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WHEREUPON, the following proceedings were had at 

8:20 a.m.: 

EXAMINER STOGNER: This hearing w i l l come t o 

order f o r Docket Number 13-97. I'm Michael Stogner, 

appointed Hearing Examiner f o r today's cases. Please note 

today's date, Thursday, May 1st, Thursday, 1997. 

At t h i s time I w i l l c a l l Case Number 11,766, 

A p p l i c a t i o n of Merrion O i l and Gas Corporation f o r 

compulsory p o o l i n g and an unorthodox coal gas w e l l 

l o c a t i o n , San Juan County, New Mexico. 

C a l l f o r appearances. 

MR. ROBERTS: Mr. Examiner, my name i s Tommy 

Roberts. I'm an attorney w i t h the law f i r m of Roberts and 

St r o t h e r i n Farmington, New Mexico, and I'm appearing on 

behalf of the Ap p l i c a n t , Merrion O i l and Gas Corporation. 

We have one witness t o be sworn. 

EXAMINER STOGNER: Any other appearances i n t h i s 

matter? 

W i l l the witness please stand t o be sworn a t t h i s 

time? 

(Thereupon, the witness was sworn.) 

EXAMINER STOGNER: Mr. Roberts? 

Let's see, i f the witness would s i t up here i n 

t h i s c h a i r . 

MR. ROBERTS: Mr. Examiner, you have a package of 

STEVEN T. BRENNER, CCR 
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e x h i b i t s f o r t h i s case i n f r o n t of you. 

GEORGE F. SHARPE, 

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. ROBERTS: 

Q. Would you s t a t e your name and your address, 

please? 

A. George Sharpe from Farmington, New Mexico. 

Q. By whom are you employed? 

A. Merrion O i l and Gas Corporation. 

Q. I n what capacity? 

A. I'm the manager of o i l and gas investments, I'm a 

petroleum engineer. 

Q. How long have you been employed by Merrion? 

A. Since 1990. 

Q. And have you p r e v i o u s l y t e s t i f i e d before the O i l 

Conservation D i v i s i o n ? 

A. I have. 

Q. And i n what capacity? 

A. As an expert witness. 

Q. And were your q u a l i f i c a t i o n s then recognized and 

accepted by the Commission? 

A. They were. 

Q. And are you f a m i l i a r w i t h the A p p l i c a t i o n i n t h i s 

STEVEN T. BRENNER, CCR 
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case? 

A. I am. 

Q. And have you prepared c e r t a i n e x h i b i t s t o be 

submitted i n con j u n c t i o n w i t h your testimony? 

A. I have prepared them, or they have been prepared 

under my d i r e c t i o n . 

MR. ROBERTS: Mr. Examiner, I would tender Mr. 

Sharpe as an expert i n the f i e l d of petroleum engineering. 

EXAMINER STOGNER: Mr. Sharpe i s so q u a l i f i e d . 

Q. (By Mr. Roberts) Mr. Sharpe, would you b r i e f l y 

describe the purpose of t h i s A p p l i c a t i o n ? 

A. The purpose of t h i s A p p l i c a t i o n i s t w o f o l d , the 

f i r s t being t o request approval f o r an unorthodox l o c a t i o n , 

unorthodox F r u i t l a n d Coal l o c a t i o n , because we're d r i l l i n g 

i n the southeast quarter versus the standard southwest or 

northeast quarter of the s e c t i o n . 

The second purpose i s t o fo r c e - p o o l two i n t e r e s t s 

t h a t are uncommitted mineral i n t e r e s t s . 

Q. What i s the experience of Merrion O i l and Gas 

Corporation i n d r i l l i n g and completing F r u i t l a n d Coal gas 

w e l l s i n the San Juan Basin? 

A. We have completed a number of F r u i t l a n d Coal gas 

w e l l s i n the Basin. 

Q. I ' d l i k e f o r you t o r e f e r t o what you have marked 

as E x h i b i t Number 1 and i d e n t i f y t h a t e x h i b i t . 

STEVEN T. BRENNER, CCR 
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A. E x h i b i t Number 1 i s a l o c a t o r map showing the 

e n t i r e San Juan Basin. I n the. very northwest corner of the 

Basin, i n Township 3 2 North, Range 13 West, i s noted the 

Havasu — the l o c a t i o n of the Havasu w e l l , which i s the 

w e l l we hope t o d r i l l . 

