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MR. STOGNER: H e a r i n g w i l l come t o o r d e r . 

D o c k e t number 2 5 - 9 1 , t o d a y ' s d a t e September 5, 

1991. I'm M i c h a e l S t o g n e r , a p p o i n t e d h e a r i n g 

c o m m i s s i o n e r f o r t o d a y ' s c a s e s . W e ' l l c a l l f i r s t 

case 10380. 

MR. STOVALL: A p p l i c a t i o n o f A n s c h u t z 

C o r p o r a t i o n f o r c o m p u l s o r y p o o l i n g , Lea C o u n t y , New 

Mexi co. 

MR. STOGNER: C a l l f o r a p p e a r a n c e s . 

MISS AUBREY: Karen Ann Aubrey w i t h K e l l a h i n , 

K e l l a h i n & Aubrey a p p e a r i n g f o r t h e a p p l i c a n t . I 

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

MR. STOGNER: Are t h e r e any o t h e r a p p e a r a n c e s 

i n t h i s m a t t e r ? 

(No r e s p o n s e ) 

MR. STOGNER: W i l l t h e w i t n e s s p l e a s e s t a n d 

and be sworn a t t h i s t i m e ? 

( A t w h i c h t i m e P h i l M. W h i t s i t t and P a u l 

Marko were d u l y sworn.) 

MR. STOGNER: Thank y o u , Miss A u b r e y . You may 

c o n t i n u e . 

MISS AUBREY: Thank y o u . 

PHIL M. WHITSITT, 

t h e W i t n e s s h e r e i n , b e i n g p r e v i o u s l y s w o r n , was 

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

BY MISS AUBREY: 

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. P h i l W h i t s i t t . 

Q. Mr. W h i t s i t t , have you t e s t i f i e d p r e v i o u s l y 

b e f o r e t h e 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 ? 

A. I have n o t . 

Q. Would you revi e w your p r o f e s s i o n a l degrees 

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

Examiner? 

A. I have a BBA degree. I e n t e r e d t h e 

business i n 1964; i t would been 27 years e x p e r i e n c e 

as p e t r o l e u m landman. 

Q. Who are you employed by now? 

A. The Anschutz C o r p o r a t i o n . 

Q. And how lo n g have you been employed by 

Anschutz ? 

A. A p p r o x i m a t e l y f o u r y e a r s . 

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 and 

the r e l i e f t h a t Anschutz C o r p o r a t i o n seeks today? 

A. Yes, I am. 

MISS AUBREY: Mr. Stogner, I t e n d e r 

Mr. W h i t s i t t as an e x p e r t i n pet r o l e u m l a n d t i t l e s . 

MR. STOGNER: Mr. W h i t s i t t i s so q u a l i f i e d . 
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Q. (By Miss A u b r e y ) Mr. W h i t s i t t , w o u l d you 

r e f e r t o y o u r E x h i b i t Number 2, p l e a s e ; e x h i b i t 

Number 1 b e i n g t h e c e r t i f i c a t e o f m a i l i n g and 

c o m p l i a n c e w i t h c o m m i s s i o n e r o r d e r on n o t i c e . T h i s 

i s a l a n d p l a t . Would you e x p l a i n f o r t h e Examiner 

what t h i s p l a t shows? 

A. I t shows t h e l o c a t i o n o f o u r p r o p o s e d 

12,000 f o o t D e v o n i a n t e s t i n t h e n o r t h e a s t q u a r t e r 

o f t h e s o u t h w e s t q u a r t e r o f S e c t i o n 18. 

Q. And t h a t ' s shown by t h e or a n g e d o t on t h e 

map ? 

A. And i t shows t h e p r o p o s e d p r o r a t i o n u n i t 

c o n s i s t i n g o f t h e e a s t 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 . 

Q. Would you r e f e r now t o E x h i b i t Number 3? 

A. T h i s i s a l i s t o f t h e w o r k i n g i n t e r e s t 

o w n e r s h i p o f t h e e a s t h a l f w e s t h a l f S e c t i o n 18. I t 

shows A r c o O i l and Gas Company w i t h a u n l e a s e d 

m i n e r a l i n t e r e s t c o v e r i n g an u n d i v i d e d 50 p e r c e n t 

i n t e r e s t i n t h e 8 0 - a c r e t r a c t . Enron O i l and Gas 

Company w i t h 24.09 p e r c e n t l e a s e h o l d i n t e r e s t and a 

19.57 p e r c e n t n e t r e v e n u e i n t e r e s t . The A n s c h u t z 

C o r p o r a t i o n w i t h 17.12 p e r c e n t l e a s e h o l d i n t e r e s t , 

and a 12.84 p e r c e n t n e t r e v e n u e i n t e r e s t . S o u t h l a n d 

R o y a l t y Company w i t h a 7.75 p e r c e n t u n l e a s e d m i n e r a l 
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i n t e r e s t and a 7.75 pe r c e n t net revenue i n t e r e s t 

S t a n f o r d C l i n t o n J r . w i t h a 1.04 p e r c e n t w o r k i n g 

i n t e r e s t . I t ' s an unleased m i n e r a l i n t e r e s t , and 

1.04 net revenue i n t e r e s t . 

