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1 HEARING EXAMINER: C a l l the he a r i n g back t o 

2 order at t h i s t i m e , and at t h i s time w e ' l l c a l l Case 

3 10092, A p p l i c a t i o n of Chevron USA, I n c . , f o r acreage 

4 r e d e d i c a t i o n , two nonstandard gas p r o r a t i o n u n i t s , 

5 simultaneous d e d i c a t i o n , and two unorthodox gas w e l l 

6 l o c a t i o n s , Lea County, New Mexico. 

7 Are t h e r e appearances i n t h i s case? 

8 MR. KELLAHIN: Mr. Examiner, I'm Tom 

9 K e l l a h i n of the Santa Fe law f i r m of K e l l a h i n , 

10 K e l l a h i n & Aubrey appearing on b e h a l f of the 

11 a p p l i c a n t . 

12 HEARING EXAMINER: Other appearances? 

13 MS. REUTER: Mr. Examiner, I'm Joanne 

14 Reuter of the Gallegos law f i r m appearing on b e h a l f of 

15 Doyle Hartman. 

16 HEARING EXAMINER: Are t h e r e any oth e r 

17 appearances? Mr. K e l l a h i n , y o u ' l l have w i t n e s s e s , and 

18 w i l l you have w i t n e s s e s , Miss Reuter? 

19 MS. REUTER: We'll have two w i t n e s s e s . 

20 (Witnesses sworn.) 

21 MR. KELLAHIN: Mr. Examiner, as a 

22 p r e l i m i n a r y m a t t e r , I would a p p r e c i a t e your d e c i s i o n 

23 on the q u e s t i o n of the n o t i f i c a t i o n here i n Case 10092 

24 i n which i t has been a d v e r t i s e d t h a t t h e r e are two 

25 unorthodox gas w e l l l o c a t i o n s i n v o l v e d i n the 
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1 a p p l i c a t i o n . 

2 I share w i t h you f o r your r e f e r e n c e a copy 

3 of the Eumont Gas L o c a t i o n Rules. I t appears t o me 

4 t h a t the Meyer B e l l Ramsey, No. 5 w e l l , t o be l o c a t e d 

5 i n the S e c t i o n 9 t r a c t , which i s the newest basin 

6 u n i t , t o be formed i n Se c t i o n 9, t h a t t h a t w e l l 

7 l o c a t i o n i s 990 from the south l i n e and 1,980 from t h e 

8 west l i n e of Se c t i o n 9, and t h a t the proposed 

9 nonstandard p r o r a t i o n u n i t a f t e r r e c o n f i g u r a t i o n f o r 

10 t h a t w e l l would c o n s i s t of 240 acres. And under t h e 

11 Eumont gas r u l e s t h e n , the spacing t h a t would apply i s 

12 shown under Rule 2-B, No. 4, and i t says: "The 

13 l o c a t i o n should be 660 t o one boundary and no c l o s e r 

14 than 990 t o the other boundary." 

15 I t appears t o me t h a t the new w e l l , which 

16 i s the Meyer B e l l Ramsey No. 5 w e l l i n S e c t i o n 9, w i l l 

17 be a t a standard l o c a t i o n . 

18 Other than t h a t , I t h i n k the docket 

19 c o r r e c t l y r e f l e c t s what I t h i n k the a p p l i c a n t i s 

20 see k i n g , but i t ' s u n c l e a r t o me as t o whether or not 

21 t h e r e i s any n e c e s s i t y t o di s c u s s or co n s i d e r the f a c t 

22 t h a t t h i s new w e l l i s at a unorthodox l o c a t i o n when 

23 the r u l e s appear t o p r o v i d e i t t o be a standard 

24 l o c a t i o n . 

25 HEARING EXAMINER: W e l l , Mr. K e l l a h i n , t h a t 
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1 appears t o be the case t h a t i t indeed i s a standard 

2 l o c a t i o n . As f a r as re a d v e r t i s e m e n t , I don't t h i n k 

3 t h a t t h a t ' s necessary. 

4 MR. KELLAHIN: Based upon t h a t , Mr. 

5 Examiner, we don't propose t o p r o v i d e t e s t i m o n y w i t h 

6 regards t o the s p e c i f i c n a t u r e of the l o c a t i o n . The 

7 issue as t o whether i t ' s unorthodox having been 

8 d e c i d e d , we don't propose t o disc u s s t h a t . 

9 HEARING EXAMINER: Okay. 

10 MS. REUTER: Can we go o f f the record j u s t 

11 a minute? 

12 (Thereupon, a d i s c u s s i o n was hel d 

13 o f f the rec o r d . ) 

14 MR. KELLAHIN: Mr. Examiner, Chevron seeks 

15 t o ref o r m two e x i s t i n g nonstandard Eumont gas spacing 

16 u n i t s . I n order t o c o n s o l i d a t e the acreage f o r the 

17 d r i l l i n g of a new w e l l , t o avoid any c o n f u s i o n , I may 

18 o f t e n r e f e r t o i t as "the new w e l l " because the new 

19 w e l l ' s name i s very s i m i l a r t o one of the two e x i s t i n g 

20 w e l l s . 

21 The e x i s t i n g w e l l , as you can see from t h e 

22 p l a t , has an e x i s t i n g 120-acre nonstandard p r o r a t i o n 

23 u n i t , and t h a t ' s the B e l l Ramsey No. 5. 

24 I n Se c t i o n 4, t h e r e i s another 120-acre 

25 nonstandard p r o r a t i o n u n i t d e d i c a t e d t o the B e l l 
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1 Ramsey No. 8. The new w e l l i s t o be l o c a t e d i n the 

2 40-acre t r a c t , which i s the southeast t o the southwest 

3 of n i n e , and t h a t ' s the Meyer B e l l Ramsey No. 5. The 

4 a p p l i c a n t proposes t o r e c o n f i g u r e the two e x i s t i n g 

5 spacing u n i t s so t h a t the No. 8 and the No. 5 w e l l 

6 w i l l be de d i c a t e d t o 160-acres co n t a i n e d w i t h i n 

7 S e c t i o n 4, and t h a t the new spacing u n i t f o r the new 

8 w e l l would be 240 acre s . 

9 Mr. A l Boh l i n g i s a p r o r a t i o n engineer f o r 

10 Chevron, and h i s t e s t i m o n y w i l l be t h a t a l l of the 

11 working i n t e r e s t owners w i t h i n the e x i s t i n g and the 

12 new spacing u n i t have no o b j e c t i o n t o the r e f o r m a t i o n 

13 of the spacing u n i t s t o p r o v i d e a new spacing u n i t f o r 

14 the new w e l l ; t h a t the two e x i s t i n g w e l l s c u r r e n t l y 

15 are m a r g i n a l w e l l s and lack the c a p a c i t y t o produce 

16 a l l the a l l o w a b l e c u r r e n t l y assigned t o the r e s p e c t i v e 

17 120-acre spacing u n i t s , and, t h e r e f o r e , i n order t o 

18 maximize the o p p o r t u n i t y f o r the recovery of 

19 hydrocarbons, the 80-acre t r a c t t h a t i s taken out from 

20 the e x i s t i n g spacing u n i t s w i l l be added t o what 

21 c u r r e n t l y i s u n d r i l l e d 160 ac r e s , being the east h a l f 

22 of the west h a l f of Se c t i o n 9. 

23 C o n s o l i d a t e d t o g e t h e r then w i l l more 

24 e f f e c t i v e l y and e f f i c i e n t l y develop the acreage 

25 i n v o l v e d w i t h the concurrence and consent of a l l those 
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1 i n t e r e s t owners t h a t share i n t h a t p r o d u c t i o n . And 

2 t h a t t h e r e w i l l be no d i l u t i o n of i n t e r e s t of the 

3 owners i n v o l v e d i n the e x i s t i n g w e l l . And those 

4 owners w i l l b e n e f i t then from the o p p o r t u n i t y t o d r i l l 

5 and develop the new w e l l and recover a d d i t i o n a l Eumont 

6 gas reserves . 

7 The proof i s t h a t Mr. Hartman has no 

8 i n t e r e s t i n e i t h e r of the two e x i s t i n g nonstandard 

9 u n i t s , nor w i l l he have an i n t e r e s t i n those u n i t s 

10 when t h e y ' r e r e c o n f i g u r e d , nor w i l l he have an 

11 i n t e r e s t i n the new spacing u n i t . 

12 He has a working i n t e r e s t i n the a d j o i n i n g 

13 S e c t i o n 8. He and Chevron have an i n t e r e s t i n the 

14 n o r t h e a s t q u a r t e r i n a d i f f e r e n t m a t t e r . The 

15 p r e h e a r i n g statement f i l e d by Mr. Hartman's counsel 

16 i n d i c a t e s t h a t Mr. Hartman supports the app r o v a l by 

17 t h i s D i v i s i o n of an order as requested by t h i s 

18 a p p l i c a n t i n Case 10092. 

19 The ap p r o v a l of t h i s a p p l i c a t i o n based upon 

20 Mr. A l Boh l i n g ' s t e s t i m o n y , i t i s our c o n t e n t i o n and 

21 our tender of p r o o f t h a t i t ' s an a p p r o p r i a t e 

22 r e s o l u t i o n of the s i t u a t i o n here where we w i l l have 

23 then the o p p o r t u n i t y t o maximize the p r o d u c t i o n , 

24 u t i l i z e a l l o w a b l e t h a t c u r r e n t l y i s not being 

25 u t i l i z e d , and f o r the b e n e f i t of those working 
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1 i n t e r e s t owners then w i l l have the o p p o r t u n i t y t o 

2 d r i l l t h i s new w e l l . 

3 That's what we propose t o show t o you t h i s 

4 a f t e r n o o n . 

5 HEARING EXAMINER: Would you l i k e t o make 

6 any statements at t h i s t i m e , Miss Reuter? 

7 MS. REUTER: C e r t a i n l y . I ' d f i r s t l i k e t o 

8 c o r r e c t something t h a t Mr. K e l l a h i n s a i d . We do 

9 support t h i s a p p l i c a t i o n c o n d i t i o n a l l y , on the 

10 c o n d i t i o n t h a t the s i m i l a r a p p l i c a t i o n s t h a t were 

11 f i l e d by Doyle Hartman t o e s t a b l i s h a nonstandard 

12 p r o r a t i o n u n i t a d j a c e n t t o t h a t proposed i n t h i s case, 

13 and Chevron's a p p l i c a t i o n i n Case No. 9949 t o 

14 e s t a b l i s h a 400-acre nonstandard p r o r a t i o n u n i t t o t h e 

15 west of Mr. Hartman's proposed nonstandard p r o r a t i o n 

16 u n i t , a l l be approved by the D i v i s i o n . 

17 We would oppose a p p r o v a l of the nonstandard 

18 u n i t a p p l i c a t i o n i n t h i s case i f Mr. Hartman's 

19 a p p l i c a t i o n i s not approved, the reason b e i n g , as the 

20 examiner knows, since he was the examiner i n t h a t 

21 case, Chevron came i n and o b j e c t e d t h a t t h e i r i n t e r e s t 

22 was being d i l u t e d . And, e s s e n t i a l l y , the a p p l i c a t i o n 

23 i n t h i s case p r o v i d e s f o r the same type of nonstandard 

24 p r o r a t i o n u n i t f o r the same reasons t h a t Hartman 

25 proposed h i s and f o r the same reasons t h a t the Chevron 
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1 a p p l i c a t i o n i n 9949 was approved. The t h r e e are the 

2 same. Chevron i s t a k i n g an i n c o n s i s t e n t p o s i t i o n i n 

3 Mr. Hartman's a p p l i c a t i o n w i t h t h a t being taken h e r e , 

4 and i t ' s our p o s i t i o n t h a t the D i v i s i o n should be f a i r 

5 and e q u i t a b l e among a l l p a r t i e s i n v o l v e d and approve 

6 a l l t h r e e . 

7 HEARING EXAMINER: I s t h a t a l l ? 

8 MS. REUTER: Yes. 

9 MR. KELLAHIN: Mr. K e l l a h i n , you can 

10 proceed. 

11 AL BOHLING, 

12 the wit 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 

13 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 : 

14 DIRECT EXAMINATION 

15 BY MR. KELLAHIN: 

16 Q. Mr. B o h l i n g , would you please s t a t e your 

17 name and o c c u p a t i o n . 

18 A. My name i s Alan B o h l i n g , and I'm a 

19 p r o r a t i o n engineer f o r Chevron, USA. 

20 Q. Have you t e s t i f i e d on p r i o r occasions 

21 b e f o r e the D i v i s i o n as a p r o r a t i o n engineer? 

22 A. Yes, s i r , I have. 

23 Q. Describe g e n e r a l l y what i t i s t h a t you do 

24 as a p r o r a t i o n engineer i n s o f a r as i t a p p l i e s t o the 

25 Eumont gas p r o d u c t i o n of your company. 
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1 A. Part of my d u t i e s as a p r o r a t i o n engineer 

2 w i t h Chevron r e l a t i v e t o the Eumont Pool and our 

3 o p e r a t i o n s i n the Eumont Pool are t o i n s u r e t h a t we do 

4 our best to comply w i t h OCD r e g u l a t i o n s i n p l a c i n g 

5 w e l l s and t h e i r a p p r o p r i a t e a s s o c i a t e d p r o r a t i o n 

6 u n i t s . 

