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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL 
A t t o r n e y at Law 
Legal Counsel t o the D i v i s o n 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 

FOR THE APPLICANT: MONTGOMERY & ANDREWS, P.A. 
At t o r n e y s at Law 
P.O. Box 2307 
Santa Fe, New Mexico 87504-2307 
BY: W. PERRY PEARCE, ESQ. 
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I N D E X 

Page Number 

Appearances 2 

A. T. KUHNS 
D i r e c t Examination by Mr. Pearce 4 
Cross-Examination by Hearing Examiner 13 

ROBERT MANNES 

D i r e c t Examination by Mr. Pearce 15 
Cross-Examination by Hearing Examiner 23 

C e r t i f i c a t e of Reporter 26 

E X H I B I T S 

E x h i b i t No. 1 6 
E x h i b i t No . 2 9 
E x h i b i t No. 3 6 
Exh i b i t No . 4 12 
E x h i b i t No . 5 16 
E x h i b i t No . 6 17 
E x h i b i t No . 7 19 
E x h i b i t No . 8 20 
E x h i b i t No . 9 20 
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HEARING EXAMINER: At t h i s time w e ' l l c a l l 

Case 9839. 

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

Mannes O i l & Gas E x p l o r a t i o n f o r a u n i t agreement, 

Chaves County, New Mexico. 

HEARING EXAMINER: Are t h e r e appearances i n 

t h i s case? 

MR. PEARCE: May i t please the Examiner, I 

am W. Pe r r y Pearce, from the law f i r m of Montgomery & 

Andrews, P.A., appearing i n t h i s m a t ter on b e h a l f of 

Robert J. Mannes, and I have two witne s s e s who need t o 

be sworn. 

HEARING EXAMINER: Are t h e r e any other 

appearances i n t h i s case? 

W i l l the witnesses please stand and be 

sworn i n ? 

(Witnesses sworn.) 

A.T. KUHNS, 

the 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 : 

DIRECT EXAMINATION 

BY MR. PEARCE: 

Q. Thank you, s i r . For the r e c o r d , would you 

please s t a t e your name and plac e of r e s i d e n c e . 

A. My name i s A.T. Kuhns, and I r e s i d e i n 

CUMBRE COURT REPORTING 
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D a l l a s , Texas. 

Q. Mr. Kuhns , what i s your occupation? 

A. I'm a pe t r o l e u m g e o l o g i s t . 

Q. Mr. Kuhns, have you appeared b e f o r e the New 

Mexico O i l Co n s e r v a t i o n D i v i s i o n or one of i t s 

examiners p r e v i o u s l y and had your c r e d e n t i a l s as a 

pet r o l e u m g e o l o g i s t made a matter of record? 

A. I have n o t , s i r . 

Q. Could you b r i e f l y summarize f o r the 

Examiner and those i n at t e n d a n c e , p l e a s e , your 

e d u c a t i o n a l background and work e x p e r i e n c e . 

A. Yes, s i r . I graduated from the U n i v e r s i t y 

of Texas i n 1980. Worked f o r v a r i o u s majors d u r i n g 

t h a t p e r i o d . C u r r e n t l y own a c o n s u l t i n g f i r m t h a t i s 

a p r i m a r y a d v i s i n g team f o r the McNaughton T r u s t out 

of the McN Bank i n D a l l a s , Texas. 

Q. Mr. Kuhns, are you f a m i l i a r w i t h the 

a p p l i c a t i o n b e ing c o n s i d e r e d today t h a t has been f i l e d 

on b e h a l f of Robert J. Mannes? 

A. I am, s i r . 

MR. PEARCE: Mr. Examiner, at t h i s time I 

would ask t h a t Mr. Kuhns be q u a l i f i e d as an exp e r t i n 

the f i e l d of pe t r o l e u m geology. 

HEARING EXAMINER: He i s so q u a l i f i e d . 

Q. (BY MR. PEARCE) Mr. Kuhns, at t h i s time I 

CUMBRE COURT REPORTING 
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would l i k e t o d i r e c t your a t t e n t i o n t o what we have 

marked as Mannes E x h i b i t 1 t o t h i s p r o c e e d i n g . 

Could you open t h a t up, p l e a s e , and 

de s c r i b e the i n f o r m a t i o n d e p i c t e d on t h a t e x h i b i t . 

