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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCE DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF: ) 
APPLICATION OF GRAND PRODUCTION COMPANY ) 
FOR COMPULSORY POOLING, LEA COUNTY, NEW ) CASE NO. 10157 
MEXICO ) 

) 

I2iMINER_HEARI_NG 

BEFORE: DAVID R. CATANACH, Examiner 

November 14 
11:20 a.m. 

Santa Fe, New Mexico 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e the O i l 
C o n s e r v a t i o n D i v i s i o n on November 14, a t 11:20 a.m. a t the 
O i l C o n s e r v a t i o n Conference Room, S t a t e Land O f f i c e 
B u i l d i n g , 310 Old Santa Fe T r a i l , Santa Fe, New Mexico, 
b e f o r e Susan G. Ptacek, a C e r t i f i e d Shorthand R e p o r t e r No. 
124 and N o t a r y P u b l i c i n and f o r the County of Santa Fe, 
S t a t e o f New Mexico. 

FOR: OIL CONSERVATION BY: 
DIVISION 

SUSAN G. PTACEK 
C e r t i f i e d Shorthand Reporter 
CSR No. 1224 
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A P P E A R A N C E S 

FOR THE DIVISION:: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l C o n s e r v a t i o n D i v i s i 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 87504 

FOR THE APPLICANT: KELLAHIN, KELLAHIN & AUBREY 
A t t o r n e y s a t Law 
BY: CANDACE HAMANN CALLAHAN, ESQ. 
117 N o r t h Guadalupe 
Santa Fe, New Mexico 87501 

* * * 

HUNNICUTT REPORTING 
(505) 982-9770 



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 

EXAMINER CATANACH: At t h i s time we w i l l c a l l Case 

10157 . 

MR. STOVALL: A p p l i c a t i o n of Grand P r o d u c t i o n Company 

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

EXAMINER CATANACH: Are t h e r e any appearances i n t h i s 

case? 

MS. CALLAHAN: Yes, s i r . I'm Candace C a l l a h a n w i t h 

the law f i r m of K e l l a h i n , K e l l a h i n & Aubrey i n Santa Fe, 

a p p e a r i n g f o r Grand P r o d u c t i o n Company. I have two 

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

EXAMINER CATANACH: Are t h e r e any o t h e r appearances? 

Would the two w i t n e s s e s p l e a s e s t a n d and be 

sworn i n ? 

JOHN F. VAUGHAN, 

the Witness h e r e i n , h a v i n g 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 MS. CALLAHAN: 

Q. Mr. Vaughan, would you pl e a s e s t a t e your f u l l 

name ? 

A. John F. Vaughn. 

Q. What i s your o c c u p a t i o n ? ? 

A. I'm l a n d manager f o r Grand P r o d u c t i o n Company. 

Q. 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 t o 

f o r c e - p o o l s e v e r a l m i n e r a l i n t e r e s t owners owning i n t e r e s t s 
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equal t o 1.5 p e r c e n t or l e s s ? 

A. Yes. 

Q. And have you p r e v i o u s l y t e s t i f i e d and been 

q u a l i f i e d b e f o r e the d i v i s i o n --

A. Yes, I have. 

Q. -- as a p e t r o l e u m landman? 

A. Yes. 

MS. CALLAHAN: I t e n d e r Mr. Vaughn as an e x p e r t 

p e t r o l e u m landman. 

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

Q. (By Mr. C a l l a h a n ) Would you l o o k a t E x h i b i t A, 

p l e a s e , and d e s c r i b e t h i s e x h i b i t . 

A. That's a p l a t showing the w e l l s i n the areas 

s u r r o u n d i n g our proposed u n i t . Our proposed u n i t i s shaded 

and the bottom p a r t o f the shaded u n i t i s a s m a l l c i r c l e 

which i n d i c a t e s our proposed l o c a t i o n of our w e l l . 

