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EXAMINER STOGNER: C a l l t h e n e x t case. 

No . 10576 . 

MR. STOVALL: A p p l i c a t i o n o f M e r r i o n 

O i l & Gas C o r p o r a t i o n f o r a u n i t a greement, 

Sandoval County, New Me x i c o . 

EXAMINER STOGNER: C a l l f o r 

ap p e a r a n c e s . 

MR. ROBERTS: Mr. Examiner, my name's 

Tommy R o b e r t s w i t h t h e Tansey Law F i r m i n 

F a r m i n g t o n , New M e x i c o , and I'm a p p e a r i n g on 

b e h a l f o f M e r r i o n O i l & Gas C o r p o r a t i o n . I have 

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

EXAMINER STOGNER: 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. 

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

MR. ROBERTS: I w o u l d c a l l as my f i r s t 

w i t n e s s e s , Steve Dunn. 

STEVEN S. DUNN, P.E. 

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. ROBERTS: 

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

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

A . S t e v e n Dunn. F a r m i n g t o n , New Me x i c o . 
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Q. What i s yo u r o c c u p a t i o n ? 

A. I am o p e r a t i o n s manager f o r M e r r i o n O i l 

& Gas and I work as a p e t r o l e u m e n g i n e e r . 

Q. How l o n g have you been employed i n t h a t 

capac i t y ? 

A. Over 16 y e a r s . 

Q. Have you t e s t i f i e d b e f o r e t h e O i l 

C o n s e r v a t i o n D i v i s i o n on p r i o r o c c a s i o n s ? 

A. Yes, I have. 

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

A. As a p e t r o l e u m e n g i n e e r . 

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

i n t h i s case? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h M e r r i o n ' s 

o p e r a t i o n s i n t h e a r e a w h i c h i s t h e s u b j e c t o f 

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

A . Yes, I am. 

MR. ROBERTS: I wo u l d t e n d e r Mr. Dunn 

as an e x p e r t p e t r o l e u m e n g i n e e r . 

EXAMINER STOGNER: Mr. Dunn i s so 

qua 1 i f i ed. 

Q. Mr. Dunn, w o u l d you b r i e f l y d e s c r i b e 

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

A. M e r r i o n O i l & Gas seeks a n n r o v a l f r o m 

RODRIGUEZ-VESTAL REPORTING 
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t h e s t a t e f o r i t s e x p l o r a t o r y u n i t , namely t h e 

Rock Mesa U n i t , c o m p r i s i n g a p p r o x i m a t e l y 10,823 

o f f e d e r a l and s t a t e l a n d i n p o r t i o n s o f 

Townships 18 and 19 N o r t h , Range 3 West, San d o v a l 

County, New Mexi c o . 

Q. Mr. Dunn, you t e s t i f i e d i n Case No. 

10478 w h i c h was h e a r d by t h e Examiner on May 2 8 t h 

o f t h i s y e a r . What was t h e n a t u r e o f t h e 

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

A. I n t h a t case, M e r r i o n O i l & Gas was 

s e e k i n g c r e a t i o n o f a new p o o l , namely t h e Rock 

Mesa F r a c t u r e d Mancos p o o l and a l s o t h e c r e a t i o n 

o f t e m p o r a r y p o o l r u l e s . 

Q. What i s t h e r e l a t i o n s h i p o f t h e 

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

Case No. 10478? 

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

c a s e s , and t h e y a r e c o m p l e t e l y i n t e r t w i n e d i n 

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

Q. When you say " i n t e r t w i n e d , " do you mean 

i n t e r m s o f t h e g e o l o g y o f t h e a r e a , t h e 

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

a r ea? I s t h a t what you mean? 

A. T h a t ' s what I mean. The e n g i n e e r i n g 

d a t a w o u l d be r e l e v a n t i n b o t h c a s e s , and a l s o 
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t h e g e o l o g i c d a t a , t h e l a n d d a t a . I n f a c t , t h e 

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

b o u n d a r y . 

Q. Would you v e r y b r i e f l y summarize t h e 

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

a p p l i c a t i o n i n Case 10478? 

A. I n 10478, M e r r i o n s u b m i t t e d i n f o r m a t i o n 

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

were s e e k i n g . We i n t r o d u c e d l a n d i n f o r m a t i o n 

w h i c h i d e n t i f i e d t h e a c r e a g e t h a t was i n v o l v e d i n 

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

e c o nomics, n o t i c e r e q u i r e m e n t i n f o r m a t i o n , and 

f i n a l l y g e o l o g i c i n f o r m a t i o n c o n c e r n i n g t h e 

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

Q. What was t h e r e s u l t o f t h e h e a r i n g i n 

Case 10478? 

A. The Rock Mesa p o o l was c r e a t e d w i t h 

t w o - y e a r t e m p o r a r y p o o l r u l e s and 6 4 0 - a c r e 

s p a c i n g . 

MR. ROBERTS: Mr. Examiner, I have no 

o t h e r q u e s t i o n s f o r t h i s w i t n e s s . 