Q. And i n what s e c t i o n i s t h a t proposed w e l l 

located? 

A. I t i s i n Section 2 2 of Township 3 2 North, Range 

13 West. 

Q. And what i s the proposed spacing u n i t f o r the 

w e l l ? 

A. The proposed spacing u n i t i s the south h a l f of 

Section 22. 

Q. Now r e f e r t o what you've marked as E x h i b i t Number 

2 and i d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t Number 2 i s a w e l l l o c a t i o n p l a t t h a t 

i d e n t i f i e s the l o c a t i o n of the w e l l i n the southeast 

q u a r t e r of Section 22, i t i d e n t i f i e s the spacing u n i t , 

being the south h a l f of Section 22, and i t shows the o f f s e t 

operators. 

Q. And would you i d e n t i f y those o f f s e t operators, 

please, f o r the record? 

A. B u r l i n g t o n Resources, Hallwood Petroleum 

Companies, and Thompson Engineering. 

Q. I s the proposed spacing u n i t standard f o r a 

STEVEN T. BRENNER, CCR 
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F r u i t l a n d Coal development? 

A. The spacing u n i t i s standard. 

Q. Okay. Do you know the footage l o c a t i o n of the 

proposed well? 

A. The proposed w e l l w i l l be a t 790 from the south 

and 790 from the east of Section 22. 

Q. Now t u r n t o what you've marked as E x h i b i t Number 

3 and i d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t Number 3 i s the lease ownership p l a t 

w i t h i n the south h a l f of Section 22. I t shows e i g h t 

d i f f e r e n t t r a c t s of land and i d e n t i f i e s the ownership of 

each t r a c t . 

S p e c i f i c a l l y i d e n t i f i e d i s the f a c t t h a t Merrion 

has 81.68664 percent of the i n t e r e s t t h a t i s committed, 

B u r l i n g t o n Resources has 12.4158 percent of the ownership 

t h a t i s committed. 

There are two uncommitted i n t e r e s t s . The F i e l d s 

Estate has 5.612 percent of the south h a l f of the s e c t i o n , 

and the Waymen-Palmer ownership i s .28556 percent. Those 

— Both of those i n t e r e s t s are uncommitted. 

Q. Through what process were these ownership 

i n t e r e s t s ascertained? 

A. They were ascertained through b r u t a l t i t l e 

searches through the appropriate county records. 

Q. Now, I note from the e x h i b i t t h a t you've 

STEVEN T. BRENNER, CCR 
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i d e n t i f i e d e i g h t separate t r a c t s . Do each of these t r a c t s 

represent a separate and d i s t i n c t lease, or simply some 

d i f f e r e n c e i n the ownership of the proceeds o f production? 

A. They a c t u a l l y are separate leases. Some of the 

t r a c t s , i n a d d i t i o n — Tract I I i s an example, and I'm not 

sure what the terminology i s , but they have p a r t i a l 

i n t e r e s t i n t h a t t r a c t . F i e l d s owns 2 0 percent of a l l of 

Trac t I I — 

Q. Okay. 

A. — whatever t h a t ' s c a l l e d . 

Q. Now t u r n t o what you've labeled as E x h i b i t Number 

4 and i d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t Number 4 i s the attempts t o communicate 

w i t h the Harold F i e l d s Estate. I t shows the correspondence 

t h a t was sent t o the Harold F i e l d s Estate, both t o d r i l l 

t h e w e l l and also — okay, the A p p l i c a t i o n — I n o t i c e t h a t 

the A p p l i c a t i o n f o r the nonstandard l o c a t i o n s was also sent 

t o Harold F i e l d s Estate. 

Q. Who was responsible f o r the communications w i t h 

the Estate of Mr. Fields? 

A. We had a c o n t r a c t landman, Mr. Rob Johnston, who 

spent most of the e f f o r t i n t r y i n g t o acquire the leases 

and t r a c k down the Harold F i e l d s Estate. 

