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CHAIRMAN LEMAY: And we w i l l now c a l l 

Cases Nos. 10345 and 10346. 

MR. STOVALL: B o t h cases a r e e n t i t l e d 

t h e A p p l i c a t i o n o f BHP P e t r o l e u m ( A m e r i c a s ) I n c . 

f o r c o m p u l s o r y p o o l i n g , San Juan C o u n t y , New 

Me x i c o . 

CHAIRMAN LEMAY: I s t h e r e any o b j e c t i o n 

t o t h e c o n s o l i d a t i o n o f t h e s e two cases f o r 

h e a r i n g ? I f n o t , t h e y s h a l l be c o n s o l i d a t e d and 

I ' l l c a l l f o r a p p e a r a n c e s i n b o t h case. 

MR. BRUCE: Mr. Chairman, my name i s 

Jim Bruce f r o m t h e H i n k l e Law F i r m i n 

A l b u q u e r q u e , 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 n b o t h 

c a s e s . I'm h e r e i n a s s o c i a t i o n w i t h John Bowden, 

who i s t h e G e n e r a l Counsel o f BHP P e t r o l e u m . 

CHAIRMAN LEMAY: Thank you. 

MR. TULLY: Mr. Chairman, I'm R i c h a r d 

T u l l y f r o m F a r m i n g t o n , New M e x i c o , a c t i n g as 

c o - c o u n s e l w i t h W i l l i a m F. C a r r o f Santa Fe, New 

Me x i c o , r e p r e s e n t i n g L o u i s e Locke d o i n g b u s i n e s s 

as L o c k e - T a y l o r D r i l l i n g Company. 

CHAIRMAN LEMAY: Thank you, Mr. T u l l y . 

A d d i t i o n a l a p p e a r a n c e s i n t h e case? I f n o t , w i l l 

a l l t h o s e w i t n e s s e s who w i l l be g i v i n g t e s t i m o n y 

i n t h e case p l e a s e r i s e and r a i s e y o u r r i g h t 
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hand, and Counsel w i l l swear you i n . 

[The w i t n e s s e s were d u l y s w o r n . ] 

CHAIRMAN LEMAY: Okay. L e t ' s b e g i n . 

Do you c a r e t o make o p e n i n g s t a t e m e n t s or g e t 

r i g h t i n t o i t ? Mr. T u l l y ? 

MR. TULLY: Yes, I w o u l d l i k e t o make a 

b r i e f o p e n i n g s t a t e m e n t , i f I c o u l d . 

I'm n o t s u r e I f o l l o w e d t h e c o r r e c t 

p r o c e d u r e i n p r o v i d i n g t h e summary o f f a c t s and 

i s s u e s t o t h e Commission. H o p e f u l l y you've had 

an o p p o r t u n i t y t o r e v i e w Mrs. Locke's summary 

s t a t e m e n t o f f a c t s and i s s u e s p e r t a i n i n g t o t h i s 

m a t t e r . 

J u s t r e a l b r i e f l y , Mrs. L o u i s e Locke, 

who l i v e s i n R i f l e , C o l o r a d o , does b u s i n e s s as 

L o c k e - T a y l o r D r i l l i n g Company. She's t h e owner 

o f t h e w o r k i n g i n t e r e s t f r o m t h e s u r f a c e t o t h e 

base o f t h e P i c t u r e d C l i f f s i n t h e n o r t h h a l f o f 

S e c t i o n 23, Township 29 N o r t h , Range 13 West. 

I n 1952, t h e Howard Tycksen Poo l U n i t 

No. 1 w e l l was d r i l l e d . I t was c o m p l e t e d i n t h e 

F r u i t l a n d F o r m a t i o n and i t has been p r o d u c i n g 

s i n c e 1954, s i n c e t h a t t i m e . 

There a r e f o u r f e e o i l and gas l e a s e s 

c o v e r i n g t h e n o r t h h a l f o f t h i s p a r t i c u l a r 
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s e c t i o n . There i s a d i s p u t e i n s o f a r as a 

commitment t o t h e G a l l e g o s Canyon U n i t p e r t a i n i n g 

t o w h a t ' s c a l l e d t h e Zimmerman o i l and gas l e a s e , 

or T r a c t 102. I t ' s t h e p o s i t i o n o f L o u i s e Locke 

t h a t t h e s u r f a c e t o t h e base o f t h e P i c t u r e d 

C l i f f s , i n t h e e n t i r e n o r t h h a l f , i s n o t 

c o m m i t t e d t o t h e G a l l e g o s Canyon U n i t . I t ' s t h e 

p o s i t i o n o f BHP t h a t t h e Zimmerman l e a s e i s 

c o m m i t t e d t o t h e G a l l e g o s Canyon U n i t , and t h a t 

t h e y have t h e r i g h t t o d r i l l on t h e Zimmerman 

t r a c t as a r e s u l t o f t h e i r b e i n g a s u b - o p e r a t o r , 

f r o m t h e s u r f a c e t o t h e base o f t h e P i c t u r e d 

C l i f f s , f r o m Amoco P r o d u c t i o n Company, who i s t h e 

u n i t o p e r a t o r o f t h i s u n i t . 

Benson and M o n t i n were t h e o r i g i n a l 

u n i t o p e r a t o r s o f t h e G a l l e g o s Canyon U n i t . They 

own 50 p e r c e n t o f t h e w o r k i n g i n t e r e s t o f t h e 

Zimmerman t r a c t . S t a n o l i n d O i l & Gas Company, 

t h e p r e d e c e s s o r t o Amoco P r o d u c t i o n Company, 

owned t h e r e m a i n i n g 5 0 - p e r c e n t w o r k i n g i n t e r e s t . 

Benson and M o n t i n and S t a n o l i n d f a r m e d 

o u t t h e Zimmerman t r a c t , o r T r a c t 102, t o 

L o c k e - T a y l o r t o d r i l l t h e Tycksen w e l l , and t h e r e 

was a r e c o g n i t i o n a t t h a t t i m e t h a t S t a n o l i n d had 

p r e v i o u s l y c o m m i t t e d T r a c t 102 t o t h e G a l l e g o s 
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Canyon U n i t . When t h e y f a r m e d t h a t a c r e a g e o u t , 

t h e y f a r m e d i t o u t w i t h t h e i n t e n t i o n t h a t 

T y c k s e n w o u l d go ahead and d r i l l — o r , excuse me, 

t h a t L o c k e - T a y l o r w o u l d d r i l l t h e Tycksen w e l l 

and w o u l d make w h a t e v e r a r r a n g e m e n t s were 

n e c e s s a r y t o w i t h d r a w T r a c t 102 f r o m t h e G a l l e g o s 

Canyon U n i t . 

There i s a l e t t e r f r o m Benson and 

M o n t i n as t h e u n i t o p e r a t o r , on b e h a l f o f i t s e l f 

as 5 0 - p e r c e n t w o r k i n g i n t e r e s t owner and as u n i t 

o p e r a t o r , and a l s o on b e h a l f o f S t a n o l i n d , 

r e q u e s t i n g t h e w i t h d r a w a l o f T r a c t 102 f r o m t h e 

G a l l e g o s Canyon U n i t . 

At t h a t p a r t i c u l a r t i m e , back i n t h e 

e a r l y 50s, when t h a t was g o i n g on, i t was t h e 

p r o c e d u r e and t h e p r a c t i c e t o go ahead and 

have--and i t was a l s o t h e i n t e n t o f t h e 

p a r t i e s — t h a t T r a c t 102 was w i t h d r a w n . I t has 

o n l y been i n t h e l a s t c o u p l e o f y e a r s t h a t t h e 

q u e s t i o n has been r a i s e d on w h e t h e r o r n o t T r a c t 

102 was c o m m i t t e d o r n o t c o m m i t t e d t o t h e 

G a l l e g o s Canyon U n i t f r o m t h e s u r f a c e t o t h e base 

o f t h e P i c t u r e d C l i f f s . T h a t ' s t h e p r i m a r y i s s u e 

we have h e r e . 

I n a d d i t i o n t o t h a t , we a l s o have BHP 
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g o i n g and d r i l l i n g w h a t ' s c a l l e d t h e G a l l e g o s 

Canyon U n i t No. 391 w e l l , a p p r o x i m a t e l y 120, 130 

f e e t away f r o m t h e w e l l b o r e o f t h e Tycksen No. 1 

we 11 . 

We've had two d i f f e r e n t e x p e r t 

w i t n e s s e s , p e t r o l e u m e n g i n e e r s , t h a t have l o o k e d 

a t t h e s i t u a t i o n , and i n t h e i r e x p e r t o p i n i o n 

t h e r e ' s a good p r o b a b i l i t y t h a t any s t i m u l a t i o n 

o f t h e 391 w e l l i s g o i n g t o go o v e r and i n t e r s e c t 

t h e w e l l b o r e o f t h e Tycksen w e l l and i t ' s g o i n g 

t o damage t h a t w e l l . 

Sb we have a n o t h e r i s s u e h e r e and t h a t 

i s , i f t h e r e i s a c o m p l e t i o n o f t h e 391 w e l l , 

w i l l t h e r e be damage t o t h e Tycksen w e l l ? Our 

e x p e r t s say t h e r e i s a good p r o b a b i l i t y o f 

damage. We're s u r e t h a t t h e BHP e n g i n e e r s a r e 

g o i n g t o say, no, t h e r e ' s n o t g o i n g t o be any 

damage when t h e r e ' s s t i m u l a t i o n and c o m p l e t i o n o f 

t h e 391 w e l l . 

B o t h o f t h e s e a r e t h e p r i m a r y i s s u e s 

t h a t we have b e f o r e you t o d a y . Now, t h e r e i s 

l i t i g a t i o n t h a t has been i n i t i a t e d c o n c e r n i n g 

t h e s e two same b a s i c i s s u e s , and i t ' s i n t h e 

F e d e r a l D i s t r i c t C o u r t i n f r o n t o f t h e H o n o r a b l e 

Judge Mechem. I t ' s a j u r y t r i a l . The t r i a l i s 
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c u r r e n t l y s c h e d u l e d f o r August o f t h i s y e a r . We 

w i l l have a j u d g e and a j u r y t h a t w i l l be making 

t h e s e same d e t e r m i n a t i o n s on t h e s e two i s s u e s : 

Whether o r n o t t h e r e ' s a commitment t o t h e u n i t 

and a l s o w h e t h e r t h e r e ' s g o i n g t o be damage t o 

t h e T y c k s e n w e l l i f t h e 391 w e l l i s c o m p l e t e d . 

Now, BHP d i d n o t e v e r n o t i f y o r r e q u e s t 

t h e j o i n d e r o f Mrs. Locke p r i o r t o t h e s p u d d i n g 

o f t h e 390 w e l l and t h e 391 w e l l , even t h o u g h 

t h e y knew or had r e a s o n a b l e n o t i c e t h a t she was 

t h e w o r k i n g i n t e r e s t owner o f t h e e n t i r e n o r t h 

h a l f . They went ahead and p r o c e e d e d , d r i l l e d t h e 

w e l l . S u b s e q u e n t l y , t h e n , t h e y s t a r t e d t a l k i n g 

a b o u t , " W e l l , l e t ' s go ahead and g e t t o g e t h e r . " 

They a t t e m p t e d t o p u r c h a s e Mrs. Locke o u t . That 

d i d n o t succ e e d . They n e v e r o f f e r e d her a 

f a r m o u t agreement. And f i n a l l y t h e y p r o v i d e d 

AFEs on May 29, 1991, w h i c h was ov e r 

f i v e - a n d - a - h a l f months a f t e r t h e y d r i l l e d t h e s e 

two we l i s . 

On May 2 9 t h t h e y p r o v i d e d AFEs t o Mrs. 

L o u i s e Locke t o j o i n i n t h e d r i l l i n g o f t h e 

w e l l . Those AFEs were n o t r e c e i v e d u n t i l June 

3 r d . I n t h e i n t e r i m , t h e r e was a p e n d i n g 

s e t t l e m e n t o f f e r g o i n g on t h a t was g o i n g t o 
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e x p i r e on June 1 5 t h . On June 1 3 t h , BHP, b e f o r e 

t h e s e t t l e m e n t o f f e r was o v e r , f i l e d t h e i r f o r c e 

p o o l i n g a p p l i c a t i o n s , so t h e y g o t t o t h e NMOCD 

b e f o r e L o u i s e Locke g o t t o t h e c o u r t h o u s e , 

because L o u i s e Locke was n o t g o i n g t o t h e 

c o u r t h o u s e u n t i l a f t e r June 1 5 t h . So we have a 

s i t u a t i o n where t h e f o r c e p o o l i n g was f i l e d 

b e f o r e t h e l a w s u i t was e n t e r e d . 

Anyway, what we're h e r e t o d a y t o ask i s 

t h a t we have t h e same p e n d i n g i s s u e s b e f o r e a 

F e d e r a l D i s t r i c t C o u r t as we have h e r e . We 

r e c o g n i z e t h a t you have t h e r i g h t t o p o o l t h e s e 

i n t e r e s t s . We j u s t d o n ' t t h i n k t h a t i t ' s p r u d e n t 

a t t h i s p a r t i c u l a r t i m e f o r t h e s e i n t e r e s t s t o be 

p o o l e d , and t h e r e a r e s e v e r a l r e a s o n s t h a t we 

d o n ' t t h i n k i t ' s p r u d e n t a t t h i s t i m e t o p o o l 

t h e s e i n t e r e s t s by t h i s Commission. 

One i s , o f c o u r s e , t h e s e i s s u e s can be 

r e s o l v e d by a j u d g e and a j u r y i n j u s t a c o u p l e 

o f months. The w e l l s were spud back i n December 

of 1990, t h e a p p l i c a t i o n s w e r e n ' t f i l e d u n t i l 

June o f 1991. There have been no c o m p l e t i o n 

a t t e m p t s a t t h i s t i m e and t h e r e d o e s n ' t seem t o 

be any c o m p e l l i n g r e a s o n t o go ahead and t r y and 

c o m p l e t e t h e s e w e l l s a t t h i s t i m e . Gas p r i c e s 
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known now what t h e y were r e l y i n g upon back t h e n , 

t h e y w o u l d n ' t have even d r i l l e d t h e w e l l s . So, 

t h e r e ' s no c o m p e l l i n g r e a s o n a t t h i s t i m e t o 

p r o c e e d f o r w a r d h e r e a t t h e Commission l e v e l , 

when we have a j u r y t r i a l coming up i n A u g u s t . 

The two i s s u e s , one, commitment o r n o t 

commitment t o t h e u n i t , and a l s o damage o r n o t 

damage t o t h e Tyc k s e n w e l l , a r e g o i n g t o be 

r e s o l v e d i n t h e c o u r t s i t u a t i o n . 

Now, BHP has a l s o i n d i c a t e d t h a t i f 

t h i s Commission e n t e r s an o r d e r f o r c e p o o l i n g 

t h e s e i n t e r e s t s , t h e n t h a t makes moot t h e 

q u e s t i o n i n t h e c o u r t h e a r i n g . Whether t h a t ' s 

c o r r e c t o r n o t w i l l p r o b a b l y u l t i m a t e l y be 

d e t e r m i n e d by t h e C o u r t ; b u t , by t h e same t o k e n 

now, i f t h a t i s c o r r e c t and t h i s Commission's 

a c t i o n i n p o o l i n g t h e s e i n t e r e s t s a t t h i s t i m e 

b e f o r e t h e C o u r t h e a r s t h e case and makes t h e s e 

i s s u e s moot, t h e n what t h a t has, i n f a c t , done, 

i t has a l l o w e d an o p e r a t o r t o go i n and d r i l l on 

somebody e l s e ' s l a n d s w i t h o u t n o t i f i c a t i o n t o 

them, t r e s p a s s on t h o s e l a n d s , and t h e n i t can 

s e t t h e p r e c e d e n t f o r any o t h e r o p e r a t o r s t o come 

t o t h e Commission when t h e y have i l l e g a l l y 
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e n t e r e d upon o t h e r p e o p l e ' s l a n d s , and t h e y can 

g e t I t r e s o l v e d a t t h e Commission l e v e l i n s t e a d 

o f a t t h e c o u r t l e v e l . 

T hat seems t o us t o be a v e r y d angerous 

p r e c e d e n t t h a t t h i s Commission s h o u l d p r o b a b l y 

n o t t r y t o g e t i t s e l f i n v o l v e d i n now because i t 

c o u l d have l o n g - r a n g e e f f e c t s i f o t h e r o p e r a t o r s 

d e c i d e t h a t t h e y want t o d r i l l on somebody e l s e ' s 

l a n d s and t h e y d o n ' t p r o v i d e n o t i c e t o them, t h e y 

go i n and d r i l l t h e w e l l s and t h e n t h e y come h e r e 

t o t h e Commission and t h e y say, "Hey, go ahead 

and g i v e us a f o r c e p o o l i n g o r d e r . You have t h e 

j u r i s d i c t i o n . T h i s w i l l make e v e r y t h i n g moot," 

b u t i t w i l l a l s o r a t i f y and c o n f i r m t h e i r 

u n i l a t e r a l , a r b i t r a r y and i l l e g a l a c t s . 

Anyway, i t a l s o t u r n s o u t t h a t we d o n ' t 

b e l i e v e i t ' s p r u d e n t a t t h i s t i m e i s because, 

l e t ' s j u s t assume t h a t Mrs. Locke i s s u c c e s s f u l 

i n t h e c o u r t t r i a l , and l e t ' s a l s o assume t h a t 

you go ahead and i s s u e f o r c e p o o l i n g o r d e r s a t 

t h i s t i m e . W e l l , i f t h e C o u r t u l t i m a t e l y says 

Mrs. Locke i s s u c c e s s f u l i n t h e c o u r t t r i a l , we 

w i l l be back h e r e f o r f u r t h e r h e a r i n g s on b e h a l f 

o f L o u i s e Locke, and we're g o i n g t o r e q u e s t t h a t 

t h e s e p r o r a t i o n u n i t s , w h i c h a r e c u r r e n t l y 
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p r o p o s e d as an e a s t - h a l f / w e s t - h a l f by BHP, t h a t 

i t be changed t o a n o r t h - h a l f / s o u t h - h a l f and a l s o 

t h a t L o c k e - T a y l o r D r i l l i n g Company become t h e 

o p e r a t o r o f t h e w e l l because she's t h e owner o f 

t h e e n t i r e n o r t h h a l f and she w o u l d p r e f e r t o be 

1 0 0 - p e r c e n t - w o r k i n g - i n t e r e s t owner i n t h e n o r t h 

h a l f , o p e r a t e t h i s w e l l , v e r s u s 50 p e r c e n t i n t h e 

e a s t h a l f and 50 p e r c e n t i n t h e west h a l f . 

I n summary, t h e l a w s u i t i n t h e f e d e r a l 

c o u r t w i l l be l i t i g a t e d i n t h e n e x t c o u p l e o f 

months, t h e r e ' s no u r g e n t need t o c o m p l e t e t h e s e 

w e l l s a t t h i s t i m e , and t h e r e h a s n ' t been any 

u r g e n t need i n t h e p a s t t o c o m p l e t e t h e s e w e l l s . 

There c o u l d be a d a n g e r o u s p r e c e d e n t s e t by 

i s s u i n g a f o r c e p o o l i n g o r d e r a t t h i s p a r t i c u l a r 

t i m e , and i t c o u l d have a d i s r u p t i v e i m p a c t upon 

t h e i n d u s t r y , and a l s o t h a t t h e r e i s a good 

p o s s i b i l i t y o f f u r t h e r h e a r i n g s back h e r e a t t h e 

D i v i s i o n and back h e r e a t t h e Commission i f Mrs. 

Locke w i n s a t t h e f e d e r a l c o u r t l e v e l . 

Anyway, t h a n k y o u , v e r y much. I f you 

have any q u e s t i o n s , I ' l l be g l a d t o t r y t o answer 

them. 

CHAIRMAN LEMAY: Thank y o u , Mr. T u l l y . 

Mr. Bruce ? 
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MR. BRUCE: B r i e f l y , Mr. Chairman, 

t h e s e i s s u e s were a d d r e s s e d a t Mr. S t o v a l l ' s 

r e q u e s t and he has t h a t b r i e f . I w o u l d j u s t 

m e r e l y p o i n t o u t t h a t BHP b r i e f e d t h e i s s u e s and 

Mr. T u l l y s u p p o r t e d h i s a s s e r t i o n s w i t h a t o t a l 

l a c k o f l e g a l a u t h o r i t y . 

I t h i n k t h e Commission has t h e 

e x c l u s i v e j u r i s d i c t i o n on a number o f t h e i s s u e s 

t o d a y , w e l l o r i e n t a t i o n , who o p e r a t e s t h e w e l l 

and f o r c e p o o l i n g p e n a l t y . 

S e c o n d l y , Mr. T u l l y ' s own documents 

show t h a t t h e Zimmerman l e a s e , one o f t h e l e a s e s 

i n i s s u e i n t h e n o r t h e a s t q u a r t e r o f S e c t i o n 35, 

i s c o m m i t t e d t o t h e G a l l e g o s Canyon U n i t and BHP 

as s u b - o p e r a t o r has t h e r i g h t t o d r i l l under t h e 

U n i t Agreement f o r t h e G a l l e g o s Canyon U n i t . 

Mrs. Locke's main c o m p l a i n t seems t o be 

t h a t she has been d e n i e d h e r r i g h t t o d r i l l , i n 

t h e n o r t h e a s t q u a r t e r , t h e F r u i t l a n d Coal w e l l . 

W e ' l l s u b m i t a document t h a t shows t h a t she had 

a b s o l u t e l y no p l a n s t o d r i l l a w e l l up t h e r e . 

F u r t h e r m o r e , as I j u s t n o t e d , t h e 

a c r e a g e i s c o m m i t t e d . There a r e s e v e r a l 

t r a c t s - - t h e r e a r e a t l e a s t two t r a c t s i n t h e 

n o r t h e a s t q u a r t e r w h i c h a r e c o m m i t t e d t o t h e 
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G a l l e g o s Canyon U n i t , and t h e r e f o r e BHP had t h e 

r i g h t t o d r i 1 1 . 

Now, as f a r as making a d e c i s i o n , what 

Mr. T u l l y s a i d i s c o r r e c t . I f t h e Commission 

d e c i d e s t h e s e m a t t e r s i n f a v o r o f BHP, i n our 

o p i n i o n i t does away w i t h t h e c o u r t a c t i o n . I f 

t h e Commission a u t h o r i z e s f o r c e p o o l i n g , t h e r e 

can be no l e g a l l y a c t i o n a b l e t r e s p a s s . We d o n ' t 

t h i n k t h e r e ' s a t r e s p a s s anyway, because t h e 

a c r e a g e was c o m m i t t e d t o t h e u n i t , b u t i t does 

away w i t h t h e c o u r t h e a r i n g . And r e g a r d l e s s o f 

what t h e c o u r t r u l e s , BHP w o u l d be back h e r e 

a s k i n g - - i f t h i s case was n o t heard--BHP w o u l d be 

back a s k i n g f o r f o r c e p o o l i n g r e g a r d l e s s , so we 

t h i n k you s h o u l d go f o r w a r d . 

We t h i n k i t w o u l d s e r v e j u d i c i a l 

economy i n t h e l o n g r u n , i t w i l l cause l e s s 

expense t o t h e p a r t i e s , i t w i l l g e t t h e w e l l s on 

l i n e f a s t e r , and o v e r a l l i t w i l l be e c o n o m i c a l t o 

t h e p a r t i e s . 

BHP i s n ' t a s k i n g f o r t h e Commission t o 

r u l e on t h e i s s u e s t h a t Mr. T u l l y i s i n t e r e s t e d 

i n , damages f o r t r e s p a s s and, i f you've seen t h e 

C o m p l a i n t , t h e r e ' s some o t h e r c o m p l a i n t s f o r 

damages. We d o n ' t t h i n k t h a t ' s w i t h i n t h e 
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Commission's j u r i s d i c t i o n and t h e y d o n ' t have t o 

c o n s i d e r t h a t as p a r t o f t h e h e a r i n g t o d a y . 

F i n a l l y , I w o u l d l i k e t o p o i n t o u t t h a t 

Mr. T u l l y has a gloom and doom s c e n a r i o t h a t 

e v e r y b o d y i s g o i n g t o be f o r c e d r i l l i n g on o t h e r 

p e o p l e ' s l e a s e s and i t ' s g o i n g t o cause a b i g 

t o - d o i n t h e Commission. I d o n ' t t h i n k v e r y many 

p e o p l e w i l l w i l l i n g l y go f o r w a r d and r i s k a 

l a w s u i t by d r i l l i n g on o t h e r p e o p l e ' s l e a s e s when 

t h e y d o n ' t have t h e r i g h t . 

I t h i n k y o u r e x p e r i e n c e up h e r e , Mr. 

Chairman, and w i t h t h e Commission's c o u n s e l , has 

been t h a t v i r t u a l l y e v e r y o n e goes f o r w a r d and 

t r i e s t o n e g o t i a t e w i t h t h e l e a s e owner b e f o r e 

f o r c e p o o l i n g . There a r e some c i r c u m s t a n c e s t h a t 

w e ' l l e x p l a i n i n t h e t e s t i m o n y t o d a y as t o why 

BHP d i d n ' t do t h a t b e f o r e d r i l l i n g t h e w e l l s , b u t 

r e a l l y t h a t ' s i r r e l e v a n t t o t h e i s s u e o f f o r c e 

p o o l i n g . 

I n t h e f i r s t c a s e , BHP seeks t o f o r c e 

p o o l t h e west h a l f o f S e c t i o n 23. That w e l l i s 

l o c a t e d on a l e a s e t h a t BHP has f a r m e d o u t f r o m 

Amoco. I t o b v i o u s l y had t h e r i g h t t o d r i l l t h a t 

w e l l , i t had t h e r i g h t t o o r i e n t a s t a n d - u p u n i t 

u n der t h e F r u i t l a n d Coal r u l e s . There was no 
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e v i l i n t e n t . I t j u s t o r i e n t e d s t a n d - u p u n i t s . 

T h e r e ' s o f t e n no r e a s o n f o r t h e o r i e n t a t i o n o f 

t h e u n i t when t h e y ' r e s t a n d - u p o r l a y - d o w n . 

I n Case 10346, BHP seeks t o f o r c e p o o l 

t h e e a s t h a l f o f S e c t i o n 13 and d e d i c a t e i t t o 

t h e 391 w e l l . We a d m i t t h a t t h a t l e a s e i s owned 

by Mrs. Locke. A g a i n , i t ' s c o m m i t t e d t o t h e 

U n i t . BHP made a g o o d - f a i t h e f f o r t t o p u r c h a s e 

a l l o f h e r i n t e r e s t , b o t h i n t h e west h a l f and 

t h e e a s t h a l f , a v e r y f a i r o f f e r , w h i c h t h e y 

r e j e c t e d . 

And I t h i n k t h a t ' s t h e o n l y 

p r e r e q u i s i t e t o f o r c e p o o l i n g , making a f a i r 

o f f e r . T h e r e ' s no need t o f o r c e p o o l b e f o r e a 

w e l l i s d r i l l e d . The s t a t u t e e x p r e s s l y a l l o w s 

d r i l l i n g o r , I s h o u l d say, f o r c e p o o l i n g a f t e r a 

w e l l i s d r i l l e d , and t h a t ' s what we're a s k i n g you 

t o do t o d a y . We t h i n k BHP has met a l l t h e 

r e q u i r e m e n t s f o r c o m p u l s o r y p o o l i n g o f t h e s e 

w e l l s , we t h i n k you s h o u l d go f o r w a r d . I n t h e 

l o n g r u n , i t w i l l save t h e p a r t i e s ' money and 

t i m e , and i t w i l l g e t t h e s e w e l l s on l i n e 

f a s t e r . Thank y o u . 

CHAIRMAN LEMAY: Thank y o u, Mr. Br u c e . 

Mr. T u l l y , you may p r o c e e d . 
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MR. TULLY: Mr. Chairman, a t t h i s t i m e , 

based upon t h e o p e n i n g s t a t e m e n t s and a l s o t h e 

m a t e r i a l t h a t has been p r e s e n t e d by b o t h p a r t i e s , 

w h e t h e r b r i e f i n g o r summary o f f a c t s i n i s s u e , we 

w o u l d move a t t h i s t i m e f o r a c o n t i n u a n c e o f t h i s 

h e a r i n g u n t i l a f t e r t h e c o u r t p r o c e e d i n g i s 

ov e r . 

MR. BRUCE: We w o u l d o b j e c t , f o r t h e 

r e c o r d . 

MR. STOVALL: Mr. Chairman, I have 

r e v i e w e d t h e m a t t e r s w h i c h C ounsel have r e f e r r e d 

t o and s u b m i t t e d . I'm n o t s u r e t h a t I f o l l o w Mr. 

T u l l y 1 s b a s i s f o r recommending t h a t we c o n t i n u e 

t h e case. P r o b a b l y t h e b e s t p r e c e d e n t t h e 

Commission has b e f o r e i t i s t h e Hermann case, i n 

w h i c h t h e f e d e r a l c o u r t gave g r e a t d e f e r e n c e , i n 

f a c t p r e c l u s i v e e f f e c t , t o a d e c i s i o n o f t h i s 

Commission w i t h r e s p e c t t o m a t t e r s w i t h i n i t s 

e x p e r t i se. 

I t w o u l d be my o p i n i o n t h a t , i n f a c t , 

t h e Commission has f u l l j u r i s d i c t i o n , no c o u r t 

has g i v e n any i n s t r u c t i o n o r d i r e c t i o n o r 

i n j u n c t i o n t o t h i s Commission d i r e c t i n g i t n o t t o 

p r o c e e d w i t h t h e case, and t h a t i n f a c t i f t h i s 

Commission p r o c e e d s w i t h t h i s case i t i s q u i t e 
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p o s s i b l e t h a t t h e f e d e r a l d i s t r i c t c o u r t c o u l d 

use t h i s Commission's a c t i o n i n an a r e a i n w h i c h 

i t has e x p e r t i s e as p a r t o f i t s d e c i s i o n - m a k i n g 

p r o c e s s . 