7 Q. I n d i s c h a r g i n g those d u t i e s , have you made 

8 a s p e c i f i c examination of the producing r a t e s and the 

9 a l l o w a b l e s a v a i l a b l e t o the B e l l Ramsey No. 8 w e l l i n 

10 S e c t i o n 4? 

11 A. Yes, s i r , I have. 

12 Q. Have you a l s o made a study of those f a c t s 

13 s u r r o u n d i n g the B e l l Ramsey No. 5 w e l l , a l s o l o c a t e d 

14 i n Se c t i o n 4? 

15 A. Y e s , s i r . 

16 MR. KELLAHIN: We tender Mr. Bohling as an 

17 expert p r o r a t i o n e n g i n e e r . 

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

19 Q. (BY MR. KELLAHIN) Mr. B o h l i n g , l e t me have 

20 you d i r e c t your a t t e n t i o n , s i r , t o what i s marked as 

21 E x h i b i t No. 1. Describe f o r us what t h i s i s . 

22 A. E x h i b i t No. 1 d e p i c t s what the c u r r e n t 

23 d e d i c a t e d and undedicated acreage i s a s s o c i a t e d w i t h 

24 our a p p l i c a t i o n here today. 

25 Q. Let's s p e c i f i c a l l y look at how you 
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1 c o l o r - c o d e d the d i s p l a y . What do the c o l o r s t e l l you? 

2 A. I n Se c t i o n 4 of Township 21 South, Range 36 

3 East, and p o r t i o n s of S e c t i o n 9 of Township 21 South, 

4 36 East, we have two 120-acre p r o r a t i o n u n i t s o u t l i n e d 

5 and hachured i n b l u e . W i t h i n those two i n d i v i d u a l 

6 p r o r a t i o n u n i t s , we have two w e l l s i n d i c a t e d w i t h a 

7 red marking. Those would be our Meyer B e l l Ramsey 

8 Well No. 8 l o c a t e d i n Lot 12 of Se c t i o n 4 and our B e l l 

9 Ramsey Well No. 5 l o c a t e d i n u n i t l e t t e r U of Se c t i o n 

10 4, Township 21 South, 36 East. 

11 Q. On the d i s p l a y t h e r e ' s a c o l o r code i n 

12 green. What i s t h a t ? 

13 A. Yes. That i s c u r r e n t l y undedicated 

14 acreage. I t ' s NMFU acreage, New Mexico Federal U n i t 

15 acreage. There's 160 acres t h e r e , and t h e r e are no 

16 w e l l s d e d i c a t e d t o t h a t acreage. 

17 Q. Who would be the o p e r a t o r of t h a t 

18 undedicated acreage? 

19 A. Conoco i s the o p e r a t o r of t h a t acreage. 

20 Q. Who are the working i n t e r e s t owners and 

21 t h e i r percentages as you understand them t o e x i s t ? 

22 A. Conoco as the o p e r a t o r has 25 percent 

23 working i n t e r e s t . Another working i n t e r e s t owner 

24 p a r t y i s Amoco a l s o w i t h 25 percent working i n t e r e s t . 

25 ARCO w i t h 25 percent working i n t e r e s t , and Chevron 
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1 w i t h 25 percent working i n t e r e s t . 

2 Q. To your knowledge, does Mr. Hartman have 

3 any i n t e r e s t i n the undedicated acreage i n Se c t i o n 9? 

4 A. To my knowledge, he does n o t . 

5 Q. Does he have any i n t e r e s t i n the c u r r e n t l y 

6 d e d i c a t e d acreage f o r e i t h e r the No. 8 or the No. 5 

7 w e l l ? 

8 A. No, s i r , he does n o t . 

9 Q. Let's examine the No. 8 spacing u n i t . What 

10 i s the c u r r e n t c l a s s i f i c a t i o n of the No. 8 w e l l e i t h e r 

11 as a mar g i n a l or a nonmarginal w e l l ? 

12 A. The No. 8 w e l l i s a m a r g i n a l , 120-acre u n i t 

13 w e l l . 

14 Q. When we examine the a l l o w a b l e a v a i l a b l e f o r 

15 the No. 8 w e l l , i t i s c a l c u l a t e d based upon 120 acres? 

16 A. Yes, s i r , i t i s . 

17 Q. Have you made a c a l c u l a t i o n of what i n your 

18 o p i n i o n i s the average a l l o w a b l e a v a i l a b l e t o t h a t 

19 w e l l on i t s e x i s t i n g 120-acre spacing u n i t ? 

20 A. The average a l l o w a b l e f o r t h i s w e l l over 

21 the l a s t year or 12 months i s 320 Mcf per day. 

22 Q. What i s the l a s t p r o r a t i o n schedule i n 

23 which you would have i n f o r m a t i o n a v a i l a b l e t o you from 

24 which t o c a l c u l a t e the a l l o w a b l e ? 

25 A. The August p r o r a t i o n schedule. 
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1 Q. I f you take the August p r o r a t i o n schedule, 

2 and usi n g the acreage f a c t o r a v a i l a b l e t o the No. 8 

3 w e l l , what would be the a l l o w a b l e a v a i l a b l e t o the No. 

4 8 w e l l ? 

5 A. I n t h a t case, the a l l o w a b l e would be 332 

6 Mcf per day. 

7 Q. What i s the most recent monthly p r o d u c t i o n 

8 a v a i l a b l e t o you on a d a i l y b a s i s from which t o 

9 determine on a d a i l y b a s i s what the w e l l i s a c t u a l l y 

10 doing ? 

11 A. Per the August p r o r a t i o n schedule, I 

12 b e l i e v e i t ' s June sales i s 153 Mcf a day. I f we look 

13 at the l a s t year's average producing r a t e over the 

14 l a s t 12 months, the producing r a t e f o r w e l l -- I'm 

15 s o r r y . We're t a l k i n g about Well No. 8. 

16 Q. Yes, s i r , No. 8 w e l l . Let's go back and 

17 s t a r t over. I t h i n k you were g i v i n g me the ot h e r 

18 i n f o r m a t i o n . 

19 A. R i g h t . 

20 Q. As t o the nonstandard p r o r a t i o n u n i t f o r 

21 the No. 8 w e l l , what i s your o p i n i o n f o r the a l l o w a b l e 

22 t h a t ' s a v a i l a b l e f o r t h a t w e l l t o produce? 

23 A. Over the l a s t 12 months, i t has an average 

24 a l l o w a b l e a v a i l a b l e t o i t of 320 Mcf per day. 

25 Q. As t o t h a t w e l l t h e n , how much of i t s 
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1 a l l o w a b l e i s i t a c t u a l l y p r o d ucing on a d a i l y basis? 

2 A. Over the l a s t y e a r , i t s average producing 

3 r a t e was 191 Mcf per day. 

4 Q. What i n your o p i n i o n then i s the 

5 approximate range of the unused a l l o w a b l e a v a i l a b l e 

6 f o r t h a t spacing u n i t ? 

7 A. Based on those two numbers I've j u s t c i t e d , 

8 t h a t would leave a margin of 129 Mcf a day, t h a t being 

9 the d i f f e r e n c e between the a l l o w a b l e and the producing 

10 r a t e . 

11 Q. I s t h a t , i n your o p i n i o n , s u f f i c i e n t margin 

12 of unused a l l o w a b l e t o support the d r i l l i n g of another 

13 w e l l on t h i s same nonstandard spacing u n i t ? 

14 A. No, s i r , i t i s n o t . 

15 Q. Let's t u r n now t o the No. 5 w e l l , B e l l 

16 Ramsey No. 5. 

17 A. R i g h t . 

18 Q. What, i n your o p i n i o n , i s the a l l o w a b l e 

19 a v a i l a b l e t o t h a t nonstandard spacing u n i t ? 

20 A. That i s a l s o a nonstandard 120-acre u n i t , 

21 and i t would a l s o have the same average a l l o w a b l e 

22 a v a i l a b l e t o i t of 320 Mcf per day. 

23 Q. That i s based upon --

24 A. Last year's average a l l o w a b l e , l a s t 12 

2 5 months. 
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1 Q. What, i n your o p i n i o n , i s the a c t u a l r a t e 

2 at which t h a t w e l l i s being produced on a d a i l y basis? 

3 A. Last year's average producing r a t e over the 

4 l a s t 12 months was 152 Mcf per day. 

5 Q. What, i n your o p i n i o n , as a p r o r a t i o n 

6 engineer i s the approximate volume on a d a i l y b a s i s of 

7 the unused a l l o w a b l e f o r t h a t spacing u n i t ? 

8 A. That would be i n the p r o x i m i t y of 168 Mcf 

9 per day. 

10 Q. I s t h a t s u f f i c i e n t unused a l l o w a b l e -- i s 

11 t h a t unused a l l o w a b l e s u f f i c i e n t t o support the 

12 d r i l l i n g of a second w e l l on t h a t e x i s t i n g spacing 

13 u n i t ? 

14 A. No, s i r , i t i s n o t . 

15 Q. Can you take the unused a l l o w a b l e f o r both 

16 the No. 8 w e l l and the No. 5 w e l l and add them 

17 t o g e t h e r i n some f a s h i o n and then have s u f f i c i e n t 

18 a l l o w a b l e t o support the d r i l l i n g of a new w e l l ? 

19 A. I f we combine Well No. 5's 120-acre u n i t 

20 w i t h Well No. 8's 120-acre u n i t t o make a 240-acre 

21 spacing u n i t , the average a l l o w a b l e based on the l a s t 

22 12 months a v a i l a b l e t o t h a t u n i t would be 639 Mcf per 

23 day. The combined producing r a t e over the l a s t 12 

24 months f o r those two w e l l s would be a p p r o x i m a t e l y 343 

25 Mcf per day. And t h i s would leave a margin or 
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1 d i f f e r e n c e between the a v a i l a b l e a l l o w a b l e and the 

2 pro d u c i n g r a t e of a p p r o x i m a t e l y 296 Mcf per day. 

3 Q. I s t h a t s u f f i c i e n t t o support the d r i l l i n g 

4 of a t h i r d w e l l then on the combined two e x i s t i n g 

5 nonstandard spacing u n i t s ? 

6 A. No, s i r , t o my knowledge, t h a t i s n o t . 

7 Q. Have you ex p l o r e d ways i n which t o take 

8 advantage of the unused a l l o w a b l e t h a t ' s l e f t over f o r 

9 each of these spacing u n i t s i n order t o j u s t i f y the 

10 d r i l l i n g of a new w e l l t o produce a d d i t i o n a l Eumont 

11 gas reserves? 

12 A. Yes, s i r , I have. That i s what we are here 

13 t o do today. We are proposing t o s i m u l t a n e o u s l y 

14 d e d i c a t e the B e l l Ramsey No. 5 and Well No. 8 t o a 

15 r e c o n f i g u r e d p r o r a t i o n u n i t of 160 ac r e s , which would 

16 be comprised of Lots 12 and 13 of Se c t i o n 4 and the 

17 west h a l f of the southwest q u a r t e r of S e c t i o n 4. This 

18 would f r e e up a p p r o x i m a t e l y 80 acres now co m p r i s i n g 

19 the west h a l f of the northwest q u a r t e r of S e c t i o n 9, 

20 t o which we would l i k e t o add 160 ac r e s , c o m p r i s i n g 

21 the east h a l f of the west h a l f of S e c t i o n 9, which i s 

22 c u r r e n t l y u n d e d i c a t e d , making a 240-acre u n i t i n 

23 S e c t i o n 9. 

24 Q. Let me d i r e c t your a t t e n t i o n t o E x h i b i t No. 

25 2. What have you d i s p l a y e d on t h a t e x h i b i t ? 

CUMBRE COURT REPORTING 
(505) 984-2244 



18 

1 A. This e x h i b i t d i s p l a y s what I have j u s t 

2 d e s c r i b e d as what we would l i k e t o do w i t h the acreage 

3 and w e l l c o n f i g u r a t i o n i n t h i s area. The hachured 

4 y e l l o w i n Se c t i o n 4 would be the 160-acre 

5 s i m u l t a n e o u s l y d e d i c a t e d acreage t o the B e l l Ramsey 

6 Well No. 5 and B e l l Ramsey No. 8, and the hachured 

7 y e l l o w d e s i g n a t e d o u t l i n e i n Se c t i o n 9 would be the 

8 240-acre u n i t t h a t we would l i k e t o d e d i c a t e t o a new 

9 w e l l t h a t we propose t o d r i l l , 990 f e e t from t h e south 

10 l i n e and 1,980 f e e t from the west l i n e , t h a t w e l l 

11 being the Meyer B e l l Ramsey No. 5. 

12 Q. Let me ask you t o focus your a t t e n t i o n on 

13 the reformed spacing u n i t f o r the 8 and 5 w e l l t h a t 

14 w i l l i n c l u d e the y e l l o w acreage w i t h i n S e c t i o n 4; a l l 

15 r i g h t , as t o t h a t spacing u n i t ? 

16 A. Yes, s i r . 

17 Q. When you examine the a l l o w a b l e under the 

18 r e c o n f i g u r e d spacing u n i t f o r t h a t new 160 ac r e s , w i l l 

19 you have s u f f i c i e n t a l l o w a b l e a v a i l a b l e t o those two 

20 e x i s t i n g w e l l s so t h a t they are not r e s t r i c t e d by the 

21 a l l o w a b l e ? 

22 A. Yes, s i r , we w i l l . 

23 Q. For the i n t e r e s t owners i n v o l v e d i n the 

24 e x i s t i n g nonstandard u n i t s f o r the No. 5 and the No. 4 

25 w e l l , do you have an o p i n i o n as t o whether or not 
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1 t h e i r i n t e r e s t s are going t o be d i l u t e d by t a k i n g out 

2 the 80 acres and adding i t i n t o the u n d r i l l e d and 

3 undedicated acreage f o r the new w e l l ? 

