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I N D E X 

January 10, 1991 
Examiner Hearing 

Case No. 10200 PAGE 

APPEARANCES 3 

APPLICANT'S WITNESSES: 

DALE SELTZER 
Dire c t Examination by Mr. Carr 5 
Examination by Mr. S t o v a l l 13 

** ** ** * * 

APPLICANT'S EXHIBITS: MRKD ADMTD 

1. 7 12 
2. 9 12 
3. 10 12 
4. 11 12 
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A P P E A R A N C E S 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l Conservation Commission 
State Land O f f i c e B u i l d i n g 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87501 

FOR THE APPLICANT: CAMPBELL & BLACK, P.A. 
Attorneys at Law 
BY: WILLIAM F. CARR, ESQ. 
110 North Guadalupe 
Suite 1 
Santa Fe, New Mexico 87501 
* * * * * 
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EXAMINER CATANACH: At t h i s time, w e ' l l c a l l case 10200. 

MR. STOVALL: Ap p l i c a t i o n of Oxy USA Inc. f o r compulsory 

pooling, Eddy County, New Mexico. 

EXAMINER CATANACH: Are there appearances i n t h i s case? 

MR. CARR: May i t please the examiner. My name i s 

William F. Carr w i t h the law f i r m Campbell & Black, P.A. I 

represent Oxy USA Inc., and I have one witness. 

EXAMINER CATANACH: Any other appearances? W i l l the 

witness please stand to be sworn i n . 

(Witness sworn.) 

MR. CARR: May i t please the examiner on July 25th, 1990, 

Oxy appeared before you i n case 10010, sought and obtained an 

order approving the east h a l f of Section 29, Township 21 

South, Range 27 East, the same acreage involved i n t h i s case. 

At the time of that hearing, Oxy pooled c e r t a i n i d e n t i f i e d 

i n t e r e s t owners tha t at that time they had not been able to 

reach voluntary agreement concerning the development of the 

t r a c t . 

Since t h a t time, one i n t e r e s t owner has f a i l e d to 

execute a lease t h a t they had o r i g i n a l l y agreed to sign, and 

we s i t i n the p o s i t i o n of having an order that pooled a l l 

mineral i n t e r e s t s . However, we have one party who di d not 

receive notice of th a t hearing, and there's a question as to 

whether or not they might not at a subsequent time be able to 

challenge the order and the commitment of t h i s t r a c t . 

HUNNICUTT REPORTING 
DEBORAH F. LAVINE, CCR, RPR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

5 

For t h a t reason, we have f i l e d the case tha t i s 

before you today. And what we are seeking i s , i n e f f e c t , 

again an order that w i l l pool these lands and br i n g i n t h i s 

one one-quarter-acre t r a c t t h a t s i t s i n t h i s neither f i s h nor 

f o u l posture as best we can t e l l . And to be c e r t a i n t h a t 

everybody i s i n , we brought the case back to you. For that 

reason, we request th a t the record i n case 10010 be 

incorporated i n t o these proceedings because we do not intend 

to once again present the i d e n t i c a l t e c h n i c a l case tha t we 

presented at tha t time. 

I w i l l c a l l Mr. Seltzer as a witness. Mr. Seltzer 

w i l l review h i s e f f o r t s to obtain voluntary j o i n d e r . And we 

w i l l ask that you enter e i t h e r a new order or an amended order 

so that we can be c e r t a i n t h a t t h i s i n t e r e s t i s pooled. 

EXAMINER CATANACH: Case 10010 w i l l be incorporated i n t o 

t h i s record. 

DALE SELTZER 

the Witness herein, having been f i r s t duly sworn, was examined 

and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you state your f u l l name f o r the record, 

please. 

A. Dale Seltzer. 

Q. Mr. Seltzer, by whom are you employed and i n what 
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capacity? 

A. I'm employed by Oxy USA as a land consultant. 

Q. Have you previously t e s t i f i e d before the O i l 

Conservation D i v i s i o n and had your credentials as a land 

consultant --

A. Yes, I have. 

Q. — made a matter of record? 

A. Yes. 

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 i n t h i s 

case? 

A. Yes, I am. 

Q. And you're f a m i l i a r w i t h the proposed pooling of 

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

A. Yes. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr:) Could you state f o r Mr. Catanach 

exactly what i t i s Oxy seeks i n t h i s proceeding? 

A. Oxy seeks an a p p l i c a t i o n to compulsorily pool a l l 

of the mineral i n t e r e s t s from the base of the Wolfcamp to the 

base of the Morrow formation underlying the east h a l f of 

Section 29, Township 21 South, Range 27 East, Eddy County, New 

Mexico. 