We w o u l d move t h a t t h e r e c o r d t h a t was 

e s t a b l i s h e d i n Case No. 10478 be i n c o r p o r a t e d 

i n t o t h e r e c o r d f o r t h i s case t o d a y . 

EXAMINER STOGNER: I ' l l t a k e 

RODRIGUEZ-VESTAL REPORTING 
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a d m i n i s t r a t i v e n o t i c e o f Case No. 10478. Do you 

remember t h e o r d e r number t h a t was i s s u e d i n t h a t 

case ? 

MR. ROBERTS: I t was R-9701 and 

R-9701-A. 

EXAMINER STOGNER: That was a nunc p r o 

t u n c o f some t y p e ? 

MR. ROBERTS: I t added some a c r e a g e 

t h a t had been o m i t t e d f r o m t h e o r i g i n a l o r d e r . 

EXAMINER STOGNER: L i k e I s a i d , I ' l l 

t a k 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 case. Any 

o t h e r q u e s t i o n s o f Mr. Dunn? He may be excus e d . 

MR. ROBERTS: We w o u l d c a l l Doug 

E n d s l e y . 

L. D. ENDSLEY 

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. ROBERTS: 

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

p l a c e 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 Doug E n d s l e y . I l i v e i n 

F a r m i n g t o n , New Me x i c o . 

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

A. I'm a p e t r o l e u m g e o l o g i s t and I work as 

RODRIGUEZ-VESTAL REPORTING 
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a g e o l o g i c manager a t M e r r i o n O i l & Gas. 

Q. How l o n g have you been employed i n t h a t 

capac i t y ? 

A. 11 y e a r s . 

Q. Have you t e s t i f i e d on p r i o r o c c a s i o n s 

b e f o r e t h e O i l C o n s e r v a t i o n D i v i s i o n ? 

A. I have. 

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

A. As a p e t r o l e u m g e o l o g i s t . 

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

i n t h i s case? 

A. I am. 

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

p r o p o s e d by M e r r i o n O i l & Gas i n t h e a r e a t h a t ' s 

t h e s u b j e c t o f t h i s a p p l i c a t i o n ? 

A. I am. 

Q. D i d you t e s t i f y i n Case No. 10478? 

A. I d i d . 

MR. ROBERTS: We t e n d e r Mr. E n d s l e y 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 STOGNER: Mr. E n d s l e y i s so 

q u a l i f i e d . 

Q. Mr. E n d s l e y , w o u l d you r e f e r t o what's 

been marked as M e r r i o n ' s E x h i b i t No. 1 and 

i d e n t i f y i t ? 

RODRIGUEZ-VESTAL REPORTING 
{505) 988-1772 



1 

X 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

i i 
. i 

1 2 

1 3 

1 4 

1 5 

1 6 

17 

1 8 

19 

20 

2 1 

22 

2 3 

2 4 

2 5 

1 0 

A. E x h i b i t 1 i s a g e o l o g i c j u s t i f i c a t i o n 

f o r t h e Rock Mesa e x p l o r a t o r y u n i t , t h e 

b o u n d a r i e s t h a t we e s t a b l i s h e d f o r t h a t u n i t . I n 

essenc e , i t ' s j u s t a w r i t e - u p t h a t d e s c r i b e s how 

we d e c i d e d on t h e b o u n d a r i e s f o r t h e u n i t , t h e 

g e o l o g i c model t h a t we had d e v e l o p e d t h a t we 

wanted t o e x p l o r e . 

Q. Would you summarize t h e f a c t o r s w h i c h 

r e s u l t e d i n y o u r d e c i s i o n t o p r o p o s e t h e 

b o u n d a r i e s f o r t h i s u n i t as t h e y have been 

proposed? 

A. M e r r i o n has access t o a l a r g e s e i s m i c 

d a t a b a s e , and t h r o u g h t h e i n v e s t i g a t i o n o f t h a t 

d a t a b a s e we u n c o v e r e d a f a u l t i n t h i s a r e a t h a t 

l o o k e d i n t e r e s t i n g t o us. I t ' s a n o r t h / s o u t h 

t r e n d i n g f a u l t w i t h a l o t o f f l e x u r e on t h e 

do w n t h r o n e s i d e o f t h e f a u l t , w h i c h we t h i n k 

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

We d e c i d e d t o make t h e b o u n d a r i e s o f 

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

n o r t h and s o u t h b o u n d a r i e s w o u l d be t h e l e s s e n i n g 

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

The w e s t e r n b o u n d a r y , we f e l t as t h e 

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

w o u l d t e n d t o be l e s s f r a c t u r e d because o f t h e 
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n a t u r e o f t h e f a u l t i n g . The e a s t e r n b o u n d a r y , 

t h e r e ' s some p r o d u c t i o n on t h e e a s t s i d e o f t h e 

p r o p o s e d u n i t , and t h e w e l l s range anywhere f r o m 

500 b a r r e l s t o $20,000 b a r r e l s o f c u m u l a t i v e 

p r o d u c t i o n a few y e a r s ago, and we f e l t t h a t 

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

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

t h e f u r t h e r e a s t you moved. 

