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HEARING EXAMINER: C a l l case 9801. 

MR. STOVALL: A p p l i c a t i o n of Conoco, I n c . , 

f o r compulsory p o o l i n g , Eddy County, New Mexico. 

HEARING EXAMINER: Appearances. 

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n of t h e Santa Fe law f i r m of K e l l a h i n , 

K e l l a h i n & Aubrey. I'm a p p e a r i n g on b e h a l f of the 

A p p l i c a n t , Conoco, I n c . 

MR. RICHARDS: My name i s Damon R i c h a r d s 

w i t h t h e law f i r m of Sanders, B r u i n , C o l l & Worley, i n 

R o s w e l l , New Mexico. I'm a p p e a r i n g f o r K a t h l e e n Cone, 

Douglas Cone, Tom R. Cone, Kenneth G. Cone, C l i f f o r d 

Cone, and Cathy Cone Auvenshine. 

HEARING EXAMINER: A l l r i g h t . 

MR. STOVALL: Would you make sure t he 

r e p o r t e r has g o t a l l t h e names c o r r e c t l y . 

MR. KELLAHIN: Mr. Examiner, on b e h a l f of 

my c l i e n t I have met w i t h Mr. Ri c h a r d s t h i s morning on 

b e h a l f of h i s c o l l e c t i v e c l i e n t s , t he Cone f a m i l y 

i n t e r e s t i n t h e s p a c i n g u n i t . There are some i s s u e s 

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

each o t h e r c o n c e r n i n g t h e o p e r a t i o n s f o r t h e s u b j e c t 

w e l l . 

There i s an o p p o r t u n i t y , I b e l i e v e , f o r a 

v o l u n t a r y agreement among a l l p a r t i e s , and t o g i v e 
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each s i d e t h e f u l l o p p o r t u n i t y of e x p l o r i n g t h a t t o 

i t s f u l l e s t , I would l i k e t o r e q u e s t , w i t h 

Mr. R i c h a r d s ' c o n c u r r e n c e , t h a t t he case be c o n t i n u e d 

t o t h e d o c k e t of November 1 5 t h , and t h a t i f he and I 

and our r e s p e c t c l i e n t s are u n s u c c e s s f u l i n r e a c h i n g a 

v o l u n t a r y agreement, t h e n w e ' l l come b e f o r e t he 

Examiner on t h a t d a t e and p r e s e n t the compulsory 

p o o l i n g a p p l i c a t i o n . So we would l i k e t o r e q u e s t t h a t 

t h i s case be c o n t i n u e d . 

HEARING EXAMINER: Very good. I s t h e r e any 

o b j e c t i o n ? 

MR. RICHARDS: No. We concur on t h a t . 

HEARING EXAMINER: Case 9801 w i l l be 

c o n t i n u e d t o t h e November 1 5 t h Examiner H e a r i n g . 

^03 Iii 

heard by )"* ??af.' 
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1 HEARING EXAMINER: C a l l case 9801. 

2 MR. STOVALL: A p p l i c a t i o n of Conoco, I n c . , 

3 f o r compulsory p o o l i n g , Eddy County, New Mexico. 

4 A p p l i c a n t requests t h i s case be c o n t i n u e d 

5 to November 29, 1989. 

6 HEARING EXAMINER: Case 9801 i s hereby 

7 continued to November 29. 
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8 f o r e g o i n g t r a n s c r i p t of proceedings b e f o r e the O i l 

9 Con s e r v a t i o n D i v i s i o n was r e p o r t e d by me; t h a t I 

10 caused my notes t o be t r a n s c r i b e d under my pe r s o n a l 

11 s u p e r v i s i o n ; and t h a t the f o r e g o i n g i s a t r u e and 

12 a c c u r a t e r e c o r d of the pro c e e d i n g s . 

13 I FURTHER CERTIFY t h a t I am not a r e l a t i v e 

14 or employee of any of the p a r t i e s or a t t o r n e y s 

15 i n v o l v e d i n t h i s matter and t h a t I have no p e r s o n a l 

16 i n t e r e s t i n the f i n a l d i s p o s i t i o n of t h i s m a t t e r . 

17 WITNESS MY HAND AND SEAL November 25, 1989. 
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1 HEARING EXAMINER: This h e a r i n g w i l l come 

2 t o o r d e r . C a l l the next case, Case Number 9801. 

3 MR. STOVALL: A p p l i c a t i o n of Conoco, I n c . , 

4 f o r compulsory p o o l i n g , Eddy County, New Mexico. 

5 HEARING EXAMINER: C a l l f o r appearances. 

6 MR. KELLAHIN: Mr. Examiner, I'm Tom 

7 K e l l a h i n o f the Santa Fe Law Firm of K e l l a h i n , 

8 K e l l a h i n & Aubrey. I'm appearing on b e h a l f of the 

9 A p p l i c a n t , and I have t h r e e w itnesses t o be sworn. 

10 HEARING EXAMINER: Are t h e r e any other 

11 appearance i n t h i s m atter? W i l l the witnesses please 

12 stand t o be sworn. 

13 (Thereupon, the witnesses were sworn.) 

14 HEARING EXAMINER: Mr. K e l l a h i n . 

15 MR. KELLAHIN: Thank you, Mr. Examiner. 

16 Mr. Examiner, f o r your i n f o r m a t i o n , t h i s case was 

17 o r i g i n a l l y on the h e a r i n g docket f o r November 1 s t , at 

18 which time I appeared on b e h a l f of Conoco, I n c . , and 

19 Mr. Daymon R i c h a r d s , an a t t o r n e y i n Ro s w e l l , New 

20 Mexico, appeared on b e h a l f of the Cone f a m i l y 

21 i n t e r e s t s . 

22 We're seeking t o have those i n t e r e s t s 

23 pooled i n the spacing u n i t f o r the d r i l l i n g of t h i s 

24 w e l l . The names and addresses of the Cone f a m i l y 

25 members are shown on one of our e x h i b i t s . 

CUMBRE COURT REPORTING 
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1 At Mr. Daymon's request at the November 1st 

2 h e a r i n g , t h i s case was c o n t i n u e d t o g i v e the Cone 

3 f a m i l y an o p p o r t u n i t y t o f u r t h e r n e g o t i a t e w i t h Conoco 

4 f o r t h e i r v o l u n t a r y p a r t i c i p a t i o n i n the spacing 

5 u n i t . The case was docketed f o r November 15th and 

6 then i t c o n t i n u e d again t o today's h e a r i n g , November 

7 2 9 t h . 

8 I n the i n t e r i m , a l l but one of the Cone 

9 f a m i l y i n t e r e s t s has been v o l u n t a r i l y committed t o the 

10 spacing u n i t , and d e s p i t e our e f f o r t s we were unable 

11 t o get the l a s t Cone f a m i l y member t o p a r t i c i p a t e . 

12 That i n d i v i d u a l ' s name i s Cathy Cone Auvenshine, and 

13 so we're compelled t o go ahead w i t h our p o o l i n g case 

14 at t h i s t i m e , Mr. Examiner. 

15 I would l i k e t o c a l l at t h i s time Mr. J e r r y 

16 Hoover. Mr. Hoover i s a pe t r o l e u m engineer w i t h 

17 Conoco, and has t e s t i f i e d on p r i o r o ccasions. 

18 JERRY HOOVER 

19 C a l l e d as a wit n e s s h e r e i n , having been f i r s t d u l y 

20 sworn upon h i s o a t h , t e s t i f i e d as f o l l o w s : 

21 EXAMINATION 

22 BY MR. KELLAHIN: 

23 Q. Mr. Hoover, f o r the r e c o r d , would you 

24 please s t a t e your name and o c c u p a t i o n . 

25 A. I'm J e r r y Hoover. I am s e n i o r r e s e r v o i r 

CUMBRE COURT REPORTING 
(505) 984-2244 



6 

1 engineer w i t h Conoco. 

2 Q. Mr. Hoover, would you d e s c r i b e what 

3 involvement you have had i n the development of a 

4 spacing u n i t and a w e l l f o r the s u b j e c t a p p l i c a t i o n of 

5 Conoco today? 

6 A. I've prepared or su p e r v i s e d the p r e p a r a t i o n 

7 of the f i r s t s i x e x h i b i t s . 