Q. Of these w o r k i n g i n t e r e s t owners, which 

ones does Anschutz seek t o poo l today? 

A. Enron O i l and Gas Company and S t a n f o r d 

C l i n t o n J r . 

Q. I s t h e r e a d i s p u t e about t h e amount of t h e 

Enron i n t e r e s t i n t h i s 80-acre p r o r a t i o n u n i t ? 

A. There i s a q u e s t i o n about i t . Our t i t l e 

o p i n i o n r e f l e c t s them as owning a 24.09 p e r c e n t 

i n t e r e s t . T h e i r r e c o r d s r e f l e c t a p p r o x i m a t e l y 

30 p e r c e n t i n t e r e s t . 

Q. Do you know what t h a t d i f f e r e n c e i s 

a t t r i b u t a b l e to? 

A. This i s p r o b a b l y due t o a lease t h a t we 

have a c q u i r e d p r e v i o u s l y owned by Enron t h a t covers 

th e 6.25 p e r c e n t i n t e r e s t . T h e i r lease e x p i r e d from 

nondevelopment. We suspect t h a t r e c o r d s j u s t 

haven't been updated t o r e f l e c t t h i s . 

Q. And does Anschutz seek t o poo l whatever t h e 

Enron i n t e r e s t i n t h i s u n i t i s ? 

A. Yes. 

Q. Have you -- as a p r o f e s s i o n a l landman, have 
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you had c o n t a c t w i t h Enron and w i t h S t a n f o r d C l i n t o n 

J r . i n c o n n e c t i o n w i t h t h e f o r m a t i o n o f a v o l u n t a r y 

u n i t i n t h i s a r ea? 

A. Yes, we have. We o r i g i n a l l y c o n t a c t e d 

Enron i n O c t o b e r o f 1989, and we've s u b s e q u e n t l y 

c o n t a c t e d them w i t h numerous l e t t e r s , t e l e p h o n e 

c o n v e r s a t i o n s , p r o p o s a l s , and t h u s f a r have n o t 

r e c e i v e d any commitment f r o m them. 

Q. And does y o u r E x h i b i t Number 4 r e f l e c t t h e 

c o p i e s o f t h e c o r r e s p o n d e n c e t h a t you've had w i t h 

Enron O i l and Gas Company i n c o n n e c t i o n w i t h t h e 

f o r m i n g o f t h i s v o l u n t a r y u n i t ? 

A. Yes, i t does. 

Q. E x h i b i t Number 5 i s a l e t t e r o f S t a n f o r d 

C l i n t o n J r . Does t h a t r e f l e c t t h e w r i t t e n 

c o r r e s p o n d e n c e you've had w i t h Mr. C l i n t o n a b o u t 

d e d i c a t i n g h i s i n t e r e s t t o t h i s u n i t ? 

A. Yes, i t does. 

Q. Have you a l s o had t e l e p h o n e c o n v e r s a t i o n s 

w i t h S t a n f o r d C l i n t o n J r . ? 

A. I have. 

Q. What have y o u r c o n v e r s a t i o n s been w i t h him 

w i t h r e g a r d t o t h e p o s s i b i l i t y o f t h e A n s c h u t z 

C o r p o r a t i o n f i l i n g a p o o l i n g case? 

A. Mr. C l i n t o n had s t a t e d t h a t he does d e s i r e 
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t o be f o r c e pooled. 

Q. Did you d i s c u s s the p o s s i b i l i t y of t h e 

i m p o s i t i o n of a r i s k f a c t o r p e n a l t y w i t h 

Mr. C l i n t o n ? 

A. I d i d . I n f a c t , he o r i g i n a l l y s a i d t h a t he 

t o l d me t h a t he understood the p e n a l t y t o be 300 

p e r c e n t , and t h a t was what he wanted t o do was t o be 

f o r c e d p o o l . We o r i g i n a l l y o f f e r e d t o lease h i s 

i n t e r e s t , he d i d not want t o l e a s e . We extended t o 

him t h e o p p o r t u n i t y t o p a r t i c i p a t e , he d i d n ' t want 

t o p a r t i c i p a t e . He s a i d he p r e f e r r e d t o be f o r c e d 

pooled w i t h a 300 per c e n t p e n a l t y . 

