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Mid-Continent Region 
Exploration United States 

BEFORE EXAMINER STOGNER 
~ Teleplwne 915/682-1626 

P.O. Box 552 
Midland, Texas 79702 

June 18, 1991 OIL. CONSERVATION DIVISION 

Wilma E. Voigt j 
609 South 6th sm<"ST 
Carlsbad, New Mexico 88220 

CERTIFIED MAIL & RETURN 
RECEIPT REQUESTED 

Re: Marathon-Voigt Com #1 well - NW/4 Section 29, T-19-S, R-25-E 
Your mineral int e r e s t i n NW/4 NW/4 - 20 net/40 gross acres 

Eddy County, New Mexico 

Dear Mrs. Voigt: 

Please be advised that Marathon O i l Company i s proposing to d r i l l the caption
ed well at a location 660' FNL and 660' FWL on a 160 acre proration u n i t an 
captioned. This well i s being planned as an 8,000' Cisco Canyon tes t . I n 
accordance with telephone conversations with Mr. Lee Voigt, Marathon proposes 
that we agree as follows i n consideration of the mutual promises contained 
herein: 

1. Your unleased mineral interest underlying the NW/4 NW/4 of Section 29 as 
captioned s h a l l be pooled to form a standard 160 acre spacing and prora
t i o n u n i t f o r any and a l l formations and/or pools w i t h i n the v e r t i c a l 
extent from the surface of the ground to the deepest depth d r i l l e d i n the 
captioned w e l l . You sha l l sign a standard Communitization Agreement 
which w i l l be prepared upon completion of a well capable of producing i n 
paying quantities. 

2. Marathon sh a l l commence the d r i l l i n g of the captioned well on or before 
the 1st day of October, 1991, and thereafter continue the d r i l l i n g of 
said well with due diligence to a depth sufficent to test the Cisco 
Canyon Formation and to completion or abandonment. 

3. Within 90 days p r i o r to commencing said w e l l , Marathon s h a l l furnish you 
with an itemized schedule of estimated well costs. 

4. Your unleased mineral interest s h a l l be considered a seven-eighths (7/8) 
working interest and a one-eighth (1/8) royalty i n t e r e s t f o r the purpose 
of a l l o c a t i n g costs and charges under the terms of t h i s agreement. You 
shal l be treated as a non-consenting working int e r e s t owner with regard 
to your seven-eighths (7/8) working int e r e s t and s h a l l not be responsible 
for paying your pro rata share of the costs of d r i l l i n g , completing and 
equipping the w e l l , or a share of the cost of operating the well p r i o r to 
revenue from the well equaling twice the cost of d r i l l i n g , completing, 
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equipping and operating the well. However, Marathon sh a l l be e n t i t l e d to 
recover out of production your share of the cost of d r i l l i n g , completing, 
equipping and operating the well as provided below. 

5. Any well costs or charges which are to be paid out of production s h a l l be 
withheld only from your seven-eighths (7/8) working i n t e r e s t share of 
production, and no costs or charges s h a l l be withheld from production 
a t t r i b u t a b l e to your one-eighth (1/8) royalty i n t e r e s t share. You shall 
i n a l l events be paid your one-eighth (1/8) royalty share of production 
from the u n i t . 

6. Marathon i s authorized to withhold the following costs and charges from 
production a t t r i b u t a b l e to the seven-eighths (7/8) working i n t e r e s t por 
t i o n of your unleased mineral in t e r e s t : 

A. The pro rata share of 100% of the actual well costs a t t r i b u t a b l e to 
the seven-eighths (7/8) working int e r e s t portion of your unleased 
mineral interest for the d r i l l i n g , completing, equipping and operat
ing the w e l l ; 

B. As a charge for the r i s k involved i n the d r i l l i n g of the well the 
pro rata share of an additional 100% of the actual costs a t t r i b u t 
able to the seven-eighths (7/8) working i n t e r e s t portion of your 
unleased minerals acres f o r the d r i l l i n g , completing, equipping and 
operating the well. 

7. $6,000.00 per month while d r i l l i n g and $600.00 per month while producing 
are hereby fixe d as reasonable charges f o r supervision (combined f i x e d 
rates); Marathon is hereby authorized to withhold from production the 
proportionate share of such supervision charges a t t r i b u t a b l e to the 
seven-eighths (7/8) working interest portion of your unleased mineral 
in t e r e s t , and i n addition thereto, Marathon i s hereby authorized to 
withhold from production the proportionate share of actual expenditures 
required for operating such well a t t r i b u t a b l e to the seven-eighths (7/8) 
working interest portion of your unleased mineral i n t e r e s t . 

8. I t i s understood that upon payout of the amounts provided f o r above, your 
unleased mineral interest shall automatically revert to a f u l l working 
interest and you sha l l own an undivided 12.50% working interest i n such 
w e l l , the material and equipment i n or pertaining thereto, and the pro
duction therefrom as you would be e n t i t l e d to had you participated with 
your unleased mineral interest i n the d r i l l i n g , reworking, deepening or 
plugging back of said w e l l . Thereafter, you sha l l be charged with and 
pay your proportionate share of further costs of the operation of said 
well i n accordance with the terms of a standard A.A.P.L. Form 610 - MODEL 
FORM OPERATING AGREEMENT - 1982 and the Accounting Procedure attached 
thereto, which sh a l l have been the operative agreement f o r the d r i l l i n g , 
equipping, completing and operating of the subject w e l l by the o r i g i n a l 
working interest parties. I n accordance with A r t i c l e I I I . A of the Oper
ating Agreement your unleased mineral int e r e s t w i l l be treated as a 
7/8ths working interest portion and a l/ 8 t h royalty share as i f you were 
the owner of an o i l and gas lease providing for such. A form of o i l and 
gas lease w i l l be attached to the Operating Agreement as Exhibit "B". 
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You w i l l become party to the Operating Agreement by executing i t at 
payout. 

9. Marathon s h a l l comply with a l l v a l i d laws, rules and regulations i n the 
conduct of i t s operations of the subject well and u n i t . 

10. A l l of the provisions hereof shall be binding on Marathon and you and on 
a l l respective successors and assigns, heirs, administrators and legal 
representatives. 

Very t r u l y yours, 

MARATHON OIL COMPANY 

Contract Landman 

MAS; nunc' 

AGREED TO AND ACCEPTED th i s day 
of , 1991. 

Wilma E. Voigt Lee Voigt 
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A P P E A R A N C E S 

FOR THE NEW MEXICO OIL CONSERVATION DIVISION 

ROBERT G. STOVALL, ESQ. 
G e n e r a l Counsel 
S t a t e Land O f f i c e B u i l d i n g 
S anta Fe, New Mexico 87504 

FOR THE APPLICANT: 

CAMPBELL, CARR, BERGE & SHERIDAN, P.A. 
Post O f f i c e Box 2208 
Santa Fe, New Mexico 87504-2208 
BY: WILLIAM F. CARR, ESQ. 

FOR NEARBURG PRODUCING COMPANY: 

RODEY, DICKASON, SLOAN, AKIN & ROBB, P.A. 
Post O f f i c e Box 1357 
Santa Fe, New Mexico 87504-1357 
BY: PAUL A. COOTER, ESQ. 
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I N D E X 

Page Number 
Appearances 2 

WITNESSES FOR THE APPLICANT: 

1 . MICHAEL R. BURCH 
E x a m i n a t i o n by Mr. C a r r 6 
E x a m i n a t i o n by Mr. V o i g h t 18, 21 
E x a m i n a t i o n by Mr. C o o t e r 20 
E x a m i n a t i o n by Mr. S t o v a l l 24 

2. D'NESE FLY 
E x a m i n a t i o n by Mr. C a r r 26, 41 
E x a m i n a t i o n by Mr. V o i g h t 36, 42 
E x a m i n a t i o n by Mr. S t o g n e r 37, 41 

OTHER WITNESSES APPEARING: 

1. LEE VOIGHT 
S t a t e m e n t by Mr. V o i g h t 43 
E x a m i n a t i o n by Mr. S t o v a l l 44 
E x a m i n a t i o n by Mr. S t o g n e r 52 
E x a m i n a t i o n by Mr. C a r r 54 

C e r t i f i c a t e o f R e p o r t e r 60 

E X H I B I T S 
Page M a r k e d 

E x h i b i t No. 1 8 
E x h i b i t No. 2 10 
E x h i b i t No. 3 11 
E x h i b i t No. 4 16 
E x h i b i t No. 5 17 
E x h i b i t No. 6 28 
E x h i b i t No. 7 28 
E x h i b i t No. 10 32 

V o i g h t E x h i b i t No. 1 44 
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EXAMINER STOGNER: C a l l n e x t case, No. 

10396. 

MR. STOVALL: The a p p l i c a t i o n o f Y a t e s 

P e t r o l e u m C o r p o r a t i o n f o r c o m p u l s o r y p o o l i n g , 

Eddy County, New M e x i c o . 

EXAMINER STOGNER: C a l l f o r 

a p p e a r a n c e s . 

MR. CARR: May i t p l e a s e t h e Examiner, 

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

C a m p b e l l , C a r r , Berge & S h e r i d a n o f Santa Fe. I 

r e p r e s e n t Y a t e s P e t r o l e u m C o r p o r a t i o n , and I have 

t h r e e w i t n e s s e s . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

a p p e arances? 

MR. STOVALL: We have t h e p a r t y who i s 

so u g h t t o be p o o l e d , I guess, and you s h o u l d 

e n t e r y o u r appearance a t t h i s t i m e . I f you w o u l d 

l i k e t o come t o t h e t a b l e where you can w a t c h Mr ,. 

C a r r 1 s s m i l i n g f a c e as he q u e s t i o n s h i s 

w i t n e s s e s , y o u ' r e welcome t o do so. 

Would you p l e a s e s t a t e y o u r name and 

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

MR. VOIGHT: My name i s Lee V o i g h t , and 

I r e p r e s e n t my w i f e , Wilma E. V o i g h t . 

MR. STOVALL: And y o u r w i f e i s h e r e 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 
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p r e s e n t ? 

MR. VOIGHT: Yes, she i s . 

MR. STOVALL: L e t me p o i n t o u t a g a i n 

f o r t h e r e c o r d , because y o u ' r e a p p e a r i n g p r o se 

r a t h e r t h a n r e p r e s e n t i n g anyone, w e ' l l t r e a t you 

as an e n t i t y f o r a l l p u r p o s e s and y o u ' r e n o t 

s u b j e c t t o t h e l i m i t a t i o n s on c r o s s - e x a m i n a t i o n 

and you may q u e s t i o n t h e w i t n e s s i n t h i s case. 

I t ' s a l i t t l e q u i r k i n New Mexico law, I guess, 

as f a r as r e p r e s e n t a t i o n . 

I f you w o u l d l i k e t o q u e s t i o n t h e 

w i t n e s s a f t e r Mr. Ca r r i s t h r o u g h w i t h any one o f 

t h e w i t n e s s e s , you may do so w i t h r e g a r d t o 

s p e c i f i c t h i n g s t h a t he's t e s t i f i e d a b o u t . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

a p p e a r a n c e s ? 

MR. COOTER: P a u l C o o t e r a p p e a r i n g on 

b e h a l f o f N e a r b u r g P r o d u c i n g Company. 

EXAMINER STOGNER: Do you have any 

w i t n e s s e s , Mr. C o o t e r ? 

MR. COOTER: No, s i r , and I w o u l d l i k e 

t o amend our p r e h e a r i n g s t a t e m e n t i n t h a t 

r e g a r d . We have no w i t n e s s e s t o c a l l t o d a y . 

MR. CARR: I t h i n k t h e r e c o r d s h o u l d 

r e f l e c t t h a t Mr. K e l l a h i n f i l e d a p r e h e a r i n g 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 
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s t a t e m e n t and appearance f o r M a r a t h o n O i l Company 

i n t h i s case. 

EXAMINER STOGNER: And t h e r e c o r d 

s h o u l d s t a t e t h a t , I assume? 

MR. CARR: I t h i n k so. 

