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EXAMINER CATANACH: A t t h i s t i m e w e ' l l c a l l 

Case No. 10049 . 

MR. STOVALL: A p p l i c a t i o n of Santa Fe 

Energy O p e r a t i n g P a r t n e r s , LP, f o r compulsory p o o l i n g , 

Eddy County, New Mexico. 

EXAMINER CATANACH: Are t h e r e appearances 

i n t h i s case? 

MR. BRUCE: Mr. Examiner, my name i s Jim 

Bruce from the H i n k l e Law Firm i n Albuquerque, 

r e p r e s e n t i n g the A p p l i c a n t . I have two witnesses t o 

be sworn. 

EXAMINER CATANACH: Any ot h e r appearances? 

MR. CARROLL: Ernest C a r r o l l of Losee, 

Carson, Haas & C a r r o l l , of A r t e s i a , New Mexico, 

appearing on b e h a l f of Yates Petroleum. 

MR. STOVALL: Mr. C a r r o l l and Mr. Bruce, at 

t h i s time I would l i k e t o advise you of something. We 

have, c o n t r a r y t o what we n o r m a l l y do, put what's 

c a l l e d an opposed case ahead of unopposed cases i n an 

accommodation f o r w i t n e s s e s who have got a plane 

f l i g h t . 

I would advise you t h a t t h i s i s not going 

t o be p r a c t i c e , and i f your w i t n e s s e s expect t o be a t 

a h e a r i n g , they know how we r u n , we run a t r a i l i n g 

d o c k e t , t h e y should p l a n t o spend the day here and not 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

5 

make 1:15 plane r e s e r v a t i o n s t o get back. I f they 

can't get back t h a t day, make r e s e r v a t i o n s f o r the 

next day. I t w i l l not happen a g a i n , whichever guy 

we're t a l k i n g t o . 

MR. CARROLL: I hope you weren't t a l k i n g t o 

me, because we d i d not have t h a t problem. 

MR. BRUCE: I would p o i n t out f o r the 

D i v i s i o n t h a t I was unaware of any o p p o s i t i o n i n t h i s 

case u n t i l t h i s morning. 

MR. STOVALL: I'm j u s t s a y i n g t h i s 

p r i m a r i l y f o r your w i t n e s s e s , Mr. Bruce, so they 

u n d e r s t a n d . I t ' s a t r a i l i n g d o c k e t . That's the 

na t u r e of a t r a i l i n g d o c k e t . Leaving a t noon i s 

tough. I t doesn't work v e r y o f t e n . W e ' l l go ahead 

and do i t t h i s t i m e . 

EXAMINER CATANACH: You may proceed, Mr. 

Bruce . 

MR. BRUCE: Could I get my witnesses sworn 

in? 

EXAMINER CATANACH: Yes. W i l l the 

witnesses please stand t o be sworn i n ? 

(Thereupon, the witnesses were sworn.) 

GARY GREEN 

the w i t n e s s h e r e i n , a f t e r h a ving 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 : 
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EXAMINATION 

BY MR. BRUCE : 

Q. Would you please s t a t e your name and c i t y 

of residence? 

A. My name i s Gary Green. I l i v e i n M i d l a n d , 

Texas. 

Q. Who do you work f o r and i n what c a p a c i t y ? 

A. I work f o r Santa Fe Energy O p e r a t i n g 

P a r t n e r s , LP, and I'm a landman. 

Q. Have you p r e v i o u s l y t e s t i f i e d as a landman 

b e f o r e the D i v i s i o n ? 

A. Yes, I have . 

Q. And are you f a m i l i a r w i t h the land 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 s the w i t n e s s 

acceptable? 

EXAMINER CATANACH: He i s . 

Q. Mr. Green, would 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 ord 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 from the t o p of the Bone S p r i n g Formation t o 

the base of the Morrow Formation u n d e r l y i n g the south 

h a l f of S e c t i o n 4, Township 23 South, Range 31 East, 

Eddy County, New Mexico, f o r a l l p o o l s or f o r m a t i o n s . 
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The south h a l f would be d e d i c a t e d t o a l l 

p o o l s or f o r m a t i o n s spaced on 320 a c r e s . The 

southwest q u a r t e r w i l l be d e d i c a t e d f o r a l l p o o l s and 

f o r m a t i o n s spaced on 160 ac r e s , and the southeast 

q u a r t e r of the southwest q u a r t e r would be d e d i c a t e d 

f o r a l l p o o l s and f o r m a t i o n s spaced on 40 ac r e s . 

The u n i t w i l l be d e d i c a t e d t o Santa Fe's 

PG Fed e r a l #1 w e l l t o be l o c a t e d at a stan d a r d 

l o c a t i o n . Santa Fe requests c o n s i d e r a t i o n i n the co s t 

of d r i l l i n g and c o m p l e t i n g the w e l l . A l l o c a t i o n of 

these c o s t s and a p p r o v a l of a c t u a l o p e r a t i n g c o s t s and 

charges f o r s u p e r v i s i o n . Santa Fe a l s o seeks t h a t i t 

be d e s i g n a t e d o p e r a t o r of the w e l l , and t h a t a charge 

f o r the r i s k i n v o l v e d i n the d r i l l i n g of the w e l l be 

assessed . 

Q. Mr. Green, seeking f o r c e p o o l i n g from the 

to p of the Bone S p r i n g t o the base of the Morrow i s 

d i f f e r e n t from the a p p l i c a t i o n . Could you di s c u s s 

t h a t and the l o c a t i o n of the w e l l b r i e f l y ? 

A. We were advised because of potash problems 

on Tuesday t h a t t h i s w e l l would have t o be d r i l l e d 

d i r e c t i o n a l l y and the s u r f a c e l o c a t i o n w i l l have t o be 

l o c a t e d i n S e c t i o n 9. The a c t u a l hole w i l l not get 

over i n t o S e c t i o n 4 u n t i l we've reached a p p r o x i m a t e l y 

6,000, 8,000 f e e t . 
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Q. And do you seek a p p r o v a l of the f o r c e 

p o o l i n g and w i l l you then s u b s e q u e n t l y seek a p p r o v a l 

from the D i v i s i o n on t h e d i r e c t i o n a l d r i l l i n g ? 

A. Yes, we w i l l . 

Q. Would you please r e f e r t o E x h i b i t No. 1 and 

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. 1 i s a land p l a t l o c a t e d 

Township 23 South, 31 East, Eddy County, New Mexico. 

It shows the south half of Section 4 as a spacing 

unit. The acreage colored in yellow is where Santa Fe \ 
i 

owns l e a s e h o l d a c r e s . 

Q. Who i s the p a r t y you seek t o f o r c e pool? 
| 

A. Yates Petroleum C o r p o r a t i o n . ! 
i 

Q. Would you please d e s c r i b e your e f f o r t s t o j 
i 

get Yates t o j o i n i n t h i s w e l l ? and I r e f e r you t o j 
E x h i b i t No. 2. j 

i 

A. E x h i b i t No. 2 i s a l e t t e r dated J u l y 2, j 

1990, addressed t o Ms. Kathy P o r t e r w i t h Yates I 
i 

Petroleum Corporation, proposing a well and asking \ 
i 

Yates t o j o i n Santa Fe i n the d r i l l i n g of t h i s w e l l or j 

farm out i t s i n t e r e s t s . 

Santa Fe a l s o proposed t o review a l l i t s 

g e o l o g i c a l data w i t h Yates s u b j e c t t o them t o make an 

agreement t o e i t h e r farm out and j o i n us i n the 

d r i l l i n g of the w e l l . 
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Q. How d i d Santa Fe and Yates come about t o 

own t h i s acreage? 

A. About a year and a h a l f ago, Santa Fe 

proposed a w e l l t o Yates and t r i e d t o form an AMI w i t h 

Yates, pr e s e n t e d g e o l o g i c a l m a t e r i a l f o r the d r i l l i n g 

of the w e l l i n S e c t i o n 17. We n e g o t i a t e d f o r about 

t h r e e months. Du r i n g these n e g o t i a t i o n s Yates and 

Santa Fe j o i n t l y a c q u i r e d the acreage c o l o r e d i n 

y e l l o w i n S e c t i o n 3, S e c t i o n 4 and S e c t i o n 5. 

Q. So t h e r e has been a h i s t o r y on t h i s 

p r o p e r t y going back a p p r o x i m a t e l y a year? 

A. Year t o year and a h a l f , yes. 

Q. Would you please r e f e r t o E x h i b i t No. 3 and 

di s c u s s the c o s t s of the proposed w e l l ? 

A. E x h i b i t No. 3 i s an i n t e r n a l w e l l cost 

e s t i m a t e f o r the d r i l l i n g of a 14,850-foot Morrow 

w e l l . A d r y hole cost of $1,419,626; completed w e l l 

c o s t of $1,726,536. 

Q. Does t h i s cost about 30-percent h i g h e r than 

the o r i g i n a l p r o p o s a l made t o Yates? 

A. Yes, i t i s , because of the d i r e c t i o n a l 

d r i l l i n g . 

Q. I n your o p i n i o n , i s t h i s proposed w e l l cost 

i n l i n e w i t h those n o r m a l l y encountered t o d r i l l i n g 

w e l l s t o t h i s depth i n Eddy County? 

CUMBRE COURT REPORTING 
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A. Yes, i t i s . 

Q. Do you have an amount which you recommend 

should be p a i d t o Santa Fe 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 charges? 

