h e a s t s o u t h w e s t , I t h i n k i t i s h i g h l y 

u n l i k e l y , o r almo s t any o t h e r o r i e n t a t i o n i s h i g h l y u n l i k e l y 

t o f r a c t u r e our w e l l and i n t e r s e c t a n o t h e r w e l l 120-odd f e e t 
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X w u 

away w i t h o n l y a f o u r - i n c h o r e i g h t - i n c h w e l l bore --

f i v e - i n c h w e l l b o r e . 

Q. So do you b e l i e v e t h a t c o m p l e t i n g t h e 391 w e l l 

w i l l i n t e r f e r e w i t h t h e Tycksen w e l l ? 

A. No. 

Q. Are t h e r e any o t h e r w e l l s i n t h e immediate 

v i c i n i t y o f t h e 391 w e l l ? 

A. Yes. Our w e l l was d r i l l e d on an e x i s t i n g Amoco 

Dakota pad, an Amoco Dakota w e l l . 

Q. So i t ' s r i g h t n e x t door. 

A. I t ' s r i g h t n e x t t o us. 

Q. I n your o p i n i o n , c o u l d t h e Tycksen w e l l be 

r e p l u g g e d t o do away w i t h any problems e n v i s i o n e d by Mr. 

Walsh? 

A. As f a r as communication between t h e F r u i t l a n d 

sand and t h e F r u i t l a n d c o a l w i t h i n t h a t w e l l b o r e , I would 

say yes, I t h i n k i t c o u l d be worked over t o i s o l a t e t hose 

two zones. And whether o r not t h e y ' r e i s o l a t e d i n t h a t w e l l 

b o r e , t h e y a r e i s o l a t e d i n our w e l l b o r e . Our w e l l bore was 

cemented t o s u r f a c e , and t h e two zones are h y d r a u l i c a l l y 

i s o l a t e d w i t h i n t h e 391 w e l l . 

Q. F i n a l l y , t h e Examiner p r e v i o u s l y asked a q u e s t i o n 

about water w e l l s i n t h i s a r e a . Have you s p e c i f i c a l l y 

l o o k e d f o r any water w e l l s ? 

A. No, I haven't. 
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Q. There's always a p o t e n t i a l t h e r e may be some? 

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

MR. BRUCE: I t h i n k t h a t ' s i t , Mr. Examiner. 

HEARING EXAMINER: How many o t h e r w e l l bores are t h e r e 

i n t h i s immediate area? I t h i n k i f t h e r e ' s a n o t h e r one -- I 

have two, t h e 391 and t h e Tycksen 1. I s t h e r e a n o t h e r one 

i n t h e r e ? 

THE WITNESS: Yes, t h e r e ' s a Dakota w e l l . T h i s l i t t l e 

-- my l i t t l e symbol k i n d o f covers i t up, b u t i t ' s t h e 94E, 

and i t ' s an Amoco w e l l t h a t produces from t h e Dakota. 

MR. STOVALL: That's t h e one where you can j u s t b a r e l y 

see t h e "E" above your gas w e l l symbols? 

THE WITNESS: Yeah. 

HEARING EXAMINER: Do you know t h e f o o t a g e l o c a t i o n on 

t h a t one? 

THE WITNESS: As f a r as how c l o s e i t i s t o our w e l l ? I 

don ' t know t h a t , b u t i t i s d r i l l e d on t h e same pad, so I'm 

sure i t ' s c l o s e . 

HEARING EXAMINER: Any o t h e r q u e s t i o n s o f t h i s 

w i t n e s s ? 

MR. STOVALL: I have one o t h e r q u e s t i o n . 

EXAMINATION 

BY MR. STOVALL: 

Q. Your map, E x h i b i t 9, you show a Number 2 Tycksen 

Pool U n i t W e l l t h a t ' s i n t h a t -- see t h a t l i t t l e symbol down 
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t h e r e ? "NL" means logged; i s t h a t c o r r e c t ? Are you 

f a m i l i a r w i t h i t ? 

A. I know t h a t ' s on t h a t map, b u t I d i d n ' t spot t h a t 

w e l l . I'm n o t f a m i l i a r w i t h t h a t w e l l . 

