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

8:55 a.m.: 

EXAMINER BROOKS: Case Number 12,835, A p p l i c a t i o n 

of Richardson Production Company 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. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n 

appearing on behalf of the Applic a n t . I have two witnesses 

t h a t are already sworn. I would l i k e them t o continue 

under oath and are q u a l i f i e d i n t h i s case. 

EXAMINER BROOKS: The witnesses are s t i l l under 

oath. 

REBECCA E. VAN BLARICOM, 

the witness h e r e i n , having been p r e v i o u s l y duly sworn upon 

her 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. KELLAHIN: 

Q. Ms. Van Blaricom — 

A. Yes. 

Q. — have you continued t o work on t h i s case as you 

d i d on the other case? 

A. Yes, I have. 

Q. And as p a r t of your r e s p o n s i b i l i t i e s and d u t i e s 

as land manager f o r Richardson, have you s a t i s f i e d y o u r s e l f 

about the ownership involved i n t h i s case? 

STEVEN T. BRENNER, CCR 
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A. Yes, I have. 

Q. And has i t been your r e s p o n s i b i l i t y t o contact 

those i n d i v i d u a l s ? 

A. I t has been my r e s p o n s i b i l i t y . 

Q. Let's t u r n t o E x h i b i t Number 1. I d e n t i f y f o r us 

what you're showing on E x h i b i t 1. 

A. E x h i b i t 1 i s a p l a t of the proposed P i c t u r e d 

C l i f f formation spacing u n i t , which i s i n the northeast 

q u a r t e r of Section 20, 29 North, 13 West, f o r the Eaton 

White Number 2 w e l l . 

Q. As i n the l a s t case, are the p a r t i e s t h a t you're 

attempting t o pool confined t o the northeast quarter? 

A. Yes, a l l p a r t i e s we're attempting t o pool are 

confined t o the northeast quarter. 

Q. And i n t h i s instance, the w e l l w i l l — the 

Pi c t u r e d C l i f f w e l l , i n f a c t , w i l l be i n t h i s 160 acres? 

A. Yes, i t w i l l . 

Q. As opposed t o the l a s t case where i t was i n the 

opposite 160? 

A. Yes. 

Q. The w e l l spot f o r the Eaton Number — the White 

Number 2 w e l l i s shown on t h i s display? 

A. Yes, i t i s . 

Q. What i s the s i g n i f i c a n c e of the i d e n t i f i c a t i o n of 

Tracts 1, 2 and 3? 

STEVEN T. BRENNER, CCR 
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A. 1/2 and 3 denote the unleased mineral i n t e r e s t , 

and Tract 4 i s what i s 100-percent Richardson. 

Q. Can you show us a t a b u l a t i o n of the i n t e r e s t 

owners? 

A. Yes, behind E x h i b i t 1, the second page, l i s t s the 

t r a c t s . And then once again, below i s a summary of the 

percentages i n the 160 acres f o r the P i c t u r e d C l i f f s . 

Q. When we look a t the top p o r t i o n of the d i s p l a y i n 

Tract 1, there are c e r t a i n p a r t i e s t o be pooled t h a t have 

an i n t e r e s t i n Tract 1? 

A. Yes, there are. 

Q. And then i n Tracts 2 and 3 you picked up 

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

A. Yes, I do. 

Q. And then Richardson owns 100 percent of Tract 4? 

A. Yes, c o r r e c t . 

Q. I s Tract 4 also extending i n t o the northwest 

q u a r t e r of the section? 

A. Yes, i t w i l l . I t w i l l extend f o r the F r u i t l a n d 

Coal formation. 

Q. Okay. So when we look a t the t a b u l a t i o n of 

i n t e r e s t owners f o r the northeast q u a r t e r , you have them 

shown on t h i s d i s p l a y , and there are fou r d i f f e r e n t e i t h e r 

i n d i v i d u a l s or e n t i t i e s ? 

A. Yes, there are. 

STEVEN T. BRENNER, CCR 
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Q. When we look a t the d i s p l a y f o r E x h i b i t 2 — 

A. Yes. 

Q. — i t shows the spreadsheet f o r the coal gas. I f 

we t u r n t o the second page, we're seeing the same p a r t i e s ? 

A. The same p a r t i e s . Their i n t e r e s t w i l l j u s t be 50 

percent of what i t i s i n the Pi c t u r e d C l i f f . 

Q. And t h a t ' s the only d i f f e r e n c e we're seeing, i s , 

you've apportioned the i n t e r e s t t o a 3 2 0? 

