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1 HEARING EXAMINER: C a l l next case, 9959, 

2 and at the request of the g e n e r a l counsel of the 

3 a p p l i c a n t , we're going t o c o n s o l i d a t e Case Nos. 9959 

4 and 9960; so I'm going t o a l s o c a l l Case No. 9960. 

5 MR. STOVALL: Both are t i t l e d i n the same 

6 manner, the a p p l i c a t i o n of B i r d Creek Resources, I n c . , 

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

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

9 appearances i n both cases. 

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

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

12 K e l l a h i n & Aubrey appearing on b e h a l f of the A p p l i c a n t 

13 today, and I have two wi t n e s s e s t o be sworn. 

14 HEARING EXAMINER: Are t h e r e any ot h e r 

15 appearances? W i l l the wi t n e s s e s please stand and be 

16 sworn? 

17 (Witnesses sworn.) 

18 MR. KELLAHIN: Mr. Examiner, we've asked 

19 you t o c o n s o l i d a t e these two cases f o r h e a r i n g . We 

20 would, however, request t h a t you ent e r us separate 

21 p o o l i n g o r ders f o r each of the two w e l l s . The p r i m a r y 

22 o b j e c t i v e of the w e l l i s Delaware w e l l p r o d u c t i o n on 

23 40-acre sp a c i n g . Both of these a p p l i c a t i o n s are f o r 

24 Delaware w e l l s i n the same s e c t i o n . 

25 I ' l l ask Mr. L a r r y R o b i n e t t e , the landman 
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1 f o r B i r d Creek, t o d e s c r i b e h i s e f f o r t s on each case 

2 s e p a r a t e l y . Then the g e o l o g i c p r e s e n t a t i o n by Mr. 

3 Campbell w i l l i n v o l v e the same d i s p l a y s by which h e ' l l 

4 d e s c r i b e what i n h i s o p i n i o n i s the r i s k f a c t o r f o r 

5 each of the cases. 

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

7 MR. KELLAHIN: Y o u ' l l f i n d t h a t we have 

8 s u b m i t t e d t o you separate e x h i b i t packages f o r each of 

9 the two cases. I n each i n s t a n c e , the f i r s t e x h i b i t i s 

10 going t o be the N o t i c e of Hea r i n g , then f o l l o w e d by 

11 the e f f o r t s of Mr. R o b i n e t t e t o c o n s o l i d a t e the 

12 i n t e r e s t owners on a v o l u n t a r y b a s i s , and then f i n a l l y 

13 Mr. Campbell's e x h i b i t s w i l l f o l l o w the land 

14 correspondence. 

15 I f you're ready t o proceed, Mr. Examiner, 

16 we're ready. 

17 HEARING EXAMINER: I b e l i e v e I am. 

18 LAWRENCE W. ROBINETTE, 

19 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 

20 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 : 

21 DIRECT EXAMINATION 

22 BY MR. KELLAHIN: 

23 Q. Mr. R o b i n e t t e , f o r the r e c o r d would you 

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

25 A. Lawrence W. R o b i n e t t e . I'm land management 
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1 c o n s u l t a n t , b a s i c a l l y f i l l i n g t he p o s i t i o n of land 

2 manager f o r B i r d Creek Resources. 

3 Q. Have you on p r i o r o c c a s i o n s , Mr- R o b i n e t t e , 

4 t e s t i f i e d b e f o r e the D i v i s i o n as an ex p e r t p e t r o l e u m 

5 landman? 

6 A. Yes, I have. 

7 Q. And pursuant t o your employment, have you 

8 made an e f f o r t on b e h a l f of B i r d Creek Resources t o 

9 c o n s o l i d a t e the v a r i o u s m i n e r a l i n t e r e s t owners w i t h i n 

10 the spacing u n i t s f o r the two s u b j e c t w e l l s on a 

11 v o l u n t a r y basis? 

12 A. Yes, I have. 

13 MR. KELLAHIN: At t h i s t i m e , Mr. Examiner, 

14 we tender Mr. R o b i n e t t e as an e x p e r t petroleum 

15 landman. 

16 HEARING EXAMINER: Mr. R o b i n e t t e i s so 

17 q u a l i f i e d . 

18 Q. (BY MR. KELLAHIN) Mr. R o b i n e t t e , l e t me 

19 d i r e c t your a t t e n t i o n , s i r , t o the package of 

20 documents t h a t are marked f o r Case 9959, and l e t ' s 

21 t u r n t o the 8-1/2 x 14 document marked No. 9. I t ' s 

22 j u s t beyond your correspondence. And l e t ' s use Mr. 

23 Campbell's s t r u c t u r e map f o r a moment to si m p l y o r i e n t 

24 the Examiner as t o the two spacing u n i t s t h a t you're 

25 seeking t h e p o o l i n g o r d e r s f o r . 
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1 F i r s t of a l l , s i r , l e t ' s look a t the g r i d 

2 on t o p of the s t r u c t u r e map. And l o o k i n g a t the g r i d , 

3 l o c a t e f o r us the 40-acre t r a c t t h a t ' s the s u b j e c t of 

4 Case 9959 . 

5 A. Each of the s m a l l e r squares on the map are 

6 40 a c r e s . The l a r g e r squares would be 160. On the 

7 r i g h t - h a n d s i d e of the map i n the c e n t e r , you see 

8 Se c t i o n 15. The i n i t i a l l o c a t i o n i s i n d i c a t e d 

9 o u t l i n e d i n b l a c k , darker black as the southeast of 

10 the southeast q u a r t e r of S e c t i o n 15, 23 South, 28 East 

11 i n Eddy County. 