So, t o k i n d o f summarize, we used t h e 

n o r t h / s o u t h a t t i t u d e s o f t h e f a u l t and l e s s e n i n g 

of d i s p l a c e m e n t i n t h o s e d i r e c t i o n s as t h e 

n o r t h / s o u t h b o u n d a r i e s . We used l e s s f r a c t u r i n g 

on t h e west s i d e o f t h e f a u l t and p r o d u c t i o n on 

t h e e a s t s i d e , t o e s t a b l i s h t h e b o u n d a r i e s . 

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

g e o l o g i c d a t a you have examined j u s t i f i e s t h e 

p r o p o s e d b o u n d a r i e s f o r t h e u n i t ? 

A. I t i s my o p i n i o n , t h a t ' s c o r r e c t . 

Q. Based on t h e g e o l o g i c d a t a you have 

examined, do you have an o p i n i o n as t o w h e t h e r 

t h e p r o p o s e d u n i t b o u n d a r i e s a r e such t h a t t h e y 

w i l l g i v e t h e o p e r a t o r and t h e i n t e r e s t owners 

w i t h i n t h e u n i t e f f e c t i v e and e f f i c i e n t c o n t r o l 

o f t h e Mancos r e s e r v o i r u n d e r l y i n g t h i s a r ea? 

A. T h a t ' s c o r r e c t . 
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Q. Why i s e x p l o r a t i o n and deve l o p m e n t o 

t h i s a r e a on a u n i t b a s i s p r e f e r a b l e t o 

e x p l o r a t i o n and de v e l o p m e n t on a c o m p e t i t i v e 

l e a s i n g b a s i s ? 

A. The i d e a i s t h a t we wanted t o 

e s t a b l i s h , s i n c e i t ' s an unknown, r e a l l y , we 

wanted t o e s t a b l i s h a l a r g e r s p a c i n g t o s t a r t 

w i t h , and i n o r d e r t o do t h a t we had t o come t 

h e a r i n g and g e t 6 4 0 - a c r e s p a c i n g a p p r o v e d . 

Our f e e l i n g i s t h a t t h a t p r e v e n t s 

p o t e n t i a l w a s t e , i t c u t s down on t h e number o f 

w e l l s t h a t i n i t i a l l y a r e d r i l l e d i n a r e s e r v o i 

t h a t we d o n ' t know a l o t a b o u t y e t . So, i n 

essence, i t c u t s down on waste and u n n e c e s s a r y 

economic h a r d s h i p by t h e number o f w e l l s t h a t 

have t o be d r i l l e d . 

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

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

A. Yes. 

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

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

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

A. T h a t ' s my o p i n i o n . 

Q. Was E x h i b i t No. 1 p r e p a r e d by you? 
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A . I t was. 

MR. R03ERTS: I move t h e a d m i s s i o n o f 

E x h i b i t No. 1, and I have no o t h e r q u e s t i o n s f o r 

t h i s w i t n e s s . 

EXAMINER STOGNER: E x h i b i t No. 1 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 . 

EXAMINATION 

BY MR. STOVALL: 

Q. Mr. E n d s l e y , t h i s i s a n a r r a t i v e 

summary o f t h e g e o l o g y o f t h e u n i t a r e a , i s t h a t 

c o r r e c t ? 

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

Q. I s i t c o r r e c t t h a t a i l o f t h e e x h i b i t s 

s u p p o r t i n g and t h e backup d a t a was s u b m i t t e d i n 

t h e case t h a t ' s been t a k e n , o f w h i c h 

a d m i n i s t r a t i v e n o t i c e has been t a k e n ? 

A. R i g h t . I n t h e p o o l i n g h e a r i n g t h a t we 

came t o , we s u b m i t t e d some g e o l o g i c e x h i b i t s t h a t 

had s t r u c t u r e maps, and i d e n t i f i e d t h e f a u l t t h a t 

we j u s t t a l k e d a b o u t h e r e . Those a r e a l l i n t h e 

e x h i b i t s f r o m t h e p r e v i o u s h e a r i n g . 

MR. STOVALL: I'm assuming, Mr. 

R o b e r t s , i t was y o u r i n t e n t i n t h i s case, r a t h e r 

t h a n t o red o t h a t t e s t i m o n y and r e s u b m i t t h o s e 

e x h i b i t s , t h a t was y o u r i n t e n t i n i n c o r p o r a t i n g 
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t h a t r e c o r d and use wh a t ' s a l r e a d y been done? 

MR. ROBERTS: Yes, t h a t was my i n t e n t 

and t h e r e a s o n f o r t h e r e q u e s t t h a t t h e r e c o r d i n 

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

case. I t ' s n o t c l e a r t o me w h e t h e r t h e 

Exa m i n e r ' s d e c i s i o n t o t a k 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 case w i l l c r e a t e t h e same r e s u l t as 

i n c o r p o r a t i n g t h e r e c o r d . I assume i t w i l l . 

