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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF EDGE PETROLEUM 
EXPLORATION COMPANY FOR COMPULSORY 
POOLING, LEA COUNTY, NEW MEXICO 

CASE NO. 1 3 , 9 2 4 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: WILLIAM V. JONES, J r . , Hearing Examiner ._g 

May 24th, 2007 g 

Santa Fe, New Mexico CO 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , WILLIAM V. JONES, J r . , 

Hearing Examiner, on Thursday, May 24th, 2007, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

1220 South Saint Francis Drive, Room 102, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 

* * * 
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A P P E A R A N C E S 

FOR THE DIVISION: 

DAVID K. BROOKS, JR. 
As s i s t a n t General Counsel 
Energy, Minerals and Natural Resources Department 
1220 South St. Francis Drive 
Santa Fe, New Mexico 87505 

FOR THE APPLICANT: 

JAMES G. BRUCE 
Attorney a t Law 
P.O. Box 1056 
Santa Fe, New Mexico 87504 

FOR CHESAPEAKE EXPLORATION, LP, 
and CHESAPEAKE OPERATING: 

KELLAHIN & KELLAHIN 
117 N. Guadalupe 
P.O. Box 2265 
Santa Fe, New Mexico 87504-2265 
By: W. THOMAS KELLAHIN 

FOR YATES PETROLEUM CORPORATION: 

HOLLAND & HART, L.L.P., and CAMPBELL & CARR 
110 N. Guadalupe, Suite 1 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
By: WILLIAM F. CARR 

* * * 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

4 

WHEREUPON, the f o l l o w i n g proceedings were had a t 

10:39 a.m.: 

EXAMINER JONES: And l e t ' s c a l l Case 13,924. 

I t ' s the A p p l i c a t i o n of Edge Petroleum E x p l o r a t i o n Company 

f o r compulsory p o o l i n g , Lea County, New Mexico. 

C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

rep r e s e n t i n g the Applicant. 

I have one witness. 

EXAMINER JONES: Other appearance? 

MR. KELLAHIN: Examiner Jones, I'm Tom K e l l a h i n 

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

appearing t h i s morning on behalf of Chesapeake E x p l o r a t i o n 

L i m i t e d Partnership and Chesapeake Operating. 

EXAMINER JONES: Other appearances? 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe o f f i c e of Holland and 

Hart, L.L.P. 

I'm appearing on behalf of Yates Petroleum 

Corporation, and I do not intend t o c a l l a witness. 

EXAMINER JONES: Okay. W i l l the witness please 

stand t o be sworn? 

(Thereupon, the witness was sworn.) 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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CASEY OUAST, 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name f o r the record? 

A. Casey Quast. 

Q. Where do you reside? 

A. Houston, Texas. 

Q. Who do you work f o r and i n what capacity? 

A. Edge Petroleum Corporation, I'm the landman. 

Q. Have you pr e v i o u s l y t e s t i f i e d before the 

Di v i s i o n ? 

A. No. 

Q. Would you please summarize your educational and 

employment background f o r the Examiner? 

A. I have a master's i n e l e c t r i c a l engineering from 

V i r g i n i a Tech. I have been working c o n t r a c t landman from 

February, 2 005, up u n t i l November of 2 006, where I was 

employed w i t h Edge Petroleum. 

Q. Does your area of r e s p o n s i b i l i t y a t Edge include 

t h i s p a r t of southeast New Mexico? 

A. Yes, i t does. 

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

i n v o l v e d i n t h i s A pplication? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Quast as 

an expert petroleum landman. 

MR. CARR: No o b j e c t i o n . 

MR. KELLAHIN: No o b j e c t i o n . 

EXAMINER JONES: Mr. Quast i s q u a l i f i e d as an 

expert petroleum landman. 

Q. (By Mr. Bruce) Mr. Quast, could you i d e n t i f y 

E x h i b i t 1 and b r i e f l y describe what Edge seeks i n t h i s 

case? 