A. Yes, s i r . This i s a copy of a wo r k i n g 

c r o s s - s e c t i o n t h a t we have prepared f o r the McNaughton 

people c o n c e r n i n g t h i s p r o j e c t i n New Mexico t h a t the 

u n i t has f i l e d upon. I t shows the key w e l l s i n the 

area t h a t we've used t o i n t e r p r e t the s u b s u r f a c e . 

Q. At t h i s time l e t ' s jump over E x h i b i t No. 2, 

and I want t o r e f e r you t o E x h i b i t No. 3. Would you 

please t e l l us what's r e f l e c t e d on t h a t e x h i b i t . 

A. Yes, s i r . This i s a time and depth 

c o n v e r s i o n map using the complements of seismic t h a t 

we've shown on t h i s p r o j e c t , along w i t h some 

s p e c u l a t i v e data t h a t we r e q u i r e d , and u s i n g 

s y n t h e t i c s modeling w i t h the w e l l s i n the v a r i o u s 

areas, we've c o n s t r u c t e d t h i s map. 

Q. I n o t i c e on the l e f t - h a n d s i d e of t h a t 

e x h i b i t , t h e r e i s a l i n e marked B-B'. I s t h a t the 

l i n e of c r o s s - s e c t i o n r e f l e c t e d on E x h i b i t 1? 

A. Yes, i t i s . 

Q. Would you please d e s c r i b e f o r the r e c o r d 

the w e l l s r e f l e c t e d on your c r o s s - s e c t i o n and the 

s e c t i o n number i n which each of those w e l l s i s 
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l o c a t e d , b e g i n n i n g w i t h B. 

A. B r i e f l y , on the c r o s s - s e c t i o n what we have 

done i s prepared a t r a n s v e r s e s t r a t i g r a p h i c s e c t i o n t o 

the proposed channel development t h a t we've t a r g e t e d . 

The f i r s t w e l l t h a t you see i s the Marathon 1 Stat e 

Well i n Se c t i o n 28 of the southwest q u a r t e r . Marathon 

w e l l i s produced from a s p u r i o u s sand development t h a t 

we do not f e e l i s connected t o the p r o s p e c t area. Up 

t o the n o r t h -- I'm s o r r y ? 

Q. For c l a r i f i c a t i o n , I n o t i c e t h a t on E x h i b i t 

Number 1, t h a t w e l l i s d e p i c t e d as the Marathon O i l 

Company 1 Stat e 27. That w e l l i s l o c a t e d at 27? 

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

Q. I n o t i c e t h a t t h e r e i s some y e l l o w shading 

of t h a t l o g on E x h i b i t No. 1. Could you d e s c r i b e the 

shading and what each c o l o r means, p l e a s e . 

A. The blue shading i s d e p i c t i n g c a r b o n a t e s . 

The y e l l o w shading i s d e p i c t i n g sand development. The 

lower s e c t i o n s t h a t we have d e p i c t e d show the 

M i s s i s s i p p i a n l i m e . The S i l u r o i s d e p i c t e d i n p u r p l e , 

and the Basin i s d e p i c t e d i n orange. 

Q. And t h a t same c o l o r scheme i s c a r r i e d out 

thr o u g h o u t the c r o s s - s e c t i o n ; i s t h a t c o r r e c t ? 

A. Through the c r o s s - s e c t i o n , yes, s i r . 

Q. I cut you o f f . L e t ' s proceed t o the second 

CUMBRE COURT REPORTING 
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w e l l on the c r o s s - s e c t i o n . Describe t h a t w e l l f o r 

us, p l e a s e . 

A. The second w e l l i s the Charles P. M i l l e r 

w e l l . I t ' s d r i l l e d i n Se c t i o n 2 1 , I b e l i e v e . T h i s 

w e l l i s the key w e l l as f a r as showing t h a t t h i s 

p a r t i c u l a r zone t h a t we have p i c k e d has p o t e n t i a l f o r 

p r o d u c t i o n i n the area. The sand t h a t we are 

t a r g e t i n g i s the f i r s t sand encountered i n t h i s w e l l . 

I t t e s t e d 3.75 m i l l i o n a day out of the zone. Due t o 

the f a c t t h a t i t was d r i l l e d i n the e a r l y 50's, the 

w e l l was c l a s s i f i e d uncommercial and plugged and 

abandoned. 

Q. A l l r i g h t , s i r . L e t ' s move t o the t h i r d 

w e l l on the c r o s s - s e c t i o n , p l e a s e . 

