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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING ) 
CALLED BY THE OIL CONSERVATION ) 
DIVISION FOR THE PURPOSE OF ) 

CONSIDERING: ) CASE NO.. 10800 

APPLICATION OF MERRION OIL & GAS CORPORATION 

REPORTER/S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: M i c h a e l E. S t o g n e r , H e a r i n g Examiner 

A u g u s t 26, 1993 

Santa Fe, New Me x i c o 

T h i s m a t t e r came on f o r h e a r i n g 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 on A u g u s t 26, 1993, a t 

Morgan H a l l , S t a t e Land O f f i c e B u i l d i n g , 310 O l d Santa 

Fe T r a i l , Santa Fe, New M e x i c o , b e f o r e Deborah O'Bine, 

RPR, C e r t i f i e d C o u r t R e p o r t e r No. 63, f o r t h e S t a t e o f 

New M e x i c o . 
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I N D E X 

A u g u s t 26, 1993 
Examiner H e a r i n g 
CASE NO. 10800 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
G e n e r a l C o u n s e l 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 O l d Santa Fe T r a i l 
Santa Fe, New M e x i c o 87501 

FOR THE APPLICANT: TANSEY, ROSEBROUGH, GERDING 
& STROTHER, P.C. 

621 W. A r r i n g t o n 
F a r m i n g t o n , New M e x i c o 87401 
BY: TOMMY ROBERTS, ESQ. 
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EXAMINER STOGNER: H e a r i n g w i l l come t o 

o r d e r . C a l l n e x t case, No. 10800. 

MR. STOVALL: A p p l i c a t i o n o f M e r r i o n O i l & 

Gas 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 , San Juan 

Co u n t y , New M e x i c o . 

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

MR. ROBERTS: Mr. Exami n e r , my name i s 

Tommy R o b e r t s . I'm w i t h t h e law f i r m o f Tansey, 

Rosebrough, G e r d i n g & S t r o t h e r i n F a r m i n g t o n , New 

Me x i c o , and I'm a p p e a r i n g on b e h a l f o f 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 i n t h i s c a s e , and 

t h e y a l s o w i l l be t h e w i t n e s s e s who w i l l t e s t i f y i n 

Case 10801. 

EXAMINER STOGNER: Thank you f o r t h a t 

n o t a t i o n , Mr. R o b e r t s . Any o t h e r a p p e a r a n c e s ? 

W i l l t h e w i t n e s s e s p l e a s e s t a n d t o be 

sworn. 

( W i t n e s s e s sworn.) 

MR. ROBERTS: Mr. S t o g n e r , as a p r e l i m i n a r y 

m a t t e r , I wanted t o p o i n t o u t t h a t t h e a p p l i c a t i o n i n 

t h i s case c o n t a i n s t h e s t a t e m e n t t h a t we w i l l be 

d e a l i n g w i t h a s t a n d a r d c o a l gas w e l l l o c a t i o n . 

T h a t ' s an e r r o n e o u s s t a t e m e n t . The a d v e r t i s e m e n t , 

t h e r e f o r e , i s a l s o e r r o n e o u s i n t h a t s t a t e m e n t . 

The a p p l i c a n t , M e r r i o n O i l & Gas, i n t e n d s 
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t o a p p l y f o r a d m i n i s t r a t i v e a p p r o v a l o f t h i s 

n o n s t a n d a r d l o c a t i o n t h a t r e s u l t s f r o m t h e 

r e c o m p l e t i o n o f an e x i s t i n g w e l l b o r e . They have n o t 

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

do so f o r t h w i t h . 

EXAMINER STOGNER: Okay, Mr. R o b e r t s . 

Thank you f o r p o i n t i n g t h a t o u t . As f a r as t h e 

a d v e r t i s e m e n t goes, such n o t a t i o n w i l l be put. i n t o t h e 

o r d e r . As f a r as r e a d v e r t i s i n g , I d o n ' t t h i n k t h a t 

w i l l be n e c e s s a r y , b u t c e r t a i n l y p e r h a p s a p r o v i s i o n 

can be p u t i n t h e o r d e r o r a t l e a s t b r o u g h t o u t t h a t 

i t i s n o t an o r t h o d o x l o c a t i o n , t h a t t h e 

a d m i n i s t r a t i v e p r o c e s s w i l l be i n e f f e c t . So I t h i n k 

we can c o n t i n u e t o d a y . 

MR. ROBERTS: I ' l l c a l l my f i r s t w i t n e s s . 

CRYSTAL WILLIAMS, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

upon h e r 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. ROBERTS: 

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

r e s i d e n c e f o r t h e r e c o r d , p l e a s e . 

A. C r y s t a l W i l l i a m s , F a r m i n g t o n , New M e x i c o . 

Q. By whom a r e you employed? 

A. M e r r i o n O i l & Gas. 
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Q. I n what c a p a c i t y a r e you employed? 

A. A landman. 

Q. How l o n g have you been employed by M e r r i o n 

O i l & Gas? 

A. A l i t t l e o v e r f o u r y e a r s . 

Q. Have you t e s t i f i e d on any p r i o r o c c a s i o n 

b e f o r e t h e D i v i s i o n o r t h e Commission? 

A. Yes, I have. 

Q. I n what c a p a c i t y d i d you t e s t i f y ? 

A. As a landman. 

Q. Were y o u r q u a l i f i c a t i o n s as an e x p e r t i n 

t h e f i e l d o f p e t r o l e u m l a n d work made a m a t t e r o f 

r e c o r d and a c c e p t e d a t t h a t t i m e ? 

A. Yes, t h e y were. 

Q. A r e 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 i n 

t h i s case? 

A. Yes, I am. 

Q. Have you p r e p a r e d c e r t a i n e x h i b i t s t o be 

p r e s e n t e d i n c o n j u n c t i o n w i t h y o u r t e s t i m o n y t o d a y ? 

A. Yes. I have f o u r e x h i b i t s . 

MR. ROBERTS: Mr. Examiner, I w o u l d t e n d e r 

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

l a n d work. 

EXAMINER STOGNER: Mis s W i l l i a m s i s so 

q u a l i f i e d . 
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Q. (BY MR. ROBERTS) Would you b r i e f l y s t a t e 

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

A. I t i s t o f o r c e p o o l a l l i n t e r e s 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 F r u i t l a n d C oal f o r m a t i o n i n 

t h e e a s t h a l f o f S e c t i o n 26, Township 26 N o r t h , Range 

13 West. 

Q. And what has p r o m p t e d t h i s a p p l i c a t i o n ? I 

u n d e r s t a n d t h a t y o u ' r e a t t e m p t i n g t o r e c o m p l e t e a 

w e l l b o r e . Would you g i v e us t h e b a s i c o p e r a t i o n t h a t 

i s p r o p o s e d ? 

A. The w e l l i s o u r S e r e n d i p i t y No. 1, w h i c h i s 

p a r t i a l l y r e c o m p l e t e d . I t was p l u g g e d back and 

p e r f o r a t e d i n December o f '92. 

Q. I n what f o r m a t i o n was t h e w e l l o r i g i n a l l y 

comp1eted? 

A. I t was o r i g i n a l l y c o m p l e t e d t o t h e G a l l u p 

i n 1983. 

Q. 1983. What i s t h e c u r r e n t s t a t u s o f t h e 

G a l l u p c o m p l e t i o n ? 

A. I t ' s been p l u g g e d back t o t h e F r u i t l a n d . 

Q. I f you w o u l d , say i t a g a i n , what i s t h e 

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

A. I t ' s p l u g g e d back t o t h e F r u i t l a n d C oal 

f o r m a t i o n and p e r f o r a t e d , and i t ' s c u r r e n t l y s h u t i n . 

Q. Has i t p r o d u c e d a t a l l ? 
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A. No, s i r . 

Q. When was t h e w e l l p l u g g e d back and 

p e r f o r a t e d i n t h e F r u i t l a n d C oal f o r m a t i o n ? 

A. I n December o f '92. 

Q. R e f e r t o what's been marked as y o u r E x h i b i t 

No. 1 and i d e n t i f y t h a t e x h i b i t . 

A. T h i s i s an a r e a map o f t h e San Juan B a s i n , 

i n p a r t i c u l a r , t h e K i r t l a n d / F r u i t l a n d o u t c r o p map, 

w h e r e i n h i g h l i g h t e d i n r e d shows t h e t o w n s h i p i n w h i c h 

o u r S e r e n d i p i t y No. 1 w e l l i s l o c a t e d , and I a l s o have 

n o t e d a r o u g h a r e a where t h e S e r e n d i p i t y w e l l i s . 

Q. I s t h i s e x h i b i t s o l e l y f o r t h e p u r p o s e o f 

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

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

n o r t h w e s t p a r t o f t h e s t a t e ? 