8 Q. Would you d e s c r i b e f o r the Examiner what 

9 Conoco i s seeking t o accomplish w i t h t h i s a p p l i c a t i o n ? 

10 A. We seek the compulsory p o o l i n g of a l l the 

11 working i n t e r e s t s , from the s u r f a c e t o the base of the 

12 Cisco Canyon Format i o n , u n d e r l y i n g the southwest 

13 q u a r t e r of S e c t i o n 36, Township 19 South, Range 24 

14 East, i n Eddy County, f o r the d r i l l i n g of the Dee 

15 St a t e Well No. 2. 

16 Q. Let me d i r e c t your a t t e n t i o n , Mr. Hoover, 

17 t o E x h i b i t 1. Does t h a t e x h i b i t i d e n t i f y and d e s c r i b e 

18 the spacing u n i t and the w e l l l o c a t i o n f o r t h i s w e l l ? 

19 A. Yes, i t does. This Well L o c a t i o n and 

20 Acreage D e d i c a t i o n P l a t shows the proposed 160-acre 

21 p r o r a t i o n u n i t i n the southwest corner of Sec t i o n 36. 

22 The w e l l i s t o be l o c a t e d at 660 f e e t from the south 

23 l i n e and 990 f e e t from the west l i n e i n t h a t s e c t i o n . 

24 MR. STOVALL: Excuse me Mr. K e l l a h i n . I 

25 may be jumping the gun on you. You s t a t e d t h a t Mr. 

CUMBRE COURT REPORTING 
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1 Hoover has t e s t i f i e d b e f o r e , but d i d you wish t o 

2 q u a l i f y him? 

3 MR. KELLAHIN: I have not tendered him as 

4 an e x p e r t y e t . I was j u s t l a y i n g the f o u n d a t i o n t o do 

5 so . 

6 MR. STOVALL: A l l r i g h t . I wanted t o make 

7 sure. Okay. 

8 MR. KELLAHIN: Thank you. 

9 Q. Describe f o r us the p r i m a r y o b j e c t i v e 

10 format i o n t h a t t h i s w e l l i s t a r g e t e d f o r , Mr. Hoover. 

11 A. This i s t a r g e t e d f o r the Cisco Canyon 

12 Format i o n . 

13 Q. What type of f o r m a t i o n i s t h a t ? 

14 A. That i s a d o l o m i t e f o r m a t i o n . 

15 Q. I s t h i s a gas pr o d u c i n g or an o i l p r o d u c i n g 

16 r e s e r v o i r ? 

17 A. This r e s e r v o i r i s o i l p r o d u c i n g . 

18 Q. And, t o the best of your knowledge, what i s 

19 the d e s i g n a t i o n of the p o o l t o which t h i s w e l l and 

20 spacing u n i t would be dedic a t e d ? 

21 A. We a n t i c i p a t e t h i s would be on the North 

22 Dagger Draw, Upper Pennsylvania Pool. 

23 Q. Have you, as a pe t r o l e u m e n g i n e e r , made a 

24 study of the g e o l o g i c and e n g i n e e r i n g f a c t s 

25 s u r r o u n d i n g the performance of the w e l l s i n t h i s p ool 

CUMBRE COURT REPORTING 
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1 and your assessment of the pros p e c t as you've l o c a t e d 

2 i t here i n t h i s u n i t ? 

3 A. Yes, I have. 

4 MR. KELLAHIN: Mr. Examiner, we tender Mr. 

5 Hoover as an e x p e r t p e t r o l e u m e n g i n e e r . 

6 HEARING EXAMINER: Mr. Hoover i s so 

7 q u a l i f i e d . 

8 Q. Mr. Hoover, l e t me d i r e c t your a t t e n t i o n , 

9 s i r , t o what i s marked as E x h i b i t No. 2. I s t h i s a l s o 

10 an e x h i b i t t h a t you prepared or caused t o be prepared 

11 under your d i r e c t i o n and s u p e r v i s i o n ? 

12 A. Yes, i t i s . 

13 Q. Would you d e s c r i b e f o r us what t h i s e x h i b i t 

14 shows? 

15 A. This map shows a l l of the w e l l s and 

16 o p e r a t o r s i n the area of the Dee Stat e 2, which i s 

17 i n d i c a t e d by the arrow and the l a r g e d o t . The dashed 

18 box around the Dee State 2 i s the 160-acre standard 

19 p r o r a t i o n u n i t t h a t we're seeking t h r o u g h t h i s 

20 compulsory p o o l i n g . 

21 Conoco has r e c e i v e d 98.75 pe r c e n t of 

22 a p p r o v a l f o r c o m m u n i t i z a t i o n o f t h i s 160 acre s , and 

23 c o m m u n i t i z a t i o n and j o i n t o p e r a t i n g agreements have 

24 been signed by those p a r t i e s . The next w i t n e s s w i l l 

25 d i s c u s s , i n more d e t a i l , those agreements. 

CUMBRE COURT REPORTING 
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1 Q. S i r , l e t ' s t u r n t o E x h i b i t No. 3 and have 

2 you i d e n t i f y and d e s c r i b e t h a t e x h i b i t . 

3 A. This i s the same base map as E x h i b i t 2, but 

4 showing the c o m p l e t i o n h o r i z o n s f o r a l l of these w e l l s 

5 as i n d i c a t e d underneath the w e l l s . A l s o , a l l of the 

6 Cisco o i l w e l l s are h i g h l i g h t e d by the pink d o t s . 

7 I would l i k e f o r you t o n o t i c e the t r e n d 

8 t h a t i s e s t a b l i s h e d by these Cisco co m p l e t i o n s t h a t 

9 are h i g h l i g h t e d . Beginning i n the upper r i g h t corner 

10 y o u ' l l n o t i c e t h a t they d e f i n e a n o r t h e a s t t o 

11 southwest c o r r i d o r , a f a i r l y narrow band of 

12 p r o d u c t i v e , c o m m e r c i a l l y p r o d u c t i v e pay e x i s t f o r the 

13 Cisco along t h i s o r i e n t a t i o n . 

14 Q. When I look at the d i s p l a y and see the 

15 S e c t i o n 1 immediately t o the south of your spacing 

16 u n i t , t h e r e ' s a Yates-Cisco w e l l ? 

17 A. Yes. 

18 Q. With the e x c e p t i o n of t h a t Yates w e l l , are 

19 t h e r e any other C i s c o - p r o d u c i n g w e l l s t o the south and 

20 west w i t h i n t h i s pool? 

21 A. Not w i t h i n t h i s p o o l . 

22 Q. This r e p r e s e n t s , t h e n , the southwestern 

23 c u r r e n t e x t e n t of the development f o r Cisco o i l 

24 p r o d u c t i o n i n the r e s e r v o i r ? 

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

CUMBRE COURT REPORTING 
(505) 984-2244 



10 

1 Q. Let's look at E x h i b i t No. 4, Mr. Hoover, 

2 and have you i d e n t i f y and d e s c r i b e t h a t e x h i b i t . 

3 A. A l l r i g h t . This base map shows o n l y the 

4 Cisco c o m p l e t i o n s and gi v e s r e c o v e r y i n f o r m a t i o n f o r 

5 the c l o s e s t o f f s e t s t o t h i s proposed Dee St a t e No. 2. 

6 Y o u ' l l note the w e l l t o the south i n 

7 Se c t i o n 1, t h a t Mr. K e l l a h i n j u s t r e f e r r e d t o , t h i s i s 

8 the Foster AN No. 1. I t was completed o n l y i n 1987 

9 and has re c o v e r e d , i n about two yea r s ' t i m e , about 

10 136,000 b a r r e l s of o i l . I t ' s s t i l l p r o d u c i n g at 140 

11 b a r r e l - p e r - d a y r a t e w i t h about 700 MCF gas. So t h i s 

12 was the p r i m a r y i n d i c a t o r t o us t h a t i t would be a 

13 p r o d u c t i v e w e l l i n our l e a s e , a l s o . 

14 Also t o the n o r t h , up i n S e c t i o n 36, you 

15 see the Sta t e CO Com, and then t o the northwest i n 

16 S e c t i o n 35, the Roden Federal GD . These are very 

17 r e c e n t l y d r i l l e d w e l l s by Yates. They've been d r i l l e d 

18 t h i s year. We have o n l y i n i t i a l f l o w i n f o r m a t i o n on 

19 them, but the y a l s o appear t o be co m m e r c i a l l y 

20 p r o d u c t i v e w e l l s . 

