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STATE OF NEW MEXICO 

ENERGY , MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

CASE 9882, CASE 9888, CASE 9889, CASE 9892 

CASE 9893, CASE 9881, CASE 9894, CASE 9895 

CASE 9897, CASE 9898, CASE 9884, CASE 9885 

EXAMINER HEARING 

IN THE MATTER OF: 

CONTINUED AND DISMISSED CASES 

TRANSCRIPT OF PROCEEDINGS 

BEFORE: MICHAEL E. STOGNER, EXAMINER 

STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

March 21, 1990 

CUMBRE COURT REPORTING 
(505) 984-2244 
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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 t h e 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 

CUMBRE COURT REPORTING 
(505) 984-2244 
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EXAMINER STOGNER: Th i s h e a r i n g w i l l come 

t o order f o r Docket 9-90. Today i s March 2 1 , 1990. 

I'm Michael E. Stogner, a p p o i n t e d h e a r i n g o f f i c e r f o r 

today's cases. I c a l l a l l t h e c o n t i n u e d and dis m i s s e d 

cases at t h i s t i m e . F i r s t I ' l l c a l l Case No. 9882. 

MR. STOVALL: A p p l i c a t i o n of C o n t r o l l e d 

Recovery, I n c . , f o r an o i l t r e a t i n g p l a n t p e r m i t , f o r 

s u r f a c e water d i s p o s a l , and an e x c e p t i o n t o Order No. 

R-3221, Lea County, New Mexico. 

Applicant requests t h i s case be continued 

to A p r i l 4, 1990. 

EXAMINER STOGNER: Case No. 9882 w i l l be so 

c o n t i n u e d . 

* * * * * 

EXAMINER STOGNER: C a l l next case, No. 

9888 . 

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 , Lea County, New Mexico. 

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 

t o A p r i l 4, 1990. 

EXAMINER STOGNER: Case No. 9888 w i l l be so 

cont i n u e d . 

* * * * * 

EXAMINER STOGNER: C a l l next case, No. 
9889 . 

CUMBRE COURT REPORTING 
(505) 984-2244 
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MR. STOVALL: A p p l i c a t i o n of M e r i d i a n O i l , 

I n c . , f o r temporary w e l l t e s t i n g a l l o w a b l e f o r c e r t a i n 

w e l l s i n the Parkway-Delaware P o o l , Eddy County, New 

Mexico. 

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 

t o A p r i l 18, 1990. 

EXAMINER STOGNER: Case No. 9889 w i l l be so 

cont i n u e d . 

* * * * * 

EXAMINER STOGNER: Second page. I ' l l c a l l 

Case No. 9892. 

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

E n t e r p r i s e s O i l Company (USA) f o r compulsory p o o l i n g , 

Eddy County, New Mexico. 

A p p l i c a n t requests t h i s case be d i s m i s s e d . 

EXAMINER STOGNER: Case No. 9892 w i l l be 

d i s m i s s e d . 

* * * * * 

EXAMINER STOGNER: C a l l next case, No. 

9893 . 

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

E n t e r p r i s e s O i l Company (USA) f o r compulsory p o o l i n g , 

Eddy County, New Mexico. 

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 

t o A p r i l 4, 1990. 

CUMBRE COURT REPORTING 
(505) 984-2244 
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EXAMINER STOGNER: Case No. 9893 w i l l be so 

cont inued . 

* * * * * 

EXAMINER STOGNER: C a l l next case, No. 

9881 . 

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

Petr o l e u m , I n c . , f o r compulsory p o o l i n g , unorthodox 

c o a l gas w e l l l o c a t i o n , and a non-standard gas spacing 

and p r o r a t i o n u n i t , San Juan and Rio A r r i b a C o u n t i e s , 

New Mexico. 

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 

t o A p r i l 4, 1990. 

EXAMINER STOGNER: Case No. 9881 w i l l be so 

c o n t i n u e d . 

* * * * * 

EXAMINER STOGNER: C a l l next case, No. 

9894 . 

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

Petr o l e u m , I n c . , f o r compulsory p o o l i n g , unorthodox 

c o a l gas w e l l l o c a t i o n , and a non-standard gas spacing 

and p r o r a t i o n u n i t , San Juan and Rio A r r i b a C o u n t i e s , 

New Mexico. 

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 

t o A p r i l 4, 1990. 

EXAMINER STOGNER: Case No. 9894 w i l l be so 

CUMBRE COURT REPORTING 
(505) 984-2244 
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cont i n u e d . 

* * * * * 

EXAMINER STOGNER: C a l l next case, No. 

9895 . 

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

Pe t r o l e u m , I n c . , f o r compulsory p o o l i n g and an 

unorthodox c o a l gas w e l l l o c a t i o n , San Juan and Rio 

A r r i b a C o u n t i e s , New Mexico. 

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 

t o A p r i l 4, 1990. 

EXAMINER STOGNER: Case No. 9895 w i l l be so 

c o n t i n u e d . 

* * * * * 

EXAMINER STOGNER: C a l l next case, No. 

9897 . 

MR. STOVALL: A p p l i c a t i o n of S i e t e O i l & 

Gas C o r p o r a t i o n f o r a w a t e r f l o o d p r o j e c t , Eddy County, 

New Mexico. 

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 

t o A p r i l 4, 1990. 

EXAMINER STOGNER: Case No. 9897 w i l l be so 

cont i n u e d . 

* * * * * 

EXAMINER STOGNER: C a l l next case, No. 

9898 . 

CUMBRE COURT REPORTING 
(505) 984-2244 
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MR. STOVALL: A p p l i c a t i o n o f Doyle Hartman 

f o r compulsory p o o l i n g , a non-standard gas p r o r a t i o n 

u n i t and simultaneous d e d i c a t i o n , Lea County, New 

Mexico. 

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 

t o A p r i l 4, 1990. 

EXAMINER STOGNER: Case No. 9898 w i l l be SO 

cont i n u e d . 

* * * * * 

EXAMINER STOGNER: C a l l next case, No. 

9884 . 

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

f o r compulsory p o o l i n g , non-standard gas p r o r a t i o n 

u n i t and simultaneous d e d i c a t i o n , Lea County, New 

Mexico. 

A p p l i c a n t r e q u e s t s t h i s case be d i s m i s s e d . 

EXAMINER STOGNER: Case 9884 w i l l be 

di s m i s s e d . 

* * * * * 

EXAMINER STOGNER: C a l l next case, No. 

9885 . 

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

f o r compulsory p o o l i n g , a non-standard gas p r o r a t i o n 

u n i t and simultaneous d e d i c a t i o n , Lea County, New 

Mexico. 

CUMBRE COURT REPORTING 
(505) 984-2244 
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A p p l i c a n t r e q u e s t s t h i s case be c o n t i n u e d 

t o A p r i l 4, 1990. 

EXAMINER STOGNER: Case No. 9885 w i l l be so 

c o n t i n u e d . 

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 

9 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) S S . 

COUNTY OF SANTA FE ) 

I , C a r l a Diane Rodriguez, C e r t i f i e d 

Shorthand Reporter and Notary P u b l i c , HEREBY CERTIFY 

t h a t the f o r e g o i n g t r a n s c r i p t of proceedings b e f o r e 

the O i l C o n 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 caused my notes t o be t r a n s c r i b e d under my p e r s o n a l 

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

acc u r a t e r e c o r d of the p r o c e e d i n g s . 

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

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

i n t e r e s t i n t he 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 . 

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

WITNESS MY HAND AND SEAL March 2 1 , 1990 . 

My commission e x p i r e s : May 25 , 1991 

I do hereby certify that the foregoing is 
a complete re--crd of the Drnce-ac'lnas In 
the Exar,;n «. faring of Case No. T&9 

CUMBRE COURT REPORTING 
(505) 984-2244 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

CASE 9899, CASE 9888, CASE 9903, 

CASE 9885, CASE 9898, CASE 9904, 

CASE 9905 

EXAMINER HEARING 

CONTINUED AND DISMISSED CASES 

TRANSCRIPT OF PROCEEDINGS 

BEFORE: DAVID R. CATANACH, EXAMINER 

STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

APRIL 4, 1990 

CUMBRE COURT REPORTING 
(505) 984-2244 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL 
Attorney at Law 
Legal Counsel to the Division 
State Land Office Building 
Santa Fe, New Mexico 

* * * 

I N D E X 

Page Number 

Appearances 2 

C e r t i f i c a t e of Reporter 7 

* * * 

CUMBRE COURT REPORTING 
(505) 984-2244 
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WHEREUPON, the following proceedings were had 

at 8:15 a.m.: 

EXAMINER CATANACH: Call the hearing to order 

this morning for Docket Number 10-90. 

F i r s t off, we'll c a l l the dismissals and 

continuances. 

Call Case 9899. 

MR. STOVALL: Application of BTA Oil 

Producers for an unorthodox gas well location, Eddy 

County, New Mexico. 

Applicants request this case be dismissed. 

EXAMINER CATANACH: Case 9899 i s hereby 

dismissed. 

* * * 

EXAMINER CATANACH: Call Case 9888. 

MR. STOVALL: Application of Conoco, Inc., 

for compulsory pooling, Lea County New Mexico. 

Applicant has requested this case be 

dismissed. 

EXAMINER CATANACH: Case 9888 i s hereby 

dismissed. 

* * * 

EXAMINER CATANACH: Call Case 9903. 

MR. STOVALL: Application of Yates Petroleum 

Corporation for directional d r i l l i n g and an unorthodox 

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 

4 

gas well location, Eddy County, New Mexico. 

Applicants request this case be continued and 

readvertised for April 18th, 1990. 

EXAMINER CATANACH: Case 9903 i s hereby 

continued to the April 18th Docket. 

* * * 

EXAMINER CATANACH: C a l l Case 9885. 

MR. STOVALL: Application of Doyle Hartman 

for compulsory pooling, a non-standard gas proration 

unit and simultaneous dedication, Lea County, New 

Mexico. 

Applicant has requested this case be 

dismissed. 