A. Yes. I t ' s my recommendation t h a t Santa Fe 

r e c e i v e $5,000 per month f o r a d r i l l i n g w e l l and $500 

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

Q. Are these the amounts n o r m a l l y charged by 

Santa Fe and o t h e r o p e r a t o r s i n t h i s area of the 

s t a t e ? 

A. Yes, the y a r e . 

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

i f i t goes nonconsent? 

A. Santa Fe recommends cost p l u s 200 p e r c e n t . 

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

by Santa Fe i n t h i s p a r t of the c o u n t r y ? 

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

Q. Was Yates n o t i f i e d of t h i s h e a r i n g ? 

A. Yes, t h e y were. 

Q. I s t h a t l e t t e r and c e r t i f i e d r e t u r n r e c e i p t 

marked E x h i b i t 4? 

A. I t ' s marked E x h i b i t 4, dated J u l y 3 0 t h , 

along w i t h a copy of the a p p l i c a t i o n , along w i t h 

c e r t i f i e d r e t u r n r e c e i p t s . 

Q. Were E x h i b i t s 1 t h r o u g h 4 prepared by you 

CUMBRE COURT REPORTING 
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or compiled from company records? 

A . Yes, t h e y were. 

Q . I n your o p i n i o n w i l l the g r a n t i n g of t h i s 

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

p r e v e n t i o n of waste and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. Yes, i t w i l l . 

MR. BRUCE: Mr. Examiner, I move the 

admission of E x h i b i t s 1 t h r o u g h 4. 

EXAMINER CATANACH: E x h i b i t s 1 th r o u g h 4 

w i l l be a d m i t t e d as evidence. 

Mr. C a r r o l l , any q u e s t i o n s ? 

MR. CARROLL: Yes, I do. Mr. Examiner. 

EXAMINATION 

BY MR. CARROLL: 

Q. Mr. Green, the p a r t i c u l a r lease which i s 

owned j o i n t l y by Santa Fe and Yates Petroleum, t h i s 

o r i g i n a l lease was bought by Yates and then Santa Fe 

was assigned a 50-percent i n t e r e s t , i s n ' t t h a t 

c o r r e c t ? 

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

Q. Thi s p a r t i c u l a r lease has no c l o s e r 

e x p i r a t i o n d a t e , does i t ? 

A. No, i t does n o t . The lease i s 

a p p r o x i m a t e l y one year o l d and t h e r e ' s p r o b a b l y 
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another f o u r years remaining on the l e a s e . 

Q. A l l r i g h t . Are t h e r e any oth e r 

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

the next month or two? 

A. We pla n t o d r i l l the w e l l as o f , j u s t under 

o p e r a t i o n s , t h a t Yates knows t h a t Santa Fe has d r i l l e d 

two w e l l s out here. I t ' s an area t h a t we are 

c u r r e n t l y d e v e l o p i n g . 

Q. Yates i s a l s o d e v e l o p i n g w e l l s i n t h i s same 

area, are th e y not? 

A. Yes. Yates i s c u r r e n t l y d r i l l i n g a w e l l i n 

Sect i o n 16 . 

Q. Now, you made the statement t h a t you had 

proposed t o share g e o l o g i c a l i n f o r m a t i o n w i t h Yates, 

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

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

Q. I n f a c t , Santa Fe j u s t d r i l l e d a w e l l i n 

Se c t i o n 8, i s t h a t c o r r e c t ? 

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

Q. And th e y have r e f u s e d t o share g e o l o g i c a l 

i n f o r m a t i o n w i t h Yates on t h a t w e l l ? 

A. On t h a t p a r t i c u l a r w e l l we propose t o show 

a l l our g e o l o g i c a l i n f o r m a t i o n s u b j e c t t o Yates 

agreeing t o j o i n us i n the d r i l l i n g of the w e l l or 

fa r m i n g out t o us . 
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Q. I see. Yates i s al s o d r i l l i n g a w e l l up i n 

the n o r t h w e s t corner of S e c t i o n 16? The l o c a t i o n i s 

marked on your E x h i b i t 1 , i s i t not? 

A. Yes, i t i s . 

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

n o t , Mr. Green? 

A. I do not know. 

Q. Mr. Green, the communications t h a t you have 

had w i t h Yates Petroleum, as f a r as w r i t t e n 

communications, the o n l y such communication i s E x h i b i t 

2, i s t h a t c o r r e c t ? 

A. Yes, t h a t was our o r i g i n a l p r o p o s a l . I 

have made a number of telephone c a l l s and had a number 

of c o n v e r s a t i o n s . 

Q. Those telephone c o n v e r s a t i o n s have been 

w i t h one Ms. Kathy P o r t e r , i s t h a t c o r r e c t ? 

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

Q. Ms. P o r t e r n o t i f i e d you t h a t Mr. Mike Burch 

was the landman t h a t was h a n d l i n g t h i s p a r t i c u l a r 

p r o j e c t , d i d she not? 

A. Not to my r e c o l l e c t i o n . She may have. 

Q. And you have had no communications 

whatsoever w i t h Mr. Burch, i s t h a t c o r r e c t ? 

A. No, t h a t ' s not c o r r e c t . I t a l k e d t o Mr. 

Burch y e s t e r d a y morning. 
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Q. And t h a t was the f i r s t time you n o t i f i e d 

Yates Petroleum t h a t you were having t r o u b l e g e t t i n g a 

l o c a t i o n because of t h i s potash e n c l a v e , i s t h a t 

c o r r e c t ? 

A. That i s c o r r e c t . Santa Fe d i d not know the 

potash problems u n t i l F r i d a y . 

Q. And the AFE t h a t you have presented t o t h i s 

Commission, E x h i b i t No. 3, t h a t AFE was o n l y f i n a l l y 

approved y e s t e r d a y by your p e r s o n n e l , i s t h a t c o r r e c t ? 

A. That i s c o r r e c t . 

Q. This AFE has never been s u b m i t t e d t o Yates? 

A. No, i t has not . 

Q. I n f a c t , the f i r s t time t h a t Yates l e a r n e d 

about the p o s s i b i l i t y of doing a d e v i a t e d h o l e , or the 

n e c e s s i t y , was y e s t e r d a y , when you had your 

c o n v e r s a t i o n w i t h Mr. Burch? 

A. That i s c o r r e c t . 

Q. Now, i s n ' t i t a l s o t r u e t h a t Ms. P o r t e r has 

i n d i c a t e d t o you t h a t Yates Petroleum would l i k e t o 

j o i n w i t h you i n the d r i l l i n g of t h i s w e l l , but they 

wanted t o w a i t u n t i l the l o g g i n g was t h r o u g h on t h e i r 

w e l l t h a t was being d r i l l e d i n the n o r t h w e s t c o r n e r of 

Se c t i o n 16? 

A. No. 

Q. That i n f o r m a t i o n or request has never been 
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passed t o you? 

A . No . 

Q. I s n ' t i t a l s o t r u e t h a t Yates has made the 

o f f e r t h a t t h e y would l i k e t o s i t down and have a 

meeting wherein a l l g e o l o g i c a l i n f o r m a t i o n was shared 

w i t h Santa Fe, and t h a t they would agree t o — b e f o r e 

t h a t meeting happened, t h a t t h e y would agree t o 

s p e c i f i c terms of the t r a d e , e i t h e r the j o i n i n g or the 

farmout? Are you aware of t h a t ? 

A. I was aware of t h a t y e s t e r d a y morning. Up 

u n t i l t h e n , no, I was not aware of t h a t . The proposed 

terms i n those t a l k s y e s t e r d a y morning would be and 

are unacceptable t o Santa Fe. 

Q. W e l l , Mr. Green, what had been your e f f o r t s 

t o t r y t o work out a c c e p t a b l e terms w i t h Yates 

Petroleum, other than c a l l i n g and f i l i n g f o r t h i s 

h e a r i n g f o r f o r c e d p o o l i n g ? 

A. The i n i t i a l w e l l p r o p o s a l , I o f f e r e d t o 

show a l l g e o l o g i c a l i n f o r m a t i o n t h a t we had, s u b j e c t 

t o Yates a g r e e i n g t o doing something. 

Q. A l l r i g h t . And the o n l y t h i n g i s t h a t i s 

agreeable i s what you proposed i n your l e t t e r of J u l y 

30th? 

A. At t h i s t i m e , yes. Those terms are very 

r e a s o n a b l e , v e r y a c c e p t a b l e i n t h a t area t h a t we 
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propose. We have g i v e n those terms and we have 

accepted those terms i n the d r i l l i n g of the w e l l s i n 

Sect i o n 17 . 

Q. But what you're t e l l i n g us thou g h , Mr. 

Green, i s t h a t those terms were n o n n e g o t i a b l e from the 

time t h e y were issu e d by Santa Fe t o Yates? 

A. Not n e c e s s a r i l y . We never r e c e i v e d a 

counter from Yates u n t i l y e s t e r d a y morning. We had 

h a r d l y even seen acknowledgment of our l e t t e r , our 

o r i g i n a l p r o p o s a l . 

Q. The c o n v e r s a t i o n s t h a t you had w i t h Ms. 

Po r t e r when you dis c u s s e d t h i s p a r t i c u l a r p r o j e c t were 

always i n c o n j u n c t i o n w i t h the d i s c u s s i o n of t he 

Dagger Draw p r o j e c t a l s o , were they not? 

A. That i s c o r r e c t . 

Q. You were aware t h a t g e o l o g i s t s from Yates 

Petroleum and g e o l o g i s t s from Santa Fe Petroleum d i d 

meet and t r y t o work out the exchange of g e o l o g i c a l 

data on the w e l l s t h a t were d r i l l e d i n S e c t i o n 16 and 

your w e l l t h a t was d r i l l e d i n S e c t i o n 8? 