Q. Have you prepared e x h i b i t s f o r presentation i n t h i s 

hearing? 
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A. Yes, we have. 

(Applicant's E x h i b i t No. 1 was 

marked f o r i d e n t i f i c a t i o n . ) 

Q. Would you r e f e r t o what has been marked f o r 

i d e n t i f i c a t i o n as Oxy USA Inc., E x h i b i t Number 1. I d e n t i f y 

t h i s e x h i b i t , and review i t f o r the examiner. 

A. This E x h i b i t 1 i s the f i r s t proposed l o c a t i o n . And 

I'd l i k e to point out the o r i g i n a l w e l l was 1980 fe e t from the 

south l i n e and the east l i n e , and y o u ' l l see i t noted there as 

the Simpson A 2. That w e l l was spudded and due to cavernous 

materials r i g h t under the surface, the r i g would not stable. 

And they moved the l o c a t i o n 100 fee t south to the A 2 Y w e l l . 

Again, t h a t was shown to be 1980 from the south 

and — excuse me, 1880 from the south, 1980 from the east. 

Again, t h i s w e l l encountered cavernous mate r i a l under the 

surface and the r i g — the surface would not hold the r i g up. 

So we moved the l o c a t i o n up to the o r i g i n a l w e l l which i s the 

Simpson A 2 we l l back i n the northeast quarter, and we're 

going to diagonally d r i l l i t back down to a l e g a l l o c a t i o n i n 

what would be i n the north h a l f of the southeast quarter. 

Q. And the current surface l o c a t i o n i s 1980 from the 

north and 810 feet from the east l i n e ? 

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

Q. And the acreage shown on Ex h i b i t Number 1 i s i n 

fa c t the p r o r a t i o n u n i t which you're proposing be pooled? 
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A. Yes. 

Q. What i s the yellow square? 

A. The yellow square i s the acreage which we are 

pooling or we did not secure voluntary joinder on t h i s w e l l 

t h a t had .25 on an acre. 

Q. And has the d i r e c t i o n a l d r i l l i n g p o r t i o n of t h i s 

case been presented to the D i v i s i o n by an ad m i n i s t r a t i v e 

application? 

A. Yes, i t has. 

Q. And that was by l e t t e r dated December the 14th, 

1990? 

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

Q. What i s the primary o b j e c t i v e i n the proposed well? 

A. To t e s t the Morrow formation. 

Q. And could you i d e n t i f y f o r Mr. Catanach the 

p a r t i c u l a r i n t e r e s t t h a t you're seeking be pooled i n t h i s 

proceeding today. 

A. The i n t e r e s t to be pooled i s a quarter of an acre 

owned by Ar s e l i a G. Ogas and her husband Robert Ogas, being a 

t r a c t of land, l e t me describe i t as the south 77.75 acres of 

the east 141.5 acres of Lot 6, Lot 25 of the La Huerta 

subdivision i n Section 29, Township 21 South, Range 27 East, 

and that's set out i n the proposed o i l and gas lease which I 

forwarded to those people. 

Q. Now Mr. and Mrs. Ogas were not given notice of the 
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July hearing; i s tha t correct? 

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

Q. And why was th a t not done? 

A. Because they had agreed to execute an o i l and gas 

lease and an o i l and gas lease was forwarded to them, but they 

have f a i l e d to execute. 

Q. At the time of the hearing, you f e l t you had an 

agreement w i t h them to execute the lease? 

A. Yes, I d i d . 

Q. And the acreage involved i n t h i s hearing today was 

pooled by order number R-9247? 

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

(Applicant's E x h i b i t No. 2 was 

marked f o r i d e n t i f i c a t i o n . ) 

Q. Let's go now to what has been marked as E x h i b i t 

Number 2. I'd ask you to i d e n t i f y that and then review that 

f o r Mr. Catanach. 

A. Ex h i b i t Number 2 i s the AFE f o r the d r i l l i n g of the 

d i r e c t i o n a l , the o r i g i n a l hole and the d i r e c t i o n a l hole. As 

i n the previous case, we had approved a AFE f o r $755,500 f o r a 

completed w e l l i n the Morrow. Due to the f a c t that they l o s t 

the two holes, they expended $360,950 on those two holes which 

I previously pointed out to you that they l o s t . Then they go 

back up to the o r i g i n a l hole and reenter i t and d i r e c t i o n a l l y 

d r i l l i t to the standard l o c a t i o n down i n the north h a l f of 
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the southeast quarter. When you add those two costs together, 

we come up w i t h a t o t a l cost of $1,112,890. 