A. That's the only d i f f e r e n c e . 

Q. Okay. Let's t u r n t o E x h i b i t Number 3. What does 

E x h i b i t 3 represent? 

A. I t ' s a b r i e f summary of my e f f o r t s t o — through 

m a i l , telephone conversations, t o discuss the prospect of 

l e a s i n g , p a r t i c i p a t i n g or s e l l i n g the minerals t o the fo u r 

p a r t i e s i n question. 

Q. At what p o i n t i n the process d i d you send them a 

w e l l proposal l e t t e r along w i t h a proposed overhead — I 

mean an AFE? 

A. On January 29th, 2002, I sent out my f i r s t l e t t e r 

proposing the w e l l . 

Q. As of today, have you been able t o c o n s o l i d a t e 

any of these f o u r i n d i v i d u a l s or e n t i t i e s i n t o your well? 

A. No, I have not. 

Q. Have you t a l k e d t o any of them? 

A. I have t a l k e d t o Dr. H a l l — No, t h i s time I 

STEVEN T. BRENNER, CCR 
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d i d n ' t c a l l the bank, because Dr. H a l l informed me t h a t h i s 

s i s t e r owns the t r u s t and whatever he does, she does. So I 

d i d not c a l l the bank t h i s time. 

Q. And at t h i s p o i n t you've not been able t o 

persuade him t o execute a lease w i t h you? 

A. No, we have not. 

Q. A l l r i g h t , t u r n t o E x h i b i t 4 w i t h me. I d e n t i f y 

what's contained i n t h i s package of documents. 

A. E x h i b i t 4 would be a l l my correspondence w i t h the 

four p a r t i e s . 

Q. The AFE t h a t you sent t o these people — 

A. Yes. 

Q. — do you have i t separately marked as E x h i b i t 

Number 5? 

A. Yes, I do. 

Q. And was t h i s prepared i n the normal course of 

Richardson's business i n preparing AFEs? 

A. Yes, i t was. 

Q. A l l r i g h t . At t h i s p o i n t , do you b e l i e v e you've 

exhausted a l l reasonable e f f o r t s t o get these remaining 

p a r t i e s t o p a r t i c i p a t e i n the well? 

A. Yes, I have. 

Q. I s there anything else you can t h i n k of doing, 

s h o r t of compulsory pooling? 

A. Not at t h i s time. 

STEVEN T. BRENNER, CCR 
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Q. Do you have a recommendation t o the Examiner f o r 

overhead r a t e s — 

A. Yes. 

Q. — t o apply i n the p o o l i n g A p p l i c a t i o n ? 

A. Once again, i t would be $5000 f o r d r i l l i n g and 

$500 f o r operations. 

Q. And t h a t ' s consistent w i t h Richardson's r a t e s f o r 

dual completed w e l l s i n the P i c t u r e d C l i f f and the 

Fr u i t l a n d ? 

A. Yes, i t i s . 

Q. Would you t u r n your a t t e n t i o n t o E x h i b i t 9 f o r 

me? I t ' s behind the geologic d i s p l a y s . Have you s a t i s f i e d 

y o u r s e l f t h a t the c e r t i f i c a t e i s accurate i n s o f a r as we've 

i d e n t i f i e d the p a r t i e s t o be pooled and have the best known 

addresses? 

A. Yes, i t i s . 

MR. KELLAHIN: Okay. Mr. Examiner, t h a t 

concludes my examination of t h i s witness. 

We move the i n t r o d u c t i o n of her E x h i b i t s 1 

through 5, plus E x h i b i t 9 

EXAMINER BROOKS: Okay, E x h i b i t s 1 through 5 and 

E x h i b i t 9 w i l l be admitted. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Once again, are you asking the D i v i s i o n t o 

STEVEN T. BRENNER, CCR 
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appoint Richardson Operating Company as the operator of 

t h i s well? 

A. Yes, we are. 

Q. Because t h i s w e l l i s located i n the t r a c t , or the 

quar t e r s e c t i o n w i t h d i v i d e d ownership, t h i s p o o l i n g 

A p p l i c a t i o n w i l l extend from the surface t o the base of the 

P i c t u r e d C l i f f s ; i s t h a t correct? 

A. This time, yes, i t ' s c o r r e c t . 

MR. KELLAHIN: Our i n f o r m a t i o n i s , i t ' s the West 

Kutz-Pictured C l i f f . 

Q. (By Examiner Brooks) West — how i s t h a t 

spelled? 