A. Yes, i t i s . 

Q. Now t u r n t o what you've marked as E x h i b i t 2 

and i d e n t i f y t h a t e x h i b i t . 

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

S e r e n d i p i t y w e l l , w h e r e i n i t shows t h e two l e a s e s 

i n v o l v e d w i t h t h e s p a c i n g o f t h e w e l l . I ' v e n o t e d a t 

t h e b o t t o m t h e u n c o m m i t t e d i n t e r e s t and t h e l e a s e , 

w h i c h i s t h e u n c o m m i t t e d i n t e r e s t owner b e i n g P h i l l i p s 

P e t r o l e u m w i t h t h e i r l e a s e i n t e r e s t o f 3.02 p e r c e n t 

and .756 p e r c e n t o f t h e u n i t . 
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Q. Would you i d e n t i f y t h e two l e a s e s t h a t a r e 

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

F r u i t l a n d C oal f o r m a t i o n ? 

A. T h e y ' r e b o t h f e d e r a l l e a s e s , l e a s e No. NM 

33031 and SF 081028-A. 

Q. I s t h e l o c a t i o n o f t h e S e r e n d i p i t y No. 1 

w e l l marked on t h i s e x h i b i t ? 

A. Yes, i t i s . 

Q. How i s i t marked? 

A. I t ' s t h e d o t t e d l i n e w h i c h d i s p l a y s t h e 

e a s t h a l f as t h e s p a c i n g . 

Q. And t h e l o c a t i o n o f t h e w e l l i t s e l f i s 

marked by t h e d o t , t h e b l a c k d o t ? 

A. Yes, i t i s . 

Q. I s i t t r u e t h a t t h e r e i s no o p e r a t i n g 

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

P h i l l i p s P e t r o l e u m Company i n a c c o m p l i s h i n g t h i s 

p r o p o s e d o p e r a t i o n ? 

A. T h a t i s t r u e , t h e r e i s no o p e r a t i n g 

agreement c u r r e n t l y . 

Q. L e t ' s r e f e r t o what you have marked as 

E x h i b i t No. 3. Would you i d e n t i f y t h a t e x h i b i t ? 

A. T h i s i s a l l c o r r e s p o n d e n c e t h a t I ' v e had 

w i t h P h i l l i p s P e t r o l e u m . The f i r s t l e t t e r i s d a t e d 

A u g u s t 19, '93, w h e r e i n I s e n t an AFE t o P h i l l i p s 
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n o t i f y i n g them o f t h e i r c o s t s i f t h e y p a r t i c i p a t e d . 

Q. I s t h i s AFE t h e same AFE t h a t Mr. Sharpe 

w i l l t e s t i f y a b o u t d u r i n g h i s t e s t i m o n y ? 

A. Yes, i t i s . 

Q. Why d o n ' t you go ahead and p r o c e e d and 

i d e n t i f y t h e o t h e r i t e m s o f c o r r e s p o n d e n c e . 

A. The n e x t l e t t e r i n t h i s e x h i b i t i s a l e t t e r 

d a t e d A u g u s t 1 3 t h o f '93 where I s e n t a copy o f t h e 

p r o p o s e d o p e r a t i n g agreement f o r t h e S e r e n d i p i t y w e l l . 

Q. I s t h i s t h e o p e r a t i n g agreement t h a t Mr. 

Sharpe w i l l t a l k a b o u t d u r i n g h i s t e s t i m o n y ? 

A. Yes, i t i s . The t h i r d l e t t e r i s d a t e d 

F e b r u a r y 22, '93, r e q u e s t i n g c o n f i r m a t i o n o f P h i l l i p s ' 

a c q u i s i t i o n o f E l l w o o d O i l ' s i n t e r e s t . 

And t h e f o u r t h l e t t e r b e i n g J a n u a r y 29, 

1993, where we o r i g i n a l l y s e n t t h e f a r m o u t agreement 

t o Elwood O i l Company. 

Q. Was i t y o u r d e t e r m i n a t i o n t h a t P h i l l i p s 

P e t r o l e u m Company d i d a c q u i r e t h e i n t e r e s t o f E l l w o o d 

O i l ? 

A. Yes, t h e y d i d . 

Q. And t h i s i s t h e i n t e r e s t w h i c h you seek t o 

f o r c e p o o l t o d a y ? 

A. Yes, i t i s . 

Q. I s t h i s t h e e x t e n t o f t h e w r i t t e n 
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c o m m u n i c a t i o n t h a t you have had w i t h P h i l l i p s 

P e t r o l e u m Company? 

A. Yes, i t i s . 

Q. D i d you have any v e r b a l c o m m u n i c a t i o n w i t h 

any r e p r e s e n t a t i v e o f P h i l l i p s ? 

A. I had numerous c o n v e r s a t i o n s w i t h F r a n k 

H u l s e , who i s a landman w i t h P h i l l i p s P e t r o l e u m , i n 

t r y i n g t o f a r m o u t t h i s i n t e r e s t . 

Q. D i d t h o s e c o n v e r s a t i o n s a l s o d e a l w i t h 

o t h e r means o f p a r t i c i p a t i o n i n t h i s r e c o m p l e t i o n 

o p e r a t i o n ? 

A. Yes, t h e y d i d . 

Q. What's t h e c u r r e n t s t a t u s o f y o u r 

n e g o t i a t i o n s w i t h P h i l l i p s ? 

A. They have d e c i d e d t h a t t h e y w i l l be s e l l i n g 

t h e i r i n t e r e s t i n t h i s a r e a i n a d d i t i o n t o o u r 

S e r e n d i p i t y w e l l on t h e EBCO a u c t i o n i n O c t o b e r . 

Q. And, c o n s e q u e n t l y , t h e y have d e c i d e d n o t t o 

make any d e c i s i o n w i t h r e s p e c t t o p a r t i c i p a t i o n i n 

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

A. C o r r e c t . 

Q. Have t h e y i n d i c a t e d t o you e i t h e r i n 

w r i t i n g o r v e r b a l l y t h a t t h e y have o b j e c t i o n t o t h i s 

f o r c e d p o o l i n g a p p l i c a t i o n ? 

A. They have t o l d me v e r b a l l y t h e y have no 
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o b j e c t i o n . 

Q. T h i s c o r r e s p o n d e n c e i n d i c a t e s t h a t , y o u r 

i n i t i a l c o m m u n i c a t i o n s w i t h P h i l l i p s o c c u r r e d a f t e r 

t h e p l u g g i n g back o f t h e G a l l u p c o m p l e t i o n ? 

A. Yes, i t does. 

Q. And p e r f o r a t i n g i n t h e F r u i t l a n d C oal 

f o r m a t i o n . Why d i d t h a t o c c u r i n t h a t t i m e sequence? 

A. A t t h e t i m e t h e t a x c r e d i t f o r a F r u i t l a n d 

C o al w e l l was e n d i n g i n December o f '92, my company 

made t h e d e c i s i o n t o do a p a r t i a l r e c o m p l e t i o n i n an 

e f f o r t t o use t h a t t a x c r e d i t , and, t h e r e a f t e r , we 

p r o c e e d e d w i t h t h e a c q u i s i t i o n o f t h e i n t e r e s t s t o 

make up t h e s p a c i n g u n i t . 

Q. Now, p l e a s e t u r n t o wha t ' s been marked as 

E x h i b i t No. 4 i n t h i s case and i d e n t i f y t h a t e x h i b i t . 

A. T h i s i s n o t i f i c a t i o n t o Mr. Fra n k H u l s e 

w i t h P h i l l i p s P e t r o l e u m d a t e d A u g u s t 3 r d o f '93, 

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

Q. Was t h i s l e t t e r s e n t by c e r t i f i e d m a i l ? 

A. Yes, i t was. 

Q. D i d you r e q u e s t a r e t u r n r e c e i p t ? 

A. Yes, I d i d . T h a t ' s t h e t h i r d page o f t h a t 

e x h i b i t . 

Q. Does t h i s i n d i c a t e d e l i v e r y t o P h i l l i p s 

P e t r o l e u m and a c c e p t a n c e by them? 
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A. Yes, i t does. 

Q. I n y o u r o p i n i o n , have t h e n o t i c e 

r e q u i r e m e n t s a p p l i c a b l e t o t h i s case been s a t i s f i e d ? 

A. Yes. 

Q. Were E x h i b i t s Nos. 1 t h r o u g h 4 e i t h e r 

p r e p a r e d by you o r a t y o u r d i r e c t i o n and u n d e r y o u r 

s u p e r v i s i o n ? 

A. Yes, t h e y were. 

MR. ROBERTS: Mr. Examiner, 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 Nos. 1 t h r o u g h 4. 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 4 

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 t t h i s t i m e . 

MR. ROBERTS: I have no 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 on D i r e c t . 