A. The t h i r d w e l l i s the Leonard O i l Company 1 

Federal-White d r i l l e d i n S e c t i o n 9. This w e l l , again 

showing the p r i m a r y o b j e c t i v e sand i n c r e a s i n g i n 

t h i c k n e s s . T h i s w e l l was cored i n the o b j e c t i v e sand, 

had shows of gas. They d i d run a d r i l l stem t e s t i n 

i t . I t had a noncommercial f l o w . Recovered a s l i g h t 

mud cap s e c t i o n of under 120 f e e t . 

One t h i n g t h a t I do want t o p o i n t out when 

we're l o o k i n g a. there . v w _ e... , being 

the M i l l e r w e l l and the Leonard w e l l , s t r u c t u r a l l y , 

which i s not d e p i c t e d on t h i s s e c t i o n , the M i l l e r w e l l 

CUMBRE COURT REPORTING 
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i s a p p r o x i m a t e l y 50 f o o t h i g h e r on the carbonate 

marker below the sand s e c t i o n as opposed t o the 

Leonard w e l l . 

Q. A l l r i g h t , s i r . We'll come back t o t h a t i n 

a moment. L e t ' s look at the f o u r t h w e l l on the 

c r o s s - s e c t i o n , p l e a s e . 

A. The f o u r t h w e l l i s the northernmost w e l l , 

sunray DX w e l l . I t was d r i l l e d i n 73. What t h i s w e l l 

i s showing as f a r as our p r i m a r y o b j e c t i v e i s 

concerned i s t h a t the sand development t h a t we have 

t a r g e t e d has pinched out t o the l i m e s t o n e f a c i n g s ; 

t h e r e b y the r e s e r v o i r not being i n t h a t area. 

Q. You mentioned when we discussed E x h i b i t 3 

t h a t you have reviewed c e r t a i n seismic m a t e r i a l , and 

you have c o n s t r u c t e d a c r o s s - s e c t i o n which you have 

discussed w i t h the Examiner. I would ask you now t o 

t u r n your a t t e n t i o n t o what we have marked as E x h i b i t 

2 t o t h i s p r o c e e d i n g . 

A. Um-hm. 

Q. Would you please d e s c r i b e t h a t e x h i b i t and 

the i n f o r m a t i o n r e f l e c t e d on i t . 

A. What you are l o o k i n g at here i s a p o r t i o n 

of our p r o s p e c t sand development map con c e r n i n g t h i s 

p a r t i c u l a r u n i t t h a t was f i l e d . What you have b e f o r e 

you i s an isopach map of the channel we discussed on 

CUMBRE COURT REPORTING 
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the c r o s s - s e c t i o n . 

The c o l o r coding t h a t you see i s , i n green, 

we're i d e n t i f y i n g a r i g h t l a t e r a l s l i p f a l l t h a t was 

f i r s t i d e n t i f i e d by our most sensing i n t e r p r e t a t i o n 

and l a t e r c o nfirmed w i t h s e i s m i c . We're d e a l i n g w i t h 

a r i g h t l a t e r a l r e n t system. 

Q. You're d e a l i n g w i t h a r i g h t l e v e l --

A. Right l a t e r a l r e n t system. The f a u l t t h a t 

you see s p l a y i n g o f f the main t r e n d t u r n i n g t o the 

south and west i s a f i r s t order r e n t i m p r e s s i o n a l 

f a u l t t h a t has helped us i d e n t i f y the s t r u c t u r e 

enhancement t h a t we're l o o k i n g f o r . 

The c o l o r c o d i n g , b a s i c a l l y the area of the 

channel t h a t i s c o l o r e d i n y e l l o w i s what we con s i d e r 

the area prospected t o be the main channel, the 

channel t h a t has the g r e a t e s t t h i c k n e s s of p o r o s i t y or 

porous sand. 

Based on some of the modeling t h a t we've 

done t o the south of t h i s area, we f e e l t h a t we've 

been a l i t t l e generous i n the w i d t h of t h i s p a r t i c u l a r 

isopach and, t h e r e b y , c h a n n e l i n g the main channel area 

as being the most p r o s p e c t i v e . 

The o v e r a l l s i z e of the Lower Penn Sands 

t h a t we have modeled t h i s a f t e r u s u a l l y are no more 

than a m i l e - a n d - a - h a l f i n w i d t h . So our t a r g e t area 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

11 

i s c o n f i n e d t o the y e l l o w . 