A. Edge seeks t o d r i l l a w e l l t o the Devonian 

forma t i o n , located i n the southwest q u a r t e r of the 

northwest quarter of Section 25, Township 16 South, Range 

36 East. And t h i s w i l l be c a l l e d the South Lovington 25 

Well Number 1. 

Q. And what i s i t s footage l o c a t i o n ? 

A. 1977 f e e t from the n o r t h l i n e and 330 f e e t from 

the west l i n e . 

Q. And t h a t ' s r e f l e c t e d on the land p l a t submitted 

as E x h i b i t 1? 

A. Yes. 

Q. What does E x h i b i t 2 r e f l e c t ? 

A. E x h i b i t 2 r e f l e c t s the mineral i n t e r e s t and — 

r e f l e c t e d from the t i t l e o pinion t h a t you prepared. 

Q. Okay. And are the h i g h l i g h t e d names the p a r t i e s 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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t h a t Edge seeks t o force pool i n t h i s case? 

A. Yes. 

Q. Now when t h i s opinion was prepared, t h e r e were 

only a few leases on t h i s t r a c t . One of them i s r e f e r r e d 

t o as Lease 1, the Jones Robinson, L t d . , i n t e r e s t . I s t h a t 

the lease t h a t ' s owned by Yates Petroleum and i t s r e l a t e d 

e n t i t i e s ? 

A. Yes, i t i s . 

Q. And you do seek t o forc e pool the Yates e n t i t i e s 

a t t h i s point? 

A. Yes. 

Q. And then on page 2 of t h i s e x h i b i t t h e r e are 

leases l i s t e d as Leases 2 and 3, and those leases are owned 

by Chesapeake, are they not? 

A. Yes. 

Q. And Chesapeake has i n d i c a t e d they w i l l j o i n i n , 

co r r e c t ? 

A. Yes. 

Q. But a t t h i s p o i n t there i s no signed JOA, so 

u n t i l they sign the JOA you seek t o f o r c e pool Chesapeake? 

A. Yes. 

Q. What does E x h i b i t 2A r e f l e c t ? 

A. E x h i b i t 2A r e f l e c t s the leases t h a t we c u r r e n t l y 

have. 

Q. Okay. And so you do not seek t o f o r c e pool these 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

8 

people? 

A. No. 

Q. And these people are also i d e n t i f i e d on E x h i b i t 

2, c o r r e c t ? 

A. Yes, they are. 

Q. Now l e t ' s discuss your e f f o r t s t o o b t a i n the 

v o l u n t a r y j o i n d e r of the i n t e r e s t owners i n t h i s w e l l . 

What i s contained i n E x h i b i t 3? 

A. E x h i b i t 3 contains the lease o f f e r t h a t was sent 

t o a l l the p a r t i e s on E x h i b i t 2. We worked w i t h 

C o n t i n e n t a l Land Resources, and the landman working f o r us 

was Zane Watson, and he t r i e d t o lease a l l these people. 

Q. Now you j u s t have the lease o f f e r t o Bank of 

America as t r u s t e e . Were s i m i l a r lease o f f e r s sent t o a l l 

of the unleased i n t e r e s t owners — 

A. Yes. 

Q. — i n t h i s w e l l u n i t ? 

A. Yes. 

Q. Okay. Now Edge has been l o o k i n g a t t h i s p r o p e r t y 

f o r a couple of years, though, has i t not? 

A. Right. 

Q. A f t e r you couldn't o b t a i n leases from a l l the 

people, was a w e l l proposal sent t o the i n t e r e s t owners? 

A. Yes, i t was. 

Q. And i s t h a t also contained i n E x h i b i t 3? 

STEVEN T. 
(505) 

BRENNER, CCR 
989-9317 
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A. Yes, i t i s . 

Q. And i f you go toward the back, besides — i f you 

go toward the back, there are a couple of e l e c t i o n l e t t e r s 

from p a r t i e s . Who are those p a r t i e s ? 

A. Let's see, Tom R. Cone ele c t e d t o p a r t i c i p a t e 

w i t h h i s i n t e r e s t , and then Chesapeake. 