A. K-u-t-z. 

Q. Kutz-Pictured C l i f f s , and i t ' s B a s i n - F r u i t l a n d 

Coal. So w e ' l l be pooling the no r t h h a l f of Section 20, 

Township 29 North, Range 13 West, from the surface t o the 

base of the P i c t u r e d C l i f f s , northeast quarter f o r 160 and 

the n o r t h h a l f f o r 32 0 — 

A. Yes. 

Q. — correct? 

And t h i s again i s a standard l o c a t i o n ? 

A. Yes, i t i s . 

Q. And do you have the footages? 

A. 1250 f e e t from the north l i n e and 1428 f e e t from 

the east l i n e . 

STEVEN T. BRENNER, CCR 
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EXAMINER BROOKS: Okay, I be l i e v e t h a t ' s a l l t h a t 

I have of t h i s witness. 

EXAMINER STOGNER: I have no questions. 

THE WITNESS: Thank you. 

DAVID B. RICHARDSON, 

the witness h e r e i n , having been p r e v i o u s l y 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. KELLAHIN: 

Q. Mr. Richardson, l e t me ask you as a g e o l o g i s t and 

as pres i d e n t of Richardson O i l Company, have you formed an 

opi n i o n as t o the r i s k associated w i t h the P i c t u r e d C l i f f 

and the F r u i t l a n d Coal f o r t h i s p a r t i c u l a r w e ll? 

A. Yes, I have. 

Q. This w e l l i s f a r t h e r east than the outcrop w e l l 

t h a t we were t a l k i n g about j u s t a few minutes ago? 

A. Yes, i t i s . 

Q. Do you see any j u s t i f i c a t i o n t o having a r i s k 

f a c t o r other than the standard D i v i s i o n r i s k f a c t o r of 156 

percent f o r the F r u i t l a n d Coal? 

A. Yes, I do. 

Q. Do you see a d i f f e r e n c e here — 

A. Yes. 

Q. -- t h a t would j u s t i f y an exception so t h a t you 

would have the maximum penalty? 

STEVEN T. BRENNER, CCR 
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A. Yes, I would. 

Q. Let's t a l k about your reasons f o r t h a t 

d i f f e r e n c e . 

A. Okay, the F r u i t l a n d Coal -- I f you go t o E x h i b i t 

Number 6, t h i s i s the cumulative production of the nine-

s e c t i o n area surrounding the Eaton White Number 2 proposed 

l o c a t i o n . There i s only one F r u i t l a n d Coal w e l l — t h a t 

would be a mil e t o the southeast i n Section 28 — t h a t has 

produced out of the coal. I t ' s cumulative p r o d u c t i o n i s 

160 m i l l i o n cubic f e e t of gas, and t h a t ' s the only 

F r u i t l a n d producer. 

Q. Okay. Describe f o r us where you are i n the coal 

i n terms of thickness. Do you have a d i s p l a y t h a t shows 

tha t ? 

A. Okay, t h i s would be E x h i b i t Number 8. This i s a 

l o c a l i z e d general t h i n n i n g of the coal. We're a n t i c i p a t i n g 

a basal thickness of ei g h t f e e t , as compared t o other areas 

where i t can be up t o 3 0 or 40 f e e t . 

EXAMINER STOGNER: Let's go back. What e x h i b i t 

are we lo o k i n g at? 

MR. KELLAHIN: I'm looking a t E x h i b i t 8, i s the 

one I have. I t shows basal coal thickness. I s t h a t the 

one — 

EXAMINER STOGNER: Mr. Richardson, what are you 

lo o k i n g at? 

STEVEN T. BRENNER, CCR 
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THE WITNESS: E x h i b i t 8. 

MR. KELLAHIN: Are yours marked d i f f e r e n t l y , 

Mr. — 

EXAMINER STOGNER: Well, on our E x h i b i t 7 I show 

your contour l i n e s , and E x h i b i t 8 doesn't have any 

i n d i c a t i o n of one. 

THE WITNESS: This i s not contour. 

EXAMINER STOGNER: Oh, you're l o o k i n g a t the 

thicknesses, as opposed t o — My mistake, my mistake. 

Okay, my mistake, I'm sorry. 

THE WITNESS: I chose not t o draw contour l i n e s 

because they're a l l so s i m i l a r t here. 

EXAMINER STOGNER: And they're also confusing, 

obviously, t o me, so. . . 

Q. (By Mr. Kel l a h i n ) Let's go t o the e x h i b i t t h a t 

shows the cumulative production, Mr. Richardson. 