21 Q. I s t h e r e any Cisco p r o d u c i n g w e l l s i n 

22 S e c t i o n 6, t o the south and east of your s e c t i o n ? 

2 3 A. No. 

24 Q. And i n S e c t i o n 3 1 , immediately t o the east 

25 of S e c t i o n 36, i s t h e r e any pro d u c i n g Cisco w e l l s i n 
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1 t h a t s e c t i o n ? 

2 A. Not at t h i s t i m e . There i s a plugged w e l l 

3 i n t h a t s e c t i o n i n the upper p a r t t h e r e you see. 

4 Q. And the d i a g o n a l o f f s e t t i n g s e c t i o n t o the 

5 south and west i n S e c t i o n 2, t h e r e are no Cisco 

6 pr o d u c i n g w e l l s i n t h a t s e c t i o n ? 

7 A. No, t h e r e are n o t . 

8 Q. Let me d i r e c t your a t t e n t i o n , Mr. Hoover, 

9 t o E x h i b i t No. 5. Would you i d e n t i f y and d e s c r i b e 

10 t h a t d i s p l a y f o r us? 

11 A. Yes. E x h i b i t 5 i s a combined s t r u c t u r e and 

12 isopach map. Y o u ' l l n o t i c e t h a t the s t r u c t u r a l 

13 c o n t o u r s are the y e l l o w dashed l i n e s , w h i l e the 

14 isopach are the s o l i d black l i n e s . The Cisco w e l l s 

15 are h i g h l i g h t e d by the pink d o t s . 

16 Let's look f i r s t at the s t r u c t u r e , the 

17 y e l l o w l i n e s . Y o u ' l l n o t i c e i t ' s v e r y g e n t l y d i p p i n g 

18 monocline, d i p p i n g from your l e f t , or the west, t o the 

19 e a s t . Y o u ' l l n o t i c e these c o n t o u r s are p a r a l l e l t o 

20 the o r i e n t a t i o n o f the Cisco c o m p l e t i o n s , the 

21 n o r t h e a s t t o southwest t r e n d we p o i n t e d out 

22 p r e v i o u s l y . They p a r a l l e l t h a t area. And a l l the 

23 p r o d u c t i v e w e l l s are i n the m i d - s e c t i o n of t h i s 

24 s t r u c t u r a l f e a t u r e . 

25 As you move down s t r u c t u r e t o the r i g h t , or 
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1 t o the e a s t , t h a t ' s moving i n t o 100-percent water 

2 p r o d u c t i o n . As you move t o the west, t o the upper 

3 p a r t of the s t r u c t u r e , i t s t r a t i g r a p h i c a l l y pinches 

4 o u t , so the m i d - s e c t i o n here i s the p r o d u c t i v e area. 

5 Now, i f y o u ' l l look at the s o l i d black 

6 c o n t o u r s , those are the isopach l i n e s . These l i n e s 

7 are i s o p a c h i n g the t o t a l gross d o l o m i t e i n t h i s 

8 s e c t i o n . And y o u ' l l note r i g h t i n the middle of t h i s 

9 map, ru n n i n g d i a g o n a l l y , i s the t h i c k e s t p o r t i o n of 

10 the d o l o m i t e s e c t i o n , r u n n i n g between 100 and 150 f e e t 

11 t h i c k . On e i t h e r s i d e i t goes t o zero. 

12 Now, s u c c e s s f u l development r e q u i r e s these 

13 two c h a r a c t e r i s t i c s , a t h i c k p a r t of the d o l o m i t e and 

14 being i n the middle p a r t of t h i s s t r u c t u r a l f e a t u r e . 

15 Q. Have you prepared a diagram of the 

16 p o t e n t i a l w e l l b o r e f o r the d r i l l i n g and co m p l e t i o n of 

17 the w e l l , Mr. Hoover? 

18 A. Yes, we have. 

19 Q. I s t h a t shown on E x h i b i t 6? 

20 A. Yes , s i r . 

21 Q. Would you i d e n t i f y and d e s c r i b e t h a t 

22 ; d i s p l a y f o r us? 

23 A. E x h i b i t 6 shows a t y p i c a l w e l l b o r e diagram 

24 f o r a Cisco c o m p l e t i o n i n t h i s area. This i s what i s 

25 proposed f o r the Dee Stat e No. 2. Y o u ' l l note t h a t 
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1 the s u r f a c e c a s i n g w i l l go t o 1,200 f e e t , w i l l be 

2 c i r c u l a t e d t o s u r f a c e t o se a l o f f a l l of the known 

3 water sands i n the area. P r o d u c t i o n c a s i n g w i l l go t o 

4 a depth of 8,100 f e e t and w i l l a lso be c i r c u l a t e d t o 

5 s u r f a c e . 

6 Q. I s the Cisco p r o d u c t i o n i n t h i s area one 

7 t h a t experiences t y p i c a l r i s k s i n d r i l l i n g and 

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

9 A. Yes, I t h i n k i t does. 

10 Q. E x h i b i t s 1 th r o u g h 6, were they prepared by 

11 you or under your d i r e c t i o n and s u p e r v i s i o n , Mr. 

12 Hoover? 

13 A. Yes, they were. 

14 Q. The i n f o r m a t i o n on the c o n f i g u r a t i o n of the 

15 v a r i o u s leases w i t h i n the south h a l f of S e c t i o n 36, i s 

16 t h a t something f o r another witness? 

17 A. I would be gl a d t o comment on t h a t . 

18 Q. W e l l , are you f a m i l i a r w i t h the ownership 

19 w i t h i n the south h a l f of S e c t i o n 36? 

20 A. Oh, yes. The d e t a i l s of t h a t w i l l be i n a 

21 c o m m u n i t i z a t i o n agreement. 

22 MR. KELLAHIN: That concludes my 

23 examination of Mr. Hoover, Mr. Stogner. We would move 

24 the i n t r o d u c t i o n of h i s E x h i b i t s 1 th r o u g h 6. 

25 HEARING EXAMINER: E x h i b i t s 1 throu g h 6 
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1 w i l l be a d m i t t e d i n t o evidence. 

2 EXAMINATION 

3 BY MR. STOGNER: 

4 Q. Mr. Hoover, you've s u b m i t t e d q u i t e a b i t of 

5 i n f o r m a t i o n s u p p o r t i n g the Cisco c o m p l e t i o n . Are 

6 t h e r e any other f o r m a t i o n s spaced on 160 t h a t c o u l d be 

7 encountered t h a t might be pr o d u c i n g i n t h i s area? 

9 f o l l o w - u p p r o d u c t i o n i n the Wolfcamp. That's r a t h e r 

10 s p o t t y i n t h i s area, but t h e r e ' s always a p o s s i b i l i t y 

11 of t h a t . The Morrow i s r a t h e r u n p r e d i c t a b l e . We're 

12 not d r i l l i n g t o t h a t . That's the o n l y one I'm aware 

13 of t h a t might be a p o s s i b l e back-up. 

14 Q. And on E x h i b i t No. 3 you d i d show at l e a s t 

15 one Wolfcamp w e l l i n t h e r e . I s t h a t the o n l y Wolfcamp 

16 producer? 

17 A. That i s the o n l y Wolfcamp producer w i t h i n 

18 the area of t h i s map. 

19 HEARING EXAMINER: I have no other 

20 q u e s t i o n s f o r Mr. Hoover. 

21 MR. KELLAHIN: My next w i t n e s s i s Judy 

22 McLemore. 

2 3 JUDY McLEMORE 

24 C a l l e d as a wi t n e s s h e r e i n , a f t e r having been f i r s t 

25 d u l y sworn upon her o a t h , t e s t i f i e d as f o l l o w s : 

8 A. There's a p o s s i b i l i t y of perhaps some 
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1 EXAMINATION 

2 BY MR. KELLAHIN: 

3 Q. Ms. McLemore, would you please s t a t e your 

4 name and o c c u p a t i o n . 

5 A. My name i s J u l y McLemore, and I'm a se n i o r 

6 e n v i r o n m e n t a l a n a l y s t f o r Conoco. 

7 Q. Y o u ' l l have t o speak up a b i t ; you're 

8 s o f t - s p o k e n , Judy. Would you s p e l l your l a s t name 

9 f o r the c o u r t r e p o r t e r . 