The very l a s t page i s a synopsis of h i s attempts 

t o l o c a t e the owners of the Harold F i e l d s Estate, which i s 

STEVEN T. BRENNER, CCR 
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f e l t t o be Ms. Medreth F i e l d s , being as t h a t Thomas Harold 

F i e l d s , her husband, i s known t o have died — 

Q. What type of i n t e r e s t i s owned by the Estate of 

Harold Fields? 

A. They own the mineral i n t e r e s t s . 

Q. And i t ' s an unleased i n t e r e s t ? 

A. I t i s an unleased — unleased i n t e r e s t , t h a t ' s 

c o r r e c t . 

Q. Why don't you summarize the attempts t h a t were 

made t o l o c a t e and i d e n t i f y the h e i r s of the estate? 

A. On the l a s t page of E x h i b i t 4, summarizes those 

attempts, shows the chain of t i t l e and how the chain of 

t i t l e was tracked t o Medreth F i e l d s as the c u r r e n t owner of 

the e s t a t e , the e f f o r t s t o f i n d addresses f o r Medreth 

F i e l d s , the e f f o r t t o contact her a t those addresses, the 

e f f o r t s t o c o n t r a c t the — Jacqueline Campbell, who was 

Trustee of the Estate, should Medreth predecease Harold, 

and the f a c t t h a t we have not been able t o f i n d Ms. Medreth 

F i e l d s or any of her h e i r s . 

Q. And i s t h a t a summary of a l l of the e f f o r t s a t 

contact t h a t have been made? Have the r e been any more 

recent e f f o r t s made? 

A. Recently, w e l l , we've sent, of course, the 

l e t t e r s t o the address, which were a l l r e t u r n e d , and the 

l e t t e r s w i t h the AFE and the operating agreement and w i t h 

STEVEN T. BRENNER, CCR 
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the notification of the hearing and the force-pooling 

Application. 

I n a d d i t i o n , we have i n i t i a t e d a statewide 

search, item number 8 on the l a s t page, w i t h the State of 

Washington, but t h a t i s s t i l l i n progress. 

Q. And I n o t i c e t h a t i n the package of e x h i b i t 

m a t e r i a l s under E x h i b i t Number 4, there's a l e t t e r dated 

February 26th, 1997, t o the Harold F i e l d s e s t a t e . I t 

appears t h a t you sent t h i s l e t t e r , accompanied w i t h an AFE 

f o r the w e l l , an operating agreement, a communitization 

agreement; i s t h a t accurate? 

A. Yes, i t i s . 

Q. And t h i s l e t t e r was returned t o you undelivered? 

A. Yes, i t was. And t h a t — The next page shows 

t h a t i t was returned. 

Q. And i n your opinion, was a good f a i t h , d i l i g e n t 

e f f o r t made t o lo c a t e the h e i r s of Harold Fields? 

A. Yes, i t was. 

Q. Let me ask you now t o t u r n t o what you've marked 

as E x h i b i t Number 5 and i d e n t i f y t h a t e x h i b i t , please 

A. E x h i b i t Number 5 i s the synopsis of the 

correspondence w i t h Mr. and Mrs. Eaon Waymen-Palmer. The 

second page shows a l e t t e r which t r a n s m i t t e d a supplemental 

AFE t o them. The — f u r t h e r back, dated A p r i l 21st, 1997. 

Further back i s the l e t t e r dated February 26th, 1997, t h a t 

STEVEN T. BRENNER, CCR 
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t r a n s m i t t e d the o r i g i n a l AFE, the communitization 

agreement, the operating agreement and the A p p l i c a t i o n by 

Merrion f o r the f o r c e - p o l l i n g and f o r the nonstandard 

l o c a t i o n . 

Q. Do you have evidence t h a t these communications 

were received by Mr. and Mrs. Waymen-Palmer? 

A. We do. Included i n the e x h i b i t i s the c e r t i f i e d 

r e t u r n r e c e i p t . 

Q. And i s t h i s i n t e r e s t also an unleased min e r a l 

i n t e r e s t ? 

A. Yes, i t i s . 

Q. And accompanied w i t h t h i s correspondence, d i d you 

submit t o Mr. and Mrs. Waymen-Palmer an op e r a t i n g 

agreement, a proposed operating agreement and an AFE? 

A. Yes, we d i d . 

Q. What has been the r e s u l t of your communications 

w i t h these people? 