Q. These are actual costs f o r d r i l l i n g t h i s well? 

A. These are actual costs at t h i s time. 

Q. Can you review f o r Mr. Catanach the e f f o r t s you 

made to obtain the joi n d e r of the Ogas i n t e r e s t i n t h i s 

venture? 

(Applicant's E x h i b i t No. 3 was 

marked f o r i d e n t i f i c a t i o n . ) 

A. I n July, I have personally talked to G i l b e r t Ogas, 

a son of A r s e l i a . And he informed me th a t his s i s t e r - i n - l a w 

Dora Ogas was on a l l the properties and to w r i t e them a l e t t e r 

and send them a lease. I received a c a l l from Dora Ogas i n my 

o f f i c e on August the 16th. And on my E x h i b i t 3, you see th a t 

I had forwarded to the Ogases a l e t t e r , check, and an o i l and 

gas lease. I d i d not receive any response from them. 

And then again, I followed up on August the 19th, 

asking them to respond to my — where my lease was, and again 

without any response. I followed t h i s up again on October the 

3rd and again on October the 19th, I believe. The l a t t e r two 

by c e r t i f i e d mail, r e t u r n r e c e i p t , which i s stated i n my 

e x h i b i t s . 

Q. I n your opinion, have you made a reasonable e f f o r t 

to obtain t h e i r voluntary joinder? 

A. I th i n k I have. 
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Q. And E x h i b i t 3 contains a l l l e t t e r s that r e f l e c t 

your e f f o r t s to obtain a lease or otherwise b r i n g them i n t o 

t h i s venture on a voluntary basis? 

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

(Applicant's E x h i b i t No. 4 was 

marked f o r i d e n t i f i c a t i o n . ) 

Q. I s E x h i b i t Number 4 an a f f i d a v i t showing t h a t 

notice of today's hearing has been provided to Mr. and Mrs. 

Ogas? 

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

Q. Mr. Seltzer, the previous order provided f o r an 

overhead and a d m i n i s t r a t i v e cost of $550 a month while 

d r i l l i n g the w e l l and $1500 a month while producing i t . Does 

Oxy request t h a t the Ogas i n t e r e s t be brought i n under the 

same terms as were included i n the o r i g i n a l order? 

A. Yes, we do. 

Q. And you would request the same overhead and 

a d m i n i s t r a t i v e rates? 

A. Yes. 

Q. Does Oxy again seek to be designated operator of 

t h i s well? 

A. Yes. 

Q. And they would request t h a t the same penalty 

provisions based on the p r i o r testimony be imposed? 

A. Yes. 
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Q. I n your opinion, w i l l granting t h i s a p p l i c a t i o n be 

i n the best i n t e r e s t s of conservation, the prevention of 

waste, and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. Yes 

Q. Were Ex h i b i t s 1 through 4 e i t h e r prepared by you or 

compiled under your d i r e c t i o n and supervision? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Catanach, we would move the 

admission of Oxy Exhi b i t s 1 through 4. 

EXAMINER CATANACH: Exhi b i t s 1 through 4 w i l l be admitted 

as evidence. 

(Applicant's Exhibits Nos. 1 through 4 

admitted i n t o evidence.) 

MR. CARR: That concludes my d i r e c t examination of Mr. 

Seltzer. 

MR. STOVALL: Mr. Carr. 

MR. CARR: Mr. S t o v a l l . 

MR. STOVALL: Now th a t we know each other, looking at the 

advertisement f o r the case, i t appears that i t was advertised 

f o r the — 

MR. CARR: The o r i g i n a l one? 

MR. STOVALL: — A 2 Y, i s that c o r r e c t , which i s i n the 

south southeast quarter of 29, 1880 from the south l i n e and 

1980 from the east l i n e ? 

MR. CARR: I'm having a hard time f i n d i n g i t , Bob. Yes. 
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MR. STOVALL: Let me ask Mr. Seltzer a couple questions 

f i r s t . 

EXAMINATION 

BY MR. STOVALL: 

Q. When was the o r i g i n a l A 2 attempted? When was that 

spudded and then abandoned? 

A. I don't t h i n k I can give you the correct — the 

exact date, Mr. S t o v a l l . But i t was probably i n September. 

Q. And then d i d they j u s t skid a r i g down t o the A 2 Y 

location? 

A. Yes. And I believe they asked f o r supplemental 

emergency orders which were i n December, doing -- then i t was 

skidded down, and then they had that trouble again. And then 

they come back and asked your o f f i c e f o r an emergency order to 

use the o r i g i n a l hole up there i n that northeast quarter to 

d i r e c t i o n a l l y d r i l l i t down there. 