Q. Okay. And i f t h i s a p p l i c a t i o n were d e n i e d , do 

you have an o p i n i o n as t o what e i t h e r you'd recommend or 

what BHP might do as f a r as t h e 391 w e l l ? 

A. W e l l , I t h i n k i f t h e 391 were d e f i n i t e l y -- w e l l , 

I won't say d e f i n i t e l y because t h i s i s t h e o i l p a t c h , b u t I 

t h i n k i t has p o t e n t i a l t o be much more p r o d u c t i v e t h a n t h e 

Tycksen w e l l , and I t h i n k i t would be f o o l i s h t o p l u g i t and 

l o s e t h o s e r e s e r v e s as opposed t o t h e Tycksen w e l l which i s 

most p r o b a b l y p r e t t y c l o s e t o d e p l e t e d , t h e F r u i t l a n d sand 

r e s e r v e s . 

Q. But i f t h e -- and I'm assuming -- l e t ' s assume 

b o t h a p p l i c a t i o n s would be d e n i e d i n t h i s s i t u a t i o n , would 

BHP t h e n go f o r m a so u t h h a l f u n i t , do you t h i n k , and 

d e d i c a t e t h e 390 t o i t ? 

A. I don't know. That's a l a n d problem. I'm a 

f a r m e r . 

Q. So you don't know what t h e y -- i f , i n f a c t , t h e y 

weren't a b l e t o r e c e i v e t h e p r o d u c t i o n f r o m t h e 391, th e y 

would have t o make some d e c i s i o n on t h a t , w o u l d n ' t they? 

A. I suppose. 

HEARING EXAMINER: Do you have a d e f i n i t i o n o f 
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" c o r r e l a t i v e r i g h t s " ? 

THE WITNESS: No. I have heard t h a t t e r m b e f o r e . 

HEARING EXAMINER: I would suggest you l o o k i t up a f t e r 

t h i s h e a r i n g t o d a y . 

MR. STOVALL: I don't t h i n k I have any o t h e r q u e s t i o n s . 

MR. CARR: I do. I d i d n ' t g e t t o cross-examine t h i s 

w i t n e s s . 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Ms. T o r b e t , d i d you p i c k t h e l o c a t i o n f o r t h e 

Ga l l e g o s Canyon Wel l 391? 

A. No. 

Q. You were n o t i n v o l v e d i n t h a t d e c i s i o n ? 

A. No. 

Q. When you t a l k about t h e f r a c t u r e o r i e n t a t i o n i n 

th e area b e i n g n o r t h e a s t - s o u t h w e s t , t h a t ' s a g e n e r a l 

f r a c t u r e o r i e n t a t i o n ? 

A. Yes. 

Q. Have you a c t u a l l y l o o k e d o r been o u t on t h e 

s i t e ? Do you know t h e r e l a t i o n s h i p o f t h e Locke w e l l as i t 

r e l a t e s t o t h e G a l l e g o s Canyon 391? 

A. I t i s s l i g h t l y s o uthwest. 

Q. I t ' s southwest o f t h e G a l l e g o s Canyon w e l l , i s i t 

not? 

A. S l i g h t l y , I b e l i e v e . 
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JL. vy T 

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

HEARING EXAMINER: Any o t h e r q u e s t i o n s ? 

The w i t n e s s may be excused. 

A n y t h i n g f u r t h e r ? 

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

HEARING EXAMINER: Are we ready f o r c l o s i n g arguments? 

And I assume you're g o i n g t o r e p e a t your motion? 

MR. CARR: I t h i n k I ' l l do t h a t j u s t a t t h e end of 

c l o s i n g , j u s t f o r t h e r e c o r d , because I sense i t might be a 

b e t t e r t i m e t o do i t t h a t way. 

HEARING EXAMINER: Mr. Ca r r , do you car e t o make a 

sta t e m e n t a t t h i s time? 

MR. CARR: Yes. I t h i n k s i n c e Jim i s t h e a p p l i c a n t , I 

p r o b a b l y s h o u l d go f i r s t . 

