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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 TEXAKOMA OIL AND GAS 
CORPORATION FOR COMPULSORY POOLING AND 
A NONSTANDARD GAS SPACING AND PRORATION 
UNIT, SAN JUAN COUNTY, NEW MEXICO 

CASE NO. 1 2 , 7 4 1 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID K. BROOKS, Hearing Examiner 

October 18th, 2001 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID K. BROOKS, Hearing 

Examiner, on Thursday, October 18th, 2001, 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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WHEREUPON, the f o l l o w i n g proceedings were had a t 

10:40 a.m.: 

EXAMINER BROOKS: At t h i s time we w i l l c a l l Case 

Number 12,741, A p p l i c a t i o n of Texakoma O i l and Gas f o r 

compulsory p o o l i n g and a nonstandard gas spacing and 

p r o r a t i o n u n i t , San Juan 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 A p p l i c a n t . I have two witnesses t o be 

sworn. 

EXAMINER BROOKS: Any other appearances? 

You may swear the witnesses. W i l l the witnesses 

please s t a t e t h e i r names f o r the record? 

MR. RICHARDSON: John Michael Richardson. 

MR. KENDRICK: A.R. Kendrick. 

EXAMINER BROOKS: Okay. 

(Thereupon, the witnesses were sworn.) 

EXAMINER BROOKS: You may proceed. 

JOHN MICHAEL RICHARDSON, 

the witness h e r e i n , a f t e r having been f i r s t d u l y 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 f u l l name and c i t y of 

residence f o r the record? 
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A. John Michael Richardson, Stanley, New Mexico. 

Q. What i s your occupation? 

A. I'm a petroleum landman. 

Q. What i s your r e l a t i o n s h i p t o the A p p l i c a n t i n 

t h i s matter? 

A. I'm a c o n t r a c t landman f o r Texakoma O i l and Gas 

Corporation. 

Q. Have you p r 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. Yes, 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, 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, I am. 

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

as an expert petroleum landman. 

EXAMINER BROOKS: He i s so q u a l i f i e d . 

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

Texakoma 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 

min e r a l i n t e r e s t s i n the south h a l f of Section 18 of 

Township 31 North, Range 13 West, as t o the B a s i n - F r u i t l a n d 

Coal Gas Pool. 

STEVEN T. BRENNER, CCR 
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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 . The south h a l f of 

Section 18 i s comprised of l o t s 8, 9 and 10, the northeast 

of t he southwest and the southeast q u a r t e r c o n t a i n i n g 

262.77 acres, and we ask f o r approval of the nonstandard 

u n i t due t o the v a r i a t i o n of the governmental survey. 

Q. And j u s t f o r the Examiner's i n f o r m a t i o n , on what 

you have l i s t e d or what i s l i s t e d as USA Lease NM-86494, 

those t h r e e governmental s u b d i v i s i o n s are i r r e g u l a r i n 

s i z e , are they not? 

A. Yes, they are. 

Q. Just due t o the governmental survey? 

A. Correct. 

Q. Okay, which i s the reason f o r the nonstandard 

u n i t . 

What i s the w e l l ' s l o c a t i o n ? 

A. The w e l l i s i n an unorthodox l o c a t i o n a t 1568 

f e e t from the south l i n e and 1640 f e e t from t h e east l i n e 

of Section 18. 

Q. Okay, and has Texakoma a p p l i e d f o r a d m i n i s t r a t i v e 

approval of t h i s l o c a t i o n ? 

A. Yes, they have, and our next witness has prepared 

t h a t A p p l i c a t i o n . 

Q. Now, what i n t e r e s t s does Texakoma seek t o pool i n 

t h i s case? 

STEVEN T. BRENNER, CCR 
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A. The northeast quarter of the southwest q u a r t e r 

and the northwest quarter of the southeast q u a r t e r of 

Section 18 i s a fee t r a c t i n which t h e r e are a number of 

un l o c a t a b l e mineral i n t e r e s t owners, and we seek t o pool 

the u n l o c a t a b l e i n t e r e s t s . 