MR. STOVALL: When was the a p p l i c a t i o n i n t h i s case 

o r i g i n a l l y f i l e d i n t h i s p a r t i c u l a r pooling? Do you know, Mr. 

Carr? 

MR. CARR: I n t h i s p a r t i c u l a r case, the a p p l i c a t i o n was 

f i l e d on December the 18th. 

MR. STOVALL: I th i n k — I ' l l express my f e e l i n g and then 

l e t you respond, Mr. Carr, on that issue — that because t h i s 

i s a forced pooling case and we're not dealing w i t h any rates 

or i n t e r e s t which may be -- do you need to put that i n , 
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Debbie? — because we're not dealing w i t h anything that the 

l o c a t i o n r e a l l y a f f e c t s . I mean, I'm t r y i n g to say that the 

use of the l o c a t i o n i n the advertisement i s not c r i t i c a l to 

not i c e . Would you agree w i t h that? 

MR. CARR: I agree w i t h t h a t . 

MR. STOVALL: So I would suggest t h a t i t would not have 

to be continued because of the change i n w e l l l o c a t i o n from 

the advertisement because i t simply doesn't a f f e c t the r i g h t s 

of the p a r t i e s t h a t are i n the nature of the case. 

EXAMINER CATANACH: Mr. Carr, have you a c t u a l l y received 

approval f o r the d i r e c t i o n a l d r i l l i n g portion? 

MR. CARR: No, we have not at t h i s time. We've f i l e d an 

adm i n i s t r a t i v e a p p l i c a t i o n . I t was f i l e d on the 14th of 

December. 

MR. STOVALL: Again, when was t h i s forced pooling 

a p p l i c a t i o n f i l e d ? 

MR. CARR: This was f i l e d on the 18th. The a p p l i c a t i o n 

f o r d i r e c t i o n a l d r i l l i n g , I believe, was f i l e d by l e t t e r dated 

the 14th. I d i d not do t h a t . That came d i r e c t l y out of Oxy. 

Yes, that's r i g h t . I t ' s a l e t t e r to Mike Stogner dated 

December the 14th, and i t ' s requesting a d m i n i s t r a t i v e approval 

f o r d i r e c t i o n a l d r i l l i n g . 

MR. STOVALL: Just out of c u r i o s i t y , how come the forced 

pooling a p p l i c a t i o n didn't r e f l e c t the actual location? 

MR. CARR: I have no idea. I didn't know they even were 
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d i r e c t i o n a l l y d r i l l i n g the w e l l u n t i l yesterday afternoon. 

MR. STOVALL: And you f i l e d the a p p l i c a t i o n f o r the 

forced pooling; i s th a t correct? 

MR. CARR: For the forced pooling, but not f o r the 

d i r e c t i o n a l d r i l l i n g p o r t i o n of the case. And waiver l e t t e r s 

were sought. This may be inaccurate, but I have copies of 

l e t t e r s seeking waivers dated October the 23rd — 

MR. STOVALL: On the — 

MR. CARR: — j u s t to confuse everybody. 

EXAMINER CATANACH: For the d i r e c t i o n a l d r i l l i n g ? 

MR. STOVALL: Again, I'm s t i l l i n c l i n e d to believe 

tha t — 

MR. CARR: Yes, f o r the d i r e c t i o n a l d r i l l i n g . 

MR. STOVALL: — because t h i s i s a forced pooling and 

these people are being prorated i n t o a w e l l i n the east h a l f 

of Section 29 that i d e n t i f y i n g the exact l o c a t i o n of the wel l 

i s not c r i t i c a l to n o t i f y i n g them of the nature of the r i g h t s 

being affe c t e d would be my re a c t i o n . 

Q. (By Mr. St o v a l l : ) Mr. Seltzer, do you know and are 

you able to speak f o r Oxy on the question of i n terms of the 

wel l costs? Are the two attempted v e r t i c a l wells which were 

unsuccessful, are they being included i n those w e l l costs? I s 

tha t the number you agree w i t h , t h a t m i l l i o n d o l l a r number? 

A. Yes. Those are the E x h i b i t 2, I believe, which set 

those out. 
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Q. Let me go over those w i t h you f o r a minute, i f I 

could. What i s the o r i g i n a l AFE which has been approved, f o r 

the record? 

MR. CARR: That i s the second page. 

A. Second page. 

MR. CARR: With the t o t a l of $755,500, and that i s the 

AFE f i g u r e that was presented at the July 25th hearing. 

MR. STOVALL: Now i t references the A 2 and the A 2 Y; i s 

that — 

MR. CARR: Uh-huh. 