10 A. M C L E M O R E . 

11 Q. Ms. McLemore, would you d e s c r i b e f o r the 

12 Hearing Examiner what i t i s t h a t you do f o r your 

13 company t h a t would have importance t o your involvement 

14 i n t h i s p a r t i c u l a r case? 

15 A. Okay. Relevant t o t h i s case I c o o r d i n a t e d 

16 or prepared E x h i b i t s 7 th r o u g h 15 t o demonstrate the 

17 ownership i n t h i s acreage, the proposed r i s k p e n a l t i e s 

18 and the proposed c o s t a l l o w e d f o r overhead c o s t . 

19 Q. As p a r t of your d u t i e s as a j o i n t 

20 o p e r a t i o n s a n a l y s t , would you d e s c r i b e the kinds of 

21 t h i n g s t h a t you do? 

22 A. Okay. My p r e v i o u s j o b was the j o i n t 

23 o p e r a t i o n s a n a l y s t , and i n t h a t p o s i t i o n I was 

24 r e s p o n s i b l e f o r n e g o t i a t i n g j o i n t o p e r a t i n g 

25 agreements, f o r i n s u r i n g t h a t our c o n t r a c t s were 
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1 a d m i n i s t e r e d p r o p e r l y , and f o r h a n d l i n g any qu e s t i o n s 

2 from j o i n t i n t e r e s t owners and r o y a l t y owners. 

3 Q. As p a r t of your d u t i e s , are you f a m i l i a r or 

4 have you made y o u r s e l f f a m i l i a r w i t h the ownership 

5 w i t h i n the spacing u n i t t h a t ' s proposed f o r t h i s w e l l , 

6 being the southwest q u a r t e r of S e c t i o n 36? 

7 A. Yes, I have. 

8 Q. And as p a r t of your d u t i e s , have you made a 

9 study and i n v e s t i g a t i o n of the v a r i o u s w e l l c o s t s t h a t 

10 are being u t i l i z e d by your company and o t h e r s w i t h i n 

11 t h i s immediate v i c i n i t y ? 

12 A. Yes, I have. 

13 Q. And as an a n a l y s t , have you determined 

14 whether or n o t , i n your o p i n i o n , the proposed c o s t s 

15 t h a t Conoco proposes f o r t h i s w e l l are f a i r and 

16 reasonable? 

17 A. Yes, I have. 

18 Q. I n a d d i t i o n , have you been i n v o l v e d w i t h 

19 o t h e r members or employees of Conoco i n d i s c u s s i n g and 

20 n e g o t i a t i n g , on a v o l u n t a r y b a s i s , the p a r t i c i p a t i o n 

21 of the working i n t e r e s t owners i n the spacing u n i t ? 

22 A. Yes, I have. 

23 Q. And do you have recommendations t o the 

24 Examiner f o r r i s k f a c t o r p e n a l t i e s and f o r overhead 

25 r a t e s t o be assigned i n t h i s case? 
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1 : A. Yes, I do. 

2 MR. KELLAHIN: Mr. Examiner, we would 

3 tender Ms. McLemore as an e x p e r t j o i n t o p e r a t i o n s 

4 a n a l y s t . 

5 HEARING EXAMINER: Ms. McLemore i s so 

6 q u a l i f i e d . 

7 Q. To g i v e the Examiner some background, would 

8 you take what i s marked as E x h i b i t No. 7 and e x p l a i n 

9 t o us the--and perhaps l e t ' s do i t w i t h one of the 

10 ot h e r d i s p l a y s t h a t Mr. Hoover used, where i t ' s 

11 o u t l i n e d the c o n f i g u r a t i o n s of the v a r i o u s leases 

12 w i t h i n the south h a l f of S e c t i o n 36. I've simply 

13 p i c k e d up E x h i b i t 4. 2 and 3, I t h i n k , have the same 

14 i n f o r m a t i o n on i t . 

15 A. A l l r i g h t . 

16 Q. Let's look at E x h i b i t No. 4 and E x h i b i t No. 

17 7, and would you summarize f o r the Examiner who the 

18 working i n t e r e s t owners are and what percentages they 

19 would have i n the spacing u n i t ? 

20 A. E x h i b i t 7 i s the E x h i b i t A t o the 

21 c o m m u n i t i z a t i o n agreement t h a t was p r o v i d e d t o a l l the 

22 working i n t e r e s t owners i n the proposed p r o r a t i o n 

23 u n i t . I f y o u ' l l n o t i c e i n the middle of the page of 

24 E x h i b i t A, t h e r e are two leases t h a t c o n t r i b u t e d t o 

25 t h i s p r o r a t i o n u n i t . 

CUMBRE COURT REPORTING 
(505) 9 8 4-2244 



18 

1 One lease i s f o r the northwest t o the 

2 southwest q u a r t e r . I n t h a t lease we have seven 

3 working i n t e r e s t owners; Conoco and i n the Cone 

4 i n t e r e s t . Of those seven owners we have 95 percent 

5 a p p r o v a l of the p r o j e c t . The o n l y a p p r o v a l l a c k i n g i s 

6 Cathy Cone Auvenshine. 

7 Immediately below t h a t y o u ' l l see the 

8 120-acre lease t h a t i s als o p a r t of the proposed 

9 p r o r a t i o n u n i t , of which we have two i n t e r e s t owners 

10 i n t h a t , Conoco and Yates Petroleum, 50/50, and both 

11 of those p a r t i e s , of course, have approved the 

12 p r o j e c t . 

13 Q. As of the November 1st h e a r i n g , at t h a t 

14 d a t e , Ms. McLemore, what percentage or what p a r t i e s 

15 had not yet committed t h e i r i n t e r e s t t o the w e l l ? 

16 A. At the November 1st hearing? 

17 Q. Yes, ma'am. 

18 A. The Cone i n t e r e s t , w i t h the e x c e p t i o n of 

19 Tom Cone, had not agreed t o p a r t i c i p a t e . We had the 

20 a p p r o v a l of Conoco, Yates and Tom Cone, which would 

21 have been 75, 80 pe r c e n t i n T r a c t 1, the 40-acre 

22 t r a c t , and we would have had 100 pe r c e n t i n the 

23 12 0-acre t r a c t . 

24 Q. Subsequent t o the November 1st h e a r i n g and 

25 p r i o r t o today's h e a r i n g , has Conoco been s u c c e s s f u l 
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| 

1 i n i t s e f f o r t s t o get the Cone f a m i l y i n t e r e s t t o 

2 v o l u n t a r i l y p a r t i c i p a t e i n the w e l l , w i t h the 

3 e x c e p t i o n of Cathy Cone Auvenshine? 

4 A. Yes, we have been. 

5 Q. When we take Cathy Cone Auvenshine 1s 

6 i n t e r e s t , which i s f i v e p e r c e n t of the 40-acre t r a c t — 

7 A. Uh-huh. 

8 Q. --and p r o p o r t i o n a t e l y reduce i t t o the 

9 160-acre spacing u n i t , what i s her percentage? 

10 A. One and a q u a r t e r p e r c e n t i n t e r e s t . 

11 Q. Let me d i r e c t your a t t e n t i o n now t o E x h i b i t 

12 No. 9—A. Do you have t h a t b e f o r e you? 

13 A. Yes, I do. 

14 Q. Would you i d e n t i f y and d e s c r i b e t h a t 

15 e x h i b i t f o r us? 

16 A. E x h i b i t 9-A i s a copy of the cost e s t i m a t e 

17 of the AFE t h a t was sent t o each of the proposed 

18 working i n t e r e s t owners i n t h i s p r o r a t i o n u n i t . 

19 Q. Can you t e l l us a p p r o x i m a t e l y when t h i s was 

20 sent t o the working i n t e r e s t owners? 

21 A. We sent t h i s the f i r s t time t o each of the 

22 owners on August 3 1 s t , under our l e t t e r dated August 

23 3 1 , 1989. 

24 Q. Would a copy of t h i s AFE and l e t t e r have 

25 been sent t o Cathy Cone Auvenshine? 

CUMBRE COURT REPORTING 
(505) 984-2244 



20 

1 A. Yes, i t would have been. 

2 Q. Let me have you go ahead and i d e n t i f y some 

3 of your other e x h i b i t s . Would you i d e n t i f y E x h i b i t 

4 9-B f o r me? 