A. I'm aware t h a t t h e r e were c o n v e r s a t i o n s . I 

d i d not know t h a t t h e y met. 

Q. And these c o n v e r s a t i o n s broke down, d i d 

th e y not? 

A. I b e l i e v e so. I was not i n v o l v e d i n those 
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c o n v e r s a t i o n s or n e g o t i a t i o n s . 

Q. Mr. Green, why i s i t necessary t h a t the 

commission approve t h i s a p p l i c a t i o n at t h i s time 

p e r i o d ? 

A. Santa Fe proposes t o d r i l l a w e l l . We 

would l i k e t o d r i l l a w e l l , we would l i k e t o get on 

w i t h our bu s i n e s s ; we have t h i s w e l l i n our budget. 

I t ' s a w e l l we want t o d r i l l t h i s y e ar, we've d r i l l e d 

two other w e l l s i n the area. I t ' s j u s t normal 

development procedure. 

Q. And Yates i s also doing normal development 

r i g h t now, i s t h a t c o r r e c t , i n t h a t same area? 

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

Q. Can you t e l l me what p r e j u d i c e w i l l occur 

t o Santa Fe i f t h i s Commission o r d e r s t h a t an order be 

stayed f o r a couple of months f o r the r e p r e s e n t a t i v e s 

of Yates Petroleum and Santa Fe t o get t o g e t h e r and 

t r y t o work o u t , and even g i v e time or a l l o w time f o r 

Yates Petroleum t o examine t h i s AFE which was seen f o r 

the f i r s t time a few minutes ago? 

A. I see t h a t i t d i s r u p t s our p a t t e r n of 

development. I've t o l d Yates t h a t we would c o n t i n u e 

t o n e g o t i a t e w i t h them. My past experience has been 

t h a t t h i n g s are not n e g o t i a t e d t h a t q u i c k l y ; d e c i s i o n s 

are not made t h a t q u i c k l y from Yates on t h i s d e a l . 
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P r e v i o u s l y we n e g o t i a t e d f o r t h r e e months 

t o d r i l l a w e l l i n 17. That f i n a l l y broke down a f t e r 

t h r e e months' n e g o t i a t i o n . 

Q. B a s i c a l l y what you're t e l l i n g me, the 

reason t h a t Santa Fe i s p u r s u i n g t h i s p a r t i c u l a r 

a p p l i c a t i o n at t h i s time i s t o gai n l e v e r a g e a g a i n s t 

Yates i n your n e g o t i a t i o n s w i t h them on some s o r t of 

deal w i t h them on whether or not they would j o i n or 

farm out? 

A. No, i t i s n o t . I t ' s t o get i n a p o s i t i o n 

t o d r i l l a w e l l t h a t Santa Fe has budgeted and planned 

be d r i l l e d t h i s year. 

Q. Santa Fe a l s o c o n t r o l s the acreage on which 

you propose now t o a c t u a l l y l o c a t e , as f a r as s u r f a c e 

l o c a t ion? 

A. That i s c o r r e c t . 

Q. I n f a c t , Santa Fe c o n t r o l s S e c t i o n 15, 

Se c t i o n 16, i s t h a t c o r r e c t ? 

A. That i s not c o r r e c t . 

Q. Excuse me. I was l o o k i n g at the wrong 

numbers. Santa Fe c o n t r o l s most of the west h a l f of 

Se c t i o n 10, a l l of S e c t i o n 9, and the east h a l f of 

Se c t i o n 8? 

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

Q. Have you proposed any w e l l s or l o c a t i o n s 
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f o r those p a r t i c u l a r s e c t i o n s ? 

A. Santa Fe has d r i l l e d a w e l l i n S e c t i o n 8. 

Santa Fe proposes t o d r i l l a w e l l i n S e c t i o n 9, e i t h e r 

the l a t t e r p a r t of t h i s year or the f i r s t p a r t of next 

year. 

Q. I s t h e r e a s p e c i f i c reason why the w e l l i n 

Sec t i o n 9 must be d r i l l e d a f t e r the w e l l i n S e c t i o n 4? 

A. I t h i n k y o u ' l l need t o address your 

q u e s t i o n t o the g e o l o g i s t . I don't make those 

dec i s i o n s . 

Q. At t h i s p a r t i c u l a r t i me you do not have an 

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

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

A. That i s c o r r e c t . We're c o r r e c t l y 

n e g o t i a t i n g w i t h IMC, the potash lessee on t h i s 

acreage, f o r a l o c a t i o n . 

Q. Which would have t o be, i n t u r n , approved 

by the BLM, and t h a t ' s where the problem has oc c u r r e d 

because i t ' s i n the enclave? 

A. That i s c o r r e c t . 

Q. The enclave area does extend down i n t o 

S e c t i o n 9, does i t not? 

A . I t does . 

MR. CARROLL: Pass the w i t n e s s . 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Green, what would the r e s p e c t i v e 

i n t e r e s t s i n t h i s u n i t be comprised of? 

A. Yates Petroleum, 50 p e r c e n t , Santa Fe 

Energy and i t s p a r t n e r s , 50 p e r c e n t . 

Q. I n any of the proposed spacing u n i t s ? 

A. I n any of the proposed spacing u n i t s i n 

Sect io n s 3 , 4 , 5 . 

Q. Did you say t h a t the w e l l w i l l have t o be 

d r i l l e d from S e c t i o n 9? 

A. Yes, s i r . We have discussed t h i s w i t h the 

BLM and a p p a r e n t l y t a l k e d t o the potash people. We 

have a t e n t a t i v e l o c a t i o n f o r t h a t w e l l , f o r t h e 

su r f a c e l o c a t i o n t o be 1980 from the west l i n e and 900 

f e e t from the n o r t h l i n e of S e c t i o n 9. 

Q. Can you say t h a t again? 

A. The s u r f a c e l o c a t i o n , t e n t a t i v e s u r f a c e 

l o c a t i o n would be 1980 f e e t from the west l i n e and 900 

f e e t from the n o r t h l i n e of S e c t i o n 9. 

Q. You t e s t i f i e d t h a t Santa Fe has reached an 

agreement w i t h o t her o p e r a t o r s i n t h i s a r e a — 

A. Yes. 

Q. - - w i t h these same terms? 

A. Yes. 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

21 

Q. You've t e s t i f i e d t o t h a t ? 

A. Yes. 

EXAMINATION 

BY MR. STOVALL: 

Q. Let me c l a r i f y t h a t . You're saying Santa 

Fe and p a r t n e r s own 50 pe r c e n t ? 

A. Yes. Santa Fe — 

Q. Those p a r t n e r s were the ones you were 

r e f e r r i n g t o i n your response t o the l a s t q u e s t i o n ? 

A. No. I'm r e f e r r i n g t o o p e r a t o r s and owners 

i n the n o r t h h a l f of Se c t i o n 17, where we d r i l l e d our 

f i r s t w e l l or our w e l l about a year and a h a l f ago. 

Q. The terms t h a t you agreed t o , are they 

farmout terms such as were o f f e r e d t o you? 

A. Yes . 

Q. So you've farmed i n the acreage i n S e c t i o n 

17 under t h i s — 

A. Yes. Part of i t we've farmed i n and p a r t 

of i t we owned. Part of i t we've farmed i n under 

those terms . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Now, t h i s i s the o n l y w r i t t e n 

correspondence you've had w i t h Y ates, E x h i b i t No. 2? 

A. Yes. 
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Q. Besides the n o t i c e of the hearing? 

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

Q. But you have t a l k e d t o them? 

A. On the phone a number of t i m e s . We 

c u r r e n t l y are p a r t n e r s w i t h Yates i n o t h e r areas and 

we have d i s c u s s i o n s or t a l k s q u i t e f r e q u e n t l y , once or 

t w i c e a week. 

EXAMINER CATANACH: I have no f u r t h e r 

q u e s t i o n s . 

MR. STOVALL: Just a couple of quick ones. 

EXAMINATION 

BY MR. STOVALL: 

Q. The acreage which i s the s u b j e c t of 

i n t e r e s t here was o r i g i n a l l y a c q u i r e d by Santa Fe from 

Yates, i s t h a t c o r r e c t ? 

A. That i s c o r r e c t . Yates purchased t h e 

acreage as d i d Santa Fe purchase 50 pe r c e n t i n t e r e s t . 

Q. You purchased 50 p e r c e n t r a t h e r than 

a c q u i r i n g i t by farmout or a n y t h i n g ? 

A. R i g h t . 

Q. Do you happen t o know i f t h e r e are any 

potash maps f i l e d i n accordance w i t h Rule R - l l l ? Are 

you w i t h i n t h a t LMR area, i n o t h e r words? Do you 

know? 

A. I don't know. 
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MR. BRUCE: Mr. S t o v a l l , a r e n ' t those maps 

w i t h h e l d from o p e r a t o r s , though? 

EXAMINER CATANACH: I b e l i e v e they a r e . 

MR. STOVALL: Yeah, t h e y may be. I j u s t 

wanted t o know i f he knew t h a t . 

MR. BRUCE: The o n l y way t o f i n d o u t , I 

b e l i e v e , i s by making a c a l l t o the BLM. You can't 

look a t the maps themselves. 

MR. STOVALL: A l l r i g h t . No f u r t h e r 

q u e s t i o n s . 

EXAMINER CATANACH: The wi t n e s s may be 

excused . 

MR. BRUCE: I would c a l l Mr. S e i l e r t o the 

stand . 