MR. STOVALL: And t h e p r e h e a r i n g 

s t a t e m e n t i t s e l f w i l l s t a t e t h a t . Anybody who 

may w i s h t o o f f e r t e s t i m o n y i n t h i s c ase, p l e a s e 

s t a n d and r a i s e y o u r r i g h t hand. 

( A t t h i s t i m e , t h e w i t n e s s e s were 

sworn.) 

EXAMINER STOGNER: Mr. C a r r . 

MICHAEL R. BURCH 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. CARR: 

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

r e c o r d , p l e a s e . 

A. My name i s Mike B u r c h . 

Q. Where do you r e s i d e , Mr. Burch? 

A. I r e s i d e i n A r t e s i a , New Me x i c o . 

Q. By whom a r e you employed and i n what 

capac i t y ? 

A. Y a t e s P e t r o l e u m C o r p o r a t i o n as a 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 
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landman. 

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 New Mexico O i l C o n s e r v a t i o n D i v i s i o n ? 

A . Yes, I have. 

Q. At t h a t t i m e o f t h a t t e s t i m o n y were 

y o u r c r e d e n t i a l s as a p e t r o l e u m landman a c c e p t e d 

and made a m a t t e r o f r e c o r d ? 

A. Yes, t h e y were. 

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

f i l e d i n t h i s case? 

A. Yes, I am. 

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

A. Yes, s i r , I am. 

MR. CARR: Are Mr. Bur c h ' s 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER STOGNER: They a r e . 

Q. Would you b r i e f l y s t a t e what Y a t e s 

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

A. W i t h t h i s a p p l i c a t i o n , Y a t e s P e t r o l e u m 

C o r p o r a t i o n seeks an o r d e r p o o l i n g a l l m i n e r a l 

i n t e r e s t s f r o m t h e s u r f a c e t o t h e base o f t h e 

Canyon f o r m a t i o n u n d e r l y i n g t h e 

f o l l o w i n g - d e s c r i b e d a r e a . I n S e c t i o n 29, 

Township 19 S o u t h , Range 25 E a s t , and i n t h e 

f o l l o w i n g m a t t e r , t h e n o r t h w e s t o f t h e n o r t h w e s t 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 
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q u a r t e r f o r m i n g a s t a n d a r d 4 0 - a c r e s p a c i n g and 

p r o r a t i o n u n i t f o r any and a l l f o r m a t i o n s and/or 

p o o l s d e v e l o p e d on a 4 0 - a c r e s p a c i n g w i t h i n s a i d 

v e r t i c a l e x t e n t . 

And i n t h e n o r t h w e s t q u a r t e r , f o r m i n g a 

s t a n d a r d 1 6 0 - a c r e s p a c i n g and p r o r a t i o n u n i t f o r 

any and a l l f o r m a t i o n s and/or p o o l s d e v e l o p e d on 

160-acre s p a c i n g w i t h i n s a i d v e r t i c a l e x t e n t , 

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

l i m i t e d t o t h e u n d e s i g n a t e d N o r t h Dagger Draw 

Upper P e n n s y l v a n i a n p o o l . 

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

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

A. Yes, I have. 

Q. 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 Y a t e s E x h i b i t 1, i d e n t i f y 

t h i s f o r Mr. S t o g n e r and r e v i e w i t , p l e a s e . 

A. E x h i b i t 1 o u t l i n e s i n y e l l o w t h e 

n o r t h w e s t q u a r t e r o f S e c t i o n 29, 19 S o u t h , 25 

E a s t . The r e d d o t i n t h e n o r t h w e s t / n o r t h w e s t 

q u a r t e r i n d i c a t e s our p r o p o s e d l o c a t i o n . 

The o u t s i d e o f S e c t i o n 29, t h e r e a r e 

a l s o p i n k d o t s t h a t r e p r e s e n t w e l l s t h a t Y a t e s 

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

i n g r e e n a r e Canyon p r o d u c i n g w e l l s o p e r a t e d by 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 
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o t h e r companies. 

Q. There a r e some d a r k o u t l i n e s on t h i s 

p l a t . Do t h e y have any s i g n i f i c a n c e i n t h i s 

case? 

A . No, t h e y d o n ' t . 

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

p r o p o s e d w e l l ? 

A. P r i m a r y o b j e c t i v e i s a 8 , 1 0 0 - f o o t 

Canyon t e s t . 

Q. Are t h e r e zones t h a t a r e d e v e l o p e d o r 

c o u l d be d e v e l o p e d on 40 a c r e s i n t h i s a r e a t h a t 

a l s o have s e c o n d a r y p o t e n t i a l s ? 

A. T h e r e ' s p o s s i b l e Yeso f o r m a t i o n s on a 

4 0 - a c r e s p a c i n g . 

Q. T h a t ' s j u s t a s e c o n d a r y o b j e c t i v e ? 

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

Q. What p e r c e n t a g e o f t h e a c r e a g e i n t h e 

160 - a c r e t r a c t has v o l u n t a r i l y been c o m m i t t e d t o 

t h i s w e l l ? 

A. On t h e 160 a c r e s , Y a t e s r e p r e s e n t s 

62-1/2 p e r c e n t v o l u n t a r y commitment. 

Q. What i n t e r e s t owners have n o t 

v o l u n t a r i l y j o i n e d i n t h e 160? 

A. We d o n ' t have any v o l u n t a r y j o i n d e r by 

t h e V o i g h t i n t e r e s t and a l s o by t h e N e a r b u r g 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 
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i n t e r e s t . 

Q. I n t h e 160, what p e r c e n t a g e does 

N e a r b u r g a c t u a l l y own? 

A. N e a r b u r g a c t u a l l y r e p r e s e n t s 25 p e r c e n t 

and t h e V o i g h t i n t e r e s t i s 12-1/2 p e r c e n t . 

Q. I f we l o o k a t t h e 4 0 - a c r e t r a c t b e i n g 

i n t h e n o r t h w e s t o f t h e n o r t h w e s t , what 

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

v o l u n t a r i l y c o m m i t t e d ? 

A. We show 50 p e r c e n t v o l u n t a r y commitment 

on t h e 4 0 - a c r e t r a c t . 

Q. Who owns t h e o t h e r 50 p e r c e n t ? 

A. The V o i g h t i n t e r e s t i s t h e o t h e r 50 

p e r c e n t . 

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

as Y a t e s E x h i b i t 2 and i d e n t i f y t h a t , p l e a s e ? 

A. E x h i b i t No. 2 i s Y a t e s P e t r o l e u m 

C o r p o r a t i o n ' s a u t h o r i t y f o r e x p e n d i t u r e on t h e 

V o i g h t AJD Com # 1 . 

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

e x h i b i t f o r a c o m p l e t e d w e l l and a l s o f o r a d r y 

h o l e ? 

A. For a d r y h o l e w e l l we have $230,500 on 

a d r y - h o l e b a s i s . For a c o m p l e t e d w e l l , we have 

$491 , 200 . 
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Q. Are t h e s e c o s t s i n l i n e w i t h w h a t's 

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

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

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

have been made by Y a t e s t o r e a c h v o l u n t a r y 

agreement w i t h a l l i n t e r e s t owners i n t h e 

p r o p o s e d s p a c i n g u n i t ? And i n d o i n g t h i s , you 

m i g h t want t o r e f e r t o what has been marked as 

Y a t e s E x h i b i t No. 3? 

A. E x h i b i t No. 3 c o n s i s t s o f a 

c h r o n o l o g i c a l summary o f t h e c o n t a c t s t h a t we've 

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

u n i t , s t a r t i n g w i t h l e t t e r s t o M a r a t h o n on May 

24, 1991, v a r i o u s phone c a l l s t h r o u g h o u t t h e 

month o f June, l e t t e r s i n t h e month o f June. I n 

J u l y , t h e r e were c e r t i f i e d l e t t e r s m a i l e d 

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

Q. Now, t h a t i s t h e J u l y 10, 1991 e n t r y ? 

A. Yes, s i r , t h a t i s . 

Q. That was t h e f i r s t w e l l p r o p o s a l ? 

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

Q. I t i n d i c a t e s t h a t a l e t t e r was n o t s e n t 

t o Mrs. V o i g h t , i s t h a t c o r r e c t ? 

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

Q. Why was t h a t ? 
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A. W e l l , what we were w o r k i n g o f f o f a t 

t h a t t i m e , we d i d n ' t r e a l i z e t h a t t h a t i n t e r e s t 

was p o s s i b l y a v a i l a b l e t o work w i t h . 

Q. I f we go on t h r o u g h t h e m a t t e r s s e t 

f o u r t h on E x h i b i t 3, a r e t h e s e j u s t c o n t a c t s 

i n i t i a t e d by Yates? 

A. Most o f t h e p h o n e - - w e l l , t h e phone 

c a l l s a r e a r e p r e s e n t a t i o n o f phone c a l l s t h a t 

Y a t e s made; a l s o , phone c a l l s we r e c e i v e d f r o m 

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

Q. As t o t h e l e t t e r s , a r e t h e y - -

A. As t o t h e l e t t e r s , t h e y a r e l e t t e r s 

w h i c h a r e a t t a c h e d , l e t t e r s where we have made 

c o r r e s p o n d e n c e t o t h e p a r t i e s . 

Q. Then you made a second w e l l p r o p o s a l , 

and when was t h a t ? 

A. Yes, s i r . There was a n o t h e r c e r t i f i e d 

l e t t e r where we made a p r o p o s a l on t h e 2 3 r d o f 

Ju l y . 

Q. When d i d you f i r s t have any 

c o m m u n i c a t i o n s w i t h Mr. V o i g h t ? 

A. Mr. V o i g h t and I , t h e f i r s t t i m e we 

spoke was i n t h e b e g i n n i n g o f t h e month o f 

A u g u s t . 

Q. D i d you c o n t a c t him or d i d he c o n t a c t 
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you? 

A. Mr. V o i g h t c a l l e d our o f f i c e and I 

spoke w i t h him. 

Q. F o l l o w i n g t h a t t i m e , when d i d you n e x t 

v i s i t w i t h Mr. V o i g h t ? 

A. The n e x t was i n September. There was 

a n o t h e r phone c a l l made t o our o f f i c e on 

September t h e 5 t h . 

Q. A g a i n t h i s was by Mr. V o i g h t t o you? 

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

Q. What was y o u r u n d e r s t a n d i n g o f t h e 

V o i g h t i n t e r e s t i n t h i s p r o p o s e d u n i t d u r i n g 

August and September? 

A. W e l l , o ur u n d e r s t a n d i n g i n i t , u n t i l 

t h e f i r s t o f August o r t h e b e g i n n i n g o f t h e month 

o f A u g u s t , was t h a t t h a t was a l r e a d y r e p r e s e n t e d 

by--we t h o u g h t t h a t was a l r e a d y t a k e n c a r e o f , 

t h a t i t was l e a s e d o r somebody e l s e had t h a t 

i n t e r e s t . 

The f i r s t o f August was t h e f i r s t t i m e 

we r e a l i z e d , and i t was because o f Mr. V o i g h t 1 s 

c o n v e r s a t i o n w i t h me, t h a t he had a d e a l s t r u c k 

w i t h M a r a t h o n t h a t was g o i n g t o end O c t o b e r t h e 

1 s t , and t h a t he wanted t o t a l k w i t h us ab o u t t h e 

p o s s i b i l i t y t h a t , i f t h a t d i d n ' t work o u t , he 
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w o u l d g i v e us t h e o p p o r t u n i t y t o work w i t h t h a t 

i n t e r e s t . 

Q. And when you t a l k e d w i t h him a g a i n i n 

September, what was t h e n a t u r e s o f t h a t 

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

A. That c o n v e r s a t i o n , we l e a r n e d t h a t 

N e a r b u r g had made an o f f e r t o him, and he 

i n d i c a t e d t h a t he p o s s i b l y w o u l d l i k e t o work 

w i t h us i n p u t t i n g t h i s t o g e t h e r . 

Q. D i d you meet w i t h Mr. V o i g h t ? 

A. Yes. I p e r s o n a l l y met w i t h Mr. V o i g h t 

on September 1 8 t h . I went t o C a r l s b a d and s a t 

down and d i s c u s s e d g e n e r a l t e r m s w i t h him a t t h a t 

t ime . 