4 A. The acreage i n v o l v e d here i s i n the B e l l 

5 Ramsey l e a s e , which i s a 100 percent working i n t e r e s t 

6 lease w i t h Chevron. And by r e d e d i c a t i n g the 80 acres 

7 t o 240-acre new w e l l , we do not see t h a t t h a t i s 

8 d i l u t i n g the i n t e r e s t , p r i n c i p a l l y because the 

9 p r o d u c t i o n from Well No. 5 and Well No. 8 are 

10 m a r g i n a l , and t h e r e w i l l be no change t o t h a t 

11 p r o d u c t i o n and where i t ' s being a l l o c a t e d t o . 

12 Q. W i l l the i n t e r e s t owners then i n t h e 

13 r e c o n f i g u r e d spacing u n i t f o r the No. 5 and the No. 8 

14 w e l l share i n t h a t p r o d u c t i o n based upon the new 

15 spacing u n i t ? 

16 A. They w i l l not share i n the p r o d u c t i o n from 

17 Wells No. 5 and No. 8. 

18 Q. I confused you. I'm si m p l y d e a l i n g w i t h 

19 the r e c o n f i g u r e d spacing u n i t w i t h i n S e c t i o n 4. 

20 A. Yes. The p a r t i e s i n v o l v e d i n t h e 

21 r e c o n f i g u r e d acreage i n Se c t i o n No. 4 w i l l r e c e i v e 

22 a p p r o x i m a t e l y 33 percent of the p r o d u c t i o n i n the new 

23 w e l l l o c a t e d i n Se c t i o n 9. 

24 Q. As t o the p r o d u c t i o n from the o l d w e l l s , 

25 the No. 8 and the o l d No. 5, w i l l t h a t p r o d u c t i o n be 
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1 r e q u i r e d t o be shared w i t h the i n t e r e s t owners i n the 

2 undedicated t r a c t ? 

3 A. No, i t w i l l n o t . 

4 Q. Are you asking any of the e x i s t i n g i n t e r e s t 

5 owners t o take p r o d u c t i o n out of the No. 8 and the No. 

6 5 w e l l and have t h a t a p p l i e d f o r t o pay f o r the new 

7 w e l l ? 

8 A. No, we a re not . 

9 Q. Do you a n t i c i p a t e a need t o f o r c e - p o o l any 

10 working i n t e r e s t owners i n any of these spacing u n i t s 

11 i n order t o c o n s o l i d a t e t h a t acreage f o r the d r i l l i n g 

12 of the new w e l l ? 

13 A. No. We have a l r e a d y asked the working 

14 i n t e r e s t owners i n the c u r r e n t undedicated NMFU 

15 p r o p e r t y , the 160 acres I've p r e v i o u s l y d e s c r i b e d i n 

16 S e c t i o n 9, and th e y are a l l i n f a v o r and w i l l i n g t o 

17 e i t h e r p a r t i c i p a t e or farm out i n the process of 

18 form i n g t h i s 240-acre new w e l l u n i t . 

19 Q. W i l l a pproval of t h i s a p p l i c a t i o n , Mr. 

20 B o h l i n g , change i n a m a t e r i a l way any of the 

21 components by which the e x i s t i n g No. 5 w e l l competes 

22 f o r Eumont gas reserves from any Eumont gas w e l l 

23 l o c a t e d i n the n o r t h e a s t q u a r t e r of 8? 

24 A. No, s i r , i t w i l l n o t . I t s producing r a t e 

25 w i l l s t a y the same. 

CUMBRE COURT REPORTING 
(505) 984-2244 



21 

1 Q. I n your o p i n i o n , do you see any c o r r e l a t i v e 

2 r i g h t s impairment by the app r o v a l of t h i s a p p l i c a t i o n ? 

3 A. No, I do n o t . The r i g h t s of the p a r t i e s 

4 i n v o l v e d i n our r e c o n f i g u r a t i o n t o me stand t o gain 

5 t h r o u g h t h i s b e t t e r u t i l i z a t i o n of excess a l l o w a b l e . 

6 Q. Let me d i r e c t your a t t e n t i o n t o E x h i b i t No. 

7 5 . 

8 MS. REUTER: Excuse me, d i d you say E x h i b i t 

9 No. 5? 

10 MR. KELLAHIN: I d i d , and i t ' s No. 3. 

11 Q. E x h i b i t No. 3, i s t h i s something you 

12 pre p a r e d , Mr. Bohling? 

13 A. Yes, i t i s . 

14 Q. What's the purpose of the e x h i b i t ? 

15 A. I was a t t e m p t i n g t o show by t h i s e x h i b i t 

16 t h a t t h r o u g h the combining of the p r o d u c t i o n from Well 

17 No. 5 and Well No. 8, t h a t t h a t p r o d u c t i o n w i l l not be 

18 c u r t a i l e d or r e s t r i c t e d when we apply t h a t p r o d u c t i o n 

19 t o a 160-acre p r o r a t i o n u n i t and a l l o w a b l e . 

20 C u r r e n t l y , the Well No. 5 i s , over the l a s t 

21 12 months, i s averaging 152 Mcf per day. The Well No. 

22 8, over the l a s t 12 months, has averaged a p p r o x i m a t e l y 

23 191 Mcf per day, f o r a t o t a l combined p r o d u c t i o n over 

24 the l a s t 12 months averaging 343 Mcf per day. 

25 I've a l s o shown t h a t the 160-acre a l l o w a b l e 
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1 averaged over the l a s t 12 months i s a p p r o x i m a t e l y 426 

2 Mcf per day, and t h i s w i l l leave a margin on an 

3 average b a s i s of 83 Mcf per day, which i l l u s t r a t e s 

4 t h a t the B e l l Ramsey No. 5 and B e l l Ramsey No. 8 are 

5 ma r g i n a l producing w e l l s . 

6 I've a l s o i n d i c a t e d on t h i s as notes t h a t 

7 we are c u r r e n t l y a n t i c i p a t i n g a p p r o x i m a t e l y 450 Mcf a 

8 day of p r o d u c t i o n from our new w e l l , and t h a t the B e l l 

9 Ramsey lease's p r o p o r t i o n a t e share of t h a t 450 Mcf a 

10 day would be a p p r o x i m a t e l y 150 Mcf a day; so they 

11 would stand t o improve by 150 Mcf a day. 

12 Q. From your p e r s p e c t i v e as a p r o r a t i o n 

13 e n g i n e e r , Mr. B o h l i n g , do you see t h a t your proposed 

14 r e c o n f i g u r a t i o n of the spacing u n i t s f o r t h i s case i s 

15 i d e n t i c a l t o what Mr. Hartman seeks t o accomplish i n 

16 the o f f s e t t i n g p r o p e r t i e s ? I b e l i e v e t h a t was case 

17 No. 9994. 

18 A. The p r i n c i p a l d i f f e r e n c e I see between Mr. 

19 Hartman's case and the case t h a t we are p r e s e n t i n g 

20 here today i s t h a t we are not d i l u t i n g any i n t e r e s t i n 

21 the working i n t e r e s t owners, nor are we t a k i n g 

22 proceeds or p r o d u c t i o n from any e x i s t i n g p r o d u c t i o n t o 

23 apply towards the paying of our new w e l l . 

24 Q. Chevron has an i n t e r e s t i n the spacing u n i t 

25 t h a t Mr. Hartman i s a t t e m p t i n g t o form i n Case 9994? 
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1 A. Yes, s i r , we do. 

2 Q. That i n t e r e s t i s being s u b j e c t t o the 

3 f o r c e d - p o o l i n g procedures of the D i v i s i o n ? 

4 A. Yes, i t i s . 

5 Q. To the best of your knowledge, Mr. Hartman 

6 has no i n t e r e s t i n your spacings u n i t s t h a t are the 

7 s u b j e c t of t h i s case? 

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

9 MR. KELLAHIN: That concludes my 

10 examination of Mr. B o h l i n g . We'd move the 

11 i n t r o d u c t i o n of h i s E x h i b i t s 1 , 2, and 3. 

12 HEARING EXAMINER: E x h i b i t s 1 , 2, and 3 

13 w i l l be a d m i t t e d i n t o evidence. 

14 Miss Reuter. 

15 MS. REUTER: Thank you. 

16 CROSS-EXAMINATION 

17 BY MS. REUTER: 

18 Q. Mr. B o h l i n g , are the B e l l Ramsey Wells 

19 Numbers 5 and 8 c u r r e n t l y p r o d ucing at c a p a c i t y ? 

20 A. Yes, they a r e . 

21 Q. On E x h i b i t 1 , i f you would look at t h a t f o r 

22 me, p l e a s e , the green o u t l i n e showing the 160 acres 

23 t h a t are not c u r r e n t l y d e d i c a t e d t o a Eumont w e l l , can 

24 you t e l l me whether t h a t 160 acres has ever been 

25 committed t o a Eumont p r o r a t i o n u n i t ? 
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1 A. To my knowledge, i t has n o t . 

2 Q. I b e l i e v e e a r l i e r i n your t e s t i m o n y you 

3 s t a t e d t h a t the average a l l o w a b l e f o r the past 12 

4 months f o r the 120-acre p r o r a t i o n u n i t c o n t a i n i n g the 

5 B e l l Ramsey No. 8 was 320 Mcf per day? 

6 A. The average a l l o w a b l e over the l a s t 12 

7 months, yes. 

8 Q. When d i d t h a t p e r i o d end? What were the 12 

9 months you were speaking of? 

10 A. Twelve months would be from August 1989 t o 

11 J u l y of 1990. 

12 Q. Wasn't the June a l l o w a b l e f o r an acreage 

13 f a c t o r of 1 i n the Eumont Gas Pool increased t o 600 

14 Mcf per day? 

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

16 Q. How d i d t h a t compare t o the a l l o w a b l e s t h a t 

17 had occurred p r e v i o u s t o t h a t i n the Eumont Gas Pool 

18 f o r an acreage f a c t o r of 1? 

19 A. There were two or t h r e e other months 

20 p r e v i o u s t o June's a l l o w a b l e t h a t were a l s o at 

21 a p p r o x i m a t e l y 600 Mcf a day a l s o . The p r i o r month of 

22 A p r i l was down around 240 Mcf a day. 

23 Q. Can you t e l l me what i t was f o r a l l of 

24 those months d u r i n g t h a t year? 

25 A. Y e s , I can. 
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1 Q. Would you please do so f o r me. 

2 A. For the month of August 1989, I c a l c u l a t e d 

3 160-acre a l l o w a b l e of 299 Mcf per day. For September 

4 of 89, I c a l c u l a t e d 284 Mcf per day. For October of 

5 89, 375. November of 89, 348 Mcf a day. December of 

6 89, 244 Mcf per day. January of 90, 581 Mcf per day. 

7 February of 90, I c a l c u l a t e d 643 Mcf per day 

8 a l l o w a b l e ; I used 28 days f o r t h a t month. March of 

9 90, 581 Mcf per day. A p r i l of 90, 240 Mcf per day. 

10 May of 90, 581 Mcf per day. June of 90, 600 Mcf per 

11 day. And J u l y of 90, 348 Mcf per day. 

12 Q. You s t a t e d a l s o t h a t the average d a i l y 

13 p r o d u c t i o n from the B e l l Ramsey No. 8 was 191 Mcf per 

14 day? 

15 A. Yes, ma'am. That was over t h a t same p e r i o d 

16 of t i m e , the l a s t 12 months. 

17 Q. And the average d a i l y p r o d u c t i o n f o r the 

18 B e l l Ramsey Well No. 5 was 152 Mcf per day; c o r r e c t ? 

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

20 Q. And the t o t a l i s 343 Mcf per day? 

21 A. Yes, ma1 am. 

22 Q. So i f you combine p r o d u c t i o n from those two 

23 w e l l s d u r i n g , l e t ' s say, December of 89, August of 89, 

24 September of 89, f o r A p r i l of 90, you would have 

25 exceeded the a l l o w a b l e s , and those w e l l s would not 
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1 have been m a r g i n a l l y p r o d u c i n g ; i s t h a t c o r r e c t ? 

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

3 Q. Do you r e c a l l t e s t i f y i n g i n Case No. 9994 

4 t h a t at t h a t time -- l e t me back up a moment. Do you 

5 r e c a l l t e s t i f y i n g i n t h a t case on June 28, 1990? 

6 A. Yes, ma'am, I do. 

7 Q. Did you t e s t i f y at t h a t time f o r the 

8 p r e v i o u s 12 months, the average a l l o w a b l e f o r 120-acre 

9 p r o r a t i o n u n i t was 293 Mcf per day? 

10 A. The 292 Mcf per day was the average 

11 a l l o w a b l e f o r the year of 1989 f o r a 160-acre u n i t and 

12 not a 120-acre u n i t . 

13 Q. Okay. Thanks. Are you f a m i l i a r w i t h 

14 Chevron's o b j e c t i o n s i n Case No. 9994, Doyle Hartman's 

15 a p p l i c a t i o n f o r a nonstandard p r o r a t i o n u n i t t o the 

16 west of the p r o r a t i o n u n i t being proposed i n t h i s 

17 case? 

18 A. I'm aware of those o b j e c t i o n s , yes. 

19 Q. Are you aware t h a t the grounds of t h a t 

20 o b j e c t i o n were t h a t the percentage of working i n t e r e s t 

21 i n the new p r o r a t i o n u n i t of -- excuse me -- Chevron's 

22 working i n t e r e s t i n the new p r o r a t i o n u n i t t h a t would 

23 be cr e a t e d i n t h a t a p p l i c a t i o n would be d i l u t e d ? 