EXAMINER CATANACH: Case 9885 i s hereby 

dismissed. 

* * * 

EXAMINER CATANACH: C a l l Case 9898. 

MR. STOVALL: Application of Doyle Hartman 

for compulsory pooling, a non-standard gas proration 

unit and simultaneous dedication, Lea County, New 

Mexico. 

Applicant has requested this case be 

continued to May 2nd, 1990. 

EXAMINER CATANACH: Case 9898 i s hereby 

continued to the May 2nd docket. 

CUMBRE COURT REPORTING 
(505) 984-2244 
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* * * 

(Off the record) 

EXAMINER CATANACH: Let's retract a l i t t l e 

b i t . At this time let's c a l l Case 9904. 

MR. STOVALL: Application of Nassau 

Resources, Inc., for an unorthodox coal gas well 

location, Rio Arriba County, New Mexico. 

EXAMINER CATANACH: Are there appearances in 

this case? 

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

of the Santa Fe law firm of Kellahin, Kellahin and 

Aubrey, appearing on behalf of the Applicant. We 

request at this time that you also c a l l case 9 905. 

EXAMINER CATANACH: Call Case 9905. 

MR. STOVALL: Application of Nassau 

Resources, Inc., for unorthodox coal gas well location, 

Rio Arriba County, New Mexico. 

MR. KELLAHIN: I don't know i f there are any 

other appearances, Mr. Examiner. 

EXAMINER CATANACH: Oh, are there any other 

appearances in either one of these cases? 

MR. KELLAHIN: There being no other 

appearances, Mr. Examiner, we would request that both 

applications be dismissed and the request for 

unorthodox locations be returned to the Division for 

CUMBRE COURT REPORTING 
(505) 984-2244 
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administrative processing. 

EXAMINER CATANACH: Case 9904 and 9905 are 

hereby dismissed. 

* * * 

0 , 1 ^nservafion D T S T '
 C X C n ) " K r 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) s s . 

COUNTY OF SANTA FE 

I , Steven T. Brenner, C e r t i f i e d Shorthand 

Reporter and Notary Public, HEREBY CERTIFY that the 

foregoing t r a n s c r i p t of proceedings before the O i l 

Conservation Division was reported by me; that I 

transcribed my notes; and that the foregoing i s a true 

and accurate record of the proceedings. 

employee of any of the parties or attorneys involved i n 

t h i s matter and that I have no personal i n t e r e s t i n the 

f i n a l disposition of t h i s matter. 

I FURTHER CERTIFY that I am not a r e l a t i v e or 

WITNESS MY HAND AND-SEAL A p r i l 5, 1990. 

STEVEN T. BRENNER 
CSR No. 106 

My commission expires: October 14, 1990 

CUMBRE COURT REPORTING 
(505) 984-2244 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

CASE 9923, CASE 9924, CASE 9926, 

CASE 9927, CASE 9911, CASE 9930, 

CASE 9931, CASE 9918, CASE 9919, 

CASE 9907, CASE 9898 

EXAMINER HEARING 

IN THE MATTER OF: 

Continued Cases 

TRANSCRIPT OF PROCEEDINGS 

BEFORE: DAVID R. CATANACH, EXAMINER 

STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

May 2, 1990 
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WHEREUPON, the following proceedings; were had 

at 8:20 a.m.: 

EXAMINER CATANACH: Call the hearing t o order 

t h i s morning f o r Docket Number 12-90. 

At t h i s time w e ' l l c a l l the continuances. 

At t h i s time I ' l l c a l l Case 9923, the 

Application of Santa Fe Energy Operating Partners, 

L.P., f o r surface commingling, Lea County, New Mexico. 

At the Applicant's request, t h i s case w i l l be 

continued t o the May 16th, 1990, docket. 

* * * 

EXAMINER CATANACH: Call Case 9924, the 

Application of Strata Production Company t o amend 

Divis i o n Order No. 9097, Eddy County, New Mexico. 

At the Applicant's request, t h i s case w i l l be 

continued t o the May 16th, 1990, docket. 

* * * 

EXAMINER CATANACH: Call Case 9926, the 

Application of Mewborn O i l Company f o r compulsory 

pooling and an unorthodox gas well l o c a t i o n , Eddy 

County, New Mexico. 

At the Applicant's request, t h i s case w i l l be 

continued t o May 30th, 1990. 

* * * 

CUMBRE COURT REPORTING 
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EXAMINER CATANACH: Call Case 9927, the 

Application of Pac i f i c Enterprises O i l Company (USA) 

fo r compulsory pooling, Eddy County, New Mexico. 

At the Applicant's request, t h i s case w i l l be 

continued t o the May 16th, 1990, docket. 

* * * 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l 

Case 9911, Application of Union O i l Company of 

Ca l i f o r n i a f o r a highly deviated d i r e c t i o n a l d r i l l i n g 

p i l o t p roject and unorthodox coal gas we l l l o c a t i o n , 

Rio Arriba County, New Mexico. 

At the Applicant's request, t h i s case w i l l be 

continued t o the May 16th, 1990, docket. 

* * * 

EXAMINER CATANACH: Case 993 0, the 

Application of Union O i l Company of C a l i f o r n i a t o amend 

Div i s i o n Order Number R-6375, as amended, Rio Arriba 

County, New Mexico. 

At the Applicant's request, t h i s case w i l l be 

continued t o the May 16th, 1990, docket. 

* * * 

CUMBRE COURT REPORTING 
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EXAMINER CATANACH: Case 9931, Application of 

Arco O i l and Gas Company fo r a pressure maintenance 

expansion, Eddy County, New Mexico. 

At the Applicant's request, t h i s case w i l l be 

continued t o the May 16th, 1990, docket. 

* * * 

EXAMINER CATANACH: Case 9918, Application of 

Mesa Operating Limited Partnership f o r compulsory 

pooling, San Juan County, New Mexico. 

At the Applicant's request, t h i s case w i l l be 

continued t o the May 16th, 1990, docket. 

* * * 

EXAMINER CATANACH: Case 9919, Application of 

Mesa Operating Limited Partnership f o r compulsory 

pooling, San Juan County, New Mexico. 

At the Applicant's request, t h i s case w i l l be 

continued t o the May 16th, 1990, docket. 

* * * 

CUMBRE COURT REPORTING 
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EXAMINER CATANACH: Case 9907, A p p l i c a t i o n of 

Enron O i l and Gas Company f o r compulsory p o o l i n g and an 

unorthodox l o c a t i o n , Eddy County, New Mexico. 

At the Applicant's request, t h i s case w i l l be 

continued t o the May 16th, 1990, docket. 

* * * 

EXAMINER CATANACH: And Case 9898, 

A p p l i c a t i o n of Doyle Hartman f o r compulsory p o o l i n g , a 

non-standard gas p r o r a t i o n u n i t and simultaneous 

d e d i c a t i o n , Lea County, New Mexico. 

At the Applicant's request, t h i s case w i l l be 

continued t o the May 16th, 1990, docket. 

* * * 

CUMBRE COURT REPORTING 
(505) 984-2244 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE 

I , Steven T. Brenner, C e r t i f i e d Shorthand 
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HEARING EXAMINER: T h i s h e a r i n g w i l l come 

t o o r d e r . 

I ' l l c a l l t h e next case, Case No. 9898. 

MR. STOVALL: A p p l i c a t i o n o f Doyle Hartman 

f o r compulsory p o o l i n g , a non-standard gas p r o r a t i o n 

u n i t and simultaneous d e d i c a t i o n , Lea County, New 

Mexico . 

HEARING EXAMINER: I ' l l c a l l f o r 

appearances . 

MR. GALLEGOS: Appearing f o r the A p p l i c a n t 

Doyle Hartman, Gene G a l l e g o s , Santa Fe, New Mexico. 

HEARING EXAMINER: Are t h e r e any o t h e r 

appea r anc e s ? 

MR. CARR: May i t please the Examiner, my 

name i s W i l l i a m F. Ca r r , w i t h t h e law f i r m Campbell & 

Blac k , P.A., o f Santa Fe. I r e p r e s e n t Chevron U.S.A., 

I n c . I do not i n t e n d t o c a l l a w i t n e s s . 

HEARING EXAMINER: Are t h e r e any o t h e r 

appea ranees ? 

W i l l the witn e s s e s please stand t o be 

sworn? 

HEARING EXAMINER: Mr. Gallegos? 

MR. GALLEGOS: The A p p l i c a n t c a l l s Bryan 

Jones. 

CUMBRE COURT REPORTING 
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BRYAN JONES, 

the w i t n e s s h e r e i n , a f t e r h a ving been f i r s t d u l y 

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

EXAMINATION 

BY MR. GALLEGOS: 

Q. Would you s t a t e your name, please? 

A. Bryan Jones. 

Q. Where do you l i v e , Mr. Jones? 

A. M i d l a n d , Texas. 

Q. Are you employed by Doyle Hartman? 

A. Yes, I am, as landman. 

Q. How long have you worked f o r Mr. Hartman? 

A. Since January 1 , 1990. 

Q. How long have you been a p e t r o l e u m landman? 

A. For a p p r o x i m a t e l y 17 ye a r s . 

Q. Have your c r e d e n t i a l s as an ex p e r t 

p e t r o l e u m landman been accepted by t h i s Commission and 

the o i l and gas r e g u l a t o r y commissions of ot h e r 

s t a t e s ? 

A. Yes, th e y have, i n the p a s t . 

Q. Have you a l s o t e s t i f i e d i n s t a t e and 

f e d e r a l c o u r t as an exp e r t w i t n e s s on ma t t e r s of 

m i n e r a l ownership and t h a t type of t h i n g ? 

A. Yes , I have. 

MR. GALLEGOS: We o f f e r the w i t n e s s as an 

CUMBRE COURT REPORTING 
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expe r t . 

HEARING EXAMINER: Mr. Jones i s so 

q u a l i f i e d . 