Q. Who do you seek t o pool? And I r e f e r you t o 

E x h i b i t 2. 

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

t o p o o l , together 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. Now, are these i n t e r e s t s unleased i n t e r e s t s ? 

A. Yes. 

Q. Why are these people d i f f i c u l t t o locate? 

A. This land was patented t o Mr. James McGuinn i n 

1915. He died s h o r t l y t h e r e a f t e r i n 1919 w i t h o u t any 

s u r v i v i n g parents, brothers or s i s t e r s . One b r o t h e r d i e d 

unmarried and was c h i l d l e s s , but he had f o u r other s i b l i n g s 

t h a t had a combined t o t a l of 22 c h i l d r e n , and these are the 

people t h a t i n h e r i t e d a l l of the land. 

Q. Did these nephews and nieces of James McGuinn 

r e s i d e i n San Juan County? 

A. No, p r i m a r i l y they were out of s t a t e i n 

Minnesota, Michigan and New York, and only these nephews 

and nieces are a l i v e now. 

Q. Only one of them? 

STEVEN T. BRENNER, CCR 
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A. Only one, excuse me. 

Q. Okay. So now you're t a l k i n g grandnephews and 

great-grandnephews and everybody else? 

A. Correct. 

Q. Okay. And some of them even r e s i d e out of the 

country now, do they not? 

A. That i s c o r r e c t , i n Canada and I t a l y . 

Q. Okay. Now, when these 22 nephews and nieces, or 

21 of them now, nephews and nieces died, d i d they have New 

Mexico probates conducted on t h e i r estates? 

A. No, they d i d not. And i n f a c t , very few of them 

had probates conducted i n t h e i r home s t a t e s . 

Q. Are there any deeds recorded w i t h the County 

Clerk of San Juan County a f f e c t i n g these i n t e r e s t s ? 

A. Only a few. 

Q. So what you've had t o do i s r e c o n s t r u c t ownership 

f o r — w e l l , i t ' s going on 82 years now, w i t h v i r t u a l l y no 

instruments recorded w i t h the County Clerk? 

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

Q. What sources d i d you examine i n order t o 

determine the ownership and the addresses f o r these 

i n t e r e s t owners? 

A. F i r s t 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, New 

Mexico, and then we d i d an I n t e r n e t search. We used the 
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S o c i a l S e c u r i t y Index, Death Index and a few of the l o c a t o r 

d i r e c t o r i e s t h a t are found on the I n t e r n e t , anyhoo.com or 

versephone.com, infospace.com, whowhere.com, 

peopleyahoo.com and rootsweb.com are some of t h e ones t h a t 

I remember we d i d e x t e n s i v e l y . I n a d d i t i o n t o t h a t we 

looked a t the f a m i l y h i s t o r y of the Mormon Church i n S a l t 

Lake C i t y , Utah, on the l i n e and got what i n f o r m a t i o n we 

could from t h e r e . 

Q. Did you — Of the f a m i l y members you were able t o 

co n t a c t , were you able t o get some f a m i l y h i s t o r y out of 

them? 

A. Yes, we were. Some of them were very 

knowledgeable, some of them d i d n ' t know much a t a l l . And 

i n a l o t of instances i t was c o n f l i c t i n g i n f o r m a t i o n . 

Q. Okay. Are th e r e any other sources you checked? 

A. Yes, J e r r y McHugh, J r . had t i t l e t o t h i s land 

examined d u r i n g the l a s t 10 or 15 years, and he purchased 

leases on these i n t e r e s t s . Texakoma has acquired t h a t 

leasehold. I n a d d i t i o n , Merrion O i l and Gas Corporation 

a l s o had t i t l e examined t o t h i s land and acquired some 

i n t e r e s t . Texaco has also acquired the Merrions 1 i n t e r e s t 

i n land records i n t h i s leasehold. For the most p a r t , 

those records are d u p l i c a t e of ours. 