L o u i s e Locke i s b e f o r e you today because BHP has 

d r i l l e d two w e l l s which a f f e c t her p r o p e r t y i n t e r e s t . They 

d r i l l e d them b e f o r e t h e y p r o p e r l y came b e f o r e you and t o o k 

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

We have b a s i c a l l y t h r e e concerns. The f i r s t 

c o ncern r e l a t e s t o damage t o t h e p r o p e r t y . The O i l and Gas 

Act p l a c e s on you a d u t y t o assure t h e w e l l s w i l l be d r i l l e d 

and o p e r a t e d so as not t o damage o f f s e t t i n g p r o p e r t y . And 

we f i n d o u r s e l v e s t o d a y t r y i n g t o defend t h e Tycksen Number 

1, w h i c h i s o n l y 120 f e e t away from t h e w e l l bore t h a t has 

been d r i l l e d and which BHP i s p r o p o s i n g t o f r a c t u r e 
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1 v> . 1 

s t i m u l a t e . 

I don't have t o t e l l you t h a t you don't need t o 

have r u l e s t h a t s e t d i s t a n c e s between w e l l s t o s t i l l have 

t h e d u t y t o assure t h a t p r o p e r t i e s a r e developed i n a 

f a s h i o n t h a t doesn't damage o f f s e t t i n g p r o p e r t i e s . 

Where Mrs. Locke f i n d s h e r s e l f today i s she 

c u r r e n t l y r e c e i v e s income f r o m t h e w e l l , and she's concerned 

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

complete t h e w e l l s as proposed, t h a t she's g o i n g t o be moved 

fro m an income r e c e i v e r t o a person who w i l l be i n a 

nonconsent p o s t u r e on two F r u i t l a n d c o a l w e l l s . 

And i f BHP g e t s t h e i r way, she won't see any 

revenue a t a l l f r o m those w e l l s u n l e s s she can f i n d t h e 

money t o pay f o r her 50 p e r c e n t o f t h e c o s t s u n t i l t h e y ' v e 

p a i d o u t p l u s 156 p e r c e n t o f t h o s e c o s t s . For t h a t reason 

we r e q u e s t t h a t you deny t h e a p p l i c a t i o n f o r t h e east h a l f . 

We t h i n k t h a t " c o r r e l a t i v e r i g h t s " mean the 

o p p o r t u n i t y f o r each i n t e r e s t owner t o produce w i t h o u t waste 

i t s j u s t and f a i r share o f t h e r e s e r v e s i n t h e p o o l . We're 

a s k i n g you t o g i v e Mrs. Locke t h e o p p o r t u n i t y t o c o n t i n u e t o 

produce her j u s t and f a i r share o f t h e r e s e r v e s from t h e 

n o r t h h a l f w i t h o u t c o m m i t t i n g waste. 

Now, I a l s o would submit i n t h a t r e g a r d t h a t 

waste i s n o t a b a l a n c i n g a c t . You don't l o o k a t t h e c o s t 

a s s o c i a t e d w i t h d r i l l i n g a F r u i t l a n d w e l l when t h a t w e l l was 
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j. \ ' 

d r i l l e d by BHP on i t s own b e f o r e i t even came t o t h e 

commission s e e k i n g a p p r o v a l and o r d e r . 

We a l s o have t h e q u e s t i o n t h a t ' s t h e b a s i s f o r 

our m o t i o n t o c o n t i n u e i n d e f i n i t e l y which i s r e l a t e d t o t h e 

r i g h t s t o d r i l l . I t ' s o b v i o u s f r o m t h e evidence p r e s e n t e d 

t h a t we b e l i e v e t h a t S t a n o l i n d , because t h e r e was not 

p o o l i n g a u t h o r i t y i n t h e l e a s e , d i d n ' t j u s t have by some 

i m p l i e d a c t o r t h e r e ' s some i m p l i e d r i g h t f o r S t a n o l i n d t o 

commit t h e w o r k i n g i n t e r e s t i n t h i s t r a c t t o a u n i t , t h a t 

t h e i r a u t h o r i t y t o a c t would come fro m a lease document 

i t s e l f . 