12 Q. When we look at the second w e l l , which i s 

13 i d e n t i f i e d by D i v i s i o n Case 9960, i d e n t i f y f o r the 

14 Examiner the l o c a t i o n of t h a t w e l l . 

15 A. I t ' s the same s e c t i o n . I t ' s the no r t h w e s t 

16 q u a r t e r of the n o r t h e a s t q u a r t e r of Se c t i o n 15, 23 

17 South, 28 East, i n Eddy County. 

18 Q. Describe f o r the Examiner the land 

19 ownership arrangements t h a t have n e c e s s i t a t e d i n your 

20 o p i n i o n the need f o r a compulsory p o o l i n g order f o r 

21 both of the w e l l s . 

22 A. F i r s t of a l l , the leases under the east 

23 h a l f of S e c t i o n 15 are h e l d by, the p r o d u c t i o n by the 

24 Yarbro "A" Com. However, the o p e r a t o r of the Yarbro 

25 "A" Com, now Oxy, f o r m e r l y C i t i e s S e r v i c e , set an up 
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1 o p e r a t i n g agreement t h a t o n l y covered r i g h t s below the 

2 Base of Bone S p r i n g s . 

3 I cannot e x p l a i n t o you why they d i d t h a t . 

4 I t ' s not n o r m a l l y done, but th e y d i d i t . That l e f t 

5 a l l r i g h t s from the base of the Bone Springs t o the 

6 s u r f a c e as t h e y , i n t h i s case, l a y on the p a r t i c u l a r 

7 40's. So the ownership i s d i v e r s e r a t h e r than 

8 u n i f o r m . Had i t been under the o p e r a t i n g agreement, 

9 i t would be u n i f o r m , and o b v i o u s l y we wouldn't be here 

10 because we would be abl e t o propose w e l l s under the 

11 o p e r a t i n g agreement. 

12 Secondly, I have farm-out agreements i n the 

13 east h a l f t h a t r e q u i r e c o n t i n u o u s d r i l l i n g . Because 

14 of the d i v e r s e ownership, b a s i c a l l y one w e l l w i t h i n 

15 the time p e r i o d w i l l not f u l f i l l a l l the farm-out 

16 agreements. 

17 I n ot h e r words, i f I d r i l l a w e l l -- i n 

18 t h i s case, f o r example, i n the no r t h w e s t of the 

19 n o r t h e a s t , I w i l l f u l f i l l o b l i g a t i o n s under some of my 

20 farm-out agreements but not a l l of them, and the same 

21 t h i n g a p p l i e s t o the w e l l i n the southeast s o u t h e a s t . 

22 B a s i c a l l y one of the reasons t h a t we're p o o l i n g o t h e r 

23 than the f a c t t h a t these people have not made an 

24 e l e c t i o n i s the f a c t t h a t i n order t o keep t h i s on 

25 schedule, we have t o have, keep i t w i t h i n t h e time 
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1 frame t h a t I can s t a r t these w e l l s and f u l f i l l my 

2 farm-out agreement o b l i g a t i o n s . 

3 Q. I n March of t h i s y e a r , Mr. R o b i n e t t e , you 

4 were b e f o r e Examiner Stogner f o r s i m i l a r compulsory 

5 p o o l i n g cases i n t h i s v e r y area i n v o l v i n g two other 

6 w e l l s , were you n o t , s i r ? 

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

8 Q. I d e n t i f y f o r Examiner Stogner the two 40-

9 acre t r a c t s t h a t were the s u b j e c t of those p r i o r 

10 h e a r i n g s and o r d e r s . 

11 A. Yes. That was the n o r t h e a s t n o r t h e a s t of 

12 S e c t i o n 15 of 23 South, 28 East, and the n o r t h e a s t of 

13 the southeast of S e c t i o n 15 of 23 South, 28 East. 

14 MR. KELLAHIN: For your i n f o r m a t i o n , Mr. 

15 Examiner, the n o r t h e a s t n o r t h e a s t of 15 i s Order No. 

16 R-9142, and the n o r t h e a s t of the southeast i n 15 i s 

17 Order No. R-9143 . 

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

19 Q. (BY MR. KELLAHIN) Were the p a r t i e s t h a t 

20 were pooled and the p r i o r o r d e r s e n t e r e d by the 

21 D i v i s i o n e a r l i e r t h i s y e ar, d i d they e v e n t u a l l y go 

22 nonconsent of the p o o l i n g order or d i d they e l e c t t o 

23 p a r t i c i p a t e ? 

24 A. Only one p a r t y went nonconsent, which we've 

25 never r e c e i v e d a r e p l y from, and i t was a minor 
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1 i n t e r e s t , j u s t b a r e l y over 1 p e r c e n t . The remaining 

2 p a r t i e s , a l l the major p a r t i e s , p a r t i c i p a t e d . 

3 Q. Are you d e a l i n g w i t h some of the same 

4 p a r t i e s now i n the c u r r e n t two p o o l i n g cases b e f o r e 

5 the examiner today? 

6 A. I n the nort h w e s t of the n o r t h e a s t , the 

7 p a r t i e s being pooled t h e r e are the same p a r t i e s t h a t 

8 were pooled i n the case f o r the n o r t h e a s t n o r t h e a s t 

9 w i t h the e x c e p t i o n of A. W. Dugan was the o n l y new 

10 one. I n the southeast s o u t h e a s t , one of the two 

11 p a r t i e s i s the same, being Santa Fe Energy, and the 

12 other p a r t y , Parker & P a r s e l y , i s new. 