T h e r e f o r e , I can see no r e a s o n why t h e 

Commission, u n l e s s i t chooses t o do so f o r i t s 

own r e a s o n s , t h e r e ' s no l e g a l o b l i g a t i o n on t h e 

Commission, t o d e f e r t h i s case u n t i l t h e f e d e r a l 

t r i a l has been s c h e d u l e d . The A p p l i c a n t has 

f i l e d and i t ' s p r o p e r l y w i t h i n t h e p r o c e d u r e , I 

t h i n k i t ' s w i t h i n our j u r i s d i c t i o n t o hear t h e 

case, and t h e r e f o r e I t h i n k i t ' s p u r e l y a 

d i s c r e t i o n a r y d e c i s i o n on t h e p a r t o f t h e 

Commission and t h e r e ' s c e r t a i n l y no l e g a l 

a u t h o r i t y w h i c h w o u l d i n d i c a t e t h a t t h e 

Commission s h o u l d c o n t i n u e t h e case u n t i l t h e 

f e d e r a l case i s h e a r d . 

CHAIRMAN LEMAY: Do you want t o add t o 

t h a t , Mr. Bruce ? 

MR. BRUCE: No, s i r . 

CHAIRMAN LEMAY: Mr. T u l l y ? 

MR. TULLY: J u s t one comment, Your 

Honor, and t h a t i s , t h e l e g a l i s s u e o f w h e t h e r o r 

n o t t h i s T r a c t 102 i s c o m m i t t e d t o t h e G a l l e g o s 

Canyon U n i t , r e s t s p r o p e r l y w i t h t h e f e d e r a l 
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d i s t r i c t c o u r t . That l e g a l i s s u e i s t h e r e ' s a 

p o s s i b i l i t y t h a t you c o u l d be d e t e r m i n i n g a l e g a l 

i s s u e i f , i n f a c t , you g r a n t t h e c o m p u l s o r y 

p o o l i n g o r d e r s by a l l o w i n g them t h e r i g h t t o come 

i n and d r i l l on t h e Zimmerman t r a c t , i f i n f a c t 

i t t u r n s o u t t h a t t h e Zimmerman t r a c t i s n o t 

c o m m i t t e d t o t h e G a l l e g o s Canyon U n i t . 

So we're v e r y much c o n c e r n e d t h a t t h i s 

Commission c o u l d p o s s i b l y be making a l e g a l 

d e t e r m i n a t i o n , and we d o n ' t b e l i e v e t h a t t h i s 

Commission can make t h a t l e g a l d e t e r m i n a t i o n . We 

t h i n k t h a t p r o p e r l y r e s i d e s w i t h t h e C o u r t and 

n o t t h i s Commission. 

CHAIRMAN LEMAY: Thank y o u . L e t ' s t a k e 

a t w o - m i n u t e r e c e s s w h i l e we d i s c u s s t h i s 

mat t e r . 

[A r e c e s s was t a k e n . ] 

CHAIRMAN LEMAY: We have d i s c u s s e d t h e 

i s s u e o f c o n t i n u a n c e and have d e c i d e d t o r u l e 

a g a i n s t i t . We w i l l hear t h e case t o d a y . We 

f e e l we have j u r i s d i c t i o n . 

You may c o n t i n u e , Mr. B r u c e . 

MR. BRUCE: I w o u l d c a l l Mr. R e i n h a r d t 

t o t h e s t a n d ; and, p r e l i m i n a r i l y , Mr. Chairman, I 

w o u l d move t o i n c o r p o r a t e t h e r e c o r d o f t h e 
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Examiner H e a r i n g . 

CHAIRMAN LEMAY: I s t h e r e any o b j e c t i o n 

t o t h e i n c o r p o r a t i o n o f t h e Examiner H e a r i n g 

r e c o r d ? 

MR. TULLY: No, Your Honor — M r . 

Chairman. I'm s o r r y . 

CHAIRMAN LEMAY: I ' v e been c a l l e d l o t s 

o f t h i n g s , Mr. T u l l y . B o t h o f t h o s e a r e 

a c c e p t a b l e . The Examiner H e a r i n g r e c o r d w i l l be 

i n c o r p o r a t e d . 

DONALD REINHARDT 

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 : 

EXAMINATION 

BY MR. BRUCE: 

Q. Would you p l e a s e s t a t e y o u r name f o r 

t h e r e c o r d . 

A. My name i s D o n a l d R e i n h a r d t . 

Q. Where do you r e s i d e ? 

A. H o u s t o n , Texas. 

Q. At a l l p e r t i n e n t t i m e s i n t h i s m a t t e r , 

were you a landman f o r BHP P e t r o l e u m ? 

A. Yes, s i r . 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h e O i l C o n s e r v a t i o n D i v i s i o n as a landman and 
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had y o u r q u a l i f i c a t i o n s as an e x p e r t a c c e p t e d as 

a m a t t e r o f r e c o r d ? 

A. Yes, s i r . 

Q. Are you f a m i l i a r w i t h t h e l a n d m a t t e r s 

i n v o l v e d i n t h e s e two cases? 

A. Yes, s i r . 

MR. BRUCE: Mr. Chairman, I move t h a t 

Mr. R e i n h a r d t be r e c o g n i z e d as an e x p e r t 

p e t r o l e u m landman. 

CHAIRMAN LEMAY: He's so q u a l i f i e d . 

Q. Mr. R e i n h a r d t , w o u l d you l o o k a t BHP 

E x h i b i t 1 and, j u s t v e r y b r i e f l y f o r t h e 

Commission, o u t l i n e t h e l a n d o w n e r s h i p i n S e c t i o n 

23 . 

A. E x h i b i t 1 i s a p l a t t h a t I s u p e r v i s e d 

t h e d r a f t i n g o f . I t ' s a l a n d p l a t . I t i n d i c a t e s 

t h e l e a s e h o l d o w n e r s h i p i n each t r a c t d e p i c t e d 

t h e r e . 

The s o u t h h a l f o f t h e s o u t h w e s t q u a r t e r 

and t h e s o u t h w e s t q u a r t e r o f t h e s o u t h e a s t 

q u a r t e r , a r e l a n d s s u b j e c t t o a f a r m o u t agreement 

between BHP and Amoco P r o d u c t i o n Company. 

The n o r t h h a l f o f t h e s o u t h w e s t i s 

l e a s e h o l d i n t e r e s t owned by BHP. 

The n o r t h h a l f o f t h e s o u t h e a s t and t h e 
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s o u t h e a s t o f t h e s o u t h e a s t i s l e a s e h o l d p r e s e n t l y 

owned by M e r i d i a n O i l P r o d u c t i o n , I n c . , and t h e 

n o r t h h a l f i s l e a s e h o l d owned by L o u i s e Locke. 

That p l a t a l s o d e p i c t s t h e l o c a t i o n o f 

c e r t a i n we l i s . 

Q. Now, l o o k i n g a t t h i s map, t h e Amoco 

f a r m o u t t r a c t , i s t h a t c o m m i t t e d t o t h e GCU, t h e 

G a l l e g o s Canyon U n i t ? 

A. Yes, i t i s , as w e l l as t h e M e r i d i a n O i l 

t r a c t i n t h e s o u t h e a s t q u a r t e r . I n a d d i t i o n t o 

t h a t , t h e r e ' s 133 a c r e s i n t h e n o r t h e a s t q u a r t e r 

t h a t a r e p a r t i a l l y c o m m i t t e d , and a n o t h e r 1 2 - a c r e 

l e a s e a l s o i n t h e n o r t h e a s t q u a r t e r t h a t i s f u l l y 

c o m m i t t e d t o t h e G a l l e g o s Canyon U n i t . 

Q. R e f e r r i n g t o E x h i b i t 2, i s t h a t t h e 

Zimmerman l e a s e p e o p l e have been t a l k i n g a b o u t ? 

A. E x h i b i t 2 i s t h e Zimmerman l e a s e . I t 

c o v e r s 133 a c r e s t h e r e i n t h e n o r t h e a s t q u a r t e r . 

Q. Does t h i s E x h i b i t 2 a l s o c o n t a i n t h e 

l e a s e h o l d c h a i n o f t i t l e ? 

A. Yes, i t does. I t i n c l u d e s a s e r i e s o f 

a s s i g n m e n t s c o n v e y i n g t h e w o r k i n g i n t e r e s t i n 

t h a t l e a s e , t h e l a s t o f w h i c h i s conveyed i n t o 

L o c k e - T a y l o r D r i l l i n g Company. 

Q. D i d Amoco c o m m i t t h a t — o r a t t h a t t i m e 
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S t a n o l i n d O i l & Gas--commit t h e w o r k i n g i n t e r e s t 

o f t h a t l e a s e t o t h a t u n i t ? 

A. I d o n ' t have a f u l l c o m p l e t e copy o f 

E x h i b i t 2. The l e a s e h o l d i n q u e s t i o n was 

a s s i g n e d t o Amoco P r o d u c t i o n Company i n 1947. 

S t a n o l i n d e x e c u t e d a r a t i f i c a t i o n and j o i n d e r t o 

t h e U n i t Agreement, and t h a t u n i t was 

s u b s e q u e n t l y a p p r o v e d . 

Q. Okay. So Amoco d i d s i g n t h e u n i t 

agreement f o r t h e GCU? 

A. Yes. 

Q. I s t h a t E x h i b i t No. 3? 

A. E x h i b i t 3 c o n t a i n s a copy o f t h e U n i t 

Agreement f o r t h e G a l l e g o s Canyon U n i t . 

Q. And was t h a t s i g n e d by S t a n o l i n d ? 

A. I t was s i g n e d by S t a n o l i n d and t h e u n i t 

o p e r a t o r . 

Q. Benson and M o n t i n ? 

A. Benson and M o n t i n . 

Q. L o o k i n g a t E x h i b i t 2-A, what i s t h a t 

e x h i b i t ? 

A. E x h i b i t 2-A i s a copy o f an o i l and gas 

l e a s e d a t e d A p r i l 2 1 , 1951, between B. E. D u s t i n 

and h i s w i f e , and L o u i e D u s t i n , i n f a v o r o f 

A l b e r t R. G r e e r , and i t p u r p o r t s t o c o v e r t h e 
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m i n e r a l i n t e r e s t i n a 15 - a c r e t r a c t l o c a t e d i n 

t h e n o r t h e a s t q u a r t e r o f S e c t i o n 23. 

Q. Does E x h i b i t 2-A a l s o c o n t a i n 

a s s i g n m e n t s o f t h a t l e a s e ? 

A. Yes, i t does. I t c o n t a i n s an 

a s s i g n m e n t f r o m A l b e r t R. Greer and h i s w i f e t o 

E a r l Benson and W i l l i a m V. M o n t i n , and t h a t ' s 

d a t e d J a n u a r y 24, 1952. 

F o l l o w i n g t h a t i s an a s s i g n m e n t f r o m 

E a r l Benson and h i s w i f e and W i l l i a m M o n t i n and 

h i s w i f e , t o L o c k e - T a y l o r D r i l l i n g Company. 

Q. I s i t y o u r u n d e r s t a n d i n g t h a t t h a t 

l e a s e was c o m m i t t e d t o t h e GCU? 

A. Yes, s i r . 

Q. Now, i s i t a l s o y o u r u n d e r s t a n d i n g t h a t 

a t one t i m e Benson and M o n t i n asked t h e U.S.G.S. 

how t o w i t h d r a w t h e Zimmerman l e a s e f r o m t h e GCU? 

A. Yes, s i r , I remember h a v i n g r e a d a 

l e t t e r t h a t was d r a f t e d and s e n t t o t h e BLM, or 

th e U.S.G.S. i n t h i s case. I t was d a t e d November 

8, 1952 . 

Q. To y o u r k n o w l e d g e , was w i t h d r a w a l e v e r 

a c c o m p l i s h e d ? 

A. No, s i r . 

Q. Now, t h i s became a main i s s u e i n t h e s e 
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c o m p u l s o r y p o o l i n g s i n t h e l a w s u i t , d i d n ' t i t , 

Mr. R e i n h a r d t ? 

A. Oh, y e s . 

Q. Would you p l e a s e r e f e r t o BHP E x h i b i t 

4-A, d e s c r i b e what i t i s f o r t h e Examiner and 

t e l l us how t h a t came a b o u t . 

A. C e r t a i n l y . 4-A i s a l e t t e r f r o m t h e 

De p a r t m e n t o f I n t e r i o r , Bureau o f Land 

Management, a d d r e s s e d t o BHP P e t r o l e u m . I t ' s a 

l e t t e r w r i t t e n i n r e s p o n s e t o a t e l e p h o n e i n q u i r y 

f r o m BHP as t o t h e s t a t u s o f t h e Zimmerman l e a s e 

and w h e t h e r o r n o t - - a c t u a l l y , I s h o u l d say t h e 

s t a t u s o f T r a c t 102 t o t h e u n i t , and w h e t h e r or 

n o t t h a t t r a c t was c o m m i t t e d . 

And t h e BLM r e s p o n d e d w i t h t h i s l e t t e r 

o f F e b r u a r y 12, 1992, a d v i s i n g t h a t a c c o r d i n g t o 

t h e i r r e c o r d s , T r a c t 102 i s c o m m i t t e d t o t h e 

u n i t . 

Q. Now, you r e f e r t o T r a c t 102. Does 

T r a c t 102 and t h e Zimmerman l e a s e c o v e r t h e same 

l a n d ? 

A. Yes, s i r . The Zimmerman l e a s e c o v e r s 

t h e same l a n d s as d e s c r i b e d i n T r a c t 102. 

Q. Now, r e f e r r i n g t o E x h i b i t 4 - - w e l l , I ' l l 

t a k e a s t e p back. R e g a r d i n g t h e Zimmerman l e a s e , 
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T r a c t 102, d i d t h e r o y a l t y i n t e r e s t owners e v e r 

e x e c u t e t h e GCU? 

A. No, s i r . The r o y a l t y owners n e v e r 

c o m m i t t e d t h e i r r o y a l t y i n t e r e s t s t o t h e U n i t 

Agreement. 

Q. Now, r e f e r r i n g t o E x h i b i t 4, even 

t h o u g h t h e r o y a l t y i n t e r e s t owners d i d n o t s i g n 

t h e U n i t Agreement, i s u n i t d r i l l i n g s t i l l 

p e r m i s s i b l e on a t r a c t l i k e t h a t ? 

A. Yes, s i r . 

Q. And what i s E x h i b i t 4? 

A. J u s t a second. E x h i b i t 4 i s a copy, 

f i r s t , o f a c o v e r memo f r o m t h e BLM t o BHP. 

A t t a c h e d t o t h i s c o v e r memo was a page 

o u t o f t h e Bureau o f Land Management U n i t 

Handbook, as t h e y c a l l i t , and i t d e s c r i b e s i n 

h e r e d i f f e r e n t c a t e g o r i e s o f commitment s t a t u s . 

Among t h e s e t y p e s o f commitment i s one l a b e l e d 

" P a r t i a l l y C o m m itted" o r "PC," and a p a r t i a l l y 

c o m m i t t e d t r a c t i n d i c a t e s t h a t t h e l e s s o r o r t h e 

m i n e r a l i n t e r e s t owner has n o t s i g n e d b u t t h e 

l e s s e e and w o r k i n g i n t e r e s t owner has c o m m i t t e d 

i t s i n t e r e s t t o t h e u n i t . 

And i t goes on down f u r t h e r i n t h e 

d e f i n i t i o n and i t s t a t e s i n h e r e t h a t u n i t i z e d 
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d r i l l i n g i s p e r m i s s i b l e on a p a r t i a l l y c o m m i t t e d 

t r a c t . 

Q. Mr. R e i n h a r d t , p l e a s e r e f e r t o E x h i b i t s 

4-B and 4-C. 

A. 4-B i s a copy o f a r e v i s e d E x h i b i t B t o 

t h e G a l l e g o s Canyon U n i t Agreement. And i t 

d e s c r i b e s v a r i o u s t r a c t s t h a t a r e c o m m i t t e d t o 

t h e u n i t , i n c l u d i n g T r a c t 102. That w o u l d be on 

e x h i b i t page 19, l a b e l e d T r a c t 102. 

I t d e s c r i b e s t h e a c r e a g e c o v e r e d by t h e 

l e a s e , t h e number o f a c r e s c o m m i t t e d t o t h e u n i t , 

and t h e number o f a c r e s i n t h e u n i t a r e a , t h o s e 

b e i n g 133 a c r e s . 

Q. And t h a t was E x h i b i t 4-B? 

A. Yes, s i r . 

Q. And what i s t h e d a t e o f t h a t e x h i b i t ? 

A. That e x h i b i t i s d a t e d e f f e c t i v e , I 

b e l i e v e i t ' s A p r i l 1, 1960. I t ' s n o t 

p a r t i c u l a r l y l e g i b l e , b u t i t i s a d a t e i n 1960. 

Q. Now a l s o , what i s E x h i b i t 4-C? 

A. 4-C i s a copy o f a n o t h e r r e v i s e d 

E x h i b i t B t o t h e U n i t Agreement. I c a n n o t make 

o u t t h e d a t e on t h i s c opy, b u t i t a l s o d e s c r i b e s , 

on t h e second page o f t h i s copy, T r a c t 102, and 

i n d i c a t e s i n h e r e t h e r e b e i n g 133 a c r e s i n t h e 
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u n i t a r e a . 

Q. Now, r e f e r r i n g back t o E x h i b i t 4-B and 

l o o k i n g a t t h e t h i r d page o f t h a t e x h i b i t , i t 

a l s o r e f e r s t o T r a c t 104. I s t h a t t h e l e a s e t h a t 

we s u b m i t t e d as E x h i b i t 2-A? 

A. Yes, s i r , t h a t i s t h e D u s t i n l e a s e . 

Q. What does i t i n d i c a t e r e g a r d i n g 

commitment t o t h e u n i t ? 

A. I t i n d i c a t e s t h e r e a l s o t h a t t h e r e a r e 

15 a c r e s i n t h e u n i t a r e a and 15 a c r e s c o m m i t t e d 

t o t h e u n i t . 

Q. One t h i n g on E x h i b i t 4-B a g a i n , Mr. 

R e i n h a r d t , r e g a r d i n g T r a c t 102, t h i s e x h i b i t 

shows L o c k e - T a y l o r D r i l l i n g Company as ow n i n g an 

i n t e r e s t i n T r a c t 102, d o e s n ' t i t ? 

A. Yes, i t does, as w e l l as T r a c t 104. 

Q. Now, I'm s u r e Mr. T u l l y w i l l have a few 

q u e s t i o n s f o r you ab o u t t h a t , b u t d i d you r e l y on 

t h e o w n e r s h i p , as s e t f o r t h on t h e s e e x h i b i t s , i n 

d r a w i n g y o u r o r i g i n a l ? 

A. I was n o t w i l l i n g t o m y s e l f . 

G e n e r a l l y , when we l o o k t h r o u g h t h e s e 30- t o 

4 0 - y e a r - o l d e x h i b i t s , we t e n d t o f i n d a number o f 

p a r t i e s who have s i n c e e i t h e r s o l d t h e i r i n t e r e s t 

or had t h e i r i n t e r e s t merged w i t h someone e l s e . 
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I t e n d e d n o t t o p u t any r e l i a n c e on t h e s e a n c i e n t 

e x h i b i t s . 

Q. As f a r as l e a s e o w n e r s h i p ? 

A. As f a r as l e a s e o w n e r s h i p , y e s . I t 

j u s t so happens i n t h i s c ase, w i t h r e g a r d t o 

L o c k e - T a y l o r ' s i n t e r e s t , i t happened t o be 

c o r r e c t as we l a t e r l e a r n e d . 

Q. Now, Mr. R e i n h a r d t , p l e a s e r e f e r t o 

E x h i b i t 5, and j u s t b r i e f l y i d e n t i f y i t f o r t h e 

Commission. 

A. E x h i b i t 5 was s u b m i t t e d as a package o f 

c o r r e s p o n d e n c e between m y s e l f and Mrs. Locke's 

a t t o r n e y . 

Q. D i d you t e s t i f y a b o u t t h i s i n more 

d e t a i l a t t h e Examiner H e a r i n g ? 

A. Yes, s i r . 

Q. Now, what was BHP's f i n a l o f f e r t o Mrs. 

Locke? 

A. W e l l , t h e f i n a l p i e c e o f c o r r e s p o n d e n c e 

f r o m BHP was a l e t t e r d a t e d May 29, 1991, 

a d d r e s s e d t o Mrs. Locke's a t t o r n e y . That l e t t e r , 

among o t h e r t h i n g s , r e s t a t e d o ur e a r l i e r o f f e r t o 

p u r c h a s e Mrs. Locke's l e a s e h o l d i n t e r e s t i n t h e 

n o r t h h a l f o f S e c t i o n 23 f o r t h e sum o f $450 per 

n e t a c r e , w i t h h e r r e s e r v i n g a 7-1/2 p e r c e n t 
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o v e r r i d i n g r o y a l t y . 

Q. Was t h i s f o r a l l o f her i n t e r e s t s ? 

A. A c t u a l l y , t h i s was j u s t f o r h er 

F r u i t l a n d Coal r i g h t s . The P i c t u r e d C l i f f s and 

t h e F r u i t l a n d Sandstone r i g h t s w o u l d have 

r e m a i n e d i n Mrs. Locke. 

Q. And t h i s c o r r e s p o n d e n c e and y o u r 

d i s c u s s i o n s w i t h Mrs. Locke o r h e r 

r e p r e s e n t a t i v e s c o n t i n u e d f o r a number o f months, 

d i d i t n o t ? 

A. Yes. I t c o n t i n u e d f r o m e a r l y December 

u n t i l t h i s l a s t l e t t e r o f May 29, 1991. 

Q. Mr. R e i n h a r d t , p l e a s e r e f e r t o E x h i b i t s 

6 and 6-A, and i d e n t i f y them f o r t h e Commission. 

A. E x h i b i t 6 i s a copy o f an AFE. I t was 

p r e p a r e d by BHP p e r s o n n e l . I t s e t s o u t t h e 

e s t i m a t e d c o s t t o d r i l l and c o m p l e t e - -

Q. Which w e l l i s t h i s f o r ? 

A. - - t h e GCU 390. 

Q. Which i s i n t h e s o u t h w e s t q u a r t e r ? 

A. Yes, s i r , i t ' s i n t h e s o u t h w e s t 

q u a r t e r . 

E x h i b i t 6-A i s a s c h e d u l e o f a c t u a l 

c o s t s i n c u r r e d t o d a t e f o r t h e d r i l l i n g o f t h e 

G a l l e g o s Canyon U n i t 390 w e l l , and i t i n d i c a t e s 
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i n h e r e t h a t BHP i s p r e s e n t l y a p p r o x i m a t e l y 

$12,000 o v e r AFE. 

Q. And t h a t w o u l d be j u s t f o r t h e d r i l l i n g 

c o s t s , w o u l d i t n o t ? 

A. The d r i l l i n g and t h e c o s t t o d r i l l and 

case t h e we 1 1 . 

Q. C o m p l e t i o n a c t i v i t i e s have n o t been 

u n d e r t a k e n on t h e w e l l y e t , have t h e y ? 

A. No, s i r . 

Q. Now, Mr. R e i n h a r d t , l o o k a t E x h i b i t s 7 

and 7-A? 

A. 7 and 7-A, l i k e w i s e , E x h i b i t 7 i s a 

copy o f t h e BHP's AFE f o r t h e G a l l e g o s Canyon 

U n i t 391 w e l l , E x h i b i t 7-A i s a n o t h e r c o s t d e t a i l 

f o r t h a t w e l l i n d i c a t i n g t h e moneys s p e n t t o d a t e 

t o d r i l l and case t h e w e l l , and BHP i s 

a p p r o x i m a t e l y $30,000 o v e r AFE. 

Q. F i n a l l y , Mr. R e i n h a r d t , what i s E x h i b i t 

8? 

A. E x h i b i t 8 i s a p l e a d i n g f r o m a c o u r t 

a c t i o n , and i n c l u d e d i n t h a t on page 2 i s a 

s t a t e m e n t i n d i c a t i n g t h a t Mrs. Locke had no p l a n s 

t o d r i l l a F r u i t l a n d C oal w e l l i n t h e n o r t h h a l f . 

Q. Were E x h i b i t s 1 t h r o u g h 8 p r e p a r e d by 

you o r c o m p i l e d f r o m company r e c o r d s ? 
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A. Yes, s i r . 

Q. I n y o u r o p i n i o n , i s t h e g r a n t i n g o f 

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

c o n s e r v a t i o n , t h e p r e v e n t i o n o f w a s t e , and t h e 

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

A. Yes, s i r . 

MR. BRUCE: Mr. Chairman, I move t h e 

a d m i s s i o n o f E x h i b i t s 1 t h r o u g h 8. 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

E x h i b i t s 1 t h r o u g h 8 w i l l be a d m i t t e d i n t o t h e 

r e c o r d . Thank y o u , Mr. B r u c e . 

Mr. T u l l y ? 

EXAMINATION 

BY MR. TULLY: 

Q. Mr. R e i n h a r d t , i f you w o u l d r e f e r t o 

t h e Zimmerman o i l and gas l e a s e . I b e l i e v e i t ' s 

E x h i b i t No. 2-A? Excuse me, No. 2? 

A. Okay. 

Q. T h i s l e a s e i s d a t e d when? 

A. I t says t h e 2 0 t h o f F e b r u a r y , 1947. 

Q. And does t h i s l e a s e have a p o o l i n g 

c l a u s e i n i t ? 

A. No, i t does n o t . 

Q. Do you know what a p o o l i n g c l a u s e i s ? 

A. Yes, I do. 
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Q. What i s a p o o l i n g c l a u s e ? 

A. A p o o l i n g c l a u s e i s a p r o v i s i o n f o u n d 

i n c e r t a i n o i l and gas l e a s e s . I t g i v e s t h e 

m i n e r a l l e s s e e t h e r i g h t t o combine t h e i r p r e s e n t 

o i l and gas l e a s e w i t h o t h e r l e a s e s , t o f o r m a 

p o o l e d u n i t . 

Q. So a t t h e t i m e t h i s l e a s e was e n t e r e d 

i n t o , t h e r e was n o t a p o o l i n g c l a u s e , i s t h a t 

c o r r e c t ? 

A. T h a t ' s r i g h t . 

Q. Would t h a t mean t h a t a w e l l had t o be 

l o c a t e d upon t h e s e l a n d s i n o r d e r t o e x t e n d i t 

p a s t i t s p r i m a r y term? 

A. Yes. 

Q. Do you happen t o know w h e t h e r o r n o t 

C h a r l e s Newbold, o r any o f h i s s u c c e s s o r s , 

d r i l l e d a w e l l on t h e s e l a n d s d u r i n g t h e p r i m a r y 

t e r m o f t h i s l e a s e ? 

A. Yes. The Tycksen w e l l was d r i l l e d i n 

1952. 

Q. The Tycksen w e l l was d r i l l e d i n 1952 by 

who? 

A. L o c k e - T a y l o r , I b e l i e v e . L o c k e - T a y l o r 

D r i l l i n g Company. 

Q. I b e l i e v e you i n d i c a t e d t h a t t h e 
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r o y a l t y i n t e r e s t owners have n e v e r c o m m i t t e d 

t h e i r i n t e r e s t i n t h e G a l l e g o s Canyon U n i t on 

T r a c t 102, i s t h a t c o r r e c t ? 

A. T h a t ' s r i g h t . 

Q. Why d o n ' t we r e f e r now t o t h e U n i t 

Agreement. C o u l d you p l e a s e t e l l us w h i c h 

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

A. The U n i t Agreement i s i n c l u d e d i n 

E x h i b i t 3. 

Q. Now, does y o u r copy o f t h e U n i t 

Agreement c o n t a i n a c o m p l e t e r e c i t a t i o n o f a l l o f 

t h e t e r m s and p r o v i s i o n s o f t h a t U n i t Agreement? 

A. To t h e b e s t o f my knowledge i t does. 

Q. C o u l d you p l e a s e r e f e r t o page 17, 

p a r a g r a p h number 24? 

A. Page 17? Okay. 

Q. Do you have t h e f u l l page 17 i n f r o n t 

o f you? 

A. Yes, I do. 

Q. Now, l e t ' s t a l k a l i t t l e b i t a b o u t 

n o n j o i n d e r t o u n i t s o r s u b s e q u e n t j o i n d e r t o 

u n i t s . 

C o u l d you p l e a s e r e v i e w t h i s p a r a g r a p h 

24 and a d v i s e us how t h i s p a r t i c u l a r p a r a g r a p h 

a f f e c t s t h e n o n j o i n d e r o f t h e r o y a l t y i n t e r e s t 
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owners on t h e Zimmerman l e a s e ? 

A. I'm s o r r y . What was t h e q u e s t i o n 

a g a i n ? What a r e you l o o k i n g f o r ? 

Q. I'm a s k i n g you t o r e v i e w t h i s p a r a g r a p h 

and t e l l me what happens i n t h e e v e n t t h a t t h e 

r o y a l t y i n t e r e s t owners o f t h e Zimmerman t r a c t do 

n o t commit t h e i r i n t e r e s t t o t h e G a l l e g o s Canyon 

U n i t . 
* 

A. W e l l , t h e o n l y t h i n g i n h e r e t h a t I see 

t h a t w o u l d d i r e c t l y p e r t a i n t o t h a t , t h e r e i s a 

p r o v i s i o n i n h e r e , i f I can r e a d i t , i t s a y s , 

" P r i o r t o f i n a l a p p r o v a l h e r e o f , j o i n d e r o f any 

n o n w o r k i n g i n t e r e s t must be accompanied by 

a p p r o p r i a t e j o i n d e r o f t h e owner o f t h e 

c o r r e s p o n d i n g w o r k i n g i n t e r e s t i n o r d e r f o r t h e 

i n t e r e s t t o be e f f e c t i v e l y c o m m i t t e d . " 

I f I c o u l d r e f e r back t o t h i s BLM 

h a n d b o o k — 

Q. No, I d o n ' t want you t o r e f e r t o t h e 

BLM handbook, I want you t o l o o k s p e c i f i c a l l y a t 

t h e t e r m s and p r o v i s i o n s o f t h e U n i t Agreement 

i t s e l f . 

What does t h a t s t a t e i n s o f a r as 

n o n j o i n d e r o r s u b s e q u e n t j o i n d e r t o t h e u n i t ? 

A. N o n j o i n d e r o r s u b s e q u e n t j o i n d e r ? 
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Q. T h a t ' s t h e h e a d i n g on p a r a g r a p h number 

24, o f t h i s p a r a g r a p h . 

A. W e l l , t h e r e ' s a p r o v i s i o n i n h e r e t h a t 

p r o v i d e s f o r w i t h d r a w a l o f t h e t r a c t i f t h e owner 

of any i n t e r e s t i n t h e t r a c t o r u n i t f a i l s o r 

r e f u s e s t o s u b s c r i b e o r c o n s e n t t o t h e agreement. 