24 A. Yes. 

25 Q. I n the i n s t a n t case, maybe i f you look at 
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1 E x h i b i t -- l e t ' s look at E x h i b i t 2. I n the i n s t a n t 

2 case, Chevron now owns 100 percent of the working 

3 i n t e r e s t i n the p r o r a t i o n u n i t d e d i c a t e d t o the B e l l 

4 Ramsey No. 5; i s t h a t c o r r e c t ? 

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

6 Q. And Chevron, t h e r e f o r e , under the new 

7 p r o r a t i o n u n i t t h a t would be e s t a b l i s h e d as shown on 

8 E x h i b i t 2, Chevron t h e r e f o r e would own 100 percent of 

9 the working i n t e r e s t i n the west h a l f of the new 

10 p r o r a t i o n u n i t ; i s t h a t c o r r e c t ? 

11 A. They would have 100 per c e n t of the west 

12 h a l f of the northwest q u a r t e r of S e c t i o n 9, i f t h a t ' s 

13 what you're a s k i n g . 

14 Q. That's what I'm a s k i n g . Thank you. 

15 On the e a s t e r n p o r t i o n of the new p r o r a t i o n 

16 u n i t , what p o r t i o n of the working i n t e r e s t does 

17 Chevron have t h e r e ? 

18 A. I n the 160-acres c o m p r i s i n g the east h a l f 

19 of the west h a l f of S e c t i o n 9, Chevron has a 25 

20 percent working i n t e r e s t . 

21 Q. I f you combine the 100 per c e n t working 

22 i n t e r e s t i n the 80 acres i n the western p o r t i o n of 

23 t h a t p r o r a t i o n u n i t and Chevron's working i n t e r e s t i n 

24 the e a s t e r n s e c t i o n of the new p r o r a t i o n u n i t , i s n ' t 

25 i t c o r r e c t t h a t Chevron's working i n t e r e s t i n the 
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1 t o t a l p r o r a t i o n u n i t would be 50 percent? 

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

3 MS. REUTER: I don't have a n y t h i n g f u r t h e r . 

4 MR. KELLAHIN: No r e d i r e c t . 

5 CROSS-EXAMINATION 

6 BY HEARING EXAMINER: 

7 Q. Mr. B o h l i n g , you s a i d t h a t you a n t i c i p a t e d 

8 450 Mcf per day from the new w e l l ? 

9 A. That i s what our e n g i n e e r i n g a n a l y s i s 

10 w i t h i n our company came up w i t h , yes, s i r . 

11 Q. That's based on what, do you know? 

12 A. P r i n c i p a l l y e x i s t i n g w e l l s t o the s o u t h , 

13 the Texaco Coleman Well No. 3, I b e l i e v e , and I 

14 b e l i e v e they used the Texaco Coleman -- I b e l i e v e 

15 t h a t ' s S k e l l y B State No. 7 W e l l . 

16 I might add t h a t t h e r e have been two new 

17 w e l l s completed by Texaco i n the same two s e c t i o n s , 

18 the Coleman Well No. 6, which i s l o c a t e d i n u n i t 

19 l e t t e r G of Se c t i o n 16, 21 South, 36 East, and t h a t 

20 had a c a l c u l a t e d a c t u a l open f l o w p o t e n t i a l of 2.2 

21 m i l l i o n on May 22nd of 1990. 

22 Also Texaco -- excuse me, t h a t was the 

23 S k e l l y B Stat e No. 2. 

24 Texaco's Coleman No. 6 i n u n i t l e t t e r B of 

25 S e c t i o n 16, 21 South, 36 East, had a c a l c u l a t e d a c t u a l 
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1 open f l o w p o t e n t i a l of 848 Mcf per day on May 20 of 

2 90. R e l a t i n g t o these two recent c o m p l e t i o n s , t h e 450 

3 Mcf per day would be c o n s e r v a t i v e . 

4 Q. So i t could be much more? 

5 A. Yes, s i r . 

6 Q. What i s the c l o s e s t o f f s e t Eumont 

7 p r o d u c t i o n t o the proposed new w e l l ? 

8 A. From E x h i b i t No. 2, t h a t would be the 

9 ARCO's Ernest C. A t k i n s Well No. 9, l o c a t e d i n the 

10 southwest of the southeast q u a r t e r of Se c t i o n 9. 

11 Q. You c i t e d one i n U n i t G of Se c t i o n 16; i s 

12 t h a t c o r r e c t ? Would t h a t be another Eumont? 

13 A. That would be the new completed w e l l of 

14 Texaco, S k e l l y B Stat e No. 2 W e l l . 

15 Q. Are t h e r e any a d d i t i o n a l Eumont w e l l s i n 

16 the n o r t h h a l f of 16? 

17 A. There's S k e l l y B's Stat e Well No. 7 l o c a t e d 

18 i n u n i t l e t t e r E, and then they a l s o have -- t h e r e i s 

19 another w e l l l o c a t e d i n u n i t l e t t e r J of Se c t i o n 16. 

20 I'm not r e a l sure who has t h a t . I t looks l i k e 

21 Carpenter O i l & Gas. 

22 Q. There i s a Eumont w e l l , i t looks l i k e , i n 

23 U n i t A of 17? 

24 A. That i s c o r r e c t . That would be the 0. L. 

25 Coleman No. 3 Well of Texaco. 
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1 Q. Uni t P of Se c t i o n 8 i s another one? 

2 A. C o r r e c t . I t would be Chevron's B e l l S t a t e 

3 A No. 2 W e l l . 

4 Q. Do you know what the s t a t u s of these 

5 v a r i o u s w e l l s t h a t we've j u s t gone over i s i n terms of 

6 whether t h e y ' r e m a r g i n a l or nonmarginal i n the Eumont? 

7 A. I c o u l d n ' t c i t e those r i g h t now. I co u l d 

8 look them up on the p r o r a t i o n schedule. 

9 Q. I can do t h a t . Let me ask you, i n your 

10 o p i n i o n , by v i r t u e of forming t h i s b i g u n i t , you're 

11 going t o have a much higher a l l o w a b l e . Do you f e e l 

12 t h a t Chevron's g a i n i n g any k i n d of advantage over 

13 these o f f s e t o p e r a t o r s ? 

14 A. No, s i r , I don't b e l i e v e t h e r e w i l l be any 

15 advantage gained. We stand a chance, based on the 

16 p r o d u c t i o n I c i t e d t o the s o u t h , of a c t u a l l y being 

17 c u r t a i l e d depending on what the r a t e of the new w e l l 

18 comes i n a t . 

19 Q. Mr. B o h l i n g , on the docket f o r today i s an 

20 a d d i t i o n a l case t o e s t a b l i s h a minimum a l l o w a b l e i n 

21 the Eumont. Are you f a m i l i a r w i t h t h a t case? 

22 A. Yes, s i r . 

23 Q. I want t o ask you a h y p o t h e t i c a l q u e s t i o n . 

24 Answer i t i f you can. I f indeed a minimum a l l o w a b l e 

25 i s e s t a b l i s h e d f o r the Eumont, would t h i s r e f o r m a t i o n 

CUMBRE COURT REPORTING 
(505) 984-2244 



31 

1 of these p r o r a t i o n u n i t s be necessary? 

2 A. Yes, s i r , we f e e l t h a t i t would s t i l l be 

3 necessary i n order t o b e t t e r u t i l i z e the acreage i n 

4 t h a t area. There i s c u r r e n t l y a l l o w a b l e t h a t i s 

5 a v a i l a b l e t h a t ' s not being u t i l i z e d , and by 

6 r e c o n f i g u r i n g our acreage i n t h i s manner, we would be 

7 able t o u t i l i z e t h a t a l l o w a b l e . 

8 Q. That's o n l y assuming t h a t the new w e l l 

9 produces i n excess o f , say, 600 Mcf a day? I t would 

10 o n l y b e n e f i t you i n t h a t i n s t a n c e , i f the new w e l l was 

11 capable of prod u c i n g i n excess of 600 Mcf a day? 

12 A. C o r r e c t , or i f i t s p r o d u c t i o n would be able 

13 t o -- would be enough t o also make up f o r the 

14 a l l o w a b l e t h a t ' s not being u t i l i z e d . I t may not take 

15 a f u l l 600 t o make up the u n d e r u t i l i z e d p r o d u c t i o n or 

16 u n d e r u t i l i z e d a l l o w a b l e from Well No. 5. You're 

17 c o r r e c t . 

18 Q. So --

19 A. I was misund e r s t a n d i n g your q u e s t i o n f o r a 

20 minute. 

21 Q. Restated, assuming your new w e l l comes i n 

22 at l e s s than 600 Mcf a day, and assuming t h a t t he 

23 minimum a l l o w a b l e i s approved, i t would be of no 

24 b e n e f i t t o Chevron t o reconform these p r o r a t i o n u n i t s ; 

25 i s t h a t c o r r e c t ? 
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1 A. I f the new a l l o w a b l e i s set a t 600 Mcf a 

2 day --

3 Q. And the new w e l l was not capable of making 

4 600 Mcf a day? 

5 A. Then t h a t i s c o r r e c t , we would p r o b a b l y 

6 have t o go back t o r e c o n f i g u r i n g back t o what we are 

7 today. 

8 Q. Would you i n f a c t do t h a t i f a l l these 

9 assumptions came t r u e ? There's too many h y p o t h e t i c a l 

10 q u e s t i o n s out r i g h t now. Let's j u s t drop t h i s . I 

11 b e l i e v e t h a t ' s a l l I have a t t h i s t i m e . 

12 MR. KELLAHIN: We have n o t h i n g f u r t h e r , Mr. 

13 Examiner. 

14 MS. REUTER: I f I co u l d j u s t f o l l o w up on 

15 one q u e s t i o n t h a t you asked. 

16 HEARING EXAMINER: Okay. 

17 FURTHER CROSS-EXAMINATION 

18 BY MS. REUTER: 

19 Q. Mr. B o h l i n g , i f a minimum a l l o w a b l e were 

20 approved, wouldn't the combined p r o d u c t i o n of the B e l l 

21 Ramsey No. 5 and 8 be marginal? 

22 A. Yes, i t would. 

23 MS. REUTER: That's a l l I have. 

24 HEARING EXAMINER: The wi t n e s s may be 

2 5 excused. 
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1 MS. REUTER: I ' d l i k e t o c a l l Mr. Bryan 

2 Jones. 

3 BRYAN JONES, 

4 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 swor: 

5 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 : 

6 DIRECT EXAMINATION 

7 BY MS . REUTER: 

8 Q. Coul d you p l e a s e s t a t e your name and p l a c e 

9 of r e s i d e n c e . 

10 A. Bryan Ek. Jones, M i d l a n d , Texas. 

11 Q. By whom a re you employed? 

12 A. Do y l e Hartman. 

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

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

15 Q. How l o n g have you been a landman? 

16 A . About 17 y e a r s . 

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

18 O i l C o n s e r v a t i o n D i v i s i o n or o t h e r r e g u l a t o r y b o d i e s ? 

19 A. Yes, I have. 

20 Q • Have you had your c r e d e n t i a l s a c c e p t e d and 

21 made a m a t t e r of r e c o r d ? 

22 A. Yes , I have. 

23 Q. Has your t e s t i m o n y been q u a l i f i e d as t h a t 

24 of an e x p e r t ? 

25 A. Yes, i t has. 
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1 Q. Are you f a m i l i a r w i t h the a p p l i c a t i o n f i l e d 

2 i n the i n s t a n t case on b e h a l f of Chevron f o r a 

3 nonstandard p r o r a t i o n u n i t ? 

4 A. Yes, I am. 

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

6 by Doyle Hartman i n Case No. 9994 t o e s t a b l i s h a 

7 nonstandard p r o r a t i o n u n i t a d j a c e n t t o the p r o r a t i o n 

8 u n i t t h a t i s proposed by Chevron i n t h i s case? 

9 A. Yes, I am. 

10 Q. Are you f a m i l i a r w i t h Chevron's a p p l i c a t i o n 

11 i n case No. 9949 f o r a 400-acre nonstandard p r o r a t i o n 

12 u n i t a d j a c e n t t o and west of Hartman's proposed 

13 nonstandard p r o r a t i o n u n i t i n Case No. 9994? 

14 A. Y e s , I am. 

15 MS. REUTER: I ' l l tender the t e s t i m o n y of 

16 t h i s w i t n e s s as exp e r t t e s t i m o n y . 

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

18 Q. (BY MS. REUTER) Mr. Jones, have you 

19 prepared an e x h i b i t i n p r e p a r a t i o n f o r t e s t i m o n y i n 

20 t h i s case? 

21 A. Yes, I have . 

22 Q. I f you would look at t h a t e x h i b i t which we 

23 have marked as No. 1 , coul d you please t e l l me what i t 

24 shows. 

25 A. This i s a land map of a p o r t i o n of 
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1 southeast New Mexico, Lea County, southeast New 

2 Mexico, i n Township 21 South, Range 36 East, c o v e r i n g 

3 p o r t i o n s of Sections 4, 5, 6, 7, 8 and 9. 

4 I f we s t a r t down on the f a r r i g h t - h a n d 

5 corner of t h i s , the 240-acre p r o r a t i o n u n i t t h a t we 

6 have c o l o r e d i n pink i s the Case 10092 t h a t we are 

7 c u r r e n t l y h e a r i n g i n Chevron's proposed a p p l i c a t i o n 

8 f o r a 240-acre nonstandard Eumont p r o r a t i o n u n i t . 

