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EXAMINER CATANACH: At t h i s t i m e w e ' l l 

c a l l Case 10694. 

MR. STOVALL: The a p p l i c a t i o n o f Santa 

Fe Energy O p e r a t i n g P a r t n e r s , L.P., f o r 

c o m p u l s o r y p o o l i n g , Lea County, New Me x i c o . 

EXAMINER CATANACH: Appearances i n t h i s 

case? 

MR. BRUCE: Mr. Examiner, J i m Bruce 

f r o m t h e H i n k l e Law F i r m i n Santa Fe, 

r e p r e s e n t i n g t h e A p p l i c a n t , and I have two 

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

EXAMINER CATANACH: Any o t h e r 

a p p earances? W i l l t h e w i t n e s s e s p l e a s e s t a n d t o 

be sworn i n . 

[The w i t n e s s e s were d u l y s w o r n . ] 

CURTIS D. SMITH 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. BRUCE: 

Q. Would you p l e a s e s t a t e y o u r name and 

c i t y o f r e s i d e n c e f o r t h e r e c o r d ? 

A. My name i s C u r t i s S m i t h . I l i v e i n 

M i d l a n d , Texas. 

Q. Who a r e you employed by and i n what 

RODRIGUEZ REPORTING 
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c a p a c i t y ? 

A. I'm employed w i t h Santa Fe Energy as a 

1andman. 

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 

t h e D i v i s i o n as a p e t r o l e u m landman? 

A . Yes, I have. 

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

m a t t e r o f r e c o r d ? 

A. Yes. 

Q. Are you f a m i l i a r w i t h t h e l a n d m a t t e r s 

i n v o l v e d i n t h i s case? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I t e n d e r Mr. 

Sm i t h as an e x p e r t p e t r o l e u m landman. 

EXAMINER CATANACH: Mr. S m i t h i s so 

q u a l i f i e d . 

Q . Mr. S m i t h , w o u l d you s t a t e b r i e f l y what 

Santa Fe seeks i n t h i s case? 

A. Santa Fe seeks an o r d e r p o o l i n g a l l 

m i n e r a l i n t e r e s t s , f r o m t h e s u r f a c e t o t h e base 

of t h e Morrow f o r m a t i o n , u n d e r l y i n g t h e n o r t h 

h a l f o f S e c t i o n 18, Township 20 S o u t h , Range 34 

E a s t , i n Lea County, New M e x i c o , f o r a l l p o o l s o r 

f o r m a t i o n s spaced on 40, 160 and 320 a c r e s . 

MR. BRUCE: Mr. Examiner, we d i d a p p l y 

RODRIGUEZ REPORTING 
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f o r p o o l i n g 40, 160, and 3 2 0 - a c r e u n i t s . As t o 

160- a c r e s p a c i n g , as our g e o l o g i s t w i l l t e s t i f y , 

he d o e s n ' t b e l i e v e t h e r e ' s a n y t h i n g p r o s p e c t i v e 

a t 160 a c r e s . And, f u r t h e r m o r e , t h i s l o c a t i o n 

w o u l d be u n o r t h o d o x , t h i s w e l l l o c a t i o n t h a t 

Santa Fe i s d r i l l i n g w o u l d be u n o r t h o d o x as t o 

160-acre p o o l s . 

So, we w i l l l e a v e i t up t o you as t o 

w h e t h e r we c o u l d j u s t — w e a r e s a t i s f i e d w i t h 

e i t h e r d i s m i s s i n g t h e 160-acre p o r t i o n o r , i f i t 

i s g r a n t e d , o b v i o u s l y t h e r e w o u l d have t o be a 

su b s e q u e n t u n o r t h o d o x w e l l l o c a t i o n a p p r o v a l i f 

t h e r e was any 160-acre zones. 

Q. Mr. S m i t h , r e f e r r i n g t o E x h i b i t No. 1, 

w o u l d you i d e n t i f y i t and d i s c u s s i t s c o n t e n t s 

f o r t h e Examiner? 

