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This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , MICHAEL E. STOGNER, 

Hearing Examiner on Thursday, September 21st, 2 000, a t the 

New Mexico Energy, Minerals and Natural Resources 

Department, Porter H a l l , 2 04 0 South Pacheco, 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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WHEREUPON, t h e f o l l o w i n g p r o c e e d i n g s were had a t 

8:48 a.m.: 

EX7AMINER STOGNER: A t t h i s t i m e I w i l l c a l l Case 

Number 12,492, which i s t h e A p p l i c a t i o n o f Texakoma O i l and 

Gas C o r p o r a t i o n f o r compulsory p o o l i n g , San Juan County, 

New Mexico. 

C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, Jim Bruce o f Santa Fe, 

r e p r e s e n t i n g t h e A p p l i c a n t . I have two w i t n e s s e s t o be 

sworn i n . 

EXAMINER STOGNER: Any o t h e r appearances? 

W i l l t h e two w i t n e s s e s p l e a s e s t a n d and be sworn 

a t t h i s t i m e ? 

(Thereupon, t h e w i t n e s s e s were sworn.) 

JOHN M. RICHARDSON, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y 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 : 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. W i l l you p l e a s e s t a t e your name and c i t y o f 

r e s i d e n c e f o r t h e r e c o r d , please? 

A. John M i c h a e l Richardson, S t a n l e y , New Mexico. 

Q. What i s your o c c u p a t i o n ? 

A. I'm a p e t r o l e u m landman. 

Q. What i s your r e l a t i o n s h i p t o Texakoma i n t h i s 
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matter? 

A. I am a co n t r a c t landman f o r Texakoma O i l and Gas 

Corporation. 

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

as a landman? 

A. Yes, s i r , I have. 

Q. And were your c r e d e n t i a l s as an expert accepted 

as a matter of record? 

A. Yes, s i r , they were. 

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 case? 

A. Yes, s i r . 

MR. BRUCE: Mr. Examiner, I tender Mr. Richardson 

as an expert petroleum landman. 

EXAMINER STOGNER: Mr. Richardson i s so 

q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Richardson, what does 

Ap p l i c a n t seek i n t h i s case? 

A. Texakoma seeks an order p o o l i n g a l l of the 

mineral i n t e r e s t s i n the no r t h h a l f of Section 18 of 

Township 31 North, Range 13 West, from the surface t o the 

base of the F r u i t l a n d Coal — t o the F r u i t l a n d f o r m a t i o n . 

Q. What i s E x h i b i t 1? 

A. E x h i b i t 1 i s a land p l a t showing the n o r t h h a l f 

of Section 18, which i s comprised of Lots 5, 6 and 7, the 
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northeast q u a r t e r , and the southeast quarter of the 

northwest q u a r t e r , c o n t a i n i n g 255.73 acres. The w e l l i s 

located a t an orthodox l o c a t i o n , being 1296 f e e t from the 

n o r t h l i n e and 665 f e e t from the east l i n e of Section 18. 

Q. What i s Texakoma seeking t o pool a t t h i s time? 

A. Lots 5, 6 and 7 are subject t o a f e d e r a l lease, 

NM-8 6494, which i s 100-percent owned by Texakoma. We do 

not seek t o pool anyone i n t h a t acreage. 

But the northeast quarter and the southeast 

q u a r t e r of the northwest quarter of Section 18 i s a fee 

t r a c t i n which there are a number of unlocatable i n t e r e s t s , 

and we seek t o p o o l those u n l o c a t a b l e i n t e r e s t s . 

Q. What i s E x h i b i t 2? 

A. E x h i b i t 2 i s a l i s t of the i n t e r e s t owners we 

seek t o p o o l , along w i t h t h e i r f r a c t i o n a l i n t e r e s t i n the 

fee t r a c t . 

Q. Okay. Now — And a l l of these are unleased 

mineral i n t e r e s t owners, are they not? 

A. Yes. 

Q. Okay. Why are these people i n such a l a r g e — 

You know, i t ' s almost h a l f of the mineral i n t e r e s t . Why 

are they d i f f i c u l t t o locate? 

