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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING ) 
CALLED BY THE OIL CONSERVATION ) 
DIVISION FOR THE PURPOSE OF ) 

CONSIDERING: ) CASE NO. 10949 

APPLICATION OF SAMEDAN OIL CORPORATION 

REPORTERS TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: M i c h a e l E. S t o g n e r , H e a r i n g Examiner 

March 3 1 , 1994 

Santa Fe, New M e x i c o 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e 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 March 3 1 , 1994, a t 

Morgan H a l l , S t a t e Land O f f i c e B u i l d i n g , 310 O l d 

Santa Fe T r a i l , Santa Fe, New M e x i c o , b e f o r e Deborah 

O'Bine, RPR, C e r t i f i e d C o u r t R e p o r t e r No. 63, f o r t h e 

S t a t e o f New M e x i c o . 

ORIGINAL 
APR 2 7 (994 
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I N D E X 

March 3 1 , 1994 
Examiner H e a r i n g 
CASE NO. 10949 

PAGE 

APPEARANCES 3 

SAMEDAN OIL CORPORATION'S WITNESS: 
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A P P E A R A N C E S 

FOR THE DIVISION: RAND L. CARROLL, ESQ. 
G e n e r a l C o u n s e l 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 O l d Santa Fe T r a i l 
Santa Fe, New M e x i c o 87501 

FOR THE APPLICANT: CAMPBELL, CARR, BERGE & 
SHERIDAN, P.A. 

P.O. Box 2208 
Santa Fe, New Me x i c o 87504 
BY: WILLIAM F. CARR, ESQ. 
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EXAMINER STOGNER: A t t h i s t i m e , I ' l l c a l l 

Case No. 10949, w h i c h i s t h e a p p l i c a t i o n o f Samedan 

O i l C o r p o r a t i o n f o r c o m p u l s o r y p o o l i n g and an 

u n o r t h o d o x o i l w e l l l o c a t i o n , Lea Coun t y , New 

M e x i c o . 

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

MR. CARR: May i t p l e a s e t h e Ex a m i n e r , my 

name i s W i l l i a m F. C a r r w i t h t h e Santa Fe law f i r m 

C a m p b e l l , C a r r , Berge & S h e r i d a n . I r e p r e s e n t 

Samedan O i l C o r p o r a t i o n i n t h i s c a s e , and I have two 

w i t n e s s e s . 

EXAMINER STOGNER: Any o t h e r a p p e a r a n c e s ? 

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 a t t h i s 

t i m e t o be sworn? 

( W i t n e s s e s sworn.) 

MR. CARR: A t t h i s t i m e , Mr. S t o g n e r , we 

w o u l d c a l l D a v i d D. S m i t h . 

DAVID D. SMITH, 

t h e 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 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. CARR: 

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

r e c o r d , p l e a s e . 
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A. My f u l l name i s D a v i d D e n n i s S m i t h . 

Q. And where do you r e s i d e ? 

A. I r e s i d e i n H o u s t o n , Texas -- S p r i n g , 

Texas, a t t h i s p o i n t . 

Q. A s u b u r b o f Houston? 

A. C o r r e c t . 

Q. By whom a r e you employed? 

A. I'm employed by Samedan O i l C o r p o r a t i o n . 

Q. What i s y o u r c u r r e n t c a p a c i t y o r t i t l e 

w i t h Samedan? 

A. I'm t h e s e n i o r - m o s t landman w i t h t h e 

company a t t h i s p o i n t . 

Q. Mr. S m i t h , 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 New Mexico O i l C o n s e r v a t i o n D i v i s i o n ? 

A. No I have n o t . 

Q. C o u l d you summarize f o r Mr. S t o g n e r y o u r 

e d u c a t i o n a l b a c k g r o u n d and t h e n b r i e f l y r e v i e w y o u r 

work e x p e r i e n c e ? 

A. Yes. I g r a d u a t e d f r o m h i g h s c h o o l i n 

L i o n s Township i n L i o n s Township H i g h S c h o o l i n La 

Grange, I l l i n o i s . I a t t e n d e d A r i z o n a S t a t e 

U n i v e r s i t y . I g r a d u a t e d w i t h a B a c h e l o r o f S c i e n c e 

Degree i n B u s i n e s s A d m i n i s t r a t i o n . F o l l o w i n g 

c o l l e g e , I went t o work f o r Amoco P r o d u c t i o n 

Company. I worked a p p r o x i m a t e l y t h r e e y e a r s i n t h e i r 
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p r o d u c t i o n d e p a r t m e n t . I s w i t c h e d o v e r t o t h e i r l a n d 

d e p a r t m e n t i n 1978. I n l a t e 1979, I went t o work f o r 

Samedan O i l C o r p o r a t i o n , and I'm i n my 1 5 t h y e a r w i t h 

Samedan a t t h i s p o i n t . 