Q. Have you sent both Enron and Mr. C l i n t o n an 

AFE f o r t h e proposed w e l l ? 

A. We have. 

Q. Let me ask you about Southland R o y a l t y f o r 

a minute. How does the Anschutz C o r p o r a t i o n h o l d 

th e Southland R o y a l t y i n t e r e s t ? 

A. We have t h a t under a farm out agreement. 

Q. And i s t h e r e an upcoming e x p i r a t i o n date on 

t h a t farm out? 

A. There i s . There's a November 16, 1991, spud 

o b l i g a t i o n . This farm out agreement i s approaching 

a year o l d , i t ' s been extended numerous t i m e s , and 

we're apprehensive about being able t o extend i t 

HUNNICUTT REPORTING 
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a g a i n . 

Q. The n e x t e x h i b i t i s number 6, w h i c h i s an 

o p e r a t i n g a greement. Has t h i s o p e r a t i n g a g r e ement 

been s u b m i t t e d t o Arco under t h e t e r m s o f y o u r 

l e t t e r agreement? 

A. T h i s o p e r a t i n g agreement i s an a t t a c h m e n t 

t o o u r A r c o l e t t e r a greement. 

Q. And have Mr. C l i n t o n and Enron been 

s u p p l i e d w i t h t h e same o p e r a t i n g agreement? 

A . Yes . 

Q. L e t me have you r e f e r t o t h e o p e r a t i n g 

a g r e e m e n t . I n t h a t document, you and A r c o have come 

t o an agreement on t h e amount o f o v e r h e a d c o s t s w i t h 

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

A. T h a t i s c o r r e c t . 

Q. What page i s t h a t on? 

A. T h a t i s page f o u r o f E x h i b i t C. 

Q. And what a r e t h o s e amounts? 

A. A d r i l l i n g w e l l r a t e o f $5,850, and 

p r o d u c i n g w e l l r a t e o f $585. 

Q. The A n s c h u t z C o r p o r a t i o n seeks t o be named 

as o p e r a t o r o f t h i s w e l l ; i s t h a t c o r r e c t ? 

A. T h a t i s c o r r e c t . 

Q. And i n y o u r p r o f e s s i o n a l o p i n i o n , a r e t h e 

o v e r h e a d r a t e s , w e l l d r i l l i n g and p r o d u c i n g , i n l i n e 

HUNNICUTT REPORTING 
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w i t h r a t e s charged by o t h e r o p e r a t o r s i n t h e f i e l d ? 

A. Yes, they a r e . 

Q. And has Arco executed t h i s o p e r a t i n g 

agreement? 

A. Arco has not executed the o p e r a t i n g 

agreement. They've executed t h e l e t t e r agreement, 

which i s a t t a c h e d , and they have agreed t o t h e 

o p e r a t i n g agreement. 

Q. Okay. Let me r e f e r you now t o E x h i b i t 

Number 7, Mr. W h i t s i t t , which i s an AFE f o r t h e 

w e l l . Are you f a m i l i a r w i t h t h a t , s i r ? 

A. Yes, I am. 

Q. And i n your o p i n i o n , i s t h a t a f a i r and 

reasonable AFE f o r a w e l l t o be completed a t 12,000 

f e e t ? 

A. That i s a f a i r and reasonable AFE. 

Q. This AFE has been p r o v i d e d t o C l i n t o n and 

t o Enron; i s t h a t r i g h t ? 

A. Yes . 

Q. I t has a l s o been p r o v i d e d t o Arco? 

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

Q. Mr. W i t s i t t , , were E x h i b i t s 2 and 3 e i t h e r 

p repared by you or prepared under your d i r e c t i o n ? 

A. Yes, they were. 

Q. And i n your o p i n i o n , w i l l g r a n t i n g t h e 
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Anschutz C o r p o r a t i o n ' s a p p l i c a t i o n f o r compulsory 

p o o l i n g p r o t e c t c o r r e l a t i v e r i g h t s , p r e v e n t waste 

and promote c o n s e r v a t i o n ? 

A. Yes, they w i l l . 

MISS AUBREY: Mr. Examiner, t h a t ' s a l l t h a t we 

have of Mr. W h i t s i t t a t t h i s t i m e . 

MR. STOGNER: Thank you, Miss Aubrey. 

EXAMINATION 

BY MR. STOGNER: Mr. W h i t s i t t , r e f e r r i n g t o your 

o p e r a t i n g agreement, page f o u r , showing an overhead 

charge. How are the two f i g u r e s d e r i v e d ? 

A. They were a c t u a l l y suggested by Arco O i l 

and Gas. Arco prepared t h e o p e r a t i n g agreement and 

f u r n i s h e d i t t o us a t t a c h e d t o our l e t t e r agreement. 