13 Q. Let's s t a r t now s p e c i f i c a l l y w i t h r e f e r e n c e 

14 t o c o n s o l i d a t e the acreage f o r Case 9959, which i s the 

15 southeast of the southeast of 15. 

16 A. Okay. 

17 Q. Describe f o r us your f i r s t e f f o r t s t o 

18 o b t a i n v o l u n t a r y agreement f o r a d r i l l i n g of the w e l l 

19 i n the east h a l f of the s e c t i o n . 

20 A. B a s i c a l l y , we s t a r t e d back i n December 

21 p r o p o s i n g t o d r i l l a w e l l , the i n i t i a l l o c a t i o n of 

22 which was t o be i n the n o r t h e a s t n o r t h e a s t , and 

23 requested they g r a n t a farmout t o those p a r t i e s --

24 l e t ' s see, t h i s i s case i s southeast s o u t h e a s t , i s n ' t 

25 i t ? 
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1 Q. Yes, s i r . 

2 A. We made a p r o p o s a l t o those p a r t i e s because 

3 one of the l e t t e r s here should be i n the other s t a c k , 

4 I t h i n k , the Santa Fe Energy l e t t e r . Santa Fe i s one 

5 company who was th r o u g h o u t the whole east h a l f . 

6 Q. E x h i b i t No. 2 w i l l r e p r e s e n t the type of 

7 l e t t e r sent t o Santa Fe a p p r o x i m a t e l y d u r i n g t h i s 

8 p e r i o d of time? 

9 A. Right . 

10 Q. And re p r e s e n t e d your i n i t i a l e f f o r t s t o 

11 c o n s o l i d a t e i n t e r e s t owners i n the east h a l f ? 

12 A. R i g h t . S p e c i f i c w e l l -- i n the case of 

13 Santa Fe because they had i n t e r e s t s t h r o u g h o u t the 

14 e n t i r e east h a l f , the one l o c a t i o n i n the n o r t h e a s t 

15 n o r t h e a s t was a p p l i c a b l e . 

16 However, on E x h i b i t No. 3, y o u ' l l n o t i c e i t 

17 was sent t o Maddix Energy care of Parker & P a r s l e y 

18 Petroleum. I t was sent t h a t way because on the r e c o r d 

19 t h a t i s s t i l l how i t appears, even though we know i t 

20 i s Parker & P a r s l e y Development P a r t n e r s . There we 

21 proposed a w e l l i n the southeast southeast of 15 and 

22 requested t h a t they p a r t i c i p a t e or farm o u t . 

23 Q. Let's go t o E x h i b i t 4 and have you i d e n t i f y 

24 and d e s c r i b e t h a t . 

25 A. On A p r i l the 1 0 t h , I made a f o r m a l p r o p o s a l 
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1 t o the p a r t i e s i n the southeast southeast --

2 MR. KELLAHIN: Time out here, L a r r y . 

3 (Thereupon, a d i s c u s s i o n was h e l d 

4 o f f the r e c o r d .) 

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

6 you c l e a r e d the h a l l . Can you repeat t h a t l a s t 

7 q u e s t i o n ? 

8 Q. (BY MR. KELLAHIN) When we go t o E x h i b i t 

9 No. 4, what does t h a t r e p r e s e n t ? 

10 A. That r e p r e s e n t s a l e t t e r sent on A p r i l the 

11 10th f o r m a l l y p r o p o s i n g the w e l l . This was sent by 

12 c e r t i f i e d m a i l t o a l l the p a r t i e s i n the southeast 

13 southeast of 15. 

14 Q. T h i s i s the A p r i l request f o r t h i s s p e c i f i c 

15 w e l l i n the southeast southeast? 

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

17 Q. As of today's h e a r i n g , has J R. Rowan, 

18 I n c . , e l e c t e d t o p a r t i c i p a t e on a v o l u n t a r y b a s i s ? 

19 A. Yes, they have. 

20 Q. Turn t o E x h i b i t No. 5 and i d e n t i f y and 

21 d e s c r i b e the purpose of t h a t l e t t e r . 

22 A. I t ' s the same l e t t e r sent t o Parker & 

23 P a r s l e y Development P a r t n e r s , L.P.; so between the 

24 December l e t t e r and the A p r i l l e t t e r , we determined 

25 t h a t ' s how the ownership was; a l t h o u g h I t h i n k on the 
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1 r e c o r d t h e y p r o b a b l y need t o s t i l l make the 

2 c o r r e c t i o n . That was a l e t t e r sent p r o p o s i n g the w e l l 

3 i n southeast southeast t o Parker & P a r s l e y . 

4 Q. What i n t e r e s t does Parker & P a r s l e y have i n 

5 the spacing u n i t f o r t h i s w e l l ? 

6 A. They have 50.00493 p e r c e n t . 

7 Q. Have you r e c e i v e d any response from Parker 

8 & Parsley? 

9 A. Yes. I've t a l k e d t o them on the 

10 t e l e p h o n e . They've made no w r i t t e n response. I f u l l y 

11 expect them t o p a r t i c i p a t e . They've i n d i c a t e d t h a t 

12 they would do so, but they have not i n d i c a t e d t h a t i n 

13 w r i t i n g . They've o n l y i n d i c a t e d v e r b a l l y t h a t t h e y 

14 were going t o p a r t i c i p a t e . They have some d i s c u s s i o n s 

15 about c o m p l e t i o n t e c h n i q u e s and t h i n g s l i k e t h a t , 

16 t e c h n i c a l i t e m s , but I f u l l y expect them t o 

17 p a r t i c i p a t e ; however, they have not made t h a t e l e c t i o n 

18 i n w r i t i n g . 