Q. A l l r i g h t , s i r . Any other i n f o r m a t i o n t h a t 

you'd l i k e t o h i g h l i g h t f o r t he examiner on t h a t 

e x h i b i t ? 

A. The o n l y other p i e c e of i n f o r m a t i o n t h a t 

concerns the u n i t i s the economic l i m i t of r e s e r v o i r 

t h a t we show i n red . What we have done t o c o n f i n e our 

t a r g e t area i s t o use t h r e e c r i t i c a l w e l l s t o the 

south and west of the p r o s p e c t area. Number one, the 

Shenandoah w e l l , which i s i n 4 South 26, S e c t i o n 13. 

This w e l l t e s t e d at e i g h t f o o t of porous sand, porous 

being i n the 10 per c e n t range. Had a noncommercial 

t e s t i n the zone t h a t we're t a r g e t i n g . 

The M i l l e r w e l l , as we discussed b e f o r e , i s 

the one w e l l at t h i s p o i n t t h a t we have t h a t shows 

some c o m m e r c i a l i t y i n the zone. 

The Leonard w e l l we have used t o d e f i n e the 

l i m i t s of the r e s e r v o i r t o the south and west. Even 

though t h e r e was a porous s e c t i o n b u i l t up i n t h i s 

p a r t i c u l a r w e l l , the DST was not economical. 

The n o r t h e r n l i m i t of the r e s e r v o i r i s 

designed from the Shenandoah w e l l , which d i d f l o w gas 

at an uncommercial r a t e , but they d i d recover a 

f l o w i n g t e s t out of the e i g h t f o o t of sand. 

The southern l i m i t of the r e s e r v o i r i s 

CUMBRE COURT REPORTING 
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d e f i n e d by a s t r u c t u r a l i n t e r p r e t a t i o n of the 

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

s t r u c t u r a l enhancement of t h i s aspect r e l a t i v e t o the 

M i l l e r w e l l , which i s the only t e s t t h a t has been 

commercial i n the area. 

Q. I would ask you now i f you would, p l e a s e , 

t o review what we have marked as E x h i b i t No. 4 t o t h i s 

p r o c e e d i n g . B r i e f l y d e s c r i b e t h a t e x h i b i t f o r us, 

ple a s e . 

A. T h i s i s a g e o l o g i c b r i e f prepared f o r the 

Sandoval u n i t f i l i n g t h a t I prepared l a s t week i n 

p r e p a r a t i o n f o r t h i s h e a r i n g . 

Q. I t c o n t a i n s the same i n f o r m a t i o n you've 

been d i s c u s s i n g w i t h us? 

A. Yes. 

Q. Based upon your examination of the geology 

of the area, based upon your review of seismic data 

and logs of w e l l s i n t h i s area, do you b e l i e v e t h a t 

the f o r m a t i o n of an o i l and gas u n i t r o u g h l y 

conforming t o the s t r u c t u r e o u t l i n e d on E x h i b i t No. 3 

i s i n the best i n t e r e s t of the p r e v e n t i o n of waste and 

the p r o t e c t i o n of the c o r r e l a t i v e r i g h t s of i n t e r e s t 

owners i n t h a t area? 

A. Yes, s i r , I do. 

Q. Do you have a n y t h i n g f u r t h e r at t h i s time? 

CUMBRE COURT REPORTING 
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A. No, s i r . 

MR. PEARCE: Mr. Examiner, I have n o t h i n g 

f u r t h e r of t h i s w i t n e s s at t h i s t i m e . 

I would move the admission of Mannes 

E x h i b i t s 1 th r o u g h 4 t o t h i s p r o c e e d i n g , and the 

wit n e s s i s a v a i l a b l e f o r other q u e s t i o n s . 

HEARING EXAMINER: 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 as evidence. 

CROSS-EXAMINATION 

BY HEARING EXAMINER: 

Q. Mr. Kuhns, i s i t c o r r e c t t h a t your u n i t 

boundaries more or l e s s conform t o the l i n e t h a t you 

have d e p i c t e d i n red on E x h i b i t No. 2? 

A. Yes, s i r . 

Q. And the Pennsylvanian i s the p r i m a r y 

obj e c t i v e ? 

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

development i n the Lower Penn. 

Q. The M i s s i s s i p p i a n p o t e n t i a l ? 

A. There i s some p o r o s i t y i n the Leonard w e l l 

t h a t was r e e n t e r e d by McC l e l l a n i n 1983, and the w e l l 

t e s t e d at 100 Mcf per day, which i s a t a r g e t t h a t 

we're not p a r t i c u l a r l y i n t e r e s t e d i n . 