A. This land was patented t o P a t r i c k and James 

McGuinn back i n the e a r l y 1900s. They died i n 1919, or 

approximately t h e r e , without any s u r v i v i n g parents or 
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brothers and s i s t e r s . And one of the brothers died 

unmarried and was c h i l d l e s s , and h i s four b r o t h e r s — or 

fo u r s i b l i n g s -- had a combined t o t a l of 22 c h i l d r e n , and 

these are the persons t h a t i n h e r i t e d a l l of t h i s i n t e r e s t . 

Q. So i n other words, the two brothers died, and 

ev e r y t h i n g went t o the 2 0 or 2 2 — what would they be? — 

nephews and nieces — 

A. -- nieces, t h a t i s c o r r e c t , yes, s i r . 

Q. And where d i d they reside? Did they l i v e i n San 

Juan County, the nephews and nieces? 

A. No, s i r , they p r i m a r i l y resided i n Minnesota, New 

York and Michigan. 

Q. So they were a l l out of state? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. Now, I bel i e v e the probate on the two brothers 

was conducted where? Around 19 2 0? 

A. I t h i n k t h a t ' s c o r r e c t , yes, s i r . 

Q. And t h a t i s the only probate t h a t ' s been 

conducted i n San Juan County regarding t h i s l and; i s t h a t 

c o r r e c t ? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. Now, when the nephews and nieces died — and l i k e 

you s a i d , there was 2 0 of them — d i d they have New Mexico 

probates conducted? 

A. No, s i r , they d i d not. 
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Q. Did they have probates conducted i n t h e i r home 

states? 

A. No, s i r , they d i d not. 

Q. So i t went t o about 2 0 people, and then from 

t h e r e i t went t o t h e i r children? 

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

Q. So we are dealing w i t h q u i t e a l a r g e number of 

people? 

A. Yes, s i r , we are. 

Q. Have there been many deeds recorded i n San Juan 

County regarding these i n t e r e s t s ? 

A. Just a very few. 

Q. I be l i e v e we both looked at the records. Maybe 

s i x or e i g h t deeds over the l a s t 80 years? 

A. Yes, s i r , t h a t sounds about r i g h t . 

Q. So i n other words, you had t o r e c o n s t r u c t 

ownership of t h i s 200 acres w i t h maybe a h a l f a dozen 

instruments recorded w i t h the County Clerk over the l a s t 8 0 

years? 

A. Yes, s i r . 

Q. Now, what sources have you examined i n order t o 

determine the ownership of these i n t e r e s t s and the names of 

these people? 

A. We examined the records of the County Clerk and 

the Clerk of the D i s t r i c t Court of San Juan County, we 

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 

9 

accessed the I n t e r n e t , 411 D i r e c t o r , the ASGs, the 

M i c r o s o f t D i r e c t o r y , the county records i n va r i o u s other 

s t a t e s where we thought t h a t these people may have resided. 

Q. Okay. So when you went t o the county records 

l i k e — One of them was what? Hennepin County, Minnesota? 

A. Yes, s i r . 

Q. And you checked there f o r probates, but very 

l i t t l e success there e i t h e r ; i s t h a t c o r r e c t ? 

A. No success. And I ' d l i k e t o c l a r i f y , we d i d not 

go t h e r e p h y s i c a l l y , we d i d those searches by telephone. 

Q. Right. You were able t o t r a c k down some f a m i l y 

members or some d i s t a n t f a m i l y members; i s t h a t c o r r e c t ? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. And t h a t i s how you e s s e n t i a l l y came t o t h i s l i s t 

and the l i s t of the other people who have executed leases? 

A. Yes, s i r . 

Q. Now, you on behalf of Texakoma are not the only 

person who's checked the records f o r these mineral owners; 

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

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. What other companies or persons have checked the 

records, l o o k i n g f o r the mineral owners? 

A. Texakoma has acquired some i n t e r e s t from San Juan 

Resources, J e r r y McHugh and Merrion O i l and Gas. 