Q. So what you've had i s , a t t h i s p o i n t , t h r e e or 

f o u r companies over the l a s t 10 t o 15 years l o o k i n g a t 
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t i t l e t o these t r a c t s , and i t ' s s t i l l p r e t t y messed up? 

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

Q. And you have had access t o the McHugh and t h e 

Merrion land records as w e l l as your own? 

A. Yes, we have. 

Q. Okay. Obviously we're not f o r c e p o o l i n g 

everybody here. Are there some l o c a t a b l e i n t e r e s t s ? 

A. There are, and we have those under lease, but we 

do not wish t o f o r c e pool those i n t e r e s t s , j u s t t h e ones — 

the m i neral i n t e r e s t owners t h a t we cannot l o c a t e . 

Q. Okay, so a number of — even a t t h i s p o i n t , t i t l e 

i s very questionable on some i n t e r e s t s ? 

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

Q. But you've taken leases from a number of people, 

and anybody t h a t you've taken a lease from, you don't 

d e s i r e t o pool? 

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

Q. Okay. Now, of these people l i s t e d on E x h i b i t 2, 

d i d you m a i l o f f e r s or w e l l proposals t o the people on 

E x h i b i t 2 f o r t h i s p a r t i c u l a r w e ll? 

A. No, we d i d not. Texakoma has f o r c e pooled these 

same people i n the east h a l f of Section 7 and the n o r t h 

h a l f of Section 18 i n Township 31 North, 13 West. I n those 

cases we d i d send o f f e r s t o the people f o r whom we had 

addresses. However, these addresses are probably 40 years 

STEVEN T. BRENNER, CCR 
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o l d i n some cases, and we never received any response. 

Therefore i n t h i s case we have not sent any l e t t e r s , since 

t h e addresses were of no value t o us. 

Q. I n your opinion, has Texakoma made a g o o d - f a i t h 

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

northeast q u a r t e r , southwest quarter and the northwest 

q u a r t e r , southeast quarter of Section 18? 

A. Yes, we have. We've spent approximately t h r e e t o 

f i v e weeks searching f o r these people, and i t ' s p r e t t y much 

come t o a dead end. 

Q. Okay. Other than these unlocatable i n t e r e s t s , i s 

Texakoma the only other working i n t e r e s t owner i n the 

proposed w e l l ? 

A. Yes. Lots 8, 9 and 10 of Section 18 are s u b j e c t 

t o f e d e r a l lease NM-86494, and the east h a l f of the 

southeast and the southwest of the southeast i s s u b j e c t t o 

f e d e r a l lease NM-10171, and both t r a c t s are owned 100 

percent by Texakoma as t o the F r u i t l a n d Coal f o r m a t i o n . 

Q. Does Texakoma request t h a t i t be designated 

operator? 

A. Yes, i t does. 

Q. What i s E x h i b i t 3? 

A. E x h i b i t 3 i s an AFE f o r the w e l l . I t i s a 

proposed 2 000-foot F r u i t l a n d t e s t w i t h an estimated dryhole 

cost of $84,680 and a completed w e l l cost of $364,900. 

STEVEN T. BRENNER, CCR 
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Q. And because of the water produced i n these w e l l s 

t h e r e has t o be a f a i r amount of surface equipment, does 

t h e r e not? 

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

Q. And are these costs i n l i n e w i t h the costs 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, Texakoma has d r i l l e d e i g h t t o t e n w e l l s i n 

t h i s immediate area, and those costs are i n l i n e w i t h the 

cost of those w e l l s , those other w e l l s . 

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

which Texakoma should be paid f o r s u p e r v i s i o n and 

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

A. Yes, we request t h a t $5000 a month be allowed f o r 

a d r i l l i n g w e l l and $500 a month be allowed f o r a producing 

w e l l . 

Q. Are these amounts equ i v a l e n t t o those normally 

charged by Texakoma and other operators i n t h i s p a r t of the 

state? 

A. Yes, they are. These costs are somewhat h i g h 

because of the amount of water which these w e l l s produce, 

but these r a t e s are equivalent t o r a t e s charged by 

B u r l i n g t o n and other operators i n the area. 