Q. Was t h i s done i n t h i s case? 

A. Not t o my kn o w l e d g e . 

Q. D i d n ' t Benson and M o n t i n , on b e h a l f o f 

i t s e l f as u n i t o p e r a t o r , and a l s o on b e h a l f o f 

S t a n o l i n d , i s s u e a l e t t e r d a t e d November 8, 1952, 

r e q u e s t i n g w i t h d r a w a l ? 

A. W e l l , t h e y w r o t e a l e t t e r . 

Q. L e t me hand y o u , so t h a t y o u ' l l have i t 

i n f r o n t o f y o u , what w e ' l l c a l l Locke E x h i b i t A. 

A. I t says h e r e t h a t Benson and M o n t i n 

w o u l d l i k e — 

Q. Do you have t h a t i n y o u r package? I 

d o n ' t remember s e e i n g i t ? 

A. I d o n ' t know. I t was among t h e 

e x h i b i t s you p r o v i d e d Mr. Br u c e . 

Q. Has i t been g i v e n t o you e a r l i e r t o d a y ? 

A. I t was p r o v i d e d t o Mr. Bruce a c o u p l e 

o f weeks ago. 

Q. No. I mean, has i t been g i v e n t o you 
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t o d a y as one o f y o u r e x h i b i t s ? 

A. Not a BHP e x h i b i t . I j u s t happen t o 

have a copy o f i t . 

Q. L e t me go ahead and g i v e you Locke 

E x h i b i t A so t h a t you can r e f e r t o i t , a l l 

r i g h t ? 

MR. TULLY: Mr. B r u c e , do you have a 

copy? 

MR. BRUCE: Yes. 

Q. Now, i s n ' t Locke E x h i b i t A a r e q u e s t by 

Benson and M o n t i n and S t a n o l i n d O i l & Gas t o 

w i t h d r a w T r a c t 102 f r o m t h e G a l l e g o s Canyon U n i t ? 

A. W e l l , on page 2 o f t h e l e t t e r i t 

a d v i s e s h e r e t h a t " A c c o r d i n g l y , we," I assume 

Benson and M o n t i n and p e r h a p s S t a n o l i n d , "we w i s h 

t o f o l l o w Mr. Duncan's s u g g e s t i o n and r e q u e s t 

h e r e w i t h i n s t r u c t i o n s as t o how we may p r o c e e d t o 

remove T r a c t 102." That d o e s n ' t sound l i k e an 

o u t r i g h t r e q u e s t t o me. 

Q. What does t h e v e r y f i r s t s e n t e n c e o f 

E x h i b i t A s t a t e ? 

A. I t s a y s , "Benson and M o n t i n w o u l d l i k e 

t o w i t h d r a w T r a c t 102 f r o m t h e U n i t , " and t h e n i t 

comes down h e r e t o t h e end o f t h e l e t t e r where 

t h e y ' r e a s k i n g f o r i n s t r u c t i o n s on how t o go 
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a b o u t d o i n g t h a t . 

Q. They've i n d i c a t e d t h a t t h e y want t o 

w i t h d r a w , h a v e n ' t t h e y ? 

A. A p p a r e n t l y t h e y ' v e c o n t e m p l a t e d t h e 

i d e a . 

Q. They s p e c i f i c a l l y s t a t e , do t h e y n o t , 

t h e y w o u l d l i k e t o w i t h d r a w T r a c t 102 f r o m t h e 

G a l l e g o s Canyon U n i t ? I t ' s t h e v e r y f i r s t 

s e n t e n c e i n t h i s l e t t e r , i s n ' t i t ? 

A. T h a t ' s what i t r e a d s . 

Q. Thank you. A l l r i g h t , so now l e t ' s go 

back t o p a r a g r a p h 24 a g a i n . Are t h e r e any o t h e r 

p r o v i s i o n s i n h e r e p e r t a i n i n g t o n o n j o i n d e r and 

s u b s e q u e n t j o i n d e r t h a t a f f e c t t h i s s i t u a t i o n 

p e r t a i n i n g t o t h e r o y a l t y i n t e r e s t owners and t h e 

w o r k i n g i n t e r e s t owners o f T r a c t 102? 

A. W e l l , i t p r o v i d e s t h a t any o i l and gas 

i n t e r e s t n o t c o m m i t t e d p r i o r t o s u b m i s s i o n o f t h e 

agreement may t h e r e a f t e r be c o m m i t t e d by 

s u b s c r i b i n g o r c o n s e n t i n g t o t h e agreement i f t h e 

w o r k i n g i n t e r e s t o r owner o f such i n t e r e s t s a l s o 

s u b s c r i b e . 

I t a l s o p r o v i d e s t h a t t h e r i g h t o f 

su b s e q u e n t j o i n d e r by a w o r k i n g i n t e r e s t owner i s 

s u b j e c t t o such r e q u i r e m e n t s o r a p p r o v a l s , i f 
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any, p e r t a i n i n g t o such j o i n d e r s , may be p r o v i d e d 

i n t h e O p e r a t i n g Agreement. 

And t h e n i t goes on t o p r o v i d e t h a t , 

" A f t e r f i n a l a p p r o v a l , j o i n d e r t o t h i s agreement 

o f a n o n w o r k i n g i n t e r e s t owner must be c o n s e n t e d 

i n w r i t i n g by t h e w o r k i n g i n t e r e s t owner h e r e t o 

and r e s p o n s i b l e f o r payment o f any b e n e f i t s t h a t 

may a c c r u e i n b e h a l f o f such n o n w o r k i n g i n t e r e s t 

owner. " 

Q. Okay, Mr. R e i n h a r d t . L e t ' s p u t i t back 

i n o u r mind what t h e p a r t i c u l a r f a c t s and 

c i r c u m s t a n c e s were c o n c e r n i n g T r a c t No. 102. 

T r a c t No. 102 had been c o m m i t t e d t o t h e 

G a l l e g o s Canyon U n i t by t h e w o r k i n g i n t e r e s t 

owner. We t h e n have t h e r o y a l t y i n t e r e s t owner 

who had n o t a g r e e d t o commit t h e i r i n t e r e s t t o 

t h e G a l l e g o s Canyon U n i t . Now, we have f i n a l 

a p p r o v a l o f t h e u n i t and we've g o t t h e w o r k i n g 

i n t e r e s t owner c o m m i t t e d on T r a c t 102, b u t we do 

n o t have t h e r o y a l t y i n t e r e s t owner c o m m i t t e d . 

So l e t ' s l o o k h e r e down a b o u t mid-way 

t h r o u g h and i t s a y s , " A f t e r f i n a l a p p r o v a l 

h e r e o f , " and, o f c o u r s e , t h a t ' s t h e G a l l e g o s 

Canyon U n i t , " j o i n d e r t o t h i s agreement by a 

n o n w o r k i n g i n t e r e s t owner, must be c o n s e n t e d t o 
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i n w r i t i n g by t h e n o n w o r k i n g i n t e r e s t owner." 

Okay. I n t h a t p a r t i c u l a r s i t u a t i o n we 

do n o t have a n o n w o r k i n g i n t e r e s t owner t h a t 1 s 

t r y i n g t o commit i t s e l f t o t h e G a l l e g o s Canyon 

U n i t , so t h e r e f o r e we do n o t have t o s e c u r e t h e 

c o n s e n t o f t h e w o r k i n g i n t e r e s t o wners, i s t h a t 

c o r r e c t ? 

A. Say t h a t a g a i n . 

Q. Okay. The G a l l e g o s Canyon U n i t has 

been a p p r o v e d . 

A. Yeah. 

Q. A l l r i g h t ? We have t h e w o r k i n g 

i n t e r e s t owner c o m m i t t e d . We have t h e r o y a l t y 

i n t e r e s t owner n o t c o m m i t t e d . Under t h i s 

s e n t e n c e r i g h t h e r e i t s a y s , " A f t e r f i n a l 

a p p r o v a l h e r e o f , " and t h a t ' s where we're a t now, 

we've g o t f i n a l a p p r o v a l o f t h e G a l l e g o s Canyon 

U n i t , t h e w o r k i n g i n t e r e s t owners c o m m i t t e d , t h e 

r o y a l t y i n t e r e s t owners n o t , " j o i n d e r t o t h i s 

agreement by," and I'm g o i n g t o say t h e Zimmerman 

r o y a l t y i n t e r e s t owner, because t h e y ' r e a 

n o n w o r k i n g i n t e r e s t owner, "must be c o n s e n t e d t o 

i n w r i t i n g by t h e w o r k i n g i n t e r e s t owner"? 

A. R i g h t . 

Q. Okay. Now, t h a t d i d n ' t o c c u r , d i d i t ? 
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We d i d n o t have t h e r o y a l t y i n t e r e s t owner 

r e q u e s t t o j o i n t h e u n i t , so we d i d n ' t have t o go 

s e c u r e t h e w r i t t e n c o n s e n t o f t h e w o r k i n g 

i n t e r e s t owner, d i d we? 

A. No. To my k n o w l e d g e , t h e r o y a l t y 

i n t e r e s t owner n e v e r came f o r w a r d and o f f e r e d t o 

j o i n . 

Q. Okay. Now, l e t ' s go t o t h e n e x t 

s e n t e n c e . And i t s a y s , " P r i o r t o f i n a l a p p r o v a l 

h e r e o f , j o i n d e r by any owner o f a n o n w o r k i n g 

i n t e r e s t must be accompanied by an a p p r o p r i a t e 

j o i n d e r by t h e owner o f t h e c o r r e s p o n d i n g w o r k i n g 

i n t e r e s t i n o r d e r f o r t h e i n t e r e s t t o be r e g a r d e d 

as e f f e c t i v e l y c o m m i t t e d h e r e t o " ? 

A. R i g h t . 

Q. W e l l , we d o n ' t have t h a t s i t u a t i o n 

h e r e , do we, because we've a l r e a d y g o t f i n a l 

a p p r o v a l ? 

A. " E f f e c t i v e l y c o m m i t t e d " i n d i c a t e s t h a t 

b o t h t h e r o y a l t y and w o r k i n g i n t e r e s t owners have 

c o m m i t t e d t h e i r i n t e r e s t s t o t h e U n i t Agreement. 

Q. So t h e n i t w o u l d be e f f e c t i v e l y 

c o m m i t t e d , because you have b o t h t h e r o y a l t y 

i n t e r e s t owner and t h e w o r k i n g i n t e r e s t owner, 

c o r r e c t ? 
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A. W e l l , e f f e c t i v e l y c o m m i t t e d as d e f i n e d 

i n t h e BLM— 

Q. No, no, we're l o o k i n g h e r e - -

MR. BRUCE: I'm g o i n g t o o b j e c t t o 

t h i s . The document speaks f o r i t s e l f ; and, 

f r a n k l y , " e f f e c t i v e l y c o m m i t t e d " i s t a l k i n g a b o u t 

t h e r o y a l t y i n t e r e s t . We're n o t t a l k i n g a b o u t 

t h e r o y a l t y i n t e r e s t h e r e t o d a y . We want t o know 

i f t h e w o r k i n g i n t e r e s t i s c o m m i t t e d . 

Mr. R e i n h a r d t , i f t h e Commission so 

d e s i r e s , can go ahead and t e s t i f y , b u t I t h i n k 

t h e document speaks f o r i t s e l f . And by t h e c l e a r 

l a n g u a g e o f t h e document, t h e y ' r e t a l k i n g about 

e f f e c t i v e l y c o m m i t t i n g t h e r o y a l t y i n t e r e s t . 

They a r e n o t t a l k i n g a b o u t c o m m i t t i n g t h e w o r k i n g 

i n t e r e s t . 

CHAIRMAN LEMAY: What p o i n t a r e you 

t r y i n g t o make, Mr. T u l l y ? 

MR. TULLY: We're g o i n g t o t h e n e x t 

s e n t e n c e and t h e n w e ' l l t i e i t a l l t o g e t h e r . 

What I'm t r y i n g t o do i s s h o w i n g t h a t under t h e 

e x p r e s s t e r m s and p r o v i s i o n s o f t h i s O p e r a t i n g 

Agreement, t h e r e has n o t been an e f f e c t i v e 

agreement o f T r a c t 102 t o t h e G a l l e g o s Canyon 

U n i t under t h e s e p a r t i c u l a r c i r c u m s t a n c e s . 
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CHAIRMAN LEMAY: You may p r o c e e d i f you 

can t i e t h a t t o g e t h e r . 

MR. TULLY: Okay. 

Q. (BY MR. TULLY) Now, we d o n ' t have a 

s i t u a t i o n p r i o r t o f i n a l a p p r o v a l h e r e o f , because 

we have now f i n a l a p p r o v a l , c o r r e c t ? and we d o n ' t 

have a j o i n d e r o f t h e r o y a l t y i n t e r e s t owner 

t h a t ' s b e i n g r e q u e s t e d , do we? 

A. The r o y a l t y owner has n o t j o i n e d — d i d 

n o t j o i n p r i o r t o - - w e l l , has n e v e r j o i n e d t h e 

u n i t . 

Q. Now, l e t ' s go t o t h e l a s t s e n t e n c e h e r e 

on page 17. Now, what does t h a t s t a t e i n s o f a r as 

t h i s p a r t i c u l a r c i r c u m s t a n c e i s concern e d ? 

A. I t s a y s , "A su b s e q u e n t j o i n d e r s h a l l be 

e f f e c t i v e t h e f i r s t day o f t h e month f o l l o w i n g 

t h e f i l i n g w i t h t h e s u p e r v i s o r o f t h e d u l y 

e x e c u t e d c o u n t e r p a r t s o f a l l and any p a p e r s 

n e c e s s a r y t o e s t a b l i s h e f f e c t i v e commitment t o 

any t r a c t t o t h i s a g r e e m e n t , u n l e s s o b j e c t i o n t o 

such j o i n d e r i s d u l y made w i t h i n 60 days by t h e 

d i r e c t o r . " 

Q. Okay. Now, t h i s l a s t s e n t e n c e says 

t h a t i n t h e e v e n t t h a t t h e r o y a l t y i n t e r e s t 

owners s u b s e q u e n t l y want t o j o i n t h i s u n i t , t h e y 
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can do so, and i t w i l l be e f f e c t i v e as o f t h e 

f i r s t day o f t h e month f o l l o w i n g t h e f i l i n g , i s 

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

A. The r o y a l t y owners were a l w a y s f r e e t o 

come f o r w a r d and commit t h e i r i n t e r e s t t o t h e 

U n i t Agreement. 

Q. Okay. But i f t h e Zimmerman r o y a l t y 

i n t e r e s t owners had come f o r w a r d s u b s e q u e n t l y and 

e l e c t e d t o j o i n o r t o commit t h e i r i n t e r e s t t o 

t h e u n i t , t h a t w o u l d be e f f e c t i v e as o f t h e f i r s t 

day o f t h e month f o l l o w i n g t h e f i l i n g , i s t h a t 

c o r r e c t ? 

A. T h a t ' s what i t s a y s . 

Q. But t h e n i t s a y s , " o f a l l o r any p a p e r s 

n e c e s s a r y t o e s t a b l i s h e f f e c t i v e commitment o f 

any t r a c t t o t h i s a g r e e m e n t . " Now, we're n o t 

t a l k i n g j u s t a b o u t s p e c i f i c a l l y t h e r o y a l t y 

i n t e r e s t owners o r t h e w o r k i n g i n t e r e s t owners. 

Now we're t a l k i n g a b o u t w h e t h e r o r n o t t h e r e has 

been an e f f e c t i v e commitment o f t h e t r a c t ? 

A. E f f e c t i v e commitment i s p r e d i c a t e d on 

t h e j o i n d e r o f b o t h t h e r o y a l t y and t h e w o r k i n g 

i n t e r e s t owner. I f t h e r o y a l t y owner does n o t 

w i s h t o j o i n , t h e n t h e t r a c t i s c o n s i d e r e d 

p a r t i a l l y c o m m i t t e d . 
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Q. W a i t a m i n u t e . T h a t ' s n o t what t h i s 

s a y s . I t says i t ' s n o t e f f e c t i v e l y c o m m i t t e d . 

Doesn't say i t ' s f u l l y o r n o t c o m m i t t e d o r 

p a r t i a l l y c o m m i t t e d , i t says i t i s e f f e c t i v e l y 

commi 11ed. 

So, under t h e s e c i r c u m s t a n c e s , i s n ' t 

t h e l a n g u a g e f a i r l y c l e a r h e r e , t h a t as a r e s u l t 

o f t h i s l a s t s e n t e n c e i n h e r e , s i n c e t h e r e was no 

su b s e q u e n t j o i n d e r by t h e r o y a l t y i n t e r e s t owner 

a f t e r t h e r e ' s been a p p r o v a l , t h a t t h e r e has n o t 

been e s t a b l i s h e d an e f f e c t i v e commitment o f T r a c t 

102 t o t h i s agreement? 

A. No, i t ' s n o t been e f f e c t i v e l y c o m m i t t e d 

as d e f i n e d by BLM. 

Q. Doesn't t h i s a l s o say t h a t s i n c e t h e 

owner o f t h e n o n w o r k i n g i n t e r e s t owner, a f t e r t h e 

f i n a l a p p r o v a l , s i n c e t h e y n e v e r s u b s e q u e n t l y 

j o i n e d , t h e r e f o r e has been no e f f e c t i v e 

commitment o f T r a c t 102? 

A. Not e f f e c t i v e commitment as d e f i n e d by 

BLM . 

Q. No, I'm n o t a s k i n g f o r t h e BLM 

d e f i n i t i o n , I'm a s k i n g f o r - -

A. W e l l , t h a t ' s w h a t ' s p e r t i n e n t . 

Q. I'm a s k i n g you what t h i s agreement 
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s a y s . Does t h e l a n g u a g e i n t h i s agreement s ay--

A. T h a t ' s a l l i t s a y s . 

Q. I s t h a t what i t says? 

A. T h a t ' s a l l i t s a y s . 

Q. Okay. A l l r i g h t . So now we've g o t 

p o s s i b l y t w o — b e a r w i t h me here--we have p r o b a b l y 

two i n t e r p r e t a t i o n s o f t h i s p a r a g r a p h . We have 

one i n t e r p r e t a t i o n , and t h a t i s t h a t under t h e 

e x p r e s s t e r m s o f t h e p r o v i s i o n s by a n o n j o i n d e r 

o f t h e r o y a l t y i n t e r e s t owner, and t h e r e ' s been 

no s u b s e q u e n t j o i n d e r , t h e r e f o r e T r a c t 102 has 

n o t been e f f e c t i v e l y c o m m i t t e d t o t h e u n i t , i s n ' t 

t h a t c o r r e c t ? I s n ' t t h a t one p o s s i b l e 

i n t e r p r e t a t i o n ? 

A. W e l l , as t h e t e r m was used by BLM. 

Q. No, I'm n o t a s k i n g a b o u t BLM. Was BLM 

even i n e x i s t e n c e i n 1951? 

MR. BRUCE: I o b j e c t t o t h i s . T h e y ' r e 

j u s t a r g u i n g back and f o r t h . 

CHAIRMAN LEMAY: I t h i n k he answered 

t h e q u e s t i o n . I d o n ' t see what y o u ' r e t r y i n g t o 

g e t a t , Mr. T u l l y . 

MR. TULLY: Okay. What I'm t r y i n g t o 

do i s e i t h e r t h e e x p r e s s t e r m s and p r o v i s i o n s o f 

t h i s agreement show t h a t T r a c t 102 has n o t been 
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e f f e c t i v e l y c o m m i t t e d h e r e , o r t h e r e ' s a m b i g u i t y 

i n t h e s e t e r m s and t h e p r o v i s i o n s h e r e t h a t a r e 

g o i n g t o r e q u i r e a l e g a l i n t e r p r e t a t i o n on what 

t h i s means. 

CHAIRMAN LEMAY: He may have a w i t n e s s 

t h a t m i g h t t e s t i f y t o t h a t . T h i s w i t n e s s has 

e f f e c t i v e l y , e f f e c t i v e l y a d d r e s s e d y o u r q u e s t i o n . 

Q. L e t ' s go ahead and go now t o t h o s e BLM 

g u i d e l i n e s and r u l e s and r e g u l a t i o n s . What 

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

A. We11, i t i s - -

MR. STOVALL: "4," d i d you say, Mr. 

Bruce? 

A. I t was E x h i b i t 4, and a t t a c h e d t o t h a t 

E x h i b i t 4 was a page f r o m t h e Bureau o f Land 

Management U n i t Handbook. 

Q. Okay. So, t h e Bureau o f Land 

Management Handbook. What was t h e e f f e c t i v e d a t e 

o f t h i s handbook? 

A. I don 1 t know. 

Q. Okay. W e l l , do you know i f i t was 

r e c e n t l y o r do you know i f i t was i n e f f e c t i n 

1951? 

A. I d o n ' t know. 

Q. So, b a s i c a l l y , E x h i b i t No. 4 i s 
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g u i d e l i n e s e s t a b l i s h e d by t h e Bureau o f Land 

Management, and you do n o t know i f t h e y were 

e f f e c t i v e a t t h e t i m e t h a t t h e U n i t Agreement was 

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

A. T h a t ' s c o r r e c t . 

Q. Now, was t h e Bureau o f Land Management 

i n e f f e c t when t h i s G a l l e g o s Canyon U n i t was 

e s t a b l i s h e d ? 

A. I d o n ' t b e l i e v e i t was. 

Q. Okay. Who was t h e r e g u l a t o r y agency 

f o r t h e f e d e r a l government i n s o f a r as o v e r s e e i n g 

t h e G a l l e g o s Canyon U n i t when i t was e s t a b l i s h e d ? 

A. A p p a r e n t l y t h e U.S.G.S. 

Q . Okay. Now, do you have any g u i d e l i n e s 

or r u l e s and r e g u l a t i o n s p e r t a i n i n g t o t h e s e t y p e 

o f d e f i n i t i o n s a t t h e t i m e t h a t t h e U n i t 

Agreement was e n t e r e d i n t o ? 

A. No, I d o n ' t . 

Q. So t h e s e were s u b s e q u e n t l y ? Would t h a t 

be a f a i r s t a t e m e n t ? Or you j u s t d o n ' t know? 

A. I'm s u r e t h e handbook was p r i n t e d 

a f t e r w a r d s . I d o n ' t know t h a t t h e y ' r e n o t 

e f f e c t i v e . 

Q. But you d o n ' t know f o r s u r e t h a t t h e s e 

p a r t i c u l a r g u i d e l i n e s were i n e f f e c t as o f t h e 
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t i m e t h a t t h e G a l l e g o s Canyon U n i t was 

e s t a b l i s h e d , do you? 

A . Not w i t h c e r t a i n t y . 

Q. Yes o r no. You j u s t d o n ' t know o r yes 

or no? 

A . I s a i d , i t Not w i t h c e r t a i n t y . II 

Okay . Would i t be a f a i r s t a t e m e n t t o 

s t a y t h a t t h e U.S. G e o l o g i c a l Survey was t h e 

U n i t e d S t a t e s g o v e r n m e n t a l e n t i t y t h a t had t h e 

r e g u l a t o r y a u t h o r i t y o v e r t h e G a l l e g o s Canyon 

U n i t when i t was e s t a b l i s h e d ? Would you a g r e e 

w i t h t h a t ? 

A. Yes. 

Q. I am now g o i n g t o hand you what we w i l l 

c a l l Locke E x h i b i t B. Would you p l e a s e i d e n t i f y 

Locke E x h i b i t B? 

A. I t ' s a memo, o f f i c e memorandum, says 

U n i t e d S t a t e s Government, f r o m a d i s t r i c t 

e n g i n e e r i n F a r m i n g t o n t o an o i l and gas 

s u p e r v i s o r i n R o s w e l l . The s u b j e c t o f i t i s two 

u n i t s , and t h e n , i n a h y p h e n a t e d p h r a s e i t s a y s , 

" O f f s e t and n o n u n i t w e l l s w i t h i n u n i t a r e a s . " 

p l a t s , " and t h e r e ' s a p l a t a t t a c h e d , "show w e l l s 

o f f s e t t i n g t h e s u b j e c t u n i t s w i t h t h e measured 

Then i t goes on t o s t a t e t h a t " A t t a c h e d 
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p r o d u c t i o n o f t h e w e l l s . The a t t a c h e d l i s t g i v e s 

t h e o p e r a t o r w e l l name and number, l o c a t i o n t i e 

i n and f i r s t d e l i v e r y d a t e . 

Q. Down a t t h e b o t t o m i t says 

" e n c l o s u r e s , " and what i s t h a t ? 

A. I t s a y s , " A t t a c h e d l i s t o f u n i t s , and 

i t s t a t e s a c o u p l e o f u n i t numbers, and i n 

p a r e n t h e s e s i t says " n o n u n i t w e l l s . " 

Q. I t says " n o n u n i t w e l l s . " Now, i s t h e 

a t t a c h e d l i s t o f u n i t s , I - S e c t i o n No. 844, does 

t h a t r e f e r t o t h e G a l l e g o s Canyon U n i t up i n t h e 

s u b j e c t h e a d i n g c a t e g o r y ? 

A. Yes. 

Q. L e t ' s go t o t h e second page o f t h i s 

memorandum. Now, do you see under t h e column 

o p e r a t o r , w h e t h e r o r n o t Locke and T a y l o r a r e 

l i s t e d ? 

A. T h e y ' r e l i s t e d t w i c e , as o p e r a t o r s o f 

two w e l l s , one o f w h i c h was n o t p r o d u c i n g , one o f 

w h i c h was. And i t g i v e s t h e l o c a t i o n o f t h o s e 

w e l l s . 

Q. Okay. Now, was one o f t h e s e w e l l s t h e 

Tycksen No. 1 w e l l ? 

A. Yes. 

Q. I s t h a t one o f t h e w e l l s we're t a l k i n g 
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a b o u t h e r e t o d a y ? 

A. Yes. 

Q. And d o e s n ' t t h e c o v e r page o f t h i s 

i n d i c a t e t h a t t h e U n i t e d S t a t e s G e o l o g i c a l Survey 

s t a t e s t h a t t h i s i s e i t h e r an o f f s e t o r a n o n u n i t 

w e l l w i t h i n a u n i t a rea? 

A. W e l l , i t s t a t e s t h a t t h e w e l l s a r e 

w e l l s o f f s e t t i n g t h e u n i t s . 

Q. I t says o f f - -

A. But t h e n up i n t h e s u b j e c t l i n e i t says 

" o f f s e t and n o n u n i t w e l l s . " 

Q. But under t h e e n c l o s u r e t h i n g i t says 

n o n u n i t w e l l s , and i n t h e f i r s t s e n t e n c e says 

" w e l l s o f f s e t t i n g t h e s u b j e c t u n i t , " i s t h a t 

c o r r e c t ? 

A. Okay. 

Q. Now, l e t me ask you one o t h e r q u e s t i o n , 

and t h a t i s : Are you f a m i l i a r w i t h t h e Faust No. 

1 w e l l t h a t ' s o p e r a t e d by L o c k e - T a y l o r ? 

A. Yes. 

Q. Do you happen t o know w h e t h e r t h e Fa u s t 

No. 1 w e l l i s l o c a t e d w i t h i n t h e u n i t b o u n d a r i e s 

o f t h e G a l l e g o s Canyon U n i t ? 

A. I t ' s w i t h i n t h e expanded o u t l i n e o f t h e 

u n i t . 
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Q. Do you happen t o know what t r a c t number 

t h e F a u s t No. 1 w e l l i s ? 

A . No . 

Q. Are you t h e s u b - o p e r a t o r f r o m t h e 

s u r f a c e t o t h e base o f t h e P i c t u r e d C l i f f s 

F o r m a t i o n o f t h e G a l l e g o s Canyon U n i t ? 

A. BHP i s . 

Q. BHP i s . I'm s o r r y . I s t h a t c o r r e c t , 

y o u r company i s t h e s u b - o p e r a t o r ? 

A. Yes. 

Q. Are you aware t h a t T r a c t No. 102 o f t h e 

G a l l e g o s Canyon U n i t encompasses t h e l a n d s o f t h e 

Fa u s t No. 1 w e l l ? 

A. No. The F a u s t No. 1 w e l l i s i n a n o t h e r 

t o w n s h i p t h a n f r o m where T r a c t 102 i s l o c a t e d . 

Q. Okay, b u t a r e you aware t h a t 

L o c k e - T a y l o r o p e r a t e s t h e Fa u s t No. 1 w e l l w i t h i n 

t h e u n i t b o u n d a r i e s o f t h e G a l l e g o s Canyon U n i t 

and t h a t t h a t ' s l o c a t e d on T r a c t #162 o f t h e 

G a l l e g o s Canyon U n i t ? 

A. I know t h e F a u s t w e l l i s l o c a t e d w i t h i n 

t h e p r e s e n t u n i t b o u n d a r y f o r a G a l l e g o s Canyon 

U n i t . I d i d n ' t know what t h e t r a c t number i s . 

Q. But know i t ' s o p e r a t e d by L o c k e - T a y l o r ? 

A. A p p a r e n t l y i t i s . 
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Q. L e t ' s go t o t h e l a s t page o f E x h i b i t 

B. I f you w o u l d l o o k up, and h o p e f u l l y you can 

r e a d i t , i n S e c t i o n 23, i t l o o k s l i k e t h e r e ' s 

some n o t a t i o n s up t h e r e , and what does i t show 

t h e r e ? 

A. T h e r e ' s a gas symbol and i t says 

" F r u i t l a n d w e l l , " and t h e n a d j a c e n t t o t h a t i s a 

s t a t e m e n t a b o u t " n o t a u n i t w e l l . " 

Q. And below t h a t , u n d e r n e a t h t h a t l i t t l e 

s y m b o l , what does i t say? 

A. T h e r e ' s an open c i r c l e . 

Q. I n between t h e open c i r c l e , can you 

r e a d t h a t ? 

A. I can see "370 Mcf." 

Q. Mcf? I s t h a t what i t says? 

A. I guess t h a t ' s an " f . " 

Q. And u n d e r n e a t h t h a t what does i t say? 

A. I t ' s an open c i r c l e . 

Q. What does t h a t s t a n d f o r ? 

A. I c a n ' t r e a d t h a t . A d j a c e n t t o i t i t 

says t h e word F a r m i n g t o n . 

Q. Can you r e a d t h e r e s t ? 

A. I t s a y s , "Not a u n i t w e l l . " 

Q. So t h e U.S.G.S., i n s o f a r as t h i s 

e x h i b i t i s c o n c e r n e d , w o u l d i t be a f a i r 
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s t a t e m e n t t o say t h a t t h e Tycksen No. 1 w e l l i s a 

w e l l t h a t e i t h e r o f f s e t s t h e G a l l e g o s Canyon U n i t 

o r i t ' s a n o n u n i t w e l l ? Would t h a t be a f a i r 

s t a t e m e n t ? 