19 Q. Turn t o E x h i b i t 6 and i d e n t i f y and d e s c r i b e 

20 the purpose of t h a t correspondence. 

21 A. I t ' s the same l e t t e r , A p r i l the 1 0 t h , t o 

22 Santa Fe on the southeast s o u t h e a s t . I n the case of 

23 Santa Fe, we p r e v i o u s l y made an agreement w i t h them 

24 r e g a r d i n g the p r e v i o u s two w e l l s we pooled. We expect 

25 t o make an agreement w i t h them c o v e r i n g the remainder 
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1 of the east h a l f to where we won't have t o have them 

2 on any ot h e r p o o l i n g , as f a r as any other u n i t s i n 

3 t h e i r concern. 

4 I f u l l y expect Santa Fe t o p a r t i c i p a t e . 

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

6 are p a r t i c i p a t i n g i n the n o r t h e a s t s o u t h e a s t . A g a i n , 

7 i t ' s j u s t a matter they have not made a w r i t t e n 

8 e l e c t i o n . 

9 Q. Turn t o E x h i b i t 7, i d e n t i f y and d e s c r i b e 

10 the purpose of t h a t l e t t e r . 

11 A. That i s a l e t t e r t o Pogo Producing c o v e r i n g 

12 the southeast s o u t h e a s t . Pogo Producing has e l e c t e d 

13 -- b a s i c a l l y we made an agreement w i t h Pogo i n which 

14 they would have committed t o e i t h e r farm out or 

15 p a r t i c i p a t e i n any subsequent u n i t s i n the e n t i r e east 

16 h a l f . 

17 Q. So a f t e r f i l i n g t h e a p p l i c a t i o n and as of 

18 today's h e a r i n g t h e n , Pogo, t o your s a t i s f a c t i o n , has 

19 made the necessary c o n t r a c t u a l commitments and --

20 A. Yes. We have a w r i t t e n l e t t e r agreement 

21 w i t h Pogo. 

22 Q. So we may d e l e t e Pogo? 

23 A. Yes. 

24 Q. When we look at the Santa Fe Energy 

25 O p e r a t i n g P a r t n e r s h i p , what i n t e r e s t do they have i n 
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1 the spacing u n i t ? 

2 A. They have -- I ' l l have t o look at my f i l e 

3 t o see e x a c t l y . I b e l i e v e i t ' s 5.13 p e r c e n t . 

4 MR. STOVALL: Mr. K e l l a h i n , are we 

5 southeast southeast when you're a s k i n g t h a t q u e s t i o n ? 

6 MR. KELLAHIN: Yes, s i r . We haven't 

7 changed t o the other one y e t . 

8 THE WITNESS: Santa Fe, 2.77956 p e r c e n t . 

9 T h e i r i n t e r e s t was s p l i t i n t o two p a r t s ; so I b e l i e v e 

10 we might have missed t h a t one on the i n i t i a l , a l i t t l e 

11 l e s s than 3 p e r c e n t . 

12 Q. (BY MR. KELLAHIN) Mr. R o b i n e t t e , why are 

13 you seeking the a i d of a compulsory p o o l i n g order now 

14 r a t h e r than w a i t i n g and g i v i n g Santa Fe and Parker & 

15 P a r s l e y a d d i t i o n a l time i n which t o attempt t o reach 

16 v o l u n t a r y agreement? 

17 A. B a s i c a l l y , l i k e I s a i d , I have t o keep the 

18 w e l l s on schedule due t o the time i t takes t o f i l e 

19 p o o l i n g , have the order come out 30 days a f t e r t h a t . 

20 I f I w a i t too long and someone has not made a w r i t t e n 

21 e l e c t i o n , then I'm caught by the time i t takes t o get 

22 the process done, and I've gone beyond the time I have 

23 on my co n t i n u o u s d r i l l i n g . 

24 Q. And you would t h e r e f o r e s u b j e c t c e r t a i n of 

25 your i n t e r e s t s t o t e r m i n a t i o n because you f a i l e d t o 

CUMBRE COURT REPORTING 
(505) 984-2244 



16 

1 s a t i s f y the farm-out agreement? 

2 A. I n the case of the southeast s o u t h e a s t , 

3 we're t a l k i n g about 37-1/2 p e r c e n t of the u n i t would 

4 be i n je o p a r d y because of t h a t . 

5 Q. Turn t o E x h i b i t 8 and i d e n t i f y and d e s c r i b e 

6 t h a t f o r me. 

7 A. That's the AFE t h a t we sent t o a l l the 

8 p a r t i e s . 

9 Q. Have you r e c e i v e d any o b j e c t i o n from any of 

10 the proposed working i n t e r e s t owners t o the AFE cost? 

11 A. No, we haven't. As a mat t e r of f a c t , we've 

12 m o d i f i e d t h i s AFE from our p r e v i o u s AFE, which was 

13 $321,500, and we've brought i t down based on the cost 

14 experience we've had i n the o t h e r w e l l s . 

15 Q. You t a l k about o t h e r w e l l s and oth e r AFE. 

16 What s p e c i f i c o t h er w e l l s ? 

17 A. We have d r i l l e d -- at t h i s t i m e , we have 

18 s i x w e l l s we've d r i l l e d i n the west h a l f of 14, one of 

19 which i s -- f i v e of which are on l i n e , one of which i s 

20 s t i l l i n the process of t e s t i n g . We have d r i l l e d two 

21 w e l l s i n the east h a l f of 15, one of which i s d r i l l i n g 

22 i n the n o r t h e a s t s o u t h e a s t , and one of which i s 

23 w a i t i n g on c o m p l e t i o n i n the n o r t h e a s t n o r t h e a s t of 

24 15 . 