A. The r e s u l t of the communications — and again, 

most of i t was done by Mr. Robert Johnston, and the very 

l a s t page of the e x h i b i t summarizes h i s v e r b a l 

correspondence and n e g o t i a t i o n s w i t h them, which 

supplemented the — and a c t u a l l y preceded and coincided 

w i t h the w r i t t e n correspondence. 

B a s i c a l l y , they were ready t o sig n an agreement 

but a t the l a s t minute decided — or t o sig n a lease, or t o 

STEVEN T. BRENNER, CCR 
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g i v e us a lease — a t the l a s t minute rescinded the lease 

because they are concerned about t h e i r water w e l l s . They 

are — They farm i n the r i v e r v a l l e y , near the La P l a t a 

River, and are concerned t h a t the F r u i t l a n d Coal w e l l w i l l 

p o t e n t i a l l y contaminate or dry up e i t h e r / o r t h e i r water 

w e l l s . 

Q. And have they i n d i c a t e d t o you t h a t they w i l l not 

i n any way j o i n i n the d r i l l i n g of t h i s w e l l , e i t h e r by 

l e a s i n g or by p a r t i c i p a t i n g v o l u n t a r i l y ? 

A. They have i n d i c a t e d t h a t t h e i r concern i s t h a t i f 

they lease t o us, even though they are p a r t i c i p a t i n g i n the 

w e l l , t h a t t h a t would s a c r i f i c e t h e i r a b i l i t y f o r recourse, 

should indeed we d r i l l a F r u i t l a n d Coal w e l l , dewater the 

area and f o r whatever reason a f f e c t t h e i r water w e l l s on 

t h e i r land. 

Q. And have they understood t h a t i t would be your 

recourse t o seek t h i s compulsory p o o l i n g of t h e i r 

i n t e r e s t s ? 

A. I t i s my understanding t h a t they are f u l l y aware 

of t h a t and t h a t they choose t h a t over, again, v o l u n t a r i l y 

g i v i n g up t h e i r r i g h t t o p o t e n t i a l l y come back i f t h e i r 

water w e l l s are h u r t . 

Q. I n your o p i n i o n , has Merrion done a l l t h a t ' s 

reasonably p o s s i b l e 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 t h i s 

i n t e r e s t ? 

STEVEN T. BRENNER, CCR 
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A. Yes, i t has. 

Q. Now, t u r n t o what you've marked as E x h i b i t Number 

6. Please i d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t Number 6 i s the i n i t i a l AFE and the 

supplemental AFE t h a t were sent out t o the working i n t e r e s t 

p a r t i e s and the unleased mineral i n t e r e s t p a r t i e s . 

Q. I n the o r i g i n a l AFE, i d e n t i f y the dryhole and 

completed costs. 

A. I n the o r i g i n a l AFE, the t o t a l dryhole cost would 

be $77,400; the t o t a l completed costs would be $256,500, 

roughly. 

Q. Why was the AFE modified? 

A. I t was modified because p a r a l l e l w i t h our e f f o r t s 

t o stake the w e l l and get the w e l l d r i l l e d , we have had t o 

increase our estimates, and t h a t ' s shown on the second 

page, on the modified AFE, by $17,000 f o r surface damages 

t h a t we're having t o pay t o San Juan Coal Company t o allow 

us t o d r i l l a w e l l on t h e i r surface lease, and als o $40,000 

cost t o bore under the haul road near t h e i r La P l a t a Mine, 

t h e i r coal mine. 

Q. And as rev i s e d , what are the t o t a l dryhole and 

completed costs? 

A. The dryhole cost would be increased by $17,000. 

They are not itemized on t h i s AFE, but the $77,430 would be 

increased by the $17,000 t o $94,430, would be the dryhole 

STEVEN T. BRENNER, CCR 
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cost, because we would have t o pay the surface damages. 

The $40,000 would not be pai d unless the w e l l was 

completed, and t h a t would increase our completed cost t o 

$313,480. 

Q. I n your opinion, are these estimated costs 

reasonable, given the nature of the proposed operation? 

A. Yes, they are. 

Q. Are these estimated costs c o n s i s t e n t w i t h your 

experience i n the d r i l l i n g and completion of F r u i t l a n d Coal 

gas w e l l s i n the San Juan Basin? 