Q. (By Mr. St o v a l l : ) Why does i t reference two wells? 

A. That's the one that came down, skid the r i g . 

Q. So t h i s AFE was a f t e r the r i g was skidded o f f the 

Number 2 and to the 2 Y l o c a t i o n ; i s that correct? 

A. This i s a supplemental AFE. See, the p r i o r AFE was 

755,000. 

MR. STOVALL: Right. And I'm looking at that one. 

Excuse me. Let's stop r i g h t here f o r a moment. I assume i t ' s 

page 2 of Exh i b i t 2; i s that how i t ' s i d e n t i f i e d ? I s that how 

you i d e n t i f y i t ? 

MR. CARR: Yes. 

Q. (By Mr. St o v a l l : ) I t ' s an AFE on City Service O i l 

and Gas, 4/18/90, t o t a l completed w e l l costs 755,5; r i g h t ? 

A. Correct. 

Q. At the top, i t i d e n t i f i e s the w e l l as the Simpson A 
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Number 2 and Number 2 Y? 

A. Correct. 

Q. And then i t r e f e r s to the l o c a t i o n of 1980 south 

and east. I'm curious why i t ' s got both? Has that w e l l 

designation been revised since the 4/18 date? I mean, was the 

2 Y proposed at tha t time? I'm t r y i n g to f i g u r e out how we 

get from t h i s — the 755 i s before anything was done; r i g h t ? 

A. 755 was what was the testimony i n the previous case 

i n July which you a l l issued an order on. Of th a t 755, they 

spent $360,950 on the one w e l l and the skidding down doing the 

other one. 

Q. My question i s then, Back i n A p r i l of 1990, when 

t h i s AFE was prepared e v i d e n t l y , how come i t references the 2 

and the 2 Y? Do you know as you look at the top of that form? 

A. I see that data, s i r . I can't answer i t . 

Q. So then i f I go back to the f i r s t page — since we 

don't know the answer to t h a t , l e t ' s go back to the f i r s t page 

of E x h i b i t Number 2. And t h i s i s a supplemental f o r those 

w e l l s . Again, i t i d e n t i f i e s the A Number 2 and the 2 Y; i s 

that correct? 

A. The revised estimate, the t h i r d f i g u r e on the 

right-hand column over here, was the actual cost of 360,950 

bucks. 

Q. Let me see where you are here. 

A. Right here. 
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MR. CARR: F i r s t page, E x h i b i t 1. 

A. F i r s t page. 

Q. (By Mr. St o v a l l : ) Under the — 

A. No, no. 

Q. Under the column labeled Total and across from the 

increase/decrease i n CI estimate; i s that the number you're 

t a l k i n g about? 

A. Revised estimate. 

Q. Okay. Got you. 

A. Do you see that? 

Q. Right. 

A. That was the cost t h a t they encountered on the 

o r i g i n a l w e l l and then when they skidded the r i g 100 feet 

south and encountered the same conditions. 

Q. And then what i t shows i s a decrease because i t ' s 

a c t u a l l y below the AFE f o r those wells i n the f i r s t place, but 

i t ' s also not a completed w e l l ; i s that correct? 

A. No, i t ' s not completed. We j u s t l o s t t h a t . And 

then go over to supplemental 2, Mr. S t o v a l l . 

Q. Okay. Supplemental 2. Got you. 

A. Look at the revised estimate of $751,940. 

Q. Okay. 

A. You add those two together, and you come up wi t h 

$1,112,890. That's what they have spent to date. 

Q. Okay. The 360,000 plus the 751,000? 
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A. Yes. 

Q. Okay. And so i n terms of determining w e l l costs, 

the one m i l l i o n f i g u r e i s the number that — 

A. Yes. 

Q. — Oxy would expect to use unless i t ' s challenged? 

A. Yes. 

Q. Overturned. Okay. 

A. Yes. But that's actual cost. 

EXAMINER CATANACH: The d i r e c t i o n a l , the 22 w e l l has 

already been d i r e c t i o n a l d r i l l e d ? 

THE WITNESS: Yes. And they're i n the process of t r y i n g 

to complete i t . They have an i n d i c a t i o n that i t might go up. 

Q. (By Mr. St o v a l l : ) Mr. Seltzer, l e t me get i n t o a 

l i t t l e more general area i n the l i n e of questioning. You've 

been doing some t i t l e work f o r land work f o r a few years; i s 

that not co r r e c t , i f I remember your q u a l i f i c a t i o n s ? 

A. Yes. 

Q. And you're also, i f I remember c o r r e c t l y , you're a 

licensed attorney i n the state of Texas; i s tha t correct? 

A. Correct, yes. 

Q. And have you done t i t l e opinion work as an 

attorney? 