25 Q. I n the p r i o r o r d e r s e n t e r e d by the D i v i s i o n 
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1 i n A p r i l of t h i s year f o r the two p r e v i o u s w e l l s , 

2 Examiner Stogner used an overhead r a t e of $485.31 per 

3 month d r i l l i n g and $438 per month p r o d u c i n g w e l l 

4 r a t e . I n your o p i n i o n , are those s t i l l a c c u r a t e and 

5 reasonable c o s t s t o be a p p l i e d i n a p o o l i n g order? 

6 A. Yes. 

7 Q. Let' s t u r n now, s i r , t o the e f f o r t s t h a t 

8 you have made t o c o n s o l i d a t e on a v o l u n t a r y b a s i s the 

9 necessary i n t e r e s t owners f o r the w e l l i n the 

10 northwest of the n o r t h e a s t of t h i s s e c t i o n . 

11 Again b r i e f l y summarize f o r us your e f f o r t s 

12 as regards t h i s s p e c i f i c w e l l ? 

13 A. As regards the case of most of the p a r t i e s , 

14 we have proposed the w e l l o r i g i n a l l y i n the n o r t h e a s t 

15 n o r t h e a s t . The o n l y e x c e p t i o n t o t h a t f a c t was A. W. 

16 Dugan. However, subsequently upon survey, we found a 

17 s m a l l piece of A. W. Dugan's p r o p e r t y , which was a 

18 r a i l r o a d r i g h t of way extended i n t o t h e n o r t h e a s t 

19 n o r t h e a s t of 15. Alt h o u g h we d i d not poo l them, t h e y 

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

21 So they were not c o n t a c t e d o r i g i n a l l y on 

22 the December l e t t e r because t h e y had no i n t e r e s t . The 

23 o n l y i n t e r e s t we showed f o r them at t h a t time was i n 

24 the nort h w e s t n o r t h e a s t , and we were pr o p o s i n g the 

25 i n i t i a l w e l l i n the n o r t h e a s t n o r t h e a s t . 
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1 But a l l the other p a r t i e s were sent the 

2 l e t t e r on December the 18th p r o p o s i n g the w e l l i n t he 

3 n o r t h e a s t n o r t h e a s t . Subsequently, we sent the l e t t e r 

4 on A p r i l the 1 0 t h , the same date as the southeast 

5 s o u t h e a s t , f o r m a l l y p r o p o s i n g t h e w e l l i n the 

6 north w e s t n o r t h e a s t along w i t h the AFE. 

7 Q. I d e n t i f y and d e s c r i b e the purpose of 

8 E x h i b i t No. 3 . 

9 A. That was a l e t t e r , the A p r i l 10th l e t t e r 

10 sent t o Amoco, f o r m a l l y p r o p o s i n g the w e l l i n the 

11 northwest n o r t h e a s t , along w i t h the a t t a c h e d AFE. 

12 Q. What i n t e r e s t does Amoco have i n the w e l l ? 

13 A. Amoco has 18.87871 p e r c e n t . 

14 Q. What i s the s t a t u s of your e f f o r t s t o get 

15 Amoco on a v o l u n t a r y b a s i s t o commit t h e i r i n t e r e s t t o 

16 the w e l l ? 

17 A. Again, I f u l l y expect Amoco t o 

18 p a r t i c i p a t e . However, my experi e n c e w i t h Amoco has 

19 been t h a t they do not make an e l e c t i o n t o do a n y t h i n g 

20 i n t h i s day and time u n t i l t h e y ' r e a b s o l u t e l y f o r c e d 

21 t o do so, unless t h e y ' r e i n i t i a t i n g the p r o p o s a l . 

22 That's u n f o r t u n a t e , but t h a t ' s t r u e . 

23 Q. Turn t o E x h i b i t 4 and i d e n t i f y and d e s c r i b e 

24 the purpose of t h a t correspondence. 

25 A. I t ' s the A p r i l 10 l e t t e r t o Santa Fe Energy 
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1 O p e r a t i n g P a r t n e r s , L.P., again p r o p o s i n g the w e l l i n 

2 the no r t h w e s t n o r t h e a s t and the. a t t a c h e d AFE. 

3 Q. E x h i b i t 5? 

4 A. The same l e t t e r t o A. W. Dugan p r o p o s i n g a 

5 w e l l i n the nort h w e s t n o r t h e a s t w i t h the a t t a c h e d AFE. 

6 Q. And f i n a l l y E x h i b i t No. 6? 

7 A. That's the w e l l t o James E. Kiehne 

8 p r o p o s i n g the w e l l i n the n o r t h w e s t n o r t h e a s t w i t h the 

9 a t t a c h e d AFE. 

10 Q. I d e n t i f y and d e s c r i b e E x h i b i t No. 8. 

11 A. E x h i b i t No. 8 i s the AFE f o r the w e l l i n 

12 the northwest n o r t h e a s t . 

13 Q. How do the proposed dry hole and completed 

14 p r o d u c i n g w e l l c o s t s compare t o the other w e l l you 

15 d e s c r i b e d f o r Case 9959? 

16 A. E x a c t l y the same. 

17 Q. The same reasons and j u s t i f i c a t i o n s a p p l y 

18 f o r t h i s w e l l as the p r i o r one? 

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

20 Q. How about the overhead r a t e s t h a t you're 

21 proposing? 