MR. STOVALL: Mr. R o b e r t s , who's g o i n g t o 

c o v e r q u e s t i o n s l i k e o verhead? 

MR. ROBERTS: Mr. Sharpe. 

EXAMINATION 

BY MR. STOVALL: 

Q. I want t o make s u r e I g e t t h e sequence 

r i g h t on t h i s , M i ss W i l l i a m s because we t e n d t o g e t a 

l i t t l e b i t c o n c e r n e d i f t h e r e ' s n o t an o p p o r t u n i t y t o 

j o i n . 

When you d i d t h e o r i g i n a l t i t l e w o r k , o r 

y o u r company d i d , who was t h e owner o f t h e i n t e r e s t 
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w h i c h i s t h e s u b j e c t o f t h i s f o r c e d - p o o l i n g agreement? 

A. When a t i t l e r e v i e w was done, we were shown 

t h a t E l l w o o d O i l owned t h e i n t e r e s t . P at H e g a r t y , my 

boss a t t h e t i m e , who headed up t h e l a n d d e p a r t m e n t 

had c o n t a c t e d P h i l l i p s . I d o n ' t know how he g a i n e d 

t h a t k n o w l e d g e , b u t he d i d c o n t a c t them, and t h e y d i d 

c o n f i r m t h a t t h e y d i d own t h i s . 

Q. So when t h e J a n u a r y l e t t e r was s e n t o u t 

f r o m Pat t o E l l w o o d , t h a t was j u s t s i m p l y a f a r m o u t 

a greement r e q u e s t ; r i g h t ? 

A. C o r r e c t . 

Q. Do you know when Pat f i g u r e d o u t t h a t i n 

f a c t P h i l l i p s may be t h e owner r a t h e r t h a n — 

A. I b e l i e v e E l l w o o d , s i n c e t h e y a c c e p t e d t h a t 

l e t t e r , I b e l i e v e t h e y may have n o t i f i e d h i m , l e t t i n g 

them know where t h e i r i n t e r e s t went f r o m t h a t p o i n t . 

And f r o m t h e r e we s e n t a l e t t e r t o P h i l l i p s t o v e r i f y 

t h a t . 

Q. T h a t was y o u r F e b r u a r y 22nd l e t t e r ? 

A. C o r r e c t . 

Q. Do you have a n y t h i n g back f r o m P h i l l i p s 

c o n f i r m i n g ? 

A. No, s i r , o t h e r t h a n phone c o n v e r s a t i o n s 

back and f o r t h . T h a t ' s why t h e r e ' s a b i g space 

between F e b r u a r y and A u g u s t . 
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Q. D i d you e v e r a c t u a l l y send P h i l l i p s an AFE 

and an i n v i t a t i o n t o p a r t i c i p a t e i n t h i s w e l l ? 

A. L e t ' s see. We o r i g i n a l l y -- I had j u s t 

r e q u e s t e d t h e f a r m o u t and t h e n j u s t r e c e n t l y s e n t t h e 

AFE t o them. Upon phone c o n v e r s a t i o n s , t h e y had t o l d 

me a l l a l o n g t h a t t h e y w o u l d f a r m o u t t h e i r i n t e r e s t . 

Q. But you d o n ' t have a w r i t t e n i n v i t a t i o n t o 

P h i l l i p s accompanied by an AFE t o j o i n i n the. w e l l ? 

A. No, s i r . 

MR. STOVALL: Mr. R o b e r t s , t h a t poses a 

p r o b l e m . N o t w i t h s t a n d i n g t h e c o n v e r s a t i o n s and o r a l 

t e s t i m o n y , i n o r d e r t o s a t i s f y t h e s t a t u t o r y 

r e q u i r e m e n t o f good f a i t h n e g o t i a t i o n s -- we've been 

t h r o u g h s e v e r a l o f t h e s e r e c e n t l y . I t seems t o have 

g o t t e n a l i t t l e b i t s l o p p y i n t h e f i e l d -- t h e r e has 

been — once you ask t h e s t a t e t o i n v o k e i t s power t o 

compel somebody e l s e ' s i n t e r e s t t o j o i n i n a w e l l , 

t h e r e i s an o b l i g a t i o n t h a t you meet, a t a minimum, 

t h o s e s t a t u t o r y r e q u i r e m e n t s . 

And good f a i t h n e g o t i a t i o n s , i n my o p i n i o n , 

w o u l d r e q u i r e t h a t you a t l e a s t say, "Here's y o u r 

o p p o r t u n i t y t o j o i n , and h e r e ' s what i t w i l l c o s t 

you. " 

MR. ROBERTS: Her t e s t i m o n y i s t h e y have 

s e n t an AFE t o them r e c e n t l y , and t h e y ' v e had an 
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o p p o r t u n i t y t o r e v i e w t h a t AFE. 

MR. STOVALL: T h a t AFE was s e n t on t h e 

1 9 t h . 

MR. ROBERTS: R i g h t . 

MR. STOVALL: And t h i s i s t h e 2 6 t h , w h i c h 

means i t was s e n t a f t e r t h e n o t i c e . The f o r c e d -

p o o l i n g a c t i o n was f i l e d , and P h i l l i p s was n o t — i t 

a p p e a r s t o me t h a t a t no t i m e p r i o r t o t h e f i l i n g o f 

t h e f o r c e d - p o o l i n g a c t i o n was P h i l l i p s i n v i t e d t o j o i n 

t h e w e l l . 

MR. ROBERTS: I guess o ur p o s i t i o n i n 

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

o f t h e c o m m u n i c a t i o n s , P h i l l i p s has had t h e 

o p p o r t u n i t y t o c o n s i d e r f o r q u i t e some t i m e t h e 

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

T h e re have been v e r b a l c o m m u n i c a t i o n s , 

w r i t t e n c o m m u n i c a t i o n s . Maybe none o f t h e w r i t t e n 

c o m m u n i c a t i o n s have s p e c i f i c a l l y t a l k e d a b o u t 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 i n t h e w e l l w i t h an 

e s t i m a t e d c o s t summary g i v e n t o them, b u t c e r t a i n l y 

t h e t o t a l i t y o f t h e c o m m u n i c a t i o n s , t h e absence o f 

P h i l l i p s h e r e t o d a y t o appear t o espouse i t s own cause 

w i t h r e s p e c t t o t h e p r o p o s e d o p e r a t i o n o r w i t h r e s p e c t 

t o t h e f o r c e d p o o l i n g I t h i n k i n d i c a t e s t h a t c e r t a i n l y 

t h e y ' v e had e v e r y o p p o r t u n i t y t o r e s p o n d . 
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The t o t a l i t y o f t h e c o m m u n i c a t i o n s , a g a i n , 

I t h i n k i n d i c a t e a good f a i t h e f f o r t . 

MR. STOVALL: L e t me s t o p you r i g h t t h e r e 

and ask you w o u l d you t e l l me what t h e t o t a l i t y o f t h e 

c o m m u n i c a t i o n s i s ? And I ' v e h e a r d t h i s b e f o r e , and 

t h a t ' s why --

MR. ROBERTS: I t h i n k i t ' s t h e w r i t t e n 

c o m m u n i c a t i o n s and t h e v e r b a l c o m m u n i c a t i o n s . The 

w r i t t e n c o m m u n i c a t i o n s she has t e s t i f i e d --

MR. STOVALL: We've g o t t h o s e i n t h e 

r e c o r d , r i g h t . 

MR. ROBERTS: -- have been a d d r e s s e d . The 

v e r b a l c o m m u n i c a t i o n s , she has t e s t i f i e d , I b e l i e v e , 

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

o p e r a t i o n has been p r e s e n t e d t o them. They've been 

aware t h a t t h e y ' v e had t h a t o p p o r t u n i t y a v a i l a b l e t o 

them. They've had t h a t k n o wledge f o r q u i t e some t i m e . 

MR. STOVALL: L e t me i n t e r r u p t you because 

I u n d e r s t a n d t h a t because, a g a i n , I ' v e had some, 

u n f o r t u n a t e l y , some r e c e n t e x p e r i e n c e w i t h t h i s . The 

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

o r a l — i t ' s e s s e n t i a l l y h e a r s a y c o m m u n i c a t i o n , and we 

do n o t know t h e d e t a i l s o f t h a t c o m m u n i c a t i o n . 