A. E x h i b i t 1 i s t h e l a n d p l a t s h o w i n g t h e 

p r o p o s e d p r o r a t i o n u n i t , n o r t h h a l f o f S e c t i o n 

18, 3 2 0 - a c r e p r o r a t i o n u n i t , and t h e p r o p o s e d 

we 11 l o c a t i o n . 

Q. And what i s t h e f o o t a g e l o c a t i o n ? 

A. The f o o t a g e l o c a t i o n i s 2130 f e e t f r o m 

t h e e a s t l i n e and 660 f e e t f r o m t h e n o r t h l i n e , 

f o r t h e Sinagua 18 Fed Com No. 1 w e l l . 

Q. Who does Santa Fe seek t o f o r c e p o o l ? 

RODRIGUEZ REPORTING 
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A. Doyl e Hartman and L a r r y Nermyr. T h a t ' s 

N-E-R-M-Y-R. 

Q. What p e r c e n t a g e i n t e r e s t s do t h e y own 

i n t h e e n t i r e n o r t h h a l f ? 

A. Hartman owns a .7110 p e r c e n t , n o t 

d e c i m a l i n t e r e s t . L a r r y Nermyr owns a .0156 

p e r c e n t , n o t d e c i m a l i n t e r e s t . A t o t a l o f .7266 

p e r c e n t . 

Q. Okay. Would you p l e a s e d e s c r i b e y o u r 

e f f o r t s t o o b t a i n t h e v o l u n t a r y j o i n d e r o f t h e s e 

two p e r s o n s ? 

A. Yes. I s e n t AFEs on F e b r u a r y 25, 

1993. A l s o , more r e c e n t l y , I c a l l e d C a r o l y n 

S e b a s t i a n o f Doyl e Hartman's o f f i c e on A p r i l 28, 

1993. She a d v i s e d me t o c a l l A l a n S m i t h , t h e 

landman i n Hartman's D a l l a s o f f i c e . I t a l k e d t o 

him on May 1 1 , 1993. 

L a r r y Nermyr, I ' v e been t o l d , i s 

r e t i r e d and he l i v e s on a r a n c h i n Montana. I 

t r i e d numerous t i m e s t o c o n t a c t him on t h e 

t e l e p h o n e , and he ne v e r answered h i s t e l e p h o n e 

and n e v e r answered any o f my c o r r e s p o n d e n c e 

t h r o u g h t h e m a i l . 

Q. What d i d A l a n S m i t h t e l l you w i t h 

r e s p e c t t o t h e Do y l e Hartman i n t e r e s t ? 

RODRIGUEZ REPORTING 
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A. W e l l , I t o l d Mr. S m i t h t h a t we r e a l l y 

d i d n ' t want t o have t o f o r c e p o o l such a s m a l l 

i n t e r e s t , and he s a i d t h a t t h i s was such a s m a l l 

i n t e r e s t t h a t t h e y d i d n ' t r e a l l y have t h e t i m e t 

even c o n s i d e r i t . And t h e y even asked me w h i c h 

w o u l d be b e t t e r , f o r them t o f a r m o u t t o us or 

f o r us t o f o r c e p o o l them, and o f c o u r s e I t o l d 

him t h a t was t h e i r c a l l . And he s a i d , w e l l , our 

i n t e r e s t i s so s m a l l , w e ' l l p r o b a b l y have you 

f o r c e p o o l us. 

Q. I s E x h i b i t 2 a copy o f t h e p r o p o s a l 

l e t t e r you s e n t a few months back t o t h o s e two 

p a r t i e s ? 

A. Yes. E x h i b i t 2 i s my l e t t e r d a t e d 

F e b r u a r y 25, 1993, p r o p o s i n g a w e l l , w i t h t h e 

w e l l c o s t e s t i m a t e , g i v i n g them t h e o p p o r t u n i t y 

t o p a r t i c i p a t e o r f a r m o u t . 

Q. And a c t u a l l y t h e w o r k i n g i n t e r e s t 

owners you l i s t e d a r e t h e 14 p a r t i e s ; t h e o t h e r 

p e r s o n s have a l l j o i n e d i n t h e w e l l ? 