Q. And both McHugh and Merrion have conducted t h e i r 
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own extensive t i t l e examinations over the years, over the 

l a s t t e n years or so? 

A. Yes, s i r , they've been working t h i s area f o r 

q u i t e some time. 

Q. And you were also provided w i t h copies of most of 

t h e i r t i t l e data? 

A. Yes, s i r , we were. 

Q. And the net r e s u l t i s s t i l l t h a t about h a l f the 

p r o p e r t y i s questionable? 

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

Q. Now, c e r t a i n i n t e r e s t s were tracked down, about 

— a t l e a s t what, 13/24 of the mineral i n t e r e s t s ? 

A. Yes, s i r , approximately 55 percent. 

Q. And leases have been taken from those people? 

A. Yes, s i r , they have. 

Q. And any of the people t h a t you've been able t o 

l o c a t e you do not seek t o for c e pool? 

A. No, s i r , we do not. 

Q. Okay. Now, i n connection — Texakoma also 

d r i l l e d a w e l l up i n the what? The southeast of the 

southeast of Section 7, immediately t o the north? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. And t h a t was about a year ago? 

A. Yes, s i r , I t h i n k l a s t June, i f memory serves me 

c o r r e c t l y . 
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Q. Now, f o r t h a t hearing I b e l i e v e you mailed out 

no t i c e s t o l a s t known addresses, t o at l e a s t a few of the 

people? 

A. Yes, s i r , we d i d . 

Q. How o l d were those addresses t h a t you had? 

A. They ranged anywhere from 60 t o 8 0 years o l d . 

Q. Did the m a i l i n g of any — d i d t h a t r e s u l t i n any 

— Were those addresses good, i s the --

A. No, s i r , they were not. They a l l came back 

address unknown. 

Q. Okay. So f o r t h i s hearing you d i d n ' t m a i l out 

any l e t t e r s t o any o l d addresses? 

A. No, s i r , they would have been the same people 

t h a t we p r e v i o u s l y t r i e d t o l o c a t e . 

Q. Okay. I n your opinion, has Texakoma made a good 

f a i t h e f f o r t t o locate a l l of the unleased mineral i n t e r e s t 

owners i n the northeast quarter and the southeast q u a r t e r , 

northwest quarter of Section 18? 

A. Yes, s i r , we have. We spent several months 

t r y i n g t o l o c a t e these people. 

Q. And a t t h i s p o i n t you're p r e t t y much a t a dead 

end? 

A. Yes, s i r , we are. 

Q. Okay. Other than these unlocatable mineral 

i n t e r e s t s , i s Texakoma the only working i n t e r e s t owner? 

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 

A. Yes, s i r , they are. 

Q. And does Texakoma request t h a t i t be designated 

operator of the well? 

A. Yes, s i r , they do. 

Q. Were E x h i b i t s 1 and 2 prepared by you or under 

your d i r e c t i o n or compiled from company business records? 

A. They were compiled by company business records, 

w i t h i n p u t from myself and other people. 

Q. Okay. 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 

pre v e n t i o n of waste? 

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

MR. BRUCE: Mr. Examiner, at t h i s time I would 

move the admission of Texakoma E x h i b i t s 1 and 2. 

EXAMINER STOGNER: E x h i b i t s 1 and 2 w i l l be 

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

EXAMINATION 

BY EXAMINER STOGNER: 

Q. You had mentioned t h a t another operator, Merrion 

O i l and Gas, had done some extensive work i n t r y i n g t o 

loc a t e these people. 

A. Yes, s i r . 

Q. Was t h a t f o r t h i s p a r t i c u l a r s e c t i o n or t h i s 

p a r t i c u l a r lease, or i s there some other p r o p e r t y t h a t i s 

owned by the o l d — 

STEVEN T. BRENNER, CCR 
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A. The land — 

Q. -- McGuinn party? 

A. Excuse me. The lands i n the southeast of the 

southeast of Section 7, as w e l l as i n the northeast quarter 

of Section 18, the southwest-northwest of 18 — 

MR. BRUCE: Southeast of the — 

THE WITNESS: Excuse me, southeast of the 

northwest of 18, the northeast of the southwest of 18 and 

the northwest of the southeast of 18 a l l have the same 

ownership. And Merrion had acquired a lease from two of 

the p a r t i e s t h a t own an i n t e r e s t i n these lands several 

years ago, and Texakoma has acquired an i n t e r e s t i n those 

leases. 