9 Q. What i s r e f l e c t e d i n the ye l l o w ? 

10 A. Let me get t o t h a t i n one second; okay? I t 

11 al s o shows the l o c a t i o n of Chevron's proposed Meyer 

12 B e l l Ramsey No. 5 Well i n S e c t i o n 9. 

13 The y e l l o w o u t l i n e d e p i c t s what Mr. 

14 Hartman's proposed 280-acre nonstandard p r o r a t i o n u n i t 

15 was or i s i n Case No. 9994. I t shows the l o c a t i o n of 

16 our proposed Eumont i n f i l l w e l l , the S t a t e "A" Com No. 

17 5. And then moving on f u r t h e r t o the west, the other 

18 pink o u t l i n e shows Chevron's pending a p p l i c a t i o n , 

19 9949, which i s a 400-acre nonstandard Eumont p r o r a t i o n 

20 u n i t . And, a g a i n , i t shows Chevron's l o c a t i o n of i t s 

21 proposed Graham S t a t e NCTE No. 3 W e l l . 

22 Q. Mr. Jones, how does the i n s t a n t a p p l i c a t i o n 

23 r e l a t e t o Hartman's a p p l i c a t i o n i n Case No. 9994? 

24 A. The a p p l i c a t i o n at hand i s very s i m i l a r t o 

25 our a p p l i c a t i o n i n the f a c t t h a t Chevron i s d i l u t i n g 
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1 i t s own working i n t e r e s t by proposing t o form the 

2 240-acre Eumont p r o r a t i o n u n i t . 

3 We had i n our pro p o s a l i n our a p p l i c a t i o n 

4 i n Case 9994, had proposed t o d i l u t e t h e i r working 

5 i n t e r e s t by a p p r o x i m a t e l y 42 p e r c e n t . 

6 I n the case at hand, Case No. 10092, 

7 Chevron has v o l u n t a r i l y , a p p a r e n t l y , agreed t o reduce 

8 i t s working i n t e r e s t i n t h a t p r o r a t i o n u n i t by 

9 ap p r o x i m a t e l y 50 p e r c e n t . 

10 Q. So what i s Mr. Hartman's p o s i t i o n i n t h i s 

11 case? 

12 A. We are c o n d i t i o n a l l y opposed t o the 

13 app r o v a l of Chevron's c u r r e n t a p p l i c a t i o n r e g a r d i n g 

14 the proposed p r o r a t i o n u n i t i n S e c t i o n 9 due t o the 

15 f a c t t h a t i t would be i n c o n s i s t e n t w i t h t h e i r p o s i t i o n 

16 i n our case i n Sections 5 and 8. They have opposed 

17 our a p p l i c a t i o n due t o the f a c t t h a t they were 

18 o b j e c t i n g t o t h e i r d i l u t i o n of the i n t e r e s t when i n 

19 f a c t they have v o l u n t a r i l y done so i n t h e i r own 

20 a p p l i c a t i o n . 

21 Q. At t h i s time are t h e r e any p a r t i e s o t h e r 

22 than Chevron who are o b j e c t i n g t o Hartman's 

23 a p p l i c a t i o n i n Case 9994? 

24 A. No, t h e r e are n o t . We c u r r e n t l y have 

25 consent from a l l of the working i n t e r e s t owners w i t h i n 
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1 our proposed 280-acre p r o r a t i o n u n i t w i t h the 

2 e x c e p t i o n of Chevron. 

3 Q. Was t h e r e an attempt i n Hartman's 

4 a p p l i c a t i o n t o o b t a i n i n f o r m a t i o n concerning t h i s 

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

6 MR. KELLAHIN: O b j e c t i o n , Mr. Examiner. 

7 I r r e l e v a n t . 

8 MS. REUTER: I b e l i e v e t h a t i t i s r e l e v a n t 

9 t o show i n p a r t why t h e y ' r e examining witnesses and 

10 p r e s e n t i n g t e s t i m o n y i n t h i s case. 

11 MR. KELLAHIN: Mr. Examiner, I o b j e c t t o 

12 usi n g t h i s case as a forum by which Mr. Hartman can 

13 reargue h i s f o r c e d - p o o l i n g case. The Commission has 

14 t r e a t e d these as separate cases. 

15 I t h i n k we have Mr. Jones' t e s t i m o n y as t o 

16 why he t h i n k s t h e y ' r e the same. We're prepared t o 

17 show o t h e r w i s e . To t a l k about subpoenas i n the 

18 f o r c e d - p o o l i n g case f o r i n f o r m a t i o n which t h i s 

19 D i v i s i o n determined t o be beyond the scope of t h a t 

20 case i s what we're b e g i n n i n g t o touch upon. I t h i n k 

21 i t ' s i r r e l e v a n t and i m m a t e r i a l t o what you're doing 

22 here today, and we o b j e c t . 

23 MS. REUTER: Mr. Catanach, i t may be 

24 necessary, and I can't say t h a t i t d e f i n i t e l y w i l l , 

25 but i t may be necessary at some p o i n t t o attempt t o 
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1 i n c o r p o r a t e some of the i n f o r m a t i o n i n t h i s case i n 

2 our case or v i c e v e r s a . I t h i n k i t ' s i m p o r t a n t t o 

3 show t h a t t h i s i s the i n f o r m i n g t h a t we are seeking 

4 t h e r e , and t h a t we're not coming a day l a t e and a 

5 d o l l a r s h o r t i n a t t e m p t i n g t o b r i n g t h i s i n f o r m a t i o n 

6 t o your and the Commission's a t t e n t i o n . 

7 MR. KELLAHIN: I t ' s i n a p p r o p r i a t e , Mr. 

8 Examiner, t o use a landman as an ex p e r t w i t n e s s w i t h 

9 which t o argue her l e g a l p o i n t s , and she simply asked 

10 t h i s w i t n e s s about subpoenaed i n f o r m a t i o n . I f she 

11 wants t o t a l k about t h a t , l e t ' s t a l k about i t among 

12 l a w y e r s . I t ' s beyond the scope of the e x p e r t i s e of 

13 t h i s landman t o broach t h a t s u b j e c t . 

14 HEARING EXAMINER: Let's take a break at 

15 t h i s p o i n t , and I ' l l see Mr. K e l l a h i n and Miss Reuter 

16 o u t s i d e . 

17 (Thereupon, a d i s c u s s i o n was he l d 

18 o f f the re c o r d . ) 

19 HEARING EXAMINER: We're back on the 

20 r e c o r d . The o b j e c t i o n t h a t Mr. K e l l a h i n has set f o r t h 

21 w i l l be s u s t a i n e d i n t h i s case, and i f Miss Reuter 

22 would l i k e t o c i t e the f a c t u a l i n f o r m a t i o n t h a t came 

23 from the p r e v i o u s two cases, t h a t would be a p p r o p r i a t e 

24 i n a c l o s i n g - t y p e s t a t e m e n t . 

25 You may proceed, Miss Reuter. 
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1 Q. (BY MS. REUTER) Mr. Jones, i s i t Mr. 

2 Hartman's p o s i t i o n t h a t h i s pr o p o s a l w i l l p revent 

3 waste by p r e v e n t i n g the d r i l l i n g of unnecessary w e l l s 

4 at t h i s p o i n t i n time? 

5 A. Yes, i t i s . The reason being i s because 

6 f o r us t o p r o t e c t our c o r r e l a t i v e r i g h t s under a l l of 

7 Sections 5 and 8, i n the event our a p p l i c a t i o n i s 

8 denied i n Case 9994, i t w i l l n e c e s s i t a t e the d r i l l i n g 

9 of two w e l l s , one i n Se c t i o n 5 and one i n S e c t i o n 8. 

10 Q. Do you have a n y t h i n g t o add t o your 

11 t e s t i m o n y ? 

12 A. Yes, I do. 

13 Q. Aside from the subpoena? 

14 A. One other t h i n g . I t ' s our o p i n i o n t h a t the 

15 app r o v a l of Chevron's a p p l i c a t i o n s both i n Case 9949 

16 and i n the c u r r e n t case would c o n s t i t u t e waste a l s o i n 

17 t h a t Mr. Bo h l i n g has s t a t e d i n h i s t e s t i m o n y here 

18 today t h a t n e i t h e r one of the r e v i s e d p r o r a t i o n u n i t s 

19 would be capable of producing an a l l o w a b l e equal t o or 

20 i n excess of a 600 Mcf a l l o w a b l e i n the event t h a t i t 

21 were approved by the OCD. 

22 MS. REUTER: I have n o t h i n g f u r t h e r . 

23 HEARING EXAMINER: Mr. K e l l a h i n ? 

24 MR. KELLAHIN: Thank you, Mr. Examiner. 

25 CROSS-EXAMINATION 
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1 BY MR. KELLAHIN: 

2 Q. Mr. Jones, l e t me r e f e r you t o your e x h i b i t 

3 and d i r e c t your a t t e n t i o n t o the area o u t l i n e d f o r the 

4 Meyer B e l l Ramsey, 240 spacing u n i t . Are t h e r e 

5 c u r r e n t l y any prod u c i n g Eumont gas w e l l s i n t h e west 

6 h a l f of the northwest q u a r t e r of 9, t o your knowledge? 

7 A. Not c u r r e n t l y , no, s i r . 

8 Q. Does your i n f o r m a t i o n r e f l e c t t h a t the 

9 undeveloped t r a c t which i s the east h a l f , the west 

10 h a l f of 9 does not have a producing Eumont gas w e l l on 

11 i t ? 

12 A. At the c u r r e n t t i m e , i t does n o t . I t had 

13 one up u n t i l March of 1986. 

14 Q. Your i n f o r m a t i o n then would agree w i t h Mr. 

15 B o h l i n g t h a t the proposed nonstandard p r o r a t i o n u n i t 

16 i n S e c t i o n 9, the 240 ac r e s , c u r r e n t l y does not have 

17 i n i t an e x i s t i n g Eumont gas w e l l ? 

18 A. At the present t i m e , t h a t i s c o r r e c t . 

19 Q. When we look over i n t o S e c t i o n 8, i n t o Mr. 

20 Hartman's nonstandard u n i t , l o o k i n g at the n o r t h e a s t 

21 q u a r t e r of 8, which i s a p o r t i o n of t h a t u n i t , t h e r e 

22 i s an e x i s t i n g Eumont gas w e l l t h a t i s c o n t i n u i n g t o 

23 produce i n t h a t n o r t h e a s t q u a r t e r , i s i t not? 

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

25 Q. That's the No. 4 w e l l ? 
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1 A. That's c o r r e c t . 

2 Q. What i s the nonstandard p r o r a t i o n u n i t 

3 c u r r e n t l y d e d i c a t e d t o the No. 4 w e l l ? 

4 A. The n o r t h e a s t q u a r t e r of Se c t i o n 8. 

5 Q. When we move up i n t o S e c t i o n 5 and examine 

6 the balance of the proposed nonstandard u n i t f o r Mr. 

7 Hartman, the new w e l l , the No. 5, i s shown i n red? 

8 A. Y e s , s i r . 

9 Q. Are t h e r e any o t h e r , w i t h i n S e c t i o n 5, any 

10 other e x i s t i n g p r o d u c i n g Eumont gas w e l l s i n t h a t 

11 p o r t i o n of the spacing u n i t ? 

12 A. W i t h i n t h a t 120 acres? 

13 Q. Y e s , s i r . 

14 A. No, s i r , not at t h i s t i m e . 

15 Q. Am I c o r r e c t i n u n d e r s t a n d i n g t h a t Mr. 

16 Hartman's p r o p o s a l f o r the plan of o p e r a t i o n f o r h i s 

17 nonstandard spacing u n i t i s t o take the n o r t h e a s t 

18 q u a r t e r of 8 and apply t h a t t o the acreage i n S e c t i o n 

19 5 and put those two t o g e t h e r ? 

20 A. I t i s our i n t e n t , yes, s i r , t o combine the 

21 160 acres i n the n o r t h e a s t of 8 w i t h the 120 acres i n 

22 the southeast of 5. 

23 Q. I n doing so, you w i l l have t o 

24 s i m u l t a n e o u s l y d e d i c a t e the e x i s t i n g No. 4 w e l l t o the 

25 new No. 5 w e l l ? 
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1 A. That i s c o r r e c t . 

2 Q. Do you see any simultaneous d e d i c a t i o n over 

3 i n the Chevron proposed spacing u n i t i n S e c t i o n 9? 

4 A. There's none i n because t h e r e ' s not an 

5 a c t i v e w e l l r i g h t now. They plugged t h a t w e l l i n 

6 March of 86, and they converted t o a water i n j e c t i o n 

7 w e l l f o r the deeper w a t e r f l o o d u n i t i n t h e r e . 

8 Q. When we look at the Hartman nonstandard 

9 spacing u n i t t h e n , the pr o p o s a l t o those i n t e r e s t 

10 owners i s c u r r e n t l y e x i s t i n g Eumont gas p r o d u c t i o n 

11 from the No. 4 w e l l f o r which Chevron has a c u r r e n t 50 

12 percent i n t e r e s t i s t o be d i l u t e d t o i n c l u d e i n t e r e s t 

13 owners t h a t don't c u r r e n t l y share i n t h a t p r o d u c t i o n ; 

14 i s n ' t t h a t t r u e ? 

15 A. I'm not sure I understand your q u e s t i o n 

16 c o m p l e t e l y . 

17 Q. When you look at the n o r t h e a s t q u a r t e r , 

18 t h a t ' s c u r r e n t spacing u n i t f o r the No. 4 w e l l ? 