Q. Okay. Now Mr. Cone has also not signed a JOA, 

c o r r e c t ? 

A. No, he has not. 

Q. And there i s also correspondence i n here from 

Yates Petroleum. Have you been able t o come t o terms w i t h 

Yates as of yet? 

A. No. 

Q. They've made a farmout o f f e r , but — 

A. — management has decided not t o proceed w i t h 

t h a t o f f e r . 

Q. Okay. What does E x h i b i t 4 r e f l e c t ? 

A. E x h i b i t 4 r e f l e c t s the d i l i g e n c e of the f i e l d 

landman and a l l h i s contacts w i t h a l l the mineral owners, 

as r e f l e c t e d on E x h i b i t 2. 

Q. Okay, so he has had — he had a number of 

contacts d a t i n g back t o 2 006 w i t h many of these i n t e r e s t 

owners, corre c t ? 

A. Yes. 

Q. A l l r i g h t . I n your opinion, has Edge made a 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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g o o d - f a i t h e f f o r t t o obtain the v o l u n t a r y j o i n d e r of the 

i n t e r e s t owners i n the well? 

A. Yes. 

Q. Were any of the mineral owners unlocatable? 

A. Yes, there were f o u r . 

Q. And who are they, f o r the record? 

A. They are Mercantile Trading Corporation; John W. 

P i l a n t and Jean H. P i l a n t , t r u s t e e s of P i l a n t Family T r u s t ; 

M y r t l e Lee Malone, executor of es t a t e , Mr. Clarence L. 

Rosh; and Annis Roberts, successor t r u s t e e , V i c k i Jeanne 

Saari Special Needs Trust. 

Q. What d i d Edge do t o attempt t o l o c a t e the 

i n t e r e s t owners i n t h i s w e l l u n i t ? 

A. We t r i e d the county records, phone searches, 

I n t e r n e t searches, and d i d not come up w i t h any l o c a t i o n . 

Q. Okay. And there are q u i t e a few mineral owners 

i n t h i s t r a c t , but only those four you named were 

unlo c a t a b l e , correct? 

A. Correct. 

Q. Would you please i d e n t i f y E x h i b i t 5 and discuss 

the cost of the proposed well? 

A. Okay, E x h i b i t 5 i s the AFE t h a t was sent out w i t h 

the w e l l proposal. D r i l l i n g cost came t o $1,504,409, and a 

completed w e l l cost $2,531,624. 

Q. And are these costs i n l i n e w i t h the cost of 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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other w e l l s d r i l l e d t o t h i s depth i n t h i s area of New 

Mexico? 

A. Yes. 

Q. Do you request t h a t Edge Petroleum E x p l o r a t i o n 

Company be appointed operator? 

A. Yes. 

Q. Do you have a recommendation f o r the amounts 

which Edge should be paid f o r supervision and 

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

A. Yes, we request t h a t $7750 per month be allowed 

f o r a d r i l l i n g w e l l and $775 per month be allowed f o r a 

producing w e l l . 

Q. And are these costs equivalent t o those normally 

charged by operators i n t h i s area f o r w e l l s of t h i s depth? 

A. Yes. 

Q. Do you request t h a t these r a t e s be adjusted 

p e r i o d i c a l l y under the COPAS accounting procedure? 

A. Yes. 

Q. And were the l o c a t a b l e i n t e r e s t owners n o t i f i e d 

of t h i s hearing? 

A. Yes, they were. 

Q. And i s t h a t r e f l e c t e d i n E x h i b i t 6? 

A. Yes. 

Q. Were E x h i b i t s 1 through 6 prepared by you or 

under your supervision or compiled from company business 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

12 

records? 

A. Yes. 

Q. And i n your opinion, i s the g r a n t i n g of t h i s 

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

preventi o n of waste? 