Q. (By Examiner Stogner) Now, i s the r e c u r r e n t — 

Okay, there i s no cu r r e n t production i n the south p a r t of 

18? 

A. No, s i r , not t o my b e l i e f . 

Q. Okay, so i t r e a l l y doesn't look l i k e there's 

anything i n 18; you're s o r t of the f i r s t one t o go i n 

there? 

A. Yes, s i r . 

Q. Except there was an o l d s a l t w a t e r d i s p o s a l w e l l , 

i t looks l i k e . 

A. On t h a t f e d e r a l lease, yes, s i r , t h a t i s c o r r e c t . 

Q. Okay. So t h a t McGuinn, et a l . , fee acreage — 
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I've drawn i t on E x h i b i t Number 1 — t h a t would i n c l u d e the 

northeast quarter of 18 and t h a t l i t t l e southeast q u a r t e r , 

southeast quarter of Section 7 — 

A. Yes, s i r . 

Q. — and then those l i t t l e 4 0-acre t r a c t s t h a t are 

i n d i c a t e d t o be connected, t h a t surround the number "18"; 

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

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. Okay. So you're e s s e n t i a l l y l o o k i n g a t about 320 

acres there — 

A. Yes, s i r . 

Q. — i n t h a t lease. 

Are they also the surface owners? 

A. Yes, s i r , they are. 

Q. And who a c t u a l l y — I s there a r e s i d e n t on the 

surface, or i s i t farm land, ranch land? 

A. No, s i r , i t i s ranch land. The taxes have been 

pai d by one of the h e i r s , Mrs. Dorothy McGuinn throughout 

the years. 

Q. Dorothy who? 

A. McGuinn. 

Q. McGuinn. 

A. Yes, s i r . 

Q. So there i s s t i l l a McGuinn t h a t l i v e s i n the 

Farmington area? 

STEVEN T. BRENNER, CCR 
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A. She l i v e s i n Tucson, Arizona. 

Q. Tucson, Arizona. 

A. Yes, s i r . And we do have her under lease. 

Q. Now, d i d you t a l k t o her about her ancestry? 

A. Yes, s i r , we t a l k e d t o her and any of the other 

h e i r s t h a t she could get us i n touch w i t h , had telephone 

numbers f o r , and we have — we've t r i e d t o r e c o n s t r u c t the 

f a m i l y t r e e , so t o speak. 

Q. Now, i s Merrion p a r t — have any i n t e r e s t i n t h i s 

p a r t i c u l a r w e l l t h a t you're proposing i n the n o r t h h a l f of 

18? 

A. No, s i r . They have assigned t h e i r i n t e r e s t t o 

Texakoma. 

MR. BRUCE: They w i l l have an o v e r r i d e . 

Q. (By Examiner Stogner) Oh, there i s an override? 

A. Yes, s i r , excuse me, I thought you were t a l k i n g 

about working i n t e r e s t . 

Q. Now, you had mentioned t h a t 55 percent of the 

i n t e r e s t owners i n the north h a l f of 18 have been found, 

and were not t o be included i n t h i s f o r c e p o o l i n g ; i s t h a t 

c o r r e c t ? 

A. Yes, s i r , t h a t i s c o r r e c t , approximately. 

Q. Okay, has t h i s 55 percent a c t u a l l y j o i n e d i n or 

made some s o r t of an agreement f o r the n o r t h h a l f of 18? 

A. They have leased t h e i r i n t e r e s t t o Texakoma, 
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Merrion or San Juan Resources, Je r r y McHugh, a t one time or 

the other. 