I t has been, and, as I say, f o r some r e a s o n 

we've had a number o f cases f o l l o w i n g t h i s l i n e 
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r e c e n t l y . I f t h e r e i s n o t a t l e a s t a -- we r e c o g n i z e 

t h a t P h i l l i p s i s an o p e r a t o r , and you d o n ' t have t o --

you d o n ' t have t o h o l d t h e i r hand t h r o u g h the. p r o c e s s 

and e x p l a i n t o them what's i n v o l v e d , b u t you do have 

t o i n v i t e them t o j o i n t h e p r o c e s s . And I ' v e g o t a 

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

c o m m u n i c a t i o n s t h e r e a r e , t h e r e ' s a l w a y s t h e --

t h e r e ' s (a) t h e p r o b l e m f r o m a l e g a l s t a n d p o i n t o f 

what were t h e o r a l c o m m u n i c a t i o n s . I t a l k e d t o h i m , 

he t a l k e d t o me. The second i s what d i d you say. The 

o t h e r i s a s u b s t a n t i v e , "Look, h e r e ' s y o u r 

o p p o r t u n i t y . J o i n t h e w e l l o r you w i l l be f o r c e -

p o o l e d , " b u t , u n f o r t u n a t e l y , I d o n ' t see i n t h e r e c o r d 

h e r e t h e s a t i s f a c t o r y i n d i c i a o f t h e o p p o r t u n i t y f o r 

P h i l l i p s t o j o i n t h e w e l l e x c e p t an AFE t h a t was s e n t 

a f t e r t h e f o r c e d - p o o l i n g a p p l i c a t i o n was f i l e d . 

Based on t h a t -- l e t me t e l l you what I 

have s u g g e s t e d as, what we have done i n t h e p a s t i n a 

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

w i t h a r e q u i r e m e n t t h a t you s i m p l y send a l e t t e r 

s a y i n g , "The case has been c o n t i n u e d . Here's y o u r 

o p p o r t u n i t y t o j o i n . Respond i n t e n d a y s . " 

MR. ROBERTS: My s u g g e s t i o n w o u l d be, i f we 

were a b l e t o s u p p l e m e n t t h e r e c o r d w i t h a w a i v e r o f 

o b j e c t i o n t o t h e f o r c e d - p o o l p r o c e e d i n g s , w o u l d t h a t 
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a l l e v i a t e y o u r c o n c e r n ? 

MR. STOVALL: Yeah. I f P h i l l i p s w a i v e d any 

o b j e c t i o n t o t h a t , yeah, i n some way, t h e n --

MR. ROBERTS: I t h i n k o u r a l t e r n a t i v e w o u l d 

be t o go ahead and s u b m i t t o them t h e f o r m a l w r i t t e n 

o f f e r t o p a r t i c i p a t e . But I t h i n k based on what I ' v e 

h e a r d M i s s W i l l i a m s say t h a t P h i l l i p s has no i n t e r e s t 

i n c o n t e s t i n g t h i s f o r c e d - p o o l a p p l i c a t i o n , have no 

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

MR. STOVALL: I u n d e r s t a n d . 

MR. ROBERTS: I f we can t a k e c a r e o f i t i n 

t h a t way t h r o u g h a w a i v e r o f o b j e c t i o n , we p r o p o s e t o 

do t h a t . 

MR. STOVALL: T h a t w o u l d be a c c e p t a b l e , 

some i n d i c a t i o n , b a s i c a l l y a w r i t t e n -- as I say, when 

y o u ' r e a s k i n g a p o l i c e power o f t h e s t a t e t o i n e f f e c t 

— l e t me back up f o r one m i n u t e h e r e because; we're 

g o i n g t o have a n o t h e r t h i n g . Keep t h a t i n mi n d , and 

l e t ' s h o l d o f f on -- one o f t h e c o n c e r n s t h a t I have 

r a i s e d i n t h e p a s t on i t i s , i t ' s n o t so much t h e 

p a r t i c i p a t i o n , because I t h i n k you have t h e 

o p p o r t u n i t y and t h e r i g h t t o d r i l l t h e w e l l . 

V i r t u a l l y n o t h i n g w o u l d p r e v e n t you f r o m b e i n g a b l e t o 

e v e n t u a l l y d r i l l t h e w e l l and g e t t h a t i n t e r e s t 

p o o l e d , i s when you g e t t o a p e n a l t y p r o v i s i o n where 
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t h e r e i s i n f a c t a t a k i n g , i f you w i l l , o f p r o p e r t y 

due t o s t a t e a c t i o n , t h a t ' s when I r e a l l y become 

c o n c e r n e d . 

I assume y o u ' r e g o i n g t o a d d r e s s t h e 

p e n a l t y f a c t o r w i t h Mr. Sharpe. 

MR. ROBERTS: Yes. 

MR. STOVALL: And i t w o u l d appear t o me on 

t h e s u r f a c e , l o o k i n g a t t h e f a c t t h a t t h i s i s a 

r e c o m p l e t i o n o f an e x i s t i n g w e l l , t h a t t h i s p r o b a b l y 

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

have been used t o a r r i v e a t what has been commonly 

a c c e p t e d , w i t h p e r h a p s one m a j o r e x c e p t i o n o f a h i g h e r 

p e n a l t y i n t h e F r u i t l a n d C o a l . 

L e t ' s h e a r what you have t o say on t h e 

p e n a l t y because one o f t h e o t h e r s o l u t i o n s i s t o 

s i m p l y say, p o o l them w i t h o u t p e n a l t y , and t h e n you 

d o n ' t have t h e t a k i n g p r o b l e m . 

MR. ROBERTS: I t h i n k o u r p r o p o s a l w o u l d be 

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

c o n t a c t w i t h P h i l l i p s . I t h i n k t h e y ' r e a s t u t e enough 

t o know t h a t t h e r e ' s an i s s u e h e r e i n v o l v i n g r i s k , and 

when t h e y have n o t i c e t h a t a f o r c e d - p o o l i n g 

a p p l i c a t i o n i s g o i n g t o be c o n s i d e r e d , t h a t ' s g o i n g t o 

be one o f t h e i s s u e s r e s o l v e d . So i f we can a d d r e s s 

t h a t i s s u e t h r o u g h d i r e c t c o m m u n i c a t i o n w i t h them t h a t 
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i n d i c a t e s t h a t t h e y w a i v e any o b j e c t i o n t o t h e 

i s s u a n c e o f an o r d e r i n t h i s case --

MR. STOVALL: Sure, t h a t ' s f i n e , i f we can 

do t h a t , l e t ' s s a t i s f y t h e --

MR. ROBERTS: I may be wrong. I may be 

o p t i m i s t i c a b o u t t h a t . But j u d g i n g , a g a i n , on t h e 

t o t a l i t y o f t h e c o m m u n i c a t i o n s t h a t I'm aware o f , i t ' s 

n o t u n r e a l i s t i c t o t h i n k t h a t t h a t w o u l d be t h e way 

t h i s c o u l d be r e s o l v e d . 

MR. STOVALL: I r e c o g n i z e how landmen 

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

when you come t o t h e s t a t e and ask them t o do 

s o m e t h i n g f o r y o u , t h e r e a r e a few l i t t l e minimum 

s t a n d a r d s t h a t have t o be s a t i s f i e d . 

MR. ROBERTS: Sure. 

MR. STOVALL: T h a t ' s what we a r e f a c e d w i t h 

once a g a i n . W i t h t h a t , I d o n ' t have any o t h e r 

q u e s t i o n s o f Miss W i l l i a m s . 

EXAMINER STOGNER: I have no other-

q u e s t i o n s . 

MR. STOVALL: L e t ' s have Mr. Sharpe 

t e s t i f y , and t h e n w e ' l l have some d i s c u s s i o n a b o u t 

what you want t o do. I guess t h i s i s s o m e t h i n g I 

c a n ' t t e l l you a b o u t u n t i l i t comes t o h e a r i n g and we 

f i n d o u t t h a t i t h a s n ' t been done. 
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MR. ROBERTS: O f f t h e r e c o r d , we're 

g e n e r a l l y aware o f t h e p r o c e d u r e t h a t s h o u l d be 

f o l l o w e d f o r a f o r c e d - p o o l i n g t y p e o f a p p l i c a t i o n . 

J u s t g i v e n a l l t h e c i r c u m s t a n c e s , t h e r e was n o t 

s u f f i c i e n t t i m e t o g e t e v e r y t h i n g done i n a c c o r d a n c e 

w i t h t h o s e g e n e r a l t i m e g u i d e l i n e s . So t h a t ' s why we 

have t h a t p r o b l e m . 

MR. STOVALL: I u n d e r s t a n d . I u n d e r s t a n d 

t h e p r a c t i c a l p r o b l e m . We've j u s t g o t a p r o c e d u r a l 

due p r o c e s s p r o b l e m . 

GEORGE SHARPE, 

t h e w i t n e s s h e r e i n , a f t e r 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. ROBERTS: 

Q. Would you s t a t e y o u r name and y o u r a d d r e s s 

f o r t h e r e c o r d , p l e a s e . 

A. My name i s George Sharpe, and I l i v e i n 

F a r m i n g t o n , New M e x i c o . 