Q. What happened a f t e r t h a t m e e t i n g ? 

A. There were no t e r m s t h a t were 

a g r e e a b l e . We d i d n ' t r e a c h an agreement a t t h a t 

t ime . 

Q. Was any e f f o r t made by Y a t e s t o r e a c h ci 

v o l u n t a r y a g r e e m e n t , o t h e r t h a n t h i s m e e t i n g w i t h 

Mr. V o i g h t ? 

A. W e l l , we d i d make a p r o p o s a l under 

l e t t e r d a t e d September t h e 2 0 t h , by c e r t i f i e d 

m a i l t o Mrs. V o i g h t . We d i d make a bona f i d e 

l e t t e r o f f e r a t t h a t d a t e . 
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Q. Has t h a t o f f e r been a c c e p t e d ? 

A. No, i t has n o t . 

Q. I s t h a t l e t t e r i n c l u d e d i n t h e m a t e r i a l 

b e h i n d t h i s summary o f c o n t a c t ? 

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

Q. Does t h a t o f f e r s t i l l s t a n d ? 

A. Yes, i t does. 

Q. Have t h e r e been any o t h e r 

c o m m u n i c a t i o n s w i t h e i t h e r Mr. o r Mrs. V o i g h t 

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

A. Yes. We a l s o made phone c o n t a c t on 

September 3 0 t h . There was a phone c o n t a c t a t 

t h a t t ime. 

Q. What was t h e p u r p o s e o f t h a t c a l l ? 

A. To see i f t h e r e was g o i n g t o be any 

r e s p o n s e t o our l e t t e r o f f e r , w h i c h t h e r e was no 

agreement r e a c h e d i n t h a t phone c a l l , e i t h e r . 

Q. Have t h e r e been s u b s e q u e n t c a l l s ? 

A. Yes. I a l s o c a l l e d back t o Mrs. V o i g h t 

and spoke w i t h h er on t h e 1 s t o f t h i s month, and 

t h e n a l s o had a phone c o n v e r s a t i o n b e f o r e coming 

t o Santa Fe on t h e 2nd. 

Q. E x h i b i t No. 3 s e t s o u t a l l t h e c o n t a c t s 

w i t h N e a r b u r g ? 

A. Yes, s i r , i t does. 
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Q. I n y o u r o p i n i o n , have you made a 

g o o d - f a i t h e f f o r t t o i d e n t i f y and o b t a i n t h e 

v o l u n t a r y j o i n d e r o f a l l i n t e r e s t owners i n t h e 

s u b j e c t s p a c i n g u n i t s ? 

A. Yes, s i r , I have. 

Q. Has Y a t e s P e t r o l e u m C o r p o r a t i o n d r i l l e d 

o t h e r w e l l s i n t h e Upper P e n n s y l v a n i a n and Canyon 

f o r m a t i o n s i n t h i s i m m e d i a t e a r e a ? 

A. Yes, we have. 

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

as Y a t e s E x h i b i t No. 4? 

A. E x h i b i t No. 4 i s a 1977 Model Form 

O p e r a t i n g Agreement t h a t was p r e p a r e d t o g o v e r n 

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

Q. Have a l l o t h e r i n t e r e s t owners i n t h e 

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

N e a r b u r g and V o i g h t , a g r e e d t o t h e t e r m s as s e t 

f o r t h i n t h i s agreement? 

A. Yes, s i r , t h e y have. 

Q. Does t h i s agreement c o n t a i n o v e r h e a d 

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

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

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

Q. What a r e t h o s e f i g u r e s ? 

A. We had, w i t h i n t h e J o i n t O p e r a t i n g 
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Agreement, $5,400 a month w h i l e d r i l l i n g , and 

$540 a month w h i l e p r o d u c i n g . 

Q. Are t h e s e f i g u r e s c o n s i s t e n t w i t h t h e 

E r n s t & Young f i g u r e s f o r 1991? 

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

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

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

t h i s h e a r i n g ? 

A . Yes, I do. 

Q. I s E x h i b i t No. 5 an a f f i d a v i t f r o m t h e 

Campbell Law F i r m c o n f i r m i n g t h a t n o t i c e o f 

t o d a y ' s h e a r i n g has been p r o v i d e d as r e q u i r e d by 

t h e r u l e s o f t h e D i v i s i o n ? 

A. Yes, i t i s . 

Q. Were E x h i b i t s 1 t h r o u g h 4 p r e p a r e d by 

you? 

A. Yes, t h e y were. 

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

we w o u l d move t h e a d m i s s i o n o f Y a t e s E x h i b i t s 1 

t h r o u g h 5. 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 

w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

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

e x a m i n a t i o n o f our l a n d w i t n e s s . 

EXAMINER STOGNER: Thank you, Mr. 
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C a r r . Mr. V o i g h t , do you have any q u e s t i o n s o f 

t h i s w i t n e s s a t t h i s t i m e ? 

MR. VOIGHT: My o n l y i n t e r e s t h e r e i s 

t h a t he knew a b o u t my d e a l w i t h M a r a t h o n , and i t 

d i d n ' t end u n t i l O c t o b e r . 

EXAMINER STOGNER: I asked f o r 

q u e s t i o n s , Mr. S t o v a l l . Do you have any 

q u e s t i o n s o f t h i s w i t n e s s ? 

MR. VOIGHT: Yes. 

EXAMINER STOGNER: I f you w o u l d g e t t o 

y o u r q u e s t i o n s , Mr. V o i g h t . You d i d s i g n as a 

w i t n e s s and we can g e t y o u r s t a t e m e n t s a t t h a t 

t i m e , b u t i f you w o u l d l i m i t y o u r s t a t e m e n t a t 

t h i s t i m e and o n l y ask q u e s t i o n s o f t h i s 

w i t n e s s . 

EXAMINATION 

BY MR. VOIGHT: 

Q. Mr. B u r c h , do you remember when you 

c a l l e d me and s a i d t h a t you w o u l d go a l o n g t h e 

same l i n e s t h a t I had, t h e d e a l t h a t I had w i t h 

M a r a t h o n , and I c o u l d j u s t more o r l e s s f o r g e t 

t h e f o r c e d p o o l i n g l e t t e r t h a t I was g o i n g t o 

g e t ? 

A. When was t h a t ? What d a t e was t h a t ? 

Q. I'm n o t s u r e what d a t e i t was, b u t you 
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c a l l e d me and I t o l d you I wa n t e d t o be f o r c e d 

p o o l e d , and you s a i d you w o u l d go a l o n g w i t h t h e 

same d e a l t h a t I had w i t h M a r a t h o n . Do you 

remember t h a t ? 

A. No, I d o n ' t . 

MR. STOVALL: Mr. V o i g h t , you have an 

i n t e r e s t i n t h i s , and do you d i s a g r e e a t a l l w i t h 

what he's s a i d ? I want t o make s u r e t h a t i f 

y o u ' r e g o i n g t o q u e s t i o n h i m, t h a t we g e t 

s o m e t h i n g t o h e l p y o u . 

Do you d i s a g r e e w i t h a n y t h i n g he's s a i d 

as f a r as a t t e m p t s t o c o r r e s p o n d w i t h you and 

communicate w i t h you? 

MR. VOIGHT: No. E v e r y t h i n g he s a i d 

was t r u e . 

MR. STOVALL: W i t h r e s p e c t t o any d e a l s 

you m i g h t have w i t h M a r a t h o n , I t h i n k t h e 

Examiner i s c o r r e c t , you need t o d i s c u s s t h a t 

when i t ' s y o u r t u r n t o t e s t i f y . 

The o n l y t h i n g w o u l d be t o c l a r i f y o r 

c o r r e c t any i n f o r m a t i o n w h i c h Mr. Bu r c h has 

t e s t i f i e d t o . And i f i t ' s e s s e n t i a l l y a c c u r a t e , 

t h e n I t h i n k t h a t w o u l d b e — 

MR. VOIGHT: No, e v e r y t h i n g he 

t e s t i f i e d seemed r i g h t . 
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EXAMINER STOGNER: Thank y o u , Mr. 

V o i g h t . 

Mr. C o o t e r , do you have any q u e s t i o n s 

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

MR. COOTER: One v e r y b r i e f q u e s t i o n , 

Mr. Examiner. 

EXAMINATION 

BY MR. COOTER: 

Q. I n answer t o a q u e s t i o n f r o m Mr. C a r r , 

Mr. B u r c h , you t e s t i f i e d t h a t y o u r p r o p o s e d 

o v e r h e a d c h a r g e s were i n c o n f o r m i t y w i t h t h e 

f i g u r e s l a s t p u b l i s h e d by E r n s t & Young. What 

were t h o s e E r n s t & Young f i g u r e s f o r w e l l s i n 

t h i s a rea? 

A. I d o n ' t have t h a t s u r v e y i n f r o n t o f me; 

and d o n ' t have t h e e x a c t f i g u r e s . The q u e s t i o n 

t h a t was asked , he asked i f t h e y were i n l i n e 

w i t h i t , and t h e y a r e i n l i n e w i t h i t f o r 

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

Q. L e t ' s me add one more q u e s t i o n , t h e n . 

To t h e b e s t o f y o u r r e c o l l e c t i o n , were n o t t h e 

E r n s t & Young f i g u r e s $4,000 p er w e l l w h i l e 

d r i l l i n g and $400 p e r w e l l w h i l e p r o d u c i n g ? 

A. I t h i n k t h o s e f i g u r e s a r e p r o b a b l y , t o 

my r e c o l l e c t i o n , a r e f o r a s h a l l o w e r d e p t h t h a n 
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what we have p r o p o s e d h e r e . 

Q. Do you have t h o s e E r n s t & Young 

f i g u r e s ? 

A. No, s i r , I d o n ' t have t h o s e w i t h me, 

no, s i r . 

MR. COOTER: Thank y o u . 

EXAMINER STOGNER: I n l i n e w i t h t h a t , 

I ' l l t a k e a d m i n i s t r a t i v e n o t i c e o f t h e 1991 E r n s t 

& Young f i g u r e s i n d e t e r m i n i n g t h e o v e r h e a d 

c h a r g e s a p p r o p r i a t e i n t h i s m a t t e r . 

Any o t h e r q u e s t i o n s ? Are t h e r e any 

o t h e r q u e s t i o n s o f t h i s w i t n e s s ? 

MR. VOIGHT: I w o u l d l i k e t o ask him 

one more q u e s t i o n . 

FURTHER EXAMINATION 

BY MR. VOIGHT: 

Q. Do you r e c a l l t a l k i n g t o me on t h e 

t e l e p h o n e j u s t b e f o r e you made a d e a l w i t h 

M a r a t h o n and a s k i n g me i f I w o u l d t a k e $40,000 

and a t h i r d ? 

A. Mr. V o i g h t , I remember t h a t we 

d i s c u s s e d a l o t o f d i f f e r e n t t e r m s o v e r t h e phone-

c o n t a c t s t h a t we've had. I r e c a l l t h a t we ne v e r 

came t o agreement on any o f t h e t e r m s t h a t we 

d i s c u s s e d , and I do r e c a l l t h a t I d i d send a 
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l e t t e r a f t e r t a l k i n g t o management ab o u t some o f 

t h e t h i n g s t h a t we had d i s c u s s e d , and t h e i r 

answer t o t h o s e t e r m s t h a t were d i s c u s s e d were 

o u t l i n e d i n t h e c e r t i f i e d l e t t e r we m a i l e d y o u , 

w i t h t h e p r o p o s a l t h a t we made y o u. 

Q. Do you r e c a l l me c a l l i n g you and a s k i n g 

y o u , w o u l d you g i v e t h e $40,000 and a t h i r d , 

a f t e r you had o f f e r e d i t ? 