ROBERT C. SEILER 

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

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 please s t a t e your name f o r t h e 

rec o r d . 

A. My name i s Robert C. S e i l e r . I r e s i d e i n 

Midland , Texas . 

Q. What i s your o c c u p a t i o n and who are you 

employed by? 
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A. I'm a g e o l o g i s t w i t h Santa Fe Energy 

O p e r a t i n g P a r t n e r s , LP. 

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

OCD as a g e o l o g i s t ? 

A. Yes , I have . 

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

m a t t e r s i n v o l v e d i n Case 10049? 

A. I am. 

MR. BRUCE: Mr. Examiner, i s the w i t n e s s 

acceptable? 

EXAMINER CATANACH: He i s . 

Q. Mr. S e i l e r , would you please r e f e r t o 

E x h i b i t No. 5 and di s c u s s i t s c o n t e n t s ? 

A. E x h i b i t No. 5 i s what we c a l l a p r o d u c t i o n 

map or data map f o r the immediate area s u r r o u n d i n g the 

spacing u n i t i n q u e s t i o n . 

Shown on i t are the v a r i o u s p r o d u c i n g w e l l s 

c o l o r coded as t o the h o r i z o n t h a t they produce from. 

A d d i t i o n a l l y , the data on the map i n d i c a t e s the date 

of f i r s t p r o d u c t i o n and the c u m u l a t i v e p r o d u c t i o n 

t h r o u g h 4/1/90 . 

Q. What are the p r i m a r y t a r g e t zones i n the 

proposed w e l l ? 

A. I n the proposed w e l l i n S e c t i o n 4, our 

pr i m a r y zones w i l l be i n the Atoka w i t h back up i n the 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

25 

Morrow. 

Q. Would you please now r e f e r t o E x h i b i t No. 6 

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

A. E x h i b i t No. 6 i s a type l o g . The l o c a t i o n 

of t h i s w e l l i s i d e n t i f i e d on the p l a t s shown i n the 

n o r t h h a l f of S e c t i o n 17. I t i s a p o r t i o n of the l o g , 

a d e n s i t y n e u t r o n l o g , from our Pure Gold C-17 No. 2 

w e l l . 

The l o g has i d e n t i f i e d on i t the v a r i o u s 

s t r a t i g r a p h i c h o r i z o n s from the Strawn t o t o t a l depth 

shown on i t . Also are the zones t h a t were t e s t e d 

d u r i n g the d r i l l i n g of t h i s w e l l , and then 

s u b s e q u e n t l y , a f t e r r u n n i n g p i p e , the zone t h a t was 

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

A d d i t i o n a l l y , I should p o i n t out the t o p of 

the lower Morrow i s i d e n t i f i e d on t h i s l o g and w e ' l l 

have a s t r u c t u r e map on the next e x h i b i t . That's the 

h o r i z o n t h a t was used. 

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

when i t was completed? 

A. Th i s w e l l flowed a t r a t e s i n excess of 10 

m i l l i o n a day from the Atoka bank d u r i n g the 

f o u r - p o i n t t e s t , and had a c a l c u l a t e d open f l o w of 254 

m i l l i o n a day. 

Q. Would you please d i s c u s s the s t r u c t u r e and 
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move on t o E x h i b i t No. 7? 

A. E x h i b i t 7, as I mentioned p r e v i o u s l y , i s a 

map drawn on the s t r u c t u r a l h o r i z o n c a l l e d the Top 

Lower Morrow on the type l o g . 

The s t r u c t u r e as shown, shows b a s i c a l l y a 

d i p t o t h e southeast w i t h a f a u l t r u n n i n g along the 

western margin. T h i s f a u l t was p a r t i a l l y pinned down 

by seismic data and work by Mr. E c k e r t y , and I've 

subsequently checked i t w i t h subsurface c o n t r o l . 

Q. Now, would you please r e f e r t o E x h i b i t s 8 

and 9 and dis c u s s the p r i m a r i l y t a r g e t zones? 

A. E x h i b i t 8 i s a isopach map of the Atoka 

bank, the Atoka l i m e s t o n e bank. I t ' s c o n s t r u c t e d 

u s i n g the net cle a n gamma ray g r e a t e r than 50 API 

u n i t s . I t shows i n the proposed l o c a t i o n we expect 

g r e a t e r than 40 f e e t of net cl e a n l i m e s t o n e . 

A d d i t i o n a l l y shown i s the producers from 

the bank by the p u r p l e c o l o r i n g , and you can see t h a t 

the w e l l i n S e c t i o n 17 have 42 f e e t of net bank. 

Q. And E x h i b i t 9? 

A. E x h i b i t 9 i s a sand isopach of the sand 

t h a t ' s i d e n t i f i e d as Atoka 'pure g o l d ' sand. That 

sand i s i d e n t i f i e d on the typed l o g at a l e v e l of 

a p p r o x i m a t e l y 13,860 f e e t . We e n v i s i o n t h i s sand as 

being a n o r t h e a s t / s o u t h w e s t t r e n d i n g bar sand. 
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We have encountered t h i c k n e s s e s up t o 35 

f e e t , and we have two producers i n t h i s zone at the 

moment, the w e l l i n the south h a l f of 17 and the w e l l 

i n S e c t i o n 20, both p r o d u c i n g from t h i s 'pure g o l d ' 

sand . 

Q. I s the proposed w e l l i n Se c t i o n 4 a l o g i c a l 

step out from Santa Fe's w e l l s i n S e c t i o n 17 and 

Se c t i o n 8? 

A. Yes, I would say i t ' s on the n o r t h e a s t 

t r e n d . 

Q. I n your o p i n i o n , what p e n a l t y should be 

assessed a g a i n s t the nonconsenting i n t e r e s t owners i n 

t h i s w e l l ? 

A. There's r i s k i n v o l v e d i n a l l of these and I 

would say the 200 p e r c e n t p l u s cost i s w a r r a n t e d . 

Q. There are no w e l l s i n e f f e c t t o the east or 

n o r t h of the proposed w e l l , i s t h e r e , i n the Morrow or 

Atoka? 

A. Not i n t h e Atoka s t a n d , no, s i r ; not i n the 

immediate area of the bank, e i t h e r . 

Q. I n your o p i n i o n , i s the g r a n t i n g of t h i s 

a p p l i c a t i o n i n the i n t e r e s t of c o n s e r v a t i o n and the 

p r e v e n t i o n of waste? 

A. Yes, i t i s . 

Q. Were E x h i b i t s 5 t h r o u g h 9 prepared by you 
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or understand your d i r e c t i o n ? 

A. Yes, they were. 

MR. BRUCE: Mr. Examiner, I move the 

admission of E x h i b i t s 5 th r o u g h 9. 

EXAMINER CATANACH: E x h i b i t s 5 th r o u g h 9 

w i l l be a d m i t t e d as evidence. 

Mr. C a r r o l l ? 

EXAMINATION 

BY MR. CARROLL: 

Q. Mr. S e i l e r , i n l o o k i n g at your E x h i b i t No. 

9, the isopach of t h i s 'pure g o l d 1 sand, you show t h a t 

i t a l s o u n d e r l i e s S e c t i o n 9, do you not? 

A. Yes , s i r . 

Q. I n f a c t , more of the t h i c k e r area of t h a t 

sand a c t u a l l y u n d e r l i e s S e c t i o n 9 than i t does S e c t i o n 

4? 

A. That i s how i t ' s drawn, yes. The c o n t r o l 

t o the n o r t h e a s t i s n o n e x i s t e n t , and t h a t ' s j u s t my 

p r o j e c t i o n of where I t h i n k i t ' s going t o go. 

Q. When you s a i d t h a t t h i s proposed w e l l would 

be a l o g i c a l step o u t , wouldn't i t be a more l o g i c a l 

step out t o d r i l l a w e l l i n S e c t i o n 9 based on the 

i n f o r m a t i o n t h a t you have? 

A. I would p r e t t y much c o n s i d e r them e q u a l s , 

q u i t e f r a n k l y . 
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Q. Equals, even though a w e l l i n S e c t i o n 4, 

the bottom of the w e l l i n S e c t i o n 4 would be f a r t h e r 

from your c o n t r o l than a w e l l i n S e c t i o n 9? 

A. Depending on i f you stood up or l a i d down 

the w e l l s i n S e c t i o n 9, you would be somewhat d i s t a n t 

as w e l l . I would s t i l l c o n s i d e r them b a s i c a l l y 

e q u a l s . 

Q. Santa Fe does c o n t r o l the d i r e c t o f f s e t t o 

the w e l l i n S e c t i o n 8, does i t not? 

A. Being S e c t i o n 9? 

Q. Yes. 

A. Yes. 

Q. 100 p e r c e n t , does i t not? 

A. Santa Fe and i t s p a r t n e r s , yes, s i r . 

Q. I s t h e r e a p a r t i c u l a r reason why the w e l l 

i n S e c t i o n 9 i s proposed t o be d r i l l e d a f t e r the w e l l 

i n S e c t i o n 4? 

A. W e l l , s i r , t h a t ' s , as I mentioned e a r l i e r , 

t h a t has been our game p l a n . One of the t h i n g s t h a t 

happened t o us, i f I c o u l d draw your a t t e n t i o n t o the 

Atoka bank map, our w e l l i n S e c t i o n 8, a l t h o u g h i t had 

38 f e e t of pay, i t was t i g h t i n the bank. 

We f e e l i f we get a l i t t l e f u r t h e r away 

r e l a t i v e t o the bank, we may have b e t t e r o p p o r t u n i t y 

t o get back i n t o some p o r o s i t y , which i s necessary f o r 
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the p r o d u c t i o n . 