I n our research of the New Mexico area 

o v e r a l l , the M i s s i s s i p p i a n has not been an a t t r a c t i v e 
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t a r g e t as f a r as we are concerned but i s an i n d i c a t o r 

t h a t t h e r e i s s t r u c t u r e c l o s e by, due t o the p o r o s i t y 

development i n the Leonard w e l l . 

Q. Besides the Pennsylvanian are t h e r e any 

other secondary o b j e c t i v e s of higher or 

A. Because of the c l o s u r e t h a t we have d e f i n e d 

i n the s e i s m i c , yes. There was so l i t t l e w e l l c o n t r o l 

i n here, we don't e x a c t l y know what i s going t o be 

pro s p e c t e d . That i s why we've t a r g e t e d the main sand 

t h a t we have c o n t r o l over at t h i s p o i n t , based on the 

c o r r e l a t i o n of the new f i e l d t o the n o r t h and east of 

u s . 

Q. Does the u n i t c o n t a i n a l l the f o r m a t i o n s 

from the s u r f a c e down t o the Pennsylvanian? Does i t 

encompass a l l those f o r m a t i o n s ? 

A. Because of the s t r u c t u r a l enhancement area 

t h a t we're l o o k i n g f o r i n the isopach development, 

h o p e f u l l y t h e r e w i l l be some p o t e n t i a l f o r r e c o v e r i n g 

secondary zones. 

HEARING EXAMINER: That's a l l I have of the 

w i t n e s s . You may be excused. 

ROBERT MANNES, 

the w i t n e s s h e r e i n , a f t e r h aving been p r e v i o u s l y 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 

fol1 o w s : 
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DIRECT EXAMINATION 

BY MR. PEARCE: 

Q. A l l R i g h t , s i r . For the r e c o r d would you 

please s t a t e your name and plac e of residence? 

A. My name i s Robert Mannes, and I l i v e i n 

H o l l a n d , Michigan. 

Q. Mr. Mannes, are you an o i l and gas 

ope r a t o r ? 

A. Yes. 

Q. And are you the a p p l i c a n t i n t h i s case? 

A. I a m . 

Q. Have you appeared b e f o r e the D i v i s i o n or 

one of i t s examiners p r e v i o u s l y and had your 

c r e d e n t i a l s as an o i l and gas op e r a t o r made a matter 

of record? 

A. I hav e n o t . 

Q. Would you b r i e f l y d e s c r i b e your o i l and gas 

experience f o r us? 

A. I have been i n the o i l and gas business 

over 25 years and have worked i n a l l phases of 

a c q u i s i t i o n of l a n d , o p e r a t i n g of o i l and gas w e l l s , 

and d r i l l i n g of same. 

Q. And you have been i n v o l v e d i n t h a t same way 

i n the f o r m a t i o n of the proposed Sand Draw u n i t ; i s 

t h a t c o r r e c t ? 
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A. T h a t 1 s c o r r e c t . 

MR. PEARCE: Mr. Examiner, at t h i s time I 

would l i k e t o have Mr. Mannes recognized as an 

experienced o i l and gas o p e r a t o r , and I would l i k e t he 

re c o r d t o r e f l e c t t h a t the a p p l i c a t i o n i n t h i s case 

and the adv e r t i s e m e n t of t h i s case has the name of 

t h i s u n i t as the White Draw U n i t . 

Subsequent t o the f i l i n g of t h a t 

a p p l i c a t i o n and p u b l i s h i n g n o t i c e of t h a t a p p l i c a t i o n , 

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

White Draw U n i t . And i n c o n s u l t a t i o n w i t h the 

D i v i s i o n , the name of the proposed u n i t has been 

changed t o the Sand Draw u n i t . 

HEARING EXAMINER: Okay, Mr. Pearce. Mr. 

Mannes i s so q u a l i f i e d , and the r e c o r d w i l l r e f l e c t 

t h a t name change. 

MR. PEARCE: Thank you, Mr. Examiner. 

Q. Mr. Mannes, at t h i s t i m e I ' d l i k e f o r you 

t o r e f e r t o what we have marked as Mannes E x h i b i t No. 

5 t o t h i s p r o c e e d i n g . And I note t h a t t h e r e i s an 

a l t e r n a t e l y s h o r t and long dashed l i n e around c e r t a i n 

s e c t i o n s r e f l e c t e d on t h a t e x h i b i t . I s t h a t the Sand 

Draw Unit o u t l i n e as proposed? 