A. L i k e I say, l i k e I s a i d , we d i d d i s c u s s 

g e n e r a l t e r m s , m a i n l y t o t r y t o f i n d common 

g r o u n d t h a t we c o u l d d e a l w i t h . You were n e v e r 

made a p r o p o s a l f o r $40,000 and a t h i r d r o y a l t y , 

you n e v e r a c c e p t e d t h o s e t e r m s , and we made our 

o f f e r by c e r t i f i e d l e t t e r o f t h e t e r m s t h a t we 

w o u l d be a g r e e a b l e t o . 

A. I ' l l a g r e e t h a t I d i d n ' t g e t i t by 

l e t t e r . 

EXAMINER STOGNER: Can you r e f e r t o 

w h i c h c e r t i f i e d l e t t e r he's r e f e r r i n g t o ? 

THE WITNESS: Yes, s i r . I t ' s i n 

E x h i b i t 3. 

EXAMINER STOGNER: What's t h e d a t e on 

i t ? 

MR. CARR: T h i r d t o t h e l a s t document 

i n E x h i b i t 3. 
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EXAMINER STOGNER: Now, t h e r e ' s an 

e n t r y on September 1 8 t h , " D i s c u s s e d t e r m s . " I 

assume t h a t was e i t h e r by t e l e p h o n e o r i n pe r s o n ? 

THE WITNESS: That was i n p e r s o n , y e s , 

s i r . I ' v e t e s t i f i e d t o t h a t , t h a t I went t o 

C a r l s b a d and we d i s c u s s e d g e n e r a l t e r m s t o t r y t o 

g a i n g r o u n d t h a t we w o u l d be a b l e t o n e g o t i a t e 

o f f o f . I a l s o n o t e d t h a t when we l e f t t h a t 

m e e t i n g t h e r e were no a g r e e a b l e t e r m s . 

EXAMINER STOGNER: You make a s t a t e m e n t 

i n t h e r e t h a t you m i g h t c o n s i d e r a $40,000 bonus. 

Now, t h a t ' s t h e o n l y t i m e I see t h e $40,000 

m e n t i o n e d t h a t i s b e i n g t a l k e d a b o u t a t t h i s 

p o i n t , and t h a t ' s what a p p e a r s on y o u r — 

THE WITNESS: Yes. 

EXAMINER STOGNER: A l l r i g h t . I j u s t 

want t o make s u r e i t d o e s n ' t appear anywhere else; 

i n h e r e . 

THE WITNESS: To my k n o w l e d g e , i t does 

n o t . 

MR. CARR: Mr. S t o g n e r , on 9/30/91 

t h e r e ' s a l s o a r e f e r e n c e t o $40,000, and t h a t ' s 

on t h e t h i r d o r f o u r t h page o f t h i s e x h i b i t . 

I t ' s t h e t h i r d e n t r y f r o m t h e end. 

EXAMINER STOGNER: Thank y o u . 
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EXAMINATION 

BY MR. STOVALL: 

Q. I n c o n c l u s i o n , w i t h o u t r e g a r d t o any 

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

t h a t you had some d i s c u s s i o n s w i t h Mr. V o i g h t and 

d i f f e r e n t t e r m s were d i s c u s s e d , b u t a t no t i m e 

was t h e r e a m e e t i n g o f t h e minds o r what you 

w o u l d c o n s i d e r an o f f e r and an a c c e p t a n c e t o 

a c q u i r e t h e i r i n t e r e s t i n any way? 

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

o u t l i n e d i n our l e t t e r . 

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

b u t a t any t i m e d i d Y a t e s o f f e r t h e V o i g h t s t h e 

o p p o r t u n i t y t o j o i n t h e w e l l and p a r t i c i p a t e ? 

A. Yes. We were i n f o r m e d t h a t he d i d n o t 

want t o p a r t i c i p a t e . That o f f e r s t i l l i s open t o 

p a r t i c i p a t e . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

q u e s t i o n s o f t h i s w i t n e s s ? 

MR. CARR: We have no f u r t h e r 

q u e s t i o n s . 

EXAMINER STOGNER: You may be ex c u s e d 

a t t h i s t i m e o r f o r t h i s t i m e . 

MR. CARR: At t h i s t i m e , we w o u l d c a l l 

D'Nese F l y . 
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EXAMINER STOGNER: B e f o r e you g e t 

s t a r t e d , Mr. C a r r - -

MR. STOVALL: Perhaps you can c l a r i f y 

t h e r e c o r d . As we examine t h e e x h i b i t t o t h e 

O p e r a t i n g Agreement, t h e V o i g h t i n t e r e s t i s w i t h 

r e s p e c t t o t h e 160 - a c r e p r o r a t i o n u n i t o n l y , i s 

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

MR. CARR: T h a t ' s c o r r e c t . 

MR. STOVALL: The 20 m i n e r a l a c r e s and 

t h e 1 6 0 - a c r e u n i t ? 

MR. CARR: That i s r i g h t . 

MR. STOVALL: W i t h y o u r p e r m i s s i o n and 

t h a t o f t h e Examiner, t o a s s i s t Mr. V o i g h t , s i n c e 

we a l w a y s t r y h e l p o ur p r o se p a r t i e s t h a t appear 

h e r e and g i v e them t h e most b e n e f i t o f b e i n g 

h e a r d , do you u n d e r s t a n d what Ms. F l y ' s t e s t i m o n y 

i s g o i n g t o be a b o u t , t h e p u r p o s e o f her 

t e s t i m o n y , so t h a t as you l i s t e n t o i t you can 

u n d e r s t a n d i t ? Would you l i k e t o summarize i t , 

Mr. C a r r ? 

MR. CARR: She w i l l be p r e s e n t i n g 

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

i n v o l v e d i n d r i l l i n g a w e l l . T h a t ' s what w e ' l l 

be c o v e r i n g w i t h Ms. F l y . 

MR. STOVALL: For t h e r e c o r d , t h e 
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r e a s o n I ' v e s t a t e d t h a t , b e f o r e t h e h e a r i n g Mr. 

V o i g h t i n d i c a t e d t o me t h a t one o f t h e t h i n g s 

t h e y a r e c o n c e r n e d w i t h i s t h e r i s k f a c t o r t h a t ' s 

g o i n g t o be a s s i g n e d , and I want him t o make s u r e 

and l i s t e n t o t h e t e s t i m o n y , w i t h t h e knowledge 

t h a t t h i s i s what t h a t ' s a b o u t . 

MR. CARR: T h i s i s our w i t n e s s on r i s k . 

W e ' l l c a l l P i n s o n McWhorter f o l l o w i n g t h i s , and 

he w i l l t a l k a b o u t Y a t e s ' a b i l i t y t o o p e r a t e 

w e l l s i n t h e a r e a , b u t t h e r i s k t e s t i m o n y w i l l be 

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

EXAMINER STOGNER: You may c o n t i n u e , 

Mr . C a r r . 

D'NESE FLY 

H a v i n g been f i r s t d u l y sworn upon h e r o a t h , was 

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

EXAMINATION 

BY MR. CARR: 

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

r e c o r d , p l e a s e . 

A . D'Nese F l y . 

Q. Where do you r e s i d e ? 

A. I n A r t e s i a , New M e x i c o . 

Q. By whom a r e you employed and i n what 

capac i t y ? 
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A. I'm employed by Y a t e s P e t r o l e u m 

C o r p o r a t i o n as a g e o l o g i s t . 

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 New Mexico O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, s i r . 

Q. And, a t t h e t i m e o f t h a t t e s t i m o n y , 

were y o u r c r e d e n t i a l s as an e x p e r t w i t n e s s i n 

p e t r o l e u m g e o l o g y a c c e p t e d and made a m a t t e r o f 

r e c o r d ? 

A. Yes, s i r . 

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

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

A. Yes. 

Q. Have you made a g e o l o g i c a l s t u d y o f t h e 

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

A. Yes, I have. 

MR. CARR: Are t h e w i t n e s s ' s 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER STOGNER: They a r e . 

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

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

A. Yes, s i r . 

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 Y a t e s E x h i b i t No. 6, 

i d e n t i f y t h i s e x h i b i t and t h e n r e v i e w i t f o r t h e 
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Exam i n e r , p l e a s e . 

A. Okay. E x h i b i t No. 6 i s a map o f t h e 

e a s t e r n p o r t i o n o f t h e N o r t h Dagger Draw-Upper 

P e n n s y l v a n i a n a s s o c i a t e d p o o l . I t shows t h e 

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

t o p o f t h e Canyon or Upper P e n n s y l v a n i a n d o l o m i t e ; 

r e s e r v o i r i n 5 0 - f o o t c o n t o u r s . 

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

s o u t h e a s t on t h i s map by a z e r o d o l o m i t e 

p i n c h o u t . The c i r c l e d w e l l s p o t s a r e 

p e n e t r a t i o n s o f Canyon or deeper f o r m a t i o n s and 

t h e g r e e n - c o l o r e d w e l l s p o t s a r e N o r t h Dagger 

Draw o i l w e l l s , w i t h t h e r e d - c i r c l e d gas w e l l 

s p o t s i n d i c a t i n g sweet gas p r o d u c t i o n f r o m zones 

s t r a t i g r a p h i c a 1 l y l o w e r t h a n t h e Canyon 

f o r m a t i o n , such as t h e S t r a w n , A t o k a o r Morrow. 

The c r o s s - s e c t i o n , w h i c h w i l l be 

E x h i b i t No. 7, i s seen h e r e as A t o A 1. 

Q. The s u b j e c t w e l l i s t h e g r e e n s p o t i n 

t h e n o r t h w e s t o f S e c t i o n 29, c o r r e c t ? 

A. W e l l , i t s h o u l d n o t be c o l o r e d . I t ' s 

n o t a p r o d u c e r . On my map i t ' s n o t c o l o r e d , i t ' s 

j u s t t h e p r o p o s e d l o c a t i o n . T h a t ' s t h e c o r r e c t 

l o c a t i o n , t h o u g h . 

Q. And t h e n o r t h w e s t o f 29 i s t h e 
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i n d i c a t e d p r o p o s e d l o c a t i o n ? 

A. R i g h t . 

Q. And t h i s map was c o n s t r u c t e d w i t h w e l l 

c o n t r o l i n f o r m a t i o n ? 

A. Yes, s i r , o f f t h e p o r o s i t y l o g s . 

Q. There was no s e i s m i c o r o t h e r d a t a 

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

A . No, s i r . 

Q. And t h e w e l l c o n t r o l , you w o u l d a l s o 

have w e l l c o n t r o l i n f o r m a t i o n f r o m t h e w e l l s t h a i 

a r e shaded r e d on t h i s e x h i b i t ? 

A . Yes, s i r . 

Q. As t o S e c t i o n 29, t h e r e i s no w e l l 

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

c o r r e c t ? 

A. T h a t ' s r i g h t . 

Q. L e t ' s move t o E x h i b i t No. 7, and I 

w o u l d ask you t o i d e n t i f y t h a t , p l e a s e . 

A. E x h i b i t No. 7 i s an e a s t / w e s t 

s t r u c t u r a l c r o s s - s e c t i o n a c r o s s t h e same p o r t i o n 

o f t h e N o r t h Dagger Draw f i e l d . The p o r o s i t y 

l o g s were used h e r e and were hung on a datum o f i 

minus 3,900 f e e t b e l o w sea l e v e l . The v e r t i c a l 

s c a l e s , two and a h a l f i n c h e s e q u a l s 100 f e e t . 

The h o r i z o n t a l s c a l e i s p r o p o r t i o n a l t o map 
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d i s t a n c e s . 

The t o p o f t h e Canyon l i m e s t o n e , o r t h e 

Upper Penn i s shown a l o n g w i t h t h e Dagger Draw 

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

t i l t e d b i g w a t e r s u r f a c e . T h i s c r o s s - s e c t i o n 

shows t h a t f r o m e a s t t o west t h e Canyon or Upper 

Penn d o l o m i t e r e s e r v o i r has a d e c r e a s i n g 

h y d r o c a r b o n b e a r i n g column. As t h e d o l o m i t e 

s t r u c t u r a l l y d i p s t o t h e e a s t , i t r e a c h e s a p o i n t 

where t h e e n t i r e r e s e r v o i r w i l l become w a t e r w e t . 