That's n o t a q u e s t i o n I'm a s k i n g you t o de c i d e 

because t h e O i l and Gas Act d i r e c t s you t o i d e n t i f y p r o p e r t y 

i n t e r e s t s , n o t d e c i d e i t . We b e l i e v e t h a t BHP has no 

o p e r a t i n g r i g h t s i n t h e n o r t h h a l f . They have no r i g h t t o 

be t h e r e , we b e l i e v e , and no r i g h t t o d r i l l . But t h a t i s a 

q u e s t i o n t h a t has t o be r e s o l v e d by t h e c o u r t s . As long as 

t h a t i s s u e stands o u t t h e r e , t h e o r d e r t h a t you e n t e r i n 

t h i s case, i f you do, c o u l d be v o i d . We, t h e r e f o r e , ask 

t h a t you c o n t i n u e t h i s case i n d e f i n i t e l y , i f you don't deny 

i t o u t r i g h t because o f t h e damage t o t h e Tycksen Number 1 

W e l l , u n t i l t i t l e i s e s t a b l i s h e d , u n t i l once and f o r a l l t h e 

q u e s t i o n as t o o p e r a t i n g r i g h t s i s d e t e r m i n e d . 

Then t h e r e ' s a q u e s t i o n o f p e n a l t y . We r e a l l y 

d o n ' t l i k e a d d r e s s i n g t h e q u e s t i o n o f p e n a l t y because we 
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x u / 

t h i n k you s h o u l d n ' t approve t h e lands i n t h e f i r s t p l a c e , 

b u t t h e p e n a l t y q u e s t i o n , I t h i n k i s o f s i g n i f i c a n c e s h o u l d 

you d e c i d e t o g r a n t t h e a p p l i c a t i o n t o BHP. 

Remember, t h e y d r i l l e d t h e w e l l s i x months b e f o r e 

t h e y sought a p o o l i n g o r d e r f r o m t h e d i v i s i o n . I t was 

d r i l l e d , and t h e n s i x months l a t e r t h e y f i l e d an 

a p p l i c a t i o n . The w e l l s were a t t o t a l d e p t h . They t o o k t h a t 

r i s k . Now t h e y ' r e j u s t w a i t i n g c o m p l e t i o n u n t i l t h e y f i n d 

o u t what you do. 

You s h o u l d note i n d e t e r m i n i n g what r i s k i s 

a p p r o p r i a t e t h a t f r o m t h e i r E x h i b i t Number 9 t h e two w e l l s 

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

t h i c k e s t p o r t i o n o f t h e r e s e r v o i r . And i f you l o o k a t t h e 

numbers, t h e y ' r e g o i n g ahead and c o n n e c t i n g a w e l l t h a t 

t e s t e d 50 MCF per day. I submit t h a t t h e r e ' s perhaps o n l y 

one w e l l t h a t was p o o r e r t h a n t h a t on t h e t e s t . You can 

count t h e numbers and de t e r m i n e how much r i s k t h e r e a c t u a l l y 

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

Ms. T o r b e t t a l k e d about a 156 p e r c e n t p e n a l t y as 

be i n g what t h e y recommended you adopt i f you g r a n t t h e i r 

a p p l i c a t i o n because t h a t ' s a s t a n d a r d . Mr. Stogner, t h a t 

s t a n d a r d was developed i n a s e r i e s o f cases where M e r i d i a n 

came b e f o r e you and p r e s e n t e d some d e t a i l e d damage 

c a l c u l a t i o n s , p e n a l t y c a l c u l a t i o n s , p e n a l t y a n a l y s e s . 

One o f those cases i s case 9593, and I would ask 
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J. u u 

you t o t a k e n o t i c e o f t h a t and t h e o r d e r t h a t r e s u l t e d . 

Order Number R-8877, and i n p a r t i c u l a r Order Number R-8877 

dat e d February 22nd, 1989, and p a r t i c u l a r l y E x h i b i t Number 8 

because t h a t -- i t was o f f e r e d by M e r i d i a n -- t h a t ' s t h e 

b a s i s o f t h i s p e n a l t y . And when you l o o k a t t h a t , you w i l l 

see t h e r e were a number o f v a r i o u s f a c t o r s t h a t M e r i d i a n had 

c o m p i l e d , and t h e y had assessed v a r i o u s r i s k percentages t o 

each o f t h o s e f a c t o r s . And t h e d i v i s i o n l o o k e d a t those 

f a c t o r s and e n t e r e d an o r d e r under o p e r a t i n g r i s k s . There 

were c o m p l e t i o n o p e r a t i o n s s e t o u t , and t h e d i v i s i o n 

a l l o c a t e d t o t h o s e , we s u b m i t , 23.3 p e r c e n t . 