Q. How l o n g have you a c t u a l l y been w o r k i n g as 

a p e t r o l e u m landman? 

A. S i x t e e n y e a r s . 

Q. A r e 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 

f i l e d i n t h i s case on b e h a l f o f Samedan? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h t h e s u b j e c t a r e a ? 

A. Yes, I am. 

Q. A r e you a l s o a r e g i s t e r e d p e t r o l e u m 

landman? 

A. Yes, s i r . 

MR. CARR: Mr. S t o g n e r , a t t h i s t i m e I 

w o u l d t e n d e r D a v i d D. S m i t h as an e x p e r t w i t n e s s i n 

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

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

q u a l i f i e d . 

Q. (BY MR. CARR) C o u l d you b r i e f l y summarize 

what Samedan seeks w i t h t h i s a p p l i c a t i o n ? 

A. Samedan i s s e e k i n g t o o b t a i n an o r d e r f o r 

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

n o r t h e a s t o f t h e n o r t h w e s t q u a r t e r o f S e c t i o n 26, 
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P.O. Box 9262 

Santa Fe, New Mex i c o 85704-9262 
(505) 984-2244 FAX: 984-2092 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

21 

22 

23 

24 

25 

7 

Township 23 S o u t h , Range 37 E a s t , Lea Co u n t y , New 

M e x i c o , and t h e a p p r o v a l o f an u n o r t h o d o x w e l l 

l o c a t i o n s i t u a t e d 1,050 f e e t f r o m t h e n o r t h l i n e and 

1,650 f e e t f r o m t h e west l i n e o f S e c t i o n 26. P l u s we 

a r e r e q u e s t i n g a r i s k p e n a l t y o f c o s t p l u s 200 

p e r c e n t . 

Q. What i s t h e name o f t h e p r o p o s e d w e l l ? 

A. The name o f t h e p r o p o s e d w e l l i s t h e Hunt 

No . 1. 

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

t h e p r o p o s e d d e p t h i n t h i s a r ea? 40 a c r e s ? 

A. T h i s i s 40 a c r e s . I t does n o t f o l l o w 

u n d e r any f i e l d r u l e s . 

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

i s 60 f e e t t o o c l o s e t o t h e s o u t h l i n e o f t h e 4 0 - a c r e 

t r a c t ; i s t h a t c o r r e c t ? 

A. T h a t i s c o r r e c t . 

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

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

A. Yes, I have. 

Q. Co u l d you r e f e r t o what has been marked 

Samedan O i l C o r p o r a t i o n E x h i b i t No. 1, i d e n t i f y t h a t , 

and t h e n r e v i e w t h e i n f o r m a t i o n on t h i s e x h i b i t f o r 

t h e e x a m i n e r . 

A. E x h i b i t 1 d e p i c t s a M i d l a n d Map Company 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Mexi c o 85704-9262 
(505) 984-2244 FAX: 984-2092 
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base map on a s c a l e o f 1 i n c h = 2,000 f e e t , w h i c h 

shows i n t h e c e n t e r S e c t i o n 26 o f Township 23 S o u t h , 

Range 37 E a s t . 

Samedan's a c r e a g e p o s i t i o n i s c o l o r e d i n 

y e l l o w . Our 4 0 - a c r e p r o r a t i o n u n i t i s c o l o r e d w i t h 

r e d . A c r o s s t h e a c r e a g e p o s i t i o n i s a h a c h u r e d b l a c k 

and w h i t e l i n e w h i c h r e f l e c t s and r e p r e s e n t s 

p r o p r i e t a r y s e i s m i c d a t a . And t h e p i n k c i r c l e i s t h e 

p r o p o s e d l o c a t i o n w h i c h f a l l s on t h e p r o p r i e t a r y 

s e i s m i c d a t a . 

Q. You're f a m i l i a r w i t h t h e s t a t u s o f t h e 

o w n e r s h i p i n t h i s area? 

A. Yes, I am. 

Q. And t h e o w n e r s h i p as r e f l e c t e d on t h i s 

p o r t i o n o f t h e M i d l a n d Map Company map i s c o r r e c t ? 

A. Yes, i t i s . 

Q. The r e a s o n f o r t h e u n o r t h o d o x l o c a t i o n i s 

t o p l a c e t h e w e l l on t h e s e i s m i c l i n e shown on t h i s 

e x h i b i t ? 

A. T h a t i s c o r r e c t . 

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

w e l l ? 

A. We a r e t a r g e t i n g t h e E l l e n b u r g e r a t 11,000 

f e e t . 

Q. C o u l d you i d e n t i f y what has been marked 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

Santa Fe, New Mexi c o 85704-9262 
(505) 984-2244 FAX: 984-2092 
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Samedan E x h i b i t No. 2, p l e a s e . 