A. Yes. 

MR. BRUCE: Mr. Examiner, i f you'd look a t 

E x h i b i t 6 and go back a few pages t o the green cards, 

s t a r t i n g w i t h the f i r s t one, Kenneth Cone, I d i d do an 

advertisement, which I have — or a p u b l i c a t i o n n o t i c e , 

which I have not received back, but I d i d not in c l u d e Mr. 

Cone, because Mr. Cone i s — he e x i s t s and l i v e s i n 

Midland. So because of him not si g n i n g f o r t h i s , I w i l l 

have t o , I t h i n k , r e - p u b l i s h n o t i c e . And so I would ask 

t h a t the case be continued f o r two weeks t o p u b l i s h n o t i c e 

as against Mr. Cone, plus I have not y e t received i n the 

ma i l the a f f i d a v i t of p u b l i c a t i o n as t o the other owners 

t h a t Mr. Quast i d e n t i f i e d . 

So I would ask t h a t i t be continued f o r two 

weeks. 

EXAMINER JONES: Okay. 

MR. BROOKS: Okay, you f i l e d a — You d i d p u b l i s h 

a n o t i c e , but you haven't received a — f o r everybody 

except Mr. Cone, but you have not received — 

MR. BRUCE: — the a f f i d a v i t of p u b l i c a t i o n . 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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MR. BROOKS: — the a f f i d a v i t of p u b l i c a t i o n . So 

two weeks from now y o u ' l l have t h a t a f f i d a v i t of 

p u b l i c a t i o n — 

MR. BRUCE: Correct. 

MR. BROOKS: — presumably. 

And Mr. Cone — you believe t h i s t o be a v a l i d 

address? 

MR. BRUCE: I d i d re-send another one. He i s i n 

the most recent Midland phone book, and I w i l l submit t h a t 

a t the next hearing. 

MR. BROOKS: Okay. 

MR. BRUCE: I re-sent i t t o h i s s t r e e t address, 

but j u s t i n case — I've a c t u a l l y t a l k e d w i t h him i n h i s 

o f f i c e over the l a s t year or two, so I know he's around. 

But he obviously hasn't picked up h i s m a i l here. 

MR. BROOKS: Yeah, okay. 

MR. BRUCE: Mr. Examiner, w i t h t h a t , I ' d move the 

admission of E x h i b i t s 1 through 6, and I w i l l submit the 

other data two weeks from now. 

EXAMINER JONES: Any objections? No objections? 

E x h i b i t s 1 through 6 w i l l be admitted i n t o 

evidence. 

MR. BRUCE: And I have no f u r t h e r questions of 

t h i s witness. 

MR. BROOKS: I j u s t want t o go through t h i s 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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n o t i c e a f f i d a v i t , t o be sure everything i s i n here. 

As f a r as I understand i t , the names of the 

people t h a t are h i g h l i g h t e d on E x h i b i t 2 are the ones t h a t 

have not joined? 

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

MR. BROOKS: Okay. Now l e t ' s see. We have a 

n o t i c e here t o John W. — John and Jean P i l a n t , t r u s t e e . 

Well, you don't l i s t — were the same people t r u s t e e s — 

You don't l i s t the t r u s t e e s on t h i s E x h i b i t 2. Were the 

same people t r u s t e e s of a l l these t r u s t s ? 

MR. BRUCE: Now, which t r u s t are you l o o k i n g a t , 

Mr. Brooks? 

MR. BROOKS: Well, I was t r y i n g t o coordinate the 

l i s t on E x h i b i t 2 w i t h the l i s t on E x h i b i t 6, but I can't 

do i t because the names of the t r u s t e e s are not l i s t e d , 

j u s t the name of the t r u s t on E x h i b i t 2. 