Those overhead r a t e s were suggested by Arco. 

Q. Does Anschutz operate some o t h e r w e l l s 

w i t h i n t h i s p o o l or f i e l d area? 

A. We do n o t . 

Q. Has Anschutz been an i n t e r e s t owner i n any 

p r o p e r t i e s out t h e r e where somebody e l s e has been an 

op e r a t o r ? 

A. We have n o t . 

Q. I s t h i s your f i r s t v e n t u r e i n t h i s area? 

A. F i r s t v e n t u r e i n t h i s area. We have 

d r i l l e d p r e v i o u s l y i n New Mexico. 
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Q. How do t h e s e r a t e s i n t h e A n s c h u t z 

C o r p o r a t i o n o v e r a l l , t h r o u g h o u t t h e c o u n t r y , how do 

t h e y s t a n d up t o some o f t h e o t h e r s t h a t you have 

seen f o r w e l l s o f t h i s s i m i l a r d e p t h ? 

A. They a r e i n t h e b a l l p a r k . 

Q. Are you f a m i l i a r w i t h t h e E r n s t Young 

o v e r h e a d ? 

A. Yes, I am. I b e l i e v e t h a t t h i s i s 

a p p r o x i m a t e l y t h e same i n t e r e s t shown f o r t h a t d e p t h 

w e l l i n t h e E r n e s t Young s u r v e y . 

Q. And as I u n d e r s t a n d i t , I'm r e f e r r i n g now 

t o E x h i b i t Number 3, Ar c o has a s s i g n e d a l e t t e r o f 

i n t e n t e s s e n t i a l l y ? 

A. T h a t ' s c o r r e c t . W e l l , i t ' s n o t a l e t t e r o f 

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

p a r t i c i p a t e o r f a r m o u t t o us i n t h i s w e l l s u b j e c t 

t o r e v i e w i n g some c o n f i d e n t i a l i n f o r m a t i o n t h a t 

A n s c h u t z p o s s e s s e s . 

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

h e a r i n g t o d a y ? 

A. No, t h e y ' r e n o t . 

Q. Okay. And S o u t h l a n d R o y a l t y has s i g n e d a 

f a r m o u t ? 

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

Q. When d i d A n s c h u t z f i r s t c o n t a c t Mr. C l i n t o n 
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about o b t a i n i n g h i s i n t e r e s t ? 

A. Let ' s see the e x h i b i t . W e l l , i t ' s a l e t t e r 

date June 3, 1991. I had t a l k e d w i t h Mr. C l i n t o n 

p r e v i o u s t o t h a t ; o f f e r e d t o buy an o i l and gas 

lease from him. He t o l d me he d i d not want t o 

le a s e . I suggested he might want t o p a r t i c i p a t e i n 

the w e l l , he d i d not want t o p a r t i c i p a t e . I t o l d 

him I would go ahead and send him an o i l and gas 

lease f o r h i s c o n s i d e r a t i o n . This l e t t e r covered 

t h a t o i l and gas lea s e . We -- I'm s o r r y -- t h i s i s 

not t h e r i g h t l e t t e r . The August -- t h a t ' s r i g h t . 

June 3, 1991 was the f i r s t l e t t e r . The second 

l e t t e r , August 14, 1991, I sent him the o p e r a t i n g 

agreement and AFE, and l a t e r t a l k e d t o him on August 

t h e 2 8 t h , and he s a i d , " I s t i l l p r e f e r t o be f o r c e 

p o o l e d . " 

Q. I n your t e s t i m o n y i t sounds l i k e 

Mr. C l i n t o n was aware of the procedures; was a 

p r a c t i c i n g o i l and gas man? 

A. He seemed t o be w e l l aware of them. I 

b e l i e v e t h a t he has been f o r c e d pooled i n t h e p a s t , 

and seemed t o t h i n k i t was a p r e t t y good program. 

He l i k e s your way of doing business 

MR. STOGNER: I have no o t h e r q u e s t i o n s of 

Mr. W h i t s i t t a t t h i s t i m e . Are t h e r e any o t h e r 
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q u e s t i o n s o f t h i s w i t n e s s ? 

MISS AUBREY: I have no q u e s t i o n s . 

MR. STOGNER: Mr. W h i t s i t t , you may be 

ex c u s e d . 

MR. STOVALL: D i d we a c t u a l l y a d m i t t h e 

e x h i b i t s ? 

MISS AUBREY: I ' l l move 2 and 3. 

MR. STOGNER: A t t h i s t i m e 2 and 7 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 . 