Q. So j u s t merely the f a c t t h a t they've been found 

doesn't — i t ' s because they have agreed t o p a r t i c i p a t e — 

A. Yes, s i r . 

Q. — and have some s o r t of lease mechanism, i s why 

t h i s 55 percent i s not t o be included? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. Not j u s t the mere f a c t t h a t they were found? 

A. No, s i r . 

EXAMINER STOGNER: Which would have been a 

mira c l e i n i t s e l f , as i t appears. 

I don't have anything f u r t h e r of t h i s witness. 

You may be excused. Thank you, s i r . 

THE WITNESS: Thank you, s i r . 

MR. BRUCE: Mr. Examiner, before we begin, i t may 

help t o keep t h a t E x h i b i t 1 around. Mr. Kendrick may have 

a few t h i n g s t o add about the matters on E x h i b i t 1. 

A.R. KENDRICK, 

the witness h e r e i n , a f t e r having been f i r s t duly 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 and c i t y of 

residence? 
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A. A.R. Kendrick, Aztec, New Mexico. 

Q. What i s your r e l a t i o n s h i p t o Texakoma i n t h i s 

case? 

A. I'm a petroleum consultant f o r Texakoma i n t h i s 

case, and p r i m a r i l y i t deals w i t h paperwork. 

Q. Have you pre 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. Yes. 

Q. And were your c r e d e n t i a l s as an expert accepted 

as a matter of record? 

A. Yes. 

Q. And have you prepared a number of e x h i b i t s f o r 

pr e s e n t a t i o n today? 

A. Yes, s i r . 

Q. And are you f a m i l i a r w i t h the produc t i o n and 

d r i l l i n g and engineering matters r e l a t e d t o t h i s 

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

A. Yes, s i r . 

MR. BRUCE: Mr. Examiner, I tender Mr. as an 

expert. 

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

Q. (By Mr. Bruce) Mr. Kendrick, would you f i r s t 

i d e n t i f y E x h i b i t 3 f o r the Examiner, t e l l him what i s 

e x h i b i t e d on t h a t p l a t ? 

A. E x h i b i t 3 and E x h i b i t 4 are companion e x h i b i t s . 
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E x h i b i t 4 e s s e n t i a l l y describes what I t r i e d t o show on 

E x h i b i t 3. This i s a copy of a p o r t i o n of the topographic 

map. I've p l o t t e d the F r u i t l a n d Coal w e l l s on t h i s map 

t h a t are d r i l l e d by Texakoma O i l and Gas. 

And h i g h l i g h t e d on t h i s map i n yellow are some 

sandstone r i d g e s , which are outcrops, based on the f o l d i n g 

i n the San Juan Basin, e i t h e r by the San Juan Basin 

sediment or by the Ute Dome U p l i f t . 

These w e l l s are — d r i l l e d i n t o the F r u i t l a n d 

Coal, are the westernmost w e l l s i n the Basin F r u i t l a n d Coal 

f i e l d i n t h i s p r o x i m i t y . There are none west of these 

w e l l s toward the outcrop, which i s j u s t o f f the map t o the 

west. 

The La Plata Coal Mine i s about t h r e e miles 

northeast of the corner of t h i s map, where they mine 

F r u i t l a n d Coal and ship along what's i d e n t i f i e d on t h i s map 

as the Coal Haul road, and they haul i t t o the power p l a n t 

about t e n miles southwest of t h i s map. 

This i s i d e n t i f i e d t o show t h a t the F r u i t l a n d 

f o r mation i n t h i s area i s very near the outcrop and 

considered extremely marginal. 

Q. What does E x h i b i t 5 show, Mr. Kendrick? 

A. E x h i b i t 5 are generic townships f o r Townships 31 

and 3 2 North, Ranges 13 and 14 west, and show the w e l l s 

t h a t have been d r i l l e d — or been completed i n the 
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F r u i t l a n d Coal formation. 

Three c i r c l e s i n d i c a t e three w e l l s t h a t have been 

pe r m i t t e d t h a t are not yet completed, and the s o l i d dot 

near the center of the p l a t i s t h i s subject w e l l f o r t h i s 

case. 

The w e l l s h i g h l i g h t e d i n green are those operated 

by Texakoma O i l and Gas. 