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

20 Q. Chevron has 50 per c e n t of t h a t , doesn't i t ? 

21 A. Yes, they do. 

22 Q. By adding i n the a d d i t i o n a l acreage i n 

23 S e c t i o n 5, i t reduces Chevron's share of a c t u a l 

24 c u r r e n t Eumont gas p r o d u c t i o n t o 28.5 p e r c e n t , doesn't 

25 i t ? 
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1 A. I f you take i n t o c o n s i d e r a t i o n the f a c t 

2 t h a t they don't g i v e any weight t o the proposed w e l l 

3 the y d r i l l , yes, i t w i l l r e s u l t i n a l o s s t o them, but 

4 you have t o gi v e some e f f e c t t o the w e l l t h a t we 

5 proposed t o d r i l l , and Mr. Stewart w i l l address t h a t 

6 l a t e r . 

7 Q. Part of Mr. Hartman's p l a n i s t o take the 

8 proceeds d e r i v e d from the No. 4 w e l l and apply i t t o 

9 the cost f o r d r i l l i n g t he No. 5 w e l l , i s n ' t i t ? 

10 A. On a pro r a t a b a s i s , yes, t h a t ' s c o r r e c t . 

11 Q. Do you see any of t h a t o c c u r r i n g over i n 

12 S e c t i o n 9 w i t h the Chevron proposed nonstandard u n i t ? 

13 A. There's not an a c t i v e w e l l over t h e r e at 

14 t h i s time as t o the Eumont f o r m a t i o n . 

15 Q. So those problems t h a t e x i s t w i t h Chevron 

16 and you i n No. 4 w e l l i n S e c t i o n 8 don't e x i s t i n the 

17 spacing u n i t i n 9, do they? 

18 A. I r e s p e c t f u l l y d i s a g r e e because they are 

19 agreeing t o a d i l u t i o n of t h e i r working i n t e r e s t over 

20 t h e r e , whether t h e r e i s an a c t i v e w e l l or n o t . 

21 MR. KELLAHIN: No f u r t h e r q u e s t i o n s . 

22 MS. REUTER: I have one q u e s t i o n . 

23 REDIRECT EXAMINATION 

24 BY MS. REUTER: 

25 Q. I s the n o r t h e a s t h a l f of the southeast 
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1 q u a r t e r of Se c t i o n 5 i n Mr. Hartman's proposed 

2 p r o r a t i o n u n i t d e d i c a t e d t o a w e l l ? 

3 A. No, i t i s n o t . I t has never been d e d i c a t e d 

4 t o the Eumont. I t has been d r a i n e d by su r r o u n d i n g 

5 leases f o r a p p r o x i m a t e l y 40 year s . 

6 Q. I s i t d e d i c a t e d t o a p r o r a t i o n u n i t ? 

7 A. No, i t i s n o t . 

8 MS. REUTER: I have n o t h i n g f u r t h e r . 

9 HEARING EXAMINER: The wit n e s s may be 

10 excused . 

11 MS. REUTER: I ' d l i k e t o c a l l Mike S t e w a r t . 

12 MICHAEL STEWART, 

13 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 

14 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 : 

15 DIRECT EXAMINATION 

16 BY MS. REUTER: 

17 Q. Mr. St e w a r t , would you s t a t e your name and 

18 place of residence? 

19 A. Michael S t e w a r t , M i d l a n d , Texas. 

20 Q. By whom are you employed? 

21 A. Doyle Hartman. 

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

23 A. Petroleum engineer. 

24 Q. How long have you been a petroleum 

2 5 eng inee r ? 
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1 A. Ap p r o x i m a t e l y s i x yea r s . 

2 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 

3 O i l Con s e r v a t i o n D i v i s i o n and other r e g u l a t o r y bodies? 

4 A. I have. 

5 Q. And had your c r e d e n t i a l s accepted as t h a t 

6 of an expert? 

7 A. I have t e s t i f i e d , and they have been 

8 accepted. 

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

10 nonstandard p r o r a t i o n u n i t f i l e d i n t h i s case by 

11 Chevron? 

12 A. Yes, I am. 

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

14 i n Case No. 9994 on b e h a l f of Doyle Hartman t o 

15 e s t a b l i s h a nonstandard p r o r a t i o n u n i t ? 

16 A. Y e s , I am. 

17 Q. Are you f a m i l i a r w i t h Chevron's a p p l i c a t i o n 

18 i n Case 9949 f o r a 400-acre nonstandard p r o r a t i o n 

19 u n i t ? 

2 0 A. I am. 

21 Q. Mr. St e w a r t , are you f a m i l i a r w i t h E x h i b i t 

22 No. 1 t h a t was i n t r o d u c e d by Mr. Jones? 

23 A. Y e s , I am. 

24 MS. REUTER: At t h i s t i m e , because I f o r g o t 

25 t o do i t when Mr. Jones was on the st a n d , I ' l l ask t o 
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1 admit E x h i b i t 1 . 

2 HEARING EXAMINER: E x h i b i t 1 w i l l be 

3 ad m i t t e d i n t o evidence. 

4 Q. (BY MS. REUTER) Mr. St e w a r t , w i l l you t e l l 

5 us what the purpose of Mr. Hartman's a p p l i c a t i o n i n 

6 Case 9994 was? 

7 A. F i r s t , Doyle Hartman's a p p l i c a t i o n was t o 

8 s i m u l t a n e o u s l y f o r c e - p o o l and combine 120 acres i n the 

9 southeast q u a r t e r of Se c t i o n 5, Township 21 South, 36 

10 East, Lea County, New Mexico, i n the Eumont Gas Pool. 

11 Of t h a t 120 acre s , the 80 acres c o n s i s t i n g of the 

12 n o r t h h a l f of the southeast q u a r t e r of Se c t i o n 5, has 

13 never been d e d i c a t e d t o a Eumont w e l l , has never had a 

14 Eumont w e l l d r i l l e d on i t . Along w i t h t h a t 120 ac r e s , 

15 we propose t o f o r c e - p o o l or t o combine the 160 acres 

16 n o r t h e a s t q u a r t e r of Se c t i o n 8 t o form one, 240-acre 

17 u n i t p o o l . 

18 Q. What do you understand the purpose of 

19 Chevron's a p p l i c a t i o n i n t h i s case t o be? 

20 A. I understand Chevron's a p p l i c a t i o n t o be 

21 s i m u l t a n e o u s l y d e d i c a t e the B e l l Ramsey No. 5 and the 

22 B e l l Ramsey No. 8, both l o c a t e d i n Se c t i o n 8 of 21 

23 36. Both w e l l s c u r r e n t l y have 120-acre p r o r a t i o n 

24 u n i t . That's an acre f a c t o r of .75. They w i l l 

25 s i m u l t a n e o u s l y d e d i c a t e those t o a new 160-acre 
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1 p r o r a t i o n u n i t , and take the balance of the 80 acres 

2 from the B e l l Ramsey No. 5 and combine i t w i t h t h e 

3 east h a l f of the west h a l f of Se c t i o n 9 t o form a 

4 240-acre p r o r a t i o n u n i t . And w i t h t h a t 240-acre 

5 p r o r a t i o n u n i t , d r i l l the proposed Meyer B e l l Ramsey 

6 No. 5. 

7 Q. Mr. Ste w a r t , what i s Mr. Hartman's goal i n 

8 h i s a p p l i c a t i o n ? What i s he u l t i m a t e l y t r y i n g t o 

9 achieve? 

10 A. The goal i n our a p p l i c a t i o n i s t o p r o t e c t 

11 c o r r e l a t i v e r i g h t s , and i n t h a t p r o t e c t i o n i s the 80 

12 acres Coke State "A" T r a c t i n S e c t i o n 5 t h a t ' s never 

13 been d r i l l e d nor d e d i c a t e d . I t ' s been d r a i n e d f o r 40 

14 some years by o f f s e t p r o d u c t i o n , p r i m a r i l y Chevron. 

15 The other goal i s t o prevent the d r i l l i n g 

16 of unnecessary w e l l s . 

17 Q. What do you understand Chevron's goal t o be 

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

19 A. I understand Chevron's goal i n t h i s 

20 a p p l i c a t i o n t o form a p r o r a t i o n u n i t b i g enough t h a t 

21 they can j u s t i f i a b l y and ec o n o m i c a l l y j u s t i f y d r i l l i n g 

22 a new w e l l , t h a t being the Meyer B e l l Ramsey No. 5. 

23 Q. What was the goal of Chevron's a p p l i c a t i o n 

24 i n Case 9949 i n pro p o s i n g a 400-acre nonstandard 

25 p r o r a t i o n u n i t ? 
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1 A. I b e l i e v e the goal i n t h a t Case 9949 i s t h e 

2 same as the goal i n t h e i r case t h a t ' s b e f o r e us tod a y , 

3 t o combine enough acreage t o e c o n o m i c a l l y develop the 

4 Eumont Gas Pool r e s e r v e s , i n t h e i r o p i n i o n . 

5 Q. What i s your o p i n i o n then of the goal i n 

6 the t h r e e cases compared t o each oth e r ? 

7 A. I t h i n k a l l t h r e e of us here -- excuse me 

8 -- both o p e r a t o r s , Doyle Hartman and Chevron, are here 

9 t o develop the Eumont f i e l d , t o prevent waste and 

10 produce some of the resources t h a t the S t a t e of New 

11 Mexico has. 

12 Q. Do you see any d i f f e r e n t i n the purposes 

13 and goals of the t h r e e ? 

14 A. No, no d i f f e r e n c e . 

15 Q. What was your u n d e r s t a n d i n g of Chevron's 

16 o b j e c t i o n i n Doyle Hartman's Case 9994? 

17 A. Chevron's o b j e c t i o n , as Bryan Jones touched 

18 on, was t h a t they would be going from a 50 percent 

19 working i n t e r e s t i n 160 acres t h a t has the S t a t e "A" 

20 No. 4 w e l l , which produces a p p r o x i m a t e l y 170 Mcf a day 

21 on i t -- i t would be going from a 50 percent working 

22 i n t e r e s t i n t h a t 160 acres t o a p p r o x i m a t e l y a 28 

23 percent working i n t e r e s t i n our proposed 280-acre 

24 p r o r a t i o n u n i t . 

25 They t a l k e d a l o t about d i l u t i o n . They 
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1 recognized t h a t t h e i r 28 percent working i n t e r e s t of 

2 the e x i s t i n g 170 Mcf per day would not be e q u i v a l e n t 

3 t o t h e i r c u r r e n t 50 percent working i n t e r e s t i n the 

4 170 Mcf per day, but they f a i l e d t o give any weight 

5 nor recognize the f a c t t h a t we propose an i n f i l l w e l l , 

6 the No. 5 w e l l , which we f e e l w i l l produce at above 

7 a l l o w a b l e l i m i t s . We'll have d e l i v e r a b i l i t y above 

8 a l l o w a b l e l i m i t s , thus f u l l y u t i l i z i n g our acreage, as 

9 Mr. Bo h l i n g s t a t e d e a r l i e r was one of Chevron's g o a l s , 

10 t o f u l l y u t i l i z e t h e i r acreage c o r r e s p o n d i n g t o 

11 a l l o w a b l e s . 

12 I t h i n k they a l s o f a i l e d t o overlook t h a t 

13 we presented b e f o r e the Commission i n our case some 

14 e s t i m a t e s and some d o l l a r f i g u r e s a t t r i b u t a b l e t o the 

15 State "A" No. 4 w e l l t o reimburse the owners as they 

16 e x i s t , t h a t being Hartman 50 p e r c e n t , Chevron 50 

17 percent f o r t h e i r w e l l b o r e . 

18 Q. Was i t your t e s t i m o n y i n t h a t case t h a t 

19 they were or were not i n f a c t being d i l u t e d ? 

20 A. I t i s my t e s t i m o n y t h a t they were not being 

21 d i l u t e d . 

22 Q. Have you prepared any e x h i b i t s t o r e f l e c t 

23 t h a t t e s t i m o n y i n t h i s case? 

24 A. I have. I have prepared one e x h i b i t t h a t 

25 i s -- I b e l i e v e t h a t you have. 
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1 Q. Marked No. 2? 

2 A. T h a t 1 s cor r e c t . 

3 Q. W i l l you please d e s c r i b e t o me what t h i s 

4 e x h i b i t shows. 

5 A. This e x h i b i t p r i m a r i l y shows Chevron's net 

6 ga i n i n w e l l s i n d e l i v e r a b i l i t y as we proposed under 

7 the Coke Sta t e "A" Com agreement, Case 9994. I t shows 

8 Chevron owning 50 percent of 160 acres i n the e x i s t i n g 

9 n o r t h e a s t q u a r t e r of S e c t i o n 8. Gross p r o d u c t i o n f o r 

10 the No. 4 w e l l based on 1989's averages was 155 Mcf 

11 per day. Chevron's 50 percent working i n t e r e s t of 

12 t h a t gross would be 78 Mcf per day. 

13 The next column I show the proposed e f f e c t 

14 of Chevron should t h i s acreage be f o r c e - p o o l e d . 

15 Chevron w i l l go from a 50 per c e n t working i n t e r e s t i n 

16 160 acres t o 28.5714 working i n t e r e s t i n 280 acres. 

17 T h e i r net acres are unchanged. 

18 On down t h e r e I show t h a t Chevron w i l l 

19 increase t h e i r net number of w e l l s . T h e y ' l l go from 

20 o n e - h a l f of the w e l l t o .57, more than o n e - h a l f of the 

21 w e l l a f t e r the u n i t i z a t i o n . 

22 F u r t h e r , I assume t h a t when we d r i l l the 

23 State "A" Com No. 5 w e l l , an i n f i l l Eumont w e l l , based 

24 on our past r e s u l t s , w i l l complete and have a w e l l 

25 t h a t ' s a top a l l o w a b l e w e l l . 
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1 A l l my c a l c u l a t i o n s are done based on 1989 

2 calendar year a l l o w a b l e s , t h a t being 293 Mcf a day f o r 

3 a 160-acre u n i t . 