A. Yes. 

Q. And you are i n f a c t f a m i l i a r w i t h the so r t of 

standard language of an OCD forced pooling order? 
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A. Yes. 

Q. Are those orders normally recorded i n your opinion 

as a layman or your experience? 

A. Not necessarily. 

Q. This problem i s you're here today because an order 

was entered which — was the order entered i n standard — 

A. Yes. 

Q. — OCD terminology? 

A. Uh-huh, uh-huh. 

Q. And tha t order says something to the e f f e c t of 

pooling a l l i n t e r e s t s --

A. Yes. 

Q. — ascribed to the formation? But i n f a c t the 

order did n ' t pool a l l i n t e r e s t s ; i s tha t what you're saying? 

A. This was an i n t e r e s t t h a t I d i d not include i n the 

o r i g i n a l a p p l i c a t i o n because I was t o l d t h a t they were going 

to sign a lease and send i t i n . They d i d not do so. So i n 

order to c o r r e c t l y come back and pool a l l of these i n t e r e s t s , 

we make a new a p p l i c a t i o n to include the Ogas fam i l y . 

Q. Let me explain to you c l e a r l y . I'm not 

p a r t i c u l a r l y questioning what you've done or what's Oxy done 

i n t h i s case. I'm more looking at the nature of our orders 

and seeing how i t a f f e c t s the t i t l e . When I look — how can 

you determine what i n t e r e s t s are pooled i f you look at an OCD 

order as a t i t l e examiner? 
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A. The t i t l e examiner has to go to the record. And 

from t h i s one, we have testimony here to the f a c t t h a t the 

Ogas has a quarter of an acre. 

Q. And you — 

A. And we're i n the La Huerta subdivision which i s i n 

the north side of Carlsbad i n small l o t s . 

Q. Again, you know, I'm not p a r t i c u l a r l y concerned 

about the p a r t i c u l a r d e t a i l s of t h i s t i t l e . And I understand 

th a t what i n e f f e c t happened i s tha t a forced pooling order 

was issued --

A. Yes. 

Q. — as a r e s u l t of the hearing t h a t the Ogas 

i n t e r e s t d i d not receive notice of that hearing. And 

therefore, i t i s your opinion t h a t that i n t e r e s t was not 

a c t u a l l y pooled by that order because they d id not have notice 

of the hearing; i s th a t correct? 

A. By the f i r s t order. 

Q. By the f i r s t order? 

A. Correct. You're co r r e c t . 

Q. Now I'm asking you i f you as a landman, an 

attorney, and t i t l e examiner looked at a forced pooling order, 

not necessarily t h i s one w i t h which you have some more 

d e t a i l e d f a m i l i a r i t y , but i f you look at a forced pooling 

order and i t says, Pools a l l i n t e r e s t , are you comfortable 

th a t t h a t i s i n f a c t true i f you were doing, say, a d i v i s i o n 
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order t i t l e opinion f o r a company? Would you be s a t i s f i e d 

t h a t the language of that order s e t t i n g a pool does i n f a c t do 

so? 

A. I would require a d d i t i o n a l information to the f a c t , 

What does t h i s order include? What i n t e r e s t s are we 

compulsory pooling? Who are they, and where are they located? 

Then you can make your d i v i s i o n order say t h a t you get a w e l l . 

Then you can w r i t e a d i v i s i o n order t i t l e opinion. 

Q. And how are you going to make th a t determination? 

A. Well, I know of my own knowledge and i f I had 

somebody that was working f o r me come i n and say I want a 

d i v i s i o n order t i t l e opinion on t h i s p a r t i c u l a r land, I'd 

expect t h a t landman to b r i n g me enough information so I would 

know what order would be compulsorily pooled and what i n t e r e s t 

t h a t would cover. 

Q. Would i t be — l e t me back up and ask a question 

f i r s t . I n order to get that information, i s i t then necessary 

fo r t h a t landman to a c t u a l l y come to the OCD and look at the 

case f i l e s ? 

A. No. He would know tha t under his own knowledge 

because he's going to b r i n g me the abstracts. 

Q. I thi n k we're missing. What's the abstract going 

to show you as f a r as the i n t e r e s t s that are pooled? How are 

you going to determine that? You're going to look at the 

abstract and decide who owns what f r a c t i o n i n t h i s p r o r a t i o n 
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u n i t ; correct? 

A. Yeah, uh-huh. 

Q. And then you're going to issue an opinion which 

says th a t these i n t e r e s t s are e f f e c t i v e l y committed or not 

committed to the p r o r a t i o n u n i t ; i s that correct? 