A. E x h i b i t No. 2 i s a l i s t o f owners u n d e r 

t h e — a c t u a l l y , i t ' s owners u n d e r t h e e n t i r e e a s t 

h a l f , n o r t h w e s t q u a r t e r . I t ' s common t i t l e even 

t h o u g h we a r e j u s t i d e n t i f y i n g 40 a c r e s o f i t , b u t i t 

r e f l e c t s c o m m i t t e d w o r k i n g i n t e r e s t owners t h a t a r e 

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

r e f l e c t s two u n c o m m i t t e d owners, and t h e n t h e r o y a l t y 

i n t e r e s t owners who a r e l e a s e d . 

Q. Do you happen t o know t h e p e r c e n t a g e 

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

t r a c t ? 

A. Yes, I do. Geodyne Nominee C o r p o r a t i o n , 

w h i c h , i n c i d e n t a l l y , has j u s t been a c q u i r e d by Samson 

Reso u r c e s owns 2/7's o f t h e m i n e r a l s . E x p r e s s e d i n a 

d e c i m a l manner, i t i s a .2857142 o r 28.57 p e r c e n t o f 

t h e m i n e r a l s . 

Elma May Hunt N i c h o l s owns 3/224's o r 

d e c i m a l l y a .0133928, e x p r e s s e d as a p e r c e n t a g e as 

1.33928 p e r c e n t . 

Q. These a r e t h e o n l y two i n t e r e s t owners 

t h a t have n o t been v o l u n t a r i l y c o m m i t t e d t o t h e 

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

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

A. T h a t i s t r u e . 
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Q. So what p e r c e n t a g e o f t h e a c r e a g e i s 

v o l u n t a r i l y c o m m i t t e d t o t h i s p r o j e c t ? 

A. R i g h t now we have v o l u n t a r y commitments o f 

70.0893 p e r c e n t . 

Q. L e t ' s move t o E x h i b i t No. 3. C o u l d you 

i d e n t i f y t h a t , p l e a s e . 

A. E x h i b i t No. 3 i s Samedan's AFE, as you 

w o u l d c a l l i t , f o r t h e d r i l l i n g o f t h e Hunt No. 1. 

Q. Mr. S m i t h , t h e r e i s an e r r o r on t h i s AFE, 

i s n ' t t h e r e ? 

A. T h a t i s c o r r e c t . 

Q. What i s t h a t ? 

A. The e r r o r i s t h e p r o p o s e d TD. T h a t i s t h e 

Fusselman, w h i c h i s what we mapped o u r s t r u c t u r e on. 

The p r o p o s e d TD s h o u l d be 11,000 f e e t . 

Q. The t o t a l s on t h i s e x h i b i t , b o t h d r y h o l e 

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

w e l l t o t h e 1 1 , 0 0 0 - f o o t d e p t h ? 

A. Yes, t h e y do. 

Q. What a r e t h o s e t o t a l s ? 

A. Those t o t a l s o f $359,400 t o c a s i n g p o i n t 

and a t o t a l p r o d u c e r c o s t o f $590,400. 

Q. Have t h e s e c o s t s been a c c e p t e d by t h e 

o t h e r o p e r a t o r s who have v o l u n t a r i l y a g r e e d t o 

p a r t i c i p a t e i n t h i s w e l l ? 

CUMBRE COURT REPORTING 
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A. Yes, t h e y have. B o t h Y a t e s P e t r o l e u m and 

Roy G. B a r t o n have e x e c u t e d t h i s AFE. 

Q. A t t h i s t i m e we have j u s t t h e i n t e r e s t o f 

Geodyne o r Samson and Elma May Hunt N i c h o l s 

o u t s t a n d i n g ; i s t h a t r i g h t ? 

A. T h a t i s c o r r e c t . 

Q. C o u l d you f i r s t a d d r e s s t h e e f f o r t s t h a t 

have been made 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 

Geodyne i n t e r e s t and r e v i e w t h a t f o r Mr. S t o g n e r ? 

A. Yes. I f you w i l l l o o k a t E x h i b i t 4, we 

i n i t i a l l y a p p r o a c h e d Geodyne i n A u g u s t o f 1992, 

m a k i n g an o f f e r f o r an o i l and gas l e a s e . T h e r e ' s a 

l o t o f c o r r e s p o n d e n c e t h a t ' s gone back and f o r t h , b u t 

a l o n g a b o u t A u g u s t o f 1993, we a g a i n r e c o n t a c t e d 

them. They asked f o r an AFE, w h i c h we, a t t h a t 

p o i n t , s e n t t o them. 

On December 1 0 t h o f 1993, we s e n t them a 

w e l l p r o p o s a l o r , as an a l t e r n a t i v e , a r e q u e s t f o r a 

s h o r t - t e r m o i l and gas l e a s e w i t h a f a i r l y 

s u b s t a n t i a l r o y a l t y . 

A l o n g w i t h t h a t December c o r r e s p o n d e n c e , 

we s e n t them a p l a t . 