5 A. E x h i b i t 9-B i s a copy of the n a r r a t i v e t h a t 

6 was f u r n i s h e d t o the p a r t n e r s , g i v i n g j u s t i f i c a t i o n 

7 f o r the proposed d r i l l i n g w e l l . 

8 Q. Was t h i s a l s o an attachment t o the August 

9 l e t t e r ? 

10 A. Yes, i t was . 

11 Q. I t was sent t o the working i n t e r e s t owners? 

12 A. Uh-huh. 

13 Q. I d e n t i f y and d e s c r i b e f o r me the October 9, 

14 1989, l e t t e r t h a t ' s shown as E x h i b i t 10. 

15 A. Okay, t h a t i s E x h i b i t 10-B, and t h a t was a 

16 f o l l o w - u p l e t t e r from the August 31st l e t t e r , t o again 

17 request the p a r t i e s t o con s i d e r p a r t i c i p a t i n g i n the 

18 d r i l l i n g o f t h i s w e l l . And we a l s o n o t i f i e d them at 

19 t h a t time of the compulsory p o o l i n g t h a t was scheduled 

20 f o r November 1, 1989; a l s o t e l l i n g them t h a t they had 

21 a r i g h t t o appear at t h i s h e a r i n g and v o i c e any 

22 o b j e c t i o n s or any concerns t h a t they had. 

23 Q. Can you d e s c r i b e f o r me what the e x h i b i t 

24 number i s f o r the August '89 l e t t e r ? 

25 A. I t ' s 10-A. 
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1 Q. With E x h i b i t 10-A, which i s the August 

2 l e t t e r , and the October 9th l e t t e r — which i s E x h i b i t 

3 10, i s t h a t c o r r e c t ? 

4 A. 10-B. 

5 Q. 10-B. Has Conoco g i v e n a l l the working 

6 i n t e r e s t owners i n the proposed spacing u n i t the 

7 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 the d r i l l i n g of the 

8 w e l l ? 

9 A. Yes, we have. 

10 Q. Do you have r e t u r n r e c e i p t s showing t h a t 

11 you have d e l i v e r e d copies of your proposed 

12 p a r t i c i p a t i o n i n the w e l l t o the v a r i o u s working 

13 i n t e r e s t owners, and have i n d i c a t e d t o them t h a t the 

14 h e a r i n g of t h i s case was o r i g i n a l l y docketed f o r 

15 November 1 , 1989 ? 

16 A. Yes, I do. 

17 Q. How i s t h a t shown? 

18 A. That i s E x h i b i t 1 1. These r e c e i p t s are f o r 

19 the October 10th l e t t e r , showing they r e c e i v e d t h a t 

20 l e t t e r n o t i f y i n g them both of the h e a r i n g and also 

21 r e q u e s t i n g , a g a i n , t h a t they respond t o our p r o p o s a l . 

22 Q. When we look at the AFE which i s E x h i b i t 

23 9-A, have you s a t i s f i e d y o u r s e l f t h a t you can reach an 

24 o p i n i o n t h a t the AFE cos t s f o r t h i s p a r t i c u l a r w e l l 

25 are w i t h i n the range of reason f o r o t h e r w e l l s t o t h i s 
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1 depth? 

2 A. Yes , I have. 

3 Q. And how have you done t h a t ? 

4 A. This AFE cost was based on our p r e v i o u s 

5 experience i n d r i l l i n g i n t h i s area. Our p r e v i o u s two 

6 w e l l s t h a t we d r i l l e d , we AFE 1d them f o r $725,000 cost 

7 and we have e x p e r i e n c e d , the one t h a t we have 

8 completed, and the co s t s are a l l i n . We've j u s t spent 

9 between $715,000 and $720,000 on i t . And the l a t e s t 

10 one we' ve not had a l l the co s t s i n , but we es t i m a t e we 

11 w i l l spend a p p r o x i m a t e l y $720,000 i n gross c o s t s f o r 

12 t h a t w e l l . This i n d i c a t e s our cost e s t i m a t e s are 

13 reasonable f o r the work t h a t i s r e q u i r e d t o d r i l l 

14 these w e l l s and complete them. 

15 Q. Would you take E x h i b i t No. 3 and i d e n t i f y 

16 f o r Mr. Stogner the two ot h e r Conoco operated Cisco 

17 w e l l s t o which you've r e f e r r e d ? 

18 A. I'm not sure I can, s i r . 

19 Q. Can you i d e n t i f y them by name please? 

20 A. Leeman Federal No. 1 and the Barbara 

21 F e d e r a l No . 8 . 

22 Q. Say the f i r s t one ag a i n . 

23 A. The Leeman Fed e r a l No. 1 and Barbara 

24 Fed e r a l No . 8 . 

25 Q. Do you have a w e l l l o c a t i o n f o r each of 
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I 

1 those? 

2 A. No, s i r , I don't b e l i e v e I do. 

3 MR. KELLAHIN: A l l r i g h t . With the 

4 Examiner's p e r m i s s i o n , w e ' l l g i v e you the d e s c r i p t i o n 

5 of the l o c a t i o n o f those w e l l s at the c o n c l u s i o n of 

6 the hear i n g . 

7 HEARING EXAMINER: That was Leeman Federal 

8 No. 1 and Barbara Federal No. 8? 

9 MR. KELLAHIN: That's c o r r e c t . We'll g i v e 

10 you the s p e c i f i c l o c a t i o n s at the c o n c l u s i o n of the 

11 h e a r i n g . 

12 Q. [BY MR. KELLAHIN] Let me ask you whether 

13 or n o t , based upon your a n a l y s i s of t h i s area, you 

14 have an o p i n i o n t o express t o the Examiner as t o a 

15 p o t e n t i a l r i s k f a c t o r p e n a l t y t o be assessed a g a i n s t 

16 the non-consenting working i n t e r e s t owners? 

17 A. Yes. 

18 Q. Do you have such an o p i n i o n ? 

19 A. Yes, I do. 

20 Q. What i s t h a t o p i n i o n ? 

21 A. My recommendation i s t h a t we assess a 

22 p e n a l t y of cos t p l u s 200 pe r c e n t a g a i n s t the 

23 non-consenting owners. 

24 Q. What i s the b a s i s upon which you make t h a t 

25 o p i n i o n ? 
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1 A. The b a s i s i s the f a c t t h a t t h i s i s the 

2 recognized non-consent p e n a l t y a c c e p t a b l e f o r 

3 development p r o j e c t s i n New Mexico i n the m a j o r i t y of 

4 j o i n t o p e r a t i n g agreements t h a t we are p a r t i c i p a n t s 

5 i n , both as o p e r a t o r and non - o p e r a t o r . 

6 Q. Have you made a summary based upon your 

7 s t a t i s t i c a l a n a l y s i s of those v a r i o u s w e l l s and 

8 prepared i t i n the form of an e x h i b i t ? 

9 A. Yes, I have. 

10 Q. Let me d i r e c t your a t t e n t i o n , t h e n , t o 

11 E x h i b i t No. 13. Would you i d e n t i f y and d e s c r i b e what 

12 you * ve done? 

13 A. Okay. What I d i d i s took a sampling of 

14 c o n t r a c t s t h a t Conoco i s e i t h e r a working i n t e r e s t 

15 owner i n or i s an o p e r a t o r i n w i t h a working i n t e r e s t 

16 ownership, and I have o u t l i n e d the county i n which 

17 those w e l l s are l o c a t e d , the depth of the p r o j e c t s , 

18 the date of the agreements and the p e n a l t i e s 

19 a s s o c i a t e d w i t h those p r o j e c t s i n the j o i n t o p e r a t i n g 

20 agreements agreed upon. 

21 And i f y o u ' l l note under the p e n a l t y 

22 column, y o u ' l l see the m a j o r i t y of these agreements 

23 have 300-percent p e n a l t i e s f o r the subsequent 

24 o p e r a t i o n s p r o v i s i o n of a j o i n t o p e r a t i n g agreement. 