A. Okay. 

EXAMINER BROOKS: And t h a t i s Number 6, co r r e c t ? 

MR. KELLAHIN: That's the one I have as Number 6. 

EXAMINER BROOKS: Right. 

Q. (By Mr. Ke l l a h i n ) Let's t a l k about the P i c t u r e d 

C l i f f f o r a moment. You have a t a b u l a t i o n of w e l l s t h a t 

have produced from the Pi c t u r e d C l i f f ? 

A. Yes. 

Q. What's your expectation i n t h i s area f o r t h i s 

STEVEN T. BRENNER, CCR 
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w e l l about the Pic t u r e d C l i f f ? 

A. We're a n t i c i p a t i n g the t o t a l cumulative 

production over the l i f e of the w e l l could be up t o .6 BCF. 

Q. Okay. What i s the w e l l cost associated w i t h t h i s 

w e l l ? 

A. For a commingled or a s i n g l e well? 

Q. A commingled w e l l . 

A. $250,000. 

Q. What k i n d of i n i t i a l r a t e s might you expect i n 

the P i c t u r e d C l i f f formation? 

A. Approximately 100 MCF per day, i n c l i n i n g t o 3 00 

MCF per day. 

Q. Okay. S t i l l s u b s t a n t i a l r i s k associated w i t h the 

P i c t u r e d C l i f f i n t h i s area? 

A. Yes, there i s . 

Q. Let's t a l k about the F r u i t l a n d Coal. I s t h i s an 

area t h a t you have t o dewater the coal? 

A. Yes, i t i s . 

Q. What k i n d of water rates do you a n t i c i p a t e 

i n i t i a l l y a t t h i s type of location? 

A. Probably less than on the f a r western si d e , but 

up t o 100, 150 b a r r e l s per day. 

Q. What k i n d of i n i t i a l r a t e would you expect on gas 

product i o n once you dewater the well? 

A. 3 00 MCF per day. 

STEVEN T. BRENNER, CCR 
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Q. Okay. Summarize f o r me your reasons t h a t support 

your o p i n i o n about the Coal a t t h i s l o c a t i o n j u s t i f y i n g a 

200-percent r i s k , as opposed t o what the D i v i s i o n more 

co n v e n t i o n a l l y uses as 156 percent. 

A. Okay, the lack of production i n the area i n the 

co a l , and also the l o c a l i z e d general t h i n n i n g of the co a l . 

MR. KELLAHIN: That concludes my examination of 

Mr. Richardson. 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 6, 7 and 

8. 

EXAMINER BROOKS: E x h i b i t s 6, 7 and 8 are 

admitted. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Mr. Richardson, i n the event the D i v i s i o n were t o 

decide t o f o l l o w i t s usual p o l i c y w i t h regard t o the 

F r u i t l a n d Coal production and allow only 156-percent 

penalty f o r F r u i t l a n d Coal, how would you propose t o 

a l l o c a t e the costs of t h i s w e l l between the F r u i t l a n d Coal 

and the Pi c t u r e d C l i f f s ? 

A. We would a l l o c a t e the cost 50-50 t o d r i l l the 

w e l l the a d d i t i o n a l depth t o the Pi c t u r e d C l i f f s , 

approximately 150 f e e t , we would a l l o c a t e t h a t 100 percent 

t o the P i c t u r e d C l i f f s . 

Q. And completion costs, of course, would be 

STEVEN T. BRENNER, CCR 
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separate — 

A. Yes. 

Q. — except f o r surface equipment? 

A. Yes. 

Q. Which — Would you a l l o c a t e t h a t 50-50 also — 

A. Yes, we would. 

Q. — the surface equipment? 

And once again, you are not a t t h i s time asking 

the D i v i s i o n t o address the issues of downhole commingling? 

A. That's c o r r e c t . 

Q. That would not be done u n t i l a uthorized by a 

separate order? 

A. Yes. 

EXAMINER BROOKS: Mr. Stogner? 

EXAMINER STOGNER: I have no questions a t t h i s 

time. 

THE WITNESS: Thank you. 

EXAMINER BROOKS: Very good. 

MR. KELLAHIN: That concludes our p r e s e n t a t i o n , 

Mr. Brooks. Thank you. 

EXAMINER BROOKS: Okay, Case Number 12,835 w i l l 

be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

9:10 a.m.) * • . 

STEVEN T. BRENNER, -«C©R-vnticri D! 1 , 
(505) 989-9317 
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