Our n e x t c o n t a c t w i t h them was i n 

F e b r u a r y , a t w h i c h p o i n t t h e y r e q u e s t e d -- we had 

s e v e r a l v e r b a l c o n t a c t s w i t h them, and we've been 
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t a l k i n g w i t h them a l m o s t d a i l y a t t h i s p o i n t , b u t we 

ended up s e n d i n g them a J o i n t O p e r a t i n g Agreement. 

A t t h a t p o i n t t h e y came back and wan t e d t o see o u r 

p r o p r i e t a r y s e i s m i c d a t a . Y a t e s P e t r o l e u m s a i d no, 

we're n o t g o i n g t o l e t you see t h a t . T h e r e ' s a 

F e b r u a r y 1 5 t h l e t t e r f r o m Samson t o Ya t e s r e q u e s t i n g 

a r i g h t t o see t h a t d a t a . 

Q. T h i s d a t a i s a c t u a l l y owned 50-50 by you 

and Y a t e s P e t r o l e u m ; i s t h a t c o r r e c t ? 

A. T h a t i s c o r r e c t . 

Q. A l l r i g h t . 

A. And we c o u l d n o t show them t h e d a t a . 

Then t h e r e ' s a l e t t e r on March 3 r d where 

we a g r e e d f i n a l l y t h a t we w o u l d l e t them come i n t o 

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

t h e i r m i n e r a l s . We ended up s e n d i n g them a J o i n t 

O p e r a t i n g Agreement, and t h e y d i d a g r e e t h a t t h e y 

w o u l d e i t h e r j o i n o r f a r m o u t . 

T h e r e ' s a l e t t e r h e r e d a t e d March 4 t h 

where t h e y a g r e e d t h a t t h e y c o u l d be a t o u r o f f i c e s 

on t h e 1 1 t h o r 1 2 t h o f March, b u t t h e y ended up n o t 

sho w i n g up. 

We s e n t them a c o n f i d e n t i a l i t y agreement 

on March 10, w h i c h a g a i n showed t h e p r o s p e c t a r e a and 

t h e s e i s m i c l i n e t h a t we w o u l d show them. We s e n t 
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them an o p e r a t i n g agreement f o r t h e i r e x e c u t i o n on 

March 2 4 t h . 

Q. S i n c e t h a t t i m e , have you been i n v e r b a l 

c o m m u n i c a t i o n w i t h them? 

A. Yes. We spoke w i t h them j u s t a b o u t e v e r y 

day, and what t h e y were t r y i n g t o do was s i g n t h e 

J o i n t O p e r a t i n g Agreement and f a x i t t o us p r i o r t o 

t h e h e a r i n g . 

Q. But you have n o t r e c e i v e d t h a t ? 

A. I have no knowledge o f w h e t h e r we have 

r e c e i v e d i t o r n o t . 

Q. A t t h i s p o i n t i n t i m e , you s t i l l s o r t o f 

a r e i n a p o s i t i o n w i t h an agreement t o a g r e e ; i s t h a t 

r i g h t ? 

A. R i g h t . They have a g r e e d , b u t we j u s t 

h a v e n ' t seen t h e p a p e r w o r k . 

Q. When t h o s e documents a r e r e c e i v e d , w i l l 

Samedan a d v i s e t h e D i v i s i o n t h a t agreement has been 

r e a c h e d w i t h Geodyne, and t h e y w o u l d no l o n g e r be 

s u b j e c t t o t h i s h e a r i n g ? 

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

Q. What a b o u t t h e i n t e r e s t o f Elma May Hunt 

N i c h o l s ? What i s t h e s t a t u s o f t h a t ? 

A. Elma May Hunt N i c h o l s owns a 1.33928 

p e r c e n t i n t e r e s t u n d e r t h i s a c r e a g e . We have t r i e d 
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a t l e n g t h t o l o c a t e h e r and have been u n s u c c e s s f u l . 

The l a s t p l a c e we know o f h e r w h e r e a b o u t s was i n 

D a l l a s , Texas, as o f l a t e 1985. 

Our o i l and gas b r o k e r s t h a t we have 

u t i l i z e d have s e a r c h e d e x t e n s i v e l y . They've even 

gone so f a r as t o l o c a t e h e r a d d r e s s by v i r t u e o f 

o t h e r m i n e r a l s she owns t h a t were u n d e r a once-

p r o d u c i n g w e l l . We t r a c k e d h e r down t o D a l l a s . When 

we c a l l e d t h e r e s i d e n c e a t t h a t a d d r e s s , t h e y s a i d 

t h e y had no knowledge o f h e r . 

We checked t h e T a r r a n t County p r o b a t e 

r e c o r d s and c o u l d n o t f i n d any p r o b a t e i n f o r m a t i o n on 

h e r . The o n l y t h i n g a t t h i s p o i n t we have n o t done 

i s gone d o o r - t o - d o o r on t h a t s t r e e t , k n o c k e d on d o o r s 

and a s k i n g i f anyone knows what happened t o h e r . 