A. Yes. 

Q. I f a pooling agreement covers a l l the i n t e r e s t s of 

pooling and communitization, then you know that i n f a c t they 

have a l l v o l u n t a r i l y joined and that's of record; correct? 

A. Yes. 

Q. I f there i s not a pooling agreement or i f the 

pooling agreement does not cover a l l of the i n t e r e s t s which 

you have i d e n t i f i e d w i t h i n the p r o r a t i o n u n i t , how are you 

going to determine whether or not those i n t e r e s t s are properly 

committed and joined i n the w e l l and e n t i t l e d to share i n 

production? 

A. Well, you're going to look at each p a r t i c u l a r 

t r a c t . And you w i l l e i t h e r have an o i l and gas lease or 

you're not going to have an o i l and gas lease. And i f you do 

not have an o i l and gas lease, then you're going to i n q u i r e , 

Well, where does hi s i n t e r e s t come in? I s i t i n under the 

compulsory pooling order? Then you're going to have to go 

back and see i f that compulsory pooling order c i t e d t h a t party 

and that i n t e r e s t was pooled under th a t given order. 

Q. And the only way you're going to be able to do that 
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as the orders are c u r r e n t l y w r i t t e n i s to a c t u a l l y examine the 

OCD f i l e and determine who received notice and was made a 

party to the forced pooling a c t i o n ; i s tha t correct? 

A. Probably, r i g h t . 

Q. Would i t be b e n e f i c i a l to i d e n t i f y p a r t i e s who are 

subject to the order or who are under the j u r s d i c t i o n of the 

OCD and who have received notice and are therefore subject to 

the order i f they don't otherwise — 

A. Well, now you go back. You issue an order. And 

then I have 30 days a f t e r t h a t order i s issued to give these 

people an opportunity to come f o r t h w i t h i n 30 days and pay 

t h e i r proportionate p a r t . This i s A, B, C and D. They have 

30 days to v o l u n t a r i l y put t h e i r money up and go ahead and do 

i t . I f they don't do i t , then they're pooled. You know from 

t h a t , from those people, A, B, C and D, whether or not they're 

going to j o i n or not. 

Q. Let me back you up r i g h t now. I th i n k you're 

jumping ahead and assuming some knowledge which may not be 

there. Do you look at an OCD order f o r forced pooling 

i n t e r e s t , i t doesn't i d e n t i f y any p a r t i e s , does i t , who are 

pooled? 

A. The a p p l i c a t i o n does. 

Q. I'm t a l k i n g about the order. 

A. No, i t doesn't. 

Q. Would i t be useful to you as a landman and as a 
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t i t l e examiner i f the order i n some manner i d e n t i f i e d by name 

s p e c i f i c p a r t i e s who are covered by that order? 

A. I t probably would, but you have access to t h i s f i l e 

of which we have c i t e d i n t h i s p a r t i c u l a r case of the Ogases 

and the other people i n the previous occasion. I know from 

t h a t . 

Q. Are you j u s t as happy coming and looking at the 

f i l e , or would you rather have the order i d e n t i f y the p a r t i e s 

who are pooled? Who are subject to the order, l e t me say 

t h a t , not necessarily who are pooled, but who were subject to 

the order. 

A. Yeah, i t would be h e l p f u l . 

Q. And then the order, I mean, I thi n k the order now 

contains a p r o v i s i o n that i f you v o l u n t a r i l y j o i n , then you're 

no longer subject to the order. I n that s i t u a t i o n , could you 

then, say, back i n June or July or whenever the o r i g i n a l 

a p p l i c a t i o n was f i l e d , f i l e and include, give notice to the 

Ogas fa m i l y , t h e i r i n t e r e s t would be l i s t e d , t h e i r name would 

be l i s t e d , and then i f they'd give you a lease, the order 

could contain a p r o v i s i o n t h a t says i f they v o l u n t a r i l y j o i n 

or lease or do whatever, then they are no longer subject to 

the terms of the order? 

A. Yes, i t could be, but we have t h a t same th i n g i n 

those f i l e s . 

Q. I'm sorry. Say tha t again. 
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A. We have the same th i n g i n the a p p l i c a t i o n of A, B, 

C, D and the Ogases. So you're t r y i n g to put the A, B, C, D 

i n your order; i s that what you're g e t t i n g at? 

Q. Yes. 

A. Well, i t could be. I t could be h e l p f u l . 

MR. STOVALL: I don't have any f u r t h e r questions. I 

would l i k e to t a l k to you a f t e r the hearing at some po i n t . 

THE WITNESS: But i t could work both ways, and maybe you 

got the wrong people. So you have to go back to your t i t l e 

examiner, see what he wants. I f he's comfortable w i t h what 

that landman has brought him, then he won't have any problem. 