A. Yes. We have 99.3, r o u g h l y , p e r c e n t 

j o i n d e r , s i g n e d t h e AFEs and t h e o p e r a t i n g 

agreemen t . 

Q. Of t h e t o t a l , what does Santa Fe own i 

t h i s w e l l ? 

RODRIGUEZ REPORTING 
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A. We have 49 p e r c e n t w o r k i n g i n t e r e s t . 

Q. Santa Fe r e q u e s t s t h a t i t be named 

o p e r a t o r ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. I n y o u r o p i n i o n , have you made a good 

f a i t h e f f o r t t o o b t a i n t h e v o l u n t a r y j o i n d e r o f 

Mr. Hartman and Mr. Nermyr? 

A. Yes. 

Q. R e f e r r i n g t o E x h i b i t No. 3, w o u l d you 

i d e n t i f y t h a t f o r t h e e x a m i n e r ? 

A. E x h i b i t 3 i s t h e AFE w i t h t h e d r y h o l e 

c o s t , AFE f o r t h e Sin a g u a 18 Fed Com No. 1 w e l l , 

a 1 3 , 7 0 0 - f o o t Morrow gas. W e l l , d r y h o l e c o s t i s 

$648,000, and c o m p l e t e d w e l l c o s t o f $1,024,000. 

Q. I s t h i s p r o p o s e d w e l l c o s t i n l i n e w i t h 

t h o s e n o r m a l l y e n c o u n t e r e d i n d r i l l i n g w e l l s t o 

t h i s d e p t h i n t h i s p a r t o f Lea County? 

A. Yes, i t i s . 

Q. Do you have a r e c o m m e n d a t i o n as t o t h e 

amounts w h i c h Santa Fe s h o u l d be p a i d f o r 

s u p e r v i s i o n and a d m i n i s t r a t i v e expenses? 

A. Yes. We w o u l d l i k e $5,200 per month 

f o r d r i l l i n g o v e r h e a d r a t e , and $520 per month 

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

t h e E r n s t & Young 1992 s u r v e y . 

RODRIGUEZ REPORTING 
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Q. Do you r e q u e s t t h a t o p e r a t i n g c h a r g e s 

be e s c a l a t e d a n n u a l l y ? 

A. Yes, and we w o u l d l i k e f o r them t o be 

e s c a l a t e d p u r s u a n t t o t h e COPAS p r o c e d u r e s . And 

E x h i b i t 4 i s t h e 1984 o n - s h o r e COPAS; a l s o , an 

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

MR. STOVALL: Mr. Br u c e , may I 

i n t e r r u p t you f o r a second? L e t ' s c l a r i f y 

t e r m i n o l o g y . A c t u a l l y , I b e l i e v e t h e COPAS 

p r o c e d u r e i s " a d j u s t " r a t h e r t h a n " e s c a l a t e . " 

MR. BRUCE: T h a t ' s c o r r e c t , Mr. 

S t o v a l l . I'm a l i t t l e l o o s e w i t h my v e r b i a g e , 

p e r h a p s . 

MR. STOVALL: Most o f t h e t i m e i t ' s an 

i n c r e a s e , b u t I t h i n k f o r t h e lan g u a g e o f t h e 

o r d e r , I t h i n k i t s h o u l d say i t can be a d j u s t e d 

up o r down. 

MR. BRUCE: Yes. I t c o u l d be 

d e c r e a s e d . 

Q. And E x h i b i t 4, w h i c h c o n t a i n s t h e COPAS 

1984, t h a t i s what t h e c o n s e n t i n g p a r t i e s have 

a g r e e d t o on y o u r o p e r a t i n g agreement? 

A. T h a t ' s c o r r e c t . For t h e most p a r t , 

t h a t ' s t h e COPAS t h a t I a t t a c h e d t o t h e o p e r a t i n g 

a g r eement, w i t h t h e same o v e r h e a d r a t e s and 99.3 

RODRIGUEZ REPORTING 
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p e r c e n t o f t h e p a r t i e s have a g r e e d t o t h i s . 