( A n s c h u t z E x h i b i t s 2 and 7 were 

a d m i t t e d i n e v i d e n c e . ) 

MR. STOGNER: Miss A u b r e y , b e f o r e I f o r g e t , on 

E x h i b i t 1, w o u l d you p r o v i d e a copy o f n o t i c e w h i c h 

you used? We o n l y have t h e c a r d s . I ' d l i k e a copy 

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

MISS AUBREY: C e r t a i n l y . 

MR. STOGNER: And t h a t w i l l be a s u p p l e m e n t t o 

Number 1, c o r r e c t ? 

PAUL MARKO 

t h e W i t n e s s h e r e i n , b e i n g p r e v i o u s l y s w o r n , was 

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

DIRECT EXAMINATION 

BY MISS AUBREY: 

A. Would you s t a t e y o u r name, p l e a s e ? 

A. P a u l Marko. 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

15 

Q. Mr. Marko, how are you employed? 

A. As a pe t r o l e u m g e o l o g i s t w i t h t h e Anschutz 

C o r p o r a t i o n . I've been employed t h e r e a p p r o x i m a t e l y 

s i x years as of l a s t month. 

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

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 ? 

A. No, I haven't. 

Q. Would you review your p r o f e s s i o n a l degrees 

and your p r o f e s s i o n a l e xperience -- work e x p e r i e n c e 

-- f o r the Examiner, please? 

A. I have an MS i n geology i n 1965. I've been 

employed as a pet r o l e u m g e o l o g i s t f o r 25 y e a r s , 

s i n c e 1966. 

Q. And you've worked f o r Anschutz? 

A. For s i x y e a r s . 

Q. I s the area which i s the s u b j e c t of today's 

a p p l i c a t i o n w i t h i n your area of c o n t r o l a t Anschutz? 

A. Yes, i t i s . 

Q. Are you f a m i l i a r w i t h Anschutz's 

a p p l i c a t i o n as f i l e d i n t h i s m a t t e r ? 

A. Yes, I am. 

MISS AUBREY: Mr. Stogner, I t e n d e r Mr. Marko 

as an e x p e r t p e t r o l e u m g e o l o g i s t . 

MR. STOGNER: Mr. Marko i s so q u a l i f i e d . 

Q. (By Miss Aubrey) Mr. Marko, you've prepared 
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t h r e e e x h i b i t s f o r c o n s i d e r a t i o n by the examiner 

today; i s t h a t c o r r e c t ? 

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

Q. Which bears E x h i b i t s Number 8, 9 and 10. 

Would you r e f e r f i r s t t o E x h i b i t Number 8, which i s 

a s t r u c t u r e map, and di s c u s s the importance of 

s t r u c t u r e i n p r o d u c t i o n i n the Devonian f i e l d i n 

t h i s area? 

A. We have a proposed l o c a t i o n here, as noted 

i n S e c t i o n 7, the n o r t h e a s t q u a r t e r of t h e southwest 

q u a r t e r of S e c t i o n 18, which i s a development t h a t 

w i l l be an e x t e n s i o n , the development w i l l , which 

extend t h e f i e l d l i m i t s t o t he east one l o c a t i o n , 

and t h i s i s a s t r u c t u r a l -- t h i s i s a s t r u c t u r a l 

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

Q. I s t h e r e o t h e r p r o d u c t i o n i n the Devonian 

east of your proposed l o c a t i o n i n t h i s area? 

A. There i s no p r o d u c t i o n w i t h i n s e v e r a l 

m i l e s . 

Q. Okay. Your map shows o t h e r w e l l s p r o d u c i n g 

from t h e Devonian; i s t h a t c o r r e c t ? 

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

Q. Are a l l the w e l l s t h a t are s p o t t e d on 

E x h i b i t 8, i n f a c t , Devonian producers? 

A. They are a l l Devonian p r o d u c i n g or plugged. 
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Q. So the development i n t h i s area has been t o 

the west of your l o c a t i o n ; i s t h a t c o r r e c t ? 

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

Q. Okay. I n your o p i n i o n , Mr. Marco, i s 

s t r u c t u r e c o n t r o l l i n g i n the Devonian? 

A. Yes. 

Q. W i l l your proposed l o c a t i o n be h i g h e r or 

lower than t h e o t h e r producers t h a t you've shown on 

the map? 

A. We have i t shown as p o s s i b l y 100 f e e t low, 

but t o the ne a r e s t producer d i r e c t l y o f f s e t t o t he 

west, but h o p e f u l l y some 100 f e e t above t h e low 

approved o i l . 

Q. Okay. What i s the depth of the low 

approved o i l i n t h i s area? 

A. We have i t e s t i m a t e d a t a subsea of 8520. 

Q. And i s t h a t based on p r o d u c t i o n from o t h e r 

w e i I s ? 