4 Mr. Bo h l i n g r e f e r r e d t o the l a s t 12 months 

5 ru n n i n g a l l o w a b l e . I t h i n k we need t o look at t h a t 

6 and applaud Texaco f o r t h e i r e f f o r t s e a r l y on i n the 

7 year g e t t i n g t h e i r a l l o w a b l e s up, but we don't f e e l --

8 we're a l i t t l e b i t h e s i t a n t t o jump f o r w a r d w i t h the 

9 p r o j e c t i o n s of 600 a day or b e t t e r a l l o w a b l e s at t h i s 

10 t i m e . We've got a case pending, and we support t h a t 

11 f u l l y a f t e r t h i s case. But a l l my c a l c u l a t i o n s are 

12 based on 293 Mcf per day f o r 160 acre f a c t o r . 

13 We es t i m a t e t h a t the No. 5 w e l l w i l l be a 

14 t o p a l l o w a b l e w e l l . That means t h a t 280 acre 

15 p r o r a t i o n u n i t w i l l produce 513, or i t s a l l o w a b l e w i l l 

16 be 513 Mcf per day. We have a l l the confidence t h a t 

17 the w e l l can produce t h a t . Chevron's net share of 

18 t h a t p r o d u c t i o n , 28.57 p e r c e n t , would leave them w i t h 

19 147 Mcf per day. That shows a net gain t o Chevron of 

20 69 Mcf per day, plus a monetary adjustment f o r t h e i r 

21 w e l l b o r e . 

22 Q. I s t h e r e a n y t h i n g e l s e s i g n i f i c a n t about 

23 t h i s e x h i b i t t h a t you would l i k e t o p o i n t out? 

24 A. None a t t h i s t i m e . 

25 Q. Have you formed an o p i n i o n i n t h i s case, 
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1 and I don't want you t o go i n t o i t y e t , as t o whether 

2 Chevron i s being d i l u t e d i n t h i s a p p l i c a t i o n ? 

3 A. I don't b e l i e v e t h a t Chevron i s being 

4 d i l u t e d . I b e l i e v e t h a t they are s i m u l t a n e o u s l y 

5 d e d i c a t i n g two w e l l s , No. 8 and 5, which, based on 

6 1989 a l l o w a b l e l e v e l s , those w e l l s would be a l l o w a b l e 

7 c o n s t r a i n e d . They've taken two -- the No. 8 w e l l , I 

8 show, based on 1989's p r o d u c t i o n and 1989's a l l o w a b l e 

9 l e v e l s , t o be a nonmarginal w e l l , the No. 5 being a 

10 m a r g i n a l w e l l . When you add those two p r o d u c t i o n 

11 t o g e t h e r , you get p r o d u c t i o n i n excess of the 1989 

12 calendar year a l l o w a b l e l e v e l . 

13 I t appears t o me t h a t t h e y ' r e t a k i n g two 

14 w e l l s , one being a nonmarginal, one being a m a r g i n a l , 

15 based on 1989 calendar year c l a s s i f i c a t i o n s , and w i l l 

16 be f o r m i n g 160-acre p r o r a t i o n u n i t , a nonmarginal 

17 p r o r a t i o n u n i t . They've taken the 80 acres out of the 

18 120 acres d e d i c a t e d t o the B e l l Ramsey No. 5, which 

19 they own 100 p e r c e n t , and cooperated w i t h the ot h e r 

20 NMFU p a r t n e r s , t h a t being Amoco, Chevron, Conoco, and 

21 ARCO, t o combine t o form a 240-acre p r o r a t i o n u n i t . 

22 So t o answer your q u e s t i o n , I've prepared 

23 an e x h i b i t t h a t does not show Chevron being d i l u t e d i n 

24 t h e i r new proposed p r o r a t i o n u n i t . What I show i s 

25 them having a net g a i n i n p r o d u c t i o n almost e x a c t l y 
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1 s i m i l a r t o the net ga i n t h a t we giv e them c r e d i t f o r 

2 i n our proposed St a t e "A" Com. 

3 Q. Would t h a t be E x h i b i t No. 3? 

4 A. That's c o r r e c t . E x h i b i t No. 3 shows the 

5 e f f e c t t o Chevron based on the e x i s t i n g u n i t s and then 

6 the e f f e c t t o Chevron based on the proposed u n i t s . 

7 Notice the B e l l Ramsey No. 8, No. 5, and 

8 the Meyer B e l l Ramsey No. 5 as proposed. I n the B e l l 

9 Ramsey No. 8, e x i s t i n g u n i t , Chevron owns 100 percent 

10 of 120 acres. 1989's p r o d u c t i o n on t h a t p r o r a t i o n 

11 u n i t was a nonmarginal w e l l , produced 219 Mcf per 

12 day. Averaged t h r o u g h the year t h a t c o i n c i d e s w i t h 

13 the a l l o w a b l e 120-acre p r o r a t i o n u n i t at 1989 l e v e l s . 

14 The B e l l Ramsey No. 5, Chevron owns 100 

15 percent of t h a t . As i t e x i s t s t o d a y , i t i s a 120-acre 

16 p r o r a t i o n u n i t . 89 p r o d u c t i o n on t h a t was 165 Mcf per 

17 day. I t ' s a net t o Chevron of also 165 Mcf per day. 

18 I've i l l u s t r a t e d under the e x i s t i n g u n i t s a 

19 s u c c e s s f u l d r i l l i n g and c o m p l e t i o n of the Meyer B e l l 

20 Ramsey No. 5 on 160 acres as i t e x i s t s t o d a y , being 

21 the east h a l f of the west h a l f of S e c t i o n 9. 

22 I might have a l i t t l e b i t more confidence 

23 i n Chevron's a b i l i t y than Mr. Bo h l i n g does. I t h i n k 

24 they have a chance of g e t t i n g a good w e l l t h e r e . I n 

25 f a c t , we've t r i e d t o a c q u i r e t h a t acreage on many 
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1 occasions. But w i t h t h a t i n mind, I've given t h a t 

2 160-acre u n i t the t o p a l l o w a b l e w e l l which was based 

3 on 1989 l e v e l s of 293 Mcf a day. 

4 Chevron c u r r e n t l y owns 25 percent working 

5 i n t e r e s t i n t h a t NMFU p r o p e r t y , being 160 acre s , east 

6 h a l f of the west h a l f . That would be a net 73 Mcf a 

7 day t o Chevron's i n t e r e s t . 

8 When you sum a l l of the e x i s t i n g u n i t s , net 

9 p r o d u c t i o n t o Chevron, we show t h a t t h e i r net 

10 p r o d u c t i o n i s 457 Mcf per day. T h e i r net w e l l s would 

11 be 2.25, t h a t being t h e y own two w e l l s 100 p e r c e n t , 

12 and they would own a q u a r t e r of the Meyer B e l l 

13 Ramsey. 

14 I've extended the work sheet and shown the 

15 u n i t s as proposed, t h a t being t h e 160-acre B e l l Ramsey 

16 No. 5, and they s i m u l t a n e o u s l y d e d i c a t e d t o the 160-

17 acre u n i t s , Chevron owning 100 perc e n t of t h a t . 

18 There's two w e l l b o r e s t h a t they own 100 percent o f ; 

19 t h a t ' s two net w e l l b o r e s . I show p r o d u c t i o n on t h a t 

20 of 293 Mcf a day. As I s t a t e d e a r l i e r , when you 

21 combine the 1989 p r o d u c t i o n f o r the No. 8 and No. 5, 

22 i t ' s i n excess of the 1989 a l l o w a b l e f o r 160-acre 

23 p r o r a t i o n u n i t . So I've l i m i t e d t h e i r p r o d u c t i o n 

24 t h e r e t o 293 Mcf per day, c o n s i s t e n t w i t h the 1989 

25 a l l o w a b l e l e v e l . 
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1 Then I show Chevron owning h a l f . That 

2 would be 50 percent or 120 acres of the proposed 240-

3 acre Meyer B e l l Ramsey p r o r a t i o n u n i t . Here a g a i n , 

4 I've had con f i d e n c e i n Chevron t h a t t h e y ' l l have a 

5 s u c c e s s f u l c o m p l e t i o n and have a top a l l o w a b l e w e l l . 

6 Top a l l o w a b l e based f o r a 280-acre p r o r a t i o n u n i t 

7 based on 1989 l e v e l s again of 293 f o r 160 acres i s 439 

8 Mcf. Add t h e i r e x i s t i n g t o the proposed, you get 723 

9 Mcf -- or excuse me, you get 512 Mcf t o Chevron's net 

10 working i n t e r e s t . 

11 I f you take the d i f f e r e n c e from what they 

12 would have -- the d i f f e r e n c e from what they've 

13 proposed from the e x i s t i n g , you get 55 Mcf a day net 

14 i n c r e a s e t o Chevron. I t h i n k i t compares very r e a d i l y 

15 t o the 69 Mcf a day t h a t we show them or giv e i n p u t 

16 f o r on the proposed State "A" Com No. 4 and 5. 

17 MS. REUTER: At t h i s p o i n t I ' l l move the 

18 admission of E x h i b i t s 2 and 3. 

19 HEARING EXAMINER: E x h i b i t s 2 and 3 w i l l be 

20 a d m i t t e d as evidence. 

21 MR. KELLAHIN: We'll impose an o b j e c t i o n t o 

22 E x h i b i t No. 2. I t ' s not r e l e v a n t t o t h i s case. I t ' s 

23 an attempt t o reargue the f o r c e d - p o o l i n g case. We 

24 o b j e c t t o E x h i b i t No. 2. 

25 MS. REUTER: May I respond, or i s i t 
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1 a l r e a d y admitted? 

2 HEARING EXAMINER: No, i t ' s not a l r e a d y 

3 a d m i t t e d . You may respond. 

4 MS. REUTER: The reason E x h i b i t No. 2 i s 

5 r e l e v a n t i s because we're t r y i n g t o show the 

6 s i m i l a r i t i e s between the two cases, and E x h i b i t No. 2 

7 shows why Case No. 9994 i s s i m i l a r t o t h i s case, j u s t 

8 as E x h i b i t No. 3 shows the same t h i n g . They're 

9 b a s i c a l l y companion e x h i b i t s . 

10 HEARING EXAMINER: I'm going t o a l l o w t h a t 

11 i n , Mr. K e l l a h i n . E x h i b i t s 1 th r o u g h 3 w i l l be 

12 a d m i t t e d as evidence. 

13 Q. (BY MS. REUTER) Mr. St e w a r t , would you 

14 summarize f o r me why you see these two a p p l i c a t i o n s as 

15 s i m i l a r ? 

16 A. I see the a p p l i c a t i o n s being very s i m i l a r . 

17 We're a l l here t o t r y t o e f f e c t i v e l y produce and 

18 u t i l i z e the acreage t h a t we have i n the best i n t e r e s t 

19 of the s t a t e t o p r o t e c t the c o r r e l a t i v e r i g h t s and t o 

20 prevent the unnecessary d r i l l i n g of w e l l s . I b e l i e v e 

21 t h e y ' r e s i m i l a r i n t h a t r e s p e c t . 

22 Q. Any other respects? 

23 A. I would l i k e t o note t h a t Well No. 299 as 

24 i t shows on the p l a t was a Eumont w e l l t h a t was 

25 plugged i n 3 of 86 i n fa v o r of a water i n j e c t i o n 
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1 w e l l . That w e l l was making 120 Mcf per day. The NMFU 

2 group owned a q u a r t e r of t h a t . 

3 I t ' s k i n d of troublesome t o me t h a t Chevron 

4 i s p u t t i n g so much weight on the p r o d u c t i o n from the 

5 State "A" No. 4, t h a t being 155 Mcf a day i n 1989, and 

6 they e l e c t e d t o plug a w e l l t h a t was making 120 Mcf a 

7 day, and now we're back r e d r i l l i n g t h a t acreage 

8 f a c t o r , t h a t p r o r a t i o n u n i t . 

9 Q. Mr. Stew a r t , c o u l d you t e l l me whether Mr. 

10 Hartman's proposed w e l l and p r o r a t i o n u n i t would 

11 u t i l i z e the f u l l a l l o w a b l e f o r t h a t u n i t ? 

12 MR. KELLAHIN: O b j e c t i o n , Mr. Examiner. 

13 I've been very p a t i e n t , but we're g e t t i n g i n t o t h e 

14 other case e n t i r e l y . I t ' s not i m p o r t a n t f o r you t o 

15 decide t h a t . 

16 HEARING EXAMINER: I ' l l s u s t a i n the 

17 o b j e c t i o n . 

18 Q. (BY MS. REUTER) I n your o p i n i o n , would 

19 Mr. Hartman's p r o p o s a l i n the other case p r o t e c t 

20 c o r r e l a t i v e r i g h t s and prevent waste? 

21 MR. KELLAHIN: Same o b j e c t i o n , Mr. 

22 Examiner. 

23 MS. REUTER: I would j u s t add t h a t i t goes 

24 t o the very b a s i c purpose of the a p p l i c a t i o n which i s 

25 the same as the very b a s i c purpose of t h i s 
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1 a p p l i c a t i o n . 

2 MR. KELLAHIN: You've taken t h a t o t h er case 

3 under advisement, Mr. Examiner. I t ' s done and over 

4 w i t h . 

5 HEARING EXAMINER: I ' l l s u s t a i n t h a t as 

6 w e l 1 . 