25 This has al s o been the case f o r a number of year s ; a 
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1 1977 agreement w i t h 300 p e r c e n t , an '80 agreement w i t h 

2 300 p e r c e n t , a '76 agreement, and then our recent j 

3 agreement i n the Dagger Draw area at 300 pe r c e n t j 
j 

4 p e n a l t i e s . 
I 

5 Q. Let me take you back t o E x h i b i t 12. Would j 

6 you i d e n t i f y and d e s c r i b e what t h a t i s ? j 

7 A. This i s a copy of the page which sets f o r t h 

8 the non-consent p e n a l t i e s i n the proposed j o i n t 

9 o p e r a t i n g agreement f o r the Dee Stat e No. 2. This 

10 form i s on the 1982 American A s s o c i a t i o n of Petroleum 

11 Landman's Model Form 610 Agreement. This i s the most 

12 w i d e l y accepted form and p e n a l t i e s used by the 

13 i n d u s t r y f o r development p r o j e c t s i n t h i s s t a t e . 

14 I f y o u ' l l note on l i n e 2 1 , f o r subsequent 

15 o p e r a t i o n s , the r i s k p e n a l t i e s a s s o c i a t e d w i t h those 

16 are 300 pe r c e n t f o r d r i l l i n g , r e w o r k i n g , deep 

17 c l e a n i n g , p l u g g i n g back, et c e t e r a . And t h i s 

18 agreement has been accepted by the 98.75 percent of 

19 the i n t e r e s t i n t h i s u n i t and, t h e r e f o r e , they have 

20 recognized t h i s t o be a reasonable p e n a l t y f o r 

21 subsequent p r o j e c t s i n t h i s area. 

22 Q. E x h i b i t No. 12 was taken from the '88 form? 

23 A. From the 1982 form. 

24 Q. I'm s o r r y , the '82 form. How does the 

25 language t h a t you're s p e c i f i c a l l y i n t e r e s t e d i n 
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1 compare t o the '77 form? 

2 A. I t ' s the same. 

3 Q. So t h a t those areas or those s p e c i f i c j o i n t 

4 o p e r a t i n g agreements t h a t you've analyzed i n E x h i b i t 

5 No. 13, r e g a r d l e s s of the f a c t i f they were '82 or '77 

6 forms, had the same type o f - -

7 A. P e n a l t y s t r u c t u r e , yes. 

8 Q. - - p e n a l t y s t r u c t u r e . A l l r i g h t . 

9 A. And t h a t would have been the case had i t 

10 been the '56 form, a l s o . 

11 Q. The j o i n t o p e r a t i n g agreement t h a t has a 

12 subsequent o p e r a t i o n s , 300-percent p e n a l t y , how does 

13 t h a t f i t i n t o your argument t h a t the Examiner ought t o 

14 adopt a 200-percent p e n a l t y f o r the i n i t i a l o p e r a t i o n 

15 on t h i s w e l l ? On one hand you're d e a l i n g w i t h 

16 subsequent o p e r a t i o n s and on the s p e c i f i c case you're 

17 d e a l i n g w i t h i n i t i a l o p e r a t i o n s of the w e l l . 

18 A. Okay. On the one hand, s e t t i n g up a 

19 t w o - s t r u c t u r e p e n a l t y , a one p e n a l t y under an order 

20 f o r a non-consent and the second under a subsequent 

21 o p e r a t i o n p e n a l t y , can c r e a t e an i n c o n s i s t e n c y between 

22 the a d m i n i s t e r i n g of the non-consents and between the 

23 p a r t i e s i n subsequent o p e r a t i o n s . 

24 For example, under an o p e r a t i n g agreement, 

25 when you get t o case i n p o i n t , t h e r e ' s a case i n p o i n t 
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1 e l e c t i o n at which time a p a r t y may go non-consent. 

2 And when he does t h a t , t h a t f l i p s i t back t o the 

3 p e n a l t y t h a t ' s been agreed t o by the p a r t i e s under 

4 t h i s a r t i c l e t h a t we see i n f r o n t of us, which means 

5 t h a t some p a r t i e s might be non-consent at 200 percent 

6 i n the d r i l l i n g of the i n i t i a l w e l l , and some p a r t i e s 

7 might be non-consent at 300 pe r c e n t i n the same w e l l 

8 f o r the c o m p l e t i o n p r o j e c t , which means t h a t you have 

9 an i n e q u i t y c r e a t e d between the p a r t i e s i n t h i s o i l 

10 f o r the non-consent p e n a l t i e s . 

11 That can also occur i f you have a 

12 subsequent o p e r a t i o n proposed f u r t h e r down the road, a 

13 r e c o m p l e t i o n or such. You may have the s i t u a t i o n 

14 a r i s e where you have one set of p e n a l t i e s being 

15 a p p l i e d f o r c e r t a i n p a r t s of the o p e r a t i o n and another 

16 set f o r the other p a r t s of the o p e r a t i o n , and 

17 t h e r e f o r e you have an i n e q u i t y as w e l l as c r e a t i n g a 

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

19 w i t h t h i s w e l l i n t h i s area. 

20 Q. Have you al s o made a study t o reach a 

21 c o n c l u s i o n w i t h regards t o a recommendation f o r the 

22 overhead r a t e s t o be assessed a g a i n s t the 

23 non-consenting working i n t e r e s t owner? 

24 A. Yes, we have. 

25 Q. What i s your o p i n i o n ? 
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1 A. Our recommendation i s t h a t a r a t e of $5,400 

2 per month f o r the d r i l l i n g w e l l , and a r a t e of $540 

3 per month f o r the pr o d u c i n g w e l l , be assessed a g a i n s t 

4 non-consenting p a r t i e s . 

5 Q. Let me ask you t o i d e n t i f y and d e s c r i b e 

6 E x h i b i t No. 14. 

7 A. E x h i b i t 14 i s , a g a i n , a copy of the 

8 overhead p r o v i s i o n s taken from the proposed j o i n t 

9 o p e r a t i n g agreement f o r the Dee State No. 2. I t ' s 

10 based on the COPAS 1984 on-shore a c c o u n t i n g procedure, 

11 which i s the most w i d e l y accepted on-shore form i n the 

12 i n d u s t r y . 

13 The w e l l r a t e s s t i p u l a t e d are the same t h a t 

14 were recommended f o r t h i s h e a r i n g , $5,400 f o r d r i l l i n g 

15 i w e l l s and $540 f o r p r o d u c i n g w e l l s , and t h i s has been 

16 ; accepted again by 98-3/4 p e r c e n t of the i n t e r e s t 

17 owners i n the p r o r a t i o n of t h i s u n i t . 

18 Q. For t h i s w e l l ? 

19 A. Yes. 

20 Q. Have you made an a n a l y s i s of what the 

21 overhead r a t e s are f o r s i m i l a r w e l l s , i n order t o 

22 s a t i s f y y o u r s e l f t h a t your o p i n i o n about t h i s 

23 recommended r a t e i s f a i r and reasonable? 

24 A. Yes, I have. 

25 Q. How have you done t h a t ? 
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1 A. I have again taken a sampling of c o n t r a c t s 

2 i n which Conoco owners an i n t e r e s t as an o p e r a t o r or 

3 as a non-ope r a t o r . 

4 Q. I s t h a t shown on E x h i b i t No. 15? 

5 A. Yes, i t i s . 

6 Q. Would you d e s c r i b e f o r us what you conclude 

7 from an examin a t i o n of t h a t i n f o r m a t i o n ? 

8 A. My c o n c l u s i o n i s based on w e l l s i n Eddy and 

9 Lea County. Our overhead r a t e s as proposed are w e l l 

10 w i t h i n the range t h a t we are e x p e r i e n c i n g from other 

11 o p e r a t o r s and we have used i n ot h e r o p e r a t i n g 

12 agreements i n t h a t area. 

13 MR. KELLAHIN: That concludes my 

14 ex a m i n a t i o n of Ms. McLemore. We move the i n t r o d u c t i o n 

15 of her E x h i b i t s 7 thr o u g h 15. 

16 HEARING EXAMINER: E x h i b i t s 7 thr o u g h 15 

17 w i l l be a d m i t t e d i n t o evidence. Are t h e r e any 

18 q u e s t i o n s ? 

19 MR. STOVALL: Yes. 

20 EXAMINATION 

21 BY MR. STOVALL: 

22 Q. Ms. McLemore, I ' d l i k e t o go back t o your 

23 E x h i b i t 12, i f we c o u l d . You've spent q u i t e a b i t of 

24 time d e s c r i b i n g the subsequent o p e r a t i o n s and i n i t i a l 

25 o p e r a t i o n s under the o p e r a t i n g agreement. Do you have 
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1 a copy of the f u l l o p e r a t i n g agreement w i t h you? 