Q. Do you i n t e n d t o do t h a t ? 

A. We do i n t e n d t o do t h a t . 

Q. But a t t h i s p o i n t i n t i m e , you have been 

u n a b l e t o l o c a t e Elma May Hunt N i c h o l s ? 

A. T h a t i s c o r r e c t . 

Q. I s E x h i b i t No. 4 a copy o f l e t t e r s t h a t 

c o n f i r m t h e t e s t i m o n y you've j u s t g i v e n c o n c e r n i n g 

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

o f t h e i n t e r e s t owners i n t h i s t r a c t ? 

A. Yes. 
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Q. I s E x h i b i t No. 5 an a f f i d a v i t w i t h 

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

n o t i c e o f t h i s h e a r i n g has been p r o v i d e d i n 

a c c o r d a n c e w i t h 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. Yes, t h a t ' s c o r r e c t . 

Q. And t h e r e ' s a r e t u r n e d l e t t e r i n t h e r e 

s h o w i n g t h a t we've a t t e m p t e d t o n o t i f y t h e N i c h o l s ' 

i n t e r e s t ? 

A. C o r r e c t . 

Q. C o u l d you i d e n t i f y what has been marked 

Samedan E x h i b i t 6? 

A. Yes. E x h i b i t 6 i s a map o f t h i s p o r t i o n 

o f Lea Coun t y , New M e x i c o , t h a t we have a t t e m p t e d t o 

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

l o c a t i o n . 

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

E l l e n b u r g e r p r o d u c e r s t h a t a r e now i n a c t i v e . S e c t i o n 

26 l i e s j u s t e a s t o f t h e c e n t e r o f t h i s map. The 

b l u e c i r c l e s t h e r e r e p r e s e n t t h e o l d Teague F i e l d , 

w h i c h i s now d e p l e t e d . 

Down t o t h e s o u t h e a s t o f t h e map i s t h e 

S t a t e L i n e F i e l d w h i c h has one a c t i v e w e l l d e p i c t e d 

by t h e d a r k c i r c l e . 

Q. T h a t i s t h e o n l y a c t i v e E l l e n b u r g e r w e l l 

i n t h e a rea? 
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A. C o r r e c t . 

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

t h e b a s i s f o r Samedan's b e l i e f t h a t t h i s i s a h i g h -

r i s k v e n t u r e ? 

A. Yes, i t i s . 

Q. What p e n a l t y does Samedan seek be a s s e s s e d 

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

A. We seek c o s t p l u s 200 p e r c e n t . 

Q. You a r e a t t e m p t i n g t o p l a c e t h e w e l l , as 

you p r e v i o u s l y i n d i c a t e d , on t h e s e i s m i c l i n e ; i s 

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

A. T h a t i s c o r r e c t . 

Q. W i l l a g e o l o g i c w i t n e s s r e v i e w t h a t d a t a 

f o r Mr. S t o g n e r ? 

A. Yes. 

Q. Does Samedan b e l i e v e t h e y have a chance o f 

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

c o m m e r c i a l success? 

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

Q. Have you made an e s t i m a t e o f t h e o v e r h e a d 

and a d m i n i s t r a t i v e c o s t w h i l e d r i l l i n g t h i s w e l l and 

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

s u c c e s s f u l ? 

A. Yes. Our J o i n t O p e r a t i n g Agreement 

e x h i b i t r e f l e c t s a d r i l l i n g w e l l r a t e o f $5,146 and a 
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p r o d u c i n g w e l l r a t e o f $502. 

Q. These a r e t h e f i g u r e s t h a t have been 

a g r e e d t o by Ya t e s and B a r t o n ? 

A. C o r r e c t . 

Q. How do t h e y compare t o t h e E r n s t & Young 

f i g u r e s ? 

A. Those a r e t h e c u r r e n t E r n s t & Young 

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

Q. Do you recommend t h a t t h e s e f i g u r e s be 

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

h e a r i n g ? 

A. Yes, I do. 

Q. Does Samedan r e q u e s t t o be d e s i g n a t e d 

o p e r a t o r o f t h e w e l l ? 

A. Yes, t h a t i s c o r r e c t . 

Q. I n y o u r o p i n i o n , w i l l a p p r o v a l o f t h i s 

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

b e s t 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 

w a s t e , 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 ? 

A. Yes, i t w i l l . 

Q. Were E x h i b i t s 1 t h r o u g h 6 e i t h e r p r e p a r e d 

by you o r c o m p i l e d a t y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 

MR. CARR: A t t h i s t i m e , Mr. S t o g n e r , we 

move t h e a d m i s s i o n o f Samedan E x h i b i t s 1 t h r o u g h 6. 
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EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 6 

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 a t t h i s t i m e . 