Q. Do you have p e r s o n a l knowledge of the 

a p p l i c a t i o n and of the e x h i b i t s t h a t you're going t o 

sponsor here and speak t o i n a few moments, Mr. Jones? 

A . Yes, I do . 

Q. Have you al s o been p e r s o n a l l y i n v o l v e d i n 

the communications w i t h and n e g o t i a t i o n s w i t h the 

oth e r m i n e r a l i n t e r e s t s i n these p r o p e r t i e s ? That 

would i n c l u d e n e g o t i a t i o n s w i t h P h i l l i p s , Union Texas, 

and o t h e r m i n e r a l i n t e r e s t owners? 

A. Yes, I have . 

Q. Let me ask you f i r s t , t h e n , t o address 

E x h i b i t No. 1, which i s a map e n t i t l e d Proposed 

P r o r a t i o n U n i t , and would you e x p l a i n t o the Hearing 

Examiner what t h a t e x h i b i t shows? 

A. F i r s t of a l l , i t i d e n t i f i e s the 280-acre 

nonstandard p r o r a t i o n u n i t which we are a p p l y i n g f o r 

today. That's i n d i c a t e d i n y e l l o w . 

Second of a l l , i t a l s o shows the 

s u r r o u n d i n g p r o r a t i o n u n i t s , the Eumont Gas Pool 

p r o r a t i o n u n i t s u r r o u n d i n g t h a t proposed 280-acre 

p r o r a t i o n u n i t . 

I t shows t h a t the c o n f i g u r a t i o n , of our 
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proposed 280-acre nonstandard u n i t i s d i c t a t e d s o l e l y 

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

u n i t s . 

I t a l s o shows the l o c a t i o n o f the 

su r r o u n d i n g Eumont w e l l s p l u s the l o c a t i o n of the two 

e x i s t i n g Eumont Gas Pool w e l l s t h a t we propose t o 

s i m u l t a n e o u s l y d e d i c a t e t o our p r o r a t i o n u n i t , p l u s 

the l o c a t i o n o f our proposed Eumont i n - f i l l w e l l . 

Q. Does t h i s proposed p r o r a t i o n u n i t i n c l u d e 

40-acre u n i t s t h a t p r e v i o u s l y were not i n c l u d e d i n any 

pro d u c i n g p r o r a t i o n u n i t ? 

A. Yes, i t does. The n o r t h e a s t n o r t h e a s t 

q u a r t e r of S e c t i o n 8 was o r i g i n a l l y i n c l u d e d i n 

Chevron's Whitmire l e a s e ; however, when Chevron made 

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

t hey o f f e r e d t o l e t the owner at t h a t time of t h a t 40 

acr e s , which was Oxy, p a r t i c i p a t e . Oxy d e c l i n e d t o do 

so, so i t i s o l a t e d t h a t 40. We have sin c e purchased 

t h a t 40 acres from Oxy. 

The n o r t h e a s t of the no r t h w e s t q u a r t e r of 

Se c t i o n 8 was an i s o l a t e d 40, which we have owned f o r 

some t i m e , and a l s o t h e r e was an i s o l a t e d 40-acre 

t r a c t i n the southeast q u a r t e r of the southwest 

q u a r t e r of S e c t i o n 5, and t h a t ' s owned j o i n t l y between 

P h i l l i p s P etroleum, Union Texas, Doyle Hartman, and 

CUMBRE COURT REPORTING 
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s e v e r a l o t h e r p e o p l e . 

Q. I s t h e r e a n y t h i n g a d d i t i o n a l t h a t you want 

t o p o i n t out t o the Examiner i n c o n n e c t i o n w i t h t h i s 

e x h i b i t , Mr. Jones? 

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

Q. Le t ' s go on, t h e n , t o E x h i b i t No. 2 

e n t i t l e d Commitment of Acreage. Would you e x p l a i n t o 

the Examiner what t h a t e x h i b i t shows? 

A. Thi s i s a t a b u l a t i o n o f the working 

i n t e r e s t ownership w i t h i n the 280-acre proposed 

p r o r a t i o n u n i t . I t i d e n t i f i e s the owners under each 

p a r t i c u l a r t r a c t . We've had i t d i v i d e d i n t o f o u r 

separate t r a c t s . I t i n d i c a t e s t h a t we have 

a p p r o x i m a t e l y 94 p e r c e n t of the acreage w i t h i n the 280 

acres t h a t has committed 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 proposed Eumont i n - f i l l w e l l . 

I t shows t h a t Doyle Hartman owns i n excess 

of 75 p e r c e n t of the working i n t e r e s t . P l u s , a t t a c h e d 

t o t h a t t a b u l a t i o n , we have a photocopy of the r e c o r d 

t i t l e assignment sent t o Doyle Hartman and the o t h e r 

p a r t i c i p a n t s . 

Q. Drawing your a t t e n t i o n t o t r a c t No. 4, 

where t h e r e are o t h e r m i n e r a l i n t e r e s t owners besides 

Doyle Hartman and James Davidson — a n d i f you would 

l i k e t o r e f e r t o E x h i b i t 4, please do s o - - I would l i k e 

CUMBRE COURT REPORTING 
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f o r you t o d e s c r i b e t o the Examiner the e f f o r t s you've 

made t o o b t a i n the v o l u n t a r y p a r t i c i p a t i o n of the 

ot h e r m i n e r a l 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 ? 

A. Beginning i n J u l y of 1986, Doyle Hartman 

made purchase and t r a d e p r o p o s a l s t o Union Texas and 

als o t o P h i l l i p s Petroleum r e g a r d i n g t h a t p a r t i c u l a r 

t r a c t . 

I n October of 1986 t h e y e n t e r e d i n t o a 

p r e l i m i n a r y agreement, had the i n s t r u m e n t s of t r a n s f e r 

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

t h r o u g h . 

We renewed our e f f o r t s i n t he f a l l of 

1 9 8 9 - - i t was i n October of 1989 — and si n c e t h a t date 

we've made a t l e a s t s i x d i f f e r e n t t r a d e or purchase 

p r o p o s a l s t o Union Texas and P h i l l i p s r e g a r d i n g t h a t 

40 a c r e s . 

We've en t e r e d i n t o a p r e l i m i n a r y agreement 

w i t h P h i l l i p s t o purchase t h e i r i n t e r e s t i n t h a t 40 

ac r e s , and E x h i b i t No. 3 i s a l e t t e r from P h i l l i p s 

s t a t i n g t h a t we have e n t e r e d i n t o a p r e l i m i n a r y 

agreement, t h a t t h e y have no o b j e c t i o n t o us 

compulsory p o o l i n g t h e i r i n t e r e s t here t o d a y . 

E x h i b i t No. 4 are some l e t t e r s and 

correspondence between us and Union Texas, the f i r s t 

one of which i s a n o t i f i c a t i o n from Union Texas t o 
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whoever i t may concern. We were one of the concerned 

p a r t i e s because we were a work i n g i n t e r e s t i n the same 

p r o p e r t i e s . They s o l d the e x i s t i n g w e l l b o r e on t h a t 

p a r t i c u l a r 40-acre t r a c t p l u s o t h e r w e l l b o r e s t o 

Ame rada Hess. 

Q. What e l s e does E x h i b i t 4 show? 

A. Right behind t h a t we have a l e t t e r dated 

May 2 from myself t o Union Texas. I t has a t t a c h e d t o 

i t two d i f f e r e n t newspaper a r t i c l e s wherein Union 

Texas has been put up on the a u c t i o n b l o c k , l e t ' s say, 

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

problems and don't have the a b i l i t y t o f u r t h e r develop 

these p r o p e r t i e s . 

The t h i r d l e t t e r a t t a c h e d t h e r e i s a l e t t e r 

dated A p r i l 2 4 t h , where they d e c l i n e d our most recent 

purchase o f f e r . 

And the one p r i o r t o t h a t was dated March 

5, 1990, and i t was a t r a d e purchase p r o p o s a l , and we 

al s o i n c l u d e d an AFE f o r the proposed Eumont i n - f i l l 

w e l l t h a t we're p r o p o s i n g here t o d a y . 

Q. I s a copy of t h a t AFE i n c l u d e d i n E x h i b i t 

No. 4 as the l a s t page? 

A. Yes, i t i s , and i t w i l l be di s c u s s e d by Mr. 

Stewart l a t e r . 

Q. A l l r i g h t . Thank you. Do you have any 
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f u r t h e r comment or e x p l a n a t i o n of E x h i b i t 2? 

A. No, s i r . 

Q. Would you t u r n your a t t e n t i o n t o E x h i b i t 5 

and s t a t e t o the Examiner what t h a t i s ? 

A. That's a sta n d a r d Form A.A.P.L. 610-1982 

o p e r a t i n g agreement, which we prepared t o cover the 

o p e r a t i o n f o r the B r i t t - L a u g h l i n Com. 280-acre 

nonstandard p r o r a t i o n u n i t . 

Q. Would you summarize the key terms of t h i s 

o p e r a t i n g agreement? 

A. As I've s t a t e d , i t ' s on A.A.P.L. Form 

610-1982. I t names Doyle Hartman as the o p e r a t o r . I t 

pr o v i d e s f o r the d r i l l i n g of the Eumont i n - f i l l w e l l 

w i t h i n s i x months from t h i s d a t e . I t p r o v i d e s f o r a 

300-percent nonconsent p e n a l t y p r o v i s i o n , and i t 

p r o v i d e s f o r an overhead d r i l l i n g w e l l r a t e of $5,500 

per w e l l per month, and an overhead p r o d u c i n g w e l l 

r a t e of $550 per w e l l per month. 

Q. Do you c o n s i d e r those terms t o be customary 

and reasonable i n t h i s p a r t i c u l a r o p e r a t i n g area? 

A. For t h i s p a r t i c u l a r a r e a , yes, I do. 

Q. Are these charges i n l i n e w i t h the charges 

s i m i l a r l y charged by o p e r a t o r s i n t h i s area? 