2 A. Yes, I do. 

3 Q. Could I take a look at t h a t f o r a moment? 

4 A. Sure. 

5 Q. Now, i f I r e a d — w h i l e you're d i g g i n g t h a t 

6 o u t - - i f I read the p r o v i s i o n t h a t you're r e f e r r i n g t o 

7 on l i n e 2 1 , you're r e f e r r i n g t o t h a t as a 300-percent 

8 p e n a l t y i n your t e s t i m o n y ? 

9 A. Uh-huh. 

10 Q. But i f I read t h a t c o r r e c t l y , what you're 

11 a c t u a l l y r e c o v e r i n g i s cost p l u s 200 p e r c e n t , or 300 

12 p e r c e n t of c o s t s , i s t h a t c o r r e c t ? 

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

14 Q. Are you saying t h a t t h a t i s c o n s i s t e n t w i t h 

15 what you're a s k i n g the Commission t o award, i s cost 

16 p l u s 200? 

17 A. Yes, i t i s . We're as k i n g f o r cost p l u s 200 

18 p e r c e n t . I t ' s n o r m a l l y s t a t e d as a 300-percent 

19 p e n a l t y i n o p e r a t i n g agreements. I t ' s on page 6 of 

20 the JOA. 

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

22 subsequent o p e r a t i o n s p r o v i s i o n t h a t comes under the 

23 A r t i c l e 6 on d r i l l i n g and development, i s t h a t 

24 c o r r e c t , i f I look at your t o t a l o p e r a t i n g agreement? 

25 A. Yes. 
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1 Q. When t h a t ' s r e f e r r i n g t o subsequent 

2 o p e r a t i o n s , i s t h a t p e n a l t y a p p l i c a b l e t o the d r i l l i n g 

3 of the Dee w e l l and the i n i t i a l w e l l under t h i s 

4 o p e r a t i n g agreement? 

5 A. No, i t i s n o t . Normally p a r t i e s , when you 

6 come t o the d e c i s i o n t o j o i n a w e l l , you s i g n the 

7 j o i n t o p e r a t i n g agreement a f t e r you've n e g o t i a t e d i t s 

8 terms, as an i n d i c a t i o n o f p a r t i c i p a t i o n i n the w e l l . 

9 When you s i g n the j o i n t o p e r a t i n g agreement f o r the 

10 i n i t i a l w e l l , you have agreed t o p a r t i c i p a t e i n the 

11 w e l l . 

12 Q. You've not had o p e r a t o r s who have signed a 

13 j o i n t o p e r a t i n g agreement and then have gone 

14 non-consent under t h a t ? 

15 A. No, t h a t i s not an o p t i o n under the 

16 o p e r a t i n g agreement. That would have t o be an added 

17 p r o v i s i o n under the A r t i c l e 15 p r o v i s i o n s of the JOA. 

18 MR. STOVALL: Okay. That's a l l the 

19 q u e s t i o n s I have on t h a t . 

20 HEARING EXAMINER: I have no qu e s t i o n s of 

21 t h i s w i t n e s s . I s t h e r e a n y t h i n g f u r t h e r f o r t h i s 

22 w i t n e s s , Mr. K e l l a h i n ? 

23 MR. KELLAHIN: No, s i r . 

24 HEARING EXAMINER: You may be excused. 

25 MR. KELLAHIN: We would c a l l Mr. Hugh 
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1 Ingram, Mr. Examiner. 

2 HUGH INGRAM 

3 C a l l e d as a wi t n e s s h e r e i n , a f t e r having been f i r s t 

4 d u l y sworn upon h i s o a t h , t e s t i f i e d as f o l l o w s : 

5 EXAMINATION 

6 BY MR. KELLAHIN: 

7 Q. Mr. Ingram, f o r the r e c o r d , would you 

8 please s t a t e your name and o c c u p a t i o n . 

9 A. My name i s Hugh Ingram. I'm c o n s e r v a t i o n 

10 c o o r d i n a t o r f o r Conoco i n the Hobbs D i v i s i o n . 

11 Q. As p a r t of your d u t i e s , Mr. Ingram, have 

12 you been i n v o l v e d i n e f f o r t s t o t r y t o c o n t a c t and 

13 n e g o t i a t e the p a r t i c i p a t i o n on a v o l u n t a r y b a s i s of 

14 the Cathy Cone Auvenshine i n t e r e s t s i n the s u b j e c t 

15 spacing u n i t ? 

16 A. Yes, I have. 

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

18 b e f o r e the O i l Co n s e r v a t i o n D i v i s i o n as an exp e r t 

19 w i t n e s s i n m a t t e r s of pe t r o l e u m land management? 

20 A. Yes, I have . 

21 MR. KELLAHIN: We tender Mr. Ingram as an 

22 e x p e r t w i t n e s s . 

23 HEARING EXAMINER: Mr. Ingram i s so 

24 q u a l i f i e d . 

25 Q. Mr. Ingram, would you summarize f o r us what 
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1 has been Conoco's e f f o r t s t o get Cathy Cone 

2 Auvenshine's i n t e r e s t committed t o p a r t i c i p a t i n g i n 

3 the w e l l on a v o l u n t a r i l y b asis? 

4 A. Of course, the f i r s t e f f o r t s t h a t were made 

5 were as p r e v i o u s l y t e s t i f i e d , were made by s u b m i t t i n g 

6 t o her copies of the AFE f o r d r i l l i n g t he w e l l and the 

7 j o i n t o p e r a t i n g agreement and the c o m m u n i t i z a t i o n 

8 agreement. We r e c e i v e d no response from Cathy Cone 

9 Auvenshine, so we proceeded at t h a t time w i t h the 

10 pla n s f o r compulsory p o o l i n g by coming here on 

11 November 1 s t . 

12 At t h a t time we discussed w i t h two of the 

13 Cone i n t e r e s t owners the proceedings t h a t we were 

14 p l a n n i n g t o pursue at t h a t p a r t i c u l a r t i m e . 

15 Q. That was Doug Cone and--

16 A. Doug Cone and Kenneth Cone. So, r a t h e r 

17 than proceed w i t h the compulsory p o o l i n g h e a r i n g , we 

18 agreed w i t h those Cone i n t e r e s t s t o meet w i t h them 

19 subsequent t o t h a t h e a r i n g , and t r y t o more f u l l y 

20 e x p l a i n t o them our reasons f o r wanting t o d r i l l t h i s 

21 w e l l . 

22 And when we r e t u r n e d , t h e n , t o Hobbs, we 

23 e s t a b l i s h e d c o n t a c t s w i t h Kenneth Cone and Douglas 

24 Cone, and set up a meeting w i t h them i n M i d l a n d , at 

25 which time we gave them a d d i t i o n a l e x p l a n a t i o n s which 
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1 they had not asked f o r and we d i d not r e a l l y f e e l 

2 compelled t o do, but which we sought t o do i n order to 

3 r e l i e v e t h e i r concern about the d r i l l i n g of t h i s w e l l . 

4 Q. Did they subsequently agree t o p a r t i c i p a t e 

5 on a v o l u n t a r y b a s i s i n the w e l l ? 

6 A. Subsequently, t h e n , they agreed t o 

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

8 Q. What's your knowledge and un d e r s t a n d i n g of 

9 Cathy Cone Auvenshine's p o s i t i o n w i t h regards t o her 

10 v o l u n t a r y p a r t i c i p a t i o n i n the w e l l ? 

11 A. We were informed by one of the Cones, I 

12 b e l i e v e i t was Douglas Cone, t h a t he had t a l k e d w i t h 

13 Cathy Cone on the phone, and he s t a t e d h i s o p i n i o n 

14 t h a t he d i d not t h i n k t h a t she wanted t o p a r t i c i p a t e 

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

16 Q. Have you subsequently made c o n t a c t w i t h 

17 Cathy Cone Auvenshine t o v e r i f y , of your own pe r s o n a l 

18 knowledge, what she proposes t o do? 