MR. CARR: T h a t c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. S m i t h . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. S m i t h , on E x h i b i t No. 3, you s t a t e d 

t h a t t h e r e was a c o r r e c t i o n t h a t needs t o be done, 

and t h a t s h o u l d be Fusselman down t o 11,000 f e e t as 

t h e p r o p o s e d TD; i s t h a t c o r r e c t ? 

A. No. A c t u a l l y , t h e s e a r e t h e f i g u r e s f o r 

an E l l e n b u r g e r o b j e c t i v e . The o n l y e r r o r h e r e was 

t h e p r o p o s e d TD i n t h e uppe r r i g h t - h a n d p o r t i o n o f 

t h e document. T h a t s h o u l d be 11,000 f e e t . 

Q. Oh, e v e r y t h i n g e l s e i s c o r r e c t ? 

A. E v e r y t h i n g e l s e i s c o r r e c t . 

Q. I'm s o r r y , I m i s u n d e r s t o o d . I ' d changed 

t h a t t o Fusselman. So i t s h o u l d r e m a i n E l l e n b u r g e r ? 

A. C o r r e c t . 

Q. And o n l y t h e TD s h o u l d go down t o 11,000. 

As f a r as Miss Hunt's i n t e r e s t , when d i d 

you f i r s t s t a r t s e a r c h i n g f o r h e r a d d r e s s and t r y i n g 

t o n o t i f y h e r ? 

A. W e l l , we p e r f o r m e d o u r i n i t i a l l e a s e 

t a k e o f f , m i n e r a l t a k e o f f , a t a b o u t mid-1992, and we 
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i n s t r u c t e d o u r b r o k e r s a t t h a t t i m e t o o f f e r o i l and 

gas l e a s e s . So o u r s e a r c h s t a r t e d a t t h a t t i m e . We 

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

t o cause some d r i l l i n g a c t i v i t y . 

Q. So you e s s e n t i a l l y s t a r t e d a t t h e same 

t i m e t h a t you began l o o k i n g -- I'm s o r r y -- t o b e g i n 

y o u r n e g o t i a t i o n s w i t h Geodyne? 

A. C o r r e c t . 

Q. Overhead c h a r g e s , i f I w r o t e them down 

c o r r e c t l y , was $5,146 f o r d r i l l i n g and $502 f o r 

p r o d u c i n g ? 

A. Yes, t h a t i s c o r r e c t . 

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

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 a t t h i s t i m e , Mr. 

C a r r . 

MR. CARR: Thank y o u , Mr. S t o g n e r . 

A t t h i s t i m e we w o u l d c a l l R o b e r t 

T h o r n t o n . 

ROBERT THORNTON, 

t h e 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 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. CARR: 

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

A. 

Q. 

A. 

Q • 

A . 

Q. 

w o r k i n g ? 

A. 

Q. 

A. 

Q. 

R o b e r t T h o r n t o n . 

Where do you r e s i d e ? 

M i d l a n d , Texas. 

By whom a r e you employed? 

By T h o r n t o n O p e r a t i n g C o r p o r a t i o n . 

And i n t h i s c ase, f o r whom a r e you 

Samedan O i l C o r p o r a t i o n . 

What i s y o u r c a p a c i t y i n t h i s case? 

I am a g e o l o g i s t , p e t r o l e u m e n g i n e e r . 

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 i s 

D i v i s i o n ? 

A. Yes. I t ' s been many y e a r s ago. I'm n o t 

e x a c t l y s u r e what t h e d a t e was. 

Q. Co u l d you summarize f o r Mr. S t o g n e r y o u r 

e d u c a t i o n a l b a c k g r o u n d and t h e n b r i e f l y r e v i e w y o u r 

work e x p e r i e n c e ? 

A. Okay. I n 1971, I g r a d u a t e d w i t h a B.A. i n 

economics f r o m t h e U n i v e r s i t y o f Texas. Then i n 

1979, a l s o f r o m t h e U n i v e r s i t y o f Texas, I g r a d u a t e d 

w i t h a B a c h e l o r o f S c i e n c e i n p e t r o l e u m e n g i n e e r i n g , 

and I was one c o u r s e s h o r t o f a g e o p h y s i c s d e g r e e . 

Subsequent t o t h a t , I went t o work w i t h 

H o u s t o n O i l & M i n e r a l s as a g e o l o g i s t f o r a o n e - y e a r 
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p e r i o d o f t i m e . And t h e n s u b s e q u e n t t o t h a t I ' v e 

been, d u r i n g t h e e n t i r e p e r i o d , I ' v e been an 

i n d e p e n d e n t g e o l o g i s t and o p e r a t o r , w o r k i n g i n New 

Me x i c o . 

Q. A r e 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 o f 

Samedan i n t h i s case? 

A. Yes, I am. 

Q. A r e you g e n e r a l l y f a m i l i a r w i t h t h e a r e a 

s u r r o u n d i n g t h e p r o p o s e d w e l l ? 