Q. The f i r s t s h e e t o f E x h i b i t 4 i s j u s t a 

l i s t i n g o f t h e a n n u a l a d j u s t m e n t s ? 

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

Q. And a r e t h e o v e r h e a d c h a r g e s t h a t you 

have recommended, i n l i n e w i t h amounts n o r m a l l y 

c h a r g e d by Santa Fe i n t h i s area? 

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

Q. I s E x h i b i t 5 y o u r a f f i d a v i t r e g a r d i n g 

n o t i c e t o Mr. Hartman and Mr. Nermyr? 

A. Yes, i t i s , w i t h l e t t e r s a t t a c h e d and 

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

Q. What p e n a l t y do you recommend a g a i n s t 

t h e n o n c o n s e n t i n g i n t e r e s t owners? 

A. Cost p l u s 200 p e r c e n t , w h i c h i s i n l i n e 

w i t h t h e i n d u s t r y s t a n d a r d , and a l s o i n l i n e w i t h 

our o p e r a t i n g agreement w h i c h t h e o t h e r p a r t n e r s 

have s i g n e d . 

Q. W i l l t h e g e o l o g i s t a l s o d i s c u s s t h i s 

i s s u e ? 

A. Yes, he w i l l . 

Q. I n y o u r o p i n i o n , i s t h e g r a n t i n g o f 

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

and t h e p r e v e n t i o n o f waste? 

A. Yes, i t i s . 

RODRIGUEZ REPORTING 
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Q. Were E x h i b i t s 1 t h r o u g h 5 p r e p a r e d by 

you o r under y o u r d i r e c t i o n ? 

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

MR. BRUCE: Mr. Examiner, I move t h e 

a d m i s s i o n o f E x h i b i t s 1 t h r o u g h 5. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 

5 w i l l be a d m i t t e d as e v i d e n c e . 

EXAMINATION 

BY MR. STOVALL: 

Q. A c o u p l e o f q u e s t i o n s , Mr. S m i t h . 

L o o k i n g a t y o u r w o r k i n g owners l i s t on y o u r 

l e t t e r you s e n t o u t ? 

A. Uh-huh. 

Q. You have s e v e r a l o f them where you say, 

" f o r c e p o o l , " where you've made a n o t e . 

A. These a r e e r r a t i c phone c o n v e r s a t i o n 

n o t e s . I mean, i t ' s n o t a c o m p l e t e r e c o r d o f a l l 

my n o t e s t h a t I t o o k d u r i n g phone c o n v e r s a t i o n s . 

The p a r t i e s 1 t h r o u g h 6, on my w o r k i n g 

i n t e r e s t owner l i s t , we s i g n e d o p e r a t i n g 

a greements as e a r l y as December, J a n u a r y . And 

t h e s e o t h e r , 7 t h r o u g h 14, t h o s e a r e t h e p a r t i e s 

t h a t d i d n o t s i g n t h e o p e r a t i n g agreement and AFE 

back i n December, so t h o s e were t h e p a r t i e s t h a t 

I t h o u g h t t h a t I m i g h t have t o f o r c e p o o l . 
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And over t e l e p h o n e c o n v e r s a t i o n s i n t h e 

l a s t few months, a l l b u t t h e two, D o y l e Hartman 

and L a r r y Nermyr, have e l e c t e d t o p a r t i c i p a t e , 

and t h e y e v e n t u a l l y s i g n e d t h e AFEs and t h e 

o p e r a t i n g a greement. 

Q. So, t h e y have a c t u a l l y s i g n e d , so 

you 1 r e — 

A. Yes. 

Q. — y o u ' r e n o t c o n c e r n e d a b o u t a change 

o f h e a r t o r a n y t h i n g i n t h i s case? 

A. Oh, no. I have s i g n e d AFEs f r o m 

e v e r y b o d y , and s i g n e d o p e r a t i n g a g r e e m e n t s f r o m 

e v e r y o n e e x c e p t D o y l e Hartman and L a r r y Nermyr. 