A. I t w o u l d appear t h a t way. 

Q. I t w o u l d appear t h a t way o r i s t h a t 

what i t s t a t e s ? 

A. I t says t h e r e , "Not a u n i t w e l l . " 

Q. I t speaks f o r i t s e l f , d o e s n ' t i t ? 

A. W e l l , i t speaks f o r i t s e l f i f you have 

an u n d e r s t a n d i n g o f what BLM or t h e U.S.G.S. 

c o n s i d e r s a u n i t w e l l , w h i c h i t d o e s n ' t s t a t e . 

Q. Now, do you happen t o have a copy o f 

t h e a s s i g n m e n t f r o m Benson and M o n t i n and 

S t a n o l i n d t o L l o y d Locke and L l o y d T a y l o r , i n 

y o u r e x h i b i t s ? I b e l i e v e i t ' s p a r t o f E x h i b i t 

No. 2. Do you f i n d i t ? L e t me see i f I can h e l p 

you o u t h e r e . 

CHAIRMAN LEMAY: W h i l e y o u ' r e l o o k i n g 

w e ' l l t a k e a m i n u t e b r e a k . Go ahead and a p p r o a c h 

t h e w i t n e s s . 

[ D i s c u s s i o n o f f t h e r e c o r d . ] 

Q. (BY MR. TULLY) Were you a b l e t o f i n d 

t h e a s s i g n m e n t f r o m Benson and M o n t i n and 

S t a n o l i n d t o L l o y d Locke and L l o y d T a y l o r ? 
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A. I have a copy. 

Q. I s i t a f u l l copy, can you t e l l ? 

A. I t ' s n o t marked as an e x h i b i t . 

Q . I s n ' t i t p a r t o f y o u r package o f 

E x h i b i t 2, though? 

A. L e t me see i f I have i t . 

MR. STOVALL: Mr. T u l l y , t o speed t h i s 

up, w h i c h a s s i g n m e n t a r e you l o o k i n g f o r ? 

MR. TULLY: I t ' s an a s s i g n m e n t f r o m 

Benson and M o n t i n and S t a n o l i n d - -

THE WITNESS: Oh, h e r e i t i s . 

MR. TULLY: I t ' s ab o u t i n t h e m i d d l e o f 

t h e package o f t h e c h a i n o f t i t l e p e r t a i n i n g t o 

t h e Zimmerman l e a s e . 

Q. Now, Mr. R e i n h a r d t , i f you w o u l d p l e a s e 

r e f e r t o page 3, p a r a g r a p h 6? 

A. Page 3? 

Q. Yes. And excuse me w h i l e I a p p r o a c h . 

I t h i n k I l e f t my E x h i b i t 2 up h e r e w i t h y o u . 

CHAIRMAN LEMAY: I s t h e number a t t h e 

t o p o f t h a t page 107-C? 

MR. TULLY: I t ' s 107-B, p a r a g r a p h 6. 

CHAIRMAN LEMAY: "B"? 

Q. Does t h a t b a s i c a l l y s t a t e t h a t t h i s 

a s s i g n m e n t i s s u b j e c t t o t h e t e r m s and c o n d i t i o n s 
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o f t h e Zimmerman l e a s e ? 

A. Yes, i t says so i n t h e f i r s t s e n t e n c e 

o f p a r a g r a p h 6. 

Q. Now, a t t h e t i m e t h a t t h i s a s s i g n m e n t 

was made, had t h e r e been any t y p e o f a p o o l i n g 

p r o v i s i o n added t o t h e Zimmerman l e a s e ? 

A . No . 

Q. A l l r i g h t . R e f e r r i n g now t o page 4, 

ab o u t t h e f i f t h o r s i x t h l i n e down, does t h a t 

i n d i c a t e t h a t Locke and T a y l o r were a c c e p t i n g 

t h i s a s s i g n m e n t w i t h o u t p r e j u d i c e t o t h e i r r i g h t 

t o c o n t e n d t h a t t h e Zimmerman l e a s e i s n o t 

s u b j e c t t o t h e p r o v i s i o n s o f t h e G a l l e g o s Canyon 

U n i t and t h e u n i t a c c o u n t i n g agreement? 

A. The a s s i g n e e s a c c e p t e d t h e a s s i g n m e n t 

w i t h o u t p r e j u d i c e t o t h e i r r i g h t s t o c o n t e n d t h a t 

t h e l e a s e a c r e a g e a s s i g n e d i s a c q u i r e d f r e e o f 

t h e p r o v i s i o n s o f t h e u n i t a c c o u n t i n g agreement, 

b u t i n no e v e n t s a i d l e a s e a c r e a g e s h a l l be f o u n d 

t o be s u b j e c t t o t h e t e r m s o f s a i d agreement. 

A s s i g n e e s a c c e p t s a i d l e a s e s u b j e c t t o a l l t h e 

t e r m s and p r o v i s i o n s o f s a i d agreement. 

Q. Okay. But t h a t b a s i c a l l y s a y s , does i t 

n o t , t h a t L o c k e - T a y l o r c o u l d c h a l l e n g e w h e t h e r o r 

n o t t h i s l e a s e i s c o m m i t t e d t o t h e U n i t 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

60 

Agreement ? 

A. W e l l , a p p a r e n t l y t h e y c o u l d . And i t 

a l s o s t a t e s e a r l i e r i n t h a t p a r a g r a p h t h a t t h e 

a s s i g n o r s h e r e t o f o r e e x e c u t e d t h i s U n i t Agreement 

f o r t h e d e v e l o p m e n t and o p e r a t i o n o f t h e G a l l e g o s 

Canyon U n i t , d a t e d November 1, 1950. 

Q. So i f s u b s e q u e n t l y i t was d e t e r m i n e d 

t h a t t h e t r a c t was n o t c o m m i t t e d t o t h e u n i t , 

t h e n L o c k e - T a y l o r a g r e e d t o be bound by t h e U n i t 

Agreement? I s t h a t what t h a t l a s t p h r a s e p r e t t y 

much i n d i c a t e s ? 

A. Say t h a t a g a i n . 

Q. I f t h e Zimmerman l e a s e i s f o u n d t o be 

c o m m i t t e d t o t h e G a l l e g o s Canyon U n i t , t h e n 

L o c k e - T a y l o r have a g r e e d t o be bound by t h e t e r m s 

and p r o v i s i o n s o f t h e U n i t Agreement? I s t h a t 

what t h a t l a s t p h r a s e p r e t t y much s t a t e s ? 

A. W e l l , i t d o e s n ' t say a n y t h i n g a b o u t i f 

t h e l e a s e i s c o m m i t t e d , i t j u s t says t h a t t h e y 

a c c e p t t h e a s s i g n m e n t w i t h o u t p r e j u d i c e t o 

c o n t e n d t h a t t h e l e a s e i s a s s i g n e d n o t s u b j e c t t o 

t h e a g r e e m e n t . 

Q. A l l r i g h t . L e t ' s go now t o a p o o l i n g 

d e s i g n a t i o n . Do you happen t o have a p o o l i n g 

d e s i g n a t i o n w i t h i n y o u r E x h i b i t 2? 
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Your c o u n s e l has i n d i c a t e d t h a t you do 

n o t have a copy o f t h e P o o l i n g D e s i g n a t i o n i n 

y o u r E x h i b i t 2, so I w i l l hand 'you what w e ' l l 

c a l l Locke E x h i b i t C. 

I n y o u r r e v i e w o f t h i s m a t t e r , Mr. 

R e i n h a r d t , have you had an o p p o r t u n i t y t o r e v i e w 

t h i s P o o l i n g D e s i g n a t i o n ? 

A. I have r e v i e w e d i t . 

Q. I s t h i s P o o l i n g D e s i g n a t i o n a f t e r t h e 

e f f e c t i v e d a t e o f t h e G a l l e g o s Canyon U n i t ? 

A. Yes. 

Q. Okay. Now, does t h i s P o o l i n g 

D e s i g n a t i o n r e c o g n i z e t h a t L o c k e - T a y l o r i s t h e 

owner o f t h e Zimmerman l e a s e f r o m t h e s u r f a c e t o 

t h e base o f t h e P i c t u r e d C l i f f s F o r m a t i o n , as 

w e l l as t h e owner o f some o t h e r l e a s e s ? 

A. Yes. I t s t a t e s t h a t t h e y a r e owners 

and h o l d e r s o f c e r t a i n o i l and gas l e a s e s 

e x e c u t e d by H e l e n and R. J. Zimmerman. 

Q. Now, r e f e r r i n g t o page 3 - - a t t h e t o p o f 

t h a t i t w o u l d be 2 3 - B - - i f you w o u l d r e f e r t o t h a t 

page . 

A. Okay. 

Q. Now, does L o c k e - T a y l o r D r i l l i n g Company 

ag r e e t o u n i t i z e and p o o l t h e n o r t h h a l f o f 
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S e c t i o n 23 f r o m t h e s u r f a c e t o t h e base o f t h e 

P i c t u r e d C l i f f s F o r m a t i o n ? 

A. W e l l , i t s t a t e s h e r e t h a t L l o y d Locke, 

L l o y d T a y l o r , j o i n e d by S t a n o l i n d , and E a r l 

Benson and W i l l i a m M o n t i n and t h e i r w i v e s , have 

e l e c t e d t o p o o l o r u n i t i z e a l l l a n d s embraced i n 

s a i d s e v e r a l r e s p e c t i v e l e a s e s under a 

d r i l l i n g — u n d e r a u n i t i z e d d r i l l i n g u n i t , 

e m b r a c i n g t h e n o r t h h a l f o f S e c t i o n 23 t o c o n f o r m 

w i t h s p a c i n g r u l e s and r e g u l a t i o n s . 

Q. I d o n ' t see t h a t i n t h e r e . I see t h a t 

t h e y have a g r e e d t o one d r i l l i n g u n i t and a c r e a g e 

p o o l f o r t h e p u r p o s e o f o p e r a t i n g and d r i l l i n g , 

p r o d u c i n g and m a r k e t i n g , gas and h y d r o c a r b o n 

s u b s t a n c e f r o m s a i d l a n d s e m b r a c i n g t h e 

a b o v e - m e n t i o n e d l e a s e s , e m b r a c i n g and c o v e r i n g 

a l l o f t h e f o l l o w i n g d e s c r i b e d l a n d s s i t u a t e i n 

San Juan C o u n t y , New M e x i c o , as one d r i l l i n g u n i t 

o r p o o l . 

CHAIRMAN LEMAY: I t h i n k he's r e f e r r i n g 

t o t h e p a r a g r a p h above, C o u n s e l . The end o f t h a t 

s e n t e n c e , t h e p a r a g r a p h above i t , "To c o n f o r m 

w i t h s p a c i n g r u l e s and r e g u l a t i o n s . " 

MR. TULLY: Oh, I see. 

Q. I'm s o r r y . You're l o o k i n g a t t h e 
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"whereas" c l a u s e and I'm l o o k i n g a t t h e "now 

t h e r e f o r e " c l a u s e . 

A. I t s a y s , "Now, T h e r e f o r e , " Locke and 

T a y l o r , and S t a n o l i n d , and Benson and M o n t i n , "by 

t h e s e p r e s e n t s u n i t i z e and p o o l a l l and s i n g u l a r 

t h e l a n d s embraced i n t h e r e s p e c t i v e o i l and gas 

l e a s e s as h e r e i n a b o v e p a r t i c u l a r l y d e s c r i b e d i n 

one d r i l l i n g u n i t and a c r e a g e p o o l , f o r t h e 

p u r p o s e o f o p e r a t i n g and d r i l l i n g , p r o d u c i n g and 

m a r k e t i n g , gas and h y d r o c a r b o n s u b s t a n c e s f r o m 

t h e l a n d s embraced i n t h e a b o v e - m e n t i o n e d l e a s e s 

c o v e r i n g a l l and s i n g u l a r t h e f o l l o w i n g d e s c r i b e d 

l a n d s , and i t d e s c r i b e s t h e n o r t h h a l f o f S e c t i o n 

23 . 

Q. Okay. And t h e n go on t o t h e n e x t 

p a r a g r a p h . I s t h e r e a s u r f a c e l i m i t a t i o n i n s o f a r 

as t h i s p o o l i n g d e s i g n a t i o n i s concern e d ? 

A. I t ' s l i m i t e d . I t embraces and p e r t a i n s 

t o o n l y t h o s e f o r m a t i o n s i n and above t h e 

P i c t u r e d C l i f f s f o r m a t i o n . 

Q. Now, l e t ' s go t o t h e n e x t page and l o o k 

a t t h e t o p p a r a g r a p h t h e r e , and come down ab o u t 

f i v e l i n e s t o t h e p h r a s e , " P r o v i d e d , however." 

I f you w o u l d r e v i e w t h a t , p l e a s e ? 

A. I t says t h a t "The u n i t i z a t i o n s h a l l 
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a p p l y o n l y t o t h e P i c t u r e d C l i f f s f o r m a t i o n and 

o t h e r f o r m a t i o n s o f l e s s e r d e p t h s t h a n t h e 

P i c t u r e d C l i f f s f o r m a t i o n , i n s o f a r as i t p e r t a i n s 

t o t h e l a n d s embraced i n t h e a f o r e s a i d l e a s e s " - -

Q. " A f o r e s a i d l e a s e " o r " l e a s e s " ? 

A. " a f o r e s a i d l e a s e t o s a i d S t a n o l i n d O i l 

& Gas Company, and t h e l a n d s embraced i n s a i d 

l e a s e t o E a r l Benson and W i l l i a m M o n t i n . " 

Q. Now, i s t h a t r e f e r r i n g t o t h e Zimmerman 

l e a s e ? I s t h a t p a r t i c u l a r p h r a s e r e f e r r i n g t o 

t h e Zimmerman l e a s e ? 

A. W e l l , i t says t h e l e a s e t o S t a n o l i n d 

O i l & Gas Company. 

Q. Up i n t h e whereas c l a u s e , as t h e f i r s t 

p a r t o f t h i s , i s t h e Zimmerman l e a s e t h e o n l y 

l e a s e t h a t c o n c e r n s t h e S t a n o l i n d o r t h e Benson 

and M o n t i n l e a s e ? 

A. I b e l i e v e i t r e f e r s back t o t h e - - I 

b e l i e v e i t ' s i n t e n d e d t o r e f e r back t o t h e 

Zimmerman-Dustin l e a s e . 

Q. Thank you. 

A. And as a l l o t h e r l e a s e s . 

Q. Are you aware t h a t t h e r e was an 

amendment t o t h e Zimmerman l e a s e t h a t added a 

p o o l i n g c l a u s e ? 
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A. Yes. 

Q. Do you know a t t h i s p a r t i c u l a r t i m e 

w h e t h e r o r n o t t h a t amendment t o t h e Zimmerman 

o i l and gas l e a s e , t h a t added p o o l i n g c l a u s e , was 

i n e f f e c t a t t h e t i m e t h i s p o o l i n g d e s i g n a t i o n 

was e x e c u t e d by S t a n o l i n d , by Benson and M o n t i n , 

and L o c k e - T a y l o r ? Do you have a copy o f t h e 

amendment t o o i l and gas l e a s e , Mr. R e i n h a r d t ? 

A. L e t me check. 

Q. Your c o u n s e l has i n d i c a t e d t h a t you do 

n o t have a copy o f t h e amendment t o o i l and gas 

l e a s e , so I w i l l hand you what w e ' l l i d e n t i f y as 

Locke E x h i b i t D. 

So t h a t we d o n ' t g e t c o n f u s e d , I ' l l 

mark t h r o u g h a t t h e b o t t o m where i t says E x h i b i t 

F, and i t w i l l now be E x h i b i t D a t t h e t o p o f t h e 

page . 

Now, Mr. R e i n h a r d t , have you had an 

o p p o r t u n i t y t o r e v i e w t h i s Amendment t o O i l and 

Gas Lease, p e r t a i n i n g t o t h i s m a t t e r , b e f o r e 

t o d a y ' s h e a r i n g ? 

A. I have. I have seen i t . 

Q. Now, i f you w i l l r e f e r t o t h a t 

Amendment t o O i l and Gas Lease, w o u l d you p l e a s e 

d e s c r i b e f o r us what t h a t amendment t o O i l and 
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Gas Lease does? 

A. I t amends and s u p p l e m e n t s t h e o i l and 

gas l e a s e d e s c r i b e d t h e r e i n t h e f i r s t p a r a g r a p h , 

t h e H e l e n Zimmerman and R. J. Zimmerman o i l and 

gas l e a s e t o C h a r l e s Newbold. 

Q. And i t adds a p o o l i n g c l a u s e , i s t h a t 

c o r r e c t ? 

A. Yes. 

Q. L e t ' s go back a g a i n t o t h e P o o l i n g 

D e s i g n a t i o n . At t h e t i m e o f e x e c u t i n g t h i s 

P o o l i n g D e s i g n a t i o n by S t a n o l i n d O i l & Gas and by 

Benson and M o n t i n , who was t h e u n i t o p e r a t o r o f 

t h e G a l l e g o s Canyon U n i t ? 

A. I n 19--

Q. 53, 54. Would i t have been e i t h e r 

S t a n o l i n d o r Benson and M o n t i n as t h e u n i t 

o p e r a t o r o f t h e G a l l e g o s Canyon U n i t ? 

A. Yes, one or t h e o t h e r . 

Q. Okay. And w o u l d i t a l s o be t h a t 

S t a n o l i n d and Benson and M o n t i n were 5 0 - p e r c e n t 

w o r k i n g i n t e r e s t owners a t t h a t t i m e , o r each one 

o f them, below t h e base o f t h e P i c t u r e d C l i f f s 

f o r m a t i o n ? because t h e a s s i g n m e n t had a l r e a d y 

been made t o L o c k e - T a y l o r , i s t h a t c o r r e c t ? 

A. Yeah, t h e y w o u l d have a l r e a d y a s s i g n e d 
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t h e i r i n t e r e s t t o Locke and T a y l o r . I t h i n k t h e y 

d i d t h a t i n 1953. 

Q. Now, t h i s p o o l i n g d e s i g n a t i o n 

s p e c i f i c a l l y says t h a t i t ' s a u n i t i z a t i o n t h a t 

a p p l i e s o n l y t o t h e P i c t u r e d C l i f f s f o r m a t i o n and 

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

A . Yes . 

Q. I s t h i s a m o d i f i c a t i o n o r a c h a n g i n g , 

t h e n , by t h e u n i t o p e r a t o r , S t a n o l i n d and or 

Benson and M o n t i n , o f t h e i r i n t e r e s t i n t h e 

G a l l e g o s Canyon U n i t ? 

MR. BRUCE: I w o u l d o b j e c t i n s o f a r as 

i t c a l l s f o r a l e g a l c o n c l u s i o n by t h e w i t n e s s . 

CHAIRMAN LEMAY: I t h i n k t h a t ' s 

c o r r e c t . I t ' s a v e r y t e c h n i c a l i s s u e and i s n o t 

s o m e t h i n g t h i s w i t n e s s w o u l d be q u a l i f i e d t o 

answer. 

MR. TULLY: Thank you. 

Q. Now l e t ' s go t o t h e Amendment t o O i l 

and Gas Lease, Locke E x h i b i t D. L e t ' s l o o k now, 

j u s t c o n f i r m f o r me one more t i m e , i f you w o u l d , 

t h a t t h i s Amendment t o O i l and Gas Lease does 

p e r t a i n t o t h e Zimmerman l e a s e , i s t h a t c o r r e c t ? 

A. Yes. I t r e c i t e s i n t h e f i r s t p a r a g r a p h 

t h e p a r t i c u l a r s o f t h e Zimmerman l e a s e , and i t s 
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r e c o r d i n g i n f o r m a t i o n . 

Q. Can you t e l l w h e t h e r o r n o t t h i s 

Amendment t o O i l and Gas Lease was i n e f f e c t a t 

t h e t i m e t h e P o o l i n g D e s i g n a t i o n was e n t e r e d 

i n t o ? 

A. W e l l , i t was e x e c u t e d O c t o b e r 1, 1954, 

r e c o r d e d December 3 r d , w h i c h w o u l d have been 

a f t e r Locke and T a y l o r and Benson and M o n t i n 

e x e c u t e d t h e P o o l i n g Agreement, b u t p r i o r t o t h e 

e x e c u t i o n o f S t a n o l i n d O i l & Gas. 

Q. As a m a t t e r o f f a c t , we have a 

s u b s t a n t i a l p e r i o d o f t i m e between t h e e x c u t i o n 

by L o c k e - T a y l o r and Benson and M o n t i n b e f o r e 

S t a n o l i n d s i g n e d t h i s , i s n ' t t h a t c o r r e c t ? 

A. I guess a c e r t a i n amount o f t i m e , yeah. 

Q. I t w o u l d be o v e r a y e a r , w o u l d n ' t i t ? 

A. Over a y e a r . 

Q. Okay. Thank y o u . Now, does t h e 

Amendment t o O i l and Gas Lease s p e c i f i c a l l y 

r e c o g n i z e L o c k e - T a y l o r D r i l l i n g Company as b e i n g 

an owner o f t h e Zimmerman l e a s e ? 

A. I see t h e r e i n p a r a g r a p h two i t s t a t e s 

t h a t t h e l e a s e i s p r e s e n t l y owned by 

L o c k e - T a y l o r , S t a n o l i n d , and Benson and M o n t i n , 

so i t w o u l d appear t h a t a l l t h r e e companies owned 
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an i n t e r e s t i n t h e l e a s e . 

Q. L e t ' s go i n t o t h e q u o t e d p a r a g r a p h , 

b e l o w t h e "Now, T h e r e f o r e , " c l a u s e , where i t 

s t a r t s , "Lessee i s h e r e b y g i v e n t h e power," and 

so on. 

A. Okay. 

Q. Does t h a t i n d i c a t e t h a t L o c k e - T a y l o r 

D r i l l i n g Company, as a l e s s e e , a t any t i m e d u r i n g 

t h e t e r m o f t h e l e a s e , as t o a l l o r any p a r t o f 

t h e Zimmerman l e a s e and as t o any one or more o f 

t h e f o r m a t i o n s , may, a t i t s o p t i o n and w i t h o u t 

Zimmerman's j o i n d e r o r f u r t h e r c o n s e n t , p o o l and 

u n i t i z e t h e l e a s e h o l d e s t a t e ? 

A. Yes, i t says i t can u n i t i z e t h e 

l e a s e h o l d e s t a t e and l e s s o r ' s r o y a l t y e s t a t e , 

c r e a t e d by t h e l e a s e , w i t h any o t h e r l a n d o r 

l a n d s , l e a s e o r l e a s e s , m i n e r a l r o y a l t i e s , e t 

c e t e r a . 

Q. So L o c k e - T a y l o r c o u l d , under t h i s 

Amendment t o O i l and Gas Lease, a d d i n g a p o o l i n g 

c l a u s e , c o u l d go ahead and p o o l and u n i t i z e f r o m 

t h e s u r f a c e t o t h e base o f t h e P i c t u r e d C l i f f s o f 

t h e Zimmerman l e a s e , i s t h a t c o r r e c t ? 

MR. BRUCE: W e l l , I w o u l d o b j e c t a g a i n 

i n s o f a r as i t c a l l s f o r a l e g a l c o n c l u s i o n . P o o l 
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what i n t e r e s t ? 

MR. TULLY: P o o l t h e Zimmerman l e a s e . 

MR. BRUCE: Poo l what i n t e r e s t i n t h e 

Zimmerman l e a s e ? 

MR. TULLY: P o o l i t s i n t e r e s t . 

A . Whose i n t e r e s t ? 

Q. L o c k e - T a y l o r ' s . 

CHAIRMAN LEMAY: Repeat t h e q u e s t i o n 

a g a i n , Mr. T u l l y . 

w h i c h s a y s , "Lessee i s h e r e b y g i v e n t h e power and 

r i g h t , " we have t h e r e c o g n i t i o n t h a t L o c k e - T a y l o r 

D r i l l i n g Company i s a l e s s e e o f t h e Zimmerman 

l e a s e . 

can L o c k e - T a y l o r , i s i t g i v e n t h e power and t h e 

r i g h t a t any t i m e d u r i n g t h e Zimmerman l e a s e , as 

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

above, p o o l and u n i t i z e t h o s e l a n d s w i t h o t h e r 

l a n d s , and a l s o t h e y can p o o l t h e Zimmerman 

r o y a l t y e s t a t e w i t h o u t f u r t h e r j o i n d e r o f t h e 

r o y a l t y i n t e r e s t ? 

A. I t says t h e r e t h a t t h e y have t h e r i g h t 

t o p o o l and u n i t i z e t h e l e a s e h o l d e s t a t e and t h e 

r o y a l t y e s t a t e . 

Q. R e f e r r i n g now t o t h e q u o t e d p a r a g r a p h 

Now, p u r s u a n t t o t h i s p o o l i n g c l a u s e , 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

17 

18 

19 

20 

2 1 

2 2 

23 

24 

25 

7 1 

Q. Okay. I d o n ' t know i f you answered my 

q u e s t i o n o r n o t , d i d you? 

CHAIRMAN LEMAY: W e l l , I w o u l d say 

ye s . He s a i d you have t h e r i g h t t o p o o l . He 

r e a d t h a t i n t h e p o o l i n g c l a u s e . 

Q. I guess I d i d n ' t u n d e r s t a n d y o u r 

answer. I'm h a v i n g t r o u b l e g e t t i n g some o f y o u r 

answers and I'm n o t s u r e what y o u ' r e answer, Mr. 

R e i n h a r d t . I guess maybe i t ' s my f a u l t and I 

a p o l o g i z e t o t h e Commission. I guess I need t o 

1 i s t e n c l o s e r . 

Do you know, o f y o u r own k n o w l e d g e , 

w h e t h e r o r n o t t h e n o r t h h a l f o f S e c t i o n 23 was 

ev e r c o m m i t t e d t o a p a r t i c i p a t i n g a r e a o f t h e 

G a l l e g o s Canyon U n i t ? 

A. No, i t was n o t . 

Q. Do you happen t o know, o f y o u r own 

kn o w l e d g e , when t h e P i c t u r e d C l i f f s p a r t i c i p a t i n g 

a r e a was e s t a b l i s h e d ? 

A. I d o n ' t know t h e e x a c t d a t e . I know i t 

was p r i o r t o 1960. 

Q. Do you happen t o know when t h e 

F r u i t l a n d p a r t i c i p a t i n g a r e a o f t h e G a l l e g o s 

Canyon U n i t was e s t a b l i s h e d ? 

A. W e l l , t h e r e a r e s e v e r a l F r u i t l a n d 
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p a r t i c i p a t i n g a r e a s . 

Q. The i n i t i a l F r u i t l a n d p a r t i c i p a t i n g 

a r e a , do you know when i t was e s t a b l i s h e d ? 

A. I d o n ' t remember t h e e x a c t d a t e , 

e i t h e r . I t h i n k i t was i n t h e e a r l y 60s. 

Q. I n t h e e a r l y 1960s? 

A. Yes. 

Q. And t h e Tycksen No. 1 w e l l was ne v e r 

p u t i n t o a p a r t i c i p a t i n g a r e a f o r e i t h e r t h e 

F r u i t l a n d o r t h e P i c t u r e d C l i f f s p a r t i c i p a t i n g 

a r e a when t h e y were f i r s t e s t a b l i s h e d ? I 

u n d e r s t o o d you c o r r e c t l y on t h a t ? 

A. T h a t ' s r i g h t . 

Q. Do you t h i n k when t h e Tycksen w e l l was 

d r i l l e d ? 

A . 1952 . 

Q. Do you know when i t f i r s t s t a r t e d 

p r o d u c i n g ? 

A. 19--sometime i n 1954. 

Q. Okay. So i t was p r o d u c i n g f r o m t h e 

F r u i t l a n d f o r m a t i o n f r o m 1954 u n t i l some t i m e i n 

1960, when t h e i n i t i a l F r u i t l a n d p a r t i c i p a t i n g 

a r e a was e s t a b l i s h e d , i s t h a t c o r r e c t ? 

A. Yes. 

Q. Okay. Now--
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A. I d o n ' t know f o r a f a c t t h a t i t 

p r o d u c e d c o n t i n u o u s l y , b u t - -

Q. Okay. 

A. I d o n ' t know t h a t t h e w e l l p r o d u c e d 

c o n t i n u o u s l y f r o m 1954 t o 1960, b u t - -

Q. Are you aware t h a t t h e w e l l has 

p r o d u c e d t o t h e p r e s e n t t i m e s i n c e i t s f i r s t 

d e l i v e r y i n 1954? 

A. I'm aware t h a t i t has p r o d u c e d up u n t i l 

a few months ago. I u n d e r s t a n d i t has been s h u t 

i n . 

Q. Now, i t seems s t r a n g e t h a t we have t h i s 

T y c k s e n No. 1 w e l l l o c a t e d w i t h i n t h e u n i t 

b o u n d a r i e s b u t i t ' s n o t been p u t i n a 

p a r t i c i p a t i n g a r e a f o r t h e F r u i t l a n d when i t was 

d r i l l e d and s t a r t e d p r o d u c i n g back i n 1954. 

Have you r e v i e w e d any m a t e r i a l s t o 

d e t e r m i n e w h e t h e r o r n o t a c o m m e r c i a l 

d e t e r m i n a t i o n was made by t h e U.S.G.S. o r by t h e 

u n i t o p e r a t o r a t t h i s t i m e t o d e c l a r e t h i s w e l l 

c o m m e r c i a l o r n o n c o m m e r c i a l ? 

A. I'm n o t aware o f any. 

Q. Would i t be r e a s o n a b l e t o assume t h a t 

s i n c e t h e w e l l has p r o d u c e d s i n c e 1954 t o t h e 

p r e s e n t t i m e , t h a t i t ' s a c o m m e r c i a l w e l l ? 
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A. Not n e c e s s a r i l y . 

Q. Why n o t n e c e s s a r i l y ? 

A. W e l l , I d o n ' t know t h a t i t w o u l d be 

c o n s i d e r e d a p a y i n g w e l l . 

Q. But w o u l d an o p e r a t o r make t h a t 

d e t e r m i n a t i o n on w h e t h e r a w e l l i s c o m m e r c i a l o r 

n o t ? 

A. I f t h e r e was a need t o . 

Q. So, i f you have an o p e r a t o r t h a t ' s 

p r o d u c i n g a w e l l f r o m 1954 t o t h e p r e s e n t t i m e , 

c o u l d n ' t we assume t h a t t h a t o p e r a t o r b e l i e v e s 

t h a t w e l l i s c o m m e r c i a l ? 

