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STATE OF NEW MEXICO
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INDE X

TIMOTHY J. HOGAN

Direct Examination by Mr. Kellahin

TOM SCINEIDER
Direct Examination by Mr. Kellahin

Cross Examination by Mr. Stogner

EXHIBITS

Applicant Exhibit One, Letter
Applicant Exhibit Two, Létter
Applicant Exhibit Three, Letter
Applicant Exhibit Four, COPAS
Apélicant Exhibit Five, AFE

Applicant Exhibit Six, Structure Map
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- MR. STOGﬁEéz We'll call next Case

Number 7862. |

MR. MILLS: Application of Highland
Prgduction Compgny for comp;lsorf poOlin?, Lea County, New
Mexico. |

MR. KELLAHIN: If the Examiner pleasg
I'm Tom Kellahin of Santa Fe, New Mexico, appearing on behalf

of the applicant, and I have two witnesses to be sworn.
(Witnesses sworn.)

TIMOTHY J. HOGAN,
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. KELLAHIN:
.Q Mr. Hogan, would you pleése state your
name and odéupation? |
A | Timothy J. Hogan, independent landman.
0. Mr. Hogan, have you testified before the
01l Conservation Division as a landman?

A, Not before.

0. All right, would you tell the Examiner
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about your experience and employmeht_as a petroleum landman?

A “For approximately‘the past yeér and a half
I've been on a'retgined baSis for fom Schneider and Carey (siq)
0il and Gas- in Midland.

-Q ' Are you'doing‘éonsulting work for the ap-
plicant with regards to the.laﬁd title matters surrounding
this application?

A Yes, sif.
Q And pursuant to that employment have you
in fact made such a study?

A Yes, sir.

MR. KELLAHIN: We tender Mr. Hogan
as an expert petroleum landman.

MR. STOGNER: The witness is gquali-
fiéd as a practical landman.

0. Mr. Hogan, let me direct your attentioh to
a letter dated January 27th,11983, and.haVe you identify that
for me. What is that letter?

| A : That was the first letter I sent the co-
administrators of the Estate of Robertha Géyer: deceased,
just explaining to them oﬁr-lease offer. This is the same
letter we sent all the mineral owners, about thirty mineral
owners, under this particular tract.

Q. All right, would you describe for us what
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the proration unit is? Where is it located?

A Thé,proratibn unit is southeast quarter
southwest quarter of Sectioﬁ 26.

0 The 40—acré proration unit, Mr. Hogan, is

for pﬁr?oses of drilling what type of well?

A. Seven Rivers.and Yates test well.

0 That will be for the Jalmat Pool, is it not?
A, Yes, sir.

0. All right, sir, and pursuant to forming a

voluntary proration unit consisting of those forty acres in
Section 26, have you obtained the voluntary cooperation of
all other working interest owners?

A, Yes, sir.

0. ‘ All right, so the only outstanding interest
is‘the one you're descriﬁing now? |

A | Yes, sir.

0. - And what is that total interest within the
forty acres?

A l.05-net acres,

Q. All right, sir, and what, if any, response
did you receive from those individuals to youf Janua£y letter?

A Well, from this letter we didn't receive
any response; had to make several calls to see if they got the

letter and be sure they did, and what their thinking was, and
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6
they -- they said they got the letter, were taking it under
advisement. Said.they would like $100 an acre and for a six
months lease .

0. All right, sir. ‘On March 16th of '83 did
you write these iﬁdividuals again? )

| A ' Yes, sir.

0 All right. 1I'll show you what is marked as
Exhibit Number Two, Mr. Hogan, and ask yoﬁ to identify that
letter.

. Okay. This is the letter I sent thém after
they said they wanted $100 an acre plus attorneys' fees to
handle the cost of théir attorney applying to the Courts for

approval of the oil and gas lease.

0 " This interest is part of an estate, is it?

. . Right.
0 © All right, and the estate interest has to

be approved by the Court involved as you understand?

A Probate Court of Dallas County.

0. " All right, sir, and what, if any, response
did yéu_get to this letter?

A This letter was -- we offered to give them
5500 to cover all the fees aﬁd bonus monies for a 5-year
lease. We were reluctant to give them $100 an acre for a

6-months lease like they wanted, so we came back with a 5-

|
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year lease and their respohéé.was"f they didnf£ like five
years, they ;till wanted 6-months. | |

0. o All,right; Subs€quent to that letter did
you have occasion to wri£e them again,qﬁ April 15th.of 19837

A Yes, sir.