Q. As f a r as t h e r i s k p e n a l t y , you've 

s t a t e d , f r o m a landman s t a n d p o i n t , t h a t 200 

p e r c e n t i s i n t h e o p e r a t i n g a g reement. Are you 

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

p e n a l t y as a n o n c o n s e n t p e n a l t y , and t h e s t a t u t e 

has a c h a r g e f o r r i s k , and t h e r e i s a 

d i s t i n c t i o n ? 

A. I ' v e ne v e r l o o k e d a t i t i n t h a t l i g h t . 

Q. But you have t e s t i f i e d t h a t t h e 

g e o l o g i s t i s g o i n g t o e x p l a i n t h e r i s k f a c t o r s t o 

be i n c l u d e d i n t h a t ? 

A. T h a t ' s c o r r e c t . 
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MR. STOVALL: I d o n ' t have any o t h e r 

que s t i o n s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Nermyr d i d r e c e i v e y o u r 

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

A. Yes. I n E x h i b i t 5, I have c o p i e s o f 

t h e g r e e n c a r d t h a t he s i g n e d . 

MR. BRUCE: And on E x h i b i t 2, Mr. 

Examiner. 

A. He s i g n e d May 7 t h f o r t h e l e t t e r w i t h 

t h e a p p l i c a t i o n a t t a c h e d , and he s i g n e d March 

1 0 t h f o r my F e b r u a r y 2 5 t h l e t t e r i n w h i c h we 

p r o p o s e d t h e w e l l and asked them t o p a r t i c i p a t e 

or f a r m o u t . 

MR. STOVALL: Mr. S m i t h , were t h e s e 

l e t t e r s a c t u a l l y m a i l e d on t h e 2 9 t h , A p r i l 2 9 t h ? 

because t h e r e c e i p t d a t e s a r e w i t h i n t h e 20 days, 

and I j u s t need y o u r t e s t i m o n y — 

THE WITNESS: I f i t was n o t A p r i l 2 9 t h , 

i t was t h e day a f t e r . 

MR. STOVALL: A p r i l 3 0 t h ? 

THE WITNESS: Uh-huh. 

EXAMINER CATANACH: I have n o t h i n g 

f u r t h e r . The w i t n e s s may be excu s e d . 
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MR. BRUCE: I w o u l d c a l l Mr. W h i t e t o 

t h e s t a n d . 

DAVID L. WHITE 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. BRUCE: 

Q. Would you p l e a s e s t a t e y o u r f u l l name 

and c i t y o f r e s i d e n c e f o r t h e r e c o r d ? 

A. D a v i d L. W h i t e . M i d l a n d , Texas. 

Q. Who do you work f o r and i n what 

capac i t y ? 

A. I'm a s e n i o r g e o l o g i s t w i t h Santa Fe 

Energy R e s o u r c e s . 

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 

t h e D i v i s i o n ? 

A. No, I have n o t . 

Q. Would you p l e a s e o u t l i n e y o u r 

e d u c a t i o n a l and work b a c k g r o u n d ? 

A. C e r t a i n l y . I r e c e i v e d by B.S. degree 

i n g e o l o g y i n 1977 f r o m I n d i a n a U n i v e r s i t y . From 

77 t o 79 I d i d g r a d u a t e work i n g e o l o g y a t 

We s t e r n M i c h i g a n U n i v e r s i t y . 

I n 1979, I a c c e p t e d a p o s i t i o n as a 

p e t r o l e u m g e o l o g i s t w i t h P h i l l i p s P e t r o l e u m . 
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From 1984 t o 1991, I was employed by P h i l l i p s 

P e t r o l e u m i n t h e Odessa o f f i c e , w o r k i n g 

e x p l o r a t i o n e x p l o i t a t i o n p r o j e c t s i n t h e Permian 

B a s i n , l a r g e l y i n New M e x i c o . 

I n 1991, I l e f t P h i l l i p s and a c c e p t e d 

my p r e s e n t p o s i t i o n w i t h Santa Fe, w o r k i n g New 

Mex i c o . 