Q. By whom a r e you employed? 

A. M e r r i o n O i l & Gas. 

Q. And i n what c a p a c i t y ? 

A. I'm a p e t r o l e u m e n g i n e e r . 

Q. How l o n g have you been employed by M e r r i o n 

O i l & Gas? 
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A. For t h r e e and a h a l f y e a r s . 

Q. And have you 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 o r t h e Commission on any p r i o r 

occas i o n s ? 

A. Yes, I have. 

Q. And i n what c a p a c i t y ? 

A. I was an e x p e r t w i t n e s s i n a case on a 

c o n v e r s i o n t o i n j e c t i o n . 

Q. And y o u r q u a l i f i c a t i o n s t h e n as an e x p e r t 

i n t h e f i e l d o f p e t r o l e u m e n g i n e e r i n g were a c c e p t e d 

and made a m a t t e r o f r e c o r d a t t h a t t i m e ? 

A. Yes, t h e y were. 

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 i n 

t h i s case? 

A. Yes, I am. 

Q. Have you p r e p a r e d e x h i b i t s t o be p r e s e n t e d 

i n c o n n e c t i o n w i t h y o u r t e s t i m o n y ? 

A. Yes, I have. I have f o u r e x h i b i t s . 

Q. Mr. Sharpe, b e f o r e we move i n t o y o u r 

e x h i b i t s , c o u l d you b r i e f l y summarize t h e p r o d u c t i o n 

h i s t o r y o f t h e o r i g i n a l G a l l u p f o r m a t i o n c o m p l e t i o n i n 

t h i s w e l l ? 

A. The w e l l was d r i l l e d i n 1983 and has 

p r o d u c e d a c u m u l a t i v e o f a r o u n d 20,000 b a r r e l s and was 

down t o a b o u t a b a r r e l a day, w h i c h was uneconomic. 
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We made t h e d e c i s i o n t o p l u g back. 

Q. D i d you d r i l l and c o m p l e t e t h i s w e l l t o t h e 

G a l l u p f o r m a t i o n ? 

A. W e l l , M e r r i o n O i l & Gas d i d n o t d r i l l and 

c o m p l e t e t h i s w e l l . They p u r c h a s e d t h i s w e l l a f t e r i t 

was d r i l l e d and c o m p l e t e d . I'm n o t s u r e --

Q. Do you r e c a l l t h e d a t e o f a c q u i s i t i o n ? 

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

Q. Why has M e r r i o n O i l & Gas e l e c t e d t o 

r e c o m p l e t e t h i s w e l l b o r e i n t h e F r u i t l a n d Coal 

f o r m a t i o n r a t h e r t h a n t o d r i l l a new w e l l ? 

A. The d e c i s i o n was made because f r o m M e r r i o n 

O i l & Gas's s t a n d p o i n t , i t saves us t h e c o s t o f a new 

w e l l . I n a d d i t i o n , we know t h a t t h e r e ' s c o a l i n t h i s 

w e l l b o r e , and we know we have a good w e l l b o r e t h a t i s 

c a p a b l e o f c o m p l e t i o n i n t h e c o a l . So i t m i n i m i z e s 

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

g e o l o g i c r i s k t h a t t h e c o a l may n o t be o f t h e 

t h i c k n e s s and q u a l i t y t h a t e x i s t s i n t h i s w e l l b o r e . 

Q. I want you t o r e f e r t o what you've marked 

as E x h i b i t No. 5. I d e n t i f y t h a t e x h i b i t . 

A. I t ' s an A u t h o r i t y For E x p e n d i t u r e , w h i c h 

summarizes t h e c o s t f o r t h e w e l l . I t i s b r o k e n i n t o 

t h r e e s e p a r a t e c a t e g o r i e s . C a t e g o r y No. 1 i s Sunk 

W e l l b o r e C o s t s , and t h e t o t a l o f $43,893 i s a b a r e -
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bones e s t i m a t e o f what i t w o u l d c o s t t o d r i l l a new 

w e l l and case a new w e l l t h r o u g h t h e F r u i t l a n d C o a l a t 

1 , 3 5 0 - f o o t d e p t h . 

The second c a t e g o r y i s t i t l e d E x i s t i n g 

E q u i p m e n t , and i t i s a p p r o x i m a t e l y $25,920, w h i c h i s 

t h e used e q u i p m e n t v a l u e o f t h e e q u i p m e n t t h a t ' s on 

t h e w e l l and w i l l be used t o p r o d u c e t h e F r u i t l a n d 

C o a l . 

I t e m No. 3 i s C o m p l e t i o n and T i e - i n Costs 

f o r a n o t h e r $47,530, and t h a t i s t h e f u t u r e c o s t t o 

M e r r i o n O i l & Gas, i f you w i l l , a t t h e t i m e we 

u n d e r t o o k t h e w o r k o v e r t o c o m p l e t e t h e r e c o m p l e t i o n . 

Q. Why d i d you b r e a k down t h e AFE i n t o t h e s e 

t h r e e c a t e g o r i e s o f c o s t s ? 

A. The AFE was b r o k e n down i n t h i s manner 

because we seek t o r e c o v e r t h e sunk w e l l b o r e c o s t s 

f r o m t h e P h i l l i p s P e t r o l e u m , t h e p a r t y we're 

a t t e m p t i n g t o f o r c e - p o o l . And t h o s e a r e n ' t c o s t s t h a t 

M e r r i o n d i r e c t l y i n c u r r e d f o r t h i s r e c o m p l e t i o n . 

I n a d d i t i o n , t h e e x i s t i n g e q u i p m e n t a r e 

i t e m s t h a t we a r e n o t p a y i n g money f o r a t t h i s p o i n t 

b u t we f e e l have v a l u e and we s h o u l d r e c o v e r . 

The c o m p l e t i o n and t i e - i n c o s t s a r e t r u e 

f u t u r e r i s k c o s t s t o M e r r i o n O i l & Gas and t o any 

a d d i t i o n a l p a r t y t h a t w o u l d be i n v o l v e d . 
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Q. What p o r t i o n o f t h e c o m p l e t i o n and t i e - i n 

c o s t s have been expended t o d a t e ? 

A. Less t h a n $10,000 have been s p e n t t o d a t e 

t o p l u g back f r o m t h e G a l l u p and p e r f o r a t e t h e 

F r u i t l a n d C o a l . 

Q. There i s a sum o f money on t h e s t i m u l a t i o n 

l i n e i t e m , i t ' s $17,500. The w e l l has n o t been 

s t i m u l a t e d a t t h i s p o i n t , has i t ? 

A. The w e l l has n o t been s t i m u l a t e d , and i t i s 

u n p r o d u c t i v e and a b s o l u t e l y won't p r o d u c e w i t h o u t a 

f r a c t u r e s t i m u l a t i o n j o b . 

Q. Are t h e r e any c o n t i n g e n c i e s b u i l t i n t o t h i s 

A u t h o r i t y For E x p e n d i t u r e ? 

A. There a r e p o s s i b l y some c o n t i n g e n c i e s i n 

t h e c o m p l e t i o n and t i e - i n c o s t s . T h ere a r e no 

c o n t i n g e n c i e s i n t h e sunk w e l l b o r e c o s t s o r t h e 

e x i s t i n g e q u i p m e n t c o s t s . 

Q. I n y o u r o p i n i o n , a r e t h e c o s t s r e p r e s e n t e d 

on t h i s A u t h o r i t y For E x p e n d i t u r e r e a s o n a b l e g i v e n t h e 

n a t u r e o f t h e o p e r a t i o n ? 

A. They a r e r e a s o n a b l e . 

Q. Would you now t u r n t o what you've marked as 

E x h i b i t No. 6 and 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 6 i s a w e l l b o r e s c h e m a t i c o f t h e 

S e r e n d i p i t y No. 1, sh o w i n g t h e c a s i n g i n t h e w e l l , 
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s h o w i n g t h e p l u g s e t above t h e G a l l u p p e r f o r a t i o n s , 

s h o w i n g t h e l o c a t i o n o f t h e F r u i t l a n d C oal 

p e r f o r a t i o n s and e x i s t i n g t u b u l a r s i n t h e h o l e . 

Q. What's t h e r e l e v a n c y o f t h i s e x h i b i t t o 

y o u r a p p l i c a t i o n ? 

A. The r e l e v a n c y o f t h e e x h i b i t i s t o show 

t h a t t h e w e l l b o r e has cement t o s u r f a c e ; t h a t i t i s a 

w e l l b o r e w i t h v a l u e ; and t h a t M e r r i o n O i l & Gas 

d e s e r v e s t o be compensated f o r o w n i n g t h i s w e l l b o r e 

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

p a r t i e s t h a t may j o i n us a t t h i s t i m e . 