Q. The d e c i s i o n t o d r i l l the w e l l i n S e c t i o n 4 

i s one of a management d e c i s i o n r a t h e r than g e o l o g i c a l 

d e c i s i o n , i s n ' t t h a t crew? 

A. A l l our d e c i s i o n s are made w i t h a l l 

i n f o r m a t i o n c o n s i d e r e d , and t h a t was my 

recommendation, t h a t we go up t o 4. 

Q. The recommendation t o d r i l l i n 4 as opposed 

t o 9 i s not based on the f a c t t h a t you might be able 

t o get a 200 pe r c e n t p e n a l t y and d r i l l t h a t w e l l under 

those c i r c u m s t a n c e s , r a t h e r than than one i n Number 9 

w i t h o u t a p e n a l t y w i t h your other p a r t n e r s ? 

A. I don't t h i n k t h a t t h a t was t h a t much of a 

c o n s i d e r a t i o n , q u i t e f r a n k l y . We're t r y i n g t o 

understand t h i s bank. We've cored a l o t of these 

w e l l s . We've encountered a v e r y , v e r y p r o d u c t i v e 

w e l l , as i n d i c a t e d on the type l o g i n S e c t i o n 17, 

n o r t h h a l f of 17. 

We had t h i c k bank, t i g h t as c o u l d be i n 

Se c t i o n 8, and we want t o move f u r t h e r t o the n o r t h t o 

see i f we can move back i n t o some p o r o s i t y . 

Q. Mr. S e i l e r , you say i t wasn't t h a t much of 

a c o n s i d e r a t i o n . Are you saying i t was a 

c o n s i d e r a t i o n ? 

A. When you make a d e c i s i o n f o r a 1.2 t o 1.8 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

31 

m i l l i o n - d o l l a r w e l l , you co n s i d e r a l l f a c t o r s . 

Q. Wouldn't i t a l s o be wise t o f i n d out what 

the logs show i n the w e l l t h a t Yates i s d r i l l i n g i n 

Se c t i o n 16? 

A. I would v e r y much l i k e t o do t h a t . I 

attempted t o make a l o g t r a d e and i t d i d n ' t work. 

Q. That's because you wouldn't t r a d e your logs 

i n S e c t i o n 8? 

A. I t ' s because the o r i g i n a l terms of our 

agreement were v i o l a t e d . 

Q. The v i o l a t i o n was, Santa Fe would not t u r n 

over i t s logs t o the w e l l i n S e c t i o n 8 t o Yates? 

A. I f I co u l d e x p l a i n what happened t h e r e , I 

would l i k e t o do t h a t . I c a l l e d over t o Yates and 

s a i d , I saw t h a t you're about t o d r i l l a w e l l i n 

Se c t i o n 16. I would be very i n t e r e s t e d i n t r a d i n g one 

of our logs from our oth e r two new w e l l s , being e i t h e r 

the 17, C-17 #2, or the North 'Pure Gold' 8. 

I n d i s c u s s i o n s w i t h Mr. Ray Beck, he 

s e l e c t e d the w e l l i n 17, at which time I packaged up 

our l o g s , our d a i l y d r i l l i n g r e p o r t s , the DST r e p o r t s , 

sent them o f f t o Yates Petroleum w i t h a l e t t e r asking 

them t o si g n t o do s e v e r a l t h i n g s : (1) t o acknowledge 

r e c e i p t of t h a t i n f o r m a t i o n , (2) t o h o l d t h a t 

i n f o r m a t i o n t i g h t f o r Yates' i n t e r n a l use o n l y , and 
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(3) t o p r o v i d e i d e n t i c a l i n f o r m a t i o n from the w e l l i n 

16 . 

Subsequent t o t h a t I got a phone c a l l back 

and s a i d , no, th e y d i d n ' t want 17. Now t h a t the 

pr o p o s a l had been a f f o r d e d , t h e y would r a t h e r have the 

w e l l i n 8 and would j u s t as soon r e t u r n our m a t e r i a l 

from S e c t i o n 17 t o us and have us send them S e c t i o n 

8 . 

At t h a t time I informed the g e o l o g i s t t h a t 

was c a l l i n g f o r Mr. Yates, I f o r g o t h i s name, t h a t we 

f e l t a t t h i s p o i n t our t r a d e value f o r our l o g 

i n f o r m a t i o n i n S e c t i o n 17 had been compromised, and we 

agreed t o t r a d e on a w e l l - b y - w e l l b a s i s . 

And then the comment I got next was, i f 

you're not going t o g i v e us the i n f o r m a t i o n i n Se c t i o n 

8, we're not g i v i n g you a n y t h i n g i n S e c t i o n 16; a t 

which time I requested t h e y r e t u r n our s t u f f from 17 

and t o l d them t h a t we were s o r r y i t d i d n ' t work o u t . 

Q. I s n ' t i t a l s o t r u e , though, t h a t the l o g 

mat t e r and i n f o r m a t i o n i n S e c t i o n 17 was a l r e a d y 

p u b l i c knowledge and Yates a l r e a d y had t h a t , and t h a t 

was e x p l a i n e d t o you what good i t would do t o them? 

A. I t was not e x p l a i n e d t o me. I d i d n ' t know 

what they had. 

Q. But i s n ' t t h a t t r u e ? 
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A. I don't know. 

Q. You don't know? 

A. I know th e y d i d n ' t have our d r i l l i n g 

r e p o r t s nor the DST i n f o r m a t i o n from the t e s t s on t he 

c h a r t s and e v e r y t h i n g . That's not p u b l i c i n f o r m a t i o n . 

MR. CARROLL: No other q u e s t i o n s . 

MR. BRUCE: I would l i k e t o c l a r i f y one 

t h i n g , Mr. Examiner. 

EXAMINER CATANACH: Yes, s i r . 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. S e i l e r , you d i d recommend a 200 per c e n t 

p e n a l t y , d i d you not? 

A. Yes, I d i d . 

MR. BRUCE: Nothing f u r t h e r , Mr. Examiner. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. S e i l e r , the w e l l t h a t you operate or 

own i n S e c t i o n 8, t h a t i s not p r o d u c t i v e i n t h e Atoka? 

A. No, i t ' s the Morrow zone. 

Q. But i t t e s t e d t i g h t i n t he Atoka, you said? 

A. I n the Atoka bank, yes i t d i d . We ran the 

DST. We cored i t and ran a DST, and the DST was 

a b s o l u t e l y t i g h t and the core i n f o r m a t i o n 

s u b s t a n t i a t e d t h a t t h e r e ' s v i r t u a l l y no p o r o s i t y and 
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a b s o l u t e l y no p e r m e a b i l i t y . 

Q. However, t h a t i s a p r e t t y good w e l l i n t he 

Morrow, i s i t not? 

A. We're v e r y s a t i s f i e d w i t h i t , yes, s i r . 

EXAMINER CATANACH: I b e l i e v e t h a t ' s a l l I 

have of the w i t n e s s . 

MR. BRUCE: I have n o t h i n g f u r t h e r at t h i s 

t i m e , Mr. Examiner. 

EXAMINER CATANACH: Mr. Bruce, I don't know 

t h a t I got proposed overhead r a t e s . 

MR. STOVALL: He d i d s t a t e them. 

MR. BRUCE: 5,000 and 500. Mr. Green 

t e s t i f i e d as t o t h o s e . 

EXAMINER CATANACH: 5,000 and 500? 

MR. BRUCE: Yes. 

EXAMINER CATANACH: A l l r i g h t . J ust t o 

make sure I un d e r s t a n d , you are now r e v i s i n g , Mr. 

Bruce, your p o o l i n g order t o cover o n l y from t o p of 

the Bone Spring t o the base of the Morrow? 

MR. BRUCE: That's c o r r e c t , Mr. Examiner. 

And t h a t i s not because of ownership q u e s t i o n s , o n l y 

because of the d i r e c t i o n a l d r i l l i n g . 

EXAMINER CATANACH: I un d e r s t a n d . 

Mr. C a r r o l l , do you have a n y t h i n g f u r t h e r ? 

MR. CARROLL: I have one w i t n e s s , Mr. 
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Burch. 

MIKE BURCH 

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

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. CARROLL: 

Q. Would you please s t a t e your name and 

oc c u p a t i o n and by whom you're employed f o r the record? 

A. My name i s Mike Burch. I'm the pe t r o l e u m 

landman employed f o r Yates Petroleum C o r p o r a t i o n . 

Q. Have you p r e v i o u s l y been c a l l e d upon t o 

t e s t i f y b e f o r e the New Mexico O i l and Gas Commission 

as a p r o f e s s i o n a l p e t r o l e u m landman? 

A. Yes, I have . 

Q. Have your c r e d e n t i a l s been presented t o 

t h i s Commission and been accepted? 

A. Yes, they have. 

MR. CARROLL: I tender Mr. Burch as an • 

ex p e r t p e t r o l e u m landman. 

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

Q. Mr. Burch, you are f a m i l i a r w i t h the 

ma t t e r s c o n t a i n e d i n Case 10049, are you not? 

A. Yes, I am. 

Q. Are you the landman t h a t ' s p r e s e n t l y 

h a n d l i n g t h i s area or pro s p e c t f o r Yates Petroleum? 

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

36 

A. Yes r I am. 

Q.. Mr. Burch, you have caused t o be prepared a 

land p l a t of t h i s a rea, have you not? 

A. Yes, s i r . 

Q. Please r e f e r t o what I've marked as Yates 

E x h i b i t 1 . I s t h i s the land p l a t t h a t you have 

prepared ? 