Q. And so y o u r a r e a o f r e s p o n s i b i l i t y does 

i n c l u d e S o u t h e a s t New Mexico? 

A. Yes. 

Q. Have you c o n d u c t e d a g e o l o g i c a l 

e x a m i n a t i o n o f t h e a r e a i n v o l v e d i n t h i s 

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

A. I have. 

Q. Have you p r e p a r e d some e x h i b i t s w h i c h 

w i l l be s u b m i t t e d t o d a y ? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I t e n d e r Mr. 

W h i t e as an e x p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER CATANACH: Mr. W h i t e i s so 

q u a l i f i e d . 

Q. Mr. W h i t e , r e f e r r i n g t o E x h i b i t 6, 

w o u l d you i d e n t i f y t h a t f o r t h e Examiner and 

d i s c u s s i t s c o n t e n t s ? 

A. C e r t a i n l y . E x h i b i t 6 i s a p r o d u c t i o n 
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map f o r a p o r t i o n o f Township 20 S o u t h , Range 34 

E a s t . On t h e r e , t h e h a t c h e r e d p a t t e r n i n d i c a t e s 

t h e a c r e a g e t h a t Santa Fe Energy c o n t r o l s . The 

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

t h e S i n a g u a 18 Fed Com No. 1. 

The o t h e r w e l l s a r e c o l o r e d and l a b e l e d 

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

Q. What a r e t h e main zones o f i n t e r e s t i n 

t h i s a r ea? 

A. The main zone o f i n t e r e s t i s t h e Lower 

Morrow sands. 

Q. And, based on t h i s map, what o t h e r two 

or t h r e e z o n e s — 

A. Secondary p o t e n t i a l e x i s t s i n t h e 

M i d d l e Morrow, as w e l l as i n t h e Bone S p r i n g and 

t h e D e l a w a r e . 

Q. Would you p l e a s e move on t o E x h i b i t 7 

and d i s c u s s t h e t a r g e t zone. 

A. E x h i b i t 7 i s an i s o p a c h map o f t h e n e t 

p o r o s i t y i n t h e Lower Morrow, p o r o s i t y o f e i g h t 

p e r c e n t o r b e t t e r i n t h o s e Lower Morrow sands. 

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

n o r t h / s o u t h . I t c o r r e s p o n d s w i t h t h e i n t e r p r e t e d 

d e p o s i t i o n o f t h e Lower Morrow, t h a t b e i n g 

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

As mapped, our w e l l has t h e p o t e n t i a l 

f o r 25 f e e t o f c l e a n , p o r o u s sand, and A - A ' i s 

a c r o s s - s e c t i o n t h r o u g h t h a t l o c a t i o n . 

Q. Now, l o o k i n g a t t h i s map, i t a p p e a r s 

t h a t moving t o a s t a n d a r d l o c a t i o n 1980 f r o m t h e 

e a s t l i n e o f t h e s e c t i o n m i g h t even be b e t t e r . 

Why a r e you moving t o t h e west? 

A. There's a n o r t h / s o u t h p i p e l i n e t h r o u g h 

t h e s t a n d a r d l o c a t i o n , and we've moved t o t h e 

west t o a v o i d t h a t . 

Q. Would you p l e a s e t h e n move on t o y o u r 

c r o s s - s e c t i o n and d i s c u s s what i t shows? 

A. C e r t a i n l y . T h i s c r o s s - s e c t i o n i s a 

s t r a t i g r a p h i c c r o s s - s e c t i o n . The datum i s t h e 

t o p o f t h e Lower Morrow. 

T h i s c r o s s - s e c t i o n shows t h e i n h e r e n t 

p o t e n t i a l as w e l l as r i s k s i n t h e Lower Morrow. 

Because o f t h e l e n t i c u l a r n a t u r e o f t h e s e sands 

and t h e way t h e y were d e p o s i t e d as c h a n n e l sands, 

we have t h e p o s i t i v e p o t e n t i a l o f e n c o u n t e r i n g 

t h e 25 f e e t I had m e n t i o n e d . 