I f you p e n a l i z e t h i s w e l l -- i f you g r a n t t h e 

a p p l i c a t i o n and i f you d e c i d e you need t o g r a n t a r i s k 

p e n a l t y , we b e l i e v e you s h o u l d f o l l o w t h e precedent s e t i n 

t h a t case, and t h e p e n a l t y s h o u l d n o t exceed 23.3 p e r c e n t . 

At t h i s t i m e I would move t h a t t h e a p p l i c a t i o n s 

o f BHP be c o n t i n u e d i n d e f i n i t e l y . 

HEARING EXAMINER: Be f o r e I r u l e on t h a t m o t i o n , I want 

t o hear Mr. Bruce's c l o s i n g argument. 

MR. BRUCE: Mr. Examiner, BHP seeks t o f o r c e p o o l these 

two w e l l s because we b e l i e v e i t w i l l p r o t e c t everyone's 

p r o p e r t y i n t e r e s t s . The e x i s t i n g Tycksen Number 1 Well i s a 

F r u i t l a n d sand w e l l . I t ' s based on 160 a c r e s , t h e r e f o r e , 

j u s t l o o k i n g a t t h e s p a c i n g , t h e r e ' s no bar t o t h e d r i l l i n g 

o f a F r u i t l a n d c o a l w e l l i n t h e n o r t h e a s t q u a r t e r o f S e c t i o n 
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23. F u r t h e r m o r e , t h e n o r t h h a l f o f S e c t i o n 23 has never 

been d e d i c a t e d t o any F r u i t l a n d c o a l w e l l , and a p p a r e n t l y 

Mrs. Locke never had any i n t e n t i o n o f d r i l l i n g a F r u i t l a n d 

c o a l w e l l on t h a t n o r t h h a l f . 

You have b e f o r e you a p o o l i n g d e s i g n a t i o n and 

some o t h e r documents. W e l l , what's t h e e f f e c t o f t h a t 

d e s i g n a t i o n ? R e a l l y , t h e r e ' s no e f f e c t as f a r as BHP i s 

concerned, and I ' l l g e t i n t o t h i s i n a m i n u t e . 

L e t me f i r s t g e t i n t o t h e items Mr. Carr 

mentioned about a u t h o r i t y t o p o o l . The p o o l i n g c l a u s e i n a 

l e a s e o n l y concerns t h e l e s s e e ' s a u t h o r i t y t o p o o l t h e 

i n t e r e s t s o f a l e s s o r . I t has n o t h i n g t o do w i t h t h e 

l e s s e e ' s a u t h o r i t y t o p o o l h i s own i n t e r e s t s . The lessee 

can p o o l h i s i n t e r e s t s w i t h o u t t h e l e s s o r ' s consent i n t o any 

s i z e d u n i t , i n t o any d r i l l i n g u n i t or i n t o any s i z e 

development u n i t , l i k e t h e G a l l e g o s Canyon U n i t . And o n l y 

because I l i k e t h e name o f t h i s case, I ' l l c i t e i t t o you. 

I t ' s c a l l e d Bruce v. Ohio O i l Company, a Tenth C i r c u i t 

case. And t h a t -- t h e r e a r e o t h e r cases out. t h e r e t h a t 

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

The p o o l i n g d e c i s i o n does n o t c o n t r o l . The OCD 

i s a u t h o r i z e d t o p o o l t h i s acreage by compulsory process 

d e s p i t e t h e p o o l i n g d e s i g n a t i o n because when th e s e leases 

were e x e c u t e d , t h e S t a t e o f New Mexico C o n s e r v a t i o n Act had 

a l r e a d y been enacted, and t h e compulsory p o o l i n g -- t h e laws 
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i n e x i s t e n c e a t t h e t i m e o f making a c o n t r a c t become p a r t o f 

t h a t c o n t r a c t . 

The o i l and gas c o n s e r v a t i o n laws are an e x e r c i s e 

o f t h e p o l i c e power. I know t h i s sounds o l d t o you -- I 

t h i n k B i l l and Bob and I have been l i t i g a t i n g t h i s f o r 

s e v e r a l y e a r s now, and th e s e c o n s e r v a t i o n laws are 

i n c o r p o r a t e d i n t o t h e leases i n t o t h e v a r i o u s c o n t r a c t s 

e n t e r e d i n t o by t h e p a r t i e s as a m a t t e r o f law. 