A. Not n e c e s s a r i l y . 

MR. BRUCE: I'm g o i n g t o o b j e c t . Mr. 

R e i n h a r d t i s a landman and he's n o t an e n g i n e e r . 

CHAIRMAN LEMAY: I t h i n k t h a t ' s t r u e . 

We're g e t t i n g i n t o a l o t o f a s s u m p t i o n s t h a t bear 

on a l o t o f f a c t o r s t h a t Mr. R e i n h a r d t i s r e a l l y 

n o t p r i v y t o . 

MR. TULLY: May i t p l e a s e t h e C h a i r , 

Mr. R e i n h a r d t t e s t i f i e d i n p r e v i o u s h e a r i n g , 

u nder o a t h , i n s o f a r as t h e c o m m e r c i a l i t y n a t u r e 

o f t h i s w e l l . And t h a t ' s why I'm f o l l o w i n g t h i s 

l i n e o f q u e s t i o n i n g , because he opened t h e door 

i n s o f a r as w h e t h e r or n o t t h i s w e l l i s 
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commerc i a l . 

He s t a t e d i n t h e p r e v i o u s h e a r i n g t h a t 

t h i s w e l l was n o n c o m m e r c i a l , and I'm a s k i n g him 

now f o r t h e b a s i s o f t h a t w h e t h e r i t ' s h i s 

o p i n i o n o r w h e t h e r i t ' s because o f t h e r e g u l a t o r y 

agency o r t h e u n i t o p e r a t o r . 

CHAIRMAN LEMAY: I f he's t e s t i f i e d 

b e f o r e , I ' l l a l l o w t h e q u e s t i o n . 

A. What was t h e q u e s t i o n a g a i n ? 

Q. Okay. Would i t be r e a s o n a b l e t o assume 

t h a t an o p e r a t o r who has p r o d u c e d a w e l l f r o m 

1954 t o t h e p r e s e n t t i m e , w o u l d c o n s i d e r a w e l l 

b e i n g c o m m e r c i a l because i t ' s p r o d u c e d i t t h a t 

l o n g ? 

MR. BRUCE: I o b j e c t because I d o n ' t 

t h i n k t h a t ' s what Mr. R e i n h a r d t t e s t i f i e d . He 

d i d n ' t t e s t i f y as t o t h e w e l l b e i n g p r o d u c e d f o r 

t h a t amount o f t i m e . I t h i n k he made comments i n 

t h e p r i o r h e a r i n g a b o u t u n i t and n o n - u n i t w e l l s 

and a d e t e r m i n a t i o n o f commercia 1 i t y as f a r as 

f o r m i n g a p a r t i c i p a t i n g a r e a . 

Q. Mr. R e i n h a r d t , l e t me go a l i t t l e b i t 

d i f f e r e n t way, and t h a t i s , l e t ' s t a k e t h i s 

h y p o t h e t i c a l : You're an e x p e r t w i t n e s s , y o u ' r e a 

l a n d p e r s o n , y o u ' r e f a m i l i a r w i t h u n i t 
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o p e r a t i o n s , y o u ' r e f a m i l i a r w i t h p a r t i c i p a t i n g 

a r e a s and t h a t t y p e o f t h i n g . 

L e t ' s j u s t assume t h a t t h e Tycksen w e l l 

i s a c o m m e r c i a l w e l l , i t ' s l o c a t e d w i t h i n t h e 

u n i t b o u n d a r i e s , b u t i t ' s n e v e r been p u t i n t o a 

p a r t i c i p a t i n g a r e a . Why n o t ? 

A. I d o n ' t know. 

Q. Would i t be r e a s o n a b l e t o assume t h a t 

t h a t ' s a r e c o g n i t i o n t h a t t h e l a n d s upon w h i c h 

t h a t w e l l i s l o c a t e d have been w i t h d r a w n f r o m 

t h a t u n i t ? 

MR. BRUCE: T h a t ' s a g a i n c a l l i n g f o r a 

l e g a l c o n c l u s i o n , Mr. Examiner. 

CHAIRMAN LEMAY: T h a t ' s s u p p o s i t i o n . I 

won't a l l o w t h a t q u e s t i o n . 

Q. I'm now g o i n g t o hand you what we w i l l 

i d e n t i f y as Locke E x h i b i t E. L e t me c o n f i r m w i t h 

y o u , however. T h i s i s t h e " P l a n o f Development 

f o r t h e C a l e n d a r Year 1955." Do you have t h a t 

i n c l u d e d amongst t h e e x h i b i t s t h a t have a l r e a d y 

been a d m i t t e d ? 

Mr. R e i n h a r d t , have you e v e r r e v i e w e d 

t h i s e x h i b i t b e f o r e t h i s h e a r i n g ? 

A . No . 

Q. R e f e r r i n g t o page 2 o f t h i s e x h i b i t , 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

23 

24 

25 

77 

does t h a t p r o v i d e us w i t h a resume o f a l l o f t h e 

w e l l s t h a t have been d r i l l e d i n t h e G a l l e g o s 

Canyon U n i t as o f t h e t i m e t h i s was p r e p a r e d ? 

A. W e l l , i t i n d i c a t e s t h e w e l l s t h a t have 

been d r i l l e d i n G a l l e g o s Canyon U n i t , r e f e r s t o 

c u r r e n t s t a t u s . And t h e t i t l e , i t ' s t i t l e d "Past 

Development H i s t o r y o f t h e P i c t u r e d C l i f f s Zone," 

so I d o n ' t know i f i t ' s j u s t s p e c i f i c a l l y a 

P i c t u r e d C l i f f s t e s t o r j u s t w e l l s t h a t 

p e n e t r a t e d t h e P i c t u r e d C l i f f s t o w a r d s e v a l u a t i n g 

o t h e r f o r m a t i o n s o r e x a c t l y what, b u t a p p a r e n t l y 

t h e y have t e s t e d t h e P i c t u r e d C l i f f s . 

Q. Are you aware t h a t p r i o r t o t h e d a t e o f 

t h i s P l a n and Development f o r t h e Year 1955, t h a t 

t h e T y c k s e n w e l l had, i n f a c t , been d r i l l e d t o 

t h e P i c t u r e d C l i f f s f o r m a t i o n and was l o c a t e d 

w i t h i n t h e G a l l e g o s Canyon U n i t ? 

A. Yes, i t was w i t h i n t h e u n i t b o u n d a r y . 

Q. Do you see any r e c i t a t i o n i n h e r e 

p e r t a i n i n g t o t h e Tycksen w e l l i n s o f a r as t h e 

1955 P l a n and Development i s concern e d ? 

A. I d o n ' t see i t i n c l u d e d i n S t a n o l i n d ' s 

l i s t o f w e l i s . 

Q. Do you see any l a n d d e s c r i p t i o n h e r e 

t h a t w o u l d i n d i c a t e t h a t maybe t h e Tycksen w e l l 
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m i g h t have been c a l l e d a G a l l e g o s Canyon U n i t 

w e l 1? 

A. I d o n ' t r e c o g n i z e any o t h e r w e l l s 

h a v i n g been d r i l l e d a t t h a t l o c a t i o n o r r e f e r e n c e 

t o a n o t h e r w e l l a t t h a t l o c a t i o n . 

Q. Would you p l e a s e r e v i e w t h e e x h i b i t s 

t h a t have p r e v i o u s l y been a d m i t t e d i n y o u r d i r e c t 

t e s t i m o n y and a d v i s e us w h e t h e r t h e 1961 P l a n o f 

Development was p a r t o f y o u r e x h i b i t ? 

A. 1961? 

Q. Yes. 

A. I d o n ' t seem t o have t h a t . 

Q. Your c o u n s e l has i n d i c a t e d t h a t you've 

n o t i n c l u d e d t h a t i n y o u r e x h i b i t . I ' l l hand you 

L o c k e - T a y l o r E x h i b i t F. Go ahead and r e v i e w t h a t 

b r i e f l y . Have you e v e r seen t h i s b e f o r e ? 

A. I d o n ' t r e c a l l h a v i n g seen i t b e f o r e . 

Q. I f you w i l l l o o k i n ab o u t t h e m i d d l e 

p a r t o f t h e f i r s t page, i t s a y s , " H i s t o r y o f Past 

Development." 

A. Okay. 

Q. Now, i s t h e r e a d i s c u s s i o n t h e r e o f t h e 

w e l l s t h a t have been d r i l l e d i n t h e G a l l e g o s 

Canyon U n i t a t t h a t p a r t i c u l a r t i m e ? 

A. A t o t a l o f 86 w e l l s d r i l l e d w i t h i n t h e 
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u n i t . 

Q. And t h e n does i t d e s c r i b e what w e l l s 

have been c o m p l e t e d i n d i f f e r e n t f o r m a t i o n s ? 

A. Yes. 

Q. Does i t have t h e r e c i t a t i o n t h e r e a b o u t 

any t y p e o f a F r u i t l a n d o r P i c t u r e d C l i f f s w e l l ? 

A. I t says one F r u i t l a n d c o m p l e t i o n . 

Q. Okay. And 11 w e l l s t h a t a r e e i t h e r d r y 

h o l e s o r abandoned P i c t u r e d C l i f f s w e l l s ? 

A. T h a t ' s what i t s a y s . 

Q. Now, t h e r e ' s a n o t h e r p a r a g r a p h t h a t 

t a l k s a b o u t t h e G a l l u p p a r t i c i p a t i n g a r e a , and 

t h e n i t comes down and i t s a y s , "A n o n c o m m e r c i a l 

d e t e r m i n a t i o n a p p l i c a t i o n has a l s o been made f o r 

t h e F r u i t l a n d f o r m a t i o n i n t h e G a l l e g o s Canyon 

U n i t No. 177." Do you see t h a t ? 

A. I n t h e n e x t t o t h e l a s t p a r a g r a p h ? 

Q. Yes. 

A. I t says t h e G a l l e g o s Canyon U n i t No. 

77 . 

Q. I'm s o r r y . Excuse me. 77. So, as o f 

1961, t h e r e had been one F r u i t l a n d c o m p l e t i o n i n 

t h e G a l l e g o s Canyon U n i t , and t h e r e had been a 

n o n c o m m e r c i a l d e t e r m i n a t i o n f o r a F r u i t l a n d w e l l 

c a l l e d t h e G a l l e g o s Canyon No. 77? I s t h a t 
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b a s i c a l l y what t h i s says? 

A. T h a t ' s what i t i n d i c a t e s . 

Q. Okay. Now, up above where i t says 

" H i s t o r y o f Past Development," i t says one 

F r u i t l a n d c o m p l e t i o n . Do you have any i d e a what 

w e l l t h a t i s ? 

A. No . 

Q. Would t h a t w e l l have been a c o m m e r c i a l 

or a n o n c o m m e r c i a l w e l l ? 

A. I t d o e s n ' t say. 

Q. Would you assume i t was a c o m m e r c i a l 

w e l l because o f t h e p a r a g r a p h down below t h a t 

says t h a t t h e r e ' s been a n o n c o m m e r c i a l 

d e t e r m i n a t i o n f o r one w e l l ? 

MR. BRUCE: I w o u l d o b j e c t j u s t because 

t h e document speaks f o r i t s e l f . 

CHAIRMAN LEMAY: I t h i n k t h e 

d e t e r m i n a t i o n o f c o m m e r c i a l v e r s u s n o n c o m m e r c i a l , 

y o u ' r e t r y i n g t o g e t t h e w i t n e s s h e r e t o i n d i c a t e 

i f he t h i n k s i t ' s c o m m e r c i a l o r i f t h e U.S.G.S. 

t h i n k s i t ' s c o m m e r c i a l , o r i f S t a n o l i n d t h i n k s 

i t ' s c o m m e r c i a l o r Pan American? 

MR. TULLY: Excuse me, Mr. Chairman, 

I'm p r o b a b l y am g o i n g down a p a t h I d i d n ' t mean 

t o go. What I'm b a s i c a l l y g e t t i n g a r o u n d t o w i t h 
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t h i s w i t n e s s i s a c o n f i r m a t i o n t h a t t h e r e was 

n e v e r a d e t e r m i n a t i o n made as t o w h e t h e r t h e 

Tycksen w e l l was c o m m e r c i a l o r n o n c o m m e r c i a l by 

t h e r e g u l a t o r y agency o r by t h e u n i t o p e r a t o r . 

I'm g o i n g t o l a y t h e h i s t o r y s h o w i n g 

t h a t when t h e r e ' s p a s t d e v e l o p m e n t and t h a t t y p e 

o f t h i n g , t h a t t h e r e ' s a r e c o g n i t i o n t h a t t h e r e 

were o t h e r F r u i t l a n d w e l l s t h a t were d r i l l e d i n 

t h e G a l l e g o s Canyon U n i t , t h a t t h o s e 

d e t e r m i n a t i o n were made, and t h a t t h o s e 

d e t e r m i n a t i o n s were made e i t h e r c o m m e r c i a l o r 

n o n c o m m e r c i a l and t h a t t h e Tycksen w e l l was n o t 

e v e r d e t e r m i n e d t o be c o m m e r c i a l o r 

n o n c o m m e r c i a l . 

MR. BRUCE: Mr. Chairman, t h e w i t n e s s 

has a l r e a d y t e s t i f i e d he d o e s n ' t know. I f Mr. 

T u l l y w a n t s t o p r o v e t h a t , why n o t g e t someone 

f r o m t h e BLM or someone who i s k n o w l e d g e a b l e on 

t h e d e t e r m i n a t i o n o f w h e t h e r t h a t d e t e r m i n a t i o n 

was made. 

CHAIRMAN LEMAY: I t h i n k we're g e t t i n g 

p a s t t h e w i t n e s s ' s e x p e r t i s e . N o t , he may have 

t e s t i f i e d — I 1m l o o k i n g t h r o u g h t h e r e c o r d - - b u t i n 

so t e s t i f y i n g he w o u l d be q u o t i n g some o t h e r 

s o u r c e and n o t h i s own e x p e r t i s e i n t h a t a r e a . 
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Q. (BY MR. TULLY) Are you q u o t i n g , i n 

y o u r p r e v i o u s t e s t i m o n y a t t h e J u l y h e a r i n g , a r e 

you q u o t i n g any r e g u l a t o r y s o u r c e o r any u n i t 

o p e r a t o r s o u r c e , t h a t t h e Tycksen No. 1 w e l l was 

c o m m e r c i a l o r n o n c o m m e r c i a l ? 

A. No. Hearsay. 

Q. Thank you. L e t ' s jump a c o u p l e o f 

y e a r s now and go t o 1989 and 1990, and c o u l d you 

p l e a s e a d v i s e us w h e t h e r o r n o t BHP's 1989 P l a n 

o f D e v e l o p m e n t , d a t e d August 18, 1989, i s 

i n c l u d e d i n t h e e x h i b i t s t h a t have p r e v i o u s l y 

been a d m i t t e d under y o u r d i r e c t e x a m i n a t i o n ? 

A. I d o n ' t have a copy o f i t i n f r o n t o f 

me . 

MR. STOVALL: Mr. Br u c e , a r e you 

s t a t i n g as c o u n s e l t h a t i t has n o t been 

s u b m i t t e d ? 

MR. BRUCE: I t has n o t been p r e v i o u s l y 

submi 11 ed. 

Q. I ' l l hand you Locke E x h i b i t G and ask 

f o r you t o r e v i e w t h a t , p l e a s e . Have you ev e r 

r e v i e w e d t h i s e x h i b i t b e f o r e , Mr. R e i n h a r d t ? 

A. I have r e a d t h r o u g h i t . I c a n ' t 

remember e x a c t l y when, b u t I have r e a d t h r o u g h i t 

once. 
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Q. I f y o u ' l l r e f e r t o t h e l a s t page o f 

t h i s E x h i b i t G, i t l o o k s l i k e we've g o t some 

d i a g r a m s and some l i n e s and some d i f f e r e n t c o l o r 

t y p e o f a r e a s . Do you know what t h a t r e p r e s e n t s ? 

A. The l a s t page i s a p l a t o f t h e u n i t . 

Q. Yes. The l a s t page i s a p l a t , b u t — 

A. I t l o o k s l i k e a c o n t o u r map o f some 

t y p e . 

Q. Do you happen t o know what t h o s e 

d i f f e r e n t c o l o r s o r l i n e s r e p r e s e n t ? 

A . No . 

Q. You d o n ' t ? 

MR. BRUCE: I f he's a s k i n g Mr. 

R e i n h a r d t t o t e s t i f y as a g e o l o g i s t , I w o u l d 

o b j e c t . 

CHAIRMAN LEMAY: T h i s l o o k s l i k e a 

g e o l o g i c a l e x h i b i t , t o me. He's a landman, 

Counse1. 

Q. Do you have any knowledge o f what t h i s 

p l a t i s a t t e m p t i n g t o show? 

A. W e l l , i f i t ' s i n d e e d a t h i c k — w e l l , 

i t ' s a c o n t o u r map o f some f o r m a t i o n , b u t I d o n ' t 

know what f o r m a t i o n . No, I r e a l l y d o n ' t know 

what t h e y ' r e t r y i n g t o d e p i c t . 

CHAIRMAN LEMAY: On t h e b o t t o m does i t 
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say, " I s o p a c h , 1 s t Coal Above P i c t u r e d C l i f f s " ? 

I s t h a t what i t says? I mean, my e y e s i g h t 

i s n 1 t - -

A. I s o p a c h , 1 s t Coal Above--yeah. 

CHAIRMAN LEMAY: I t ' s a poor 

r e p r o d u c t i o n , b u t t h a t ' s what my eyes seem t o say 

i t s a y s . 

A. And as I u n d e r s t a n d i t , an i s o p a c h map 

w o u l d i n d i c a t e t h i c k n e s s o f a p a r t i c u l a r 

f o r m a t i o n , as I know i t . 

Q. Can you t e l l , f r o m y o u r own i n f o r m a t i o n 

and knowledge o r y o u r own e x p e r i e n c e , can you 

t e l l what t h e s e d i f f e r e n t l i n e s r e p r e s e n t i n s o f a r 

as t h i c k n e s s i s c o n c e r n e d ? 

MR. BRUCE: I f he wan t s t o b r i n g up a 

g e o l o g i s t , f i n e , Mr. Chairman, b u t - -

CHAIRMAN LEMAY: I t h i n k t h a t i s a 

g e o l o g i c a l q u e s t i o n . T h i s g e n t l e m a n i s q u a l i f i e d 

as a landman, n o t a g e o l o g i s t . 

MR. TULLY: Okay. W e ' l l go now t o 

Locke E x h i b i t H. 

Q. Are you f a m i l i a r w i t h E x h i b i t H? 

A. Yes. I ' v e r e a d t h r o u g h t h i s once 

b e f o r e . 

Q. P l e a s e i d e n t i f y what t h i s e x h i b i t i s . 
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A. W e l l , i t ' s a 1989 Review o f O p e r a t i o n s 

and 1990 P l a n o f Development, G a l l e g o s Canyon 

U n i t , f o r P i c t u r e d C l i f f s , F r u i t l a n d and 

F a r m i n g t o n f o r m a t i o n s . 

Q. T h i s was d a t e d when? 

A. I t ' s d a t e d A p r i l 16, 1990. 

Q. How many w e l l s was BHP p r o p o s i n g t o 

d r i l l i n 1990? 

A. I t says BHP p r o p o s e s t o d r i l l 37 w e l l s 

Q. Now, were two o f t h e s e p r o p o s e d w e l l s 

t h e Nos. 390 and 391 w e l l s ? 

A. Yes. 

Q. So, as o f a t l e a s t A p r i l 16, 1990, BHP 

p l a n n e d t o d r i l l t h e No. 390 and 391 w e l l s , i s 

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

A. Yes, t h a t was t h e i r p l a n . 

Q. And t h e Nos. 390 and 391 w e l l s a r e 

s p e c i f i c a l l y d e s c r i b e d i n t h i s P l a n o f 

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

A. T h e y ' r e i n c l u d e d on T a b l e I I under 

"Proposed D r i l l i n g W e l l s . " 

Q. Now, as a landman, a r e you f a m i l i a r 

w i t h t h e o p e r a t i n g p r o c e d u r e s and p r a c t i c e s or 

t h e custom i n t h e i n d u s t r y , t h e o i l and gas 

i n d u s t r y , as f a r as s e c u r i n g t i t l e o p i n i o n s f o r 
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d r i l l i n g p u r p o s e s ? 

A. Yes. 

Q. What i s y o u r u n d e r s t a n d i n g as f a r as 

t h e i n d u s t r y custom f o r s e c u r i n g t i t l e o p i n i o n s 

f o r d r i l l i n g o f w e l l s ? 

A. G e n e r a l l y , you l i k e t o have t h e t i t l e 

e x amined p r i o r t o t h e d r i l l i n g o f t h e w e l l , i f 

t h a t ' s what y o u ' r e g e t t i n g a t . 

Q. T h a t ' s t h e i n d u s t r y s t a n d a r d ? 

G e n e r a l l y p r i o r t o t h e d r i l l i n g o f t h e w e l l ? 

A. I t ' s t h e custom. 

Q. What a b o u t BHP? I s i t i t s o p e r a t i n g 

p r o c e d u r e and p r a c t i c e t o s e c u r e t i t l e o p i n i o n s 

p r i o r t o t h e d r i l l i n g o f w e l l s ? 

A. Yes, we p r e f e r t o do i t t h a t way. 

Q. Do you do i t i n most c i r c u m s t a n c e s ? 

A. Yes. 

Q. D i d you, i n s o f a r as t h e 1990 P l a n and 

Development i s c o n c e r n e d , can you t e l l us w h i c h 

o f t h e s e w e l l s , o f t h e s e 37 w e l l s , you o r d e r e d 

d r i l l i n g t i t l e o p i n i o n s on b e f o r e t h e y were spud 

A. I had r e q u e s t e d t i t l e be examined on 

38 1 , 382, 383, 384. 

Q. L e t ' s s l o w down. 3 8 1 , 382. 

A. 384 , 385 . 
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Q. No 383? 

A. No, 383. 384, 385, 386, 387, 388 389, 

390, 3 9 1 , and t h e n a l l o f t h e s e r i e s 500 w e l l s . 

Q. Now, when d i d you r e q u e s t t h e s e t i t l e 

o p i n i o n s t o be done? 

A. I can r e c a l l p l a c i n g t h a t o r d e r 

sometime i n m i d - A u g u s t . 

Q. August o f ? 

A. 1990. 

Q. August o f 1990 you o r d e r e d d r i l l i n g 

t i t l e o p i n i o n s t o be p r e p a r e d f o r a l l o f t h e s e 

w e l I s ? 

A. Yes. 

Q. Okay. Who d i d you o r d e r t h o s e t i t l e 

o p i n i o n s from? 

A. H i n k l e - C o x . 

Q. The H i n k l e - C o x law f i r m ? 

A. Yes. 

Q. Okay. Now, d i d you do t h e s e a l l a t t h e 

same t i m e o r d i d you do them s p o r a d i c a l l y ? 

A. I made one b l a n k e t r e q u e s t and asked 

t h a t t h e y be p r e p a r e d . I p r e t t y much l e f t i t up 

t o t h e a t t o r n e y s t o do them i n t h e o r d e r i n w h i c h 

t h e y c o u l d be done most q u i c k l y . 

Q. D i d you g i v e them a p r i o r i t y l i s t 
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i n s o f a r as when you wanted p a r t i c u l a r w e l l s t o be 

d r i l l e d , o r was i t j u s t b l a n k ? 

A. When I p l a c e d t h e o r i g i n a l o r d e r , t h e r e 

was no l i s t o f s p e c i f i c p r i o r i t y . 

Q. So t h e No. 390 and 391 w e l l s , you 

o r d e r e d d r i l l i n g t i t l e o p i n i o n s t o be p r e p a r e d i n 

August o f 1990, i s t h a t c o r r e c t ? 

A. Yes. 

Q. D i d you e v e r e l e v a t e t h e p r i o r i t y f o r 

t h o s e t i t l e o p i n i o n s w i t h y o u r t i t l e e x a m i n e r , t o 

have them done s o o n e r ? 

A. W e l l , as we g o t on t o l a t e November, I 

had a t e l e p h o n e c o n v e r s a t i o n i n d i c a t i n g 

t h a t — a c t u a l l y , i t was a f t e r T h a n k s g i v i n g , 

i n d i c a t i n g t h a t I s t i l l h a d n ' t r e c e i v e d a w r i t t e n 

t i t l e o p i n i o n and I w o u l d need t o have some s o r t 

o f i n d i c a t i o n as t o p r e s e n t o w n e r s h i p i n t h e 

n o r t h h a l f o f 23. 

Q. So i n l a t e November, you wanted t o know 

t h e o w n e r s h i p , i s t h a t c o r r e c t , on t h e s e two 

w e l I s ? 

A. W e l l , on t h e l a n d s i n t h e n o r t h h a l f o f 

23 . 

Q. The n o r t h h a l f o f 23? 

A. I n p a r t i c u l a r . 
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Q. Now, you r e q u e s t e d t h a t i n l a t e 

November. When d i d you r e c e i v e t h e t i t l e o p i n i o n 

f o r t h e n o r t h h a l f o f S e c t i o n 23? 

A. A c t u a l l y , t h e w r i t t e n o p i n i o n , t h e 

a c t u a l w r i t t e n o p i n i o n was n o t d e l i v e r e d u n t i l 

a f t e r t h e f i r s t o f t h e y e a r . 

Q. Do you r e c a l l when? 

A. I d o n ' t remember t h e e x a c t d a t e , b u t i t 

was — 

Q. Do you remember t h e month? 

A. I t was d e l a y e d c o n s i d e r a b l y . I t was, 

l i k e , A p r i l o r May. 

Q. A p r i l o r May? Okay. Now, d i d you 

r e c e i v e any t y p e o f an o r a l r e p o r t ? 

A. Yes. 

Q. Okay. When was t h a t ? 

A. That was i n e a r l y December. 

Q. E a r l y December? 

A. Yes. 

Q. You r e c e i v e d an o r a l r e p o r t p e r t a i n i n g 

t o t h e t i t l e p e r t a i n i n g t o t h e n o r t h h a l f o f 

S e c t i o n 23? 

A. Yes. 

Q. Now, was t h a t l i m i t e d t o t h e F r u i t l a n d 

Coal f o r m a t i o n ? 
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A. I d i d n ' t l i m i t i t t o t h e F r u i t l a n d 

C o a l . I j u s t a sked t o know t h e l e a s e h o l d 

o w n e r s h i p i n t h e n o r t h h a l f o f 23, above t h e base 

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

Q. Which w o u l d have i n c l u d e d t h e F r u i t l a n d 

C o a l , i s t h a t c o r r e c t ? 

A. Yes. 

Q. So you g o t an o r a l r e p o r t r e p o r t i n 

e a r l y December i n s o f a r as who owns t h e s u r f a c e t o 

t h e base o f t h e P i c t u r e d C l i f f s f o r and t h e n o r t h 

h a l f o f S e c t i o n 23? 

A. Yes. 

Q. What was t h e o p i n i o n ? Who owned t h a t ? 

A. I was t o l d t h a t t h e n o r t h w e s t q u a r t e r 

was owned by L o u i s e Locke and I was t o l d t h a t t h e 

n o r t h e a s t q u a r t e r was s t i l l owned b y — w e l l , i t 

was owned t h e n by Amoco P r o d u c t i o n Company as t h e 

s u c c e s s o r as t o S t a n o l i n d . As i t t u r n s o u t , o f 

c o u r s e , t h a t was i n c o r r e c t . 

Q. When you p r o p o s e d t h e d r i l l i n g o f t h e 

390 and 391 w e l l s , were you aware o f any o t h e r 

w o r k i n g i n t e r e s t owners, b e s i d e s BHP and Amoco, 

i n a l l o f S e c t i o n 23? 

A. I was aware t h a t M e r i d i a n O i l 

P r o d u c t i o n , I n c . , had a l e a s e h o l d i n t e r e s t i n 
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some l a n d s i n t h e s o u t h h a l f o f S e c t i o n 23. 

Q. How d i d you become aware o f t h a t ? 

A. That was c o n t a i n e d i n a l e a s e t a k e o f f 

e x i s t i n g i n t h e f i l e . I t was d a t e d i n 1985. At 

t h a t t i m e i t was s t i l l c r e d i t e d t o a p r i o r owner, 

b u t we were aware t h a t t h e p r i o r h o l d e r o f t h e 

i n t e r e s t had s o l d an i n t e r e s t t o M e r i d i a n . We 

had t h a t much i n f o r m a t i o n . 

Q. So based upon t h a t i n f o r m a t i o n , d i d you 

c o n t a c t M e r i d i a n t o see i f t h e y wanted t o j o i n 

you i n t h e d r i l l i n g o f t h e w e l l ? 

A. Sure. 

Q. What w e l l s d i d you a p p r o a c h M e r i d i a n t o 

j o i n i n t h e d r i l l i n g o f t h e w e l l s ? I'm o n l y 

t a l k i n g a b o u t t h e 390 or 391 w e l l s . 

A. They owned an i n t e r e s t i n numerous 

w e l l s i n t h e u n i t , b u t i n S e c t i o n 23 we 

a p p r o a c h e d them t o p a r t i c i p a t e i n t h e G a l l e g o s 

Canyon U n i t No. 3 9 1 . 

Q. I w o u l d l i k e t o hand you E x h i b i t I . 

Are you f a m i l i a r w i t h E x h i b i t I ? 

A. Yes. 

Q. You w r o t e i t I guess, huh? 

A. Yeah. 

Q. The 391 w e l l i s a w e l l t h a t you 
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i n d i c a t e d M e r i d i a n owns a l e a s e h o l d i n t e r e s t on, 

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

A. T h a t ' s c o r r e c t . 

Q. The d a t e o f t h i s l e t t e r i s i n J u l y o f 

1990. 

A. R i g h t . 

Q. D i d you s u b m i t AFEs f o r t h e 391 w e l l t o 

M e r i d i a n a t t h i s t i m e ? 

A. Yes. 

Q. Now, do you happen t o r e c a l l when 

M e r i d i a n r e s p o n d e d back t o you and a g r e e d t o 

e i t h e r j o i n o r n o t j o i n i n t h e d r i l l i n g o f t h e 

391 w e l l ? 

A. I b e l i e v e i t was i n O c t o b e r , 

m i d - O c t o b e r , maybe. 

Q. And d i d t h e y a g r e e t o d r i l l o r n o t 

d r i l l ? 

A. They a g r e e d t o p a r t i c i p a t e i n t h e 

d r i l l i n g o f t h e w e l l . 