Q. What i s t h a t l o c a t i o n ? 

A. I t ' s 510 f e e t from the sou t h l i n e and 510 f e e t 

from the east l i n e o f the s e c t i o n . 

Q. And the s p a c i n g u n i t i s ? 

A. I s the east h a l f s o u t h e a s t q u a r t e r of S e c t i o n 

10, 17 South, 37 East, Lea co u n t y . 

Q. What f o r m a t i o n i s your p r i m a r y o b j e c t i v e i n t h i s 

a p p l i c a t i o n ? 

A. P r i m a r y o b j e c t i v e i s the Strawn f o r m a t i o n . 

HUNNICUTT REPORTING 
(505) 982-9770 



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 

Q. Did you p r e v i o u s l y a p p l y and have approved t h i s 

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

A. Yes, we had made a p p l i c a t i o n l a s t t i me I b e l i e v e 

about t h i s same t i m e , near the end o f November, f o r 

p o o l i n g . 

Q. That a p p l i c a t i o n was approved? 

A. Yes, i t was. 

Q. Can you j u s t e x p l a i n t o us why i t i s t h a t we are 

here today r a t h e r t h a n p u r s u i n g the p r i o r a p p l i c a t i o n ? 

A. B a s i c a l l y t h e r e were budget c o n s t r a i n t s t h a t 

p r e v e n t e d us from commencing the w e l l under the p r e v i o u s 

o r d e r , and we're now i n a p o s i t i o n t o commence the w e l l and 

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

Q. Would you lo o k a t E x h i b i t B, please? 

A. Okay. 

Q. Would you plea s e d e s c r i b e t h i s e x h i b i t ? 

A. That's a t a b u l a t i o n of the w o r k i n g i n t e r e s t 

owners u n d e r l y i n g t h i s u n i t t h a t we're s e e k i n g t o p o o l . 

Q. What percentage o f the w o r k i n g i n t e r e s t owners 

have v o l u n t a r i l y j o i n e d so f a r ? 

A. O b v i o u s l y Grand P r o d u c t i o n and then a l s o S c o t t 

R i t c h i e w i t h a 25 p e r c e n t . The balance o f the owners have 

n o t , so i t ' s r o u g h l y 85 1/2 p e r c e n t have j o i n e d . The 14 

1/2 p e r c e n t remainder have n o t . 

Q. What a t t e m p t s d i d you make t o o b t a i n the 

HUNNICUTT REPORTING 
(505) 982-9770 



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 

2 

v o l u n t a r y j o i n d e r o f those who have not y e t v o l u n t a r i l y 

j o i n e d ? 

A. I c i r c u l a t e d a p r o p o s a l l e t t e r back i n May --

Q. I s t h a t E x h i b i t C here? 

A. Yes, E x h i b i t C. -- t o each of the owners, each 

was sent c e r t i f i e d , and b a s i c a l l y a l l o f these owners are 

s m a l l owners. I mean t h e i r i n t e r e s t s are s m a l l . They 

a p p a r e n t l y are n o t v e r y concerned about i t inasmuch as none 

of them have responded t o my l e t t e r . 

Q. And some o f them you were unable t o o b t a i n 

addresses f o r ? 

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

Q. What percentage are those? 

MR. STOVALL: Can I i n t e r r u p t you f o r a moment? 

MS. CALLAHAN: Yes. 

MR. STOVALL: You have i n d i c a t e d t h a t t h i s has a l r e a d y 

been f o r c e d p o o l once; i s t h a t c o r r e c t ? 

MS. CALLAHAN: R i g h t . But the p e r i o d has e x p i r e d . 

MR. STOVALL: I u n d e r s t a n d t h a t . The q u e s t i o n I've 

got — l e t me j u s t ask your w i t n e s s . Have t h e r e been any 

changes i n the ownership? 

THE WITNESS: No, s i r . 

MR. STOVALL: Did you have a d e s i r e t o i n c o r p o r a t e 

t h a t r e c o r d i n t o here t o s u b s t a n t i a t e a t t e m p t s t o 

n e g o t i a t e ? 
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MS. CALLAHAN: Yes. 