22 A. The same. 

23 Q. When we look at the wor k i n g i n t e r e s t owners 

24 then t o be pooled and t h e i r percentage i n t e r e s t s as of 

25 today, who are those p a r t i e s and what are the 
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1 percentages? 

2 A. The p a r t i e s are Amoco P r o d u c t i o n Company a t 

3 18.87871 p e r c e n t , A. W. Dugan at 9.05764 p e r c e n t , 

4 James E. Kiehne a t 15.26533 p e r c e n t , and Santa Fe 

5 Energy O p e r a t i n g P a r t n e r s , L.P., at 15.10297. 

6 However, I b e l i e v e t h a t on Kiehne, t h a t i n t e r e s t we 

7 have found he i s d i v o r c e d , and t h a t i n t e r e s t i s s p l i t 

8 w i t h h i s w i f e , and we have t h a t i n t e r e s t covered. So 

9 h i s i n t e r e s t i s a c t u a l l y h a l f of t h a t . 

10 MR. STOVALL: Mr. K e l l a h i n , i f I may 

11 c l a r i f y t h a t q u e s t i o n w h i l e we're here. You were 

12 saying t h a t you've got the i n t e r e s t owned by h i s 

13 e x - w i f e — 

14 THE WITNESS: We have a farmout agreement 

15 w i t h h i s w i f e c o v e r i n g the e n t i r e east h a l f of 15. 

16 I n i t i a l l y we had thought t h a t i n t e r e s t was not 

17 covered, but i t was, and t h a t ' s why we have her 

18 i n t e r e s t covered. Her i n t e r e s t was made b a s i c a l l y o f f 

19 the f i r s t w e l l i n the n o r t h e a s t n o r t h e a s t , and i t 

20 covers the e n t i r e east h a l f and i s one w i t h a 

21 continuous d r i l l i n g and so f o r t h . 

22 MR. STOVALL: I t ' s o n l y h i s share of 

23 whatever they owned. 

24 THE WITNESS: That's c o r r e c t . I t ' s 

25 a c t u a l l y h a l f of 15.26533. So we're t a l k i n g about 
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1 a p p r o x i m a t e l y i n the neighborhood of around 51 

2 per cent . 

3 Q. (BY MR. KELLAHIN) I n terms of the sequence 

4 f o r the w e l l s , do the wor k i n g i n t e r e s t owners i n one 

5 w e l l -- i n the second of the two w e l l s t o be d r i l l e d , 

6 w i l l t hey have the o p p o r t u n i t y t o know the r e s u l t s of 

7 the f i r s t w e l l b e f o r e t h e y have t o make an e l e c t i o n on 

8 the second w e l l ? 

9 A. The owners i n the n o r t h w e s t n o r t h e a s t w i l l 

10 know the r e s u l t s of the w e l l i n the n o r t h e a s t 

11 n o r t h e a s t because t h e y ' r e a l l p a r t i c i p a t i n g i n i t . 

12 L i k e I s a i d , t h a t w e l l i s w a i t i n g on c o m p l e t i o n ; so i t 

13 w i l l be p e r f o r a t e d and f r a c ' d t h i s week. So t h e y ' l l 

14 have a l l t h a t i n f o r m a t i o n long b e f o r e they have t o 

15 make an e l e c t i o n . 

16 As t o the southeast s o u t h e a s t , Santa Fe 

17 w i l l have the i n f o r m a t i o n o f f of the w e l l i n the 

18 o f f s e t . Parker & P a r s l e y i s not a p a r t i c i p a n t i n t h a t 

19 w e l l . However, as I i n d i c a t e d , Parker and P a r s l e y i s 

20 f u l l y aware of the a c t i v i t y out here and has v e r b a l l y 

21 i n d i c a t e d t h a t t h e y ' r e going t o p a r t i c i p a t e . 

22 MR. KELLAHIN: That concludes my 

23 ex a m i n a t i o n of Mr. R o b i n e t t e . 

24 We move the i n t r o d u c t i o n of E x h i b i t s 1 

25 i n f l u e n c e 8 i n each of the two cases. 
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1 HEARING EXAMINER: E x h i b i t s 1 t h r o u g h 8 i n 

2 both cases w i l l be a d m i t t e d i n t o e v i d e n c e . 

3 Are t h e r e any q u e s t i o n s of Mr. Ro b i n e t t e ? 

4 I f n o t , he may be exucsed. 

5 Mr. K e l l a h i n ? 

6 MR. KELLAHIN: I ' d l i k e t o c a l l Mr. 

7 Campbell at t h i s t i m e . 

8 D. G. CAMPBELL, 

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

10 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 : 

11 DIRECT EXAMINATION 

12 BY MR. KELLAHIN: 

13 Q. Mr. Campbell, f o r the r e c o r d , would you 

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

15 A. D. G. Campbell. I'm a g e o l o g i s t . 

16 Q. Mr. Campbell, have you on p r i o r occasions 

17 t e s t i f i e d b e f o r e the D i v i s i o n as a pet r o l e u m 

18 g e o l o g i s t ? 

19 A. Yes, I have. 

20 Q. Describe f o r us your involvement i n t h i s 

21 p a r t i c u l a r p r o s p e c t . 

22 A. My involvement i n he r e , one, as an 

23 i n v e s t o r , as a g e o l o g i c a l c o n s u l t a n t and c o m p l e t i o n 

24 person f o r these p a r t i c u l a r w e l l s t h a t we have an 

25 i n t e r e s t here i n 23 28 i n Eddy County, New Mexico. 
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1 Q. Have you as a g e o l o g i s t been i n v o l v e d i n 

2 p i c k i n g t h e l o c a t i o n s and assessing the r i s k i n v o l v e d 

3 i n d r i l l i n g these w e l l s ? 