There a r e a number o f cases t h a t h o l d t h a t a 

compulsory p o o l i n g w i l l supercede any p r i o r v o l u n t a r y 

agreement. Once a g a i n , I would p o i n t o u t t h a t t h a t p r i o r 

v o l u n t a r y agreement had n o t h i n g t o do w i t h a F r u i t l a n d c o a l 

w e l l and, t h e r e f o r e , t h e n o r t h h a l f was never d e d i c a t e d t o 

t h a t w e l l . Because S t a n o l i n d v a l i d l y committed t h e w o r k i n g 

i n t e r e s t o f t h i s 137-acre d r i l l s i t e lease t o t h e Gallego s 

Canyon U n i t , t h e w o r k i n g i n t e r e s t was committed t o t h a t 

u n i t ; and BHP, as t h e F r u i t l a n d c o a l o p e r a t o r , has t h e r i g h t 

t o d r i l l t h e w e l l where i t ' s l o c a t e d . 

As we've s t a t e d b e f o r e , BHP does n o t c o n t e s t Mrs. 

Locke's ownership o f t h e w o r k i n g i n t e r e s t i n t h e n o r t h h a l f 

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

a r e p r o t e c t e d because she w i l l r e c e i v e her p r o r a t a share o f 

p r o d u c t i o n f r o m t h e two w e l l s i f p o o l i n g i s a u t h o r i z e d . 

Now, even i f t h e lease -- t h e d r i l l s i t e lease i s 

not committed t o t h e G a l l e g o s Canyon U n i t , t h e OCD can s t i l l 
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a u t h o r i z e p o o l i n g . I don't t h i n k t h e r e ' s any d i s p u t e t h a t a 

p o o l i n g o r d e r may a u t h o r i z e d r i l l i n g on someone e l s e ' s 

l e a s e , on a n o n o p e r a t o r ' s l e a s e . W i t h o u t t h a t , i t would do 

away w i t h t h e OCD's a u t h o r i t y t o p o o l o r t o space w e l l s . I n 

e f f e c t , t h e w e l l s would be spaced and developed based upon 

t h e l e s s o r s and l e s s e e s and t h e i r arrangements, and t h e r e 

would be no s t a t e a u t h o r i t y t o o r d e r t h a t d r i l l i n g . 

P o o l i n g can a l s o occur a f t e r t h e d r i l l i n g o f a 

w e l l . New Mexico's compulsory p o o l i n g s t a t u t e e x p r e s s l y 

p r o v i d e s f o r p o o l i n g a f t e r d r i l l i n g . T h e r e f o r e , t h e f a c t 

t h a t BHP i s coming here a f t e r t h e w e l l s a r e d r i l l e d and not 

completed i s r e a l l y i m m a t e r i a l as l o n g as t h e o t h e r f a c t o r s 

i n v o l v e d i n compulsory p o o l i n g have been shown. Because New 

Mexico e x p r e s s l y -- New Mexico law e x p r e s s l y p r o v i d e s f o r 

p o o l i n g a f t e r d r i l l i n g , a p o o l i n g o r d e r s h o u l d not be a 

p r e r e q u i s i t e t o d r i l l i n g , even though t h i s w e l l i s not on a 

l e a s e s p e c i f i c a l l y owned by BHP. 

Now, BHP has made a good f a i t h e f f o r t t o get Mrs. 

Locke's i n t e r e s t committed t o t h e w e l l . They a t t e m p t e d t o 

buy her i n t e r e s t s . They haven't come t o t e r m s . T h e r e f o r e , 

we b e l i e v e t h e r e q u i s i t e good f a i t h e f f o r t has been made. 

BHP does o p e r a t e a number o f w e l l s i n t h i s area and s h o u l d 

be named t h e o p e r a t o r o f t h e two w e l l s due t o i t s 

e x p e r i e n c e . 