Q. As you said, the outcrop of the F r u i t l a n d Coal i s 

what, j u s t immediately t o the west of the proposed w e l l , i s 

i t not? 

A. Yes. On E x h i b i t 3, near the center, there's a 

canyon t h a t comes i n from the northwest t h a t ' s i d e n t i f i e d 

as Coalbank Canyon. I t got i t s name because i t cuts 

through the coal outcrops i n the F r u i t l a n d f o r m a t i o n , j u s t 

t o the west of t h i s map. 

Q. Now, i n looking a t E x h i b i t 5, as you s a i d , t h i s 

w e l l and then the w e l l immediately t o the n o r t h , which i s a 

Texakoma w e l l , would be the westernmost F r u i t l a n d Coal 

w e l l s i n t h i s area; i s t h a t correct? 

A. That's t r u e . 

Q. And there r e a l l y i s n ' t anything t o the south 

e i t h e r , i s there? 

A. There are some w e l l s f u r t h e r south i n Range 14 

West, down i n Township 30 North, there are some w e l l s i n 

Range 14 West. But t h a t ' s due t o the c i r c u l a r appearance 
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of the San Juan Basin. And apparently, the geology i s such 

t h a t the coals d i d not form w e l l i n the southwest quadrant 

of Township 31 North, Range 13 West. 

Q. Okay. Before we move on t o the next e x h i b i t , 

could you r e f e r t o E x h i b i t 1? And the Hearing Examiner d i d 

note t h a t SWD w e l l i n the northwest quarter of 18. Could 

you i d e n t i f y what t h a t w e l l i s and what the plans are f o r 

t h a t well? 

A. That w e l l was d r i l l e d by Compass E x p l o r a t i o n 

Company. I t was plugged and abandoned i n the Dakota and 

Gallup formations i n 1959. 

Texakoma has acquired t h a t w e l l t o use as a 

s a l t w a t e r disposal w e l l t o dispose i n t o the Mesaverde 

formation. The intended disposal w i l l be the water from 

these F r u i t l a n d Coal w e l l s shown on E x h i b i t 5. I t would be 

the waters produced from those w e l l s . 

Q. Okay. I s the La Plata 7-1 c u r r e n t l y producing? 

A. I t ' s not yet connected t o the p i p e l i n e , because 

we have not had a p i p e l i n e r i g h t of way assigned by the 

Bureau of Land Management. 

Our p i p e l i n e r i g h t of way would connect t h a t w e l l 

w i t h the La Plata 8 Number 2 i n the southwest q u a r t e r of 

Section 8, but due t o some new p o l i c i e s of the Bureau of 

Land Management about not approving anything w i t h i n the — 

or more distance than 300 f e e t from an e x i s t i n g p i p e l i n e , 
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causes them t o drag t h e i r f e e t about making the assignment 

of the p i p e l i n e r i g h t of way. 

Q. Okay. I n your opinion, i s t h i s a h i g h - r i s k well? 

A. Yes, t h i s i s a very h i g h - r i s k w e l l . 

Q. And i n your opinion, should the maximum penalty 

be assessed against any i n t e r e s t owner who i s nonconsent i n 

t h i s well? 

A. Yes. 

Q. Mr. Kendrick, what i s E x h i b i t 6? 

A. I don't have E x h i b i t 6. 

EXAMINER STOGNER: I have E x h i b i t 6, Mr. Jim 

Bruce. 

MR. BRUCE: I knew I ' d f o r g o t t e n something. 

THE WITNESS: E x h i b i t 6 i s an AFE. 

Q. (By Mr. Bruce) I t ' s Texakoma's AFE f o r the 

proposed w e l l , i s n ' t i t ? 

A. I t ' s f o r t h i s proposed w e l l , yes, s i r . 

Q. Okay. What i s the proposed completed w e l l cost? 

A. Completed w e l l cost i s about $223,000. 

Q. Okay. I s the cost of the proposed w e l l i n l i n e 

w i t h the cost of 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. And what i s your recommendation f o r the amounts 

which Texakoma should be paid f o r su p e r v i s i o n and 
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a d m i n i s t r a t i v e expenses? 