MR. STOVALL: As a p r a c t i c a l r e s u l t , I 

t h i n k i t ' s p r o b a b l y n o t s i g n i f i c a n t l y d i f f e r e n t . 

MR. ROBERTS: We w o u l d be happy t o go 

t h r o u g h i n some d e t a i l t h e g e o l o g i c 

j u s t i f i c a t i o n , i f you w o u l d p r e f e r t h a t we do 

t h a t i n t h i s case. 

EXAMINER STOGNER: I d o n ' t b e l i e v e t h a t 

w i l l be n e c e s s a r y . I'm somewhat aware o f t h e 

p r e v i o u s case. I was n o t t h e H e a r i n g Examiner 

nor d i d I s i t i n on t h e t e s t i m o n y , b u t I d o n ' t 

d o u b t Mr. E n d s l e y t h a t t h i s was i n t h e r e . 

And w i t h t h a t , I d o n ' t have any 

q u e s t i o n s a t t h i s t i m e , Perhaps a f t e r we hear 

r n e x t w i t n e s s I m i g h t have some a d d i t i o n a l 

q u e s t i o n s . 

MR. STOVALL: I do have one more and 

i t ' s more o u t o f — i t may have s o m e t h i n g t o do 
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w i t h t h e u n i t i z a t i o n . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. The c u r r e n t r u l e s , I b e l i e v e , a r e 

64 0 - a c r e s t a n d a r d s e c t i o n s p a c i n g , i s t h a t 

c o r r e c t ? 

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

Q. Would you a n t i c i p a t e , based upon what 

you know o f t h e g e o l o g y and t h e f l e x u r e o f t h e 

r o c k o u t t h e r e , t h a t you may want t o come i n a t 

some l a t e r p o i n t and g e t some u n o r t h o d o x 

p r o r a t i o n u n i t s o r some f l e x i b i l i t y as f a r as 

c r o s s i n g t h e s e c t i o n l i n e s w i t h w e l l s o r 

a n y t h i n g , or i s t h a t — We have o t h e r e x p e r i e n c e 

i n o t h e r u n i t s i n t h i s a r e a t h a t have done t h a t , 

w i t h s i m i l a r g e o l o g i c c o n d i t i o n s , and t h a t ' s why 

I'm a s k i n g t h e q u e s t i o n . 

A. I ' l l o f f e r an o p i n i o n . I f we f i n d t h a t 

t h e r e s e r v o i r was t o l e n d i t s e l f t o h o r i z o n t a l 

d r i l l i n g , t h e n I c o u l d see where we m i g h t g e t 

i n t o a s i t u a t i o n where we w o u l d be c r o w d i n g l e a s e 

l i n e s or g o i n g o v e r l e a s e l i n e s or s o m e t h i n g l i k e 

t h a t . 

I n i t i a l l y , s i n c e we d o n ' t know w h e t h e r 

t h e r e s e r v o i r i s even g o i n g t o be a h i g h l y 
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p r o d u c t i v e r e s e r v o i r or n o t u n t i l we g e t o u t 

t h e r e and d r i l l our f i r s t w e l l , we f e l t i t was 

p r u d e n t t o s t a r t on r e g u l a r 6 4 0 - a c r e s p a c i n g and 

d e v e l o p a c c o r d i n g l y u n t i l we l e a r n e d more a b o u t 

t h e r e s e r v o i r . 

Q. But t h a t c o u l d be an a d d i t i o n a l b e n e f i t 

o f u n i t i z e d o p e r a t i o n s i f , i n f a c t , you make t h a t 

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

A. That w o u l d be c o r r e c t . 

MR. STOVALL: N o t h i n g f u r t h e r . 

EXAMINER STOGNER: W i t h t h a t , Mr. 

E n d s l e y , you may be excused a t t h i s t i m e . 

Mr. R o b e r t s ? 

MR. ROBERTS: I w o u l d c a l l my n e x t 

w i t n e s s , Mr. P a t r i c k H e g a r t y . 

PATRICK HEGARTY, C.P.L. 

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. ROBERTS: 

Q. S t a t e y o u r name and p l a c e o f r e s i d e n c e 

f o r t h e r e c o r d . 

A. P a t r i c k H e g a r t y , F a r m i n g t o n , New 

Mex i c o . 

Q. What's y o u r o c c u p a t i o n ? 
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A. P e t r o l e u m landman. 

Q. By whom a r e you employed? 

A. M e r r i o n O i l & Gas. 

Q. How l o n g have you been employed i n t h a t 

capac i t y ? 

A. 12 y e a r s . 

Q. Have you t e s t i f i e d b e f o r e t h e O i l 

C o n s e r v a t i o n D i v i s i o n on p r i o r o c c a s i o n s ? 

A . Yes. 