0. All right,’sir; I show you Exhibit Number
Three and ask you to identify thaé.

A ' Okay. After I talked to them again and we
were at the point where we'd leaséd all otﬁer mineral owners,

we had to drill soon or our leases were going to expire, so

‘we settled on a l-year lease date. We'll increase the terms

from 6-months to l-year; therefor,.we gave them everything
they wanted.

0. l'Have you received:ithe -executed 1éase back
frém these individﬁals at this point?

A T haven't, no.

0. And you, I assume, are at the point where
you've commehcea drilling rather than waiting for the lease?

A. Yes, sir.

0. . All right, sir. Let me direct your atten-
tion, Mr. Hogan, to Exhibit Number Four; which is COPAS in-

struction to an operating agreement and have you identify

that for me, please.

A Okay, this is the operating -- the COPAS
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to the operating agreement that we prepared and sent to all
our partners, and basically provides for $300 a month for a
produciﬁg well, $3000 for a drilling well rate.

o . Are those £he rates that you would request
the Examiner include in any C@mmiSsion éompulsory pooling
order?

A Yes, sir.

0 And are those rates customarily used within
the area for Jalmat wells?

A Yes, sir.

0 And those are the rates agreed to by the
other working interest owners for this well?

A Yes, sir.

0 All right. Let me direct your attention,
Mr; Hogan, to Exhibit Nuﬁber Five, the AFE.

A Right. I don't have a copy of that one.

0 Here we go. Ail right, would you identify
Exhibit Number Five for us, Mr. Hogan?

A. Yes, sir. This 1is ﬁhe exhibit on the AFE
that Marvin Smith, the operator for Highland Production, and
Tom Schneider, in conjunction with Lewis Burleson, who is a
partner in this Qell, who also has arilled several wells up
there, and this AFE is very similar to fhe wells that he's

drilled.
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‘testified as follows, to-wit:

'your name, sir?

Q A<Is this an AFE that's generally been approvdgd
by the other working interest ' —-

A Yes, sir.

Q. -—- owners for this project? And it's
typical of the cosﬁs involved in a Jalmat well to this depth?

| A .‘Yes, sir. | |
Q- All right, sir.
MR. KELLAHIN: ' If the Examiner pleasq

our next witness is Mr. Tom échneider, a geologist. This con-+

cludes my examination of Mr. Hogan.

TOM SCHNEIDER,

being called as a witness and being duly sworn upon his oath,

DIRECT EXAMINATION
BY MR. KELLAHTIN:

0 All right, sir, would you please state

A My name is Tom Schneider.
0. Mr. Schneider, how are yoﬁ employed and in
what capacity?
| A I'm a working interest partner in this

well.
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of Texas at Austin, MA degree, 1951, University of Texas at

10

0 - All right, sir.

A .. And I'm -- my prpfession is ifmva consuiting
petroleum geologist.

0 | o Have you téstified before the 0il Conserva-
tion Diyision?

A No, sir, never have.

0. Eor the Exaﬁiner, would you explain when
and where you.ob£ained your degree in_geology?

A I obtained a BS degree from the University

Austin.

0. And subsequent‘to graduation where have you
worked? In a brief fashion describe fof us your'employment
as a geologist.

| A, I workéd for Lowry 0il and Gas Company from
1951 to 1553; for Texas Pacific 0il Company from '53 to '56.
Since.then I've been an independent consultant geologist.

0 - Do you do consulting geologic work in Lea
County, New Mexico? |

A Yés, sif.

0 And you did the coﬁsulting geology for this
project we have here?

A . Yes, sir, I did.

MR. KELLAHIN: We tender Mr. Schneidér
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11
'‘as an expert petrolgum geologist.
MR.*STOGNER: Mr. Schneider is
qualified. |
0. Mr. Schneider, lét me direct your attention

to what wefve mafked as Exhibit_Nupber Six.
Wbuld you identify for us what Exhibit Num-
ber Six is?

A Exhibit Number Six is a geologic structure
map on the top of the Yates formation in the Jalmat Field
area, but more specifically covering the prospect section,
26, 24 South, 35 East. |

0}  all right, what is the primaiy formation

within the Jalmat Pool that you're looking to test, Mr.

Schneider?
A, Well, we -- the formations that we plan to
test are the -- primarily the Seven Rivers, and then at a

later daté, when the gas situation imprbves, possibly coming
back to the'Yates formation.