A. Yes, they are. 

Q. Turn t o what you've marked as E x h i b i t Number 7 

and i d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t Number 7 i s an operating agreement, AAPL 

Form 610-1989, dated February 1st, 1997, covering a l l of 

Section 22 as t o the F r u i t l a n d Coal formation. 

Q. And i s t h i s operating agreement a standard form 

commonly used i n the o i l and gas industry? 

A. Yes, i t i s . 

Q. Has i t been modified as t o any su b s t a n t i v e 

p r o v i s i o n ? 

A. No substantive m o d i f i c a t i o n s . 

Q. Who do you propose be designated as the operator 

of the c o n t r a c t area and the w e l l s t o be d r i l l e d on the 

c o n t r a c t area? 
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A. Merrion oil and Gas Corporation would be the 

designated operator. 

Q. I d e n t i f y what you've marked as E x h i b i t Number 8. 

A. E x h i b i t Number 8 i s an Ernst and Young survey, 

the l a t e s t t h a t ' s a v a i l a b l e or t h a t a t l e a s t we have access 

t o , showing overhead r a t e s both f o r producing w e l l s and f o r 

d r i l l i n g w e l l s i n the Colorado Plateau, Basin and Range 

area. 

Q. And i n t h i s case, do you propose the assessment 

of supervisory charges during the d r i l l i n g and producing 

stages of the operation? 

A. Overhead charges? 

Q. Yes. 

A. Yes, we do. 

Q. At what rates? 

A. We have proposed $3500 per month p r o r a t e d 

overhead charges f o r d r i l l i n g , which compares on the bottom 

p a r t of E x h i b i t 8 under gas w e l l s less than 5000 f e e t , i t 

compares t o around $4800, roughly, as the going r a t e . So 

$3500 i s our proposed r a t e , versus $4800. 

Q. And what about the producing w e l l rate? 

A. The producing w e l l r a t e , we have $350 as the 

proposed r a t e , versus $421 t o $429 as the going r a t e s i n 

1995. 

Q. And i n your opinion, are these r a t e s reasonable 
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and customary, given the nature and location of the 

operation? 

A. Yes, they are. 

Q. Let's t u r n t o what you've marked as E x h i b i t 

Number 9. Please i d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t Number 9 i s a map of the are surrounding 

Section 22, showing the F r u i t l a n d Coal p r o d u c t i o n i n and 

around t h a t area, peak gas r a t e and peak water r a t e . You 

can see s i g n i f i c a n t v a r i a t i o n i n both the gas and the water 

r a t e , i n d i c a t i n g t h a t there i s s t i l l s i g n i f i c a n t r i s k i n 

d r i l l i n g the Havasu Number 1. 

I n a d d i t i o n , you can note t h a t t h e r e are no 

producing w e l l s — w e l l , w i t h the exception of the one down 

i n Section 3 3 t h a t ' s making 54 MCF a day and 16 b a r r e l s of 

water a day — t h a t are as close t o the F r u i t l a n d outcrop 

as the Havasu Number 1. 

Q. You have a l i n e drawn on t h i s e x h i b i t , noted as 

the F r u i t l a n d outcrop. What i s the s i g n i f i c a n c e of the 

F r u i t l a n d outcrop? 

A. That i s where the main F r u i t l a n d Coal i n t e r v a l 

i n t e r s e c t s the surface. And i n f a c t , BHP's mine i s on the 

eastern p o r t i o n of t h i s map, on the surface, where they're 

mining a t the La Plata Mine, the c o a l . 

Q. I n o t i c e t h a t you have two separate n o t a t i o n s 

d e a l i n g w i t h other a p p l i c a t i o n s f o r approval of unorthodox 
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coal gas well locations. One is designated as the Thompson 
application, Case Number 11,728, and the other is 

i d e n t i f i e d as the Hallwood unorthodox l o c a t i o n . 

W i l l you describe those, please? And what i s the 

s i g n i f i c a n c e of t h a t i n f o r m a t i o n t o t h i s case? 