MR. STOVALL: Do you remember the case number by any 

chance . 

MS. CALLAHAN: Yes, I have i t . I t ' s Case 9835, order 

No. 9077. 

EXAMINER CATANACH: 9077? 

MS. CALLAHAN: Yes. 

MR. STOVALL: I take t h a t as a mo t i o n t o i n c o r p o r a t e 

t h a t r e c o r d . 

MS. CALLAHAN: Yes, I so move. Thank you. 

EXAMINER CATANACH: The r e c o r d i n Case 9835 w i l l be 

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

MS. CALLAHAN: Thank y o u . 

A. But t o answer your q u e s t i o n , a p p r o x i m a t e l y 7 1/2 

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

u n l o c a t a b l e . 

Q. (By Ms. C a l l a h a n ) And c o u l d you j u s t b r i e f l y 

d e s c r i b e what a t t e m p t s you made t o f i n d addresses f o r these 

people? 

A. Grand i n i t i a l l y a c q u i r e d the i n t e r e s t i n t h i s 

u n i t t h r o u g h a farm out from B.P., Bruce Pe t r o l e u m . They 

have a c t u a l l y done the i n i t i a l work and had the i n i t i a l 

o w nership r e p o r t s t a k e n , and made a t t e m p t s t o c o n t a c t these 

i n d i v i d u a l s . When we r e c e i v e d the farm o ut from B.P., we 

r e c e i v e d t h e i r f i l e and notes over the u n i t . P r i o r t o the 
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l a s t h e a r i n g , l a s t y e a r , I went t o the Lea County -- t o the 

coun t y c o u r t h o u s e i n L o v i n g t o n and made a p e r s o n a l 

e x a m i n a t i o n o f the r e c o r d s i n an a t t e m p t t o o b t a i n 

addresses. 

And i n a d d i t i o n t o t h a t a l l o f these i n t e r e s t 

owners a c q u i r e d t h e i r i n t e r e s t s t h r o u g h a company by the 

name of Ha r d i n g O i l . These were i n v e s t o r s o f Ha r d i n g O i l . 

I c o n t a c t e d the p r i n c i p a l o f H a r d i n g O i l t o r e q u e s t 

addresses f o r these i n d i v i d u a l s , and he d i d not have 

c u r r e n t addresses f o r them, and d i d n o t know where th e y 

were. And I a l s o c o n t a c t e d the owners t h a t I d i d have 

addresses t o i n q u i r e i f th e y j u s t happened t o know who they 

were, and I t h i n k I was s u c c e s s f u l on one event which I do 

have t h e i r address now. 

Since t h a t t i me I have h i r e d a n o t h e r landman 

j u s t r e c e n t l y t o go t o the r e c o r d s , t o Lea County t o v e r i f y 

t h a t t h e r e has been n o t h i n g f i l e d of r e c o r d t h a t would 

i n d i c a t e t h a t these people -- w i t h an updated address or 

whateve r . 

Q. I ' d l i k e you now t o l o o k a t E x h i b i t D. Would 

you d e s c r i b e t h i s e x h i b i t f o r us? 

A. That i s Grand's AFE f o r the d r a w i n g of our 

proposed w e l 1 . 

Q. And t h i s AFE i s dated what date? 

A. November the 9, 1990. 
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Q. And the AFE t h a t you sent w i t h your l e t t e r 

p r o p o s i n g j o i n d e r t o the v a r i o u s w o r k i n g i n t e r e s t owners i s 

about a year --

A. Yes, i t was dated November 1 s t . 

Q. -- p r i o r t o t h i s ? 

A. Yes. 

Q. However, would you pl e a s e t e l l us what the 

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

of these AFE's? 

A. $395,800 f o r a d r y h o l e c o s t . 

Q. And p r o d u c i n g cost? 

A. $650,6 40. 

Q. So t h e r e has been no change? 

A. T h e i r has been no change. I j u s t had our 

eng i n e e r r e v i e w the AFE t o make sure the c o s t s are s t i l l 

r e l e v a n t . 