A. Yes , i t i s . 

Q. With respect t o the acreage t h a t i s marked 

i n the s o l i d y e l l o w c o l o r , who owns t h a t acreage? 

A. Yates Petroleum. 

Q. I s t h a t owned 100 per c e n t ? 

A. Yates and t h e i r in-house e n t i t i e s . 

Q. I s Yates p r e s e n t l y d r i l l i n g a w e l l i n t h a t 

s e c t i o n ? 

A. That i s c o r r e c t . 
i 

Q. What i s the name of t h a t w e l l ? j 

A. The name of t h a t w e l l i s t he Madano VA #2. ! 
Q. I s t h a t l o c a t i o n marked w i t h the red c i r c l e j 

I 

on t h i s E x h i b i t No. 1? j 

A. Yes, i t i s . 

Q. What i s the s t a t u s of t h a t w e l l ? Has i t 

been d r i l l e d ? completed? What stage i s i t i n ? 

A. The l a s t r e p o r t t h a t I have shows t h a t 

we've d r i l l e d t h a t and reached TD, and we're i n the 
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process of l o g g i n g t h a t w e l l . 

Q. Mr. Burch, Santa Fe's E x h i b i t 2 i s a l e t t e r 

dated J u l y 2, 1990. Have you seen t h a t l e t t e r ? 

A. Yes, I have . 

Q. I s t h a t the o n l y w r i t t e n communication t h a t 

you've r e c e i v e d from Santa Fe co n c e r n i n g t h e i r e f f o r t s 

t o e i t h e r farm out or get you t o j o i n i n t he d r i l l i n g 

of t h i s 'pure g o l d ' w e l l i n S e c t i o n 4? 

A. Yes , i t i s . 

Q. Have you had any c o n v e r s a t i o n s w i t h Mr. 

Green c o n c e r n i n g t h i s p a r t i c u l a r p r o j e c t ? 

A . Yes , I have. 

Q. When were those c o n v e r s a t i o n s ? 

A. The one c o n v e r s a t i o n I had w i t h him was 

ye s t e r d a y morning. 

Q. Who prompted t h a t telephone c a l l , Mr. 

Bu rch? 

A. I c a l l e d Mr. Green. 

Q. Had you t r i e d t o c a l l Mr. Green p r e v i o u s t o 

t h a t day? 

A. Yes, I had. 

Q. Were you able t o reach Mr. Green? 

A. No, I wasn't. 

Q. Did you leave a message f o r Mr. Green t o 

c a l l you? 
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A. Yes, I d i d . 

Q. With respect t o t h i s acreage being i n the 

potash e n c l a v e , had Santa Fe ever discussed t h a t 

problem w i t h you p r i o r t o y e s t e r d a y ' s date? 

A. No, they had n o t . 

Q. What was sa i d t o you by Mr. Green 

c o n c e r n i n g t h a t problem i n y e s t e r d a y ' s c o n v e r s a t i o n ? 

A. W e l l , y e s t e r d a y ' s c o n v e r s a t i o n c o n s i s t e d of 

the f a c t t h a t Santa Fe was p r e p a r i n g a new AFE t o 

prese n t t o the Commission t o d a y , which we had never 

seen. They i n d i c a t e d t o me t h a t i t was going t o be a 

d e v i a t e d h o l e , t h a t they had problem d r i l l i n g on the 

acreage i n S e c t i o n 4 because of the p o t a s h . 

Q. Did you d i s c u s s w i t h Mr. Green the 

p o s s i b i l i t y of po s t p o n i n g t h i s h e a r i n g f o r you t o 

f u r t h e r l e a r n more about t h i s proposed d r i l l s i t e , t he 

AFE, and even the c o n t i n u e d n e g o t i a t i o n s c o n c e r n i n g 

the f a r m i n g out or j o i n i n g ? 

A. Yes, I d i d . I recommended t h a t he c o n s i d e r 

p o s t p o n i n g the h e a r i n g f o r p o s s i b l y two weeks t o 

di s c u s s t h e terms f o r t e c h n i c a l r e v i e w , t h a t we c o u l d 

come t o some terms. I t was at t h a t time t h a t I d i d 

l e a r n t h e f a c t t h a t t h e r e was going t o be a new AFE 

prepared and p r e s e n t e d , which was news t o us. 

So as of y e s t e r d a y was the f i r s t time t h a t 
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I a c t u a l l y got t o t a l k t o Mr. Green, and I d i d 

recommend t h a t we put t h i s o f f f o r two weeks t o t r y t 

work out terms. 

Q. Did Mr. Green i n d i c a t e t o you t h a t w i t h 

r espect t o the terms t h a t have been o f f e r e d t o Santa 

Fe t h a t t h a t was i t , or was t h e r e any room f o r 

negot i a t i o n ? 

A. We both f e l t t h e r e was room f o r 

n e g o t i a t i o n . We both agreed t h e r e was p r o b a b l y room 

f o r n e g o t i a t i o n . 

Q. Did Mr. Green i n d i c a t e t o you t h a t Santa F 

was w i l l i n g t o n e g o t i a t e f u r t h e r ? 

A. W e l l , as f a r as p o s t p o n i n g the h e a r i n g , no 

the y were going t o go ahead w i t h the h e a r i n g . He d i d 

i n d i c a t e t h e y would be open t o n e g o t i a t e . 

Q. I ' l l show you what's been marked as Yates 

E x h i b i t 2. Was t h i s e x h i b i t prepared under your 

d i r e c t i o n ? 

A. Yes, i t was. 

Q. What i s E x h i b i t 2? 

A. E x h i b i t 2 i s a BLM map showing the potash 

e n c l a v e , and the southwest q u a r t e r of S e c t i o n 4 shows 

the proposed l o c a t i o n of Santa Fe being a c t u a l l y i n 

the potash e n c l a v e . 

Q. Thi s was prepared from a 1984 map prepared 
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o r , I guess, a u t h o r i z e d by the BLM, was i t not? 

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

Q. To your i n f o r m a t i o n , t h a t i s the l a t e s t map 

t h a t they've g i v e n o u t , and you have t o r e v e r i f y 

t h r o u g h c o n t a c t w i t h the BLM co n c e r n i n g those o l d 

boundaries of the potash enclave? 

A. That i s c o r r e c t . 

Q. Did you c a l l the BLM and v e r i f y t h a t these 

were, i n f a c t , s t i l l the boundaries w i t h r e s pect t o 

Sec t i o n s 4 and 9? 

A. Yes. I c a l l e d t o request i n f o r m a t i o n as 

f a r as the w e l l l o c a t i o n of Santa Fe, and the BLM a t 

t h a t time i n d i c a t e d t h a t the l o c a t i o n would have t o be 

moved because i t was on the potash e n c l a v e . 

Q. Santa Fe p r e s e n t e d , as E x h i b i t No. 3, an 

AFE, and I b e l i e v e completed c o s t of a p p r o x i m a t e l y 

$1.7 m i l l i o n . Had you ever seen t h i s AFE p r i o r t o a 

few moments ago? 

A. No, I have not . 

Q. I s i t your assumption, t h e n , t h a t t h i s i s 

the AFE t h a t Mr. Green was t a l k i n g about t h a t they 

were p r e p a r i n g ? 

A. I assume t h a t ' s so. 

Q. With respect t o t h i s p a r t i c u l a r h e a r i n g , 

Mr. Burch, what are the d e s i r e s of Yates w i t h r e s pect 
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t o what a c t i o n Yates wishes t h e Commission would take 

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

A. We f e e l l i k e we should be g i v e n the 

o p p o r t u n i t y t o study the new AFE t h a t ' s been 

p r e s e n t e d . We a l s o f e e l t h a t by proceeding w i t h t h i s 

h e a r i n g , i f i t i s approved and we are a c t u a l l y p o o l e d , 

i t ' s g o i n g t o weaken our p o s i t i o n t o n e g o t i a t e any 

type of farmout agreement. 

We f e e l l i k e t h a t t h e r e should b e - - t h i s 

p r o c e e d i n g should be postponed, so we can work among 

ou r s e l v e s t o t r y t o get t h i s t h i n g worked o u t . 

MR. CARROLL: I pass the w i t n e s s . 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Burch, w i t h the J u l y 2 l e t t e r , t h e r e 

was an AFE a t t a c h e d t o t h a t , was t h e r e not? 

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

Q. That was a completed w e l l cost of about a 

m i l l i o n and a h a l f d o l l a r s , wasn't i t ? 

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

Q. So r e g a r d l e s s , you're d e a l i n g w i t h a p r e t t y 

expensive w e l l e i t h e r way, a r e n ' t you? 

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

Q. When d i d Yates buy the lease on Se c t i o n s 3, 

4 and 5? 
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A. We bought t h a t lease i n , I b e l i e v e i t was, 

our June s a l e of 89. The lease was a c t u a l l y dated and 

given September the 1 s t of 89. 

Q. So you've had i t about a year? 

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

Q. And you're d r i l l i n g o t h e r w e l l s i n t h a t 

area? 

A. Yes, we a r e . 

Q. So Yates i s f a m i l i a r w i t h the land and 

geology m a t t e r s i n t h a t area? 

A. Yes. 

Q. Now, who el s e had c o n t a c t w i t h Gary Green 

at Yates? 

A. I n the land department, i n the geology? 

Q. I n the land department. 

A. Kathy P o r t e r , who the l e t t e r was addressed 

t o , had had c o n t a c t w i t h Mr. Green co n c e r n i n g o t h e r 

m a t t e r s , so, yes, she had c o n t a c t w i t h him. 