A. The s i g n i f i c a n c e of the i n f o r m a t i o n i s the f a c t 

t h a t nonstandard l o c a t i o n s f o r the F r u i t l a n d Coal, from the 

standpoint of being d r i l l e d i n the unorthodox q u a r t e r 

s e c t i o n , have been approved i n the area, i n the case of the 

Hallwood a p p l i c a t i o n ; and i n the Thompson a p p l i c a t i o n I 

understand t h a t t h a t order i s a n t i c i p a t e d s h o r t l y . 

Q. Okay. And both of these requests f o r approval of 

an unorthodox l o c a t i o n were based on o f f - p a t t e r n l o c a t i o n s ? 

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

Q. Now t u r n t o what you've marked as E x h i b i t Number 

10. I d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t Number 10 i s a s t r u c t u r e map of the 

F r u i t l a n d Coal i n the area near the proposed Havasu w e l l . 

I t shows — They are 2 00-foot contours. The F r u i t l a n d 

outcrop i s noted on the map. 

I t shows t h a t the Havasu Number 1 i s a n t i c i p a t e d 

t o h i t the main F r u i t l a n d Coal a t a depth of approximately 

1200 f e e t i n the southeast quarter of Section 22. I f we 

were t o d r i l l t h a t w e l l i n the southwest q u a r t e r of Section 

22, we would l i k e l y — a t the l o c a t i o n we'd have t o h i t the 
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well, we'd likely h i t the Fruitland Coal in the 600- to 

800-foot depth range. 

Q. Does t h i s i n f o r m a t i o n depicted on t h i s e x h i b i t , 

t h e r e f o r e , go t o the aspect of r i s k t h a t would be 

undertaken? 

A. I t i s — For geologic reasons, we would p r e f e r t o 

be as deep as possible i n the c o a l . 

The gas content of the coal i s d i r e c t l y r e l a t e d 

t o the pressure, and i f you have — i n t e r s e c t the coal a t a 

deeper depth, then you're going t o have more gas content 

and t h e o r e t i c a l l y a more productive and more economic w e l l . 

So f o r geologic reasons, we'd p r e f e r t o be as 

deep as p o s s i b l e , and t h a t r e q u i r e s us t o be as f a r 

southeast i n the s e c t i o n as poss i b l e . 

Q. Now, the next case on the docket i s Case Number 

11,767, I b e l i e v e , and the subject matter of t h a t case i s a 

compulsory p o o l i n g request f o r what's known as the Powell 

Number 1 w e l l , which i s proposed t o be l o c a t e d i n t h e n o r t h 

h a l f of Section 22, which i s c l o s e r t o the F r u i t l a n d 

outcrop, and I assume a shallower — w i l l be encountered a t 

a shallower depth. 

I t would appear t h a t there might be a l i t t l e 

i n c onsistency i n the l o g i c here. You say you need t o be 

f u r t h e r away from the outcrop so as t o be deeper. How 

would you e x p l a i n t h a t apparent inconsistency? 
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A. The inconsistency is — The Powell case stands 

alone i n the f a c t t h a t the economics of t h a t w e l l are 

separate from the economics of the Havasu Number 1. We 

w i l l not d r i l l the Powell Number 1 unless the Havasu Number 

1 i s successful. 

And so i f we were t o d r i l l the Havasu Number 1 a t 

the shallower depth, again, we s a c r i f i c e the reserves of 

the Havasu Number 1, we have a much smaller chance of 

success, and even though we're w i l l i n g t o d r i l l w e l l s a t 

those shallower depths, only i f the Havasu Number 1 a t 1200 

f e e t proves t o be economic. 

Q. Do you propose t h a t a r i s k f a c t o r be charged 

against any i n t e r e s t owner who does not v o l u n t a r i l y j o i n i n 

t h i s operation? 

A. Yes, we propose a r i s k f a c t o r of 156 percent. 

Q. And i s i t your understanding t h a t t h a t i s the 

maximum t h a t i s t r a d i t i o n a l l y allowed by the D i v i s i o n ? 

A. That i s my understanding. 

Q. How do you support t h a t request? 

A. We support t h a t request, again, w i t h the f a c t , 

going back t o E x h i b i t 9, of the v a r i a b i l i t y of the w e l l s 

and the production from the w e l l s around t h e r e , the h i g h 

water r a t e s and the expense of handling water, i n a d d i t i o n , 

p o i n t i n g out t h a t no w e l l has been d r i l l e d w i t h s i g n i f i c a n t 

gas r a t e s as shallow as the Havasu Number 1 i s proposed a t 
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t h i s p o i n t . 