A. Yes. 

Q. Bearing i n mind t h a t Mr. Stewart w i l l 
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p r e s e n t some of the a d d i t i o n a l s u p p o r t i n g t e s t i m o n y 

from the e n g i n e e r i n g s i d e t o be r e l i e d on by the 

A p p l i c a n t , would you summarize f o r the Examiner what 

the A p p l i c a n t i s seeking i n t h i s proceeding? 

A. We seek t o have approved the c r e a t i o n of a 

280-acre nonstandard Eumont Gas Pool p r o r a t i o n u n i t as 

i s shown on E x h i b i t 1. 

We're as k i n g f o r the compulsory p o o l i n g of 

a l l the m i n e r a l i n t e r e s t s w i t h i n the proposed 280-acre 

p r o r a t i o n u n i t . 

We're a s k i n g f o r the simultaneous 

d e d i c a t i o n o f the e x i s t i n g two Eumont gas w e l l s w i t h i n 

t h a t p r o r a t i o n u n i t , p l u s the new i n - f i l l w e l l t h a t we 

propose t o d r i l l . 

We propose t o have Doyle Hartman d e s i g n a t e d 

as the o p e r a t o r . We propose t o have Doyle Hartman 

recover 100 pe r c e n t of h i s c o s t s i n d r i l l i n g , 

c o m p l e t i n g and e q u i p p i n g the new i n - f i l l w e l l , p l u s a 

200-percent r i s k p e n a l t y , p l u s the e q u i t a b l e value of 

the c o s t s a t t r i b u t a b l e t o the B r i t t - L a u g h l i n Com. No. 

1, as w i l l be disc u s s e d by Mr. Stewart l a t e r . That 

p a r t i c u l a r w e l l b o r e i s i n the n o r t h e a s t n o r t h w e s t 

q u a r t e r of S e c t i o n 8. 

F i n a l l y , we would l i k e t o reserve the r i g h t 

t o recover our cos t s a t t r i b u t a b l e t o the 
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B r i t t - L a u g h l i n Com. No. 5, i n the event i t l a t e r 

proves t o be c o m m e r c i a l l y p r o d u c t i v e . I t ' s c u r r e n t l y 

a mechanical problem. And, a g a i n , Mr. Stewart w i l l 

d i s c u s s t h a t i n d e t a i l . 

Q. That's the w e l l t h a t ' s - -

A. That i s i n the southwest q u a r t e r of the 

southeast q u a r t e r of S e c t i o n 5. 

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

of the w i t n e s s . 

EXAMINATION 

BY HEARING EXAMINER: 

Q. Mr. Jones, the way I understand i t , 

P h i l l i p s has not issue d a w r i t t e n agreement, i s t h a t 

c o r r e c t ? 

A. A w r i t t e n agreement of t r a n s f e r of sale? 

Q . Yes , s i r . 

A. No, s i r , t h e y have n o t . And we're w a i t i n g 

on a waiver of p r e f e r e n t i a l r i g h t from Union Texas t o 

P h i l l i p s f o r t h a t . I b e l i e v e t h e y r e f e r e n c e i t i n 

t h e i r l e t t e r of May 15, 1990. 

HEARING EXAMINER: I'm s o r r y , Mr. Carr. 

I ' l l pass the w i t n e s s t o you at t h i s t i m e . 

MR. CARR: I have no q u e s t i o n s . 

HEARING EXAMINER: Oh, okay. 

Q. (BY HEARING EXAMINER) I was l o o k i n g f o r 
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w r i t t e n correspondence f o r the B u r r , S u t t o n , F l e t c h e r 

and Nermyr i n t e r e s t s ? 

A. We have an executed a f f i d a v i t here from Mr. 

Harry N u t t e r , which s t a t e s t h a t we have corresponded 

w i t h a l l of them and o f f e r e d them 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 i n the w e l l . 

Q. I s t h a t i n c l u d e d i n my e x h i b i t s ? 

MR. GALLEGOS: That w i l l be E x h i b i t 13, 

and we a l s o have an o r i g i n a l t h a t shows compliance. 

HEARING EXAMINER: Can we go ahead and 

admit t h a t ? Would t h a t be a l l r i g h t , Mr. Gallegos? 

MR. GALLEGOS: Yes. 

Q. (BY HEARING EXAMINER) Mr. Jones, you 

mentioned t h a t s i n c e J u l y of 1989? 

A. 86 . 

Q. 86, Doyle Hartman has been n e g o t i a t i n g the 

purchase or t r a d e p r o p o s a l s . Was t h a t w i t h j u s t 

P h i l l i p s and Union, or how about the ot h e r p a r t i e s 

being f o r c e - p o o l e d today? 

A. We're i n c l u d i n g them, a l s o . I n 1986 th e y 

were a l l employees of Doyle Hartman, okay? They have 

a l l s i n c e l e f t Mr. Hartman's employ. 

Q. Mr. Jones, maybe you can h e l p my memory 

here. T h i s issue has been pending and c o n t i n u e d f o r 

s e v e r a l h e a r i n g s , i f I remember r i g h t ? 
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A. That 1 s cor r e c t . 

HEARING EXAMINER: And, Mr. Ga l l e g o s , maybe 

you can h e l p me, t o o . Where do we stand on t h a t 

Chevron case? 

A. Chevron was approved l a s t month and the 

order was i s s u e d . 

HEARING EXAMINER: That was a f t e r h e a r i n g ? 

THE WITNESS: B i l l , do you remember t h a t 

hea r ing? 

MR. GALLEGOS: That's the p r o r a t i o n u n i t t o 

the s o u t h , the upside down T. 

MR. CARR: Yes. 

THE WITNESS: That case number was 9878. 

HEARING EXAMINER: I'm going t o tak e 

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

MR. GALLEGOS: Our o n l y concern at t h a t 

t i m e , y o u ' l l p r o b a b l y remember, Mr. Examiner, was t h a t 

40 i n the n o r t h e a s t of the n o r t h e a s t of S e c t i o n 8. 

Since then Doyle Hartman has a c q u i r e d t h a t . We were 

w o r r i e d about i t being s t r a n d e d out t h e r e , so t h a t ' s 

no problem any l o n g e r . 

HEARING EXAMINER: Mr. S t o v a l l , do you have 

any q u e s t i o n s ? 

MR. STOVALL: No, I don't have any 

quest i o n s . 
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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 . 

Are t h e r e any ot h e r q u e s t i o n s of Mr. 

Jones? I f n o t , he may be excused. 

MR. GALLEGOS: We c a l l Michael S t e w a r t . 

MICHAEL STEWART, 

the w i t n e s s h e r e i n , a f t e r having 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. GALLEGOS: 

Q. Would you s t a t e your name, please? 

A . Michael S t e w a r t . 

Q. Are you employed by Doyle Hartman? 

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

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

A. Petroleum e n g i n e e r . 

Q. How long have you worked f o r Mr. Hartman? 

A . Since J u l y 1, 1989. 

Q. You have not p r e v i o u s l y t e s t i f i e d as an 

expe r t w i t n e s s b e f o r e t h i s Commission, have you, Mr. 

Stewart ? 

A. No, not not b e f o r e t h i s Commission. 

Q. Would you g i v e the Examiner some 

i n f o r m a t i o n c o n c e r n i n g your e d u c a t i o n and your 

e x p e r i e n c e i n the i n d u s t r y ? 
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A. I graduated w i t h a Bachelor of Science i n 

pe t r o l e u m e n g i n e e r i n g from Colorado School of Mines i n 

1984. Worked a p p r o x i m a t e l y f o r s i x t o e i g h t months i n 

Wyoming f o r a d r i l l i n g c o n t r a c t o r b e f o r e moving t o t h e 

Permian Bas i n . 

Since t h a t time I've worked f o u r years f o r 

independent o i l producer M a r t i n , W i l l i a m s & Judson i n 

the Permian Basin area as a r e s e r v o i r and p r o d u c t i o n 

e n g i n e e r . F o l l o w i n g my employment w i t h M.W.J., I 

worked as a c o n s u l t i n g engineer f o r a sm a l l p i p e l i n e 

and g a t h e r i n g f i r m , and then on J u l y 1 , 1989, was 

under the employment of Doyle Hartman. 

Q. And have you t e s t i f i e d as an ex p e r t w i t n e s s 

b e f o r e the r e g u l a t o r y bodies of o t h e r s t a t e s ? 

A. That's c o r r e c t ; the R a i l r o a d Commission of 

Texas, s p e c i f i c a l l y . 

MR. GALLEGOS: We o f f e r Mr. Stewart as an 

expert p e t r o l e u m e n g i n e e r . 

HEARING EXAMINER: Mr. Stewart i s so 

q u a l i f i e d . 

Q. Are you p e r s o n a l l y f a m i l i a r w i t h the 

e n g i n e e r i n g aspects of t h i s a p p l i c a t i o n , and have you 

p a r t i c i p a t e d i n the p r e p a r a t i o n of the e x h i b i t s t h a t 

you're about t o sponsor, Mr. Stewart? 

A. Yes, I have. 
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Q. Would you t u r n your a t t e n t i o n , t h e n , t o 

E x h i b i t No. 6, and e x p l a i n t o th e Examiner what t h a t 

i s ? 

A. E x h i b i t No. 6 i s a cont o u r s t r u c t u r e map 

drawn on the h o r i z o n o f the CUQ marker which i s an 

in-house marker l o c a t e d a p p r o x i m a t e l y 50 f e e t above 

the t o p of the Commission's Queen P i c k . The map i s 

o r i e n t e d a p p r o x i m a t e l y two m i l e s south of the town of 

Monument, New Mexico. 

S p e c i f i c a l l y i n the c e n t e r or near c e n t e r 

of the map i s S e c t i o n 5 of 20 South, 37 East. I n 

Sec t i o n s 5 and 8, s p e c i f i c a l l y the southeast q u a r t e r 

of 5, southeast q u a r t e r of southwest q u a r t e r of 5, the 

n o r t h e a s t q u a r t e r of n o r t h e a s t q u a r t e r of 8, and 

n o r t h e a s t q u a r t e r of north w e s t q u a r t e r of 8, i s our 

proposed 280-acre p r o r a t i o n u n i t . 