Q. Are these c o s t s w i t h i n t he range t h a t o t h e r 

o p e r a t o r s i n the area use f o r a comparable w e l l ? 

A. Yes, t h e y a r e . 

Q. Did you prep a r e an o p e r a t i n g agreement f o r t h i s 

w e l l ? 

A. Yes, I d i d . 

Q. Can you t e l l us what the overhead r a t e s i n t h a t 

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

A. They were $5,000 a month f o r a d r i l l i n g w e l l , 
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$500 a month f o r a p r o d u c i n g w e l l . 

Q. And those r a t e s are w i t h i n the average f o r r a t e s 

— f o r w e l l s o f t h a t depth a c c o r d i n g t o the E r n s t & Young 

survey? 

A. Yes. 

Q. And are those the r a t e s t h a t you would recommend 

t h a t t he d i v i s i o n accept f o r t h i s o r d e r --

A. Yes. 

Q. -- i f i t i s granted? 

A. And I might add those are the same r a t e s t h a t we 

used i n the p r e v i o u s o r d e r . 

Q. And does Grand P r o d u c t i o n Company ask t o be 

d e s i g n a t e d as o p e r a t o r f o r t h i s w e l l ? 

A. Yes. 

MS. CALLAHAN: At t h i s t i me I would a l s o l i k e the 

r e c o r d t o r e f l e c t t h a t E x h i b i t E i s the c e r t i f i c a t e of 

m a i l i n g i n compliance w i t h o r d e r R-8054 p r e p a r e d by our law 

f i r m , K e l l a h i n , K e l l a h i n & Aubrey. 

I have no f u r t h e r q u e s t i o n s o f t h i s w i t n e s s . 

EXAMINER CATANACH: We w i l l e n t e r E x h i b i t s A t h r o u g h E 

at t h i s t ime. 

( A p p l i c a n t ' s E x h i b i t s A t h r o u g h E 

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

EXAMINATION 

BY EXAMINER CATANACH: 

HUNNICUTT REPORTING 
(505) 982-9770 



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 

12 

Q. Mr. Vaughan, can you i d e n t i f y on E x h i b i t B which 

e n t i t i e s you were n o t a b l e t o l o c a t e ? 

A. Yes. Running down the l i s t , b e g i n n i n g w i t h E. 

J. E c k e l s , J r . , and a l l p a r t i e s l i s t e d below h i s name are 

the ones t h a t were u n l o c a t a b l e . 

Q. You b e l i e v e you've made an adequate a t t e m p t t o 

f i n d the c u r r e n t addresses of these i n t e r e s t owners? 

A. Yes, I have. 

Q. Have you had any response from the o t h e r 

i n t e r e s t owners who are not p a r t i c i p a t i n g ? 

A. No, s i r . No response whatsoever. I n f a c t , 

t h e r e were q u i t e a few more owners t h a t we were a b l e t o 

r e q u i r e t h a t o b v i o u s l y are n o t p o o l i n g t o d a y . I can j u s t 

say t h a t most o f those people d i d n ' t even know the y owned 

an i n t e r e s t . I t ' s j u s t a s m a l l i n t e r e s t t h a t i t ' s almost 

— seemed i r r e l e v a n t t o them. I r e c e i v e d no response 

whatsoever from any of the b a l a n c e . 

EXAMINER CATANACH: I have no f u r t h e r q u e s t i o n s of the 

wi tne ss. 

GEORGE W. VELOTTA, SR., 

the Witness h e r e i n , h a v i n g 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 MS. CALLAHAN: 

Q. Mr. V e l o t t a , would you please g i v e your f u l l 
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name and o c c u p a t i o n ? 

A. George W. V e l o t t a , Sr. I am a g e o l o g i s t i n 

Oklahoma C i t y f o r Grand P r o d u c t i o n Company. 