Q. M i d - t o l a t e - O c t o b e r , 1990, i s t h a t 

c o r r e c t ? 

A. S o m e t h i n g l i k e t h a t , as b e s t as I 

remember. 

Q. So we're now i n O c t o b e r . You've 

r e c e i v e d back AFEs f r o m M e r i d i a n f o r them t o j o i n 
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i n t h e i r p r o p o r t i o n a t e s h a r e o f t h e d r i l l i n g o f 

t h e s e w e l l s . You're aware t h a t L o u i s e Locke i s 

t h e owner o f t h e n o r t h w e s t q u a r t e r , when? 

A. I'm t h i n k i n g l a t e September. 

Q. L a t e September? 

A. L a t e September. That was i n 

c o n j u n c t i o n w i t h t h e 390 w e l l . 

Q. But n o t t h e 391 w e l l ? 

A. The 391 w e l l , a t t h a t t i m e , I s t i l l 

b e l i e v e t h a t Amoco was t h e h o l d e r o f t h e 

l e a s e h o l d i n t e r e s t i n t h e n o r t h w e s t q u a r t e r and 

c o n t i n u e d w i t h t h a t b e l i e f u n t i l sometime i n t h e 

n e x t y e a r . 

Q. D i d you have e x h i b i t s , t h o u g h , t o t h e 

G a l l e g o s Canyon U n i t , t h a t i n d i c a t e d t h e 

n o r t h e a s t q u a r t e r above t h e base o f t h e P i c t u r e d 

C l i f f s was owned by L o c k e - T a y l o r D r i l l i n g 

Company? 

A. I had seen t h a t . I d i d n ' t know w h e t h e r 

I c o u l d r e l y on i t or n o t , b e i n g w i t h t h e age o f 

t h e document. 

Q. But i n s o f a r as t h e n o r t h w e s t q u a r t e r , 

d i d t h e s e same e x h i b i t s a l s o i n d i c a t e t h a t 

L o c k e - T a y l o r was 100 f r o m t h e s u r f a c e t o t h e base 

o f t h e P i c t u r e d C l i f f s ? 
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A. Say t h a t a g a i n . 

Q. I n s o f a r as t h e n o r t h w e s t q u a r t e r i s 

c o n c e r n e d , do t h e s e same e x h i b i t s show t h a t 

L o c k e - T a y l o r owns f r o m s u r f a c e t o t h e base o f t h e 

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

A. I n t h e n o r t h w e s t q u a r t e r ? 

Q. I n t h e n o r t h w e s t q u a r t e r , yeah. 

A. I b e l i e v e t h a t t h e y d i d . 

Q. Okay. But you e l e c t e d t o n o t 

acknow l e d g e t h e n o r t h e a s t q u a r t e r b u t e l e c t e d t o 

acknow l e d g e t h e o w n e r s h i p i n t h e n o r t h w e s t 

q u a r t e r a b o u t t h a t t i m e ? 

A. T h a t ' s r i g h t . 

Q. And t h a t was based upon? 

A. Oh, p r e l i m i n a r y t i t l e i n f o r m a t i o n t h a t 

came t o me. 

Q. From what s o u r c e ? 

A. W e l l , f r o m H i n k l e - C o x , t h e H i n k l e Law 

F i r m . 

Q. And when was t h a t ? 

A. That w o u l d have been, as t o t h e 

n o r t h w e s t q u a r t e r , t h a t w o u l d have been i n l a t e 

September; L a t e September, e a r l y O c t o b e r . 

Q. And as f a r as t h e n o r t h e a s t q u a r t e r , i n 

t h e n e x t y e a r , a p p a r e n t l y , i s t h a t c o r r e c t ? 
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A. W e l l , I was o f t h e b e l i e f t h a t i t was 

owned by Amoco up u n t i l t h e t i m e we spudded t h e 

w e l l . I t r e a l l y wasn't u n t i l a f t e r F e b r u a r y t h a t 

we came t o t h e r e a l i z a t i o n t h a t she, i n d e e d , a l s o 

owned t h e i n t e r e s t i n t h e n o r t h e a s t q u a r t e r . 

Q. Would you l o o k t h r o u g h y o u r e x h i b i t s , 

and I b e l i e v e t h i s one i s p a r t o f y o u r p r e v i o u s 

e x h i b i t s . I t ' s t h e l e t t e r d a t e d O c t o b e r 3 1 , 1990 

t o L o u i s e Locke i n R i f l e , C o l o r a d o , E x h i b i t 5. 

A. O c t o b e r ? 

Q. 3 1, I be 1 i e v e . 

A. I have a copy o f i t . 

Q. I s i t p a r t o f E x h i b i t 5? 

A. I t ' s j u s t a copy. 

MR. STOVALL: I t ' s marked on t h i s copy 

as E x h i b i t 5. The o f f e r t o p u r c h a s e , Mr. T u l l y ? 

MR. TULLY: Yes. 

A. The O c t o b e r 3 1 s t l e t t e r was an o f f e r t o 

p u r c h a s e Mrs. Locke's i n t e r e s t i n t h e n o r t h w e s t 

q u a r t e r . 

Q. Now, you p u t t h i s — a n d t h a t w o u l d have 

been c o m m i t t e d t o w h i c h w e l l i n t h e n o r t h w e s t 

q u a r t e r ? 

A. 390 . 

Q. So BHP knew, i n A p r i l o f 1990, i t was 
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p l a n n i n g on d r i l l i n g t h e 390 w e l l . I t s e n t o u t 

AFEs t o o t h e r w o r k i n g i n t e r e s t owners i n J u l y o f 

1990, t h a t i s M e r i d i a n , b u t i t t h e n communicates 

a t t h e end o f O c t o b e r t o L o u i s e Locke o f f e r i n g t 

p u r c h a s e h e r i n t e r e s t , i s t h a t c o r r e c t ? 

A. W e l l , y e s . The l e t t e r was w r i t t e n 

a f t e r a c o u p l e o f t e l e p h o n e d i s c u s s i o n s w i t h h er 

son. I c a l l e d him i n e a r l y O c t o b e r t o a d v i s e h i 

of t h e f a c t t h a t we were c o n s i d e r i n g d r i l l i n g a 

w e l l , and t o l e t him t r y and open some f o r u m f o r 

c o m m u n i c a t i o n as t o j u s t how he and h i s mother 

w o u l d want t o go ab o u t d e a l i n g w i t h t h e i r 

i n t e r e s t . 

A f t e r a c o u p l e o f weeks I d i d n ' t g e t 

any r e s p o n s e , I c a l l e d him a g a i n and he s a i d he 

was s t i l l e x a m i n i n g t h e m a t t e r and t r y i n g t o 

v e r i f y j u s t what t h e y owned i n t h e n o r t h h a l f , 

d i d n ' t hear back f r o m him f o r a c o u p l e o f weeks, 

so I went ahead and p r e p a r e d an o f f e r l e t t e r i n 

t h e hopes t h a t i t m i g h t s p u r him a l o n g and 

p e r h a p s b r i n g t h e m a t t e r t o some c o n c l u s i o n . 

Q. T h i s i s an o f f e r t o p u r c h a s e , i s t h a t 

c o r r e c t ? 

A. R i g h t . 

Q. I t ' s n o t a r e q u e s t f o r j o i n d e r ? 
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A. No, n o t a t t h a t p o i n t . 

Q. I t ' s n o t a f a r m o u t — 

A. Not a t t h a t p o i n t . 

Q. - - r e q u e s t ? 

A. Not a t t h a t p o i n t . I t was j u s t an 

o f f e r t o p u r c h a s e . 

Q. And what was t h a t p u r c h a s e p r i c e p e r 

a c r e ? 

A. I t came o u t t o , w e l l , s o m e t h i n g l i k e 

$20,000 f o r 160 n e t , so i t w o u l d have been 

s o m e t h i n g i n excess o f $100. 

Q. $125 p e r a c r e ? 

A. $125. 

Q. Any r e s e r v a t i o n s o f any o v e r r i d i n g 

r o y a l t y i n t e r e s t o r a n y t h i n g l i k e t h a t ? 

A. No. At t h a t p o i n t I b e l i e v e i t was 

j u s t a s t r a i g h t cash o f f e r . 

Q. For a l l i n t e r e s t s f r o m t h e s u r f a c e t o 

t h e base o f t h e P i c t u r e d C l i f f s ? 

A. Yes. 

Q. D i d you e v e r o f f e r up f a r m o u t t e r m s and 

p r o v i s i o n s t o L o u i s e Locke p e r t a i n i n g t o t h e 390 

or 391 w e l l ? 

A. I d o n ' t r e c a l l o f f e r i n g t o f a r m o u t 

t h e i r i n t e r e s t , and I d o n ' t r e c a l l r e c e i v i n g 
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a n y — I j u s t d i d n ' t have any i n d i c a t i o n t h a t t h a t 

was a n y t h i n g s o m e t h i n g t h e y m i g h t want t o do. 

Q. When was t h e f i r s t t i m e you s u b m i t t e d 

an AFE t o L o u i s e Locke r e q u e s t i n g h e r t o j o i n i n 

t h e d r i l l i n g o f t h e s e w e l l s ? 

A. That was i n c l u d e d i n a l e t t e r i n May 

1991. 

Q. May 29, 1991, wasn't i t ? 

A. Yes. Up u n t i l t h e n we h a d n ' t r e c e i v e d 

any i n d i c a t i o n t h a t Mrs. Locke w i s h e d t o j o i n . 

Q. Or n o t j o i n , e i t h e r ? 

A. Excuse me? 

Q. You d i d n ' t have any i n d i c a t i o n w h e t h e r 

she w a n t e d t o j o i n t h e w e l l , b u t you a l s o d i d n ' t 

have any i n d i c a t i o n t h a t she d i d n ' t want t o j o i n , 

d i d you? 

A. W e l l , I'm j u s t s a y i n g t h a t we d i d n ' t 

have any i n d i c a t i o n she wanted t o j o i n . She had 

made demands f o r o t h e r c o m p e n s a t i o n . 

Q. L e t ' s t a l k a l i t t l e b i t now about t h e 

Amoco f a r m o u t . Can you b r i e f l y d e s c r i b e f o r us 

t h e d r i l l i n g o b l i g a t i o n s o f t h e Amoco f a r m o u t ? 

A. The agreement p r o v i d e d f o r BHP t o d r i l l 

a t o t a l o f f i v e w e l l s i n c a l e n d a r y e a r 1989, 

f o l l o w e d b y - - a l l o f w h i c h had t o be c o m p l e t e d i n 
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t h e F r u i t l a n d C o a l , f o l l o w e d by t h e c o n t i n u i n g 

r i g h t t o d r i l l and e a r n on a s c h e d u l e o f 15 w e l l s 

i n c a l e n d a r y e a r 1990, 10 w e l l s i n c a l e n d a r y e a r 

1991, and 10 w e l l s p er y e a r t h e r e a f t e r , i n o r d e r 

t o p e r p e t u a t e t h e agreement. Amoco fa r m e d o u t 

w i t h no back i n . 

Q. But you had a 1 5 - w e l l d r i l l i n g 

o b l i g a t i o n i n t h e 1990 c a l e n d a r y e a r ? 

A. 1990, t h a t ' s r i g h t . 

Q. Do you happen t o r e c a l l how many w e l l s 

you s t a k e d and p e r m i t t e d under t h e Amoco f a r m o u t 

of 1990? 

A. W e l l , I d o n ' t remember t h e e x a c t 

number. I know we p e r m i t t e d more w e l l s t h a n what 

were r e q u i r e d because we were e n t i t l e d t o - - i n t h e 

f a r m o u t agreement t h e r e was a c a r r y o v e r p r o v i s i o n 

t h a t w o u l d a l l o w us t o c a r r y o v e r w e l l s d r i l l e d i n 

1990 and c r e d i t t h o s e t o w a r d s t h e 1991 

o b l i g a t i o n . C o n s e q u e n t l y , we d r i l l e d i n excess 

o f 15 w e l l s ? 

A. I n 1990? 

Q. No, a c t u a l l y , some o f t h o s e were 

d r i l l e d i n 1991, b u t we had t h e i r c o n c u r r e n c e 

t h a t t h o s e w o u l d be c o n s i d e r e d , t h a t c e r t a i n 

w e l l s w o u l d be c o n s i d e r e d 1990 o b l i g a t i o n w e l l s 
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and c e r t a i n w e l l s w o u l d be c o n s i d e r e d 1991. 

Q. N o t w i t h s t a n d i n g t h e y were spud i n 1991, 

t h e y w o u l d s t i l l c o u n t f o r t h e 1990 o b l i g a t i o n ? 

A. W e l l , t h e y w o u l d c o u n t f o r t h e 1990 

o b l i g a t i o n i f t h e r e was some r e a s o n f o r d e l a y , 

b u t i n our case we managed t o spud a l l t h e 

r e q u i s i t e number o f w e l l s i n 1990. 

Q. You spud a t l e a s t 15 w e l l s i n 1990? 

A. As I r e c a l l we d i d . 

Q. And d i d you spud any more t h a n 15? 

A. We spud more t h a n 15, b u t t h e r e were 

c e r t a i n w e l l s i n w h i c h Amoco d i d n o t own an 

i n t e r e s t . 

Q. But i n s o f a r as t h e Amoco f a r m o u t was 

c o n c e r n e d , you d i d spud 15 o f t h e w e l l s ? 

A. We met t h e i r o b l i g a t i o n . 

Q. You a l s o had an agreement w i t h them 

t h a t i n case you d i d n ' t do t h a t , t h e r e c o u l d be a 

c a r r y o v e r t o 1991? 

A. W e l l , i f you d r i l l e d i n ex c e s s o f 15 

w e l l s , you c o u l d c a r r y o v e r c e r t a i n w e l l s i n t o 

1990. 

Q. Do you r e c a l l i f you had any c a r r y o v e r 

f r o m 1990 t o 1991? 

A. I d o n ' t remember t h e r e b e i n g any 
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c a r r y o v e r . I remember t h e r e b e i n g c e r t a i n w e l l s 

i n t h e pr o g r a m were 1991 w e l l s , b u t I remember 

t h a t we met t h e d r i l l i n g o b l i g a t i o n f o r 1990. 

Q. I am now g o i n g t o hand you what we w i l l 

i d e n t i f y as Locke E x h i b i t J. Are you f a m i l i a r 

w i t h t h i s l e t t e r , Mr. R e i n h a r d t ? 

A. Yes. 

Q. What's t h e d a t e o f t h i s l e t t e r ? 

A. August 10, 1990. 

Q. And, b a s i c a l l y , what does t h i s l e t t e r 

d e s c r i b e ? 

A. Under t h e f a r m o u t , we were r e q u i r e d t o 

n o t i f y Amoco o f w e l l s t h a t we p l a n n e d t o d r i l l 

t h a t w o u l d comply w i t h t h e f a r m o u t , and I s e n t 

them a l i s t o f a l l o f t h e w e l l s t h a t we p l a n n e d 

t o d r i l l t h a t w o u l d comply. 

Q. How many w e l l s a r e l i s t e d h e r e , t o t a l 

number? 

A. 2 1. 

Q. Now, any o f t h e s e w e l l s have any 

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

t o d r i l l a p p r o v e d i n 1990? 

A. I d o n ' t r e c a l 1 . 

Q. So a l l 21 w e l l s h e r e r e c e i v e d a p p r o v e d 

APDs f o r you t o go ahead and p r o c e e d t o d r i l l , i s 
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t h a t c o r r e c t ? 

A. At some p o i n t , yeah, t h e y were 

p e r m i t t e d . 

Q. So any o r a l l o f t h e s e 21 w e l l s c o u l d 

have been d r i l l e d i n 1990, i s t h a t c o r r e c t ? 

A. W e l l , c e r t a i n o f t h e w e l l s had t o be 

commenced i n 1990. The w e l l s m e n t i o n e d under 

" O b j e c t i v e , " t h o s e F r u i t l a n d Coal w e l l s had t o 

be commenced i n 1990 i n o r d e r t o comply w i t h t h e 

f a r m o u t . 

Q. Now, i s t h a t p u r s u a n t t o t h e f a r m o u t 

agreement o r an amendment t o t h e f a r m o u t 

agreement ? 

A. No, t h a t ' s what I s a i d . I t was i n 

c o n j u n c t i o n w i t h t h e f a r m o u t . 

Q. There was an o b l i g a t i o n t o d r i l l so 

many F r u i t l a n d Coal w e l l s and an o b l i g a t i o n t o 

d r i l l so many P i c t u r e d C l i f f s w e l l s under t h e 

f armout ? 

A. There was j u s t an o b l i g a t i o n t o d r i l l 

f i v e F r u i t l a n d Coal as w e l l as. The o t h e r 10 

w e l l s c o u l d e i t h e r be F r u i t l a n d c o m p l e t i o n s o r 

P i c t u r e d C l i f f s c o m p l e t i o n s . 

Q. Now, t h e 500 s e r i e s w e l l s , I guess, a r e 

a l l P i c t u r e d C l i f f s w e l l s and t h e 300 s e r i e s a r e 
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F r u i t l a n d Coal w e l l s ? 

A. T h a t ' s r i g h t . 

Q. I n any o f y o u r 500 s e r i e s w e l l s , d i d 

you change i t f r o m P i c t u r e d C l i f f s t o F r u i t l a n d 

Coal? 

A . No . 

Q. I n any o f y o u r F r u i t l a n d C o a l , d i d you 

change t h a t t o P i c t u r e d C l i f f s ? 

A . No . 

Q. T h i s was August 10, 1990, c o r r e c t , when 

you a d v i s e d Amoco o f t h e w e l l s t h a t you p l a n n e d 

t o d r i l l b e f o r e t h e end o f t h e y e a r ? 

A. R i g h t . 

Q . What a r e t h e t e r m s and t h e p r o v i s i o n s 

p e r t a i n i n g t o s e c u r i n g t i t l e d a t a f r o m Amoco 

under t h e f a r m o u t agreement? 

A. I d o n ' t r e c a l l t h a t p r o v i s i o n . 

Q. You d o n ' t r e c a l l any p r o v i s i o n a t a l l 

i n t h e Amoco f a r m o u t agreement p e r t a i n i n g t o an 

o b l i g a t i o n t o check t i t l e and who has t h a t 

o b i i g a t i o n ? 

A. I d o n ' t r e c a l l t h a t t h e p o i n t was 

a d d r e s s e d i n t h e f a r m o u t agreement. I j u s t d o n ' t 

remember. 

Q. T h a t ' s a l l r i g h t . Do you happen t o 
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r e c a l l i n s o f a r as what t y p e o f a s s i g n m e n t s were 

g o i n g t o be made t o BHP a f t e r t h e w e l l s were 

d r i l l e d and c o m p l e t e d and you had s a t i s f i e d t h e 

f a r m o u t t e r m s and p r o v i s i o n s ? 

A. What t y p e o f a s s i g n m e n t s ? 

Q. Yes. Were you g o i n g t o d r i l l them and 

n o t g e t an a s s i g n m e n t ? 

A. No. BHP was e n t i t l e d t o an a s s i g n m e n t 

i f t h e y d r i l l e d and c o m p l e t e d t h e w e l l as a 

p r o d u c e r . 

Q. What t y p e o f an a s s i g n m e n t were you 

g o i n g t o g e t ? 

A. I t w o u l d have been an a s s i g n m e n t o f a l l 

of Amoco's l e a s e h o l d i n t e r e s t i n t h e s p a c i n g u n i t 

f o r t h e p a r t i c u l a r w e l l , f r o m t h e s u r f a c e down t o 

t h e s t r a t i g r a p h i c e q u i v a l e n t o f t h e t o t a l d e p t h 

d r i l l e d , b u t i n no e v e n t below t h e base o f t h e o f 

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

Q. Do you know what w a r r a n t y p r o v i s i o n s 

a r e ? 

A. Amoco d i d n o t w a r r a n t t i t l e . 

Q. They d i d n o t w a r r a n t any t i t l e t o you, 

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

A. No, t h e y d i d n o t w a r r a n t t i t l e . 

Q. Okay. I am now g o i n g t o hand you a 
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p l a t t h a t we w i l l i d e n t i f y as E x h i b i t K, and I 

w o u l d ask f o r you t o i d e n t i f y E x h i b i t K. 

A. E x h i b i t K i s a p l a t o f t h e n o r t h e a s t 

q u a r t e r o f t h e n o r t h e a s t q u a r t e r , a l o n g w i t h some 

a d j a c e n t l a n d s . I t i n d i c a t e s d i f f e r e n t p a r t i e s 

o w n i n g d i f f e r e n t t r a c t s , o w n ing some t y p e o f 

i n t e r e s t i n t h o s e t r a c t s , and i n d i c a t e s t h e 

l o c a t i o n o f w e l l s and p i t s and a p i p e l i n e 

r i g h t - o f - w a y , and some r o u t e s . 

Q. Do you know who p r e p a r e d t h i s p l a t ? 

A. I b e l i e v e i t was p r e p a r e d by BHP's 

f i e l d s u p e r v i s o r . 

Q. And who i s t h a t ? 

A. H i s name was Chuck W i l l i a m s . 

Q. Chuck W i l l i a m s ? T h e r e ' s a d a t e down 

h e r e a t t h e b o t t o m , says i t was s e n t by BHP 

P e t r o l e u m , O c t o b e r 29, 1990, 11:58 a.m. Were you 

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

A. I d o n ' t r e c a l l t h a t i t was s e n t t o my 

a t t e n t i o n , b u t I e v e n t u a l l y r e c e i v e d a copy o f 

i t . 

Q. Do you happen t o r e c a l l when you f i r s t 

l o o k e d a t t h i s p l a t ? 

A. I w o u l d say p r o b a b l y e a r l y November. 

Q. Do you happen t o know who t h i s p l a t was 
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s e n t t o o r i g i n a l l y ? 

A. No, I d o n ' t remember. 

Q. On t h i s p l a t , does i t show t h a t t h e r e ' s 

an e x i s t i n g w e l l . c a l l e d t h e Tycksen No. 1 w e l l 

l o c a t e d i m m e d i a t e l y a d j a c e n t t o t h e p r o p o s e d BHP 

W e l l No. 391? 

A. Yes, i t does. 

Q. So, when you l o o k e d a t t h i s p l a t , you 

had n o t i c e , d i d n ' t y o u , t h a t t h e Tycksen w e l l was 

l o c a t e d v e r y c l o s e by t o y o u r 391 w e l l ? 

A. Yes, I was aware t h a t a p p a r e n t l y t h e r e 

was some t y p e o f w e l l l o c a t e d n e a r b y , b u t I 

d i d n ' t know what t h e s t a t u s o f t h a t w e l l was, or 

t h e o w n e r s h i p . 

Q. When d i d you become aware o f t h e 

Tyck s e n No. 1 w e l l b e i n g l o c a t e d h e r e ? 

A. W e l l , a p p a r e n t l y i t was l o c a t e d t h e r e , 

I j u s t d i d n ' t know what t h e s t a t u s o f t h e w e l l 

was . 

Q. When d i d you g e t t h a t knowledge t h a t 

you had a w e l l t h e r e ? 

A. I t w o u l d p r o b a b l y have been i n e a r l y 

November 1990, sometime a f t e r t h i s was f a x e d t o 

BHP . 

Q. But n o t b e f o r e you r e c e i v e d t h i s p l a t ? 
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A. I d o n ' t r e c a l l . 

Q. A l l r i g h t . So w e ' l l go ahead and 

a l t h o u g h t h e s e may be d u p l i c a t e s , I am g o i n g t o 

hand you two more e x h i b i t s . We w i l l c a l l t h e s e 

L - l and L-2. 

Q. I f you w o u l d , p l e a s e , r e v i e w t h e s e 

e x h i b i t s . Have you seen t h e s e e x h i b i t s b e f o r e , 

Mr. R e i n h a r d t ? 

A. Yes. 

Q. What a r e t h e s e e x h i b i t s ? 

A. These a r e a u t h o r i t i e s f o r e x p e n d i t u r e 

p r e p a r e d by BHP, s e t t i n g o u t t h e e s t i m a t e d c o s t 

o f d r i l l i n g t o c o m p l e t e t h e G a l l e g o s Canyon U n i t 

No. 390 and No. 391 w e l l s . 

Q. When were t h e s e p r e p a r e d ? 

A. W e l l , t h e y ' r e d a t e d May 14, 1990. 

Q. And t h e y were approved? 

A. June 5 t h . 

Q. 1990? 

A. 1990. 

Q. So t h e y were r e a d y t o be used i n s o f a r 

as r e q u e s t i n g j o i n d e r o f o t h e r w o r k i n g i n t e r e s t 

owners i n t h e s e w e l l s , i s t h a t c o r r e c t , a t t h a t 

t ime? 

A. Yeah, as soon as management was r e a d y 
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t o seek w o r k i n g i n t e r e s t owner a p p r o v a l . 

Q. But d i d n ' t t h e s e AFEs go o u t t o 

M e r i d i a n i n J u l y ? 

A. I n J u l y t h e y went o u t . By t h e n we had 

r e c e i v e d a p p r o v a l t o go f o r w a r d w i t h t h e program. 

Q. You c o u l d have s u b m i t t e d an AFE t o Mrs. 

Locke i n e a r l y September, c o u l d n ' t y o u , when you 

were aware t h a t she was t h e owner o f t h e 

n o r t h w e s t q u a r t e r ? 

A. W e l l , i n l a t e September. 

Q. L a t e September. 

A. L a t e September, e a r l y O c t o b e r . 

Q. You c o u l d have s u b m i t t e d an AFE t o h e r 

a t t h a t t i m e , c o u l d n ' t you? 

A. I t w o u l d have been p o s s i b l e . 

Q. Okay. E x h i b i t L-2 i n d i c a t e s t h a t 

M e r i d i a n s i g n e d o f f on t h e No. 391 w e l l on 

O c t o b e r 17, 1990. 

Now, a t t h e t o p o f t h e s e AFEs, t h e r e i s 

a p r o v i s i o n t h a t s a y s , " P r o j e c t must be commenced 

by." Now, t h e 391 w e l l has a d a t e i n s e r t e d t h e r e 

b u t t h e 390 w e l l does n o t have a d a t e on when 

t h i s p r o j e c t must be commenced. 

Would you d e s c r i b e t h e r e a s o n s t h a t we 

have t h i s d i f f e r e n c e between t h e AFEs? 
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A. I d o n ' t know why Mr. B e r t o g l i o d i d n o t 

pu t a d a t e i n t h a t b l a n k . 

Q. But as f a r as t h e 391 w e l l , i t says 

December 3 1 , 1990? 

A. Yes. 

Q. As f a r as t h e 390 w e l l , t h o u g h , t h e r e 

i s no d a t e t h a t t h e p r o j e c t must be commenced by, 

i s n ' t t h a t c o r r e c t ? 

A. I t ' s b l a n k . 

Q. And t h a t r e c e i v e d management a p p r o v a l , 

d i d n ' t i t ? 

A. B o t h AFEs r e c e i v e d a p p r o v a l . 

Q. Help me o u t a l i t t l e b i t . I b e l i e v e 

somewhat s i m i l a r c o p i e s o f t h e s e e x h i b i t s were 

g i v e n t o you d u r i n g y o u r d i r e c t e x a m i n a t i o n . 

Were you asked a t t h a t t i m e w h e t h e r o r n o t t h e s e 

c o s t s were r e a s o n a b l e and a l s o w h e t h e r t h e a c t u a l 

w e l l c o s t s t h a t a r e p a r t o f t h e o t h e r e x h i b i t s 

t h a t you had, d i d you a l s o i n d i c a t e t h a t you 

t h o u g h t t h a t t h o s e were r e a s o n a b l e ? 

A. Yes, I remember b e i n g asked w h e t h e r o r 

n o t t h e c o s t s were r e a s o n a b l e . The c o s t s a r e i n 

l i n e w i t h o t h e r F r u i t l a n d Coal w e l l s t h a t were 

d r i l l e d i n t h e a r e a . 

Q. Do you have, i n y o u r e x h i b i t s t h a t have 
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p r e v i o u s l y been a d m i t t e d , a f a c s i m i l e 

t r a n s m i s s i o n d a t e d December 1 1 , 1990, f r o m you t o 

m y s e l f ? 

A. I have a copy o f t h a t . 

Q. I s i t p a r t o f t h e e x h i b i t s , t hough? 

A. No, i t was i n t h e s e c o p i e s you p r o v i d e d 

Mr. Bruce a c o u p l e o f weeks ago. 

Q. I ' l l l e a v e two t h i n g s w i t h you so we 

can save some t i m e h e r e . I ' l l hand you what 

w e ' l l mark as E x h i b i t s M-l and M-2. 

Mr. R e i n h a r d t , a r e you f a m i l i a r w i t h 

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

A. Yes. 

Q. You p r e p a r e d them, d i d n ' t you? 

A. Oh, y e s . 

Q. Would you p l e a s e b r i e f l y d e s c r i b e f o r 

us t h e s e two e x h i b i t s ? 

A. A f t e r s e n d i n g Mr. Locke t h e o f f e r t o 

p u r c h a s e , t h a t l e t t e r d a t e d O c t o b e r 3 1 , 1990, i t 

went f o r q u i t e a w h i l e , t h e whole month o f 

November and i n t o December w i t h o u t any r e s p o n s e 

f r o m him. 

I c a l l e d him i n e a r l y December and 

asked i f he was any f u r t h e r a l o n g i n making o r i n 

h a v i n g some i d e a a b o u t what he wanted t o do w i t h 
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h i s m o t h e r ' s i n t e r e s t , and he a d v i s e d me t h a t he 

d i d n ' t b u t he a d v i s e d t h a t he was h a v i n g t i t l e 

e xamined t o h i s m o t h e r ' s i n t e r e s t on h i s own 

a c c o r d . 

We t a l k e d a b o u t what s o r t o f 

i n s t r u m e n t s were o f r e c o r d and so f o r t h , and he 

i n d i c a t e d t h a t he d i d n o t have c o p i e s o f any o f 

t h a t , and asked me t o send him c o p i e s . And, a t 

t h e same t i m e , send c o p i e s o f c e r t a i n i n s t r u m e n t s 

t o h i s a t t o r n e y , w h i c h I d i d . 

Q. And, a t any t i m e d u r i n g t h a t 

d i s c u s s i o n , d i d you e v e r g i v e L o u i s e Locke an 

o p p o r t u n i t y t o j o i n i n t h e d r i l l i n g o f t h e w e l l ? 

A. I t wasn't t h e p u r p o s e o f t h e 

c o n v e r s a t i o n . I was c a l l i n g t o - - w e l l , l e t me 

back up. 