Q. Does Texakoma request t h a t the overhead r a t e s be 

adjusted p e r i o d i c a l l y as provided i n the COPAS accounting 

STEVEN T. BRENNER, CCR 
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procedure? 

A. Yes, they do. 

Q. I n your op i n i o n , 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, i t i s . 

Q. And were E x h i b i t s 1 through 3 compiled from 

company business records? 

A. Yes, they were. 

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

of Texakoma E x h i b i t s 1 though 3. 

EXAMINER BROOKS: Texakoma E x h i b i t s 1 through 3 

w i l l be admitted. 

MR. BRUCE: I have no f u r t h e r questions a t t h i s 

t ime, Mr. Examiner. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Okay, l e t me review t h i s and be sure I've copied 

t h i s down c o r r e c t l y . 

The area t o be pooled i s the south h a l f of 

Section 18 as t o the base of the F r u i t l a n d Coal only? 

A. Yes, s i r . 

Q. And the acreage of t h a t south h a l f of the s e c t i o n 

i s 262.77; i s t h a t correct? 

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

STEVEN T. BRENNER, CCR 
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Q. Now, the l o c a t i o n I got down i s 1568 f e e t from 

the south l i n e and 1640 f e e t from the east l i n e ; 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 you said t h i s i s a nonstandard l o c a t i o n , and 

you have an a d m i n i s t r a t i v e a p p l i c a t i o n pending? 

A. Yes, s i r , we do. Mr. A l Kendrick w i l l address 

t h a t . 

Q. Okay, very good. Texakoma i s the owner of the 

f e d e r a l leases shown on t h i s map, NM-86494 and NM-10171, as 

f a r as r e l a t e s t o t h i s land? 

A. Yes, s i r , as t o the operating r i g h t s of the 

F r u i t l a n d Coal formation. 

Q. Okay. And Texakoma also owns i n t e r e s t s — 

undivided i n t e r e s t s , working i n t e r e s t , i n the McGuinn 

t r a c t ? 

A. Yes, s i r , they do. 

Q. And Texakoma seeks t o be appointed or named t o be 

operator of t h i s u n i t ? 

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

EXAMINER BROOKS: I b e l i e v e t h a t covers a l l my 

questions. 

MR. BRUCE: Okay, I have nothing f u r t h e r of t h i s 

witness. 

EXAMINER BROOKS: Very good, the witness may 

STEVEN T. BRENNER, CCR 
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stand down. 

A.R. KENDRICK. 

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 t h e record? 

A. A.R. Kendrick. 

Q. Where do you reside? 

A. Aztec, New Mexico. 

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

Corporation i n t h i s matter? 

A. I'm a petroleum consultant f o r Texakoma. 

Q. By education and t r a i n i n g are you an engineer? 

A. Yes, s i r . 

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 

D i v i s i o n ? 

A. Yes. 

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

record? 

A. They were. 

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

the d r i l l i n g of the proposed well? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d ask i f Mr. 

STEVEN T. BRENNER, CCR 
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Kendrick's q u a l i f i c a t i o n s are acceptable? 

EXAMINER BROOKS: He i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Before we move on t o anything 

e l s e , Mr. Kendrick, regarding the unorthodox l o c a t i o n , t h i s 

l o c a t i o n i s unorthodox because i t ' s i n the , quote, unquote, 

wrong qu a r t e r s e c t i o n ; i s t h a t c o r r e c t ? 

A. I t ' s an o f f - p a t t e r n w e l l , yes. 

Q. And you d i d apply f o r a d m i n i s t r a t i v e approval of 

t h a t l o c a t i o n ? 

A. I d i d , and I received the approved order 

yesterday, NSL Number 4 651. 