Q. Are you f a m i l i a r w i t h the Grand P r o d u c t i o n 

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

A. Yes. 

Q. And have you u n d e r t a k e n a s t u d y of the geology 

i n t h i s area? 

A. Ye s, I have. 

Q. And you s t a n d ready t o o f f e r an o p i n i o n on the 

geology i n t h i s area? 

A. T h i s proposed l o c a t i o n --

Q. I'm j u s t a s k i n g i f you are ready --

A. Oh, excuse me. Yes. 

Q. -- t o render an o p i n i o n . 

A. Yes. 

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

d i v i s i o n ? 

A. No . 

Q. Would you please b r i e f l y d e s c r i b e your 

e d u c a t i o n ? 

A. Yes, I r e c e i v e d my b a c h e l o r o f sc i e n c e degree 

from the U n i v e r s i t y of Kentucky i n 1947. Subsequent times 

I've worked f o r P h i l l i p s P e t r oleum Company f o r 

a p p r o x i m a t e l y seven y e a r s , Sohio, Standard O i l Company of 
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Ohio, f o r 20 y e a r s , Kerr McKee C o r p o r a t i o n f o r couple of 

y e a r s , c o n s u l t i n g f o r about 16 and w i t h Grand f o r the l a s t 

t h r e e y e a r s a p p r o x i m a t e l y . V a r i o u s p a r t s o f the U n i t e d 

S t a t e s from Oklahoma t o the A p p a l a c h i a n area. I have done 

e x t e n s i v e c o a l e x p l o r a t i o n work f o r Standard O i l of Ohio's 

c o a l s u b s i d i a r y i n the Rocky Mountain area. That's about 

i t as f a r as a b r i e f resume. 

MS. CALLAHAN: Mr. Examiner, are t h i s w i t n e s s ' 

q u a l i f i c a t i o n s a c c e p t a b l e as an e x p e r t g e o l o g i s t ? 

EXAMINER CATANACH: Yes, the y a r e . Would you s p e l l 

your l a s t name f o r us? 

THE WITNESS: V - e - l - o - t - t - a . 

EXAMINER CATANACH: Thank y o u . 

Q. (By Ms. C a l l a h a n ) Mr. V e l o t t a , do you have an 

o p i n i o n r e g a r d i n g the g e o l o g i c r i s k i n v o l v e d i n d r i l l i n g a 

d r y h o l e or o b t a i n i n g a p r o d u c i n g w e l l t h a t does u l t i m a t e l y 

pay out? 

A. Yes. 

Q. I s t h a t a s i g n i f i c a n t g e o l o g i c a l r i s k ? 

A. Yes. I t e x i s t s i n ever y w e l l you d r i l l , 

r e g a r d l e s s whether you're w i l d c a t t i n g or o f f s e t t i n g 

p r o d u c t i o n . 

Q. Okay. I n terms of the maximum s t a t u t o r y r i s k 

f a c t o r p e n a l t y of 200 p e r c e n t t o be assessed a g a i n s t any 

no n c o n s e n t i n g w o r k i n g i n t e r e s t owners and t o be reco v e r e d 
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o u t of t h e i r share o f p r o d u c t i o n , do you have an o p i n i o n , 

i s t h a t 200 p e r c e n t j u s t i f i e d i n t h i s case? 

A. I t h i n k t h a t would be a minimum p e n a l t y t o be 

a p p l i ed. 

Q. I ' d l i k e you t o l o o k a t E x h i b i t F, p l e a s e . 

Would you please d e s c r i b e t h i s e x h i b i t f o r us? 

A. E x h i b i t F i s a s t r u c t u r a l map pr e p a r e d on t o p of 

the Lower Strawn c a r b o n a t e . T h i s map i s pr e p a r e d as a 

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

r u n n i n g n o r t h - s o u t h on the east s i d e of S e c t i o n s 10 and 15 

as shown by the s m a l l c i r c l e s t h a t break the s e c t i o n l i n e . 