I n my f i r s t c o n v e r s a t i o n w i t h Mr. Locke 

i n e a r l y O c t o b e r , I i n d i c a t e d t h e n t h a t 

p a r t i c i p a t i o n was among t h e a l t e r n a t i v e s 

a v a i l a b l e t o him, b u t he had i n d i c a t e d t o me t h a t 

he was r e a l l y u n f a m i l i a r w i t h what i n t e r e s t h i s 

mother owned and r e a l l y wasn't p r e p a r e d t o 

comment on i t , so I a g r e e d t o g i v e him some t i m e 

t o make some d e t e r m i n a t i o n and g i v e some t h o u g h t 

t o how he m i g h t want t o h a n d l e t h e i n t e r e s t . And 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

1 3 

14 

1 5 

16 

17 

18 

19 

20 

2 1 

2 2 

23 

24 

25 

112 

I n e v e r h e a r d back u n t i l l a t e i n F e b r u a r y . 

But a t t h i s p o i n t i n December we were 

s t i l l o f t h e mind s e t t o go ahead and t r y and 

p u r c h a s e h e r i n t e r e s t , and t h e r e r e a l l y wasn't 

any c o n v e r s a t i o n g i v e n t o f a r m o u t . 

Q. Or t o j o i n d e r ? 

A. W e l l , t h e r e wasn't any c o n v e r s a t i o n 

a b o u t j o i n d e r , you know, s i n c e my f i r s t c o n t a c t 

was back i n e a r l y O c t o b e r . 

Q . D i d you a d v i s e Mr. Locke, i n y o u r 

t e l e p h o n e c o n v e r s a t i o n s up t o t h i s t i m e , t h a t t h e 

w e l l s had been p e r m i t t e d and t h a t t h e y were r e a d y 

t o be d r i l l e d ? 

A. I t h i n k I d i d . I d o n ' t remember. I 

d o n ' t remember e x a c t l y s t a t i n g t h a t t o him. But 

I i n d i c a t e d t h a t we had, you know, i n t h e f i r s t 

c o n v e r s a t i o n I had w i t h h i m, t h e e a r l i e r 

c o n v e r s a t i o n s , t h a t we had w e l l s t h a t we wanted 

t o d r i l l by t h e end o f t h e y e a r . 

Q. On December 1 1 t h , when you p r o v i d e d 

c o p i e s o f t i t l e documents and a l s o c o n t a c t e d Mr. 

Don L o c k e , d i d you t e l l him t h a t you were under a 

d r i l l i n g o b l i g a t i o n t h a t t h e s e two w e l l s had t o 

be d r i l l e d by t h e end o f t h e y e a r ? 

A. I d o n ' t r e c a l l a d v i s i n g him o f t h a t . 
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Q. Do you happen t o r e c a l l s p e c i f i c a l l y 

what i n s t r u m e n t s were a t t a c h e d t o t h e f a c s i m i l e 

t r a n s m i s s i o n d a t e d December 11th? 

A. I b e l i e v e — w e l l , one was a copy o f t h e 

A l l e n l e a s e c o v e r i n g t h e n o r t h w e s t q u a r t e r o f 

S e c t i o n 23, and t h e n t h e r e were some c o n v e y a n c e s , 

c o n v e y a n c i n g i n s t r u m e n t s a f f e c t i n g t h a t l e a s e , 

t h a t i n v o l v e d Locke and T a y l o r , and i t seems as 

t h o u g h t h e r e ' s a q u i t c l a i m deed i n c l u d e d i n t h a t . 

I n t h a t package were Locke q u i t c l a i m s o f c e r t a i n 

i n t e r e s t t o Mr. T a y l o r . 

Q. R e f e r r i n g t o y o u r BHP E x h i b i t No. 2, do 

you have t h a t i n t h a t f r o n t o f you? 

A. Yes. I t ' s t h e Zimmerman l e a s e and 

a s s i g n m e n t s . 

Q. I f you w i l l l o o k a t t h e back o f t h o s e 

two p a c k a g e s , t h e y ' r e two q u i t c l a i m deeds, t h e 

l a s t f o u r pages o f t h i s e x h i b i t , y e s , t h e l a s t 

f o u r pages. 

The t o p r i g h t - h a n d c o r n e r o f one o f 

them says 265-86, n e x t page says q u i t c l a i m deed, 

and t h e n t h e n e x t one says 265-81. Are we 

l o o k i n g a t t h e same e x h i b i t s , Mr. R e i n h a r d t ? 

A. Yes, t h e y ' r e h e r e . 

Q. Do you r e c a l l w h e t h e r o r n o t c o p i e s o f 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

2 3 

24 

25 

114 

t h e s e two s p e c i f i c q u i t c l a i m deeds accompanied 

t h i s f a c s i m i l e t r a n s m i s s i o n d a t e d December 11th? 

A. I b e l i e v e t h e y d i d . 

Q. Now, i n t h e s e two q u i t c l a i m deeds, i s 

t h e r e a r e c i t a t i o n i n t h e r e t h a t t h e r e ' s an 

a s s i g n m e n t o f t h e Tycksen No. 1 w e l l l o c a t e d i n 

t h e n o r t h h a l f o f S e c t i o n 23, and t h a t i t 

c o n t a i n s 320 a c r e s ? 

A. Yes. 

Q. And t h e s e q u i t c l a i m deeds, t h e f i r s t 

one i s e n t i t l i n g t o L l o y d D. Locke and L o u i s e Y. 

Locke, h i s w i f e , t h a t ' s t h e one 285-86? 

A. Yes. 

Q. The second q u i t c l a i m deeds, t h e one 

t h a t says 265-81, was t h e r e a l s o a gas w e l l known 

as t h e Tycksen No. 1 w e l l l o c a t e d i n t h e n o r t h 

h a l f o f S e c t i o n 23, and t h a t ' s f r o m L l o y d D. 

Locke t o L o u i s e Y. Locke? 

A. Yes. 

Q. So a t t h e t i m e you s e n t t h i s f a c s i m i l e 

t r a n s m i s s i o n , you had i n y o u r p o s s e s s i o n two 

deeds t h a t showed t h a t L o u i s e Locke had a c l a i m 

o f some t y p e o f t i t l e t o t h e n o r t h w e s t h a l f o f 

S e c t i o n 23, d i d n ' t you? 

A. Some t y p e . 
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Q. Now, l e t ' s go t o y o u r l e t t e r d a t e d 

December 1 1 . T h a t ' s E x h i b i t M-2. Now, a r e t h e 

c o p i e s o f t h e i n s t r u m e n t s t h a t were s e n t by 

f a c s i m i l e t r a n s m i s s i o n a l s o s e n t w i t h t h i s l e t t e r 

t o Mr. Don Locke? 

A. Yes. 

Q. And a r e t h e s e c o p i e s o f i n s t r u m e n t s 

a f f e c t i n g Mrs. Locke's w o r k i n g i n t e r e s t i n t h e 

n o r t h w e s t q u a r t e r ? 

A. Yes. 

Q. But t h e deeds say t h e n o r t h h a l f , 

t h o u g h , d o n ' t t h e y ? 

A. They d i d . 

Q. I t a l s o says t h a t t h e s e i n s t r u m e n t s 

were c o p i e d f o r y o u r company by i t s New Mexico 

a t t o r n e y f o r m a t e r i a l b e i n g examined f o r a t i t l e 

o p i n i o n w h i c h i s y e t u n f i n i s h e d ? 

A. Yes. 

Q. Now, y o u r New Mexico a t t o r n e y was t h e 

H i n k l e Law Firm? 

A. Yes. 

Q. Any p a r t i c u l a r a t t o r n e y i n t h a t law 

f ir m ? 

A. Mr. Bruce . 

Q. J i m Bruce? 
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A. Yeah. 

Q. Now, when was t h e G a l l e g o s Canyon U n i t 

No. 391 w e l l , l o c a t e d i n t h e n o r t h e a s t q u a r t e r o f 

S e c t i o n 23, spudded? 

A. I b e l i e v e t h a t was spudded on or about 

December 1 9 t h . 

Q. When was t h e G a l l e g o s Canyon U n i t No. 

390 w e l l spud? 

A. I t was on o r ab o u t December 1 3 t h , I 

be 1 i e v e . 

Q. Maybe j u s t t o r e f r e s h y o u r memory, t h e 

No. 391 w e l l was spud on December 1 2 t h , and t h e 

No. 390 w e l l was spud on December 1 9 t h . 

A . Oh, okay. 

Q. You s e n t t h i s f a c s i m i l e t r a n s m i s s i o n 

o u t on December 1 1 t h , r e l a t i n g t o S e c t i o n 23, you 

spud t h e w e l l t h e n e x t day, t h e 391 w e l l i n t h e 

n o r t h e a s t q u a r t e r , and t h e n one week l a t e r you 

t h e n spud t h e 390 w e l l i n t h e s o u t h w e s t q u a r t e r , 

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

A. Yes, t h a t ' s r i g h t . 

Q. And you s t i l l had n o t g i v e n Mrs. Locke 

t h e o p p o r t u n i t y t o j o i n i n t h e d r i l l i n g o f t h e 

w e l l , have y o u , e i t h e r w e l l ? 

A. She a l w a y s had t h e o p p o r t u n i t y t o j o i n . 
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Q. How d i d she know, t h o u g h , what t h e 

s t a t u s was i f you d i d n ' t t e l l h e r ? 

A. I t o l d h e r son t h e f i r s t t i m e or two I 

t a l k e d t o him , t h a t t h a t was among t h e 

a l t e r n a t i v e s . 

Q. That was back when? 

A. I n O c t o b e r . 

Q. O c t o b e r . We're now i n December. 

You've g o t a r i g w a i t i n g t o move on t h e l o c a t i o n , 

and you d o n ' t t e l l Don Locke about t h e s t a t u s o f 

t h e w e l l , t h a t i t ' s g o i n g t o be d r i l l e d ? 

A. We had an o b l i g a t i o n t o d r i l l t h e w e l l 

b e f o r e t h e end o f t h e y e a r , and we f e l t t h a t t h e y 

had t o go f o r w a r d . 

Q. I t was y o u r o b l i g a t i o n o f t h e f a r m o u t 

t h a t was so i m p o r t a n t t h a t t h e s e w e l l s were 

d r i l l e d w i t h o u t t i t l e e x a m i n a t i o n , i s t h a t 

c o r r e c t ? 

A. T i t l e e x a m i n a t i o n was underway. 

Q. I t was underway b u t i t wasn't 

c o m p l e t e d , was i t ? 

A. W e l l , i t was underway. 

Q. I t wasn't c o m p l e t e d u n t i l t h r e e o r f o u r 

months l a t e r , was i t ? 

A. I t wasn't c o m p l e t e l y f i n i s h e d u n t i l 
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a f t e r t h e f i r s t o f t h e y e a r . 

Q. I t was y o u r company's d e c i s i o n t o 

p r o c e e d f o r w a r d and d r i l l t h o s e w e l l s , wasn't i t ? 

A. We went f o r w a r d w i t h t h e d r i l l i n g o f 

t h o s e w e l l s . 

Q. You assumed t h e r i s k o f d r i l l i n g t h o s e 

w e l l s , t h e n , d i d n ' t y o u , w h a t e v e r t h a t r i s k may 

be? 

A. There was a c e r t a i n amount o f r i s k 

i n v o l v e d . 

Q. And you d i d t h a t w i t h o u t b e n e f i t o f 

t i t l e e x a m i n a t i o n ? 

A. We had p r e l i m i n a r y i n f o r m a t i o n . 

Q. But n o t f i n a l ? 

A. Not f i n a l , p r e l i m i n a r y . 

Q. But you knew i n y o u r p r e l i m i n a r y 

e x a m i n a t i o n t h a t L o u i s e Locke was a t l e a s t t h e 

owner o f t h e n o r t h w e s t q u a r t e r , t h o u g h , d i d n ' t 

you? 

A. Yes. 

MR. TULLY: We're t o "N" now? 

Q. Mr. R e i n h a r d t , w o u l d you l o o k a t y o u r 

E x h i b i t 2 and see w h e t h e r o r n o t you have t h e May 

29, 1991 l e t t e r as p a r t o f E x h i b i t 2? 

Excuse me. That m i g h t be p a r t o f 
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E x h i b i t 5. Excuse me. Do you have t h a t e x h i b i t , 

BHP E x h i b i t 5 i n f r o n t o f y o u , Mr. R e i n h a r d t ? 

A. No, I d o n ' t . I have a copy o f a l e t t e r 

b u t , i t ' s n o t h e r e . 

Q. Maybe i f I c o u l d show you what i s my 

E x h i b i t 5, you may be a b l e t o l o c a t e i t f r o m 

t h e r e . The May 29, 1991 l e t t e r , went o u t , 

b a s i c a l l y , r e j e c t i n g t h e s e t t l e m e n t o f f e r t h a t 

had been made by L o u i s e L o cke, and you 

r e a f f i r m i n g a p r e v i o u s s e t t l e m e n t o f f e r , i s t h a t 

c o r r e c t ? 

A. W e l l , t h e l e t t e r was w r i t t e n i n 

r e s p o n s e t o a s e t t l e m e n t o f f e r f r o m Mrs. Locke. 

We w r o t e back t o a d v i s e t h a t t h e t e r m s she was 

p r o p o s i n g were n o t a c c e p t a b l e . We went on t o 

a d v i s e - - r e s t a t e o u r p r e v i o u s o f f e r o f $450 a n e t 

a c r e and s e v e n - a n d - a - h a l f - p e r c e n t o v e r r i d i n g 

r o y a l t y , and i f t h a t was n o t a c c e p t a b l e , t h e n we 

a d v i s e d a l s o t h a t i t was s t i l l h er r i g h t t o j o i n 

i n t h e w e l l , and we i n c l u d e d c o p i e s o f t h e AFE 

and o f f e r e d t o e n t e r i n t o a s e p a r a t e o p e r a t i n g 

a g r e e m e n t , i f t h a t was d e s i r a b l e . 

Q. Was t h i s t h e f i r s t t i m e t h a t you had 

s u b m i t t e d an AFE t o L o u i s e Locke and r e q u e s t e d 

h e r j o i n d e r i n t h e w e l l ? 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

15 

16 

1 7 

1 8 

19 

20 

2 1 

2 2 

23 

24 

25 

120 

A. Yes. 

Q. The w e l l was spud i n December? B o t h 

t h e s e w e l l s were spud i n December? 

A . Yes. 

Q. Al m o s t s i x months p r e v i o u s t o t h i s ? 

A. Yes, ab o u t f i v e months. 

Q. Now, do you happen t o have E x h i b i t No. 

5 handy? I want t o go t o t h e l e t t e r j u s t b e f o r e 

t h i s May 2 9 t h . 

T h i s i s a l e t t e r f r o m my law f i r m t o 

you d a t e d May 14, 1991. 

A. A l l r i g h t . 

Q. I f you w o u l d r e f e r t o t h e n e x t t o t h e 

l a s t p a r a g r a p h on page 2? 

A . Okay. 

Q. What does t h a t s t a t e ? I t s a y s , " I f 

t h i s s e t t l e m e n t a g r e e m e n t " — 

A. - - " i s n o t c o m p l e t e d by June 15, 1991, 

t h e n l e g a l a c t i o n r e q u e s t i n g a j u r y t r i a l w i l l be 

i n i t i a t e d . " 

Q. You r e s p o n d e d on May 29, 1991, and 

s u b m i t t e d AFEs--

A. That 1 s r i g h t . 

Q. - - f o r t h e j o i n d e r o f t h o s e w e l l s ? When 

d i d y o u r company f i l e i t s f o r c e p o o l i n g 
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a p p 1 i c a t i o n s ? 

A. I was t h i n k i n g on or about June 1 3 t h or 

1 4 t h . 

Q. One t o two days p r i o r t o t h e d e a d l i n e 

imposed f o r i n i t i a t i n g l i t i g a t i o n , i s n ' t t h a t 

c o r r e c t ? 

A. We had a l r e a d y a d v i s e d t h a t t h e o f f e r 

was u n a c c e p t a b l e and r e s t a t e d o ur o f f e r , and 

asked t o be a d v i s e d w i t h i n 10 days. 

Q. Now, t h e May 2 9 t h l e t t e r went o u t , 

r e c e i v e d t h e r e a f t e r M e m o r i a l Day weekend, t h a t 

t y p e o f t h i n g , t h e f i r s t p a r t o f June, 1991. 

The company t h e n f i l e d f o r c e p o o l i n g 

a p p l i c a t i o n s on June 13, l e s s t h a n two weeks, 

a l m o s t 10 days a f t e r t h i s went o u t . Why were you 

so q u i c k t o f i l e t h e f o r c e p o o l i n g a p p l i c a t i o n s ? 

A. J u s t f e l t an u r g e n c y t o g e t on w i t h 

r e a c h i n g some c o n c l u s i o n t o t h e m a t t e r . I t had 

been an o n g o i n g m a t t e r f o r s e v e r a l months and we 

j u s t w i s h e d t o b r i n g t h e t h i n g t o c o n c l u s i o n and 

g e t on w i t h c o m p l e t i n g t h e w e l l s and h o p e f u l l y 

p u t t i n g them on s t r i n g e r . 

Q. L e t ' s r e f e r now t o y o u r E x h i b i t s 6 and 

7, and I b e l i e v e i t ' s 6-A and 7-A. 

( D i s c u s s i o n o f f t h e r e c o r d . ) 
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CHAIRMAN LEMAY: L e t ' s b r e a k r i g h t now 

and come back a t 1:15 p.m. 

(The noon r e c e s s was t a k e n . ) 

CHAIRMAN LEMAY: We s h a l l c o n t i n u e . I 

w o u l d l i k e t o r e m i n d Mr. R e i n h a r d t t h a t he i s 

s t i l l u n der o a t h . 

Mr. T u l l y , you may c o n t i n u e w i t h y o u r 

c r o s s - e x a m i n a t i o n . 

MR. TULLY: Thank y o u , Mr. Chairman. 

T h e r e ' s good news and bad news a f t e r t h e l u n c h 

h o u r . The good news i s I ' v e gone t h r o u g h t h e 

t o p i c s and s u b j e c t s I want t o c o v e r w i t h t h i s 

w i t n e s s , and I ' v e g o t i t n a r r o w e d down r e a l 

w e l l . The bad news i s , I ended up p r e p a r i n g a 

c o u p l e more e x h i b i t s . 

CHAIRMAN LEMAY: T h a t ' s why I d e b a t e d 

b r e a k i n g f o r l u n c h . 

EXAMINATION (RESUMED) 

BY MR. TULLY: 

Q. Mr. R e i n h a r d t , I t h i n k j u s t b e f o r e 

l u n c h we were g e t t i n g r e a d y t o d i s c u s s BHP's 

E x h i b i t s 6, 6-A, 7 and 7-A, w h i c h a r e t h e AFEs 

f o r t h e 390, 391 w e l l , and a l s o t h e a c t u a l w e l l 

c o s t s c h e d u l e s f o r t h o s e two w e l l s . Do you have 

t h o s e i n f r o n t o f you? 
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A. Yes. 

Q. Now, I b e l i e v e y o u r t e s t i m o n y e a r l i e r 

t o d a y was t h a t , i n y o u r o p i n i o n , t h e s e were 

r e a s o n a b l e w e l l c o s t s t h a t were e i t h e r p r o j e c t e d 

or had been i n c u r r e d and expended f o r t h e s e two 

w e l l s , i s t h a t n o t c o r r e c t ? 

A. To t h e b e s t o f my knowledge t h e y a r e . 

Q. Now, do you happen t o know, o f y o u r own 

i n f o r m a t i o n and k n o w l e d g e , w h e t h e r o r n o t a n o t h e r 

w i t n e s s t o d a y w i l l be a b l e t o t e s t i f y as t o t h e 

r e a s o n a b l e n a t u r e o f t h e s e c h a r g e s , o r a r e you 

t h e p e r s o n t h a t ' s g o i n g t o be t e s t i f y i n g t o t h e 

r e a s o n a b l e n e s s o f t h e s e c h a r g e s ? 

A. F r a n k l y , I d o n ' t know. 

Q. W e l l , l e t ' s go ahead and p r o c e e d 

f o r w a r d , t h e n , s i n c e you've i n d i c a t e d t h a t t h e s e 

a r e r e a s o n a b l e c h a r g e s . I f we c o u l d , l e t ' s go t o 

t h e a c t u a l w e l l c o s t s and, i f you w o u l d , t a k e 

b o t h E x h i b i t 6-A and 7-A and p u t them a l o n g s i d e 

o f each o t h e r o r up on t o p o f each o t h e r , because 

we're g o i n g t o be l o o k i n g a t s p e c i f i c i t e m s and 

c o m p a r i n g them between t h e two w e l l s . 

Now, a r e you f a m i l i a r w i t h t h e 

l o c a t i o n s o f t h e s e two w e l l s i n and a r o u n d 

F a r m i n g t o n , New Mexico? 
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A. How do you mean? 

Q. Do you know where t h e y ' r e l o c a t e d ? 

A. I d o n ' t know where t h e 390 i s . 

Q. Do you know where t h e 391 w e l l i s ? 

A. Ro u g h l y . 

Q. Are you f a m i l i a r w i t h t h e r o a d s and t h e 

s t r e e t s and t h e h i g h w a y s t h a t p r o v i d e access i n 

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

A. I'm f a m i l i a r w i t h t h e 3 9 1 , n o t t h e 390. 

Q. Why d o n ' t you d e s c r i b e f o r us how a 

p e r s o n c o u l d g e t t o t h e 391 w e l l . 

A. As I r e c a l l , I d r o v e o u t t o t h e 

l o c a t i o n o f t h e 391 o u t o f my own c u r i o s i t y , n o t 

on any t y p e o f company b u s i n e s s . I remember 

d r i v i n g o u t Highway 64, o u t o f F a r m i n g t o n , and 

t u r n i n g o n t o a paved s t r e e t a d j a c e n t t o a gas 

s t a t i o n , and d r i v i n g down t h a t paved s t r e e t and 

o f f t o t h e s i d e t o where I t h o u g h t t h e w e l l 

s h o u l d be l o c a t e d . I d i d n ' t have a p l a t o r 

a n y t h i n g t o l o c a t e them, and I d i d n ' t s t a y t h e r e 

v e r y l o n g . 

Q. Would i t be f a i r t o say t h a t t h e w e l l 

s i t e l o c a t i o n f o r t h e Tycksen w e l l and t h e 391 

w e l l a r e w i t h i n s e v e r a l h u n d r e d y a r d s o f Highway 

64? 
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A. I suppose t h e y a r e . 

Q. And, on t h e 390 w e l l , t h o u g h , you d o n ' t 

know where t h e l o c a t i o n o f i t i s ? 

A. Never been t o i t . 

Q. Do you happen t o know i f i t ' s on t h e 

n o r t h s i d e o r t h e s o u t h s i d e o f t h e San Juan 

R i v e r ? 

A. I d o n ' t know. 

Q. L e t ' s l o o k a t E x h i b i t s 6-A and 7-A, 

and, i n p a r t i c u l a r l e t ' s l o o k o v e r on t h e 

l e f t - h a n d s i d e where i t says " b u d g e t , " and i t has 

" o r i g i n a l , " and t h e f i r s t l i n e says d r i l l i n g 

c o n t r a c t , "Footage IDC," and t h a t same l i n e a l s o 

l o o k a t E x h i b i t 7-A. Now, d r i l l i n g c o n t r a c t 

f o o t a g e IDC f o r t h e 390 was 14,760 f e e t , and t h e n 

on t h e 391 w e l l i t ' s $12,150. Now, i t i n d i c a t e s 

h e r e t h a t we're l o o k i n g a t d o i n g t h e d r i l l i n g o f 

t h i s w e l l on a day-work b a s i s i n s t e a d o f on a 

f o o t a g e b a s i s , i s t h a t c o r r e c t ? 

A. T h a t ' s t h e way i t l o o k s . 

Q. Now, why w o u l d you want t o d r i l l t h e s e 

two p a r t i c u l a r w e l l s on a day-work b a s i s i n s t e a d 

o f on a f o o t a g e b a s i s ? T h e y ' r e s h a l l o w w e l l s . 

A. I t l o o k s l i k e one was d r i l l e d on a 

f o o t a g e b a s i s and one w a s n ' t . I r e a l l y d o n ' t 
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know why t h e y — 

Q. I f y o u ' l l l o o k o v e r h e r e on t h e 

r i g h t - h a n d column where i t says a c t u a l v a r i a n c e , 

i t shows t h a t t h e e x p e n d i t u r e s on one o f t h e 

w e l l s i s on a day-work b a s i s and t h e o t h e r , i s i t 

on a f o o t a g e b a s i s ? 

A. One a p p e a r s t o be on a f o o t a g e and one 

ap p e a r s t o b e — w e l l , one has c o s t s a t t r i b u t a b l e 

t o b o t h c a t e g o r i e s and t h e o t h e r o n l y has c o s t s 

a t t r i b u t a b l e t o one. 

Q. Do you happen t o know o f y o u r own 

i n f o r m a t i o n and knowledge w h e t h e r o r n o t t h e s e 

w e l l s were d r i l l e d w i t h t h e same r i g ? 

A. I'm n o t s u r e . 

Q. You d o n ' t know? 

A. I d o n ' t know. 

Q. Now, t h e d r i l l i n g c o s t s f o r one w e l l , 

t h e 390 w e l l , i s 20,700-and-some d o l l a r s , and on 

t h e 391 w e l l i t ' s $12,307. Can you e x p l a i n t h e 

d i f f e r e n c e t o us? 

A . No . 

Q. These w e l l s were d r i l l e d w i t h i n one 

week o f each o t h e r , i s t h a t c o r r e c t ? 

A. Yes. 

MR. BRUCE: Mr. Chairman, I t h i n k i n 
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p r i o r h e a r i n g s Mr. R e i n h a r d t t e s t i f i e d t h a t t h e s e 

w e l l c o s t s were c o m p a r a b l e t o o t h e r w e l l c o s t s i n 

t h e a r e a . He's n o t an e n g i n e e r and, f r a n k l y , I'm 

h a v i n g t r o u b l e f i g u r i n g o u t where Mr. T u l l y i s 

g o i n g . 

I mean, t h e c o s t s a r e t h e c o s t s . 

O b v i o u s l y i f t h e f o r c e p o o l i n g were g r a n t e d , t h e y 

w o u l d have t h e r i g h t t o come back i n and 

c h a l l e n g e w h e t h e r t h o s e c o s t s were r e a s o n a b l e . I 

d o n ' t t h i n k t h i s h e a r i n g i s t h e p r o p e r p l a c e t o 

c h a l l e n g e w h e t h e r t h e c o s t s a r e r e a s o n a b l e . 

MR. TULLY: We have a c t u a l w e l l c o s t s 

a t t h i s t i m e , and he has made t h e s t a t e m e n t t h a t 

t h e s e c o s t s were r e a s o n a b l e , and I t h i n k we can 

save a n o t h e r h e a r i n g and save more t i m e by j u s t 

g o i n g t h r o u g h i t . And I d o n ' t have v e r y many o f 

t h e s e t h a t I w o u l d l i k e t o go t h r o u g h t h a t a r e 

a c t u a l w e l l c o s t s and f i n d o u t why t h e y ' r e 

r e a s o n a b l e o r why t h e y ' r e n o t r e a s o n a b l e . 

Now, i f t h e r e ' s a n o t h e r w i t n e s s h e r e 

t h a t BHP i s p l a n n i n g on p u t t i n g up h e r e t h a t has 

more i n f o r m a t i o n t h a n Mr. R e i n h a r d t , y o u ' r e 

welcome t o p u t him up t h e r e ; b u t so f a r a l l I 

know i s Mr. R e i n h a r d t i s t h e one t h a t can answer 

t h e s e q u e s t i o n s . 

RODRIGUEZ-VESTAL REPORTING 
(505 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

23 

24 

25 

12 8 

CHAIRMAN LEMAY: I ' l l a l l o w t h e 

q u e s t i o n s as l o n g as i t ' s n o t b e l a b o r e d . I f i t ' s 

t o o l o n g , I ' l l ask what y o u r p o i n t i s or where 

y o u ' r e g o i n g w i t h i t a l l . 

MR. TULLY: As you know, Mr. Chairman, 

we had asked r e q u e s t e d t h a t t h i s h e a r i n g be 

c o n t i n u e d , f o r d i f f e r e n t r e a s o n s , and i t ' s n o t 

b e i n g c o n t i n u e d so what we're d o i n g now i s j u s t 

b a s i c a l l y c h a l l e n g i n g t h e a c t u a l c o s t s and 

w h e t h e r t h e y ' r e r e a s o n a b l e o r n o t . U l t i m a t e l y , 

down t h e r o a d , i f you e n t e r an o r d e r , t h e n we 

w o u l d l i k e t o have t h i s as p a r t o f t h e r e c o r d . 

CHAIRMAN LEMAY: Sure, and you w o u l d 

have an o p p o r t u n i t y t o c h a l l e n g e t h o s e c o s t s down 

t h e r o a d , a l s o . 

MR. TULLY: I f i t ' s okay, I ' l l j u s t 

q u i c k l y go t h r o u g h t h e s e . 

CHAIRMAN LEMAY: Sure. S i n c e t h e y ' r e 

h i s e x h i b i t s , I ' l l a l l o w t h a t . 

Q. (BY MR. TULLY) Now, l e t ' s go i n t o t h e 

l i n e , "Moving R i g IDC," i t ' s t h e f o u r t h l i n e 

down. On t h e No. 390 w e l l , a c t u a l c o s t $2,131. 

The 391 w e l l i s t h e one you've n o t been t o , and 

f o r y o u r p u r p o s e s and I t h i n k i t ' s p r o b a b l y a 

m a t t e r o f r e c o r d i n a l l t h e e x h i b i t s , t h a t w e l l 
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i s l o c a t e d s o u t h o f t h e San Juan R i v e r . 

Now, i f y o u ' l l l o o k a t t h e Moving R i g 

IDC f o r t h e 391 w e l l , w h i c h i s l o c a t e d a c o u p l e 

h u n d r e d y a r d s f r o m a paved r o a d , we have 

$13,507. Which i s r e a s o n a b l e ? 

A. Which number? 

Q . Yes. 

A. I d o n ' t know what went i n t o t h e $13,000 

f i g u r e . 

Q. You, o f y o u r own i n f o r m a t i o n and 

k n o w l e d g e , d o n ' t know t h a t ? 

A . No . 