MR. STOVALL: Yeah, I would l i k e to discuss w i t h you 

subsequent to the hearing j u s t f o r inf o r m a t i o n a l purposes. I t 

has nothing to do wi t h t h i s case, so I won't go any f u r t h e r 

w i t h i t i n t h i s case. I have no f u r t h e r questions. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Seltzer, have any of the o r i g i n a l p a r t i e s t h a t 

were pooled i n the o r i g i n a l case, have they have subsequently 

joined i n the well? 

A. No, they haven't. 

Q. They have not. Have those p a r t i e s been provided 

the revised AFEs f o r the t o t a l cost of the one m i l l i o n ? 

A. No, they have not. 

Q. So t h e i r share of the w e l l costs w i l l be taken out 
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of the t o t a l costs which w i l l be over a m i l l i o n d o l l a r s now? 

A. Yes. 

Q. But they have not been n o t i f i e d — 

A. No. 

Q. — of thi s ? Under the terms of the new pooling 

order or the amended pooling order, the Ogases w i l l be given 

another chance to j o i n i n the w e l l . Do you see that 

happening? 

A. No. 

MR. STOVALL: Mr. Carr, there's a question which Mr. 

Catanach and I would l i k e to check wit h respect to the 

o r i g i n a l order. That's the AFE costs on t h i s . And I'd l i k e 

to recommend that that we leave the record open f o r the time 

being, and I th i n k we can resolve the question even during the 

next break f o r t h a t matter. And then there may be some 

questions we want to ask Mr. Seltzer based upon tha t 

information. But I thi n k at the moment, I'd l i k e to leave the 

record open and then take i t under advisement l a t e r i n the 

day. 

MR. CARR: Our i n t e n t i o n i s simply to br i n g the Ogas 

i n t e r e s t i n . I t probably i s more i n the nature of a notice 

problem as i t r e l a t e s to Oxy, although i t does obviosuly raise 

the general question about compulsory pooling orders that 

you've raised. The i n t e n t of Oxy i s to be able to b r i n g the 

Ogas i n t e r e s t i n under the same terms as i f they had been 
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named i n the o r i g i n a l proceeding. And that's a l l we're t r y i n g 

to do to assure th a t at some l a t e r date there i s n ' t some extra 

exposure that may work from any a c t i v i t y on the p a r t i c u l a r 

one-quarter acre i n which they have an i n t e r e s t . The one way 

to assure th a t t h a t happens i s to simply come back and brin g 

them i n . And that's a l l we're t r y i n g to do. 

MR. STOVALL: Can you provide us wi t h a copy of the 

o r i g i n a l order? 

MR. CARR: Yes, we have tha t somewhere. 

MR. STOVALL: We'll d i g i t out of the book or whatever. 

MR. CARR: No, I have i t w i t h me. 

MR. STOVALL: And l e t ' s go ahead and conclude t h i s f o r 

the moment and move on. We'll look at that and come back. 

I'd say probably not very long. 

(A discussion was held o f f the record.). 

Q. (By Mr. St o v a l l : ) Let's move r i g h t i n t o i t . I 

found the language r i g h t now. Let me express, Mr. Seltzer, 

here f i r s t a concern th a t we've got i s tha t i n the o r i g i n a l 

forced pooling case, you have an approved AFE f o r 755,000. 

A. Correct. 

Q. And th a t was the estimated number under which the 

p a r t i e s were pooled? 

A. Correct. 

Q. Do you know whether they were provided w i t h an AFE 

a f t e r the order was issued, a f t e r order R-9247 was issued? 
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A. Yes, they were provided. 

They were given the appropriate notice under that? 

A. Yes. And your o f f i c e was given a copy of that 

information. 

Q. And now are you saying that i n e f f e c t t h i s w e l l has 

not yet been completed? 

A. That's r i g h t . 

Q. And i s i t Oxy's i n t e n t to provide actual w e l l costs 

to a l l i n t e r e s t owners? 

A. Yes. 

Okay. 

A. I t ' s unfortunate t h a t they have run over th a t 

estimate, but they're conditions t h a t we don't have any 

co n t r o l over. 

MR. STOVALL: I th i n k t h a t does take care of what we 

need. 

EXAMINER CATANACH: Is there anything f u r t h e r i n t h i s 

case? 

MR. CARR: Nothing f u r t h e r . 

EXAMINER CATANACH: Case 10200 w i l l be taken under 

advisement. 

(The foregoing hearing was adjourned at the approximate 

hour of 11:30 a.m.) j ̂  hereby certify that the foregoing Is 
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