I n a d d i t i o n , an eas t - w e s t l i n e r u n n i n g across the n o r t h 

s i d e of S e c t i o n s 10 and 11, c o n t i n u i n g east i s a l s o 

prepa r e d . 

Q. Would you f e e l more c o m f o r t a b l e u s i n g E x h i b i t A 

or t h i s e x h i b i t t o t a l k about the d r y h o l e s s u r r o u n d i n g 

your proposed t e s t ? 

A. E i t h e r one. 

Q. Would you please t e l l us --

A. P o s s i b l y one of -- the o t h e r map, the p o r o s i t y 

map, would p r o b a b l y have more b e a r i n g on the Strawn than 

the s t r u c t u r e map. 

Q. Okay. Then do you want t o lo o k a t E x h i b i t G, 

and would you please d e s c r i b e t h i s e x h i b i t f o r us? 

A. T h i s i s the gross isopach of the Lower Strawn, 
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which i n c l u d e s the gross i n t e r v a l s p o t e n t i a l l y p r o d u c t i v e . 

T h i s does n o t get i n t o the net aspects o f the f o r m a t i o n . 

P o r o s i t y i s the d e t e r m i n i n g f a c t o r , one of the main 

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

Q. I s your proposed t e s t surrounded by any d r y 

ho l e s 

A. Yes. 

Q. -- out o f the p r i m a r y o b j e c t i v e f o r t h i s t e s t ? 

A. Yes. There are d r y h o l e s t o the e a s t , s o u t h e a s t 

and s o u t h t h a t p e n e t r a t e d the Strawn s e c t i o n . 

Q. These w e l l s t h a t are now d r y , d i d the y produce 

f o r a s u b s t a n t i a l amount o f time? 

A. These were never completed. They were d r y 

h o l e s . You're t a l k i n g about the abandoned p r o d u c e r s t o the 

n o r t h and west? 

Q. R i g h t . 

A. Yes. I b e l i e v e t h a t n o r t h produced some seven 

years . 

Q. And your concern i s , i n terms of r i s k , t h a t 

these w e l l s may have d r a i n e d a s u b s t a n t i a l amount of o i l 

from the o b j e c t i v e zone? 

A. Yes. That i s a d i s t i n c t p o s s i b i l i t y . S u f f e r e d 

p a r t i a l d r a i n a g e anyway. H o p e f u l l y we can f i n d an area 

t h a t has not r e a l l y been a f f e c t e d . 

Q. What i s the c l o s e s t p r o d u c i n g w e l l from your 
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p r i m a r y o b j e c t i v e ? 

A. I t would be i n S e c t i o n 10, w e l l denoted No. 5, 

which was a p p r o x i m a t e l y the sou t h h a l f o f the n o r t h e a s t of 

the s o u t h e a s t of S e c t i o n 10-17-37. And the west o f f s e t i n 

the southwest o f the s o u t h e a s t , S e c t i o n 10-17-37, was a 

s t r o n g p r o d u c e r . 

Q. I'm s o r r y . I d i d n ' t make myse l f c l e a r . I meant 

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

A. No c u r r e n t p r o d u c i n g w e l l o f f s e t t i n g t h i s t r a c t . 

They have produced but the y are abandoned. 

Q. What i s the c l o s e s t p r o d u c i n g w e l l from t h a t 

now? 

A. C l o s e s t p r o d u c i n g w e l l a t t h i s t i me i s S e c t i o n 

11, t he n o r t h w e s t o f the s o u t h e a s t . 

MS. CALLAHAN: I have no f u r t h e r q u e s t i o n s . I ' d l i k e 

t o o f f e r i n t o evidence E x h i b i t s F and G --

Q. (By Ms. C a l l a h a n ) I would l i k e t o f i r s t ask my 

w i t n e s s were these e x h i b i t s p r e p a r e d by you or a t your 

d i r e c t i o n ? 