Q. I n y o u r g e o l o g i c s t u d y o f t h e a r e a , 

c o u l d you b r i e f l y d e s c r i b e f o r us t h e n a t u r e o f 

t h e r e s e r v o i r ? 

A. Yes. The Dagger Draw f i e l d p r o d u c e s 

sweet o i l , s o u r gas and a b r a c k i s h s u l f u r w a t e r 

f r o m a combined s t r a t i g r a p h i c , h y d r o d y n a m i c and 

s t r u c t u r a l t r a p . L i t h o 1 o g i c a 1 l y , t h e r e s e r v o i r 

i s d o l o m i t e w i t h i n t e r c r y s t a l l i n e , vuggy and 

f r a c t u r e d p o r o s i t y . 

From a s t r a t i g r a p h i c s t a n d p o i n t , t h e 

d o l o m i t e r e s e r v o i r p i n c h e s o u t u p d i p t o t h e west 

i n t o a t i g h t , s e a l i n g l i m e s t o n e . The downdip 

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

economics r e l a t i n g t o a s u b s t a n t i a l i n c r e a s e i n 

w a t e r p r o d u c t i o n . 
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T h e r e ' s no f r e e w a t e r p r o d u c t i o n i n 

t h i s f i e l d . However, t h e r e i s a mappable 

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

d o l o m i t e r e s e r v o i r i s v i r t u a l l y a l l w a t e r 

f i l l e d . T h i s s u r f a c e , w h i c h i s h y d r o d y n a m i c a l l y 

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

r e f e r r e d t o by Y a t e s as t h e B i g Water, and i s 

shown h e r e on E x h i b i t No. 7. 

Q. Are you p r e p a r e d t o make a 

r e c o m m e n d a t i o n t o t h e Examiner as t o t h e r i s k 

p e n a l t y t h a t s h o u l d be imposed on any i n t e r e s t 

owner who does n o t v o l u n t a r i l y p a r t i c i p a t e i n t h e 

w e l 1 ? 

A . Yes, s i r . 

Q. What p e n a l t y w o u l d t h a t be? 

A. I t h i n k i t s h o u l d be 200 p e r c e n t . 

Q. C o u l d you summarize t h e g e o l o g i c a l 

r i s k s , as you see them, i n v o l v e d i n d r i l l i n g t h i s ; 

p a r t i c u l a r w e l l ? 

A. Uh-huh. T h i s Dagger Draw R e s e r v o i r , 

l i k e a l l o t h e r c a r b o n a t e r e s e r v o i r s , i s complex 

i n i t s g e o m e t r y and v a r i a b l e i n t h e r e s e r v o i r 

q u a l i t y f r o m p l a c e t o p l a c e ; t h a t i s , t h e 

g e o l o g i c a l r i s k i n d r i l l i n g f o r and d e v e l o p i n g 

c a r b o n a t e r e s e r v o i r s i s a l w a y s p r e s e n t . 
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The p r o p o s e d l o c a t i o n f o r t h e V o i g h t 

AJD Com #1 i s i n U n i t D o f S e c t i o n 29, Township 

19 S o u t h , Range 25 E a s t , and as seen on t h e 

s t r u c t u r e map, t h i s l o c a t i o n has v e r y l i m i t e d 

c o n t r o l a r o u n d i t . 

The r i s k i n t h i s p o r t i o n o f t h e Dagger 

Draw f i e l d a l s o has t o do w i t h t h e amount o f 

h y d r o c a r b o n b e a r i n g column w i t h i n t h e d o l o m i t e 

r e s e r v o i r , as e x p l a i n e d i n t h e c r o s s - s e c t i o n . As 

e a r l i e r s t a t e d , t h e e a s t e r n l i m i t s o f t h e f i e l d 

a r e c o n s t r a i n e d by economics r e l a t e d t o t h e 

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

T h i s l o c a t i o n i s a p p r o a c h i n g t h o s e l i m i t s f o r an 

e c o n o m i c a l r e s e r v o i r . 

Q. L e t ' s l o o k back t o f o r a m i n u t e t o 

E x h i b i t No. 6, and u s i n g t h i s j u s t f o r r e f e r e n c e , 

c o u l d you use t h i s t o i d e n t i f y t h e l o c a t i o n o f 

t h e w e l l t h a t i s d i s p l a y e d on Y a t e s E x h i b i t No. 

10? 

A. Yes. I t ' s i n S e c t i o n 20 i n t h e 

s o u t h w e s t q u a r t e r . 

Q. I s E x h i b i t No. 10 a s e c t i o n o f t h e l o g 

on t h i s we 11? 

A. Yes, i t i s , i t ' s o v e r t h e d o l o m i t e 

r e s e r v o i r . 
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Q. C o u l d you r e f e r t o t h i s e x h i b i t and 

e x p l a i n t o Mr. S t o g n e r how o f f s e t t i n g w e l l s t o 

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

t h i s r e s e r v o i r ? 

A. Sure. The w e l l i n S e c t i o n 20 i n t h e 

s o u t h w e s t q u a r t e r i s t h e Ross EG # 1 . I t was 

o r i g i n a l l y c o m p l e t e d as a Morrow w e l l i n 1975 by 

Y a t e s , and i n 1989 we r e c o m p l e t e d t h i s w e l l i n 

t h e Canyon f o r m a t i o n . 

At t h i s t i m e we d i d n o t have a l o t o f 

c o n t r o l i n S e c t i o n 20. We were j u s t g e t t i n g 

s t a r t e d w i t h our a c t i v i t y i n t h e Dagger Draw 

F i e l d . When we p e r f o r a t e d t h i s w e l l , we t h o u g h t 

we were above what we map as t h e B i g Water 

t ab1e. 

I t ' s been a m a r g i n a l w e l l t h r o u g h t i m e , 

making between 50 t o 75 b a r r e l s o f o i l a day. We 

went back i n r e c e n t l y , w i t h i n t h e l a s t y e a r , and 

r e c o m p l e t e d t h i s , opened up a few more h o l e s and 

d i d a n o t h e r a c i d j o b on i t . We e v i d e n t l y were 

r i g h t on t h e l i m i t s o f our w a t e r t a b l e and our 

i n i t i a l p e r f o r a t i o n s , and we're g e t t i n g a l l w a t e r 

now . 

Q. What does E x h i b i t 10 show you a b o u t 

t h i s w e l l ? 
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A. I t shows a l s o t h e d e c r e a s i n g amount o f 

h y d r o c a r b o n b e a r i n g column t h a t we a r e g e t t i n g , 

how i t can v a r y f r o m w e l l t o w e l l . T h i s one has 

abo u t 200 f e e t o r so o f d o l o m i t e . We have a b o u t 

75 f e e t o f h y d r o c a r b o n b e a r i n g zone. 

Q. And t h a t ' s above t h e w a t e r ? 

A. T h a t ' s above t h e B i g Water, y e s . 

Q. I s i t f a i r t o say t h a t t h i s w e l l has 

been a poor p r o d u c e r i n t h e Canyon f o r m a t i o n ? 

A. Yes, I t h i n k t h a t w o u l d be f i n e . 

Q. I f we l o o k a t E x h i b i t 6, t h e r e ' s a w e l l 

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

E o f S e c t i o n 20. How i t does t h a t w e l l compare 

s t r u c t u r a l l y w i t h t h e w e l l we've j u s t been 

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

A. On t h e t o p o f t h e d o l o m i t e , 

s t r u c t u r a l l y i t s i t s l o w e r . 

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

been? 

A. T h i s has been a v e r y good p r o d u c e r . 

T h i s i s t h e Ross EG #4. I t ' s making a b o u t 500 

b a r r e l s o f o i l a day. 

Q. What do t h e s e two w e l l s t e l l you ab o u t 

t h e Canyon f o r m a t i o n i n t h i s a r ea? 

A. I t t e l l s you how i t can change f r o m one 
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t o a n o t h e r , how r i s k y i t i s . You can e i t h e r g e t 

a w e l l w i t h a s m a l l h y d r o c a r b o n column o r 

p o s s i b l y one w i t h a l a r g e r one. I t a l s o t e l l s 

t h e r i s k i n c o m p l e t i o n s . 

Q. W i l l you know w h e t h e r o r n o t y o u ' r e 

a b l e t o g e t a w e l l u n t i l you a c t u a l l y d r i l l and 

c o m p l e t e ? 

A. T h a t ' s t r u e . 

Q. W i l l you been a b l e t o know t h a t b e f o r e 

you d r i l l and c o m p l e t e ? 

A . No . 

Q. I n y o u r o p i n i o n , Ms. F l y , i s i t 

p o s s i b l e t h a t Y a t e s c o u l d d r i l l a w e l l a t t h i s 

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

A. There i s t h a t p o s s i b i l i t y , b u t I f e e l 

l i k e we w i l l e n c o u n t e r r e s e r v o i r . I'm j u s t n o t 

s u r e how much w i t h t h e l a c k o f w e l l c o n t r o l 

a r o u n d t h e p r o p o s e d l o c a t i o n , o r a c t u a l l y 

s t e p p i n g o u t away f r o m t h e main f i e l d . 

Q. And y o u ' r e on t h e e a s t e r n edge o f t h e 

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

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

Q. Were E x h i b i t s 6, 7 and 10 c o m p i l e d by 

you? 

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

we w o u l d move t h e a d m i s s i o n o f Y a t e s E x h i b i t s 6, 

7 and 10. 

EXAMINER STOGNER: 6, 7 and 10 w i l l be 

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

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

e x a m i n a t i o n o f Ms. F l y . 

EXAMINER STOGNER: Mr. V o i g h t , do you 

have any q u e s t i o n s o f t h i s w i t n e s s p e r t a i n i n g t o 

t h e r i s k p e n a l t y f a c t o r o r t h e g e o l o g i c a l 

i n f o r m a t i o n t h a t she has p r o v i d e d ? 

MR. VOIGHT: J u s t one q u e s t i o n . 

EXAMINATION 

BY MR. VOIGHT: 

Q. I s t h i s 200 p e r c e n t r i s k f a c t o r , i s 

t h a t c o s t p l u s 200 p e r c e n t o r comes p l u s 100 

p e r c e n t ? How i s t h a t d e f i n e d ? 

A. I t h i n k t h a t ' s c o s t p l u s 200 p e r c e n t . 

MR. VOIGHT: That sounds l i k e 300 

p e r c e n t t o me. 

MR. STOVALL: I t ' s a m a t t e r o f 

t e r m i n o l o g y , Mr. V o i g h t . I n o p e r a t i n g 

a g r e e m e n t s , you commonly see i t r e f e r r e d t o as a 

300 p e r c e n t n o n c o n s e n t p e n a l t y . I n t h e s t a t u t e 

u n der f o r c e d p o o l i n g , t h e la n g u a g e r e f e r s t o a 
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c h a r g e f o r r i s k o f n o t more t h a n 200 p e r c e n t o f 

t h e c o s t o f t h e w e l l , i n a d d i t i o n t o c o s t o f t h e 

we 11 . 

You a r e c o r r e c t i n y o u r i n t e r p r e t a t i o n , 

i t ' s t h e same as a 300 p e r c e n t n o n c o n s e n t p e n a l t y 

u nder an o p e r a t i n g a greement. I n o t h e r w o r d s , i f 

t h e y g e t what t h e y ask f o r , t h e y w i l l r e c o v e r 

t h e i r c o s t s p l u s an a d d i t i o n a l 200 p e r c e n t o f 

t h o s e c o s t s b e f o r e y o u r i n t e r e s t w o u l d come back 

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

p r o d u c t i o n . 

MR. VOIGHT: Can I say a n y t h i n g e l s e ? 

MR. STOVALL: I f you want t o her a 

q u e s t i o n a b o u t t h e g e o l o g y . Y o u ' l l have an 

o p p o r t u n i t y t o t e s t i f y . 

MR. VOIGHT: No o t h e r q u e s t i o n s . 

EXAMINER STOGNER: Mr. C o o t e r , do you 

have any q u e s t i o n s ? 

MR. COOTER: I have no q u e s t i o n s , Mr. 

S t o g n e r . 