A. That would be based on the p e r f o r a t i o n s i n 

o t h e r w e l l s i n the f i e l d . 

Q. Anschutz does not operate any of t h e o t h e r 

w e l l s i n the f i e l d ; i s t h a t c o r r e c t ? 

A. No, they don't. 

Q. Have you reviewed p r o d u c i n g data l o g s f o r 

the o t h e r w e l l s i n t h i s f i e l d i n or d e r t o c r e a t e 
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your e x h i b i t s ? 

A. Yes . 

Q. Do you have an o p i n i o n , Mr. Marco, as t o 

whether or not i n t h i s area t h e o i l r e s e r v e s v a r y 

w i d e l y from l o c a t i o n t o l o c a t i o n ? 

A. I t h i n k t h a t i s shown on our E x h i b i t 

Number 10. The answer t o the q u e s t i o n i s yes. The 

E x h i b i t Number 10 shows t h e p r o d u c t i o n c u r r e n t t o --

or t h r o u g h December of 1990, and we w i l l be 

o f f s e t t i n g a w e l l t h a t has produced 388,000 

b a r r e l s . The w e l l d i r e c t l y o f f s e t t o t he south of 

t h a t w e l l has produced 88,000 b a r r e l s . The w e l l 

d i r e c t l y n o r t h of t h a t w e l l has produced 99,000 

b a r r e l s . So t h e r e ' s a f o u r - t o - o n e v a r i a n c e , a t 

l e a s t i n t h a t immediate l o c a t i o n . 

Q. And i n l o o k i n g a t E x h i b i t Number 10 i n the 

so u t h e a s t of the southeast of 13, t h e r e are two 

pr o d u c i n g w e l l s ? 

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

Q. Can you draw any c o n c l u s i o n s about t h e 

re s e r v e s t h a t have been produced by those two w e l l s 

g i v e n t h e i r c o m p l e t i o n dates? 

A. That's about a t h r e e t o one d i f f e r e n c e t o o . 

The w e l l i n the extreme s o u t h , or the s o u t h e a s t of 

the s o u t h e a s t of 13 has produced 1.3 m i l l i o n 
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b a r r e l s , and the w e l l d i r e c t l y o f f s e t t o the west 

has produced 458,000 b a r r e l s . Both good w e l l s , but 

c e r t a i n l y a d i f f e r e n c e i n the r e c o v e r y f o r 

a p p r o x i m a t e l y t he same date of c o m p l e t i o n . 

Q. What e s t i m a t e i s b e i n g used by Anschutz 

C o r p o r a t i o n as an average number of b a r r e l s of o i l 

t h a t t h i s proposed w e l l w i l l produce? 

A. 300,000 b a r r e l s . 

Q. Are you b a s i n g t h a t on an average of 

p r o d u c t i o n i n the area? 

A. That i s a p p r o x i m a t e l y t he average of t h e 

f i e l d ; average per w e l l f o r the f i e l d . 

Q. Let me have you r e f e r now t o E x h i b i t 

Number 9. Can you review t h a t e x h i b i t f o r t h e 

Examiner and t e l l me how i t was created? 

A. That i s an isopach of the net pay. I w i l l 

say i t i s more of a gross pay, I e x p e c t , but i t ' s 

based on the s t r u c t u r a l t o p of the Devonian 

r e s e r v o i r t o the depth of the low approved o i l a t 

8520, so i t ' s an isopach of t o t a l i n t e r v a l from low 

approved o i l t o the t o p of the r e s e r v o i r . 

Q. And based on your g e o l o g i c a l e v a l u a t i o n of 

t h i s p r o s p e c t , what i s the r i s k p e n a l t y f a c t o r t h a t 

you're a s k i n g t h e D i v i s i o n t o impose i n t h i s case? 

A. 300 p e r c e n t . 
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Q. I n your o p i n i o n , can you s o r t of summarize 

f o r t he examiner how your g e o l o g i c a l c o n c l u s i o n s 

j u s t i f y t h e i m p o s i t i o n of t h a t r i s k p e n a l t y f a c t o r ? 

A. W e l l , Number one, I t h i n k i t ' s an e x t e n s i o n 

w e l l . We w i l l be d r i l l i n g and e x t e n d i n g . I f 

s u c c e s s f u l , we w i l l be e x t e n d i n g t h e f i e l d p r o b a b l y 

t o t h e f a r t h e s t l o c a t i o n . I t w i l l be t he f a r t h e s t 

l o c a t i o n east of the pre s e n t f i e l d . We are goi n g --

i t ' s a s t r u c t u r a l p r o s p e c t . We are going o f f 

s t r u c t u r e , and we hope t o have a t l e a s t 50 f e e t of 

i n t e r v a l i n t he w e l l , but we are -- i t ' s j u s t t h e 

r i s k on a f i e l d e x t e n s i o n . 