MR. BRUCE: Yeah, and Mr. Examiner, t h a t ' s 

because these t r u s t s were formed about 2 0 years ago, and 

the county records no longer r e f l e c t the c u r r e n t names of 

the t r u s t e e s . And I t h i n k Mr. Quast can t e l l you t h a t the 

— t h i s i s a l l these — the Coates Energy Trust and a l l 

these others — and Mr. Quast can confirm t h i s — are a l l 

c o n t r o l l e d by the same e n t i t y , and he has spoken w i t h the 

land manager the r e . I t ' s a r a t h e r l a r g e south Texas 

mineral t r u s t . 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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EXAMINATION 

BY MR. BROOKS: 

Q. Okay, who have you d e a l t w i t h f o r these? 

A. Sherry Green. 

Q. And do you know who i s the t r u s t e e of these 

t r u s t s ? 

A. I do not know t h a t o f f the top of my head, no, I 

do not. 

MR. BROOKS: Well, when you're f i l i n g the 

a d d i t i o n a l follow-up, Mr. Bruce, could you f i l e an 

a f f i d a v i t t h a t would e x p l a i n — t h a t would c o r r e l a t e the 

people you sent n o t i c e t o , t o the people t h a t are shown i n 

the t i t l e ? 

MR. BRUCE: Sure. 

MR. BROOKS: Okay, I t h i n k t h a t would take care 

of i t . I won't have t o spend time going through t h i s . 

EXAMINATION 

BY EXAMINER JONES: 

Q. Mr. Quast, there's a bunch of shallower o i l zones 

i n t h i s area, and you say the surface t o the base of the 

Devonian. You're only t a r g e t i n g the Devonian, but you're 

t a r g e t i n g anything you f i n d , r i g h t , i n the 40-acre t r a c t ? 

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

A. Just — they're going down t o — yes, t o 12,800. 

Q. S t a r t w i t h Devonian and work your way up. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. Yes. 

EXAMINER JONES: Okay, t h a t ' s — 

MR. KELLAHIN: Mr. Examiner? 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Quast, I was looking a t your E x h i b i t Number 

3. I t ' s the package of documents. Do you have t h a t 

a v a i l a b l e ? 

A. Yes. 

Q. The f i r s t page i s the attempt t o o b t a i n o f f e r s of 

leases. The second attachment t o t h a t e x h i b i t i s the w e l l 

proposal l e t t e r i t s e l f . 

A. Yes. 

Q. I n response t o t h a t l e t t e r you received back from 

Chesapeake a l e t t e r i n response, i n c l u d i n g a signed AFE? 

A. Yes. 

Q. I s t h a t the l e t t e r t h a t ' s attached, about the 

seventh from the back of the package? I f y o u ' l l t u r n t o 

what i s shown on Chesapeake l e t t e r h e a d , and i t ' s about the 

seventh from the end, i t ' s a l e t t e r of A p r i l 19th. Do you 

see t h a t l e t t e r ? 

A. Yes, s i r . 

Q. This l e t t e r was received by Edge when? 

A. A p r i l 23rd, 2007. 

Q. I s the date stamp on i t ? 
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A. Yes, s i r . 

Q. Has Edge provided the ope r a t i n g agreement t h a t 

Chesapeake has requested t h a t you send? 

A. Yes, s i r . 

Q. And when was t h a t sent t o them? 

A. Tuesday. 

Q. Of t h i s week? 

A. Of t h i s week, yes. 

Q. When I look a t the signature page beyond 

Chesapeake's l e t t e r , they've signed an AFE and they've 

r e t u r n e d a signature page t h a t shows i t ' s page 3 of 13. 

Would you look a t the top of t h a t f o r me? Do you see the 

page of your E x h i b i t 3 t h a t ' s got the Chesapeake si g n a t u r e 

on i t ? 

A. Yes, s i r . 

Q. At the top of t h a t i t says, Page 3 of 13? 

A. Yes, s i r . 

Q. Put t h a t i n context f o r me. What i s t h i s page 3 

of? 

A. Page 3 was the l i s t of — This i s only the t h i r d 

page of the l i s t of working i n t e r e s t owners and unleased 

mine r a l owners t h a t t h i s l e t t e r was sent t o , and they d i d 

not include the remaining l i s t . 

Q. So t h i s would be the only page i n which 

Chesapeake would have t o sign? 