4 A. Yes, a l l of them. 

5 Q. Do you have an o p i n i o n , s i r , w i t h regards 

6 t o the perc e n t a g e , r i s k f a c t o r p e n a l t y t h a t you would 

7 recommend t o the Examiner i n each of these two cases? 

8 A. Yes , I do . 

9 MR. KELLAHIN: We tender Mr. Campbell as an 

10 e x p e r t p e t r o l e u m g e o l o g i s t . 

11 HEARING EXAMINER: Mr. Campbell i s so 

12 q u a l i f i e d . 

13 Q. (BY MR. KELLAHIN) Mr. Campbell, i n each of 

14 the two cases I have marked as E x h i b i t 9 your 

15 s t r u c t u r e mark the Delaware marker; E x h i b i t 10 i s t h e 

16 s t r u c t u r e map on top of the Bone S p r i n g s , and E x h i b i t 

17 11 i s the isopach? 

18 A. Yes. 

19 Q. L e t ' s have you t e l l me, s i r , w i t h regards 

20 t o the w e l l i n the southeast of the southeast of 15 , 

21 what i n your o p i n i o n i s the r i s k f a c t o r p e n a l t y you 

22 would recommend t o the Examiner i n t h a t case? 

23 A. I would recommend 200 per c e n t on t h a t . The 

24 reasoning behind t h a t , t h i s map, the i n i t i a l map 

25 you're l o o k i n g at the top of the Delaware sand i s 
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1 a c t u a l l y a t i m e - l i n e map, the best time l i n e you can 

2 f i n d i n t h i s lower b a s a l s e c t i o n of the Delaware. And 

3 i t r e p r e s e n t s not o n l y the s t r u c t u r e , but i t 

4 r e p r e s e n t s t o a gr e a t e x t e n t the c o n f i g u r a t i o n of the 

5 channel sand t h a t comes t h r o u g h here. 

6 I n t h i s p a r t i c u l a r l o c a t i o n , you see i n the 

7 southeast southeast of 15, i s at a r e e n t r a n t between 

8 what appears t o be the two l i t t l e s t r u c t u r a l p o i n t s on 

9 the f i e l d . The p r o d u c t i o n t o the south i s a l i t t l e 

10 b i t d i f f e r e n t than t h e p r o d u c t i o n t o the n o r t h both i n 

11 gas and o i l r a t i o and water p r o d u c t i o n . To the south 

12 you produce wa t e r . 

13 The r e e n t r a n t i n t h e r e i s you f a l l o f f the 

14 sand or out of the sand c h a n n e l , then the s i x 

15 p a r t i c u l a r lenses t h a t are i n the lower s e c t i o n , t h e y 

16 get t i g h t e x t r e m e l y quick and get t o a p o r o s i t y t h a t , 

17 i n essence, i s not e f f e c t i v e p o r o s i t y f o r p r o d u c t i o n 

18 of o i l or gas. 

19 Q. When we look at the Delaware marker i n t h i s 

20 s t r u c t u r e map, what are the elements of geology t h a t 

21 support your o p i n i o n t h a t the maximum r i s k f a c t o r 

22 p e n a l t y i s j u s t i f i e d ? 

23 A. The source of the sand t h r o u g h the channel 

24 i s from the n o r t h w e s t , across the b a r , t h r o u g h the 

25 h i g h you see on the map, and both of these l o c a t i o n s 
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1 are on the edge or appear t o be a t or near the v e r y 

2 edge of the c h a n n e l . Once you get out of t h a t 

3 c h a n n e l , t h a t p o r o s i t y i s not t h e r e . I t gets i n t o 

4 more of a lami n a r s o r t of a sand. 

5 Q. When we look at E x h i b i t No. 10, and look a t 

6 the top of the Bone Springs s t r u c t u r e , why have you 

7 mapped on to p of the Bone S p r i n g s , and what does i t 

8 show? 

9 A. The reason f o r mapping on t h i s i s simply t o 

10 get another c o n f i r m a t i o n on what the s t r u c t u r e r e a l l y 

11 i s i n here. The top of the Bone Springs i s an 

12 u n c o n f o r m i t y , but i t ' s a very d i s c e r n i b l e p i c k . I t 

13 also shows the same c o n f i g u r a t i o n and p r e t t y w e l l 

14 m i r r o r images the s t r u c t u r e you get on your p i c k at 

15 the top of the b a s a l Delaware s e c t i o n . 

16 Once a g a i n , i t shows t h a t these two 

17 l o c a t i o n s are a t or near the edge of the channel. 

18 Q. Can you f i n d us an example on t h i s d i s p l a y 

19 of an area where you have a producer i n the Delaware 

20 and an immediate a d j a c e n t o f f s e t w e l l t h a t i s not a 

21 producer? 

22 A. Say i t a g a i n , Tom. 

23 Q. You d e s c r i b e d e a r l i e r a r e l a t i o n s h i p or a 

24 r i s k i n v o l v e d a water r i s k ? 

25 A. Yes . 
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1 Q. Des c r i b e f o r us where we might be exposed 

2 t o the wate r . 