Q. Mr. Marko, have you -- we e a r l i e r 

i n t r o d u c e d E x h i b i t 7, which i s the AFE f o r t h i s 

w e l l . Have you reviewed t h a t , s i r ? 

A. Yes. 

Q. And i n your o p i n i o n , i s t h a t a f a i r and 

reasonable AFE f o r a 12,000-foot Devonian w e l l ? 

A. I t h i n k i t ' s c u r r e n t as p r o b a b l y t h e midd l e 

of August of t h i s year. I t h i n k t h a t ' s a good 

number. 

Q. And do you b e l i e v e t h a t i s a f a i r p r i c e t o 

charge t h e o t h e r w o r k i n g i n t e r e s t owners f o r 

c o m p l e t i o n of t h i s w e l l ? 

A. I b e l i e v e so. 
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Q. Okay. Do have you any o t h e r comments you'd 

l i k e t o make about E x h i b i t s 8, 9 and 10 t h i s 

morning? 

A. I don't b e l i e v e so. 

MISS AUBREY: Mr. Examiner, I o f f e r 

E x h i b i t s 8, 9 and 10. 

MR. STOGNER: E x h i b i t s 8, 9 and 10 w i l l be 

a d m i t t e d i n t o evidence a t t h i s t i m e . 

(Anschutz E x h i b i t s 8, 9 and 10 

were a d m i t t e d i n evidence.) 

Q. (By Miss Aubrey) Mr. Marko, w i l l g r a n t i n g 

the Anschutz's a p p l i c a t i o n i n t h i s m a t t e r p r o t e c t 

c o r r e l a t i v e r i g h t s , p r e v e n t waste, and promote 

c o n s e r v a t i o n ? 

A. Yes, I b e l i e v e so. 

MISS AUBREY: I have no more q u e s t i o n s a t t h i s 

t i m e . 

EXAMINATION 

BY MR. STOGNER: 

Q. Mr. Marko, l e t me make sure I have what you 

propose f o r your r i s k p e n a l t y f a c t o r . You s a i d 300 

percent? 

A. Uh-huh. 

Q. Are you pr o p o s i n g a pay back p l u s 200 

pe r c e n t when you d e s c r i b e t h a t as bei n g 300 perc e n t ? 
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A. Yes. The r e c o v e r y c o s t o f t h e 100 p e r c e n t 

p l u s a 200 p e r c e n t p e n a l t y . 

Q. Okay. So t h a t w o u l d -- p u r s u a n t t o o u r 

s t a t u t e -- t h e way i t i s d e s c r i b e d i n i t s w o r d i n g i n 

t h e r e i s pay back p l u s 200 p e r c e n t ? 

A. I b e l i e v e t h a t ' s c o r r e c t , y e s . 

MR. STOGNER: I d o n ' t have any q u e s t i o n s . 

MR. STOVALL: I go t e c h n i c a l on t h i s one. 

DIRECT EXAMINATION 

BY MR. STOVALL: 

Q. A l o t o f De v o n i a n f o r m a t i o n s i n t h e i r a r e a 

o r w a t e r d r i v e ; i s t h i s one? 

A. We b e l i e v e i t i s . 

Q. Do you have any i d e a what t h e o i l - w a t e r 

c o n t a c t i s a t t h i s p o i n t ? I s t h a t 8520 what y o u ' r e 

u s i n g ? 

A. The 8520 i s t h e low a p p r o v e d o i l on 

p e r f o r a t i o n . B o t h w e l l s came i n maki n g b o t h o i l and 

w a t e r , and p e r f o r a t e d a t t h e v a r i o u s d e p t h s . I t was 

v e r y d i f f i c u l t t o come up w i t h s o m e t h i n g we f e l t 

c o m f o r t a b l e w i t h as an o i l - w a t e r c o n t a c t . I t was 

j u s t based a t -- t h e p e r f o r a t i o n s used i n t h i s 

were -- t h e w e l l s used made b o t h o i l and w a t e r , and 

i t was j u s t t h e l o w e s t p e r f o r a t i o n s made by w e l l , 

t h e l o w e s t d e p t h u s e d , t h e l o w e s t p e r f o r a t i o n 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

23 

o p e r a t i o n i s the best I can e x p l a i n . 

Q. What you're s a y i n g , you r e a l l y haven't 

e s t a b l i s h e d a c l e a r o i l - w a t e r c o n t a c t a t t h i s p o i n t ? 

A. I don't f e e l c o m f o r t a b l e w i t h an o i l - w a t e r 

c o n t a c t i n t h i s f i e l d as a set f i x e d number. 