Q. Now t u r n t o what you've marked as E x h i b i t Number 

11 and i d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t Number 11 i s a copy of a topographic map 

across Section 22, which shows the spacing u n i t s i n the 

south h a l f of Section 22. I t also shows the l o c a t i o n of 

the Havasu Number 1 at a l o c a t i o n of 790 from the south and 

790 from the east of Section 22. 

Q. I s t h i s i n an area t h a t would be considered 

r e s i d e n t i a l ? Would i t be i n p r o x i m i t y t o a r e s i d e n t i a l 

area? 

A. I t i s d e f i n i t e l y a r u r a l area, but the small 

squares shown on the map dep i c t developments, housing. I n 

p a r t i c u l a r , on the southwest — or i n the southwest q u a r t e r 

of Section 22 you have s i g n i f i c a n t development i n t h e r e . 

I t would be very d i f f i c u l t t o f i n d a l o c a t i o n i n t h e r e t h a t 

would not be a f f e c t e d by t h i s housing. 

I n a d d i t i o n , the map shows the La Pl a t a River 

coming through, b a s i c a l l y through the center of Section 22, 

coming across the s e c t i o n from n o r t h t o south. I t also 

shows the La Plata highway p a r a l l e l l i n g the r i v e r along the 

same l o c a t i o n . 

I f we were t o d r i l l the w e l l i n the standard 

l o c a t i o n i n the southwest quarter of Section 22, we'd have 

the complications of a higher development l e v e l from the 
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people. 

We would also have the s i g n i f i c a n t added costs, 

r i s k s and e f f o r t of crossing both the highway and the r i v e r 

t o get over the gas gathering system, which i s a l l on the 

east side of t h a t s e c t i o n , a c t u a l l y the east side of the 

highway and the r i v e r . 

Q. Now t u r n t o what you've marked as E x h i b i t Number 

12. I d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t Number 12 i s a l e t t e r t o a l l i n t e r e s t e d 

p a r t i e s n o t i f y i n g them of the A p p l i c a t i o n of Merrion O i l 

and Gas of the nonstandard F r u i t l a n d Coal l o c a t i o n , those 

i n t e r e s t e d p a r t i e s being the o f f s e t operators t h a t are not 

working i n t e r e s t owners. B u r l i n g t o n Resources i s an o f f s e t 

operator, but they are a working i n t e r e s t owner i n the 

w e l l . 

Q. And behind the l e t t e r dated February 26th are two 

other l e t t e r s . Would you i d e n t i f y those l e t t e r s , please? 

A. The f i r s t l e t t e r i s from John Thompson a t Walsh 

Engineering, also known as Thompson Engineering, i n d i c a t i n g 

they have no o p p o s i t i o n t o the proposed nonstandard 

l o c a t i o n . 

The second l e t t e r i s a l e t t e r from Hallwood 

Petroleum, Incorporated, i n d i c a t i n g the same. 

B u r l i n g t o n Resources, the t h i r d o f f s e t operator, 

by v i r t u e of the f a c t t h a t they approved the AFE and have 
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approved a l l i n f o r m a t i o n and operating agreement and 

communitization agreements submitted t o them, have 

i n d i c a t e d t h e i r approval of the nonstandard l o c a t i o n . 

Q. Did a n o t i c e of t h i s hearing go t o Mr. and Mr. 

Waymen-Palmer? 

A. Yes, i t d i d . I t went w i t h the AFE packet and was 

sent v i a t h a t correspondence w i t h the AFE, communitization 

agreements and operating agreement. 

Q. Do you know t h a t they received t h a t 

communication? 

A. They d i d . I t was sent c e r t i f i e d , and the r e t u r n 

r e c e i p t was received. 

Q. And d i d you send a copy of t h i s — or d i d you 

send a n o t i f i c a t i o n of the hearing t o the e s t a t e of Harold 

Fields? 

A. We d i d send i t t o them through the same AFE 

packet. I t was returned unopened. 