Q. Let's move on t o your e x h i b i t s . Could you 

i d e n t i f y E x h i b i t 3 f o r the Examiner and t e l l him a l i t t l e 

b i t about the w e l l ' s l o c a t i o n and why i t needed t o be th e r e 

and — 

A. Excuse me, E x h i b i t 4? 

Q. E x h i b i t 4, excuse me. 

A. E x h i b i t 4 i s a topographic map, and on the west 

side of the map there are areas of the topography 

h i g h l i g h t e d i n yellow showing r i d g e l i n e s of the competent 

beds, sandstone beds, t h a t remain, and those were caused by 

the subsidence of the San Juan Basin and/or the u p l i f t of 

the Barker Dome u p l i f t . 

The F r u i t l a n d formation outcrops i n t h e northwest 

corner of t h i s p l a t , and we're attempting t o produce from 
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the F r u i t l a n d f ormation, so we want t o stay as f a r away 

from the outcrop as p o s s i b l e , t o have a b e t t e r chance f o r 

making a commercial w e l l . 

The La Plata 18 Number 2 w e l l i s l o c a t e d down i n 

the southwest corner of t h i s p l a t , and t h a t ' s why we wanted 

t o set i t i n t h a t — as f a r south and east as p o s s i b l e , t o 

get away from the outcrop of the formation. 

Q. Okay. Now, could you move on t o your E x h i b i t 5, 

i d e n t i f y t h a t f o r the Examiner and discuss f o r the Examiner 

the r i s k i n v o l v e d i n d r i l l i n g t h i s w e ll? 

A. The r i s k i s because i t ' s next t o the outcrop, and 

t h i s e x h i b i t i s a generic township p l a t of Township 31 

North, Range 13 West. That i s , assuming a l l t h e sections 

are square. I t shows the average monthly p r o d u c t i o n and 

the cumulative production from a l l of the F r u i t l a n d Coal 

w e l l s completed i n t h i s township, and y o u ' l l n o t i c e t h a t 

the La P l a t a 18 Number 2 w e l l i s a stepout from the w e l l s 

t o the northeast t h a t have developed i n t h a t d i r e c t i o n , and 

t o the southeast there are no w e l l s w i t h i n two miles of 

t h i s l o c a t i o n , so i t ' s e s s e n t i a l l y an edge w e l l . 

Q. Do these w e l l s on the western edge of your map 

produce a f a i r amount of water? 

A. I t h i n k a l l these w e l l s produce a s u b s t a n t i a l 

amount of water. Texakoma operates a water d i s p o s a l w e l l 

i n t h e southwest quarter of Section 18, about 1500 f e e t t o 
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the west of t h i s l o c a t i o n , and t h a t water i s i n j e c t e d i n t o 

the Mesaverde formation. 

Q. Do you have any idea on the d a i l y r a t e s of water 

p r o d u c t i o n from these wells? 

A. I d i d not research the water r a t e s , but the water 

r a t e s are high. 

Q. Okay. And as you sai d , there's r e a l l y no 

F r u i t l a n d Coal w e l l s t o the east or south of your proposed 

we l l ? 

A. Not w i t h i n a couple of miles. They're a l l shown 

on t h i s E x h i b i t 5. 

Q. Okay. Based on t h a t and the nearness t o the coal 

outcrops, do you b e l i e v e , i n your o p i n i o n , should the 

maximum pen a l t y f o r coal gas w e l l s , which i s 156 percent, %/ 

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

i n t h i s w e ll? 

A. Yes. 

Q. And were E x h i b i t s 4 and 5 prepared by you or 

under your supervision? 

A. Yes, s i r . 

Q. I n your o p i n i o n , i s the g r a n t i n g of Texakoma'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 

p r e v e n t i o n of waste? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I tender the admission 
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of Texakoma E x h i b i t s 4 and 5. 

EXAMINER BROOKS: E x h i b i t s 4 and 5 w i l l be 

admitted. 

EXAMINER BROOKS: Very good, I have no questions. 

MR. BRUCE: That's a l l I have i n t h i s matter, Mr. 

Examiner. 

EXAMINER BROOKS: Thank you. I f there's n o t h i n g 

f u r t h e r , Case Number 12,741 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

11:10 a.m.) 

Odd*, M ? 
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