EXAMINATION 

BY MR. STOGNER: 

Q. I f you c o u l d bear w i t h me and go o v e r 

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

200 p e r c e n t r i s k p e n a l t y . I ' v e j o t t e d some n o t e s 
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down, and you were t a l k i n g a b o u t t h e complex 

g e o l o g y i n t h e a r e a and t h e q u a l i t y o f t h e 

r e s e r v o i r , l i m i t e d c o n t r o l , and t h e amount o f 

h y d r o c a r b o n b e a r i n g columns w i t h i n t h e a r e a , b u t 

you m e n t i o n e d s o m e t h i n g a b o u t e c o n o m i c s . Do you 

want t o go i n t o a l i t t l e b i t more d e t a i l on what 

I had c o v e r e d ? 

A. W e l l , I was f i g u r i n g i n t h e ec o n o m i c s . 

I f you g e t a w a t e r - w e t r e s e r v o i r , i t ' s n o t v e r y 

e c o n o m i c a l as we a p p r o a c h t h e e a s t e r n edge o f 

t h i s f i e l d . Does t h a t answer t h a t q u e s t i o n ? 

Q. When you s a i d " economics," what I'm 

h e a r i n g i s , when you s a i d e conomics y o u ' r e 

r e f e r r i n g t o j u s t t h e w a t e r s a t u r a t i o n o f y o u r 

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

p r o d u c e o u t o f ? 

A. Yes. As we a p p r o a c h t h e e a s t e r n edge, 

t h e w a t e r - w e t r e s e r v o i r i n c r e a s e s t o e v e n t u a l l y 

where i t encompasses t h e e n t i r e amount o f 

d o l o m i t e . T h e r e f o r e , t h e w e l l s become l e s s and 

l e s s economic as you move e a s t w a r d , moving i n t o 

t h e t o t a l w a t e r - w e t r e s e r v o i r . 

MR. STOVALL: I s y o u r q u e s t i o n , what 

does t h e t e r m "economic" mean? You want h er t o 

d e f i n e t h a t t e r m as she used i t ? 
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A. We speak o f a w e l l b e i n g economic i f i t 

w i l l make o i l o r gas and l e s s w a t e r . I f i f makes 

a l l w a t e r , i t ' s n o t a v e r y economic w e l l . I t 

won't make you any money. 

Q. I know what y o u ' r e s a y i n g , b u t t h e word 

economics i n t h i s p a r t i c u l a r i n s t a n c e i s v e r y , 

v e r y , v e r y l i m i t e d , j u s t t o t h e w a t e r b e a r i n g o f 

t h e zone, c o r r e c t ? 

A. I t h i n k we're a g r e e i n g on t h e same 

t h i n g . 

Q. The word economics i s v e r y b r o a d , b u t 

y o u r t e r m i n o l o g y o f i t and y o u r d e f i n i t i o n i s 

j u s t v e r y , v e r y l i m i t e d . We have 200 p e r c e n t 

r i s k p e n a l t y , what y o u ' r e s e e k i n g f o r . I'm 

t r y i n g t o make a column h e r e , s i n c e we're t a l k i n g 

a b o u t a m a t h e m a t i c a l number, and what t o a s s i g n 

p e r h a p s each and e v e r y one o f t h e s e v a r i a b l e s t o 

come up w i t h 200 p e r c e n t . I want t o make s u r e I 

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

be t h e r i s k p e n a l t y . 

So f a r , what I ' v e h e a r d , i t ' s a l l 

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

am I c o r r e c t ? 

A. I f e e l l i k e t h a t , y e s . 

Q. When I l o o k a t y o u r E x h i b i t No. 6, 
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t h e s e w e l l s w h i c h a r e g r e e n a r e Canyon d o l o m i t e 

o i l w e l l s . Are t h o s e w h e e l s i n t h e N o r t h Dagger 

D r a w - P e n n s y l v a n i a n p o o l o r what p o o l a r e t h e y i n ? 

A. Yes, t h e y ' r e i n t h e N o r t h Dagger 

D r a w - P e n n s y l v a n i a n p o o l . 

Q. Am I c o r r e c t , i s t h a t p o o l spaced on 

160 a c r e s ? 

A. Yes, s i r , w i t h a 700 b a r r e l a l l o w a b l e 

f o r t h e 160. 

Q. N a t u r a l l y i t a p p e a r s t h e r e a r e some 

160-acre p r o r a t i o n u n i t s t h a t have more t h a n one 

w e l l , b u t y o u r 700 b a r r e l l i m i t i s on t h e 

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

A. Yes. 

Q. Are t h e r e any d r y h o l e s i n h e r e n o t 

shown on t h i s map, or does i t show a l l t h e w e l l s 

t h a t have p e n e t r a t e d t h e - -

A. T h i s shows a l l t h e w e l l s t h a t have 

p e n e t r a t e d . There i s a d r y h o l e down h e r e i n 

S e c t i o n 32. 

Q. Looks l i k e t h e r e ' s two o f them. 

A. T h e r e ' s two, one e n c o u n t e r e d z e r o 

d o l o m i t e , t h e one i n t h e n o r t h e a s t e r n q u a r t e r . 

The one i n t h e n o r t h w e s t e r n q u a r t e r e n c o u n t e r e d 

19 f e e t o f d o l o m i t e . W i t h t h e l i m i t e d amount o f 
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c o n t r o l , I'm n o t s u r e how f a r up i n t o S e c t i o n 29 

t h i s z e r o d o l o m i t e l i m i t w i l l t r a v e l up i n t o 

Sect i o n 19-29. 

Q. L e a d i n g up t o my n e x t q u e s t i o n . Were 

t h e r e any o t h e r p a r a m e t e r s b e s i d e s w e l l b o r e o r 

l o g s u t i l i z e d i n p r e p a r i n g y o u r E x h i b i t No. 6, 

such as s e i s m i c ? 

A. No, s i r . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

q u e s t i o n s o f t h i s w i t n e s s ? 

MR. CARR: I have one. 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Ms. F l y , does Y a t e s P e t r o l e u m 

C o r p o r a t i o n d e s i r e t o be d e s i g n a t e d o p e r a t o r o f 

t h e p r o p o s e d w e l l ? 

A. Yes, s i r . 

MR. CARR: T h a t ' s a l l I have. 

EXAMINER STOGNER: I have a n o t h e r 

q u e s t i o n . 

FURTHER EXAMINATION 

BY MR. STOGNER: 

Q. I n S e c t i o n 30, i n t h e n o r t h e a s t q u a r t e 

o f t h e s o u t h e a s t q u a r t e r , t h a t w e l l i s marked 

g r e e n b u t i t ' s a l s o shown as a gas w e l l , and 
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t h e r e a r e two or t h r e e o t h e r s l i k e t h a t , a l s o . 

A. Yes. Some o f t h e s e have been d r i l l e d 

as i n i t i a l Morrow p r o d u c e r s and have been 

r e c o m p l e t e d back up i n t o t h e Canyon a t t h i s t i m e 

Q. So t h e o r i g i n a l gas w e l l d e s i g n a t i o n , 

and t h a t ' s t h e s p i d e r l o o k i n g l e g s coming o u t o f 

i t , n o t i f i e s t h a t i t was a Morrow c o m p l e t i o n o r 

Morrow p r o d u c e r a t one t i m e , and d o e s n ' t r e f l e c t 

t h e d o l o m i t e p r o d u c t i o n ? 

A. No. Th e r e ' s no gas p r o d u c t i o n on t h i s 

s i d e o f t h e f i e l d i n t h e d o l o m i t e r e s e r v o i r . 

Q. And, o f c o u r s e , t h e Morrow f o r m a t i o n i 

f a r b elow t h e Canyon f o r m a t i o n i n w h i c h we're 

s e e k i n g f o r c e d p o o l i n g t o d a y , i s t h a t c o r r e c t ? 

A. Yes, s i r . 

EXAMINER STOGNER: Any o t h e r 

q u e s t i o n s ? Mr. V o i g h t ? 

EXAMINATION 

BY MR. VOIGHT: 

Q. I know I h e a r d you m e n t i o n w a t e r b e i n g 

a f a c t o r t h e r e . Doesn't Y a t e s have a w a t e r 

d i s p o s a l near t h i s w e l l ? 

A. Yes, s i r , t h e y do, o v e r i n S e c t i o n 2 1 . 

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

I f we do e n c o u n t e r some w a t e r , w h i c h we're g o i n g 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

17 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

43 

t o because e v e r y w e l l o u t h e r e p r o d u c e s w a t e r 

a l o n g w i t h t h e o i l o r gas, b u t we d o n ' t want t o 

g e t i n t o t h e l i m i t s o f t h e f i e l d where i t ' s 

t o t a l l y w a t e r s a t u r a t e d w i t h no h y d r o c a r b o n . 

MR. VOIGHT: T h a t ' s a l l . 

EXAMINER STOGNER: Any o t h e r q u e s t i o n s ? 

I f n o t , Mr. C a r r ? 

MR. CARR: Mr. S t o g n e r , we have p r e s e n t 

P i n s o n McWhorter, an e n g i n e e r , t o t e s t i f y a b o u t 

Y a t e s ' a b i l i t y t o o p e r a t e t h e w e l l . He was 

i d e n t i f i e d because we t h o u g h t Mr. C o o t e r m i g h t be 

h e r e c h a l l e n g i n g o p e r a t i o n s t o d a y . I d o n ' t 

b e l i e v e t h e r e i s a n y t h i n g t h a t Mr. M c W h o r t e r 1 s 

t e s t i m o n y w o u l d add t o our p r e s e n t a t i o n a t t h i s 

t i m e , and t h e r e f o r e I do n o t i n t e n d t o c a l l h im. 

That c o n c l u d e s o ur d i r e c t p r e s e n t a t i o n . 

EXAMINER STOGNER: Thank y o u , Mr. 

Ca r r . 

I n t h a t c ase, Mr. V o i g h t , we're r e a d y 

f o r you t o make some s t a t e m e n t s o r e n l i g h t e n us. 

MR. VOIGHT: F i r s t o f a l l , I w o u l d l i k e 

t o p o i n t o u t t h a t I was h i n d e r e d t o make a d e a l 

w i t h Y a t e s o r N e a r b u r g a t t h e t i m e t h e y s t a r t e d 

c o n t a c t i n g me, because I had s i g n e d a c o n t r a c t 

w i t h M a r a t h o n w h i c h was good u n t i l O c t o b e r t h e 
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1 s t . 

I have an agre e m e n t , s i g n e d agreement 

w i t h M a r a t h o n , on a 100 p e r c e n t p e n a l t y , c o s t 

p l u s 100 p e r c e n t . 

MR. STOVALL: To c l a r i f y t h i s , you say 

you have a s i g n e d agreement w i t h M a r a t h o n . What 

t y p e o f agreement i s t h a t ? 

MR. VOIGHT: I t was a l m o s t l i k e a 

f o r c e d p o o l i n g agreement. Would you l i k e t o see 

i t ? 

MR. STOVALL: I f you w o u l d l i k e t o 

s u b m i t i t i n t o t h e r e c o r d , you have t h e r i g h t t o 

do so. Mr. C a r r , w o u l d you h e l p him mark t h a t ? 

MR. CARR: Yes, s i r . 

EXAMINER STOGNER: Mr. C a r r , I see t h a t 

you have stamped t h a t . 

MR. CARR: I ' v e marked i t V o i g h t 

E x h i b i t No. 1. 

MR. STOVALL: Would you c a r e t o l o o k a t 

i t , Mr. C a r r , b e f o r e he g i v e s i t t o us? 

MR. CARR: No. 

EXAMINATION 

BY MR. STOVALL: 

Q. Mr. V o i g h t , d i d you e v e r a c t u a l l y s i g n 

a copy o f t h i s and send i t back t o Marathon? 
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T h i s copy i s n o t s i g n e d . 

A. Yes, I d i d . 

Q. Whatever happened? D i d M a r a t h o n n o t 

d r i l l t h e w e l l ? 