Q. Do you have an o p i n i o n as t o t h e i n t e g r i t y 

o f t h i s w e l l b o r e ? I n o t h e r w o r d s , do you have an 

o p i n i o n as t o w h e t h e r t h e cement j o b i s good and 

w h e t h e r t h e c a s i n g i s i n good shape? 

A. A t t h e t i m e t h a t we p l u g g e d back f r o m t h e 

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

b e f o r e p e r f o r a t i n g t h e F r u i t l a n d c o a l . I d o n ' t know 

t o what p r e s s u r e we t e s t e d i t , b u t t h e w e l l b o r e d i d 

pass t h e p r e s s u r e t e s t . 

Q. I t a p p e a r s t h a t l o o k i n g a t -- f r o m l o o k i n g 

a t t h i s w e l l b o r e s c h e m a t i c t h a t t h e w e l l b o r e c o u l d 

s u b s e q u e n t l y be opened up t o 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 . I s t h i s p o t e n t i a l o f any v a l u e t o t h e 

w o r k i n g i n t e r e s t owners? 
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A. The P i c t u r e d C l i f f f o r m a t i o n i s n o t 

p r o d u c t i v e i m m e d i a t e l y a d j a c e n t o r t h e r e a r e no 

p r o d u c t i v e w e l l s i n t h e P i c t u r e d C l i f f w i t h i n a m i l e 

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

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

and i t i s a p o s s i b i l i t y t h a t t h i s w e l l b o r e c o u l d be 

used f o r t h e P i c t u r e d C l i f f f o r m a t i o n a l s o , w h i c h i s 

deeper t h a n t h e F r u i t l a n d C o a l . 

Q. The n e x t q u e s t i o n i s , w o u l d t h e PC be 

a v a i l a b l e i n a new w e l l b o r e d r i l l e d t o t h e F r u i t l a n d 

C o a l f o r m a t i o n ? 

A. I t w o u l d n o t be a v a i l a b l e i n a w e l l t h a t 

was t a r g e t e d s t r i c t l y f o r t h e F r u i t l a n d C o a l . You 

m i g h t p e n e t r a t e t h e t o p o f t h e P i c t u r e d C l i f f , b u t 

you'd s e t y o u r c a s i n g shoe i n i t , and i t w o u l d n o t be 

a v a i l a b l e t o a c t u a l l y p e r f o r a t e and p r o d u c e o u t o f . 

Q. I n y o u r o p i n i o n , why i s i t a p p r o p r i a t e t o 

i n c l u d e sunk w e l l b o r e c o s t s and c o s t s o f e x i s t i n g 

e q u i p m e n t i n t h e t o t a l c o s t f o r t h i s r e c o m p l e t i o n 

o p e r a t i o n ? 

A. The w e l l b o r e c o s t s a r e a p p r o p r i a t e t o be 

i n c l u d e d f o r a number o f r e a s o n s . The f i r s t i s we 

f e e l t h i s w e l l b o r e does have v a l u e t o t h e p a r t y coming 

i n . I f t h i s w e l l b o r e were n o t a v a i l a b l e , t h e y w o u l d 

be f o r c e d t o d r i l l a n o t h e r w e l l t o p r o d u c e ovit o f t h e 
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F r u i t l a n d C oal and w o u l d have t o pay t h e w e l l c o s t s o f 

d r i l l i n g t h a t w e l l . 

Second, as t h i s s c h e m a t i c i n d i c a t e s , we've 

g o t a w e l l b o r e t h a t has a t l e a s t as much and p o s s i b l y 

more v a l u e t h a n a new w e l l i n t h e f a c t t h a t i t ' s 

a v a i l a b l e t o p r o d u c e o u t o f t h e P i c t u r e d C l i f f 

f o r m a t i o n s . 

T h i r d , you have e l i m i n a t e d t h e g e o l o g i c 

r i s k and t h e d r i l l i n g r i s k , t h e r i s k t h a t you m i g h t 

have p r o b l e m s d u r i n g t h e d r i l l i n g o p e r a t i o n s , and t h e 

r i s k t h a t y o u r f o r m a t i o n may n o t be t h e r e i n t h e 

t h i c k n e s s and q u a l i t y t h a t we know i t i s i n t h i s 

w e l l . And t h o s e r i s k s have been e l i m i n a t e d f o r t h e 

p a r t y coming i n and p a r t i c i p a t i n g a t t h i s t i m e . 

The f o u r t h r e a s o n i s t h a t , a g a i n , M e r r i o n 

i s b r i n g i n g t o t h e t a b l e t h i s w e l l t h a t has a t l e a s t 

e q u a l v a l u e t o a new w e l l and p o s s i b l y g r e a t e r v a l u e , 

and we d e s e r v e t o be compensated, o r , i f you w i l l , any 

p a r t y t h a t now comes i n and s h a r e s an o w n e r s h i p i n o u r 

w e l l s h o u l d have t o pay f o r t h e v a l u e o f t h e 

w e l l b o r e . 

An a n a l o g y w o u l d be i f we owned a c a r t h a t 

we b o u g h t a t 50,000 m i l e s and d r o v e i t t o 100,000 

m i l e s and had f u l l y d e p r e c i a t e d t h e c a r and w r i t t e n i t 

o f f t h e books, t h a t d o e s n ' t mean we have t o g i v e i t 
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away. We w i l l s e l l i t a t w h a t e v e r m a r k e t c o n d i t i o n s 

a r e and w h a t e v e r v a l u e i t w o u l d have t o someone who 

w o u l d want t h a t c a r a t t h a t t i m e . 

Q. Why d o n ' t you now t u r n t o what you have 

marked as E x h i b i t No. 7 and 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 7 i s a l o n g l i s t o f w e l l s t h a t a r e 

c o m p l e t e d i n t h e F r u i t l a n d C oal i n t h e n i n e t o w n s h i p s 

s u r r o u n d i n g t h e S e r e n d i p i t y No. 1. I t shows t h e 

l o c a t i o n o f t h e w e l l s , t h e l e a s e name, t h e w e l l name, 

t h e o p e r a t o r , w h e t h e r i t ' s a c t i v e o r i n a c t i v e . . I t 

shows t h e cum o f t h e gas p r o d u c t i o n and t h e gas r a t e 

f r o m t h e l a s t month t h a t was a v a i l a b l e i n D w i g h t ' s 

d a t a b a s e , w h i c h i s a p u b l i c d a t a b a s e s e r v i c e . 

The a p p r o p r i a t e i t e m i n h e r e i s t o l o o k a t 

t h e v a r i e t y o f gas p r o d u c t i o n r a t e s i n t h i s i m m e d i a t e 

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

w e l l s v e r y n e a r o u r S e r e n d i p i t y w e l l a r e 

s u b c o m m e r c i a l . And c o m m e r c i a l i n my t e r m s w o u l d be 

g r e a t e r t h a n 3,000 t o 6,000 Mcf p e r month o r 100 t o 

200 Mcf p e r day. 

T h e r e f o r e , t h e r e i s s i g n i f i c a n t r i s k t h a t 

even a f t e r s t i m u l a t i o n t h e S e r e n d i p i t y No. 1 w i l l be a 

po o r o r m a r g i n a l p e r f o r m e r , and t h i s w i l l be an 

uneconomic v e n t u r e . 

Q. Can you p o i n t o u t as an example a w e l l o r 
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two o r some o f t h e w e l l s t h a t a r e t a b u l a t e d on t h i s 

E x h i b i t No. 7 w h i c h , i n y o u r o p i n i o n , e x h i b i t 

s u b c o m m e r c i a l q u a n t i t i e s o f p r o d u c t i o n o r r a t e s o f 

p r o d u c t i o n ? 

A. On page 2 o f t h e e x h i b i t , t h e S e r e n d i p i t y 

w e l l i s h i g h l i g h t e d i n i t s l o c a t i o n , and i t a l i c i z e d , 

and t h e two w e l l s i m m e d i a t e l y above t h a t , t h e I n e z and 

t h e Ruby, a r e b o t h p r o d u c i n g l e s s t h a n 150 Mcf p e r 

month, w h i c h i s l e s s t h a n 5 Mcf a day and o b v i o u s l y 

a r e uneconomic. 

A g a i n , t h e r e ' s c e r t a i n l y s i g n i f i c a n t 

s t a t i s t i c a l l i k e l i h o o d t h a t t h e S e r e n d i p i t y w i l l be 

uneconomic. 

Q. Then, i n y o u r o p i n i o n , i s t h e r e f u t u r e r i s k 

t o be i n c u r r e d i n t h i s r e c o m p l e t i o n o p e r a t i o n ? 

A. A b s o l u t e l y . The f u t u r e c o s t s o f t h e -- t h e 

c o s t s t h a t have been i n c u r r e d t o d a t e and t h e f u t u r e 

c o s t s a r e a l l a t r i s k , and t h e s u c c e s s o f t h e 

s t i m u l a t i o n j o b i s by no means g u a r a n t e e d . 