The c o n t o u r i n t e r v a l i s drawn on the 

2 5 - f o o t b a s i s . The contour map s p e c i f i c a l l y 

i l l u s t r a t e s what's commonly known i n i n d u s t r y as 

Monument High, which s t r e t c h e s from across the c e n t e r 

of S e c t i o n 6 down t h r o u g h the southwest q u a r t e r of 

Se c t i o n 5, i n t o the n o r t h w e s t q u a r t e r of S e c t i o n 8. 

There are s e v e r a l p r o d u c t i v e zones on the 

Monument High from the McGee-Ellenburger a l l the way 

up t o the s h a l l o w e r Eumont Pools. 
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Also i n the c r o s s - s e c t i o n i s a diagram 

showing our two proposed c r o s s - s e c t i o n s , A-A', which 

b a s i c a l l y t r e n d s n o r t h / s o u t h , and then c r o s s - s e c t i o n 

B-B', which t r e n d s from west t o t h e e a s t . I t p i c k s up 

s e v e r a l Eumont producers i n the are a , i n c l u d i n g some 

r e c e n t l y d r i l l e d i n - f i l l w e l l s by Doyle Hartman. 

Q. Could you e x p l a i n a b i t f u r t h e r the CUQ 

marker t h a t you r e f e r r e d t o , and how t h a t ' s used? 

A. The CUQ marker i s a p r e v a i l i n g marker 

a p p r o x i m a t e l y 50 f e e t above the t o p of the Queen zone, 

a c t u a l l y l o c a t e d i n the Lower Seven R i v e r s . We use i t 

as a r e f l e c t i o n o f the Queen zone. A l l of our maps 

in-house were d e r i v e d based on the CUQ marker because 

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

Mexico, whereas the a c t u a l Queen P i c k , when p o r o s i t y 

d e t e r i o r a t e s , can be k i n d of tr o u b l e s o m e . 

Q. Okay. On the w a l l here i n view of the 

Examiner are copies of E x h i b i t s 7 and 8, c r o s s - s e c t i o n 

A-A' and c r o s s - s e c t i o n B-B', as f i r s t i l l u s t r a t e d on 

E x h i b i t 6. 

I would l i k e t o ask you t o leave the 

wit n e s s c h a i r and go up t o E x h i b i t s 7 and 8 on d i s p l a y 

and e x p l a i n t o the Examiner what t h e y show, b e g i n n i n g 

w i t h E x h i b i t 7. 

A. E x h i b i t 7 i s a c r o s s - s e c t i o n A-A', t r e n d i n g 
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from n o r t h t o south t h r o u g h the proposed p r o r a t i o n 

u n i t . I t s t a r t s up t o the n o r t h w i t h the Texaco 

J. W. Cooper No. 5 w e l l , which i s the Eumont 

prod u c e r . 

The main reason f o r the development of the 

c r o s s - s e c t i o n i s t o show t h a t the proposed p r o r a t i o n 

u n i t i s surrounded by p r o d u c t i v e Eumont gas w e l l s . 

The d o m i n a t i o n o f the p r o d u c t i o n coming from what we 

r e f e r t o as the Penrose zone, which o t h e r s r e f e r t o as 

the lower p o r t i o n of the Queen Sand. 

We s t a r t up at the n o r t h of the Texaco 

w e l l , J. W. Cooper No. 5, which has been an e x c e l l e n t 

w e l l , t o p a l l o w a b l e w e l l , p r o d u c i n g out of the Penrose 

c o m p l e t i o n — P e n r o s e zone. I t ' s cum'd a p p r o x i m a t e l y 

7.1 Bcf of gas and has d e l i v e r a b i l i t y i n excess of 700 

Mcf per day. P r o r a t i o n u n i t f o r the Cooper i s a 

standard 160, acreage f a c t o r of 1.0. 

The next w e l l we p i c k up i s the: e x i s t i n g 

Doyle Hartman L a u g h l i n B No. 5 w e l l , which we propose 

t o rename as the B r i t t - L a u g h l i n Com. No. 5. I t was 

p r e v i o u s l y o p erated by Oxy. I t ' s completed i n the 

Penrose zone . 

You can see by the p r o d u c t i o n cit the bottom 

of the c r o s s - s e c t i o n i t was an e x c e l l e n t w e l l u n t i l 

the l a t t e r p a r t of 1985 when t h e y encountered some 
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type of mechanical problems. 

Since our purchase of the w e l l , we've been 

t r y i n g t o i s o l a t e what t h a t mechanical problem i s . I t 

c u r r e n t l y produces a p p r o x i m a t e l y 22 Mcf a day or d i d 

produce a l i t t l e f l u i d . The w e l l i s cum'd out of the 

Eumont a p p r o x i m a t e l y 5 Bcf. 

T u r n i n g f u r t h e r s o u t h , We have the Chevron 

Whitmire No. 2 w e l l , which i s an abandoned Eumont 

w e l l . I t ' s cum'd a p p r o x i m a t e l y f i v e and a h a l f Bcf. 

I t was once again completed i n the Penrose zone, and 

l a s t produced i n December of 85. 

Tu r n i n g f u r t h e r south we jump a l i t t l e b i t 

t o the east and p i c k up the Marathon-Laughlin No. 3 

w e l l , another e x c e l l e n t Eumont w e l l , completed i n the 

Lower Seven R i v e r s - - a c t u a l l y , the Queen and Penrose 

zones. I t ' s cum'd a p p r o x i m a t e l y 5 Bcf and averaged, 

i n 1989, 850 Mcf a day. 

Then we drop down t o t h e Texaco-Van E t t e n 

No. 10 w e l l . I t ' s a Eumont w e l l , produces open-hole. 

E x c e l l e n t w e l l . Cumed 6 Bcf and s t i l l has 

d e l i v e r a b i l i t y of 250 Mcf a day. 

One w e l l of i n t e r e s t t h a t we've j u s t 

r e c e n t l y completed i s our Doyle Hartman-Hansen S t a t e 

No. 7 w e l l . 

Q. Let me i n t e r r u p t you a minu t e . I s t h a t an 
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example of an i n - f i l l w e l l s i m i l a r t o what would be 

accomplished here? 

A. That's c o r r e c t . The e x i s t i n g w e l l on the 

Hansen S t a t e l e a s e , which i s the n o r t h e a s t q u a r t e r of 

Se c t i o n 16, was the Hansen S t a t e No. 4, which i s a 

Eumont, produced or completed i n the Lower Queen and 

Penrose zones. At the time we bought the lease from 

Marathon, the w e l l was av e r a g i n g a p p r o x i m a t e l y 80 Mcf 

a day, about two b a r r e l s of o i l a day. 

We undertook the d r i l l i n g of an i n - f i l l 

Eumont w e l l , the Hansen Sta t e No. 7, l o c a t e d at 900 

from the n o r t h , 1980 from the east i n S e c t i o n 16. We 

r e c e n t l y completed the w e l l . I t ' s pending a 

co n n e c t i o n t o th e p i p e l i n e . 

A f t e r we completed i t and s t i m u l a t e d i t 

w i t h a c i d , the w e l l t e s t e d 241 Mcf a day. F o l l o w i n g a 

f r a c t u r e s t i m u l a t i o n , the w e l l t e s t e d i n excess of 600 

Mcf a day. We a n t i c i p a t e i t being a v e r y good Eumont 

i n - f i l l w e l l , and i s an e x c e l l e n t example of what we 

f e e l we can accomplish on the B r i t t - L a u g h l i n gas 

p r o r a t i o n u n i t . 

Moving over t o c r o s s - s e c t i o n B-B', t h i s 

c r o s s - s e c t i o n t r e n d s b a s i c a l l y west from e a s t . Once 

a g a i n , i t ' s showing the c o n t i n u o u s development of the 

Queen and main p r o d u c t i v e zone of the Queen, Penrose 
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t h r o u g h o u t the area. I t shows o f f s e t s on e i t h e r s i d e 

of t he p r o r a t i o n u n i t t h a t have been e x c e l l e n t w e l l s 

and have e x c e l l e n t cums and c u r r e n t l y s t i l l have good 

d e l i v e r a b i l i t y . Anderson P r i c h a r d was the p r e v i o u s 

o p e r a t o r , now the Union Texas L a u g h l i n B r i t t No. 3 

w e l l . 

HEARING EXAMINER: Which one? 

THE WITNESS: Union Texas i s the c u r r e n t 

o p e r a t o r . The p r e v i o u s o p e r a t o r was Anderson 

P r i c h a r d . For the r e c o r d the t i t l e s were backwards. 

I t ' s t he B r i t t No. 3 w e l l . I t ' s l o c a t e d i n the G spot 

of S e c t i o n 7 and the west edge of the B-B' 

c r o s s - s e c t i o n . 

A. The w e l l ' s cum'd t o d a t e , t h r o u g h 9 of 89, 

ap p r o x i m a t e l y 9.2 Bcf. Produced, averaged 617 Mcf a 

day d u r i n g 1989. I t ' s p r o d u c i n g out of the Queen and 

Penrose zones. 

The next w e l l we p i c k up i n the 

c r o s s - s e c t i o n i s the Arco or p r e v i o u s S i n c l a i r - B a r b e r 

No. 1 w e l l . The c o m p l e t i o n i n t e r v a l i n t h i s w e l l i s 

the Lower Seven R i v e r s zone, which i s s t i l l i n the 

Eumont i n t e r v a l . I t ' s cum'd a p p r o x i m a t e l y 9.7 Bcf and 

s t i l l has d e l i v e r a b i l i t y i n excess of 800 Mcf a day. 

The next w e l l we p i c k e d up i s the Doyle 

Hartman B r i t t nB-8 n No. 1 w e l l , which we propose t o be 
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renamed as the B r i t t - L a u g h l i n Com. No. 1. 

We purchased the w e l l from Conoco, which 

i s , and s t i l l i s , a t o p a l l o w a b l e Eumont w e l l w i t h a 

40-acre p r o r a t i o n u n i t . I t ' s cum'd 2.1 Bcf a day. 