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

A. As a p e t r o l e u m landman. 

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

i n t h i s case? 

A. Yes. 

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

M e r r i o n O i l & Gas p r o p o s e d f o r t h e a r e a w h i c h i s 

t h e s u b j e c t o f t h i s a p p l i c a t i o n ? 

A. Yes, I am. 

MR. ROBERTS: We t e n d e r Mr. H e g a r t y as 

an e x p e r t p e t r o l e u m landman. 

EXAMINER STOGNER: Mr. H e g a r t y i s so 

q u a l i f i e d . 

Q. Mr. H e g a r t y , w o u l d you r e f e r t o what's 

been marked as M e r r i o n ' s E x h i b i t No. 2 and 

i d e n t i f y t h e e x h i b i t ? 
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A. I t i s a s t a t e a n d f e d e r a l f e e 

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

Q. W o u l d y o u d e s c r i b e t h e a r e a t h a t i t 

c o v e r s ? 

A. A l l r i g h t . I t c o v e r s , i n 19 N o r t h 3 

We s t , i t c o v e r s s e c t i o n s 9, 10, 1 1 , 14, 15, 16, 

17, 20, 2 1 , 22, 27, 28, 29, 33 a n d 32. I n 18 

N o r t h 3 W e s t , i t c o v e r s S e c t i o n s 4 a n d 5. 

Q. I s t h i s a f o r m o f u n i t a g r e e m e n t t h a t 

was p r o v i d e d t o y o u by an a g e n c y , o r i s t h i s an 

a g r e e m e n t t h a t y o u h a v e d r a f t e d i n f o r m ? 

A. T h i s i s t h e s t a t e - a p p r o v e d f o r m t h a t 

was r e v i s e d i n J a n u a r y o f 1 9 9 2 , w i t h amendments 

made a t t h e r e q u e s t o f t h e B u r e a u o f L a n d 

Management. 

Q. Does t h i s f o r m o f a g r e e m e n t c o v e r 

s t a t e , f e d e r a l a n d f e e l a n d s ? 

A . Yes . 

Q. What k i n d o f l a n d s a r e c o v e r e d i n y o u r 

p r o p o s e d u n i t ? 

A. T h e r e a r e f e d e r a l a n d f e e l a n d s . I'm 

s o r r y , f e d e r a l a n d s t a t e l a n d s . The s t a t e l a n d s 

a c c o u n t f o r 5.9 p e r c e n t o f t h e t o t a l , t h e t o t a l 

a c r e s b e i n g 1 0 , 8 2 3 . 1 6 a c r e s . 

Q. O t h e r t h a n t h e BLM m o d i f i c a t i o n s t o t h e 
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f o r m o f agreement, have t h e r e been o t h e r 

m o d i f i c a t i o n s ? 

A . No . 

Q • Are t h e r e a t t a c h m e n t s t o t h e f o r m o f 

agreement ? 

A . Yes . 

Q • What a r e t h o s e a t t a c h m e n t s ? 

A . They a r e e x h i b i t s . E x h i b i t A i s t h e 

map o f t h e u n i t a r e a . E x h i b i t B i s t h e s c h e d u l 

o f o w n e r s h i p i n c l u d i n g an addendum w h i c h 

i d e n t i f i e s t h e o v e r r i d i n g r o y a l t y i n t e r e s t 

o wners, and t h e n E x h i b i t C i s t h e s c h e d u l e o f 

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

Q. Would you r e f e r t o E x h i b i t A t o t h e 

u n i t agreement and, i n a l i t t l e b i t more d e t a i l 

d e s c r i b e what's c o n t a i n e d ? 

A. B a s i c a l l y , i t ' s a map t h a t i d e n t i f i e s 

t h e l a n d s i n v o l v e d w i t h t h e u n i t , as w e l l as 

i d e n t i f y i n g t h e f e d e r a l and s t a t e l e a s e numbers 

and i d e n t i f i e s t h e o w n e r s h i p , and i t i s 

c o l o r - c o d e d t o i d e n t i f y t h e o w n e r s h i p . I t s e t s 

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

t r a c t numbers t h a t r e l a t e s t o t h e s c h e d u l e o f 

o w n e r s h i p , w h i c h i s E x h i b i t 3. 

Q. And t h e n E x h i b i t C, d e s c r i b e i n a 

RODRIGUEZ-VESTAL REPORTING 
(50 5) 98 8-1772 



2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

: 5 

16 

17 

18 

1 9 

20 

2 1 

2 2 

2 3 

24 

2 5 

20 

l i t t l e b i t more d e t a i l w h a t's c o n t a i n e d i n t h a t 

e x h i b i t . 

A. A l l r i g h t . E x h i b i t C i s s i m p l y a 

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

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

l e a s e , as i t p e r t a i n s t o t h e u n i t . I t g i v e s t h e 

amount o f a c r e a g e t h a t each t r a c t c o n t r i b u t e s t o 

t h e u n i t , i t ' s n e t rev e n u e i n t e r e s t , e x p i r a t i o n 

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

t r a c t c o n t r i b u t e s t o t h e u n i t . 