A. Yes, I am. 

MR. CARR: We w o u l d t e n d e r Mr. T h o r n t o n as 

an e x p e r t w i t n e s s i n p e t r o l e u m g e o l o g y and 

e n g i n e e r i n g . 

EXAMINER STOGNER: Mr. T h o r n t o n i s so 

q u a l i f i e d . 

Q. (BY MR. CARR) Mr. T h o r n t o n , have you an 

e x h i b i t t o p r e s e n t h e r e t o d a y ? 

A. Yes. 

Q. I s t h a t what has been marked Samedan 

E x h i b i t No. 7? 

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

Q. What i s t h i s ? 

A. What t h i s i s i s an i n t e r p r e t a t i o n map. 

T h e y ' r e 2-D s e i s m i c l i n e t h a t t h e y have. The s e i s m i c 

l i n e s a r e marked on t h e map f r o m t h e i n t e r p r e t a t i o n 
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-- t h i s i s b a s i c a l l y a g e o l o g i c map i n f e r r e d f r o m 

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

Q. Have you had an o p p o r t u n i t y t o r e v i e w t h i s 

e x h i b i t ? 

A. Yes, I have. 

Q. And o t h e r g e o l o g i c a l i n f o r m a t i o n on t h e 

a rea? 

A. Yes. 

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

g e o l o g i c i n t e r p r e t a t i o n o f t h e E l l e n b u r g e r f o r m a t i o n 

i n t h e s u b j e c t area? 

A. Yes, i t i s . 

Q. There i s a c i r c l e w i t h a w e l l symbol on 

i t . What i s t h a t ? 

A. T h a t i s t h e p r o p o s e d l o c a t i o n f o r t h e Hunt 

No. 1 , Samedan O i l C o r p o r a t i o n , Hunt No. 1 W e l l . 

Q. T h a t w e l l i s l o c a t e d on t h e s e i s m i c l i n e ? 

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

Q. Based on y o u r e x p e r i e n c e i n t h e a r e a , w i t h 

t h e amount o f d a t a t h a t i s a v a i l a b l e on t h e 

E l l e n b u r g e r u n d e r t h i s t r a c t , why w o u l d you p l a c e t h e 

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

A. W e l l , f r o m t h e d a t a t h a t we have, t h e b e s t 

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

Q. I f you move away f r o m t h a t a c t u a l s e i s m i c 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Mexi c o 85704-9262 
(505) 984-2244 FAX: 984-2092 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

l i n e , what happens t o t h e r i s k i n v o l v e d ? 

A. W e l l , i t goes up s u b s t a n t i a l l y . 

R e g a r d l e s s o f how t h o r o u g h t h e i n t e r p r e t a t i o n i s on 

any s e i s m i c d a t a , t h e r e ' s a l w a y s t h e r i s k once you 

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

u n c e r t a i n t y . 

The o n l y d a t a p o i n t s you have a r e r i g h t 

a l o n g t h e l i n e , and you draw t h e b e s t i n f e r e n c e s t h a t 

you can f r o m t h a t d a t a , b u t p o s i t i o n s o f f a u l t s and 

t h i n g s l i k e t h a t can move s l i g h t l y , once you s t a r t 

g e t t i n g o f f t h e l i n e s . 

Q. T h i s w e l l i s 60 f e e t f r o m a s t a n d a r d 

l o c a t i o n . Do you b e l i e v e t h a t by movi n g back t o t h e 

s t a n d a r d l o c a t i o n o r , i n f a c t , t o any s t a n d a r d 

l o c a t i o n on t h i s 40 t h a t t h e r i s k o f a s u c c e s s f u l 

w e l l w o u l d be s u b s t a n t i a l l y i n c r e a s e d ? 

A. Yes, o f an u n s u c c e s s f u l w e l l , y e s , w o u l d 

be i n c r e a s e d . 

Q. Do you c o n c u r w i t h t h e s t a t e m e n t s made by 

Mr. S m i t h t h a t , because o f t h e d i s t a n c e f r o m any 

e x i s t i n g E l l e n b u r g e r p r o d u c t i o n , t h a t a r i s k p e n a l t y 

o f 200 p e r c e n t w o u l d be a p p r o p r i a t e ? 

A. T h a t seems r e a s o n a b l e f o r t h e d e p t h o f 

t h i s w e l l and t h e f a c t t h a t y o u ' r e so f a r f r o m a 

p r o d u c i n g f i e l d . 
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Q. Do you have a n y t h i n g f u r t h e r t o add t o 

y o u r t e s t i m o n y ? 

A. No, s i r . 

Q. Have you r e v i e w e d E x h i b i t No. 7? 

A. Yes, s i r . 

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

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

a rea? 

A. I t ' s a r e a s o n a b l e i n t e r p r e t a t i o n . 

MR. CARR: A t t h i s t i m e , Mr. S t o g n e r , we 

w o u l d move t h e a d m i s s i o n o f Samedan E x h i b i t No. 7. 