19 A. I spoke w i t h her very b r i e f l y y e s t e r d a y . 

20 When I a r r i v e d i n Santa Fe, I had a message from my 

21 s e c r e t a r y i n Hobbs t h a t Cathy had c a l l e d me ye s t e r d a y 

22 morning, and I had a l r e a d y l e f t f o r Santa Fe, so when 

23 I r e c e i v e d t h a t message I c a l l e d her and t a l k e d w i t h 

24 her b r i e f l y on the phone. And she d i d not s t a t e t o 

25 me, she never t o l d me what i t was t h a t she wanted t o 
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1 do. I t o l d her t h a t my u n d e r s t a n d i n g was t h a t she d i d 

2 not wish t o p a r t i c i p a t e . She a f f i r m e d t h a t . And then 

3 s h o r t l y t h e r e a f t e r she hung up the phone, and t h e r e 

4 was no f u r t h e r d i s c u s s i o n . 

5 Q. She hung up the phone on you, d i d n ' t she? 

6 A. That's r i g h t . 

7 Q. I n your o p i n i o n , Mr. Ingram, has Conoco 

8 exhausted a l l g o o d - f a i t h e f f o r t s t o get Mrs. Cone 

9 Auvenshine t o v o l u n t a r i l y p a r t i c i p a t e i n the w e l l ? 

10 A. Yes, I have. I t h i n k we've gone r e a l l y 

11 beyond what we were o b l i g a t e d t o do. A f t e r our 

12 meeting w i t h Douglas Cone and Kenneth Cone, the 

13 p r o j e c t engineer on t h i s w e l l made a t l e a s t two 

14 atte m p t s t o c a l l Cathy Cone Auvenshine, and was 

15 u n s u c c e s s f u l i n re a c h i n g her, and we had a l r e a d y 

16 delayed the d r i l l i n g of t h i s w e l l much longer than we 

17 would l i k e t o , and so we proceeded w i t h our attempts 

18 t o compulsory p o o l the uncommitted i n t e r e s t s and 

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

20 Q. Have you, on b e h a l f of Conoco or Conoco 

21 p e r s o n n e l , t o your knowledge, r e c e i v e d any w r i t t e n 

22 correspondence from Cathy Cone Auvenshine? 

23 A. No, we've not r e c e i v e d a n y t h i n g from her i n 

24 response t o our communications t o her i n w r i t i n g . 

25 Q. Have you had an o p p o r t u n i t y t o review the 
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1 l e t t e r t h a t was su b m i t t e d t o the O i l Commission t h i s 

2 morning over Cathy Cone Auvenshine 1s s i g n a t u r e ? 

3 A. Yes, I d i d . I read t h a t l e t t e r . 

4 Q. Do you have any comments or o b s e r v a t i o n s 

5 about the c o n t e n t of t h a t l e t t e r ? 

6 A. No, I r e a l l y don't have any c o n c l u s i o n s t o 

7 reach from t h a t l e t t e r . I t appears t h a t she i s upset 

8 about the compulsory p o o l i n g . I don't know e x a c t l y 

9 why. I t seems t o me the o n l y o p t i o n t h a t we have 

10 l e f t , i f we want t o proceed w i t h the d r i l l i n g of the 

11 ; w e l l — 

12 Q. I s t o f o r c e p o o l her i n t e r e s t ? 

13 A. That i s c o r r e c t . We have r e c e i v e d no 

14 response from her concerning--she has not t o l d us what 

15 she wants. R e a l l y , a l l we know i s she's upset w i t h 

16 the f o r c e d p o o l i n g p r o c e e d i n g . 

17 MR. KELLAHIN: Thank you, Mr. Ingram. I 

18 have n o t h i n g f u r t h e r . 

19 HEARING EXAMINER: Thank you Mr. K e l l a h i n . 

20 EXAMINATION 

21 BY MR. STOVALL: 

22 Q. Mr. Ingram, do you have a copy of the 

23 l e t t e r we r e c e i v e d t h i s morning? 

24 A. Yes, I do. 

25 Q. I t r e f e r s t o , I b e l i e v e i t ' s the second 
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1 paragraph on the bottom, on the f i r s t page of t h a t 

2 l e t t e r — 

3 MR. STOVALL: And perhaps, Mr. K e l l a h i n , 

4 would you p r e f e r t o have t h i s i n as an e x h i b i t and 

5 marked i n some way t o i d e n t i f y i t ? We could enter i t , 

6 but i f you have no o b j e c t i o n s , I ' l l ask him q u e s t i o n s 

7 about i t . 

8 MR. KELLAHIN: I have no o b j e c t i o n s t o your 

9 ask i n g him q u e s t i o n s about the l e t t e r . 

10 Q. She s t a t e s , " I f e e l i t i s u n f o r t u n a t e t h a t 

11 Conoco w i l l not take an assignment or farmout and 

12 i n s i s t s t h a t I j o i n . " Do you know i f Conoco has 

13 attempted t o n e g o t i a t e a farmout or assignment of any 

14 s o r t of her lease? 

15 A. No, we r e a l l y haven't made an o f f e r of a 

16 farmout or purchase of her i n t e r e s t i n t h a t l e a s e . We 

17 were j u s t r e a l l y k i n d of w a i t i n g on her t o respond and 

18 she has never responded. She has never t o l d us t h a t 

19 she wanted a farmout or e x a c t l y what she wanted, so 

20 1 t h e r e was no way we coul d respond t o t h a t . 

21 I don't know t h a t Conoco would be 

22 i n t e r e s t e d i n making any a l t e r n a t i v e o f f e r t o her. As 

23 a work i n g i n t e r e s t owner, I t h i n k the o n l y o b l i g a t i o n 

24 we have i s t o o f f e r her an o p p o r t u n i t y t o p a r t i c i p a t e 

25 i n the w e l l . And any subsequent o f f e r s t o t h a t , you 
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1 know, we might be w i l l i n g t o disc u s s w i t h her whether 

2 or not we co u l d come t o terms. We have no i d e a . 

3 We've not been able t o di s c u s s i t w i t h her. 

4 I n my c o n v e r s a t i o n w i t h her on the phone 

5 y e s t e r d a y , I would have pursued t h a t thought t o some 

6 e x t e n t — now, t o what e x t e n t I don't k n o w — b u t I would 

7 have pursued t h a t had she not hung up the phone on 

8 me. But a p p a r e n t l y she's not i n t e r e s t e d enough t o 

9 pursue i t , so t h i s i s the proceeding t h a t we t h i n k i s 

10 i n our best i n t e r e s t . 

11 Q. I s i t your u n d e r s t a n d i n g t h a t Doug Cone was 

12 r e p r e s e n t i n g a l l of the Cone f a m i l y i n t e r e s t s i n 

13 p r e v i o u s d i s c u s s i o n s and n e g o t i a t i o n s ? 

14 A. W e l l , I was under the impr e s s i o n o r i g i n a l l y 

15 t h a t Doug Cone and Kenneth Cone p r o b a b l y spoke p r e t t y 

16 much f o r the f a m i l y , but a p p a r e n t l y t h a t was an 

17 erroneous i m p r e s s i o n t h a t I had. We found out 

18 d i f f e r e n t l y l a t e r on. During our subsequent meeting 

19 w i t h Doug Cone and Ken Cone, they t o l d us they could 

20 not speak f o r Cathy, and so then we pursued—we then 

21 t a l k e d w i t h C l i f f o r d Cone, another of the b r o t h e r s , 

22 and a p p a r e n t l y he speaks f o r h i m s e l f and a p p a r e n t l y 

23 h i s mother. And so, t h e n , t h e y subsequently j o i n e d i n j 

24 the v e n t u r e as w e l l . 

25 MR. STOVALL: I have no f u r t h e r q u e s t i o n s . 
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1 HEARING EXAMINER: For the r e c o r d , I ' l l 

2 take a d m i n i s t r a t i v e n o t i c e of the Auvenshine l e t t e r 

3 which was r e c e i v e d by FAX t o us here at the OCD on 

4 November 29, 1989, and i t ' s marked "9:46 a.m." 

5 I have no f u r t h e r q u e s t i o n s of Mr. Ingram 

6 at t h i s t i m e . Are t h e r e any oth e r q u e s t i o n s or do you 

7 have a n y t h i n g f u r t h e r , Mr. K e l l a h i n ? 

8 MR. KELLAHIN: Other than p r o v i d i n g you the 

9 s p e c i f i c w e l l l o c a t i o n s of those two w e l l s t h a t Ms. 

10 McLemore t e s t i f i e d t o , we have n o t h i n g e l s e , Mr. 

11 Examine r . 

12 HEARING EXAMINER: Anybody e l s e have 

13 a n y t h i n g f u r t h e r i n Case 9801? This case w i l l be 

14 taken under advisement. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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