Q. She a l s o had some phone c a l l s w i t h Mr. 

Green, i s t h a t c o r r e c t ? 

A. That's the c o n t a c t I'm r e f e r r i n g t o i s 

phone c a l l s . We had no other l e t t e r correspondence on 

t h i s . 

Q. Did Mr. Green t r y t o c a l l you l a s t week? 

A. Not t h a t I'm aware o f , he d i d n o t . 
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Q. He d i d n ' t c a l l and leave a message f o r you? 

A. Not t h a t I'm aware o f . I r e c e i v e d no 

messages . 

Q. What are Yates' s t a n d a r d farmout terms i n 

t h i s area? 

A. W e l l , most of the t h i n g s t h a t we've done i n 

t h i s area we've owned, t h a t we've had t o deal w i t h . 

Q. I s 40 pe r c e n t a st a n d a r d o f f e r you've made 

t o people? 

A. A stan d a r d o f f e r t h a t we make t o people? 

Q. Yes. 

A. Probably n o t . 

Q. I n l o o k i n g at your E x h i b i t No. 2, t h e r e 

c o u l d be potash problems i n S e c t i o n 9, t o o , as w e l l as 

i n S e c t i o n 4, co u l d t h e r e not? 

A. That's t r u e . 

MR. BRUCE: I have n o t h i n g f u r t h e r , Mr. 

Examine r . 

EXAMINATION 

BY MR. STOVALL: 

Q. Mr. Burch, you're i n the same o f f i c e w i t h 

Kathy P o r t e r ? 

A. Yes, I am. 

Q. You do t a l k t o each o t h e r - -

A. Yes, we do. 
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Q. --and k i n d of know what's going on? I 

b e l i e v e t h e r e was an i m p l i c a t i o n i n cross t h a t t h i s i s 

a c t u a l l y your area of r e s p o n s i b i l i t y and not Ms. 

P o r t e r ' s , i s t h a t c o r r e c t ? 

A. Yes , s i r . 

Q. But, i n f a c t , i f Ms. P o r t e r knows about i t , 

Yates knows about i t and you know about, i t , h o p e f u l l y , 

i n your o f f i c e ? 

A. Yes. 

Q. You r e c e i v e d the n o t i c e of t h i s h e a r i n g 

t h a t was sent o n - - i d e n t i f i e d as being sent on J u l y 

3 0 t h , i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. I n f a c t , i t was signed f o r by you on the 

31st i t appears, i s t h a t c o r r e c t ? 

A. (Witness nodded.) 

Q. You've known t h a t t h i s was going on f o r at 

l e a s t 20 d a y s - - a c t u a i l y , r e a l l y more l i k e a month and 

a h a l f , i s t h a t c o r r e c t ? 

A. That's c o r r e c t , when we got the l e t t e r . 

Q. So, you you w a i t e d u n t i l y e s t e r d a y t o 

c o n t a c t Mr. C a r r o l l and--

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

Q. At what p o i n t d i d Yates decide t o oppose 

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

CUMBRE COURT REPORTING 
(505) 984-2244 



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 

45 

A. Okay. Let me-- Let me-- I n my 

c o n v e r s a t i o n s , l e t me put i n c o n t e x t the c o n v e r s a t i o n s 

t h a t Mr. Green had w i t h Kathy P o r t e r . Back i n J u l y , 

J u l y 9 t h , Mrs. P o r t e r t a l k e d t o Mr. Green. We have 

other ongoing o p e r a t i o n s w i t h them i n our Dagger Draw 

area which Mrs. P o r t e r h a n d l e s . 

Mr. Green t a l k e d e x t e n s i v e l y about Dagger 

Draw, they t a l k e d about Dagger Draw, the s i t u a t i o n s 

t h a t we have t h e r e . At the end of most: of the 

c o n v e r s a t i o n s t h a t he had w i t h Mrs. P o r t e r , the w e l l 

t h a t ' s being proposed was brought up. 

At those times he was t o l d t h a t I handled 

those areas. He was a l s o i n f o r m e d t h a t Yates was 

proceeding a c c o r d i n g l y on t h o s e , t h a t we're e v a l u a t i n g 

those a r e a s , t h a t we were l o o k i n g t o see what was 

going on. He a l s o was aware of the f a c t t h a t we were 

d r i l l i n g t h a t w e l l . 

MR. BRUCE: I would o b j e c t t o the f a c t t h a t 

he's t e s t i f y i n g about s t u f f c o n t r a r y t o what Mr. Green 

has t e s t i f i e d about. He's saying Mr. Green knew t h i s 

and t h a t , and Mr. Green has t e s t i f i e d d i r e c t l y 

o p p o s i t e t o t h a t . 

MR. CARROLL: I t h i n k t h a t the comment by 

Mr. Green was he j u s t d i d n ' t r e c a l l . I'm not sure i t 

was a d i r e c t c o n t r a d i t i o n . I t h i n k i t ' s up t o the 
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Examiner t o d e t e r m i n e . 

MR. STOVALL: Let me i n t e r r u p t here and 

say, the essence of your t e s t i m o n y i s t h a t you know 

t h e r e was some communication between a r e p r e s e n t a t i v e 

of Yates Petroleum and Mr. Green or a r e p r e s e n t a t i v e 

of Santa Fe, i s t h a t c o r r e c t ? 

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

MR. STOVALL: I t ' s my o p i n i o n , Mr. 

Examiner, t h a t the s p e c i f i c n a t u r e of t h a t t e s t i m o n y 

as t e s t i f i e d t o by Mr. Burch, who i s not a p a r t y t o 

those c o n v e r s a t i o n s , i s not p a r t i c u l a r l y h e l p f u l i n 

t h i s d e t e r m i n a t i o n . 

The f a c t i s , t h e r e was some d i s c u s s i o n and 

the p a r t i e s were aware of t h i s ongoing a p p l i c a t i o n . 

Mr. Burch, I b e l i e v e you were i n the room when I made 

my comments at the b e g i n n i n g w i t h respect t o 

s c h e d u l i n g of h e a r i n g s , and I understand t h a t you are 

not the p a r t y w i t h the plane r e s e r v a t i o n but I a l s o 

understand t h a t you are the opponent and o n l y made 

t h a t known i n the h e a r i n g c o n t e x t t o the Examiner and 

myself t h i s morning, t o Santa Fe no e a r l i e r than 

y e s t e r d a y , and t h a t , i n f a c t i s p a r t of the problem 

w i t h r e s p e c t t o Santa Fe. 

I w i l l advise you on the r e c o r d t h a t we do 

have a process now where you can ent e r an appearance 
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and f i l e a p r e h e a r i n g of s o r t . What t h a t does, i n 

e f f e c t , i s advises the p a r t i e s of what's going on. ! 
i 

What I do w i t h t h a t i n f o r m a t i o n , i s then I 

t r y t o determine what the h e a r i n g docket i s going t o | 
l 

look l i k e on a gi v e n Wednesday. So, having p r o p e r l y j 

j 
c h a s t i s e d the Santa Fe wit n e s s e s f o r s c h e d u l i n g a ! 

! 

d e p a r t u r e at 1:15, I w i l l c e r t a i n l y say t h a t p a r t of 

t h e i r problem was the f a i l u r e f o r them t o know i n f a c t 

i t was going t o be opposed. And we d i d n ' t know i t 

was going t o be opposed, so we couldn't, advise them. j 

I would request t h a t you go back t o Yates 

and advise them t h a t i n the f u t u r e i f you i n t e n d t o 

oppose a h e a r i n g , i f you t h i n k t h e r e ' s a p o s s i b i l i t y 

t h a t you may oppose an a p p l i c a t i o n , t h a t you so n o t i f y j 

the D i v i s i o n p r i o r t o the day of the h e a r i n g . I t • 
i 
i 

makes i t work e a s i e r f o r us. I t ' s not a r u l e at t h i s ; 
i 

time but i t c e r t a i n l y c o u l d have avoided some problems 

here t h i s morning. 

MR. CARROLL: Mr. S t o v a l l I would l i k e a j 

c l a r i f i c a t i o n of t h a t . When the r u l e f i r s t came down, ! 

I read i t as an o b l i g a t i o n a l s o on the A p p l i c a n t t o j 

determine i f he was going t o have o p p o s i t i o n , because 

i n the form t h a t i s t o be f i l e d , t h e r e ' s p l a c e s not j 

on l y f o r a statement of t h e i r case but t o l i s t the \ 

p a r t i e s which are going t o be o b j e c t i n g t o or coming j 
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i n o p p o s i t i o n . 

A gain, I would l i k e c l a r i f i c a t i o n because I 

f e e l l i k e , and I at l e a s t i n my a p p l i c a t i o n s t h e y ' r e 

going t o t h e p a r t i e s who I g i v e n o t i c e t o determine 

whether or not t h e r e ' s going t o been o p p o s i t i o n . 

Does the Commission a n t i c i p a t e t h a t t h a t 

i u s an o b l i g a t i o n on the A p p l i c a n t , a l s o , t o t r y t o 

advise the Commission--

MR. STOVALL: Let me c l a r i f y . The p o i n t of 

the whole t h i n g i s t o b r i n g a l i t t l e more e f f i c i e n c y 

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

some p l a n n i n g . I t i s a v o l u n t a r y at t h i s p o i n t , 

w i t h o u t s a n c t i o n , request f o r c o o p e r a t i o n , and I am 

making i t as such now t o Yates i n t h i s case so t h a t we 

can use i t as a p l a n n i n g t o o l t o h e l p make these 

h e a r i n g s more-- And, yes, I a p p r e c i a t e i t when t h e 

A p p l i c a n t does i n d i c a t e t h a t t h e r e may be o p p o s i t i o n . 