EXAMINER STOGNER: E x h i b i t No. 7 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. CARR: T h a t c o n c l u d e s my e x a m i n a t i o n 

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

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. T h o r n t o n , I show t h i s t o be a 

Fusselman s t r u c t u r e map, b u t y e t y o u ' r e g o i n g a f t e r 

t h e E l l e n b u r g e r . C o u l d you e x p l a i n t o me t h e 

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

A. The E l l e n b u r g e r i s below t h e Fusselman. 

We c o u l d p r e s e n t maps on e v e r y h o r i z o n t h a t we have 

i n t h e a r e a , b u t t h e Fusselman i s a l s o an o b j e c t i v e . 

The E l l e n b u r g e r i s j u s t t h e d e e p e s t o b j e c t i v e t h a t 
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we're d r i l l i n g t o . I t ' s a l o t e a s i e r t o map t h e 

Fusselman w i t h s e i s m i c d a t a as t h e d a t a , and 

b a s i c a l l y what we're h o p i n g i s t h a t we have o u r 

Fusselman s t r u c t u r e h e r e , and t h a t i s t o d r i l l t h e 

Fusselman; t h a t ' s t h e p o t e n t i a l r e s e r v o i r . And t h e n 

we're h o p i n g n o t t o f u m b l e on t h e way down t o t h e 

E l l e n b u r g e r i s b a s i c a l l y what i t amounts t o . 

Q. I show a number o f p l u g g e d and abandoned 

w e l l s i n t h e same s e c t i o n o r a r o u n d t h e a r e a . I'm 

assum i n g t h o s e a r e p l u g g e d and abandoned w e l l s ? 

A. Yes. 

Q. Were t h o s e a l s o s h a l l o w o r t o o s h a l l o w t o 

have p e n e t r a t e d t h i s d e p t h ? 

A. Yes. 

Q. To be used f o r any g e o l o g i c a l p u r p o s e s ? 

A. Yes. B a s i c a l l y , t h e f i e l d , t h e n e a r e s t 

f i e l d o f E l l e n b u r g e r w e l l s i s t h e Teague F i e l d , w h i c h 

i s t o t h e w e s t a p p r o x i m a t e l y t h r e e q u a r t e r s o f a 

m i l e . On E x h i b i t 7, t h e y w o u l d be t h e s e w e l l s t h a t 

a r e w e s t o f t h e F a u l t A on our s t r u c t u r e map. 

T h i s s t r u c t u r e o v e r t o t h e w e s t i s h i g h e r , 

and you have a f i e l d t h a t c o n s i s t s o f t e n w e l l s o v e r 

t h e r e i n t h e Teague F i e l d i n t h e E l l e n b u r g e r . And 

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

be a p p r o x i m a t e l y 1,300 f e e t l o w e r t h a n t h a t f i e l d b u t 
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on a s t r u c t u r a l h i g h . 

Q. Due t o t h e f a u l t i n g i n w h i c h y o u ' r e 

showing? 

A. Yes. I n o t h e r w o r d s , t h i s F a u l t A i s 

u p t h r o w n t o t h e west and downthrown t o t h e e a s t . 

EXAMINER STOGNER: I have a q u e s t i o n f o r 

you , Mr. S m i t h . As f a r as t h e u n o r t h o d o x p o r t i o n o f 

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

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

e x p l o r a t i o n u n i t t o t h e s o u t h i s p a r t o f t h e same 

l e a s e ? 

MR. SMITH: Yes, i t i s , i d e n t i c a l m i n e r a l 

o w n e r s h i p . 

EXAMINER STOGNER: Now, t h e l e a s e t o t h e 

west i s s t i l l owned by Samedan o r c o n t r o l l e d by 

Samedan? 

MR. SMITH: Yes, i t i s . I t ' s a s e p a r a t e 

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

w e s t w a r d d i r e c t i o n . 

EXAMINER STOGNER: I show t h a t on y o u r 

E x h i b i t No. 1. T h a t ' s a l s o a f e d e r a l l e a s e ; i s t h a t 

c o r r e c t ? 

MR. SMITH: T h a t i 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 ? 
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MR. CARR: No, s i r . 

EXAMINER STOGNER: He may be e x c u s e d . 

MR. CARR: T h a t ' s a l l we have i n t h i s 

c a s e , Mr. S t o g n e r . 

EXAMINER STOGNER: Does anybody e l s e have 

a n y t h i n g f u r t h e r i n Case 10949? Then t h i s case w i l l 

be t a k e n u n d e r a d v i s e m e n t . 

I do hereby ce -lit ' that the foregoing is 
c comrleie recoro of the proceedings in 
the txaminer hearin#6f Case No. 
heard by m ^ o p _ ^ ^ ^ _ _ _ . 

onservation Division 
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