A. I t h i n k $4000 a month would be s u f f i c i e n t f o r 

t h e i r management during d r i l l i n g and completion. 

Q. Okay, and what about f o r a producing w e l l ? What 

are they recommending? 

A. $400 a month f o r a producible w e l l . 

Q. Are these amounts equivalent t o those charged by 

Texakoma and other operators i n t h i s area f o r these 

F r u i t l a n d Coal wells? 

A. Yes, s i r . 

Q. And should the overhead r a t e s be adjusted 

according t o the COPAS accounting procedure? 

A. Oh, yes, s i r . 

Q. Were E x h i b i t s 3 through 6 prepared by you or 

under your supervision or compiled from company business 

records? 

A. Yes. 

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

Texakoma 1s 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 prevention of waste? 

A. Yes, s i r . 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of Texakoma E x h i b i t s 3 through 6. 

EXAMINER STOGNER: E x h i b i t s 3 through 6 w i l l be 

admitted i n t o evidence. 
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EXAMINATION 

BY EXAMINER STOGNER: 

Q. You had mentioned i n your testimony about the 

BLM1s — Let me rephrase t h a t . You had commented about the 

BLM1s ri g h t - o f - w a y p r a c t i c e s i n t h i s area. Now, t h i s i s on 

fee acreage, your w e l l i n Section 7 and the proposed w e l l 

i n 18. I s i t the surrounding acreage t h a t i s the BLM f o r 

the p i p e l i n e t o come i n t o t h i s area, or a t l e a s t the 

prod u c t i o n p i p e l i n e s , t o t i e i n t o the main l i n e ? 

A. The production p i p e l i n e and the water p i p e l i n e 

would cross the n o r t h h a l f of the southwest q u a r t e r of 

Section 18, which BLM property. I t would enter i n t o the 

northeast of the southeast of Section 7, which i s BLM 

prope r t y , and the l o c a t i o n of the dryhole i n the northwest 

of Section 18 i s on BLM property. But t h e i r p o l i c y i s 

nondevelopment of anything f u r t h e r than 3 00 f e e t from an 

e x i s t i n g p i p e l i n e , except under r a r e circumstances, and 

t h i s gives them great need t o drag t h e i r f e e t . 

This A p p l i c a t i o n f o r the p i p e l i n e has been i n 

since about March, so i t ' s not anything new. I t a r r i v e d — 

I was t o l d t h a t we were lucky i n t h a t i t a r r i v e d the day 

before they made t h e i r decision f o r t h i s new p o l i c y , so 

they're t e l l i n g me t h a t t h a t ' s not the reason they're 

dragging t h e i r f e e t . But a l l the paperwork i s i n , and 

the r e are no r e s u l t s . 
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Q. On your E x h i b i t Number 5, i s t h i s showing a l l of 

the F r u i t l a n d Coal w e l l s , or i s there not any coal gas 

product i o n t o the west, over on the Ute Mountain 

Reservation. 

A. There i s no production over there because the 

coal i s not e x i s t e n t over there. I t outcrops about the 

township l i n e , or j u s t west of the township l i n e . And so 

there's no coal i n t h a t p r o x i m i t y . 

Q. Which brings me back t o E x h i b i t Number 3. You 

had mentioned, and I have the Coalbank Canyon here, and I 

see the Coal Haul Road t h a t extends from the northeast down 

t o the southwest through here. 

A. Yes, s i r . 

Q. Where on t h i s map i s the outcrop of the coal? 

Can t h a t be determined? 

A. No, i t ' s o f f of the — 

MR. BRUCE: Mr. Examiner, i f I could — I dug 

t h i s up out of our l a s t hearing, Mr. Examiner. I t ' s a 

product i o n map. I can have Mr. Kendrick go through i t , but 

i t does give an o u t l i n e . 

Mr. Kendrick, I've handed you what we've marked 

E x h i b i t 5A, which i s a production map of the area. Could 

you j u s t b r i e f l y describe i t , and the l o c a t i o n of the 

F r u i t l a n d outcrop. 