MR. CARROLL: I f t h a t r u l e becomes 

permanent, i s t h a t what the Commission i s 

a n t i c i p a t i n g , t o make t h a t an o b l i g a t i o n on the 

A p p l i c a n t ? 

MR. STOVALL: I t ' s not a r u l e at t h i s 

p o i n t , and I would l i k e t o keep i t from being a r u l e . 

I would l i k e i t t o c o n t i n u e t o be a v o l u n t a r y , 

c o o p e r a t i v e e f f o r t on the p a r t of the p a r t i e s and I 
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don't t h i n k we need t o say a n y t h i n g f u r t h e r . 

There are no s a n c t i o n s going t o be imposed 

as a r e s u l t of i t . We don't have any a u t h o r i t y t o do 

so. I'm e x p l a i n i n g t o you why, and t h i s i s a good 

example of why we've i n s t i t u t e d t h a t p r o c e s s . I don't 

t h i n k a n y t h i n g f u r t h e r needs t o be s a i d because t h a t , 

i n f a c t , i s not an element of the d e c i s i o n i n t h i s 

case. I want a l l the p a r t i e s t o understand t h a t I 

understand t h e r e i s s o r t of a d u a l r e s p o n s i b i l i t y here 

f o r t h i s s c h e d u l i n g d i s r u p t i o n . I have n o t h i n g 

f u r t h e r , Mr. Examiner. 

EXAMINER CATANACH: Do e i t h e r of you 

gentlemen have a n y t h i n g f u r t h e r i n t h i s case? 

MR. BRUCE: Mr. C a r r o l l f i r s t . 

MR. CARROLL: No, t h a t ' s a l l I have. I 

would move f o r the admission of Yates E x h i b i t s 1 and 

2, though. 

EXAMINER CATANACH: E x h i b i t s 1 and 2 w i l l 

be a d m i t t e d as evidence. 

Now, Mr. C a r r o l l your w i t n e s s t e s t i f i e d 

t h a t Yates would l i k e more time t o study the AFE. 

You're not r e q u e s t i n g a f o r m a l c o n t i n u a n c e a t t h i s 

t i m e , are you? 

MR. CARROLL: Mr. Examiner, the p o s i t i o n 

t h a t Yates f i n d s i t s e l f i n and the p o s i t i o n t h a t I 
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t h i n k we're p r e s e n t i n g t o the Commission, i s t h a t we 

f e e l t h a t the p o o l i n g process t h a t has been a p p l i e d 

f o r by Santa Fe and the way t h a t t h e y have done i t i s 

an abuse of t h a t p rocess; they've abused t h i s process 

i n o rder t o g a i n an upper hand i n d e a l i n g w i t h a p a r t y 

who a c t u a l l y s o l d them 50 p e r c e n t of the a c t u a l 

acreage t h a t t h e y ' r e wanting t o d r i l l under. 

F u r t h e r m o r e , t h i s A p p l i c a n t comes t o t h i s 

Commission w i t h o u t even having done i t s homework. I 

mean, the day b e f o r e they've j u s t l e a r n e d t h a t t h e y ' r e 

going t o have t o f i n d a d i f f e r e n t l o c a t i o n , t h i s 

pota sh t h i n g . 

We f i n d t h a t these leases are not under any 

t h r e a t of l o s s , t h e y ' r e f i v e - y e a r l e a s e s , they've o n l y 

been i n e f f e c t f o r a yea r , and, i n f a c t , by t h e i r own 

g e o l o g i c a l i n t e r p r e t a t i o n s , the b e t t e r place would be 

t o d r i l l t h e i r own o f f s e t on t h e i r own acreage. 

That's our p o s i t i o n , yes. We would l i k e t o 

see the a p p l i c a t i o n c o m p l e t e l y thrown out and them 

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

e f f o r t t o t r y and n e g o t i a t e here and not use or a l l o w 

the Commission t o be used as some k i n d of le v e r a g e 

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

That's what i t appears t o me i s going on 

here, and I t h i n k the Examiner can very w e l l determine 
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where I'm coming from from the q u e s t i o n s I asked on 

c r o s s - e x a m i n a t i o n . But at the v e r y l e a s t I t h i n k i t 

should be postponed i n d e f i n i t e l y , t h a t these p a r t i e s 

should be a l l o w e d t o n e g o t i a t e , and then u n t i l these 

p a r t i e s make a r e p r e s e n t a t i o n t o t h i s Commission t h a t 

they have, i n good f a i t h t r i e d t o n e g o t i a t e , i t should 

be h e l d i n abeyance u n t i l the p a r t i e s can make t h a t 

s t a t e m e n t . And once t h a t statement can, i n good f a i t h 

be made, then i t should proceed. 

EXAMINER CATANACH: Thank you Mr. C a r r o l l , 

Mr. Bruce? 

MR. BRUCE: Mr. Examiner, the D i v i s i o n 

i s n ' t here t o make a deal f o r Yates. B a s i c a l l y , Yates 

wants 40 pe r c e n t b a c k - i n , t h e y ' r e not happen w i t h what 

Santa Fe o f f e r e d , but Yates i s a s k i n g what they 

u s u a l l y don't g r a n t t o other p a r t i e s . 

Now, Yates has been i n t h i s area f o r about 

a year, t h e y bought t h i s lease t h a t ' s i n q u e s t i o n 

based on Santa Fe's geology. They've d r i l l e d o t h e r 

w e l l s i n the ar e a . They're t o t a l l y f a m i l i a r w i t h the 

area. 

Santa Fe t r i e d t o conduct n e g o t i a t i o n s w i t h 

Yates f o r two months. They h i t a b r i c k w a l l . Nobody 

would even respond t o t h e i r o f f e r u n t i l Tuesday. So, 

I t h i n k g o o d - f a i t h n e g o t i a t i o n s have been conducted on 
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Santa Fe's p a r t ; maybe not on Yates' p a r t , but on 

Santa Fe's p a r t . 

There has been p l e n t y of time t o 

n e g o t i a t e . F u r t h e r m o r e , Your Honor, the order won't 

be e n t e r e d f o r a few weeks. There's a 30-day e l e c t i o n 

p e r i o d . There's p l e n t y of time y e t f o r the p a r t i e s t o 

n e g o t i a t e , i f t h a t ' s what Yates wants t o do a f t e r t h i s 

hear i n g . 

Santa Fe has i t s w e l l budgeted f o r t h i s 

year. I f you f i g u r e out the time d e a d l i n e s t h a t I've 

j u s t mentioned or the time p e r i o d s , i t won't be 

d r i l l e d u n t i l p r o b a b l y l a t e October, maybe e a r l y 

November, anyway; so, I f a i l t o see what Yates' 

problem i s . 

I t h i n k Mr. C a r r o l l m i s c h a r a c t e r i z e d the 

geology t e s t i f i e d t o by Mr. S e i l e r . This i s a l o g i c a l 

step up. Mr. S e i l e r s t a t e d t h e y want t o get away from 

the w e l l i n S e c t i o n 8 because t h e r e was no 

pe r m e a b i l i t y . 

And t h e f i n a l t h i n g I have t o say, Yates i s 

k i n d of i m p l y i n g t h a t Santa Fe should w a i t u n t i l a 

lease i s ready t o e x p i r e b e f o r e d r i l l i n g . I t h i n k 

t h a t ' s k i n d of f o o l i s h . That's what causes many 

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

I t h i n k t h i s matter should be taken under 
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advisement and an order issued i n accordance w i t h the 

normal time frames of the D i v i s i o n . 

I would p o i n t out one f u r t h e r t h i n g , Mr. 

Examiner. As a l r e a d y acknowledged, t h e r e has t o be a 

d i r e c t i o n a l d r i l l i n g a p p r o v a l o b t a i n e d , which w i l l 

a l s o t a k e a d d i t i o n a l t i m e . 

MR. CARROLL: Mr. Examiner, i f I might make 

one l a s t comment, Mr. Bruce i s saying t h e r e ' s s t i l l 

time t o n e g o t i a t e and what have you. Once t h i s 

Commission takes a c t i o n , t h e r e ' s no n e g o t i a t i o n l e f t . 

The f a c t t h a t Yates has got a w e l l t h a t ' s 

being logged, t h a t i n f o r m a t i o n c o u l d be very v a l u a b l e 

i n d e c i d i n g whether or not i n t h i s g e o l o g i c a l 

i n f o r m a t i o n even Santa Fe stands t o g a i n . 

I t h i n k the c h a r a c t e r i z a t i o n Mr. Bruce has 

made t h a t Yates i s the one t h a t ' s s t a n d i n g h e r e , we're 

w i l l i n g t o n e g o t i a t e . An o f f e r was made. A p p a r e n t l y 

Mr. Norman was w e l l aware of i t . An o f f e r was made 

back, but t h e r e was no response t o Yates' 

c o u n t e r o f f e r . That's the problem. 

With t h a t , I t h i n k the Commission should 

c o n s i d e r my e a r l i e r comments and the Commission should 

not a l l o w i t s e l f t o be f o i s t e d i n t o t h e d e c i s i o n 

process, and by i s s u i n g an order t h a t ' s e x a c t l y what's 

going t o happen. 
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EXAMINER CATANACH: There being n o t h i n g 

f u r t h e r i n t h i s case, Case 10049 w i l l be taken under 

advisement . 
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