STEVEN T. BRENNER, CCR 
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A. Yes, yes. 

Q. And the l e t t e r e x p l a i n i n g what t h i s i s attached 

t o , f i r s t page of t h a t i s the w e l l proposal l e t t e r ? 

A. Yes, s i r . 

Q. So t h a t completes t h a t p r e s e n t a t i o n then. I f I 

go back t o page 1, t h a t i s going t o be the March 22nd 

proposal l e t t e r ? Did I understand t h a t ? 

A. Yes. 

Q. And so everything attached t o t h a t , then, would 

be the various pages associated w i t h t h i s e x h i b i t ? 

A. Yes, s i r . 

Q. So a t t h i s p o i n t Chesapeake has done e v e r y t h i n g 

they can t o e l e c t t o p a r t i c i p a t e v o l u n t a r i l y , and you now 

have sent them t h i s week the j o i n t o p e rating agreement? 

A. Yes, s i r . 

MR. KELLAHIN: Thank you. 

EXAMINATION 

BY MR. CARR: 

Q. Mr. Quast, i n t h i s proceeding you're seeking t o 

pool the i n t e r e s t of Yates; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. Are you the person w i t h Edge who's responsible 

f o r n e g o t i a t i n g w i t h the i n t e r e s t owners i n t h i s spacing 

u n i t ? 

A. I speak f o r t h a t , yes. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

19 

Q. I f we look a t your E x h i b i t Number 2, are the 

p a r t i e s who are shaded p a r t i e s who have joined? What does 

t h i s e x h i b i t show? 

A. No, the p a r t i e s t h a t are h i g h l i g h t e d are the 

p a r t i e s t h a t were given n o t i f i c a t i o n of a w e l l proposal. 

Q. And then i f we go t o your E x h i b i t 2A, are those 

the p a r t i e s who have joined? 

A. These are the p a r t i e s t h a t have leased t o Edge 

Petroleum. 

Q. Have these i n d i v i d u a l s j o i n e d i n the w e l l , or 

have you entered various agreements? 

A. These are leases. Edge owns the leases t o these. 

Q. Have you entered a farmout agreement w i t h anyone 

concerning the development of t h i s acreage? 

A. No, we have not. 

Q. Have you entered any s o r t of a term assignment 

w i t h anyone? 

A. No. 

Q. You proposed the w e l l t o Yates back i n March of 

t h i s year; i s t h a t correct? 

A. Yes, s i r . 

Q. And then on May the 8th Yates o f f e r e d t o Edge a 

farmout — 

A. Yes, s i r . 

Q. — correct? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

20 

Are the l a s t two pages of E x h i b i t 3 the farmout 

t h a t you received? 

A. Yes, s i r . 

Q. And you — What d i d you do w i t h t h i s ? 

A. I took i t t o management. We — Our o f f i c e works 

i n teams, and I l e t them know the terms of the proposal, 

and they declined. 

Q. And i f we look a t the next t o the l a s t page, 

there's handwriting on i t . I t says, Called 11:30 a.m. and 

l e f t message w i t h Rob Bullock t h a t we would pass on t h e i r 

request. I s t h a t your handwriting? 

A. That i s my handwriting, yes. 

Q. I f I look a t t h i s , i t appears t o me t h a t the 

farmout l e t t e r was received t o you based on the fax a t the 

time t h a t you t a l k e d , not u n t i l 1:03 p.m. Did — I s t h a t 

c o r r e c t ? 

A. I t was probably not u n t i l the next day. We don't 

d i r e c t l y get our faxes, our secretary d e l i v e r s them 

whenever she gets t o our area. 

Q. You're not saying t h a t you c a l l e d a t 11:30 a.m., 

then, on May the 8th — 

A. No, s i r . No. 

Q. Following t h a t , d i d you recei v e an o f f e r f o r a 

term assignment from Yates? 