Q. Do you p r o p o s e t h a t a r i s k f a c t o r be 

c h a r g e d a g a i n s t any i n t e r e s t owner who does n o t 

v o l u n t a r i l y j o i n i n t h e r e c o m p l e t i o n o p e r a t i o n ? 

A. We f e e l t h a t t h e f u l l o r t h e s t a n d a r d 156 

p e r c e n t r i s k t h a t i s a p p l i e d t o t h e F r u i t l a n d C oal 

s h o u l d be a p p l i e d t o t h e c o m p l e t i o n and t i e - i n c o s t , 
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t h e a c t u a l r i s k c o s t t h a t M e r r i o n t o o k f r o m t h i s p o i n t 

f o r w a r d , and s h o u l d be a p p l i e d t o t h e f u l l amount. 

Q. Why w o u l d you n o t p r o p o s e t h a t t h e r i s k 

f a c t o r be c h a r g e d and a p p l i e d a g a i n s t what you have 

l a b e l e d on y o u r AFE as Sunk W e l l b o r e C o s t s or E x i s t i n g 

E quipment c o s t s ? 

A. I guess f o r a c o u p l e r e a s o n s . One, f o r t h e 

e x i s t i n g e q u i p m e n t i t ' s i n a p p r o p r i a t e because i f t h e 

s t i m u l a t i o n does n o t work, t h e n we can s a l v a g e t h e 

e x i s t i n g e q u i p m e n t a t t h e v a l u e we have on h e r e . 

I n a d d i t i o n , t h e sunk w e l l b o r e c o s t s a l o n g 

t h e same l i n e s , t h i s w e l l b o r e has v a l u e o n l y because 

we can p r o d u c e i t o u t o f t h e F r u i t l a n d C o a l . I f t h e 

F r u i t l a n d C o a l i s u n p r o d u c t i v e , a l l o f a sudden t h i s 

w e l l b o r e d o e s n ' t have n e a r l y as much v a l u e . 

I n a d d i t i o n , b o t h o f t h o s e a r e sunk c o s t s 

t h a t M e r r i o n O i l & Gas i s n o t r i s k i n g a t t h i s t i m e . 

Q. As a f i n a l m a t t e r , I ' d l i k e you t o r e f e r t o 

what ' s been marked as E x h i b i t No. 8 and 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 8 i s an o p e r a t i n g a g r e e m e n t , Model 

Form O p e r a t i n g Agreement f r o m t h e AAPL t h a t M e r r i o n 

has s u b m i t t e d t o P h i l l i p s P e t r o l e u m u n d e r w h i c h we 

p r o p o s e t o o p e r a t e t h e s u b j e c t w e l l . 

Q. To y o u r k n o w l e d g e , i s t h i s a s t a n d a r d f o r m 
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o p e r a t i n g agreement i n common use i n t h i s area? 

A. To my kn o w l e d g e , i t i s . 

Q. Who do you p r o p o s e t o a c t as t h e o p e r a t o r 

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

A. M e r r i o n O i l & Gas. 

Q. Do you p r o p o s e t h e assessment o f 

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

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

A. We do p r o p o s e t h o s e . 

Q. What a r e t h e y ? 

A. The c o s t f o r t h e d r i l l i n g and r e c o m p l e t i o n 

w o u l d be a t $4,000 p e r month p r o r a t e d on a d a i l y 

b a s i s . The p r o d u c t i o n c h a r g e s , once we b e g i n 

p r o d u c t i o n , w o u l d be a t $342 p e r month. 

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

and c u s t o m a r y g i v e n t h e n a t u r e and l o c a t i o n o f t h i s 

r e c o m p l e t i o n o p e r a t i o n ? 

A. They a r e . 

Q. What i s t h e b a s i s f o r y o u r r e c o m m e n d a t i o n s 

on t h e s e c h a r g e s ? 

A. They a r e based on an E r n s t & Young s u r v e y 

where t h e y s u r v e y e d o p e r a t o r s t h r o u g h o u t t h e U n i t e d 

S t a t e s , and t h e y came up w i t h a v e r a g e v a l u e s t h a t a r e 

b e i n g c h a r g e d i n s p e c i f i c a r e a s f o r s p e c i f i c t y p e s o f 

w e l i s . 
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Q. I n y o u r 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 be i n t h e b e s t i n t e r e s t o f c o n s e r v a t i o n 

and r e s u l t i n t h e p r e v e n t i o n o f w a s t e 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. I n my o p i n i o n , i t w i l l . 

Q. Were E x h i b i t Nos. 5 t h r o u g h 8 e i t h e r 

p r e p a r e d by you o r a t y o u r d i r e c t i o n and un d e r y o u r 

s u p e r v i s i o n ? 

A. They were. 

MR. ROBERTS: Mr. Exami n e r , I ' d move t h e 

a d m i s s i o n o f E x h i b i t Nos. 5 t h r o u g h 8 on beha,lf o f t h e 

a p p l i c a n t . 

EXAMINER STOGNER: E x h i b i t s 5 t h r o u g h 8 

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. ROBERTS: I have no 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 on D i r e c t . 

Q. (BY EXAMINER STOGNER) L e t me see i f I --

MR. STOVALL: Mr. Examiner, b e f o r e we 

s t a r t , we've g o t a n o t h e r case coming up i n w h i c h 

M e r r i o n i s s e e k i n g t o f o r c e - p o o l c e r t a i n p a r t i e s , t h e 

s u b s e q u e n t , n e x t case t o be h e a r d ; i s t h a t c o r r e c t ? 

MR. ROBERTS: T h a t ' s c o r r e c t . 

MR. STOVALL: I s i t s i m i l a r i n t h e n a t u r e 

o f what has happened; i t ' s a p l u g - b a c k o f a p r i o r 

p r e v i o u s p r o d u c i n g w e l l ? 
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MR. ROBERTS: Ver y much. P r e t t y much 

i d e n t i c a l f a c t u a l c i r c u m s t a n c e s . 

MR. STOVALL: Pardon me? 

MR. ROBERTS: P r e t t y much i d e n t i c a l f a c t u a l 

c i r c u m s t a n c e s . We're t a l k i n g a b o u t d i f f e r e n t 

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

MR. STOVALL: And, Mr. K e l l a h i n , you a r e 

r e p r e s e n t i n g t h e p a r t y i n t h a t c a s e ; i s t h a t c o r r e c t ? 

MR. KELLAHIN: T h a t ' s r i g h t , Mr. S t o v a l l . 

MR. STOVALL: Some o f t h e -- a c t u a l l y , t h e 

f u n d a m e n t a l i s s u e s i n t h a t case, t h e d i f f e r e n c e s 

b etween t h e p a r t i e s and t h e r e a s o n y o u ' r e h e r e , Mr. 

K e l l a h i n , i s because — a d d r e s s i n g some o f t h e s e 

u n i q u e p r o b l e m s r e l a t e d t o c o s t s and a l l o c a t i o n s and 

r i s k f a c t o r s ? 

MR. KELLAHIN: The same d i s c u s s i o n y o u ' r e 

a b o u t t o have w i t h Mr. Sharpe, we're g o i n g t o have 

t h a t same d i s c u s s i o n h e r e i n a few m i n u t e s i n t h e 

s u b s e q u e n t case. 

MR. STOVALL: Mr. Examiner, I'm g o i n g t o 

make a u n i q u e r e c o m m e n d a t i o n . You can see i t coming, 

c a n ' t you? 

EXAMINER STOGNER: Um-hm. 

MR. STOVALL: R a t h e r t h a n us s i t up h e r e 

and do t h i s once w i t h Mr. Sharpe and t h e n s t e i r t o v e r 
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and do i t a g a i n w i t h Mr. K e l l a h i n , I'm g o i n g t o 

recommend t h a t we l e a v e t h i s r e c o r d open, c a l l t h e 

n e x t c a s e , l e t M e r r i o n p u t on i t s case i n t h a t c ase, 

and have t h i s d i s c u s s i o n i n t h e c o n t e x t o f t h a t case 

because I t h i n k t h e r e ' s no p o i n t i n us s i t t i n g h e r e 

and d o i n g i t once and t h e n h a v i n g you go back and do 

i t a g a i n . I t h i n k i t b e n e f i t s e v e r y b o d y t o do t h a t . 

MR. KELLAHIN: We w o u l d e n c o u r a g e you t o do 

t h a t . I t h i n k t h e r e ' s some economy o f e f f o r t i f we do 

f o l l o w t h a t p r o c e d u r e . 