A. M a r a t h o n t h o u g h t t h a t t h e y had t h e 

N e a r b u r g p e r c e n t a g e , and t h e y f o u n d o u t l a t e r 

t h a t t h e y d i d n ' t . And t h a t ' s when t h e y c o n t a c t e d 

me and t o l d me t h e y w e r e n ' t g o i n g t o be a b l e t o 

d r i l l t h e we 1 1 . 

He s u g g e s t e d t h a t I s t a r t t r y i n g t o 

n e g o t i a t e a d e a l w i t h Mr. N e a r b u r g o r Y a t e s , o r 

whoever I p r e f e r r e d . He d i d n ' t a d v i s e me one way 

or t h e o t h e r w h i c h way t o go, he j u s t s a i d t h e y 

w e r e n ' t g o i n g t o be a b l e t o d r i l l t h e w e l l . 

Q. Was t h i s a r o u n d t h e August t i m e f r a m e , 

when t h e Y a t e s w i t n e s s t e s t i f i e d t h a t you 

c o n t a c t e d him? 

A. Yes. I d o n ' t remember i f I c a l l e d Mr. 

Bu r c h o r he c a l l e d me, b u t he u n d e r s t o o d t h e k i n d 

o f d e a l t h a t I had s i g n e d w i t h M a r a t h o n , and he 

t o l d me t h a t i t l o o k e d l i k e i t was a t o t a l 

s u r p r i s e t o him t h a t t h e y were t r y i n g t o d r i l l 

t h e w e l l . He s a i d i t l o o k e d l i k e he was g o i n g t o 

have t o f o r c e p o o l them and N e a r b u r g i n o r d e r t o 

g e t t h e i r a t t e n t i o n , and t h e y w o u l d have t o 
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i n c l u d e me, and f o r me t o more or l e s s j u s t 

d i s r e g a r d i t , t h a t t h e y w o u l d go a l o n g w i t h t h e 

same k i n d o f d e a l t h a t I had w i t h M a r a t h o n . 

Q. You're s a y i n g t h a t Mr. Bu r c h t o l d you 

t h a t , t h a t he w o u l d go a l o n g w i t h t h e d e a l ? 

A. Yes, he d i d . 

Q. H i s t e s t i m o n y was o t h e r w i s e . 

A. I u n d e r s t a n d t h a t . 

Q. Had he seen t h i s agreement a t t h e t i m e 

he t o l d you t h a t ? 

A. I d o n ' t know i f he had seen a copy o f 

i t o r n o t . I had t o l d h im o f t h e agreement. I 

d o n ' t suppose he had. 

Q. Pardon me i f I'm i n t e r r u p t i n g y o u r 

t e s t i m o n y , b u t 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 e 

main r e a s o n y o u ' r e s u b m i t t i n g t h i s i s e v i d e n c e o 

t h e f a c t t h a t s o m e t h i n g l e s s t h a n a 200 p e r c e n t 

r i s k p e n a l t y f a c t o r w o u l d be a p p r o p r i a t e based 

upon M a r a t h o n ' s w i l l i n g n e s s t o c a r r y you f o r 100 

p e r c e n t ? I s t h a t y o u r main c o n c e r n w i t h r e s p e c t 

t o t h i s e x h i b i t ? 

A. Yes. 

Q. Why d o n ' t you p r o c e e d w i t h w h a t e v e r 

e l s e you w o u l d l i k e t o say. 

A. I t o l d him I w o u l d be happy w i t h t h i s 
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k i n d o f d e a l , and he i n d i c a t e d t o me t h a t a t t h a t 

t i m e t h e y d i d n ' t know how M a r a t h o n was g o i n g t o 

go, i f t h e y were g o i n g t o go w i t h N e a r b u r g o r i f 

t h e y were g o i n g t o go w i t h Y a t e s P e t r o l e u m . 

My 20 a c r e s was g o i n g t o d e c i d e who 

w o u l d be t h e o p e r a t o r o f t h i s w e l l , i f N e a r b u r g 

d e c i d e d t o p e t i t i o n t h e d e a l . But e v e n t u a l l y 

M a r a t h o n went w i t h Y a t e s . 

As soon as t h a t happened, a l l o f my 

d e a l s t h a t I had w i t h him went back t o a l e t t e r 

t h a t he had w r i t t e n . He had o f f e r e d me more 

money t h a n what t h e l e t t e r i n d i c a t e s h e r e . But 

as soon as he g o t M a r a t h o n t h r o u g h a l l t h e i r l a n d 

i n t o them, t h e n my d e a l was o f f w i t h them. 

Q. What y o u ' r e s a y i n g i s , w h i l e y o u r 

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

e f f e c t , i t ' s y o u r u n d e r s t a n d i n g t h a t Y a t e s 

o f f e r e d you a p r o p o s a l t h a t i n c l u d e d more money 

t h a n what t h e y o f f e r e d you a f t e r y o u r d e a l w i t h 

M a r a t h o n e x p i r e d ? I s t h a t e s s e n t i a l l y c o r r e c t ? 

A. E x a c t l y . R i g h t . I made s e v e r a l 

p r o p o s a l s t o Mr. Y a t e s how I w o u l d do i t , and he 

asked m e — a t one t i m e he asked me i f I w o u l d t a k e 

a t h i r d and $40,000, and I a c t u a l l y a t t h e t i m e 

s a i d "No" and I t o l d him t h a t I w o u l d t a k e 
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$40,000, a q u a r t e r , and a f t e r one p a y o u t I wa n t e d 

t h e r o y a l t y i n t e r e s t t o c o n v e r t t o a h a l f r o y a l t y 

i n t e r e s t . 

And t h e n l a t e r , a f t e r M a r a t h o n t h r o w e d 

i n w i t h - - I mean N e a r b u r g t h r o w e d i n 

w i t h - - M a r a t h o n t h r o w e d i n w i t h Y a t e s , I c a l l e d 

him back and asked him i f he w o u l d s t i l l g i v e t h e 

$40,000 and a t h i r d , and he d i d n ' t say a n y t h i n g . 

I t o l d him t o c a l l my w i f e i f he s t i l l w a n t e d t o 

do i t , and when he c a l l e d h e r I t o l d h im, " J u s t 

g i v e h er a 'yes' o r 'no,'" and t h e n he s t a r t e d 

o f f e r i n g h e r t h i s same t h i n g he had w r i t t e n i n 

t h e l e t t e r . 

Q. So we u n d e r s t a n d y o u r b a c k g r o u n d and 

u n d e r s t a n d i n g , do you or y o u r w i f e own any o t h e r 

m i n e r a l i n t e r e s t s ? 

A. Sure do. 

Q. Where a r e t h e y l o c a t e d ? 

A. I n Eddy County, Lea County and Chaves 

County. 

Q. Are any o f t h o s e i n t e r e s t s l e a s e ? 

A. Yes. We have p r o d u c i n g w e l l s . 

Q. But y o u ' r e a c t u a l l y , i n t h o s e c a s e s , 

r e c e i v i n g a r o y a l t y and n o t a w o r k i n g i n t e r e s t ? 

I'm t r y i n g t o d e v e l o p a base o f y o u r 
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u n d e r s t a n d i n g o f t h i s b u s i n e s s . 

A. I ' v e been f o r c e p o o l e d b e f o r e and I ' v e 

made d e a l s b e f o r e on p e r c e n t a g e on r i s k f a c t o r . 

Q. You f e e l t h a t y o u ' r e r e a s o n a b l y 

k n o w l e d g e a b l e i n t h e s e o p e r a t i o n s and t h i s t y p e 

o f d e a l making? 

A. Uh-huh. I'm p e r f e c t l y happy w i t h t h e 

d e a l t h a t I s i g n e d t h e r e , and t h e y were, t o o . I 

have been t o l d t h a t t h e r i s k f a c t o r t h e r e i s 

p r o b a b l y 75 p e r c e n t t h a t y o u ' l l h i t a w e l l . That 

may n o t agr e e w i t h h e r t e s t i m o n y , b u t o t h e r o i l 

companies have t o l d me t h a t . I know t h e r e ' s a 

r i s k , and I'm n o t w a n t i n g any company t o d r i l l 

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

back f o r t h e i r t r o u b l e . I t ' s my o p i n i o n t h a t 200 

p e r c e n t i s a p r e t t y good r i s k f a c t o r . 

Q. So we u n d e r s t a n d , what we're t a l k i n g 

a b o u t s p e c i f i c a l l y i s p o o l i n g y o u r i n t e r e s t as an 

u n l e a s e d m i n e r a l i n t e r e s t , and t h a t u nder t h e 

s t a t u t e as s u c h , o n e - e i g h t h o f t h a t i n t e r e s t 

w o u l d be t r e a t e d as a r o y a l t y and you w o u l d n o t 

have t o bear any c o s t s . Do you u n d e r s t a n d t h a t ? 

I n o t h e r w o r d s , you have a 2 0 - a c r e m i n e r a l 

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

A. R i g h t . 
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Q. I t ' s n o t l e a s e d t o anybody a t t h i s 

t ime? 

A . No . 

Q. I f y o u r i n t e r e s t i s f o r c e d p o o l e d , 

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

New M e x i c o , o n e - e i g h t h o f t h a t 20 a c r e s w i l l be 

t r e a t e d as a r o y a l t y , j u s t as i f you had s i g n e d 

o n e - e i g h t h l e a s e ? 

A. I u n d e r s t a n d t h a t . 

Q. And y o u ' l l g e t t h a t r e v e n u e c o s t f r e e ? 

A. R i g h t . 

Q. And t h e p r o c e e d s . So we're t a l k i n g 

a b o u t t h e s e v e n - e i g h t h s o f y o u r 20 a c r e s becomes 

a w o r k i n g i n t e r e s t , as i f you were t h e 

l e s s e e / o p e r a t o r o f t h a t a c r e a g e , c o r r e c t ? 

A. R i g h t . 

Q. Do you have any o b j e c t i o n t o Y a t e s 

b e i n g t h e o p e r a t o r o f t h e w e l l ? 

A. None w h a t s o e v e r . 

Q. What a b o u t t h e o p e r a t i n g c o s t s t h e y 

p r o p o s e , t h e o v e r h e a d c h a r g e s ? Do you have any 

p r o b l e m s w i t h t h o s e ? 

A. I t seems t o be b e t t e r t h a n o t h e r 

f i g u r e s t h a t I ' v e h e a r d f r o m o t h e r companies. 

Q. I t h i n k i t ' s l o w e r t h a n M a r a t h o n was 
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g i v i n g y o u , wasn't i t ? by a c o u p l e h u n d r e d 

d o l l a r s ? 

A. Yes. 

Q. You're n o t o b j e c t i n g a t t h i s t i m e t o 

t h e AFE c o s t s o r any o f t h e o p e r a t i o n a l c o s t s 

a s s o c i a t e d w i t h — 

A . No . 

Q. You're o n l y o b j e c t i o n i s t o t h e r i s k 

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

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

A. Yes, s i r . 

Q. Do you have any o t h e r i n f o r m a t i o n o t h e 

t h a n t h e d e a l w h i c h M a r a t h o n made w i t h you w h i c h 

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

t h a n a 200 p e r c e n t r i s k i s a p p r o p r i a t e i n t h i s 

h e a r i n g ? 

A. What do you mean by t h a t ? 

Q. I s t h e r e a n y t h i n g t h a t you w o u l d l i k e 

t o make a comment on w i t h r e s p e c t t o y o u r own 

knowledge o f i n f o r m a t i o n Ms. F l y p r e s e n t e d , o r 

o t h e r i n f o r m a t i o n a b o u t w e l l s , o r knowledge t h a t 

says t h e y s h o u l d n ' t g e t t h e - -

A. A l l I know i s what I have been t o l d by 

N e a r b u r g ' s landman and M a r a t h o n ' s landman, and 

t h a t ' s t h e o n l y t h i n g I know. They say t h e w e l l 
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o u t t h e r e p r o d u c e anywhere f r o m 150 g a l l o n s t o 

1,300 g a l l o n s a day. 

Q. G a l l o n s or b a r r e l s ? 

A. B a r r e l s . 1,300 b a r r e l s . 

Q. That c o u l d a f f e c t t h e r i s k f a c t o r 

s i g n i f i c a n t l y . You h a v e n ' t done any i n d e p e n d e n t 

g e o l o g i c a l s t u d y o r d o n ' t c o n s i d e r y o u r s e l f a 

k n o w l e d g e a b l e g e o l o g i s t ? 