A. I d i d . 
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Q. And have you responded t o t h a t ? 

A. I have not y e t . 

Q. And when was that? May 11th? 

A. I am not c e r t a i n . There was a phone c a l l , I 

spoke t o , and I d i d l e t my management team and my team know 

about the o f f e r , and I'm s t i l l w a i t i n g t o hear back from 

them as t o i f they wish t o accept t h a t o f f e r . 

Q. And you were able t o respond t o the farmout 

q u i c k l y , but you have not been able yet t o respond t o the 

term assignment? 

A. Correct. 

Q. Are you in t e n d i n g on doing t h a t , or are you j u s t 

t r y i n g t o pool t h e i r i n t e r e s t ? 

A. No, we are i n t e n d i n g t o do i t , I j u s t — I have 

not heard back from my team y e t . 

Q. And do you have easy access t o t h i s team? 

A. I do. 

Q. During the next two weeks, w i l l you — are you 

w i l l i n g t o nego t i a t e w i t h Yates — 

A. Absolutely. 

Q. — concerning t h e i r i n t e r e s t i n t h i s w e l l ? 

A. Yes, s i r . 

MR. CARR: That's a l l I have. 

MR. BRUCE: Could I ask one more question of the 

witness? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

22 

EXAMINER JONES: Sure. 

REDIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Quast, one t h i n g t h a t — when you look a t 

E x h i b i t s 2 and 3, up toward the top there's Chisos L i m i t e d 

and Pure Energy Group, Inc., and they aren't — they're 

unleased, but they're not l i s t e d on E x h i b i t 2A. 

What i s the arrangement between Edge and those 

two e n t i t i e s ? 

A. We have an e x p l o r a t i o n agreement w i t h them where 

they have t o farm out t h e i r i n t e r e s t i f they wish t o not 

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

Q. So you're not seeking t o fo r c e pool them, they 

would go under the e x p l o r a t i o n agreement? 

A. They would go under the e x p l o r a t i o n agreement, 

yes. 

MR. BRUCE: Thank you. 

EXAMINER JONES: Okay. Do you guys have any more 

concerns? 

MR. CARR: (Shakes head) 

MR. BROOKS: Nothing. 

MR. CARR: I j u s t had one — about three-sentence 

statement. 

Yates's only concern here i s t h a t we r e a l l y 

o b j e c t t o having our i n t e r e s t pooled before we t h i n k 
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there's been t r u e good f a i t h n e g o t i a t i o n s . We're 

i n t e r e s t e d i n working something out w i t h Edge, but we have 

not heard from them i n response t o our most recent o f f e r s , 

and i f the case i s going t o be continued f o r n o t i c e 

purposes f o r two weeks, we would l i k e an o p p o r t u n i t y t o 

discuss w i t h them how our i n t e r e s t s can be committed and i f 

i t ' s p o s s i b l e t o do i t other than j u s t simply by l e a s i n g t o 

them. 

EXAMINER JONES: Mr. Kellahin? 

MR. KELLAHIN: No, s i r , nothing else. 

FURTHER EXAMINATION 

BY EXAMINER JONES: 

Q. Mr. Quast, one more question. The — From the 

Devonian a l l the way up w i t h i n t h i s 40, i s i t the same — 

i t ' s the same owners t h a t you're t r y i n g t o — there's no 

d i f f e r e n c e i n the — 

A. Yes, I don't b e l i e v e there was any depth 

severance. 

Q. That includes Yates and Chesapeake? 

MR. BRUCE: Yeah, there i s no — I examined 

t i t l e , Mr. Examiner, and there i s no depth severance a t 

a l l . 

Q. (By Examiner Jones) Okay. Okay, and t h i s was 

$775 you're asking f o r , f o r monthly, and $7750; i s t h a t 

r i g h t ? 
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A. I t ' s $7750 and t h e n $775, yes. 

EXAMINER JONES: Okay, w i t h t h a t w e ' l l c o n t i n u e 

Case 13,924 u n t i l June t h e 7 t h . 

(Thereupon, t h e s e p r o c e e d i n g s were c o n c l u d e d a t 

11:00 a.m.) 
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