1989's p r o d u c t i o n averaged 60 Mcf a day. 

Then we once again p i c k e d up a L a u g h l i n No 

5 w e l l , which we propose t o be the B r i t t - L a u g h l i n Gas 

Com. No. 5. We p i c k e d t h a t up i n the c r o s s - s e c t i o n 

A-A ' . 

Then we go t h r o u g h our proposed l o c a t i o n , 

which w e ' l l t a l k about l a t e r , l o c a t e d 1860 from the 

south l i n e , 780 from the east l i n e of S e c t i o n 5. 

And then w e ' l l jump a c r o s s , i n t o S e c t i o n 4 

i l l u s t r a t i n g the two Exxon w e l l s , the Eumont gas u n i t 

No. 1 w e l l and the Eumont gas u n i t No. 2 w e l l , No. 2 

w e l l being l o c a t e d i n the L spot of S e c t i o n 4. I t ' s 

cumed 5.3 Bcf, and has a d e l i v e r a b i l i t y of almost 300 

Mcf a day. 

We p i c k up again the Eumont Gas Com. No. 1 

w e l l , l o c a t e d i n the J spot of S e c t i o n 4. Again, a 

r e a l good gas cum, 6.7 Bcf; average 148 Mcf of gas a 

day d u r i n g 1989. 

Once again we've i n c o r p o r a t e d i n our 

c r o s s - s e c t i o n an example of an e x i s t i n g w e l l on a 

le a s e , and a newly d r i l l e d or i n - f i l l w e l l d r i l l e d by 
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Doyle Hartman. The M e r i d i a n now operates the E l l e n 

Weir No. 1 w e l l , l o c a t e d i n spot N of S e c t i o n 3. The 

o r i g i n a l w e l l on t h a t lease was the Tenneco E l l e n Weir 

No. 1 , l o c a t e d i n the L spot of S e c t i o n 3. That w e l l 

was d r i l l e d i n 42 and completed i n the Eumont i n 1954, 

cum'd i n the Eumont a p p r o x i m a t e l y 2.1 Bcf of gas. I t 

was P and A'd 10/26 o f 81. 

At t h a t time Doyle Hartman purchased t h a t 

160-acre p r o r a t i o n u n i t , d r i l l e d the E l l e n Weir No. 1 

as an i n - f i l l Eumont w e l l . I t was d r i l l e d i n December 

of 81. S t i m u l a t e d i t and i t t e s t e d , a f t e r t h e 

s t i m u l a t i o n , about 494 Mcf a day, and t o date i t ' s 

cum'd almost s i x - t e n t h s of a Bcf. Has d e l i v e r a b i l i t y 

of i n excess of 700 Mcf a day, but 89 1s p r o d u c t i o n was 

c u r t a i l e d by low a l l o w a b l e s t o average 225 Mcf a day. 

Once a g a i n , t h i s i s an example of an 

i n - f i l l Eumont c o m p l e t i o n . The i l l u s t r a t i o n t h a t the 

e x i s t i n g w e l l i s on the lease have not d r a i n e d a l l the 

reserv e s . 

Q. I f you would r e t u r n t o your s e a t , and al s o 

r e t u r n your a t t e n t i o n t o E x h i b i t 6. Now, e x p l a i n t o 

the Examiner or p o i n t out t o the Examiner the proposed 

i n - f i l l w e l l l o c a t i o n and e x p l a i n why t h a t l o c a t i o n 

has been s e l e c t e d . 

A. The proposed l o c a t i o n f o r the i n - f i l l w e l l 
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t o be the B r i t t - L a u g h l i n Gas Com. No. 6 i s l o c a t e d at 

1860 from the south l i n e , 760 from the east l i n e i n 

Se c t i o n 5 of 20 South, 37 East. I t ' s a d j a c e n t t o the 

L a u g h l i n No. 2 w e l l , which i s a Grayburg San Andres 

complet i o n . 

The w e l l was s i t u a t e d i n the n o r t h e a s t 

q u a r t e r of the southeast q u a r t e r , p r i m a r i l y f o r two 

reasons. We've got t o p o g r a p h i c c o n s t r a i n t s t o the 

southwest of us, t h a t being a n o r t h e r n n a t u r a l main 

p i p e l i n e , s i x - and e i g h t - i n c h p i p e l i n e , t h a t t r a v e r s e s 

a p p r o x i m a t e l y n o r t h w e s t southeast t h r o u g h the cen t e r 

of the southeast q u a r t e r of 5. Several c a l i c h e roads, 

one t h a t p a r a l l e l s the p i p e l i n e and one t h a t i s 

ad j a c e n t t o the e x i s t i n g Sun w e l l t h a t c o n s t r a i n s us 

t o p o g r a p h i c a l l y t o our proposed l o c a t i o n . 

The o t h e r reason f o r l o c a t i n g the w e l l i n 

the n o r t h e a s t of the southeast of 5 i s t h a t our 

proposed simultaneous d e d i c a t i o n o f the B r i t t "B-8" 

No. 1 t o be the B r i t t - L a u g h l i n Gas Com. No. 1, and the 

L a u g h l i n B No. 5 t o be the B r i t t - L a u g h l i n Gas Com. No. 

5, are s i t u a t e d i n the southwest p o r t i o n of our 

proposed 280-acre p r o r a t i o n u n i t , and we f e e l l i k e 

those w e l l s are capable of p r o d u c i n g and d r a i n i n g the 

acreage down t h e r e . And t o e f f e c t i v e l y d r a i n our 

proposed 2 8 0 - p r o r a t i o n u n i t , we s i t u a t e d the w e l l i n 
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the n o r t h e a s t q u a r t e r of the southeast q u a r t e r . 

Q. I n your o p i n i o n , at t h a t l o c a t i o n , do you 

b e l i e v e t h a t the p r o r a t i o n u n i t w i l l be most 

e f f e c t i v e l y and e f f i c i e n t l y d r a i n ed? 

A . Yes, I do. 

Q. Does E x h i b i t 9 show the s u r f a c e 

r e s t r i c t i o n s t h a t you a l r e a d y r e f e r r e d to? 

A. That's c o r r e c t . E x h i b i t 9, which i s on the 

Form C-102 , has not been f u l l y completed as t o 

pr o d u c i n g f o r m a t i o n p o o l and d e d i c a t e d acreage and 

othe r i n f o r m a t i o n t h a t w i l l be decided here. There 

has been a survey by John West, a r e g i s t e r e d 

p r o f e s s i o n a l land surveyor i n the S t a t e of New Mexico, 

showing the i l l u s t r a t e d proposed l o c a t i o n as being 

1860 from the south l i n e , 760 from the east l i n e . 

And then i n the n o r t h w e s t p o r t i o n of the 

p l a t t h e r e ' s an i n s e t as t o th e t o p o g r a p h i c 

c o n s t r a i n t s l i m i t i n g us t o our l o c a t i o n . You can see 

the e x i s t i n g Oryx L a u g h l i n No. 2 w e l l , the C a l i c h e 

Road t h a t t r a v e l s up t o t h a t w e l l ; then i t shows our 

proposed l o c a t i o n . And then t o th e south of our 

proposed l o c a t i o n the C a l i c h e Road and then the b u r i e d 

p i p e l i n e . 

Q. Okay. Let me ask you t o address E x h i b i t 

10. E x p l a i n what t h a t i s and what i t shows. 
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A. E x h i b i t 10 i s a composite p r e s s u r e - t i m e 

p l o t f o r w e l l s i m m e d i a t e l y o f f s e t t i n g the proposed 

280-acre p r o r a t i o n u n i t . B a s i c a l l y on the Y a x i s we 

show s h u t - i n p r e s s u r e ; on the X a x i s we show t i m e , as 

f a r as year and d a t e . 

The s e v e r a l w e l l s t h a t are p l o t t e d here 

i l l u s t r a t e the d e c l i n i n g p r e s s u r e i n the Eumont Gas 

Pool. They a l s o show, the c o r r e l a t e d n a t u r e of the 

p r e s s u r e , showing t h a t the w e l l s are a l l p r o d u c i n g 

p r i m a r i l y out of the same r e s e r v o i r . I t shows i n t h i s 

area, i f you're f a m i l i a r w i t h the Eumont Gas P o o l , i t 

c u r r e n t l y , along w i t h the Jalmat P o o l , i s a v e r y 

l o w - p r e s s u r e , h i g h - q u a l i t y r e s e r v o i r , and i t shows 

t h a t we expect a s h u t - i n p r e s s u r e when we d r i l l the 

No. 6 w e l l of a p p r o x i m a t e l y 350 p s i which we, t h r o u g h 

our e x p e r i e n c e , t h r o u g h Doyle's 10, 15 years of 

ex p e r i e n c e , s o l e l y developed i n the Eumont and Jalmat 

Po o l s , and i t i s an e x c e l l e n t p r e s s u r e and w i l l y i e l d 

e x c e l l e n t reserves and p r o d u c t i v i t y . 

Q. Let's t u r n t o E x h i b i t 1 1 . What i s t h a t , 

Mr. Stewart? 

A. E x h i b i t No. 11 i s the A u t h o r i z a t i o n f o r 

Ex p e n d i t u r e and D e t a i l Well Estimate developed f o r the 

proposed i n - f i l l Eumont w e l l , the B r i t t - L a u g h l i n Gas 

Com. No. 6. I t ' s based on 100-percent w o r k i n g 
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i n t e r e s t . 

The c o s t s t h a t are i l l u s t r a t e d here are 

d e r i v e d from me t h r o u g h my experience over the past 

year of d r i l l i n g a p p r o x i m a t e l y nine Jalmat and Eumont 

i n - f i l l w e l l s and e q u i p p i n g them the way t h a t we f e e l 

prudent t o develop the r e s e r v o i r , which has come w i t h 

s e v e r a l years of e x p e r i e n c e . 