A. Both, i n c o n j u n c t i o n w i t h s e i s m i c . 

EXAMINER CATANACH: E x h i b i t s F and G w i l l be? a d m i t t e d 

as evidence i n t h i s case. 

( A p p l i c a n t ' s E x h i b i t s F and G were 

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

BY EXAMINER CATANACH: 

Q. Mr. V e l o t t a , the w e l l s shown on your i s o p a c h , 

W e l l No. 5 --

A. Yes. 

Q. — t h a t has been d r i l l e d and produced from the 

Strawn f o r m a t i o n ? 

A. Yes. 

Q. And what's the s t a t u s of t h a t w e l l ? 

A. I t ' s P&A. May I -- I have abandonment dates on 

the same p l a t i n my b r i e f c a s e , i f I may r e f e r t o i t . 

Q. Okay. 

A. That w e l l was P&A'd i n 1979. 

Q. How l o n g d i d i t produce f o r ? 

A. I t was completed i n i t i a l l y i n '72, 1972. 

Q. So by d r i l l i n g a w e l l i n the s o u t h e a s t - s o u t h e a s t 

q u a r t e r you hope t o rec o v e r o i l which may n o t have been 

r e c o v e r e d by t h a t No. 5 w e l l ? 

A. Yes. 

Q. You b e l i e v e t h a t t o be a s u b s t a n t i a l amount? 

A. I t h i n k the s e i s m i c i n d i c a t i o n of b o t h 

s t r u c t u r a l p o s i t i o n and p o s s i b l y showing a b u i l d - u p of the 

Strawn c a r b o n a t e j u s t i f y the r i s k i n v o l v e d . 

Q. Has your company ever d r i l l e d a Strawn w e l l i n 

t h i s area? 
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A. We have j u s t s e t p i p e p r o b a b l y y e s t e r d a y i n 

S e c t i o n 5 o f 17-3 7 j u s t west o f here a couple of m i l e s . 

EXAMINER CATANACH: I b e l i e v e those are a l l the 

q u e s t i o n s I have. The w i t n e s s may be excused. 

MS. CALLAHAN: I have one f u r t h e r q u e s t i o n o f the 

wi tne s s . 

FURTHER EXAMINATION 

BY MS. CALLAHAN: 

Q. Mr. V e l o t t a , i s i t your o p i n i o n t h a t a p p r o v a l of 

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

o i l and gas, p r e v e n t i o n of waste and p r o t e c t i o n of 

c o r r e l a t i v e r i g h t s ? 

A. Yes. 

EXAMINER CATANACH: A n y t h i n g f u r t h e r i n t h i s case? 

MS. CALLAHAN: N o t h i n g f u r t h e r . 

EXAMINER CATANACH: Case 10157 w i l l be taken under 

a d v i sement. 

(Whereupon, the h e a r i n g was concl u d e d . ) 

* * * 
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STATE OF NEW MEXICO 
SS . 

COUNTY OF SANTA FE 

REPORTER'S CERTIFICATE 

I , Susan G. Ptacek, a C e r t i f i e d Shorthand R e p o r t e r and 

No t a r y P u b l i c , do HEREBY CERTIFY t h a t I s t e n o g r a p h i c a 1 1 y 

r e p o r t e d t h e p r o c e e d i n g s b e f o r e t he O i l C o n s e r v a t i o n 

D i v i s i o n , and t h a t t he f o r e g o i n g i s a t r u e , complete and 

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

appears from my s t e n o g r a p h i c notes so tak e n and 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 . 

I FURTHER CERTIFY t h a t I am not r e l a t e d t o nor 

employed by any of the p a r t i e s h e r e t o , and have no i n t e r e s t 

i n t he outcome t h e r e o f . 

DATED a t Santa Fe, New Mexico, t h i s 1 0th day of 

December, 1990. 

SUSAN G. PTACEK 
C e r t i f i e d Shorthand Reporter 
N o t a r y P u b l i c 

My Commission E x p i r e s : 
December 10, 1993 
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