0. A1l right. Those formations have a proratio
unit consisting of 40 acres, do they not?

A . Yes, sir.

0. All right. Would you identify for us on

your structure map the location of the 40-acre proration

unit?
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A It's in the southeast quarter of the south-
west quarter -of Section 26, 24 South, 36 East.. )

0. | It's identified on your map by the green
shading?

A Yes, sir.

0 ; All right, sir. I note that there is --
well, Qhat is the location of the weli itself?

A. '~ The location that we've proposed to drill

is 2310 from the west line and 990 from the south line of
Section 26.

0. All right, that's.the double circle within
fhe 40-acre -- |

A Yes, sir.

0. -- proration unit? And that's a standard
loéation fbr a 40-acre proratién unit, is it not?

A Yes, sir.

0. I see a well in the center of this 40-acre
tract. Whaﬁ is that?

A The well in the center of the tract is a
well that was drilled years ago to —-- down into the Se?en
Rivers Reef, but was abandoned in the late forties --

0 And by --

A, 1940's.

Q The diagonal slash through the blue dot in-
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dicates it's an abandoned well.

A : ‘Yes, sir.
0. All right. I notice that immediately south
in the proration —-- in the adjoining seétion~to the sbuth

there is also a well. What is the --

‘A " Yes, sir, that's --

Q. -- status of that well?
A That is -- that was abandoned in the late

forties, also.

0. Okay, and then going to thé'west of this
proration unit, in the Conoco Gates 40 écres, there is also
a well symbol., What is that one?

A Well, that well is also abandoned. It pro-—
duced‘from the Reef. There's é'well north of it t@at is pro-
ducing, presently producing, from the Reef.

The Reef wells in here make a very high
water cut and very low oil cut.

o Immediate;y north there is a yellow well
symbol. What is that well?

A, ) That is an abandoned -- that =-- thét ori-

‘ginally was a Reef well plugged back thé late -- Yates and

later abandoned.
0. Mr. Schneider, you've identified for us

four abandoned wells that have tested this fbrmation.‘.In
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your opinion is -- what is the risk involved in drilling this
well to this depth?

A ‘ Wéll, we —; we —- our plans are to drill

to the top of'the Reef but just take about two ofithree feet
of poroéity in the top of the Reef,‘with the hbpe that we
couldvdut’dqwﬁ the percentage. We expect to make Qater, but
cut down the percentage of water and-have a high enough oil
cut where it would be a commerciéi well.

0. | The Commission sets a maximum .percentage by
statute in pooling céses, Mr. Schneider, of a 200 percent
risk factor.

A Uh-huh.

0. In relation to that statutory maximum,

where would you place the risk involved in drilling and com-

pléting a commercial well as you propose here?

A We think the risk in the'Seven'Rivers Reef
is == is high because of the percent of %ater that you‘re
liable to encounter.

A, Can you place a percentage number ﬁpon that
risk?

A I'd say 200 percent would be -- at least
200 percent risk.

Q0 All right, sir.

Was Exhibit Number Six prepared by you, sir]

D
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A Yes, sir.

0. -;All right,'ahd»in“your opinion, Mr. Schneide
will approvairof this appliéaﬁionlbé in the best inte;ést of
conservation,.fhe:?reventioniof waste, and the protection of
correlative rigﬁts? |

A . Yes, sir, IAthink.éo.. I think so.

MR.‘KELLAHIN: .That congludes our
examination of Mr.”Schneider.4

We move the intfoduction of Exhibits
One through Six.

MR. STOGNER: Exhibits One through

Six will be admitted into evidence.

CROSS EXAMINATION
BY MR. STOGNER:
0. Mr. Schneider, is the Capitan Reef part of

the Jalmat Pool?

' A, Yes, sir, I thought it was.
o ~ Okay.
A. I mean I call Capitan Seven Rivers in age,

and I believe the Jalmat includes Yates and Seven Rivers.
0. Okay. I just wanted that in the record.
MR.- STOGNER: I have no further

questions of Mr. Schneider.

r,
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Does anybody have any questions of
the witness? If not,vthey may. be excused.
A- ' .Thank you,:sir.
| MR. SEOGNER: Anything further in
Case‘Number 78627
MR. KELLAHIN: No, si»r.
.MR.‘STOGNER: If not, this case will

be taken under advisement.

(Hearing concluded.)
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