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

i l l u s t r a t e d as being $399,724. That i n c l u d e s a 

10-percent c o n t i n g e n c y f o r both the d r i l l i n g 

i n t a n g i b l e s and the w e l l equipment. 

Q. Would you speak t o the second page of 

E x h i b i t 11? 

A. The second page i s an AFE A u t h o r i z a t i o n f o r 

E x p e n d i t u r e and D e t a i l P i p e l i n e E s t i m a t e . C u r r e n t l y 

w i t h the new aspects of m a r k e t i n g your gas and the 

reduced r o l e of the p i p e l i n e as a merchant, we're 

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

t o the market o u r s e l f , so we've had t o i n c u r 

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

and c o n n e c t i n g i t t o e x i s t i n g p i p e l i n e f a c i l i t i e s so 

they can t r a n s p o r t your gas. 

T h i s AFE i n d e t a i l i l l u s t r a t e s the c o s t s 

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

d r i l l i n g and c o m p l e t i o n of the No. 6 w e l l , c o n n e c t i n g 
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the w e l l t o an e x i s t i n g gas p i p e l i n e which i s about 

200 f e e t away. I t w i l l i n c l u d e b u r i e d 6-inch 

p o l y e t h y l e n e gas p i p e l i n e . I t w i l l i n c l u d e a check 

meter on the No. 6 w e l l . I t i n c l u d e s a sales meter 

t h a t we're r e q u i r e d t o p r o v i d e by No r t h e r n N a t u r a l 

Gas, who a c t s as a t r a n s p o r t e r f o r t h i s gas. 

The t o t a l of t h a t AFE i s $21,410. I t a l s o 

i n c l u d e s 10-percent c o n t i n g e n c y on the i n t a n g i b l e s f o r 

the p i p e l i n e and the t a n g i b l e s or equipment. 

Q. Would you t u r n your a t t e n t i o n t o E x h i b i t 

12, and e x p l a i n what t h a t i s and why you prepared i t ? 

A. E x h i b i t No. 12 i s an att e m p t t o e s t i m a t e 

the w e l l and p r o d u c t i o n f a c i l i t i e s v a lue a s s o c i a t e d 

w i t h the w e l l s f o r one of the w e l l s t h a t we ' re a s k i n g 

f o r s imultaneous d e d i c a t i o n t o the 280-acre proposed 

p r o r a t i o n u n i t , t h a t being the B r i t t "B-8" No. 1 o r , 

as we propose, the B r i t t - L a u g h l i n Com. No. 1. 

The way we d e r i v e the v alue of t h a t w e l l t o 

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

the second page i s an AFE t o d r i l l a w e l l comparable 

t o what we would d r i l l and r e p l a c e the No. 1 w e l l . 

T h i s AFE i s d i f f e r e n t from our proposed 

B r i t t Com. No. 6 AFE i n t h a t we set b i g g e r p r o d u c t i o n 

p i p e , and the e x i s t i n g B r i t t B No. 1 has 5-1/2 

p r o d u c t i o n p i p e . And so t h i s AFE i s p r i m a r i l y based 
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on t h a t . I t t o t a l s $390,680. That's i l l u s t r a t e d i n 

the f i r s t l i n e of the f i r s t page of E x h i b i t 12. 

Then, from t h a t f i g u r e we s u b t r a c t e d a l l of 

the equipment or procedures t h a t have not been 

i n c l u d e d , do not e x i s t on the B r i t t B-8 No. 1 

c u r r e n t l y , t h a t b e i ng cement does not e x i s t behind the 

5-1/2 p r o d u c t i o n s t r i n g a l l t h e way t o the s u r f a c e . 

We f e e l f o r a competent c o m p l e t i o n you 

should c i r c u l a t e cement a l l the way t o s u r f a c e . We 

s u b t r a c t e d from our AFE'd cost of $399,680, $15,500, 

t o do a block squeeze j o b and c i r c u l a t e cement behind 

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

The B r i t t B-8 No. 1 has not been f r a c t u r e 

s t i m u l a t e d . We s u b t r a c t e d the a l l o c a t e d $135,000 t o 

f r a c t u r e s t i m u l a t e the B r i t t B-8 w e l l . 

There's s e v e r a l p i e c e s of equipment we f e e l 

are necessary f o r a competent Eumont c o m p l e t i o n t h a t 

the B r i t t B-8 does not c u r r e n t l y have, and we have 

s u b t r a c t e d those from the AFE c o s t . We're p r o p o s i n g 

t h a t v a l u e of the e x i s t i n g B r i t t B-8 No. 1 t o be 

$188 , 570 . 

Q. I n your o p i n i o n , i s t h a t a reasonable and 

e q u i t a b l e v a l u e f o r the o p e r a t o r t o recover f o r h i s 

c o n t r i b u t i o n o f t h a t e x i s t i n g w e l l b o r e t o the 

p r o r a t i o n u n i t ? 

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 

32 

A. Yes , s i r . 

Q. What p o s i t i o n are you t a k i n g r e g a r d i n g the 

e x i s t i n g w e l l t h a t ' s known as th e B r i t t - L a u g h l i n Gas 

Com. No. 5? 

A. The B r i t t - L a u g h l i n Gas Com. No. 5 i s 

l o c a t e d 330 from the south l i n e and 2310 from the east 

l i n e o f S e c t i o n 5. We have encountered some — a s I 

s a i d when I was going over the c r o s s - s e c t i o n , i n 1985 

i t appears t h a t Oxy or C i t y S e r v i c e , at t h a t time the 

o p e r a t o r , encountered mechanical problems w i t h the 

w e l l based upon the d r a m a t i c decrease of 

d e l i v e r a b i l i t y from t h a t w e l l . 

Since our assumed o p e r a t i o n s and purchase 

of the L a u g h l i n B No. 5 w e l l , we've put the w e l l on 

pump and cleaned the w e l l out and have encountered 

some mechanical problems, s p e c i f i c a l l y some water 

p roblems. 

So, at t h i s time we're not prepared t o 

i n c l u d e any valu e on the L a u g h l i n B No. 5. We would 

l i k e t o reserve the r i g h t t o come back and ask f o r a 

value on i t . 

What we p l a n t o do i s d r i l l the No. 6 w e l l 

f i r s t , do some t e s t i n g , which we n o r m a l l y do, of 

p o t e n t i a l problem zones below and above the Eumont gas 

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

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 

33 

d e l i v e r i n g l a r g e amounts of wa t e r . We w i l l t e s t those 

zones t o get a b e t t e r idea and h o p e f u l l y i s o l a t e our 

mechanical problem on the L a u g h l i n B No. 5. 

At t h a t t i m e , a f t e r d r i l l i n g the No. 6 

w e l l , w e ' l l make a d e c i s i o n whether we want t o proceed 

w i t h w o r k i n g over the No. 5 w e l l . 

Q. I n your o p i n i o n , Mr. S t e w a r t , would the 

f o r m a t i o n o f t h i s p r o r a t i o n u n i t and the o p e r a t i o n s as 

proposed, serve the best i n t e r e s t s 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 o f c o r r e l a t i v e r i g h t s ? 

A. Yes, i n my o p i n i o n i t would. 

MR. GALLEGOS: Pass t he w i t n e s s . 

HEARING EXAMINER: Mr. Carr? 

EXAMINATION 

BY MR. CARR: 

Q. Mr. S t e w a r t , I would l i k e t o go back t o the 

B r i t t - L a u g h l i n Gas Com. No. 5 w e l l . That's one of the 

o l d e r w e l l s on t h i s p r o r a t i o n u n i t , i s i t not? 

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

Q. That was operated by Oxy. I guess, u n t i l 

a c q u i r e d by Mr. Hartman? 

A. That's c o r r e c t . We a c q u i r e d i t - - I b e l i e v e 

the assignment was e f f e c t i v e the f i r s t q u a r t e r of t h i s 

year sometime. 

Q. Mr. Hartman may at some time want t o 
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r e e n t e r and do a workover on t h a t w e l l ? 

A. Pending the r e s u l t s of the No. 6 w e l l , 

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

Q. When t h i s w e l l was oper a t e d by Oxy, i t had 

160 acres d e d i c a t e d t o i t , d i d i t not? 

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

Q. And the l o c a t i o n b e ing 330 f e e t o f f the 

south l i n e of S e c t i o n 5, a c t u a l l y was a l o c a t i o n t h a t 

was g r a n d f a t h e r e d i n when the Eumont was c r e a t e d , 

i s n ' t t h a t c o r r e c t ? 

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

Q. Now, the nearest w e l l b o r e t h a t Chevron now 

has o f f s e t t i n g t h a t t o the south i s 660 f e e t back from 

t h a t common lease l i n e , i s n ' t t h a t r i g h t ? 

A. That's c o r r e c t . You're r e f e r r i n g t o the 

Whitmire No. 2? 

Q. Yes. So what we've got i s a Hartman w e l l 

t w i c e as c l o s e t o t h a t common lease l i n e as the 

Chevron w e l l ? 

A. That's c o r r e c t . Also t h e No. 2 w e l l , I 

b e l i e v e now, i s n o n p r o d u c t i v e from the Eumont. 

Q. Would i t be a c c e p t a b l e t o Mr. Hartman f o r 

the order t h a t r e s u l t s from t h i s h e a r i n g t o p r o v i d e 

t h a t the No. 5 w e l l , the p r o d u c t i o n from t h a t w e l l be 

l i m i t e d so as not t o exceed what would be the 160-acre 
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Eumont a l l o w a b l e ? 

A. I b e l i e v e t h a t we would c o n s i d e r t h a t and 

be i n f a v o r of t h a t . 

MR. GALLEGOS: Yes, we re g a r d t h a t as being 

a c c e p t a b l e . 

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

HEARING EXAMINER: Are t h e r e any o t h e r 

quest ions? 

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

EXAMINATION 

BY HEARING EXAMINER: 

Q. Mr. S t e w a r t , I'm going t o refer' t o E x h i b i t 

1. L e t ' s t a l k a l i t t l e b i t about t h a t B r i t t - L a u g h l i n 

Gas Com. Well No. 2 . 