MR. STOVALL: Economy o f e f f o r t , and we'd 

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

p a r t i e s a p p e a r i n g i n t h a t . T h a t may be t h e way t o do 

i t . So I t h i n k , u n l e s s , Mr. Examiner, i f you have any 

q u e s t i o n s , i t m i g h t n o t be -- we can p r o b a b l y do i t 

a l l t h e r e because we can ask Mr. Sharpe — t h e r e c o r d 

w i l l be open i n b o t h c a s e s , and we can ask Mr. Sharpe 

t h e same q u e s t i o n s , and I assume t h e answers w i l l be 

p r e t t y c o n s i s t e n t i n b o t h c a s e s . 

MR. ROBERTS: There a r e some b a s i c f a c t u a l 

d i f f e r e n c e s b u t t h e c o n c e p t s a r e i d e n t i c a l . We'd l i k e 

t o g e t t h o s e b a s i c f a c t u a l d i f f e r e n c e s on t h e r e c o r d 

i n t h e n e x t c a s e , and I t h i n k t h e q u e s t i o n s t h a t Tom 

i s g o i n g t o have a r e g o i n g t o be s i m i l a r t o t h e 

q u e s t i o n s y o u ' r e g o i n g t o have. I t h i n k i t ' s a good 
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i d e a . I t h o u g h t a b o u t recommending s o m e t h i n g l i k e 

t h a t i n t h e b e g i n n i n g b u t d i d n ' t know e x a c t l y how t o 

a c c o m p l i s h i t . 

MR. STOVALL: I ' d k i n d o f f o r g o t t e n what 

t h e cases were a b o u t i n t h e a p p l i c a t i o n , b u t I t h i n k 

t h a t m i g h t be an e f f i c i e n t way t o do t h i s . 

THE WITNESS: Can I go? 

EXAMINER STOGNER: No, hang on j u s t a sec 

h e r e . T h e r e ' s one l i t t l e d i f f e r e n c e I want t o t o u c h 

upon i n t h i s one, and t h e n I w i l l s h u t up. 

EXAMINATION 

BY EXAMINER STOGNER: 

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

F r u i t l a n d C o a l . You m e n t i o n e d s o m e t h i n g a b o u t a c o a l 

t a x c r e d i t . What k i n d o f i n f l u e n c e d i d t h a t have on 

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

A. A m a j o r i n f l u e n c e . 

Q. Can you e l a b o r a t e ? 

A. C e r t a i n l y i t i n f l u e n c e d t h e t i m i n g and was 

one o f t h e r e a s o n s t h e r e c o m p l e t i o n was done b e f o r e we 

g o t o a r ducks i n a row on o w n e r s h i p and were a b l e t o 

g e t p e o p l e i n v o l v e d f r o m day one. 

Q. And what was t h a t t i m e f r a m e , as you 

u n d e r s t a n d ? 

A. The t i m e frame was t h e f a c t t h a t t h e 
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f o r m a t i o n had t o be p e r f o r a t e d , as we u n d e r s t o o d , by 

December 3 1 , 1992, f o r t h e w e l l b o r e t o q u a l i f y f o r t h e 

t a x c r e d i t . 

Q. And was i t -- you s a i d t h e w e l l b o r e 

p e r f o r a t e d , p e r f o r a t e d i n t h e B a s i n F r u i t l a n d Coal? 

A. B a s i n F r u i t l a n d C o a l , y e s , s i r . 

Q. And was t h a t a c c o m p l i s h e d ? 

A . Yes, i t was. 

EXAMINATION 

BY MR. STOVALL: 

Q. S i n c e you've asked t h a t q u e s t i o n , I guess 

t h i s a c t u a l l y c o u l d a f f e c t b o t h c a s e s , b u t t h e t a x 

c r e d i t w o u l d i n u r e t o t h e b e n e f i t o f a l l t h e w o r k i n g 

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

w e l l , n o t j u s t t o M e r r i o n ; i s t h a t c o r r e c t ? 

A. Yes, i t w o u l d . And, a g a i n , f r o m t h a t 

s t a n d p o i n t , t h i s w e l l b o r e has more v a l u e t h a n a new 

w e l l w o u l d t o P h i l l i p s P e t r o l e u m . 

EXAMINER STOGNER: W i t h t h a t , a t l e a s t what 

I say a t t h i s p o i n t , s i n c e t h e B a s i n F r u i t l a n d C oal 

r e a c h e s o u t and g r a b s my a t t e n t i o n t h a t i t i s unde r 

t h e t a x c r e d i t , and I'm n o t aware t h a t t h e p a r t i c u l a r 

F r u i t l a n d sand i n t h e n e x t one i s , I wan t e d t o g e t 

t h a t l i n e o f q u e s t i o n i n g o u t . W i t h t h a t we can — 

MR. STOVALL: L e t me ask j u s t one more 
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q u e s t i o n , and I t h i n k i t ' s an i s s u e . 

Q. Have you a d d r e s s e d t h e i s s u e -- assuming 

t h a t you were g r a n t e d a p e n a l t y , does t h e t a x c r e d i t 

on t h a t p e n a l i z e d r e v e n u e i n u r e t o t h e b e n e f i t o f 

P h i l l i p s o r t o M e r r i o n ? 

A. The p e n a l t y w o u l d be — I w o u l d assume t h a t 

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

c e r t a i n l y p a r t o f o u r r e v e n u e , I guess I w o u l d 

r e a s o n a b l y assume, w o u l d be t h e t a x c r e d i t . So t h e 

p e n a l t y -- t h e t a x c r e d i t r e v e n u e t h a t was g e n e r a t e d 

f r o m t h a t w o u l d a p p l y t o t h e p e n a l t y , and a t t h a t 

p o i n t i n t i m e , P h i l l i p s w o u l d back i n as an owner o f 

t h e w e l l . 

Q. So, i n o t h e r w o r d s , t o t h e e x t e n t t h a t you 

g o t a t a x c r e d i t , w h i c h e v e r s i d e o f t h e l e d g e r s h e e t 

you p u t i t on, i t w o u l d e i t h e r be a r e d u c t i o n o f 

expense o r an i n c r e a s e i n rev e n u e ? 

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

Q. So M e r r i o n w o u l d n o t r e c e i v e a l l o f t h e 

money f r o m P h i l l i p s ' s h a r e and t h e n t h e t a x c r e d i t 

p l u s . A c t u a l l y , P h i l l i p s w o u l d r e a l l y have a 

b e n e f i c i a l r e s u l t f r o m t h e t a x c r e d i t ; i s t h a t 

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

A. T h a t w o u l d be my i n t e r p r e t a t i o n , b u t even 

as I say t h a t . M e r r i o n O i l & Gas i t s e l f does n o t 
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q u a l i f y f o r t h e t a x c r e d i t . 

Q. T h a t ' s n o t an i s s u e because i f you d o n ' t 

q u a l i f y f o r i t , i t d o e s n ' t come i n . 

A. R i g h t . 

Q. You've g o t t o d e a l w i t h P h i l l i p s w h e t h e r 

you can s e l l i t t o them o r somebody e l s e o r w h a t e v e r . 

A. R i g h t . 

Q. And I'm c e r t a i n l y n o t a s k i n g f o r you a t a x 

o p i n i o n . I j u s t w a n ted y o u r --

A. My o p i n i o n i s t h a t M e r r i o n ' s f u l l r e v e n u e , 

w h a t e v e r we r e c e i v e , and c e r t a i n l y i f we were 

r e c e i v i n g b e n e f i t f r o m t h e t a x c r e d i t i n any way 

a s s o c i a t e d w i t h t h i s w e l l w o u l d go t o w a r d p a y o u t and 

r e c o v e r y o f t h e p e n a l t y . 

MR. STOVALL: T h a t answers t h a t q u e s t i o n . 

N o t h i n g f u r t h e r a t t h i s t i m e . 

EXAMINER STOGNER: P r o c e d u r a l l y , w o u l d we 

t a k e t h i s one under r e c e s s o r i n c o r p o r a t e t h e r e c o r d , 

Mr. S t o v a l l ? 

MR. STOVALL: I t h i n k what we do i s we 

r e c e s s t h i s case, b u i l d t h e r e c o r d i n e i t h e r one, and 

t h e n i n c o r p o r a t e t h a t r e c o r d back i n t o t h i s case. 

( T h e r e u p o n , a d i s c u s s i o n was h e l d 

o f f t h e r e c o r d , a r e c e s s was t a k e n , 

and Case 10801 was begun. P l e a s e 
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r e f e r e n c e t h e t r a n s c r i p t i n Case 10801, 

page 57, L i n e 11.) 

* * * 

EXAMINER STOGNER: Case 10800 w i l l be 

c o n t i n u e d t o t h e e x a m i n e r h e a r i n g s c h e d u l e d f o r 

September 9, 1993. 
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STATE OF NEW MEXICO ) 
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I , Deborah O'Bine, C e r t i f i e d S h o r t h a n d 
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h e a r i n g . 
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i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f t h i s m a t t e r . 
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