A. No, s i r . 

Q. Do you have any i n t e r e s t i n any o t h e r 

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

A. Not r i g h t i n t h e i m m e d i a t e a r e a , no. 

Q. Do you have a n y t h i n g e l s e you w o u l d 

l i k e t o add as f a r as s u p p o r t i n g y o u r p o s i t i o n 

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

A . No . 

EXAMINATION 

BY MR. STOGNER: 

Q. C o u l d you d e s c r i b e y o u r i n t e r e s t ? What 

q u a r t e r s e c t i o n i s i t i n ? 

A. I t ' s S e c t i o n 29. 19-25, I t h i n k , i s 

t h e r a n g e on i t . 

Q. What q u a r t e r / q u a r t e r s e c t i o n i s y o u r 

i n t e r e s t i n ? And I assume i t ' s a 2 0 - a c r e 

u n d i v i d e d ? 
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A. Yes, s i r . 

Q. Which q u a r t e r / q u a r t e r s e c t i o n i s i t i n 

i n 2 9? 

A. I t ' s i n t h e n o r t h w e s t q u a r t e r . 

Q. The n o r t h w e s t q u a r t e r , b u t what 

q u a r t e r / q u a r t e r ? 

MR. STOVALL: Which 4 0 - a c r e p o r t i o n o f 

t h e n o r t h w e s t q u a r t e r , do you know? 

MR. CARR: I f i t p l e a s e t h e Exa m i n e r , 

i t ' s i n t h e n o r t h w e s t o f t h e n o r t h w e s t , because 

i t w o u l d be i n a Yeso w e l l where he w o u l d have 50 

p e r c e n t o f t h e ac r e a g e t h e r e . 

EXAMINER STOGNER: Does t h a t mean t h a t 

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

yo u r E x h i b i t No. 4 i s i n c o r r e c t ? 

MR. CARR: E x h i b i t No. 4 i s a 

r e p r e s e n t a t i o n o f t h e i n t e r e s t i n t h e 160, b e i n g 

t h e n o r t h w e s t q u a r t e r . 

EXAMINER STOGNER: Okay. I r e f e r t o 

t h e u n l e a s e d i n t e r e s t o f Wilma V o i g h t . 

MR. STOVALL: I t ' s I t e m No. 20 on t h e 

e x h i b i t t o t h e o p e r a t i n g a g reement. I t ' s p a r t o f 

E x h i b i t A. 

MR. CARR: I may be wrong. L e t me 

check w i t h Mr. B u r c h . Mr. S t o g n e r , e n t r y 20 
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a t t a c h e d t o E x h i b i t 4 i s i n e r r o r . I t i s i n t h e 

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

EXAMINER STOGNER: So t h e d e s c r i p t i o n 

on t h e M a r a t h o n l e t t e r , w h i c h you seemed t o have 

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

MR. CARR: Yes, s i r . 

EXAMINER STOGNER: J u s t f o r 

c l a r i f i c a t i o n , Mr. V o i g h t has been r e f e r r i n g t o 

N e u b u r g — m y dad makes t h e same r e f e r e n c e t o 

N e a r b u r g - - s o t h r o u g h o u t t h i s r e c o r d w e ' l l know 

we're t a l k i n g a b o u t t h e same p a r t i e s . 

MR. STOVALL: I t ' s Mr. C o o t e r ' s 

c l i e n t . 

EXAMINER STOGNER: Yes, and Mr. C o o t e r 

d i d n ' t have any o b j e c t i o n s . T h a t ' s j u s t f o r t h e 

r e c o r d s . 

Mr. C a r r , do you have any q u e s t i o n s o f 

Mr. V o i g h t ? 

MR. CARR: J u s t a few. 

EXAMINATION 

BY MR. CARR: 

Q. Mr. V o i g h t , when was i t t h a t Y a t e s o r 

Mr. B u r c h c o n t a c t e d you and i n d i c a t e d t h e y w o u l d 

go a l o n g w i t h t h e same d e a l as Marathon? Do you 

r e c a l l when t h a t was? 
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A. No, s i r , n o t e x a c t l y , b u t i t was 

r e c e n t l y . 

Q. You r e c e i v e d t h e l e t t e r t h e y w r o t e you 

d a t e d September 20, w h i c h s e t o u t a p a r t i c u l a r 

o f f e r t o you? 

A. Uh-huh. 

Q. D i d you c o n t a c t them and say, " T h i s 

i s n ' t t h e o f f e r we t a l k e d a b o u t , " o r a n y t h i n g ? 

A. I t h i n k t h a t l e t t e r came b e f o r e we 

t a l k e d a t our o f f i c e . But he s e n t a n o t h e r 

l e t t e r . The l a s t l e t t e r came a f t e r we t a l k e d a t 

my o f f i c e . 

Q. D i d you c a l l him and say "The t e r m s i n 

t h e l e t t e r a r e n o t what we t a l k e d a b o u t o r I'm 

i n t e r e s t e d i n " ? 

A. No. I n e v e r had o c c a s i o n t o do t h a t . 

He knew what we t a l k e d a b o u t and knew what i t 

t o o k t o g e t me t o s i g n t h e l e a s e w i t h him. 

Q. W h i l e you were t a l k i n g t o Y a t e s you 

were a l s o t a l k i n g t o t h e N e a r b u r g l a n d p e o p l e , 

were you n o t ? 

A. Yes. 

Q. How r e c e n t l y had you c o n t i n u e d t h o s e 

n e g o t i a t i o n s o r d i s c u s s i o n s w i t h t h e N e a r b u r g 

f o l k s ? 
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A. I was t a l k i n g t o b o t h o f them n e a r l y 

e v e r y day. 

Q. W i t h i n t h e l a s t week have you t a l k e d t o 

N e a r b u r g , do you t h i n k ? 

A. Uh-huh, uh-huh. 

Q. Was i t N e a r b u r g as w e l l as M a r a t h o n 

t h a t t o l d you t h e y t h o u g h t t h i s was a l o w - r i s k 

v e n t u r e ? 

A. Yes. 

Q. D i d t h e y e v e r e x p l a i n t o you i f i t was 

low r i s k why t h e y w e r e n ' t p a r t i c i p a t i n g i n t h e 

w e l l ? 

A. I d o n ' t know t h a t t h e y ' r e n o t 

p a r t i c i p a t i n g i n t h e w e l l , and i t was my 

u n d e r s t a n d i n g , a t t h e t i m e I was t a l k i n g t o them, 

t h a t t h e y b o t h w a nted t o be t h e p r o d u c e r . 

Q. At t h i s t i m e do you b e l i e v e you have a 

v o l u n t a r y agreement w i t h anyone f o r i n c l u s i o n o f 

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

A. No, I d o n ' t have an agreement w i t h 

anyone. 

MR. CARR: T h a t ' s a l l I have. 

EXAMINER STOGNER: Mr. C o o t e r , do you 

have any q u e s t i o n s ? 

MR. COOTER: No q u e s t i o n s , Mr. 
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S t o g n e r . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

q u e s t i o n s o f t h i s w i t n e s s ? I s t h e r e a n y t h i n g 

f u r t h e r by any o f t h e p a r t i e s i n v o l v e d t o d a y i n 

t h i s case? 

Would anybody l i k e t o make a f i n a l 

s t a t e m e n t ? Mr. C o o t e r ? 

MR. COOTER: No, s i r . 

EXAMINER STOGNER: Mr. V o i g h t ? 

MR. VOIGHT: No, s i r . 

EXAMINER STOGNER: Mr. C a r r ? 

MR. CARR: Ver y b r i e f l y . Y a t e s s t a n d s 

b e f o r e y o u , we b e l i e v e , i n f u l l c o m p l i a n c e w i t h 

t h e c o m p u l s o r y p o o l i n g s t a t u t e . We're an 

o p e r a t o r i n t h e p r o r a t i o n u n i t , we have a r i g h t 

t o d r i l l and p r o p o s e t o d r i l l . 

I t h i n k t h e e v i d e n c e h e r e t o d a y c l e a r l y 

shows t h a t we have made e f f o r t s t o r e a c h 

v o l u n t a r y agreement w i t h t h e o t h e r i n t e r e s t 

o w ners, and have a t t h i s t i m e been u n a b l e t o 

r e a c h t h o s e a g r e e m e n t s . O f f e r s a r e s t i l l on t h e 

t a b l e and can be a c c e p t e d , b u t a t t h i s moment we 

s t a n d b e f o r e you w i t h i n t e r e s t owners who have 

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

Our n e g o t i a t i o n s w i t h N e a r b u r g go back 
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t o e a r l y J u l y . Mr. V o i g h t c o n t a c t e d us i n e a r l y 

A u g u s t , and t h e r e has been o n g o i n g n e g o t i a t i o n 

s i n c e t h a t t i m e w i t h him, and t h a t n e g o t i a t i o n s 

were n o t j u s t commenced a f t e r t h e M a r a t h o n d e a l 

f a i l e d because t h e r e has even been a w r i t t e n 

o f f e r on t h e t a b l e s i n c e September t h e 2 0 t h . We, 

t h e r e f o r e , b e l i e v e t h a t we a r e e n t i t l e d t o a 

c o m p u l s o r y p o o l i n g o r d e r . 

As t o r i s k , we b e l i e v e t h a t t h e o n l y 

e v i d e n c e b e f o r e you i s t h e g e o l o g i c t e s t i m o n y o f 

Ms. F l y . E v e r y t h i n g e l s e i s s e c o n d a r y o r h e a r s a y 

f r o m p a r t i e s who, f o r v a r i o u s r e a s o n s - - y o u can 

l o o k a t t h e r e c o r d - - a r e b e i n g p o o l e d and have n o t 

v o l u n t a r i l y j o i n e d even t h o u g h t h e y ' r e p e r h a p s 

t e l l i n g o t h e r s i t ' s a l o w - r i s k v e n t u r e . 

A c c o r d i n g l y , we b e l i e v e a 200 p e r c e n t 

r i s k p e n a l t y i s a p p r o p r i a t e and t h a t t h e case 

s h o u l d be t a k e n under a d v i s e m e n t and an o r d e r 

e n t e r e d . 

EXAMINER STOGNER: Thank y o u , Mr. 

C a r r . 

MR. STOVALL: Mr. Examiner, b e f o r e you 

c l o s e t h e r e c o r d , I w o u l d l i k e t o make one t h i n g 

c l e a r . Mr. V o i g h t you do u n d e r s t a n d i f an o r d e r 

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

a g a i n be o f f e r e d t h e o p p o r t u n i t y t o p a r t i c i p a t e 

i n t h e w e l l and p r e p a y y o u r c o s t s , w h i c h can 

a v o i d t h e i m p o s i t i o n o f any r i s k p e n a l t y by 

v o l u n t a r i l y p a y i n g y o u r c o s t s ? 

MR. VOIGHT: Yes, s i r . 

MR. STOVALL: And f u r t h e r m o r e , you can 

a l w a y s r e a c h an agreement w i t h Y a t e s even 

s u b s e q u e n t t o t h e o r d e r w h i c h w o u l d , i n e f f e c t , 

make t h e o r d e r n u l l and v o i d as t o y o u r 

i n t e r e s t s ? 

MR. VOIGHT: Okay. 

MR. STOVALL: N o t h i n g f u r t h e r . 

EXAMINER STOGNER: I ' l l t a k e t h a t one 

s t e p f u r t h e r . B e i n g a p a r t y t o t h i s case, you 

can a p p e a l any d e c i s i o n made by t h i s D i v i s i o n 

t o d a y . 

A n y t h i n g f u r t h e r i n t h i s case? 

N o t h i n g ? Then Case No. 10396 w i l l be t a k e n under 

a d v i s e m e n t , and t h e h e a r i n g i s a d j o u r n e d . 

(And t h e p r o c e e d i n g s c o n c l u d e d . ) 

f do hereby c; 

heara by „„ 5 n - , 
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