A. That's the Sand Draw Uni t o u t l i n e as 

proposed yes, s i r . 
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Q. i n o t i c e t h a t some of the acreage w i t h i n 

t h a t proposed u n i t boundary i s hachured, and i t 

appears t h a t the legend at the bottom i n d i c a t e s t h a t 

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

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

Q. And the unhachured acreage i s the s t a t e 

land ? 

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

Q. I s t h e r e any fee acreage w i t h i n t h i s 

proposed u n i t area? 

A. There i s no fee acreage w i t h i n t h i s u n i t 

area. 

Q. L e t ' s look now, p l e a s e , at what we have 

marked E x h i b i t No. 6, and i f you w i l l keep E x h i b i t No. 

5 i n f r o n t of you, what i s E x h i b i t No. 6? 

A. E x h i b i t No. 6 i s the e x h i b i t of o i l and gas 

leases by t r a c t number which correspond t o the numbers 

t h a t are shown w i t h i n the proposed u n i t o u t l i n e on 

E x h i b i t No. 5. 

Q. I n o t i c e t h a t l o o k i n g across t h i s e x h i b i t , 

and once again these are a l l s t a t e and f e d e r a l l e a s e s , 

t h a t t h e r e are a number of d i f f e r e n t lessees of r e c o r d 

r e f l e c t e d . What i s the c u r r e n t s t a t u s of the w o r k i n g 

i n t e r e s t of a l l of the lands w i t h i n the proposed u n i t 

boundary? 
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A. A l l of the lands w i t h i n the proposed u n i t 

boundary are proposed by us 100 pe r c e n t t o the w o r k i n g 

i n t e r e s t , w i t h the e x c e p t i o n of one 40-acre t r a c t 

d e s c r i b e d as the northwest q u a r t e r of the northwest 

q u a r t e r of Sec t i o n 3. 

Q. And t h a t i s a l s o sometimes denoted as l o t 

No. 4 of Se c t i o n 3; i s t h a t c o r r e c t ? 

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

Q. And t h a t t r a c t No. 18 was r e c e n t l y i n c l u d e d 

w i t h i n the proposed u n i t boundary at the request of 

the r e g u l a t o r y and l e s s o r s ; i s t h a t c o r r e c t ? 

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

Q. During the course of your p r e p a r a t i o n f o r 

r e q u e s t i n g f o r m a t i o n of t h i s u n i t , have you 

corresponded w i t h the w o r k i n g i n t e r e s t owner of 

Sec t i o n 18 and informed t h a t w o r k i n g i n t e r e s t owner of 

your i n t e n t i o n t o form t h i s u n i t ? 

A. I have . 

Q. I s i t c o r r e c t t h a t t h a t i n t e r e s t owner has 

not yet i n d i c a t e d t o you whether or not they w i l l 

commit t h e i r acreage? 

A. That i s t r u e . 

Q. And I n o t i c e , s i m p l y t o h i g h l i g h t f o r the 

r e c o r d , l o t No. 4 i n Se c t i o n No. 3, which denoted 

t r a c t 18, i s a 38.65-acre t r a c t ; i s t h a t c o r r e c t ? 
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A. That i s c o r r e c t . 

Q. And what i s the t o t a l acreage w i t h i n the 

u n i t as proposed? 

A. 6 ,702 . 11 . 

HEARING EXAMINER: I'm s o r r y . Could you 

say t h a t a g a i n , please? 

THE WITNESS: 6,702.11. 

HEARING EXAMINER: Tha n k y o u . 

Q. (BY MR. PEARCE) A l l r i g h t , Mr. Mannes, 

l e t ' s put those aside f o r a moment, i f you would, 

p l e a s e . I would d i r e c t your a t t e n t i o n t o what we have 

marked as E x h i b i t No. 7 t o t h i s p r o c e e d i n g , and I 

would ask you i f t h a t i s t he proposed u n i t agreement 

f o r the Sand Draw Uni t i n Chaves County, New Mexico? 

A. I t i s . 

Q. Attached t o t h a t e x h i b i t are the same 

E x h i b i t A and E x h i b i t B t h a t we disc u s s e d as E x h i b i t s 

5 and 6 t o t h i s p r o c e e d i n g ; i s t h a t c o r r e c t ? 