7 Q. (BY MS. REUTER) Mr. St e w a r t , can you t e l l 

8 me whether Chevron recognizes the inc r e a s e d p r o d u c t i o n 

9 from the Stat e "A" i n t a l k i n g about d i l u t i o n ? 

10 MR. KELLAHIN: O b j e c t i o n . I t c a l l s f o r 

11 s p e c u l a t i o n on the p a r t of t h i s w i t n e s s as t o what 

12 Chevron i n t e n d s or re c o g n i z e s . 

13 MS. REUTER: I ' l l rephrase the q u e s t i o n t o 

14 be what Mr. Stewart understands. 

15 THE WITNESS: I understand Chevron's 

16 o b j e c t i o n t o be d i l u t i o n of t h e i r e x i s t i n g p r o d u c t i o n , 

17 and they get no weight nor recognize the incr e a s e d 

18 p r o d u c t i o n t h a t they w i l l b e n e f i t from a t o p a l l o w a b l e 

19 w e l l d r i l l e d i n S e c t i o n 5, t h a t being the State "A" 

20 Com No. 5. 

21 Q. (BY MS. REUTER) I s i t your u n d e r s t a n d i n g 

22 t h a t Chevron i n pro p o s i n g i t s Meyer B e l l Ramsey new 

23 w e l l does cons i d e r i n c r e a s e d p r o d u c t i o n from the 

24 proposed new w e l l ? 

25 A. I t ' s my un d e r s t a n d i n g t h a t they do 
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1 recognize i n c r e a s e d p r o d u c t i o n . 

2 Q. Do you have an o p i n i o n as t o whether 

3 Chevron's a p p l i c a t i o n p r e v e n t s waste and p r o t e c t s 

4 c o r r e l a t i v e r i g h t s ? 

5 A. I b e l i e v e t h a t t h e i r a p p l i c a t i o n does 

6 prevent waste. I b e l i e v e t h a t i t p r o t e c t s c o r r e l a t i v e 

7 r i g h t s . But I al s o b e l i e v e t h a t the Commission has 

8 got t o make c o n s i s t e n t r u l i n g s , and t h a t a l l o p e r a t o r s 

9 should have the same o p p o r t u n i t y t o develop the Eumont 

10 f i e l d . 

11 Q. Do you have an o p i n i o n as t o whether 

12 Chevron would be g a i n i n g an u n f a i r advantage over 

13 Hartman as an o f f s e t o p e r a t o r i f t h i s a p p l i c a t i o n were 

14 g r a n t e d and Hartman's were not? 

15 A. Yes, I do b e l i e v e t h a t Chevron would be 

16 g a i n i n g an u n f a i r advantage. I ' l l rephrase t h a t and 

17 say t h a t Chevron would be g a i n i n g an a d d i t i o n a l 

18 advantage. They've a l r e a d y been d r a i n i n g the State 

19 "A" acreage f o r a p p r o x i m a t e l y 40 years w i t h the 

20 m a j o r i t y of the o f f s e t w e l l s being owned and operated 

21 by Chevron. 

22 Q. Would you please summarize your t e s t i m o n y 

23 very b r i e f l y ? 

24 MR. KELLAHIN: She's asked him t h a t 

25 q u e s t i o n t w i c e now, Mr. Examiner. I t ' s r e p e t i t i v e . 
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1 HEARING EXAMINER: I s t h a t an o b j e c t i o n , 

2 Mr. K e l l a h i n ? 

3 MR. KELLAHIN: Yes, s i r . 

4 MS. REUTER: I can ask him i f he has 

5 a n y t h i n g t o add. 

6 MR. KELLAHIN: That's a nonresponsive 

7 q u e s t i o n . I t c a l l s f o r a n a r r a t i v e answer. I t ' s 

8 o b j e c t a b l e , Mr. Examiner. How many times are we going 

9 t o ask the w i t n e s s the same t h i n g and l e t him giv e h i s 

10 n a r r a t i v e c o n c l u s i o n s about t h i s case? 

11 HEARING EXAMINER: Mr. S t e w a r t , very 

12 b r i e f l y g i v e your summary. 

13 THE WITNESS: My summary i s I t h i n k Doyle 

14 Hartman and Chevron are out here t o do the same 

15 t h i n g . We're out here t o develop the Eumont f i e l d . 

16 We're out here t o cooperate. I t appears -- we're not 

17 t r y i n g t o stand i n Chevron's way. We j u s t want equal 

18 t r e a t m e n t . 

19 MS. REUTER: I ' l l pass the w i t n e s s . 

20 MR. KELLAHIN: No q u e s t i o n s . 

21 HEARING EXAMINER: I have no q u e s t i o n s of 

22 the w i t n e s s . He may be excused. 

23 Miss Reuter, would you l i k e t o giv e a 

24 c l o s i n g statement? 

25 MS. REUTER: Yes, I would, Mr. Examiner. 
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1 F i r s t , I would l i k e t o p o i n t o u t , as the 

2 Examiner p e r m i t t e d me t o do, t h a t the t e s t i m o n y t h a t 

3 we are e l i c i t i n g i n t h i s case and the a p p l i c a t i o n t h a t 

4 was f i l e d i n t h i s case was i n f o r m a t i o n and t e s t i m o n y 

5 t h a t we sought t o e l i c i t i n Case No. 9994. We had 

6 ob t a i n e d a Subpoena Duces Tecum from the Commission on 

7 June 22 a t t e m p t i n g t o d i s c o v e r Chevron's plans 

8 r e g a r d i n g the r e c o n f i g u r a t i o n of the two e x i s t i n g 

9 Eumont p r o r a t i o n u n i t s at issue i n t h i s case, and t h a t 

10 subpoena was quashed on June 25th by r u l i n g of the 

11 N.M. OCD. 

12 I t h i n k t h a t ' s i m p o r t a n t f o r the reasons 

13 s t a t e d e a r l i e r t h a t we f e l t at t h a t time t h i s 

14 i n f o r m a t i o n was p e r t i n e n t t o t h a t case, and we would 

15 request t h a t the Examiner con s i d e r i t when he i s 

16 c o n s i d e r i n g t h a t case, and v i c e v e r s a , c o n s i d e r 9994 

17 when he i s c o n s i d e r i n g t h i s case. 

18 I n summary though, our p o s i t i o n u l t i m a t e l y 

19 i s t o urge the a p p r o v a l of a l l t h r e e of the 

20 a p p l i c a t i o n s as e x p e d i t i o u s l y as p o s s i b l e . We f e e l 

21 t h a t i n t o t a l , they prevent waste and p r o t e c t 

22 c o r r e l a t i v e r i g h t s . We f e e l time i s of the essence i n 

23 these cases. I know Mr. Hartman wants t o d r i l l by the 

24 end of October t o meet the w i n t e r season. I f the 

25 a p p l i c a t i o n i s approved, he needs t o go ahead and 
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1 d r i l l . I f i t ' s not approved, h e ' l l need t o come i n 

2 and f i l e a few other a p p l i c a t i o n s so t h a t he can d r i l l 

3 two other w e l l s and cover the reserves i n t h a t area. 

4 I n the long r u n , i t i s our p o s i t i o n t h a t 

5 a l l t h r e e of these a p p l i c a t i o n s are i n the best 

6 i n t e r e s t s of the s t a t e t o maximize r e c o v e r y , maximize 

7 s t a t e revenues, and f u r t h e r the i n t e r e s t s of the O i l 

8 Co n s e r v a t i o n Act. 

9 However, as the witnesses have s t a t e d , we 

10 f e e l t h a t i t ' s necessary t h a t a l l the producers i n the 

11 area be f a i r l y t r e a t e d , t h a t Hartman's c o r r e l a t i v e 

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

13 because Chevron and oth e r producers i n the area are 

14 d r a i n i n g h i s acreage, p a r t i c u l a r l y the 80 acres t h a t 

15 are u n d e d i c a t e d , and p a r t i c u l a r l y the S t a t e "A" No. 4 

16 w e l l , I b e l i e v e i s the e x i s t i n g w e l l , which i s a 

17 m a r g i n a l w e l l . 

18 We would p o i n t out t h a t Chevron has taken 

19 i n c o n s i s t e n t p o s i t i o n s i n the two cases. I n t h i s 

20 case, t h e y ' r e saying t h e y ' r e not d i l u t e d , whereas they 

21 r e a l l y are on an acreage b a s i s . I n our case, they are 

22 saying t h e y are d i l u t e d . More i m p o r t a n t l y , the type 

23 of evidence presented i n both cases shows t h a t Chevron 

24 w i l l o b t a i n a net gain based on i n d u s t r y standard 

25 p r o j e c t i o n s and d r i l l i n g programs. 
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1 I have n o t h i n g f u r t h e r . 

2 HEARING EXAMINER: Mr. K e l l a h i n . 

3 MR. KELLAHIN: Mr. Examiner, both Mr. 

4 Hartman and Chevron are s o p h i s t i c a t e d p a r t i c i p a n t s i n 

5 how t o manage the acreage w i t h regards t o Eumont 

6 p r o d u c t i o n . These cases are very much d i f f e r e n t . 

7 There i s c e r t a i n l y no i n c o n s i s t e n c y i n Chevron's 

8 p o s i t i o n . Let me demonstrate q u i c k l y why I b e l i e v e 

9 Mr. Hartman's c o n t e n t i o n t h a t these cases are 

10 i d e n t i c a l and t h e r e f o r e need s i m i l a r t r e a t m e n t i s 

11 f u n d a m e n t a l l y f l a w e d . 

12 I f y o u ' l l look i n Se c t i o n 9, we're c r e a t i n g 

13 a new nonstandard p r o r a t i o n u n i t of 240 acres f o r 

14 which t h e r e i s no e x i s t i n g w e l l . We have the 

15 unanimous agreement of a l l the working i n t e r e s t 

16 owners. We have the o p p o r t u n i t y t o u t i l i z e 

17 underdeveloped a l l o w a b l e by the r e c o n f i g u r a t i o n s of 

18 the spacing u n i t . And we are not d i l u t i n g anyone's 

19 proceeds d e r i v e d from c u r r e n t p r o d u c t i o n by the 

20 a p p r o v a l of t h i s a p p l i c a t i o n . We are not seeking t o 

21 u t i l i z e f o r c e d p o o l i n g i n order t o accomplish t h a t 

22 o b j e c t i v e . S i g n i f i c a n t d i f f e r e n c e e x i s t s i n the two 

23 cases. 

24 Mr. Hartman seeks t o take the e x i s t i n g 160 

25 acres i n the n o r t h e a s t q u a r t e r of Se c t i o n 8 f o r which 
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1 t h e r e i s an a c t i v e p r o ducing Eumont gas w e l l , and he 

2 wants t o add i n h i s own acreage, and he b r i d g e s i t 

3 w i t h t h a t 40 acres i n the southeast of the southeast 

4 of Sec t i o n 5. I f t h a t ' s not a d i l u t i o n of Chevron's 

5 share of a c t u a l Eumont p r o d u c t i o n , I can't imagine 

6 what i s . We o b j e c t t o having t h a t done. The f a c t 

7 t h a t he has undedicated acreage needs t o be solved i n 

8 a d i f f e r e n t way, but i t i s not h i s r i g h t t o d i m i n i s h 

9 our share of a c t u a l p r o d u c t i o n i n order t o accomplish 

10 t h a t f a c t . But t h a t ' s a d i f f e r e n t case f o r you t o 

11 d e c i d e . 

12 The s i m i l a r i t i e s between t h e two are 

13 apparent t o me and I hope obvious t o you, t h a t t h e r e 

14 i s no i n c o n s i s t e n c y i n g r a n t i n g Chevron's two 

15 a p p l i c a t i o n s and denying t o Mr. Hartman the 

16 o p p o r t u n i t y t o f o r c e - p o o l Chevron i n S e c t i o n 8 

17 acreage. They are s i g n i f i c a n t l y and m a t e r i a l l y 

18 d i f f e r e n t , and i n a l l f a i r n e s s can be t r e a t e d 

19 s e p a r a t e l y . 

20 HEARING EXAMINER: Mr. K e l l a h i n , one t h i n g 

21 you d i d n ' t touch on i n t h i s case, and maybe I can get 

22 you t o submit t h i s as a d d i t i o n a l i n f o r m a t i o n , the 

23 breakdown of the working i n t e r e s t i n the c u r r e n t 

24 u n i t s , working and r o y a l t y i n t e r e s t s ? 

25 MR. KELLAHIN: Mr. Bohlin g ' s t e s t i m o n y was 
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1 t h a t was a l l the same base l e a s e . I t ' s the B e l l 

2 Ramsey l e a s e , and i t ' s 100 percent Chevron. 

3 HEARING EXAMINER: Okay. 

4 MR. KELLAHIN: Maybe i t was c o n f u s i n g when 

5 he s a i d i t , but i t ' s i d e n t i c a l , Mr. Examiner. 

6 HEARING EXAMINER: And the r o y a l t y i s a l l 

7 t he same? 

8 MR. KELLAHIN: To the best we know, i t i s . 

9 That's f i n e . I s t h e r e a n y t h i n g f u r t h e r i n t h i s case? 

10 MS. REUTER: No t h i n g . 

11 HEARING EXAMINER: Case 10092 w i l l be taken 

12 under advisement. 

13 

14 

15 

16 • , , , ... . , . . . 

the KxatvM* heuriM t j • -.j. /OC^j 
18 heard by rr-2 cn < t̂y&~h** / ? •) 9 Po . 

1 9 <^~^«c/ L . Examiner 
2 Q Oil Conservation Division 

21 

22 

23 

24 

25 
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