Q. Mr. Sharpe, are you f a m i l i a r w i t h the n o t i c e 

requirements of the O i l Conservation D i v i s i o n a p p l i c a b l e t o 

cases of t h i s type? 

A. Yes, I am. 

Q. And i n your opinion, have those requirements been 

s a t i s f i e d ? 

A. Yes, they have. 

Q. I n your opinion, w i l l the g r a n t i n g of t h i s 
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Application be in the interest of conservation and result 

i n the prevention of waste and the p r o t e c t i o n of 

c o r r e l a t i v e r i g h t s ? 

A. Yes, i t w i l l . 

Q. And were E x h i b i t Numbers 1 through 12 prepared by 

you or a t your d i r e c t i o n and under your supervision? 

A. Yes, they were. 

MR. ROBERTS: Mr. Examiner, I would move the 

admission of E x h i b i t Numbers 1 through 12. 

EXAMINER STOGNER: E x h i b i t s 1 through 12 w i l l be 

admitted i n t o evidence a t t h i s time. 

MR. ROBERTS: I have no other questions on 

d i r e c t . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Sharpe, i n r e f e r r i n g t o E x h i b i t Number 11, 

you mentioned the coal mining a c t i v i t y i n t h i s area t o the 

west. I s the r e a c t u a l l y p a r t of t h a t coal mine i n the 

southern p a r t of Section 22? 

A. There i s not. The haul road — You can see 

pen c i l e d on the bottom p a r t of t h a t topo map on E x h i b i t 11, 

you can see t h a t ' s where the haul road i s . I t was not 

shown on t h i s topo map, because the topo map predated the 

mine. 

You can see some surface mines, which i s where 
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the outcrop i s across the no r t h p a r t of 22. Those are not 

a c t i v e mines. 

Q. Okay, now, you look f u r t h e r t o the west, over i n 

the other s e c t i o n ; i t has the Thomas Mine i n t h e r e . I s 

t h a t a c u r r e n t mine? 

A. My understanding i s , t h a t i s not an a c t i v e mine. 

Q. Were they surface mining or — 

A. They were surface mining. 

Q. Okay, not underground then? 

A. No. 

Q. Was Hallwood n o t i f i e d r e g i s t e r e d r e t u r n r e c e i p t ? 

A. They were not, by o v e r s i g h t , nor was Thompson, 

and thus we requested t h e i r l e t t e r s . We do know t h a t they 

d i d r e c e i v e n o t i f i c a t i o n v i a phone c a l l s from both and 

phone c a l l s t o both, and because we had o v e r s i g h t and had 

not sent them r e t u r n r e c e i p t we requested t h a t they w r i t e 

us these l e t t e r s , which they agreed t o do. 

Q. And how about Burlington? 

A. B u r l i n g t o n was not n o t i f i e d — Well, no, 

B u r l i n g t o n was n o t i f i e d r e t u r n r e c e i p t , because they were 

n o t i f i e d through the AFE package. And everyone on the 

AFE — Well, I say t h a t . I don't know t h a t f o r sure, 

whether B u r l i n g t o n was n o t i f i e d r e t u r n r e c e i p t . They d i d 

rec e i v e i t , again, through conversation w i t h them and w i t h 

t h e i r subsequent approval of the AFEs. 
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Q. And they are a party t o t h i s , and — When d i d 

they agree t o j o i n i n t h i s p r o j e c t ? I guess they have some 

s t u f f i n Tract I I I , which i s the — what? The northeast of 

the southeast? 

A. Right, i f anyone's a f f e c t e d by the nonstandard 

l o c a t i o n , i t would a c t u a l l y be B u r l i n g t o n . They a c t u a l l y 

own the — r i g h t , the — Going back t o E x h i b i t 3, they own 

Tract I I I and they own the adjacent lease d i r e c t l y east. 

So they are most a f f e c t e d by t h i s w e l l , and they approved 

the AFE and approved the l o c a t i o n and d r i l l i n g of the w e l l 

approximately two weeks ago. 

EXAMINER STOGNER: No other questions. 

MR. ROBERTS: I have none. 

EXAMINER STOGNER: Does anybody else have 

anything i n Case Number 11,766? 

Then t h i s case w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

8:53 a.m.) 

* * * 
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