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

Q. And have you s u b m i t t e d copies of t h i s 

proposed u n i t agreement t o the Commissioner of P u b l i c 

Lands at the State of New Mexico and t o the Bureau of 

Land Management? 

A. We have. 

Q. And al t h o u g h you have not r e c e i v e d w r i t t e n 
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n o t i f i c a t i o n , have you been informed t h a t they w i l l 

g i v e p r e l i m i n a r y a pproval t o t h i s u n i t as expanded t o 

i n c l u d e t r a c t No. 18? 

A. Yes. 

Q. I f you would now, p l e a s e , r e f e r t o what we 

have marked as E x h i b i t No. 8 t o t h i s p r o c e e d i n g , and I 

would ask you i f t h a t i s a proposed u n i t o p e r a t i n g 

agreement c o v e r i n g the o p e r a t i o n s of the Sand Draw 

Unit ? 

A . 11 i s . 

Q. And as i t c u r r e n t l y s t a n d s , you c o n t r o l a l l 

of the wo r k i n g i n t e r e s t except f o r t r a c t No. 18, and 

as t o the r e l a t i o n s between t r a c t 18 and the remainder 

of the u n i t , t h i s proposed u n i t o p e r a t i n g agreement 

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

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

Q. Le t ' s look now, i f you would, p l e a s e , at 

the e x h i b i t marked No. 9 t o t h i s p r o c e e d i n g . And I 

n o t i c e t h a t the f i r s t page of t h i s e x h i b i t i s a l e t t e r 

a p p a r e n t l y from you; i s t h a t c o r r e c t ? 

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

Q. And t h i s i s the n o t i c e l e t t e r which was 

sent t o r o y a l t y and o v e r r i d i n g r o y a l t y i n t e r e s t owners 

i n the proposed u n i t area; i s t h a t c o r r e c t ? 

A. That i s c o r r e c t . 
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Q. The subsequent pages, what's r e f l e c t e d on 

the second and subsequent pages of t h i s e x h i b i t ? 

A. The c e r t i f i e d m a i l , green copies of the --

the green, l i t t l e c a r ds. 

Q. The r e t u r n r e c e i p t s ? 

A. Yes. 

Q. And since m a i l i n g t h i s n o t i c e t o these 

i n t e r e s t owners on November 20 of 1989, have you 

re c e i v e d any o b j e c t i o n t o the f o r m a t i o n of t h i s u n i t 

from any of those p a r t i e s ? 

A. We have r e c e i v e d no o b j e c t i o n . 

Q. Do you have a n y t h i n g f u r t h e r t o h i g h l i g h t 

f o r the Examiner at t h i s t i m e , Mr. Mannes? 

A. I d o n o t . 

MR. PEARCE: Mr. Examiner, I have n o t h i n g 

f u r t h e r of the w i t n e s s at t h i s t i m e . 

I would move the admission of Mannes 

E x h i b i t s 5 th r o u g h 9 t o t h i s p r o c e e d i n g , and he i s 

a v a i l a b l e f o r other q u e s t i o n s . 

HEARING EXAMINER: E x h i b i t s 5 t h r o u g h 9 

w i l l be a d m i t t e d as evidence. 

MR. STOVALL: Mr. Pearce, we are l o o k i n g at 

the a d v e r t i s e m e n t f o r t h i s case, and i t a d v e r t i s e s a 

u n i t area of a p p r o x i m a t e l y 6680 acres. 

MR. PEARCE: Yes, s i r . 
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MR. STOVALL: As I understand the 

t e s t i m o n y , due t o requests from the St a t e Land O f f i c e , 

a d d i t i o n a l acreage i s i n c l u d e d , making the t o t a l 

acreage i n the u n i t a p p r o x i m a t e l y 6702 acr e s . 

MR. PEARCE: That's c o r r e c t . 

MR. STOVALL: I t i s my i n i t i a l o p i n i o n t h a t 

t h a t would not n e c e s s a r i l y r e q u i r e r e a d v e r t i s e m e n t 

because I'm not sure t h a t t h e r e ' s any a d d i t i o n a l 

i n f o r m a t i o n which would put any p a r t i e s on n o t i c e t h a t 

would not a l r e a d y be on n o t i c e . Do you have an 

o p i n i o n on t h a t ? 

MR. PEARCE: I f I may address t h a t , Mr. 