We a l s o , u n f o r t u n a t e l y , have t h e r i s k 

o f b e i n g i n a p o s i t i o n where t h e c h a n n e l may be 

e i t h e r t o t h e e a s t o f us or w e s t , b u t most l i k e l y 
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t o t h e e a s t , i n w h i c h case we can e n c o u n t e r 

anywhere f r o m z e r o t o a minimum amount o f p o r o u s 

sand . 

Q. L o o k i n g back a t y o u r E x h i b i t 6, you a r e 

s t e p p i n g o u t f r o m t h o s e p r o d u c e r s t o t h e n o r t h , 

a r e you n o t ? 

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

Q. The r e ' s r e a l l y n o t h i n g , v e r y l i t t l e t o 

t h e s o u t h o r t o t h e e a s t w h i c h w o u l d be o f 

a s s i s t a n c e t o you? 

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

Q. I n y o u r o p i n i o n , what r i s k p e n a l t y 

w o u l d you recommend a g a i n s t any n o n c o n s e n t i n g 

i n t e r e s t owners? 

A. Cost p l u s 200 p e r c e n t . 

Q. T h i s i s a f a i r l y deep w e l l , t o o , i s n ' t 

i t ? 

A 

Q 

r i s k 

A 

Q 

Yes, 13,700 f e e t . 

T h e r e ' s a l w a y s a chance o f a m e c h a n i c a l 

n v o l v e d i n d r i l l i n g a deep w e l l ? 

T h a t ' s t r u e . 

I n y o u r o p i n i o n , i s t h e g r a n t i n g o f 

t h i s a p p l i c a t i o n i n t h e i n t e r e s t o f c o n s e r v a t i o n , 

t h e p r e v e n t i o n o f waste and t h e 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 ? 
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A. Yes. 

Q. Were E x h i b i t s 6 t h r o u g h 8 p r e p a r e d by 

you o r under y o u r d i r e c t i o n ? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I move t h e 

a d m i s s i o n o f Santa Fe E x h i b i t s 6 t h r o u g h 8. 

EXAMINER CATANACH: E x h i b i t s 6 t h r o u g h 

8 w i l l be a d m i t t e d as e v i d e n c e . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. W h i t e , t h e p r i m a r y o b j e c t i v e w o u l d 

be t h e Lower Morrow zone? 

A. Yes. 

Q. I s there; p o t e n t i a l i n t h e M i d d l e 

Mo r row? 

A. Yes, t h e r e i s . However, t h e n e a r e s t 

o f f s e t , t h a t ' s t h a t Hamon F e d e r a l "A" No. 1, was 

t e s t e d i n t h e M i d d l e Morrow, and t h e y even 

a c i d i z e d . I t p r o v e d n o n p r o d u c t i v e , and t h e y went 

back down and r e c o m p l e t e d i n t h e Lower Morrow. 

The Hamon Fed No. 1 i s c o m p l e t e d i n 

b o t h t h e Lower and M i d d l e Morrow. 

Q. You s a i d t h e p o t e n t i a l p r o d u c t i v e zones 

a r e Morrow, Bone S p r i n g and D e l a w a r e , i s t h a t 

c o r r e c t ? 
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A . Yes . 

N o t h i n g r e a l l y i n between t h e r e ? 

A . N o t h i n g r e a l l y i n between. I h a v e n ' t 

seen a n y t h i n g t h a t l o o k s p o t e n t i a l i n t h e Hamon 

w e l l t o t h e n o r t h , o r any o f t h e o t h e r w e l l s i n 

t h e i m m e d i a t e a r e a . 

EXAMINER CATANACH: I d o n ' t have 

a n y t h i n g e l s e . The w i t n e s s may be excu s e d . 

f u r t h e r , Case 10694 w i l l be t a k e n under 

a d v i s e m e n t . And t h e h e a r i n g i s a d j o u r n e d . 

A n y t h i n g f u r t h e r , Mr. Bruce? 

MR. BRUCE: No , s i r . 

EXAMINER CATANACH: There b e i n g n o t h i n g 

(And t h e p r o c e e d i n g s c o n c l u d e d . ) 
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