Q, Have you c o n t a c t e d a l l o f t h e l e a s e h o l d 

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

u n l e a s e d m i n e r a l s i n t h e p r o p o s e d u n i t a r e a t o 

s o l i c i t t h e i r j o i n d e r ? 

A . Yes, we have. 

Q. What a r e t h e r e s u l t s o f t h o s e c o n t a c t s ? 

A. We have 79.93 p e r c e n t t h a t have j o i n e d 

us i n t h i s u n i t i z a t i o n e f f o r t . 

Q. Do you a n t i c i p a t e any f u r t h e r v o l u n t a r y 

j o i n d e r ? 

A. There i s t h a t p o s s i b i l i t y . 

Q. Are you c o n t i n u i n g t o c o n t a c t t h o s e who 

have n o t y e t j o i n e d ? 

A. Yes. And do you want me t o g i v e 

s p e c i f i c s i n t h a t r e g a r d ? 
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Q. I d o n ' t t h i n k i t ' s n e c e s s a r y , u n l e s s 

t h e Examiner may ask a q u e s t i o n a b o u t t h a t 

l a t e r . But you say t h e r e ' s 79.6 p e r c e n t j o i n d e r ? 

A. 79.93 p e r c e n t j o i n d e r . 

Q. L e t me t u r n y o u r a t t e n t i o n t o what has 

been marked as E x h i b i t No. 4. We're s k i p p i n g 

E x h i b i t 3 f o r t h e movement and moving on t o 

E x h i b i t No. 4. Would you i d e n t i f y t h a t e x h i b i t ? 

A. E x h i b i t No. 4 i s t h e u n i t o p e r a t i n g 

agreement f o r t h e d e v e l o p m e n t and o p e r a t i o n o f 

t h e Rock Mesa U n i t A rea. 

Q. Has t h e u n i t o p e r a t i n g agreement been 

c i r c u l a t e d t o p a r t i e s who have j o i n e d t h e u n i t ? 

A. Yes. 

Q. What's t h e s t a t u s o f t h e e x e c u t i o n o f 

t h a t agreement? 

A. The same p e r c e n t a g e t h a t ' s e x e c u t e d t h e 

u n i t agreement have a l s o e x e c u t e d t h e u n i t 

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

Q. I assume i t ' s p r o p o s e d t h a t M e r r i o n O i l 

& Gas c o r p o r a t i o n w i l l be t h e o p e r a t o r o f t h e 

u n i t ? 

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

Q. Moving back now t o E x h i b i t No. 2, has 

t h e u n i t agreement been a p p r o v e d by t h e Bureau of 
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Land Management? 

A. Yes, i t has. 

Q. When was i t approved? 

A. O c t o b e r 6, 1992. 

Q. What i s t h e e v i d e n c e o f t h a t a p p r o v a l ? 

A. The c e r t i f i c a t i o n d e t e r m i n a t i o n , w h i c h 

i s E x h i b i t 2, a p a r t o f E x h i b i t 2 o f 5. 

Q. I s i t t h e f i r s t page o f E x h i b i t No. 2? 

A. Yes, i t i s . 

Q. Now I w o u l d l i k e you t o r e f e r t o what 

has been marked as M e r r i o n E x h i b i t 3, and 

i d e n t i f y t h a t e x h i b i t ? 

A. That e x h i b i t i s a l e t t e r f r o m t h e 

o f f i c e o f t h e Commissioner o f P u b l i c Lands, 

s i g n e d by F l o y d Prando, a l e t t e r d a t e d O c t o b e r 

2 7 t h , and b a s i c a l l y d e s c r i b i n g or d e t a i l i n g t h e 

p r e l i m i n a r y a p p r o v a l o f t h e Rock Mesa U n i t by t h e 

Commissioner o f P u b l i c Lands. 

Q. I t a p p e a r s t h a t t h e p r e l i m i n a r y 

a p p r o v a l i s c o n d i t i o n a l i n n a t u r e . What 

c o n d i t i o n s must be s a t i s f i e d b e f o r e f i n a l 

a p p r o v a l w o u l d be g r a n t e d ? 

A. There a r e t h r e e i t e m s , one o f w h i c h has 

a l r e a d y been s a t i s f i e d , b u t t h e f i r s t r e q u i r e m e n t 

i s t h a t t h e OCD a p p r o v e t h e u n i t . The second 
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r e q u i r e m e n t i s t h e y want c o p i e s o f a l l w e l l 

r e c o r d s . The t h i r d i s a copy o f t h e f i n a l i z e d 

u n i t o p e r a t i n g agreement, w h i c h we've a l r e a d y 

p r o v i d e d them and t h a t r e q u i r e m e n t has been 

s a t i s f i e d . 

Q. When do you p r o p o s e t o commence u n i t 

o p e r a t i o n s ? 