What are Doyle Hartman's proposed plans on 

t h a t w e l l and what's i t s p r e s e n t s t a t u s ? 

A. The pr e s e n t s t a t u s of the B r i t t - L a u g h l i n 

Gas Com. No. 2, i t was p r e v i o u s l y operated by Union 

Texas. Since t h a t time we understand t h a t they've 

assigned the w e l l b o r e t o Amerada-Hess. I t has 

p o t e n t i a l l y secondary r e c o v e r y p l a n s f o r t h i s area. 

I t was a dual c o m p l e t i o n i n the Eumont and 

Grayburg-San Andres zones. C u r r e n t l y the w e l l has 

been TA'd by Union Texas i n September of 89. I t l a s t 

produced i n December of 1984 from the Eumont 
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i n t e r v a l . 

We have no c u r r e n t p l a n s f o r the 

B r i t t - L a u g h l i n - - o r the L a u g h l i n Gas Com. No. 2 w e l l . 

We do have some concerns about the proper p l u g g i n g and 

abandoning o f the w e l l . 

Q. So t h e r e are no plans t o b r i n g t h a t w e l l 

back onto p r o d u c t i o n ? That was shown on the e x h i b i t 

as i n f o r m a t i o n o n l y f o r w e l l s w i t h i n i n the p r o r a t i o n 

u n i t produced from the Eumont? 

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

Q. I t h i n k you gave me a l o c a t i o n f o r t h a t 

No. 5. I'm not sure — 

A. The No. 5? 

Q. I'm s o r r y . The No. 6 w e l l . 

A. No. 6 w e l l i s proposed t o be l o c a t e d at 

1860 from the south l i n e , 760 from the east l i n e , and 

i t ' s a l s o i l l u s t r a t e d on E x h i b i t 9. 

Q. I n your a p p l i c a t i o n you request a 

200-percent r i s k p e n a l t y . Does t h a t s t i l l h o l d t r u e ? 

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

Q. Now, t h i s i s an i n - f i l l w e l l . I n f a c t , 

t h i s w i l l be the second p r o d u c i n g w e l l at present 

since the No. 5. I s t h a t shut in? I'm s o r r y , the No. 

1? 

A. The B r i t t nB-8 n No. 1 l o c a t e d i n the C 
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p o s i t i o n , the C u n i t of S e c t i o n 8, i s a pr o d u c i n g 

w e l l . I t ' s not t h i s day p r o d u c i n g , pending a gas 

market by Doyle Hartman. When we bought the w e l l from 

Conoco i t was a t o p a l l o w a b l e Eumont producer f o r a 

40-acre p r o r a t i o n u n i t . 

Q. Mr. S t e w a r t , h e l p me break t h i s 200 p e r c e n t 

down. When you t a l k of r i s k , what are we assuming? 

A. I n the Eumont, e s p e c i a l l y i n t h i s area, 

t h e r e are s e v e r a l r i s k s i n v o l v e d w i t h d r i l l i n g an 

i n - f i l l w e l l , above and over the normal r i s k of 

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

You've got the Grayburg-San Andres 

f o r m a t i o n , which i s , as you can see on the 

c r o s s - s e c t i o n s , r i g h t below the Penrose f o r m a t i o n . 

The area of the Grayburg-San Andres has a h i s t o r y of 

hig h water f l o w s , and l o s s c i r c u l a t i o n . 

Up above the proposed or p r o d u c t i v e h o r i z o n 

i n the Yates, i n the Seven R i v e r s , you've got the 

p o t e n t i a l f o r , a g a i n , l o s s c i r c u l a t i o n zones. And 

i n j e c t i o n i n the area and o f f s e t w a t e r f l o o d s has known 

to come across bedding p l a i n s and p r o v i d e water f l o w s , 

which was p r e v a l e n t over on the E l l e n Weir lease i n 

Sec t i o n 3. 

With t h a t i n mind, you've got — which were 

not i n c l u d e d i n the AFE's—you've got the p o t e n t i a l 
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f o r r u n n i n g DV t o o l s on your cement j o b s , you've got 

the p o t e n t i a l f o r s t i c k i n g d r i l l p i p e w h i l e you're 

d r i l l i n g l o s s c i r c u l a t i o n zones, exc e s s i v e mud and 

water b u i l d s when you're d r i l l i n g l o s s c i r c u l a t i o n 

zones . 

Q. What ot h e r f a c t o r s should be i n c l u d e d i n 

t h i s 200 p e r c e n t , because t h i s a l s o i n c l u d e s the 

d r i l l i n g and c o m p l e t i o n , i s t h a t c o r r e c t ? 

A. That's c o r r e c t . W i t h i n the c o m p l e t i o n - - o f 

course, any w e l l you d r i l l i s not 100-percent 

guaranteed t o be a p r o d u c t i v e p r o d u c e r . We've t r i e d 

t o l i m i t and use the i n f o r m a t i o n we have t o our best 

a b i l i t y t o s e l e c t an area t h a t we f e e l l i k e w i l l be 

p r o d u c t i v e , but i t ' s the i n h e r e n t n a t u r e of the o i l 

and gas i n d u s t r y t h a t some r i s k i s a s s o c i a t e d w i t h 

d r i l l i n g and c o m p l e t i o n . 

On the c o m p l e t i o n s i d e t h e r e ' s the r i s k of 

cement jobs on o f f s e t w e l l s t h a t are not competent, 

t h a t can cause c r o s s - f l o w i n t o p r o d u c t i v e h o r i z o n s . 

And when you complete t h a t , complete your w e l l i n the 

p r o d u c t i v e zone, you can have a d d i t i o n a l c o s t s t o 

c o r r e c t those problems or p o s s i b l y have t o abandon the 

w e l l . 

Q. I s the a c t u a l presence of a p r o d u c i n g 

h o r i z o n ever a f a c t o r i n the r i s k p e n a l t y ? 
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A. The presence of a p r o d u c i n g h o r i z o n i s a 

f a c t o r i n t h a t the p o r o s i t y development and 

p e r m e a b i l i t y development i n t h i s area and t h r o u g h o u t 

the Eumont Pool i s n o t , I guess i n g e o l o g i c a l t e r m s , a 

b l a n k e t or e v e r - p r e s e n t s i t u a t i o n , t h a t p o r o s i t y on 

some w e l l s , i n the Eumont zone and the Queen zone, can 

be t i g h t i n areas where the o f f s e t s have shown good 

p o r o s i t y and p e r m e a b i l i t y . But 40-acre o f f s e t s have 

been known t o be d r y h o l e s . 

HEARING EXAMINER: Any ot h e r q u e s t i o n s of 

t h i s w i t n e s s ? 

MR. STOVALL: I have a q u e s t i o n w i t h regard 

t o E x h i b i t No. 12. 

EXAMINATION 

BY MR. STOVALL: 

Q. You've come up w i t h a val u e of r o u g h l y 

$188,000 as the c o n t r i b u t i o n t h a t Hartman i s making t o 

the p r o r a t i o n u n i t w i t h the e x i s t i n g B r i t t - L a u g h l i n 

Com. No. 1, i s t h a t c o r r e c t ? 

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

Q. I assume t h a t means what you're seeking i s 

to recover the cost of t h a t c o n t r i b u t i o n from the 

p a r t i e s who are pooled i n t o t h i s u n i t , whether 

v o l u n t a r i l y or f o r c e - p o o l e d ? 

A. That's c o r r e c t . 
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Q. Are you seeking t o recover any s o r t of r i s k 

f a c t o r a s s o c i a t e d w i t h t h a t c o n t r i b u t i o n ? 

A . No . 

MR. STOVALL: Okay. 

MR. GALLEGOS: Mr. Examiner, one f u r t h e r 

q u e s t i o n , i f I may. 

FURTHER EXAMINATION 

BY MR. GALLEGOS" 

Q. Mr. S t e w a r t , has P h i l l i p s consented t o the 

compulsory p o o l i n g along w i t h the proposed 200-percent 

r i s k p e n a l t y ? 

A. Yes, th e y have, and I b e l i e v e t h a t ' s 

w i t n e s s e d by E x h i b i t 3, which i s a l e t t e r from 

P h i l l i p s dated 5/15/90. 

MR. GALLEGOS: Thank you. That's a l l the 

qu e s t i o n s I have of Mr. St e w a r t . 

HEARING EXAMINER: I don't b e l i e v e I have 

any f u r t h e r q u e s t i o n s of Mr. S t e w a r t . Have we 

i n t r o d u c e d a l l of the e x h i b i t s ? 

MR. GALLEGOS: Yes. What I would l i k e t o 

do now i s t o a l s o c a l l t o the a t t e n t i o n of the 

Examiner, w i t h o u t the need f o r a w i t n e s s , E x h i b i t 13, 

which i s the A f f i d a v i t of Compliance w i t h Rule 1207, 

and E x h i b i t 14, which i s a packet of l e t t e r s from the 

L a u g h l i n h e i r s , who are the m i n e r a l i n t e r e s t owners i n 
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the n o r t h e a s t of the n o r t h e a s t of S e c t i o n 8. They're 

s i m p l y e x p r e s s i n g t h e i r i n t e r e s t i n being i n c l u d e d i n 

the p r o d u c i n g p r o r a t i o n u n i t . 

With t h a t , Mr. Examiner, I would l i k e t o 

o f f e r i n evidence E x h i b i t s 1 t h r o u g h 14. 

HEARING EXAMINER: E x h i b i t s 1 t h r o u g h 14 

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

Does anybody e l s e have a n y t h i n g f u r t h e r i n 

Case No. 9898? 

Mr. G a l l e g o s , I am going t o request a rough 

d r a f t order from you i n t h i s case, p l e a s e . 

MR. GALLEGOS: A l l r i g h t , I ' d be happy t o 

do t h a t . 

HEARING EXAMINER: With t h a t , i f t h e r e ' s 

n o t h i n g e l s e i n t h i s case, i t w i l l be taken under 

adv i sement. 
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