S t o v a l l , I t h i n k t h a t ' s c o r r e c t , p a r t i c u l a r l y i n view 

of the f a c t t h a t t r a c t No. 18 i s a f e d e r a l t r a c t ; so 

t h a t the owner of the m i n e r a l i n t e r e s t u n d e r l y i n g t h a t 

acreage has, i n f a c t , r e c e i v e d w r i t t e n n o t i c e of t h i s 

a p p l i c a t i o n , has been d e a l i n g w i t h the a p p l i c a n t , and, 

as the w i t n e s s t e s t i f i e d , t he lessee of t h a t acreage 

has a l s o been i n correspondence w i t h the a p p l i c a n t and 

was aware of the r e q u e s t . 

I do not b e l i e v e t h a t a d d i t i o n a l n o t i c e or 

a d d i t i o n a l i n f o r m a t i o n w i t h regard t o t h i s m a t ter 

would p r o v i d e any s u b s t a n t i a l b e n e f i t t o any of the 

p a r t i e s , s i n c e , i n f a c t , I b e l i e v e they are f u l l y 

aware of what's proposed. 
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MR. STOVALL: Thank you, s i r . 

CROSS-EXAMINATION 

BY HEARING EXAMINER: 

Q. Just a couple of q u e s t i o n s f o r Mr. Mannes. 

Does your u n i t agreement cover a l l 

format ions ? 

A. I t does. 

Q. And you s a i d , s i r , t h a t you had o b t a i n e d 

p r e l i m i n a r y approval from the BLM and St a t e Land 

O f f i c e ? 

A. Yes. 

Q. But you don't have those l e t t e r s i n 

evidence today? 

A. They haven't been w r i t t e n . 

MR. PEARCE: We r e c e i v e d t h a t y e s t e r d a y by 

phone, Mr. Examiner. 

HEARING EXAMINER: Can I get a copy Of 

those whenever you get those? 

MR. PEARCE: We c e r t a i n l y w i l l p r o v i d e 

them, Mr. Examiner. 

HEARING EXAMINER: I have no f u r t h e r 

q u e s t i o n s of t h i s w i t n e s s . 

A n y t h i n g e l s e of t h i s w i t n e s s ? I f n o t , he 

may be excused. 

MR. PEARCE: I f I may i n t e r j e c t one more 
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i t e m , Mr. Examiner, because of the t i m i n g of t h i s 

p r o p o s a l and the t i m i n g of lease e x p l o r a t i o n i n t h i s 

area, i t i s necessary f o r us t o request e x p e d i t e d 

c o n s i d e r a t i o n of t h i s m a t t e r . We have a number of 

leases which are c r i t i c a l t o the o p e r a t i o n s . The end 

f o r m a t i o n of t h i s u n i t w i l l e x p i r e at the end of the 

year. We, i n f a c t , have r i g s under c o n t r a c t . Mr. 

Mannes i s ready t o proceed w i t h d r i l l i n g o p e r a t i o n s i f 

we can get t h i s u n i t approved i n t i m e . And we, 

t h e r e f o r e , request t h a t a t t e n t i o n be p a i d t o t h i s 

matter q u i c k l y . 

HEARING EXAMINER: We'll do our b e s t , Mr. 

Pearce. 

MR. PEARCE: Thank you. 

MR. STOVALL: Mr. Pearce, when you say the 

end of the year, you're t a l k i n g a December 31 lease 

e x p l o r a t i o n ? 

MR. PEARCE: That's correct'. 

MR. STOVALL: And those leases w i l l not be 

held by the d r i l l i n g i f o p e r a t i o n s commence; i s t h a t 

c o r r e c t ? 

MR. PEARCE: That's --

MR. STOVALL: Not a l l of them, I would 

assume? I n other words, you're not d r i l l i n g on the 

leases t h a t are e x p i r i n g ; i s t h a t c o r r e c t ? 
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MR. PEARCE: There a r e , as you can t e l l by 

the t r a c t numbers, Mr. S t o v a l l , a number of d i f f e r e n t 

s t a t e and f e d e r a l t r a c t s , and i n order t o h o l d a l l of 

t h a t acreage, i t would be necessary t o d r i l l , I 

b e l i e v e , 18 separate w e l l s and get them a l l s t a r t e d . 

That's not a l i k e l y p r o s p e c t . 

Nothing f u r t h e r , Mr. Examiner. 

HEARING EXAMINER: Thank you, Mr. Pearce. 

Case 9839 w i l l t h e r e f o r e be taken under 

adv i sement . 

MR. PEARCE: Thank you. 
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