A. We p r o p o s e t o commence u n i t o p e r a t i o n s 

a t t h e p o i n t i n t i m e t h a t an APD i s a p p r o v e d and 

we're r e a d y t o c l e a r a l o c a t i o n f o r d r i l l i n g . 

Q. And i s t h a t work i n p r o g r e s s ? 

A . Yes . 

Q. Now t u r n t o what you have marked as 

E x h i b i t No. 5, and w o u l d you i d e n t i f y t h a t 

exh i b i t ? 

A. Okay. E x h i b i t No. 5 i s t h e r e t u r n 

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

r e c e i p t r e q u e s t r e c e i p t s , as w e l l as t h e l e t t e r s 

t h a t were s e n t t o t h e w o r k i n g i n t e r e s t owners 

t h a t have n o t a g r e e d t o p a r t i c i p a t e i n t h e u n i t 

e f f o r t . 

Q. T h i s n o t i c e was n o t i f i c a t i o n o f t h e 

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

A. T h a t ' s c o r r e c t . And we a l s o i n c l u d e d 

i n t h a t l i s t a l l o f t h e o v e r r i d i n g r o y a l t y 
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i n t e r e s t owners t h a t d i d n o t agre e t o p a r t i c i p a t e 

i n t h i s u n i t i z a t i o n e f f o r t . 

Q. Mr. H e g a r t y , i n y o u r o p i n i o n , have t h e 

n o t i f i c a t i o n r e q u i r e m e n t s a p p l i c a b l e t o t h i s 

a p p l i c a t i o n and h e a r i n g been s a t i s f i e d ? 

A. Yes, t h e y have. 

Q. Were E x h i b i t Nos. 2 t h r o u g h 5 e i t h e r 

p r e p a r e d by you or a t y o u r d i r e c t i o n and under 

y o u r s u p e r v i s i o n ? 

A. Yes, t h e y were. 

MR. ROBERTS: I w o u l d move t h e 

a d m i s s i o n o f E x h i b i t Nos. 2 t h r o u g h 5. 

EXAMINER STOGNER: E x h i b i t s 2 t h r o u g h 5 

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 . 

MR. ROBERTS: I have no o t h e r g u e s t i o n s 

f o r t h i s w i t n e s s . 

MR. STOVALL: As a p r e l i m i n a r y m a t t e r , 

w o u l d you mind s u b m i t t i n g an a f f i d a v i t t o go 

a l o n g w i t h E x h i b i t 5, s t a t i n g t h a t n o t i c e has 

been g i v e n t o a l l p a r t i e s r e q u i r e d t o r e c e i v e 

n o t i c e under t h e r u l e s and r e g u l a t i o n s o f t h e 

D i v i s i o n ? And a t t a c h as an e x h i b i t a l i s t o f 

t h o s e p a r t i e s . I t makes i t e a s i e r f o r us t o l o o k 

a t i t and i d e n t i f y i t . 

EXAMINER STOGNER: That can be made a 
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p a r t o r a su p p l e m e n t t o E x h i b i t No. 5. 

MR. ROBERTS: Do you want t h a t t o be my 

af f i d a v i t ? 

MR. STOVALL: I t can be y o u r s o r Mr. 

H e g a r t y ' s , whoever wants t o p u t h i s o a t h on t h e 

l i n e o u g h t t o be t h e one t o s i g n t h e a f f i d a v i t . 

EXAMINATION 

BY MR. STOGNER: 

Q. So t h a t I'm u n d e r s t a n d i n g , I'm t r y i n g 

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

t h e f o r m a t i o n t h a t ' s u n i t i z e d , and maybe you can 

h e l p me. Where do you need t o l o o k ? 

MR. STOVALL: You're l o o k i n g a t page 

2-A, Mr. Examiner? 

EXAMINER STOGNER: Yes. 

MR. STOVALL: I t h i n k t h e r e ' s some 

c o n f u s i o n when you r e a d t h a t i n i t i a l l y . Do I 

u n d e r s t a n d t h a t t o mean t h a t a l l t h e s u b s t a n c e s 

i n t h e u n i t a r e a a r e u n i t i z e d w i t h t h e e x c e p t i o n 

o f t h e E n t r a d a f o r m a t i o n w i t h i n t h e a r e a s 

s p e c i f i e d i n p a r a g r a p h 2-A o f t h e u n i t 

agreement ? 

THE WITNESS: We were d i r e c t e d t o amend 

t h i s p o r t i o n o f t h e u n i t agreement by t h e Bureau 

of Land Management, and t h e r e a s o n b e i n g i s t h a t 
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because w i t h i n t h e Rock Mesa U n i t b o u n d a r i e s , we 

have t h e Media E n t r a d a U n i t , and so we had t o 

e x c l u d e t h e Media E n t r a d a f o r m a t i o n f r o m t h i s 

u n i t and t h a t was t h e p u r p o s e o f t h i s l a n g u a g e . 

A l l o t h e r h o r i z o n s a r e c o v e r e d . 