3 A. I n a rec e n t w e l l , i t would be the southeast 

4 n o r t h e a s t of S e c t i o n 14. I f you look a t the Carrasco 

5 Com, y o u ' l l see i t w i l l be j u s t due east of those 

6 l o c a t i o n s . That w e l l was d r i l l e d and p e r f o r a t e d . I t 

7 had hig h water s a t u r a t i o n s i n the l o g , i n p a r t , 

8 i n i t i a l l y made wa t e r , and has come back t o make 

9 somewhere near 100 b a r r e l s of o i l , 100 b a r r e l s of 

10 water. 

11 Our experience i n here has been, once they 

12 s t a r t making w a t e r , then they drop o f f both i n o i l and 

13 water. An example of t h a t i s the Jasso #1 down i n the 

14 n o r t h e a s t southeast of S e c t i o n 22. Amoco 1s -- I 

15 b e l i e v e i t ' s pronounced Jasso # 1 . I t c u r r e n t l y makes 

16 50 b a r r e l s of o i l and 50 b a r r e l s of water which i s 

17 down c o n s i d e r a b l y from what both o i l and water i t was 

18 mak i n g . 

19 Q. Has t h e r e been s u f f i c i e n t , d r i l l i n g and 

20 development i n order t o get an ac c u r a t e l o c a t i o n of 

21 the w e l l - w a t e r c o n t a c t on the western side of the 

22 s t r u c t u r e ? 

23 A. No, not e x a c t l y y e t . I t appears t h a t the 

24 Yarbro "A" i n S e c t i o n 15, which would be the nort h w e s t 

25 southeast -- i t appears t h a t i t ' s wet, and I would 
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1 t h i n k t h a t t h a t c e r t a i n l y g i v e s a p o i n t . I t p r o b a b l y 

2 c o u l d be east of t h a t , though. 

3 Q. When you f o l l o w the s t r u c t u r a l r e l a t i o n s h i p 

4 of the Yarbro w e l l i n the nort h w e s t of the southeast 

5 of 15, t h a t i s i n the same g e n e r a l s t r u c t u r a l 

6 r e l a t i o n s h i p as your w e l l i n the southeast of the 

7 s o u t h e a s t , i s n ' t i t ? 

8 A. C o r r e c t . 

9 Q. Would t h a t r e p r e s e n t a component then of 

10 the r i s k ? 

11 A. I t c e r t a i n l y r e p r e s e n t s -- from t h a t i t 

12 looks l i k e i t would be wet, but v a r i a t i o n s happen. 

13 Q. When we look then t o the is o p a c h , d e s c r i b e 

14 f o r us what c o n c l u s i o n s you reached t h a t are i m p o r t a n t 

15 t o you as a g e o l o g i s t when you're assessing the r i s k . 

16 A. What t h i s map a c t u a l l y d i d i s took the t o p 

17 of the Delaware bas a l s e c t i o n we're mapping and the 

18 top of the Bone Springs isopach the two, and a c t u a l l y 

19 d e p i c t s where the bar l i e s , i n essence, how i t 

20 t h i c k e n s t o both east and west as you move o f f the bar 

21 and out of the ch a n n e l , and j u s t g i v e s you a good 

22 d e p i c t i o n of where t h a t sand i s , how t h a t source come 

23 i n from the nort h w e s t and d e p o s i t e d i n a f l o w regime 

24 t h a t l e f t you a bar sand and then purged the r e s t of 

25 i t on t o the so u t h . 
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1 Q. When we look at t h i s l o c a t i o n , you do have 

2 w e l l c o n t r o l t o the e a s t , but as you move t o the west, 

3 you lack w e l l c o n t r o l by which t o make g e o l o g i c 

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

5 A. True. 

6 Q. W i l l t h a t be a component of your r i s k ? 

7 A. Yes, i t i s . 

8 Q. Let' s t u r n now t o the second w e l l , which i s 

9 Case 9960, and t h a t w i l l be up i n the northwest of the 

10 n o r t h e a s t corner? 

11 A. Um-hm. 

12 Q. S t a r t i n g back again w i t h E x h i b i t No. 9, 

13 assess f o r us your o p i n i o n of the r i s k f a c t o r 

14 p e n a l t y . 

15 A. I t ' s the same r i s k f a c t o r . I t ' s on the 

16 edge of the channel here at where the s t r i k e i s 

17 d i v e r g i n g i n a r e e n t r a n t , f a l l i n g o f f s t r u c t u r e and 

18 l o s i n g t h a t p a r t i c u l a r d e p o s i t i o n t h a t you get from 

19 channel sand-type d e p o s i t i o n . 

20 Q. I n summary t h e n , Mr. Campbell, w h i l e i n 

21 your c o n c l u s i o n the geology s u p p o r t s the d r i l l i n g of 

22 the w e l l , the r i s k i s s t i l l i n excess or equal t o the 

23 maximum r i s k f a c t o r p e n a l t y a p p l i e d by the D i v i s i o n ? 

24 A. Yes, i t i s . 

25 Q. And t h a t a p p l i e s t o both w e l l s ? 
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1 A. Yes. 

2 MR. KELLAHIN: That concludes my 

3 exami n a t i o n of Mr. Campbell. We move the i n t r o d u c t i o n 

4 of h i s E x h i b i t s 9, 10, and 11 i n each of the two 

5 cases. 

6 HEARING EXAMINER: E x h i b i t s 9, 10, and 11 

7 w i l l be a d m i t t e d i n t o e vidence, and I have no 

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

9 t h i s w i t n e s s ? 

10 MR. KELLAHIN: No, s i r . 

11 HEARING EXAMINER: I f n o t , he may be 

12 excused. Does anybody e l s e have a n y t h i n g f u r t h e r i n 

13 e i t h e r Case 9959 or 9960? 

14 These cases w i l l be taken under advisement. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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