THE WITNESS: The outcrop of the F r u i t l a n d Coal 
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shown on t h i s p l a t from Texakoma's f i l e s was prepared by 

them, but i t i s p r e t t y much i n l i n e w i t h some work we d i d 

i n the p r e p a r a t i o n f o r the w e l l i n the southeast q u a r t e r of 

Section 7, which i s j u s t n o r t h of the subject w e l l here 

today. But the coal does not outcrop — The s u b s t a n t i a l or 

the b e t t e r q u a l i t y of coal does not outcrop i n the area 

shown on my E x h i b i t 3. I t ' s j u s t west of t h i s e x h i b i t . 

But the d i p i n t h a t p r o x i m i t y i s between 2 0 and 60 degrees, 

so the formations are very steep i n t h a t p r o x i m i t y . 

And i n Section 5 of Township 31 North, Range 13 

West, near the center of E x h i b i t 3, there's a canyon i n 

t h e r e t h a t comes i n from the n o r t h and i n t e r s e c t s Coalbank 

Canyon about where the word "Canyon" i s p r i n t e d on the map. 

Between the word "Canyon" and the center of Section 5, 

t h e r e i s a l o w - q u a l i t y coal outcrop i n t h a t drainage, but 

t h a t ' s not what we would consider the F r u i t l a n d Coal 

formation. I t would be — The F r u i t l a n d Coal f o r m a t i o n i s 

deeper than t h a t and would outcrop j u s t o f f t h i s map t o the 

west. 

Q. (By Examiner Stogner) Okay. What's the 

approximate depth of the coal i n t h i s well? 

A. The approximate depth of the coal here w i l l be 

about 1600 f e e t . But w i t h the outcrop being so close, 

there's a l o t of water p e n e t r a t i o n down i n t o the coal 

f o r m a t i o n , you know, being so shallow and the outcrop i s so 
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close t h a t the p e r c o l a t i o n of water i n t o the for m a t i o n i s 

easy. 

Q. Do you have other disposal w e l l s f o r the 

Texakoma-operated w e l l s , other than t h a t 7 out here t h a t ' s 

not shown on the map? 

A. The 7 i s designed as a producible w e l l . We 

in t e n d t o dispose the coal i n the abandoned w e l l i n the 

northwest quarter of Section 18. But since we have not 

been able t o get a gas connection t o the w e l l i n Section 7, 

t h a t l i n e would be l a i d i n the same r i g h t of way w i t h the 

water d i s p o s a l l i n e t h a t would go down i n t o Section 18, t o 

the SWD w e l l . 

Q. So there's none of these w e l l s i n E x h i b i t Number 

5 t h a t you show as Texakoma-operated w e l l s t h a t are 

c u r r e n t l y producing because of t h a t delay? 

A. No, s i r , they are a l l producing. But the w e l l i n 

Section 7 makes so much water t h a t i t ' s too expensive t o 

t r u c k the water from the wellbore, so i t hasn't been 

p r o p e r l y completed, dewatered s u f f i c i e n t l y t o have i t 

cleaned up enough f o r a gas t e s t . 

And a t t h i s p o i n t I can't assure you t h a t i t w i l l 

be dewatered enough t o give a good gas t e s t . 

EXAMINER STOGNER: I have no other questions of 

t h i s witness. 

Should we accept E x h i b i t Number 5A as evidence? 
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MR. BRUCE: I move i t be admitted. I t was also 

admitted i n the p r i o r case, on the east h a l f of Section 7. 

EX7AMINER STOGNER: I ' l l t e l l you what, f o r the 

record l e t ' s go ahead and accept E x h i b i t Number 5A as 

evidence i n t o t h i s case. 

I s there anything f u r t h e r i n Case Number 12,492? 

MR. BRUCE: No, s i r . 

EXAMINER STOGNER: Then t h i s matter w i l l be taken 

under advisement. 

Thank you, gentlemen. 

(Thereupon, these proceedings were concluded a t 

9:20 a.m.) 
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