As t o w e l l l o c a t i o n , t h e l o c a t i o n i s p r o p e r 
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because i t c o m p l i e s w i t h F r u i t l a n d c o a l p o o l r u l e s . And 

e s p e c i a l l y w i t h r e s p e c t t o t h e 391 w e l l , BHP's w i t n e s s 

t e s t i f i e d i t w i l l n o t have an adverse e f f e c t on t h e Tycksen 

Number 1 W e l l . And i f t h e OCD t h i n k s t h e r e c o u l d be a 

problem, s t e p s can be t a k e n t o i n s u r e t h a t no damage w i l l be 

done t o t h e Tycksen w e l l . I n f a c t , i n t h e BHP E x h i b i t 

Number 2 I would p o i n t o u t t h a t i n t h e f i r s t l e t t e r f rom Mr. 

T u l l y t o BHP, he s p e c i f i c a l l y r e q u e s t e d t h a t t h e w e l l be 

completed, t h a t t h e 391 w e l l be completed. 

As t o t h e p e n a l t y , as Mr. Carr s t a t e d , t h a t 156 

p e r c e n t p e n a l t y r e s u l t e d f r o m a c o u p l e o f M e r i d i a n f o r c e d 

p o o l i n g cases, I t h i n k one o f t h e f i r s t ones I was i n v o l v e d 

i n . I f r a n k l y d o n ' t r e c a l l how t h e p e n a l t y was d e r i v e d , but 

t h a t p e n a l t y o f 156 p e r c e n t was assessed i n a case where 

M e r i d i a n a d m i t t e d on t h e r e c o r d t h a t 130 o f 131 w e l l s i t 

d r i l l e d were commercial p r o d u c e r s . Now, i f M e r i d i a n can get 

156 p e r c e n t i n t h a t s i t u a t i o n , I t h i n k 156 p e r c e n t i s pr o p e r 

i n t h i s case. 

O v e r a l l , j u s t l o o k i n g a t t h e west h a l f i n 

a b s t r a c t i o n , I don't t h i n k t h e r e ' s any q u e s t i o n t h a t i f BHP 

had come i n , proposed t h e d r i l l i n g o f t h e 390 w e l l i n t h e 

southwest q u a r t e r , came i n t o f o r c e p o o l t h a t s e c t i o n , i t 

c o u l d have done so. As t o t h e e a s t h a l f o f S e c t i o n 23, as 

an i n t e r e s t owner, BHP proposed and d r i l l e d t h a t w e l l 

because t h e west h a l f had been p r o p e r l y d e s i g n a t e d as a 
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standup u n i t , and because t h e r e was no F r u i t l a n d c o a l w e l l 

i n t h e n o r t h h a l f , we a s s e r t t h a t t h e r e ' s no doubt BHP c o u l d 

have sought v o l u n t a r y o r compulsory p o o l i n g o f t h e east h a l f 

b e f o r e OL was commenced, c o u l d have been named o p e r a t o r and 

c o u l d have d r i l l e d t h a t w e l l on a lease owned by ano t h e r 

l e s s e e . 

The q u e s t i o n i s whether d r i l l i n g b e f o r e p o o l i n g 

b a r s BHP fro m l e g a l l y p o o l i n g t h e acreage. Because of t h e 

s t a t u t e s I r e f e r r e d t o and because i t c o m p i l e d w i t h p o o l 

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

-- i t s h o u l d be a l l o w e d t o d e d i c a t e t h e ea s t h a l f t o t h e 

391 w e l l . To do o t h e r w i s e w i l l r e s u l t i n waste. 

I f t h e OCD does n o t a l l o w i t , BHP w i l l s u r e l y 

seek reimbursement from L o u i s e Locke f o r t h e c o s t s o f t h e 

w e l l t h a t i s a l r e a d y d r i l l e d i n t h e n o r t h e a s t q u a r t e r . That 

e f f o r t w i l l be unnecessary i f BHP i s a l l o w e d t o d e d i c a t e t h e 

ea s t h a l f t o t h e 391 w e l l . 