Q. So, o t h e r t h a n t h e E n t r a d a , a l l 

h o r i z o n s above and below t h e E n t r a d a a r e i n t h i s 

u n i t agreement? 

A. W e l l , b a s i c a l l y a l l t h e h o r i z o n s a r e 

c o v e r e d o t h e r t h a n t h e E n t r a d a i n t h e l a n d s 

d e s c r i b e d on t h a t page. So i t ' s o n l y t h o s e 

E n t r a d a r i g h t s i n t h e Media E n t r a d a U n i t . 

Q. That Media E n t r a d a U n i t i s an 

a l l - f e d e r a l u n i t , I w o u l d assume? 

A. Yes. 

Q. I'm l o o k i n g a t E x h i b i t No. 2, yo u r 

E x h i b i t A a t t a c h e d t o t h a t E x h i b i t No. 2. 

A. Our c o l o r - c o d e d map? 

Q. Yes, t h e c o l o r - c o d e d map. Where i s t h e 

i n i t i a l w e l l ? I s i t l o c a t e d on he r e ? 

A. No, i t ' s n o t . I t ' s i d e n t i f i e d - - i t ' s i n 

S e c t i o n 32, t h e s o u t h e a s t q u a r t e r , b u t — 

MR. ROBERTS: Mr. Examiner, Mr. Dunn, I 

t h i n k , has t h e l o c a t i o n or can r e a d i l y f i n d i t . 

EXAMINER STOGNER: Mr. Dunn, do you 
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know what t h a t l o c a t i o n w i l l be? 

MR. DUNN: I t ' s 2310 f r o m t h e So u t h , 

1650 f r o m t h e E a s t , S e c t i o n 32, Township 19 

N o r t h , Range 3 West, S a n d o v a l County, New Me x i c o . 

Q. And the only acreage that is sta 

p r o p e r t y i s t h a t S e c t i o n 16, i s t h a t c o r r e c t ? 

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

Q. Other t h a n t h a t , t h e s t a t e l a n d o f f i c e 

w o u l d n o t have been i n v o l v e d ? 

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

EXAMINER STOGNER: Any o 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 ? 

MR. STOVALL: Yes, a c o u p l e o f them. 

EXAMINATION 

BY MR. STOVALL: 

Q. Mr. H e g a r t y , am I r e a d i n g t h i s r i g h t 

t h a t t h i s a p p e a r s t o be a d i v i d e d u n i t ? Are you 

f a m i l i a r w i t h t h e d i v i d e d v e r s u s u n d i v i d e d 

t e r m i n o l o g y ? 

A. Yes, r i g h t . W e l l , i t ' s - -

Q. By t h a t I mean i t has p a r t i c i p a t i n g 

a r e a s and i t ' s n o t g o i n g t o be an e n t i r e u n i t 

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

A. C o r r e c t . 

Q. And t h o s e a r e a s w i l l be s u b j e c t t o t h e 
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BLM a p p r o v a l ? 

A. R i g h t . 

Q. Now, w i t h r e s p e c t t o what i s commonly 

r e f e r r e d t o as n o n c o n s e n t p r o v i s i o n s — I t h i n k you 

r e f e r r e d t o i t i n t h e u n i t o p e r a t i n g agreement as 

n o n d r i l l i n g p a r t i e s , am I c o r r e c t i n r e a d i n g t h a t 

s o - c a l l e d n o t d r i l l i n g or n o n c o n s e n t p a r t i e s 

f o r f e i t t h e i r i n t e r e s t t o t h e u n i t t o t h e 

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

e s s e n t i a l l y , c o s t p l u s 200 p e r c e n t on d r i l l i n g 

and c o m p l e t i n g c o s t s and o p e r a t i o n a l c o s t s , i s 

t h a t c o r r e c t ? r e f e r r i n g t o p a r a g r a p h 12.3, I 

t h i n k , i s where I'm g e t t i n g t h a t . 

The l a n g u a g e o f t h e agreement i s 300 

p e r c e n t , b u t I b e l i e v e i n s t a t u t o r y l a n g u a g e 

t h a t ' s e q u i v a l e n t t o c o s t p l u s 200 p e r c e n t , i s 

t h a t c o r r e c t ? 

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

MR. STOVALL: I d o n ' t t h i n k I have any 

o t h e r q u e s t i o n s . 

EXAMINER STOGNER: Any o t h e r q u e s t i o n s 

o f Mr. H e g a r t y ? I f n o t , he may be excu s e d . 

Mr. R o b e r t s , do you have a n y t h i n g 

f u r t h e r ? 

MR. ROBERTS: No, s i r . 
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EXAMINER STOGNER: Anybody e l s e have 

a n y t h i n g f u r t h e r i n Case 10 5 26? I f n o t , t h i s 

case 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 p r o c e e d i n g s c o n c l u d e d . ) 

' dc he •. •...-,< 
a corn,~lee 

0 i l C o n s ^ r ^ f i o l i J D i ^ ^ : i i E X a ' ? 3 f n e P 
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