Q. I s t h i s l a k e a l o t of Devonian f o r m a t i o n ? 

I t would appear t h a t you've got a couple m i l l i o n 

b a r r e l w e l l s on t o p of s t r u c t u r e . Are th e y d r a i n i n g 

the r e s e r v o i r s , t h e o r e t i c a l l y ? 

A. There's a l s o a v e r y good w e l l , which i s one 

of t h e v e r y l o w e s t w e l l s . I t o n l y has 30 net f e e t 

of pay above -- and t h a t i s the w e l l we've mentioned 

i n t h e so u t h e a s t q u a r t e r of S e c t i o n 13. I t i s one 

of t h e b e t t e r w e l l s i n the f i e l d . I t made 1.3 

m i l l i o n b a r r e l s , and i t i s one of the s t r u c t u r a l l y 

l o w e s t . I t ' s t h e Hamon Number 2. 

Q. Any concern t h a t t h e r e may have been some 

dr a i n a g e o f f of your proposed l o c a t i o n . That o i l 

may have been produced i n p a r t , a t l e a s t ? 

A. P o s s i b l y we're hoping, because i t i s an --

excuse me -- a water d r i v e r e s e r v o i r , t h a t we can 

s t i l l r e c o v e r our e s t i m a t e d 300,000 b a r r e l s because 

t h i s f i e l d has had a range of development — i t was 

developed i n the e a r l y '50s and '60s, and then 

development c o n t i n u e d . I n f a c t , t h e r e ' s some w e l l s 
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t h a t have been c o m p l e t e d as r e c e n t l y as 1986 and 

1989, and t h e y came o u t p r e t t y s t r o n g . The l a s t 

w e l l was c o m p l e t e d i n 1989; p o t e n t i a l f o r 270 

f l o w i n g , 270 b a r r e l s a day. T h a t w e l l i s l o c a t e d i n 

S e c t i o n 13 i n t h e n o r t h w e s t o f t h e s o u t h e a s t 

q u a r t e r , r i g h t u n d e r t h e -- r i g h t above t h e word 

H o l l o w a y t h e r e . 

MR. STOVALL: I d o n ' t have any o t h e r 

q u e s t i o n s . 

MR. STOGNER: Are t h e r e any o t h e r q u e s t i o n s o f 

Mr. Marko? 

MISS AUBREY: I have no o t h e r q u e s t i o n s . 

MR. STOGNER: Mr. Marko, you may be e x c u s e d . 

You have a n y t h i n g f u r t h e r , M i ss Aubrey? 

MISS AUBREY: N o t h i n g f u r t h e r . 

MR. STOGNER: Does anybody e l s e have a n y t h i n g 

f u r t h e r i n Case Number 10380? I f n o t , t h i s case 

w i l l be t a k e n u n d e r a d v i s e m e n t . 

(The f o r e g o i n g case was c o n c l u d e d a t t h e 

a p p r o x i m a t e h o u r o f 9:00 a.m.) 

the Examine- ^ . 
heard 

•Examiner 

Oil CotvTei-vcuioa Division 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

25 

STATE OF NEW MEXICO 
s s . 

COUNTY OF BERNALILLO 

REPORTER'S CERTIFICATE 

BE IT KNOWN t h a t the f o r e g o i n g t r a n s c r i p t of 

the proceedings were taken by me, t h a t I was then 

and t h e r e a C e r t i f i e d Shorthand Reporter and Notary 

P u b l i c i n and f o r t h e County of B e r n a l i l l o , S t a t e 

of New Mexico, and by v i r t u e t h e r e o f , a u t h o r i z e d t o 

a d m i n i s t e r an o a t h ; t h a t the w i t n e s s b e f o r e 

t e s t i f y i n g was d u l y sworn t o t e s t i f y t o t h e 

whole t r u t h and n o t h i n g but the t r u t h ; t h a t t h e 

q u e s t i o n s propounded by counsel and the answers of 

the w i t n e s s t h e r e t o were taken down by me, and t h a t 

t h e f o r e g o i n g pages of t y p e w r i t t e n m a t t e r c o n t a i n a 

t r u e and a c c u r a t e t r a n s c r i p t as requ e s t e d by counsel 

of t h e proceedings and t e s t i m o n y had and adduced 

upon t h e t a k i n g of s a i d d e p o s i t i o n , a l l t o the best 

of my s k i l l and a b i l i t y . 

nor employed by any of the 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 he outcome h e r e o f . 

DATED a t B e r n a l i l l o , New Mexico, t h i s day 

November 14, 1991. \ s » L i 

I FURTHER CERTIFY t h a t I am not r e l a t e d t o 

My commission e x p i r e s 
A p r i l 24, 1994 CCR No. 3008 

Notary P u b l i c 
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