As I s t a t e d b e f o r e , t h e r e r e a l l y was no e f f o r t by 

Mrs. Locke t o de v e l o p her acreage b e f o r e h a n d , and we t h i n k 

i t ' s b o t h t o her b e n e f i t and t o her l e s s o r ' s b e n e f i t t h a t 

her acreage w i l l be developed. Her c o r r e l a t i v e r i g h t s w i l l 

n o t be a d v e r s e l y a f f e c t e d . She w i l l r e c e i v e her p r o r a t a 

share o f p r o d u c t i o n from t h e two w e l l s . And, h o p e f u l l y , 

t h e s e w i l l be good w e l l s , b o t h o f them. And Mrs. Locke w i l l 

be e n t i t l e d t o n ot h a l f , a p p r o x i m a t e l y - - w e l l , depending on 
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t h e o v e r r i d e s i t u a t i o n , r o u g h l y 42 t o 44 p e r c e n t o f 

p r o d u c t i o n f r o m two w e l l s t h a t , based on p a s t h i s t o r y , w i l l 

have p r o d u c t i o n much h i g h e r t h a n t h e c u r r e n t p r o d u c t i o n she 

i s r e c e i v i n g from t h e Tycksen Number 1 W e l l . We do not 

b e l i e v e BHP s h o u l d be p e n a l i z e d f o r d e v e l o p i n g t h e s t a t e ' s 

r e s o u r c e s . 

Thank you. 

HEARING EXAMINER: Thank you, Mr. Bruce. 

Mr. C a r r , I'm go i n g t o deny your m o t i o n t o 

d i s m i s s t h i s case. 

MR. STOVALL: To d i s m i s s o r c o n t i n u e ? 

MR. CARR: To c o n t i n u e i n d e f i n i t e l y ? I guess y o u ' l l 

deny t h a t one too? 

HEARING EXAMINER: That one t o o . I n my o p i n i o n , i t 

appears t h a t BHP does have a r i g h t t o o p e r a t e i n t h i s 

s e c t i o n . T h e r e f o r e , I'm den y i n g whatever your m o t i o n was. 

I s t h e r e a n y t h i n g e l s e t o come b e f o r e t h i s case 

a t t h i s t i m e ? I f n o t t h e n , I'm go i n g t o t a k e case numbers 

10245, 10346, 346 -- 345 and 346 under advisement. I'm 

go i n g t o ask t h a t b o t h o f you submit me a rough d r a f t 

o r d e r . When do you t h i n k you mi g h t have t h a t ? A week or 

two? 

MR. BRUCE: I w i l l have mine by F r i d a y . 

MR. CARR: Mine t o o . 

MR. STOVALL: Mr. Examiner, b e f o r e you c l o s e t h e r e c o r d 
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X I J 

on t h i s , a r e you r e q u e s t i n g a s i n g l e o r d e r i n b o t h cases 

or — 

HEARING EXAMINER: Whatever you f e e l i s a p p r o p r i a t e . 

MR. STOVALL: Give you t h e c h o i c e . 

MR. CARR: W e ' l l do i t . 

HEARING EXAMINER: I ' l l t a k e these two cases under 

advisement a t t h i s t i m e . 

H e a r i n g a d j o u r n e d . 

(The f o r e g o i n g h e a r i n g was a d j o u r n e d a t t h e 

appro x i m a t e hour o f 4:35 p.m.) 
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STATE OF NEW MEXICO ) 

COUNTY OF SANTA FE ) 

I , FREDA DONICA, RPR, a C e r t i f i e d Court R e p o r t e r , DO 

HEREBY CERTIFY t h a t I s t e n o g r a p h i c a l 1 y r e p o r t e d these 

p r o c e e d i n g s b e f o r e t h e O i l C o n s e r v a t i o n D i v i s i o n ; and t h a t 

t h e f o r e g o i n g i s a t r u e , complete and a c c u r a t e t r a n s c r i p t o f 

t h e p r o c e e d i n g s o f s a i d h e a r i n g as appears f r o m my 

s t e n o g r a p h i c notes so t a k e n and t r a n s c r i b e d under my 

p e r s o n a l s u p e r v i s i o n . 

I FURTHER CERTIFY t h a t I am n o t r e l a t e d t o nor employed 

by any o f t h e p a r t i e s h e r e t o , and have no i n t e r e s t i n t h e 

outcome h e r e o f . 

DATED a t Santa Fe, New Mexico, t h i s 1 6 th day o f 

September, 1991. 

Freda Donica 
C e r t i f i e d Court R e p o r t e r 
CCR No. 417 

that the for 

.»Examlaef 
Oil Conservatiorft>ivisioQ 
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