Q. Thank you. A l l r i g h t , l e t ' s go on h e r e 

and i n p a r t i c u l a r l e t ' s l o o k a t t h e cement and 

c e m e n t i n g f o r t h e 391 w e l l . A p p r o x i m a t e l y 10 

l i n e s down t h e r e ' s a f i g u r e t h e r e o f $5,819. We 

t h e n , i f we c o n t i n u e on down f u r t h e r , a l m o s t t o 

t h e b o t t o m , a b o u t s i x l i n e s back up, we have 

a n o t h e r cement and c e m e n t i n g I D C — a n d t h i s i s 

under t h e c o m p l e t i o n c a t e g o r y — o f $3,939. 

Now, i f my m a t h e m a t i c s i s c o r r e c t on 

t h a t , t h a t ' s a b o u t $9,800 or $9,900 f o r 

c e m e n t i n g , and i f we come o v e r h e r e t o t h e 390 

w e l l and l o o k a t t h e same s i t u a t i o n , we t h e n have 

t h e t o p f i g u r e $6,258 and when we come down t o 
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t h e b o t t o m f i g u r e we have a z e r o under t h e 

c o m p l e t i o n c a t e g o r y . 

Of y o u r own i n f o r m a t i o n and kn o w l e d g e , 

do you know why t h e r e ' s a d i f f e r e n c e o f a l m o s t 

$3,000 between c e m e n t i n g o f t h e s e two w e l l s ? 

A . No . 

Q. L e t ' s go t o t h e 390 w e l l , and 

u n d e r n e a t h t h e f i r s t c a t e g o r y i t s a y s , 

" E n g i n e e r i n g and C o n s u l t i n g , IDC, $2,237," and 

t h e n we have "Company L a b o r , S u p e r v i s i o n , IDC, 

$1,499, C o n t r a c t Labor $2,667," and down h e r e on 

t h e c o m p l e t i o n we have Company L a b o r / S u p e r v i s i o n 

$ 8 8 1 . " 

I f we l o o k a t t h o s e s i m i l a r c a t e g o r i e s 

on t h e No. 391 w e l l , we t h e n have $4,170 under 

t h e f i r s t i t e m as compared t o $2,237 on t h e 390 

w e l l ; we t h e n have, coming down f u r t h e r under 

"Company L a b o r / S u p e r v i s i o n IDC," we have z e r o 

f o r t h e 391 w e l l , b u t we have $1,499. I f we l o o k 

u n d e r n e a t h t h a t on t h e 390 w e l l , we have $2,667, 

b u t we have, u n d e r t h e 391 w e l l , $3,082. 

Now, i f we come a l l t h e way down h e r e 

t o t h e b o t t o m under c o m p l e t i o n , we have under t h e 

391 w e l l where i t was Company L a b o r / S u p e r v i s i o n , 

IDC o f $ 8 8 1 , and t h a t ' s on t h e 390 w e l l , we now 
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have $3,218 f o r t h e 391 w e l l and we a l s o have 

C o n t r a c t Labor IDC, under t h e 391 w e l l , o f $486. 

Now, why i s t h i s 391 w e l l so much more 

e x p e n s i v e t h a n t h e 390 w e l l ? 

A. I d o n ' t know. I d i d n ' t c o m p i l e t h e 

c o s t s . 

Q. Of y o u r own i n f o r m a t i o n and k n o w l e d g e , 

you j u s t d o n ' t know t h e answer t o t h a t ? 

A. T h a t ' s n o t a l a n d d e p a r t m e n t f u n c t i o n . 

Q. Okay. T h i s may be a l a n d d e p a r t m e n t 

f u n c t i o n . Don't p u t away t h o s e e x h i b i t s y e t . We 

now have d r i l l i n g p e r m i t s , bonds, IDC, under t h e 

391 w e l l , $8,934, and on t h e 391 w e l l we have 

$1,710. Do you know t h e r e a s o n f o r t h e 

d i f f e r e n c e between t h e 391 w e l l and t h e 390 w e l l ? 

A. Bonds and p e r m i t t i n g w e r e n ' t h a n d l e d i n 

t h e l a n d d e p a r t m e n t , e i t h e r . Those a r e h a n d l e d 

o u t o f t h e o p e r a t i o n s d e p a r t m e n t . 

Q. So, o f y o u r own i n f o r m a t i o n and 

kn o w l e d g e , you d o n ' t know why t h e r e ' s t h a t b i g 

d i f f e r e n c e ? 

A . No . 

Q. L e t ' s go t o t h e n e x t l i n e , " D r i l l i n g , 

T i t l e O p i n i o n , IDC." The 390 w e l l i s $3,170 and 

t h e d r i l l i n g t i t l e o p i n i o n f o r t h e 391 w e l l i s 
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$3,267. D i d you ap p r o v e t h o s e i n v o i c e s f o r 

payment ? 

A. I p r o b a b l y w o u l d have, y e s , I p r o b a b l y 

w o u l d have a p p r o v e d t h o s e . 

Q. Now, t h e s e a r e shown as b e i n g a c t u a l 

c o s t s t h a t have been expended, and t h e y ' r e on 

b o t h t h e 390 and 391 w e l l ? 

A. R i g h t . 

Q. Now, what d i d t h o s e t i t l e o p i n i o n s 

c o v e r ? D i d t h e y c o v e r a l l o f S e c t i o n 23 or what, 

e x a c t l y , d i d t h e y c o v e r ? 

A. W e l l , we had o r d e r e d t h e t i t l e o p i n i o n s 

on a l l o f S e c t i o n 23. 

Q. So you w o u l d assume t h a t t h e s e t i t l e 

o p i n i o n s c o v e r a l l o f S e c t i o n 23? 

A. Yeah. We w o u l d have asked f o r a t i t l e 

o p i n i o n f o r t h e e n t i r e s e c t i o n . 

Q. Okay. Now, t h e s e t i t l e o p i n i o n s t h a t 

were p r e p a r e d and t h e c o s t s t h a t have been 

expended, a r e you e x p e c t i n g t h e o t h e r w o r k i n g 

i n t e r e s t owners t o pay t h e i r p r o p o r t i o n a t e s h a r e 

o f t h o s e d r i l l i n g t i t l e o p i n i o n c o s t s ? 

A. W e l l , I w o u l d say y e s , u n l e s s t h e y can 

d e m o n s t r a t e t h a t t h e y have some a d e q u a t e t i t l e o f 

t h e i r own. N o r m a l l y we w o u l d c h a r g e i t back t o 
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t h e j o i n t a c c o u n t . 

Q, I t ' s c h a r g e d back t o t h e j o i n t a c c o u n t ? 

A. Yeah. 

Q. So, t h e r e f o r e , t h a t t i t l e o p i n i o n , 

t h e n , i s p a i d by a l l o f t h e w o r k i n g i n t e r e s t 

owners because i t ' s c h a r g e d back t o t h e i r 

a c c o u n t ? 

A. Yes. 

Q . They pay t h e i r p r o p o r t i o n a t e s h a r e ? 

A. Yes. 

Q. Do you happen t o know w h e t h e r t h e s e 

c o s t s f o r t h e s e t i t l e o p i n i o n s , a r e t h e y g o i n g t o 

be f l o w e d t h r o u g h t o Mrs. Locke f o r repayment f o r 

her p r o p o r t i o n a t e s h a r e ? 

A. I w o u l d t h i n k so. 

Q. And t h e same t h i n g w i t h M e r i d i a n , who 

i s a w o r k i n g i n t e r e s t owner w i t h you i n t h e 391 

wel 1? 

A. Yes. 

Q. Now, were you i n v o l v e d i n a d i s c o v e r y 

r e q u e s t i n t h e f e d e r a l l a w s u i t t h a t ' s c a l l e d a 

Request f o r P r o d u c t i o n o f Documents? 

A. Yes. 

Q. Do you know w h e t h e r o r n o t t h e s e t i t l e 

o p i n i o n s were made a v a i l a b l e and p r o d u c e d , 
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p u r s u a n t t o t h a t Request f o r P r o d u c t i o n , t o Mrs 

Locke? 

A. I d o n ' t remember i f t h e y a r e . 

Q. Would t h e r e be any r e a s o n t h a t t h e y 

w o u l d n o t have been p r o d u c e d ? 

A. The o n l y r e a s o n I can t h i n k o f i s i f 

BHP had i n v o k e d some c l a i m of — I c a n ' t t h i n k o f 

t h e t e r m — t h e r e ' s a l e g a l t e r m f o r i t . I'm 

d r a w i n g a b l a n k now. U n l e s s BHP t h o u g h t i t was 

s o m e t h i n g t h a t t h e y c o u l d n ' t r e l e a s e t h a t was 

p r o p r i e t a r y o r c o n f i d e n t i a l . I d o n ' t know. 

Q. I f a l l o f t h e w o r k i n g i n t e r e s t owners 

a r e g o i n g t o be p a y i n g a p r o p o r t i o n a t e s h a r e o f 

i t , t h e n how can BHP a s s e r t some t y p e o f a 

p r i v i l e g e ? 

A. I d o n ' t know t h a t t h e y d i d or d i d n ' t . 

I d o n ' t know. 

Q. A l l r i g h t . But i n s o f a r as y o u ' r e 

c o n c e r n e d , t h e r e w o u l d be no o b j e c t i o n t o 

p r o d u c i n g c o p i e s o f t h o s e t i t l e o p i n i o n s t o a l l 

t h e w o r k i n g i n t e r e s t owners? 

A. W e l l , w h a t ' s — 

MR. BRUCE: I w o u l d o b j e c t i n s o f a r as 

he's b e i n g asked t o g i v e an o p i n i o n on b e h a l f o 

BHP, and I d o n ' t t h i n k Mr. R e i n h a r d t has t h e 
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a u t h o r i t y t o do so. 

CHAIRMAN LEMAY: He can e x p r e s s t h a t 

o p i n i o n , i f he w a n t s , b u t he d o e s n ' t have t h a t 

a u t h o r i t y . 

A. W e l l , I'm no l o n g e r on t h e p a y r o l l . 

I'm no l o n g e r a company employee, so I t h i n k 

t h a t ' s b e s t l e f t t o t h o s e who a r e s t i l l employed 

by BHP. 

CHAIRMAN LEMAY: You're n o t w i t h BHP 

anymore? 

THE WITNESS: No. My j o b was 

e l i m i n a t e d a month ago. 

CHAIRMAN LEMAY: S o r r y t o hear t h a t . 

THE WITNESS: So I t h i n k someone e l s e 

f r o m BHP m i g h t be b e t t e r a b l e t o answer t h a t . 

CHAIRMAN LEMAY: T h a t ' s u n d e r s t a n d a b l e . 

Q. (BY MR. TULLY) Okay. Thank you. I 

t h i n k t h a t ' s a l l I am g o i n g t o be g o i n g t h r o u g h 

on t h e s e p a r t i c u l a r e x h i b i t s . 

Okay. L e t me c l a r i f y one a r e a r e a l 

q u i c k l y . I am g o i n g t o hand you what w e ' l l c a l l 

Locke E x h i b i t N. W h i l e I'm p a s s i n g t h i s o u t , i f 

you w o u l d q u i c k l y r e v i e w E x h i b i t N. 

MR. TULLY: By t h e way, t h i s i s a new 

e x h i b i t t h a t has n o t been exchanged between 
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c o u n s e l p r e v i o u s l y , u n t i l j u s t a few m i n u t e s 

ago . 

Q. Mr. R e i n h a r d t , have you e v e r r e v i e w e d 

t h i s exh i b i t ? 

A. Yes. 

Q. And what i s t h i s e x h i b i t ? 

A. T h i s i s BHP's Farmout C o n t r a c t w i t h 

Amoco, c o v e r i n g i t s i n t e r e s t i n t h e — 

Q. What i s t h e d a t e on i t ? 

A. T h i s i s t h e 2 0 t h o f O c t o b e r , 1989. 

Q. Now, Mr. R e i n h a r d t , so we d o n ' t spend a 

l o t o f t i m e on t h i s , I'm t r y i n g t o c l a r i f y some 

of y o u r e a r l i e r t e s t i m o n y , i f you w o u l d r e f e r t o 

page 5, p a r a g r a p h 7 c a l l e d " T i t l e s " ? 

CHAIRMAN LEMAY: I s i t s a f e t o say, 

C o u n s e l , t h a t t h i s o n l y has c e r t a i n pages o f t h e 

c o n t r a c t i n i t ? 

MR. TULLY: Yes. T h i s i s s e l e c t pages 

of t h e c o n t r a c t . 

CHAIRMAN LEMAY: S e l e c t pages? Okay. 

Q. Now, Mr. R e i n h a r d t , have you r e v i e w e d 

p a r a g r a p h 7, " T i t l e s " ? 

A. Yes. 

Q. P r e v i o u s l y you c o u l d n o t r e c a l l a b o u t 

t h e o b l i g a t i o n o f BHP i n s o f a r as d e t e r m i n i n g 
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t i t l e t o t h e l a n d s t h a t were c o m m i t t e d or farmed 

o u t by Amoco. Now t h a t you've had an o p p o r t u n i t y 

t o r e v i e w p a r a g r a p h 7, c o u l d you p l e a s e a d v i s e us 

what o b l i g a t i o n t h e r e was on Amoco t o c l e a r t i t l e 

o r t o p r o v i d e t i t l e and a l s o what o b l i g a t i o n 

t h e r e was on BHP t o s e c u r e t i t l e ? 

A. W e l l , t h e r e s p o n s i b i l i t y f o r s e c u r i n g 

t i t l e i s o b v i o u s l y on t h e far m e e . 

Q. And who i s t h e farmee? 

A. I n t h i s case i t was BHP's 

r e s p o n s i b i l i t y t o c l e a r t i t l e . Amoco d i d n ' t 

w a r r a n t t i t l e . They o f f e r e d t o p r o v i d e c e r t a i n 

i n f o r m a t i o n , b u t i t was u l t i m a t e l y BHP's 

r e s p o n s i b i l i t y t o c l e a r t i t l e . T h e r e ' s no 

d i s p u t e a b o u t t h a t . 

Q. Now a l s o , i f you w o u l d , j u s t l o o k t o 

t h e a s s i g n m e n t w h i c h i s a t t a c h e d as E x h i b i t B t o 

t h e Farmout C o n t r a c t , and i n p a r t i c u l a r t h e r e , i f 

you w o u l d l o o k a t page 4 o f E x h i b i t B, p a r a g r a p h 

8 . 

MR. TULLY: And a g a i n , t h e r e a r e o n l y 

s e l e c t p o r t i o n s o f E x h i b i t B t h a t a r e a t t a c h e d t o 

t h i s exh i b i t . 

A. P a r a g r a p h 8. 

Q. P a r a g r a p h 8, what does t h a t s t a t e ? 
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A. I t s t a t e s t h a t t h e a s s i g n m e n t i s made 

w i t h o u t w a r r a n t y o f any k i n d , e x p r e s s e d or 

i m p l i e d . 

Q. W i t h o u t w a r r a n t y ? 

A. I t h i n k I t e s t i f i e d e a r l i e r t o t h a t . 

Q. So t h e f a r m o u t e e , or BHP i n t h i s 

s i t u a t i o n , was r e c e i v i n g w h a t e v e r t i t l e Amoco 

had, i f any? 

A. T h a t ' s t r u e . 

Q. Are you an aware w h e t h e r BHP has e v e r 

s e n t any m a t e r i a l t o L o u i s e Locke, as a w o r k i n g 

i n t e r e s t owner i n t h e G a l l e g o s Canyon U n i t ? 

A. Any m a t e r i a l ? 

Q. A n y t h i n g h a v i n g t o do w i t h u n i t 

o p e r a t i o n s , o t h e r t h a n , s p e c i f i c a l l y , t h e s e two 

we l i s ? 

A. W e l l , i n t h e f o u r y e a r s t h a t I ' v e 

worked on t h e u n i t , I c a n ' t r e c a l l e v e r h a v i n g 

m a i l e d a n y t h i n g t o h e r . 

Q. Do you r e c a l l w h e t h e r or n o t 

L o c k e - T a y l o r D r i l l i n g Company, or L o u i s e Locke, 

were e v e r l i s t e d , as a w o r k i n g i n t e r e s t owner i n 

t h e G a l l e g o s Canyon U n i t , f o r t h o s e l a n d s and 

l e a s e s i n w h i c h BHP was s u b - o p e r a t o r ? 

A. Oh, I t h i n k i f you go back i n t o some 
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o l d e r E x h i b i t B's t o t h e U n i t Agreement, I t h i n k 

y o u ' l l f i n d L o c k e - T a y l o r ' s name l i s t e d . 

Q. But i n s o f a r as BHP r e c o g n i z e s them as a 

w o r k i n g i n t e r e s t owner f r o m t h e s u r f a c e t o t h e 

base o f t h e P i c t u r e d C l i f f s , a r e you aware o f any 

t i m e ? 

A. W e l l , BHP or BHP's p r e d e c e s s o r s o n l y 

p u r c h a s e d i n t e r e s t w i t h i n t h e P i c t u r e d C l i f f s 

p a r t i c i p a t i n g a r e a , and L o c k e - T a y l o r n e v e r owned 

any i n t e r e s t i n t h e P i c t u r e d C l i f f s p a r t i c i p a t i n g 

a r e a . 

Q. D i d t h e y e v e r own any i n t e r e s t i n t h e 

F r u i t l a n d p a r t i c i p a t i n g a r ea? 

A . No . 

Q. BHP i s t h e s u b - o p e r a t o r f r o m t h e 

s u r f a c e t o t h e base o f t h e P i c t u r e d C l i f f s , i s i t 

n o t ? 

A. Yes. 

Q. I s n ' t i t BHP's c l a i m t h a t t h e n o r t h 

h a l f o f S e c t i o n 23 i s l o c a t e d w i t h i n t h e u n i t 

b o u n d a r i e s o f t h e G a l l e g o s Canyon U n i t ? 

A. I t i s w i t h i n t h e u n i t b o u n d a r i e s . 

Q. Now, o f y o u r own i n f o r m a t i o n and 

kn o w l e d g e , why d i d BHP have s t a n d - u p p r o r a t i o n 

u n i t s ? That i s , e a s t - h a l f and w e s t - h a l f f o r t h e 
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390 w e l l and 391 w e l l , i n s t e a d o f n o r t h - h a l f , 

s o u t h - h a l f ? 

A. I t was j u s t a m a t t e r o f — i t was j u s t a 

p a t t e r n t h a t had been a d o p t e d f o r t h e a r e a . 

Q. I t was j u s t a p a t t e r n ? 

A. I t was j u s t a p a t t e r n . A l l o f t h e 

s p a c i n g u n i t s a r o u n d S e c t i o n 23 were done on 

s t a n d - u p 320s. 

Q. They were done on s t a n d - u p i n s o f a r as 

who was con c e r n e d ? What o p e r a t o r ? 

A. The s p a c i n g o r d e r l e a v e s o r i e n t a t i o n up 

t o t h e o p e r a t o r . 

Q. Can t h e o p e r a t o r change t h a t 

o r i e n t a t i o n i f i t so d e s i r e s ? 

A. I d o n ' t have any e x p e r i e n c e i n t h a t . I 

r e a l l y d o n ' t know. 

Q. W e l l , l e t ' s l o o k now h e r e i n December 

of 1990, okay? December 1 2 t h t h e 391 w e l l was 

spud, December 1 9 t h t h e 390 w e l l was spud. The 

390 w e l l was l o c a t e d i n t h e s o u t h w e s t q u a r t e r ; 

t h e r e ' s a d e d i c a t i o n o f t h e west h a l f t h e r e . BHP 

knew t h a t L o u i s e Locke owned t h e n o r t h w e s t 

q u a r t e r because you were n e g o t i a t i n g a t t h a t 

t ime . 

Why d i d n o t BHP change t h e p r o r a t i o n 
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u n i t t o t h e s o u t h h a l f f o r t h e 390 w e l l and n o t 

have t o w o r r y them a b o u t t h e t i t l e p r o b l e m i n t h e 

n o r t h w e s t q u a r t e r t h a t i t was aware o f ? 

A. I t h i n k t h e p r i m a r y r e a s o n was t h a t t h e 

w e l l s were r e q u i r e d t o be d r i l l e d and i n a 

f a r m o u t and t h e r e wasn't t i m e t o go back and 

r e - o r i e n t t h o s e and r e - p e r m i t them, p a r t i c u l a r l y 

i n t h e case o f t h e 390, s i n c e i t was on f e d e r a l 

l a n d s and t h e p e r m i t t i n g p r o c e s s w o u l d have t o be 

s t a r t e d o v e r , w h i c h w o u l d have p u t BHP way b e h i n d 

i n d r i l l i n g a w e l l and n o t been i n c o m p l i a n c e 

w i t h t h e f a r m o u t . 

Q. But l e t ' s go back now t o our AFEs f o r 

t h e s e w e l l s . We have, t h e s e a r e L - l and L-2. We 

have, up a t t h e t o p on t h e s e A F E s — a r e you 

l o o k i n g a t t h e s e w i t h me? 

A. I know what y o u ' r e t a l k i n g a b o u t . 

Q. Okay. On t h e 391 w e l l , we say " P r o j e c t 

must be commenced by December 3 1 , 1990." We l o o k 

a t t h e No. 390 w e l l and i t s a y s , "The p r o j e c t 

must be commenced by," and i t ' s s p e c i f i c a l l y l e f t 

b l a n k . 

A . Okay. 

Q. Okay. So, a g a i n my q u e s t i o n i s , t h e r e 

d i d n ' t seem t o be any, a t t h e t i m e o f t h e AFE and 
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a l s o a t t h e t i m e o f k n o w i n g t h e r e were t i t l e 

p r o b l e m s i n t h e n o r t h w e s t q u a r t e r , any o b l i g a t i o n 

as f a r as t h e AFE was c o n c e r n e d , t o j u s t n o t 

change t h e p r o r a t i o n u n i t o r n o t d r i l l t h e w e l l s ? 

A. I t was common knowledge a r o u n d t h e 

company t h a t t h o s e w e l l s had t o be spudded by t h e 

end o f t h e y e a r , and t h a t December 3 1 s t d a t e was 

j u s t o m i t t e d f r o m t h a t AFE. I t was common 

kn o w l e d g e . 

Q. So y o u r company f e l t t h e d r i l l i n g 

o b l i g a t i o n was more i m p o r t a n t t h a n t i t l e 

p r o b l e m s , and p r o c e e d e d t o d r i l l t h e w e l l s , i s 

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

A. I d o n ' t know t h a t i t was more 

i m p o r t a n t . I t was c e r t a i n l y a c o n s i d e r a t i o n . 

Q. W e l l , what w o u l d t h e o t h e r 

c o n s i d e r a t i o n s be? 

A. C o m p l y i n g w i t h t h e f a r m o u t . 

Q. T h a t ' s t h e o b l i g a t i o n t o d r i l l , b u t 

what e l s e ? 

A. W e l l , t h e r e ' s , t h e y had a r i g 

c o n t r a c t e d . That w o u l d come i n t o p l a y . They 

w o u l d n ' t want t o g e t t o a p o i n t o f h a v i n g t o 

r e l e a s e t h e r i g and n o t know when t h e y w o u l d g e t 

i t back. I t c o u l d be any number o f t h i n g s . 
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Q. Are you aware t h a t t h i s p a r t i c u l a r r i g 

t h a t was used on b o t h o f t h e s e w e l l s was t a k e n 

o u t o f moth b a l l s and used s p e c i f i c a l l y f o r t h e 

d r i l l i n g o f t h e s e w e l l s ? 

A . No . 

Q. Now I'm now g o i n g t o hand you what 

we're g o i n g t o i d e n t i f y as E x h i b i t 0. 

W h i l e I'm d o i n g t h a t , d i d n ' t we have a 

d i s c u s s i o n a l i t t l e e a r l i e r t o d a y a b o u t you had 

21 w e l l s on t h a t l i s t t h a t you had p r o v i d e d t o 

Amoco as t h e w e l l s t o be d r i l l e d i n 1990? 

A. Yes. 

Q. D i d n ' t you have an o b l i g a t i o n t o d r i l l 

15 o f them? 

A. The f a r m o u t agreement r e q u i r e d t h a t 15 

w e l l s be d r i l l e d i n c a l e n d a r y e a r 1990. 

Q. You had s i x e x t r a w e l l s you c o u l d have 

d r i l l e d , d i d n ' t you? 

A. They w e r e n ' t p r o j e c t e d as F r u i t l a n d 

Coal c o m p l e t i o n s . 

Q. D i d n ' t you a l s o t e s t i f y e a r l i e r t o d a y 

t h a t you had an agreement w i t h Amoco t h a t you 

c o u l d go ahead and c a r r y some w e l l s o v e r i f you 

needed t o ? 

A. W e l l , t h e f i v e F r u i t l a n d Coal 
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c o m p l e t i o n s had t o be made i n 1990, or t h o s e 

w e l l s had t o be commenced i n 1990 i f t h e y were 

p r o j e c t e d as F r u i t l a n d C oal c o m p l e t i o n s . A l o t 

of t h o s e p r o j e c t e d P i c t u r e d C l i f f s w e l l s had no 

p o t e n t i a l f o r F r u i t l a n d C o a l . 

Q. I f you d r i l l e d 12 P i c t u r e d C l i f f s w e l l s 

and t h r e e F r u i t l a n d w e l l s , w h i c h r e p r e s e n t s l i n e 

15, w o u l d you a n t i c i p a t e t h a t Amoco w o u l d have 

any o b j e c t i o n s t o r e a r r a n g i n g t h e d r i l l i n g t h e 

pr o g r a m t h a t way? 

MR. BRUCE: I o b j e c t . He's a s k i n g f o r 

Amoco's o p i n i o n . 

CHAIRMAN LEMAY: Yes. I d o n ' t t h i n k 

t h a t ' s germane. 

Q. L e t ' s l o o k t o E x h i b i t 0. Have you ev e r 

s i g n i n g E x h i b i t 0 b e f o r e , Mr. R e i n h a r d t ? 

A. Yes. Y e s t e r d a y . 

Q. Y e s t e r d a y was t h e f i r s t t i m e ? You had 

ne v e r seen t h i s i n t h e f i l e s o f BHP b e f o r e ? 

A. I h a d n ' t p a i d any a t t e n t i o n t o i t , i f 

i t was t h e r e . I t may v e r y w e l l have b e e n — i t was 

i n t h e f i l e s , b u t I ne v e r p a i d much a t t e n t i o n t o 

t h e s e . 

Q. But i t was i n t h e f i l e ? 

A . P r o b a b l y . 
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Q. You're aware t h a t i t was i n t h e f i l e ? 

A. Yes. 

Q. L e t ' s go o v e r h e r e t o t h e l a s t page. 

T h e r e ' s a column t h e r e t h a t says "Note." Under 

t h i s " n o t e , " does t h i s i n d i c a t e t h a t t h e r e has 

been n o t i c e s i n c e a t l e a s t August 22nd o f 1983 

t h a t a few t r a c t s l o c a t e d w i t h i n t h e G a l l e g o s 

Canyon U n i t have n e v e r been c o m m i t t e d t o t h e 

G a l l e g o s Canyon U n i t ? 

A. W e l l , i t speaks f o r i t s e l f . 

Q. Does i t a l s o i n d i c a t e t h a t an e x t e n s i v e 

l a n d r e v i e w was made i n 1980 p e r t a i n i n g t o open 

a c r e a g e , r e v i e w o f l e a s e s , and t h a t t y p e o f 

t h i n g ? 

A. T h a t ' s what i t i n d i c a t e s . 

Q. I s t h e r e a n y t h i n g i n t h i s b r i e f t o 

i n d i c a t e t h a t t h e r e had been any s u p p l e m e n t a l 

e x t e n s i v e l a n d r e v i e w s i n c e 1980? 

A. I d o n ' t see i t . 

Q. I am now g o i n g t o hand you what w e ' l l 

i d e n t i f y as E x h i b i t P. Mr. R e i n h a r d t , have you 

eve r r e v i e w e d E x h i b i t P b e f o r e ? 

A. Yes, I ' v e seen a copy o f t h i s . 

Q. Would you p l e s a e i d e n t i f y what E x h i b i t 

P i s ? 
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A. I t i s a l e t t e r d a t e d J u l y 12, 1 9 9 1 , 

f r o m t h e B u r e a u o f L a n d Management, a d d r e s s e d t o 

y o u r s e l f . A p p a r e n t l y i t i s b e i n g w r i t t e n i n 

r e p l y t o a l e t t e r y o u s e n t BLM d a t e d J u n e 20, 

1 9 9 1 , a s k i n g t h a t an o r d e r t o c e a s e a l l 

o p e r a t i o n s on W e l l Nos. 390 a n d 391 be i s s u e d . 

And i t g o e s on t o s a y t h a t t h e y ' r e n o t a b l e t o 

c o m p l y w i t h y o u r r e q u e s t f o r t h e s t a t e d r e a s o n s 

t h e r e i n . 

Q. D o e s n ' t i t s p e c i f i c a l l y s t a t e i n t h i s 

l e t t e r t h a t t h e s e p a t e n t e d l a n d s a r e n o t 

c o m m i t t e d t o t h e G a l l e g o s C a n yon U n i t , r e f e r r i n g 

t o t h e n o r t h h a l f o f S e c t i o n 23? 

A. T h a t ' s w h a t i t s a y s . 

Q. I f y o u w o u l d r e f e r now t o E x h i b i t 4-A 

o f BHP. Now, Mr. R e i n h a r d t , t h i s i s a l e t t e r 

a d d r e s s e d t o y o u f r o m t h e same BLM o f f i c e , d a t e d 

F e b r u a r y 12, 1 9 9 2 . C o u l d y o u p l e a s e a d v i s e us o f 

t h e c i r c u m s t a n c e s s u r r o u n d i n g t h e i s s u a n c e o f 

t h i s l e t t e r ? 

A. L e t me f i n d t h e l e t t e r . T h i s F e b r u a r y 

1 2 t h l e t t e r was w r i t t e n t o BHP p u r s u a n t t o a 

t e l e p h o n e i n q u i r y t h a t BHP made o f t h e BLM, 

q u e s t i o n i n g w h e t h e r o r n o t t h i s s t a t e m e n t h e r e , 

w h e t h e r o r n o t a s t a t e m e n t i n t h i s J u l y 1 2 t h 
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l e t t e r , t h a t s t a t e m e n t b e i n g t h e one r e a d i n g , 

"These p a t e n t e d l a n d s a r e n o t c o m m i t t e d t o t h e 

G a l l e g o s Canyon U n i t , " was c o r r e c t . 

BHP had r e a s o n t o b e l i e v e t h a t T r a c t 

102 was, i n f a c t , c o m m i t t e d t o t h e u n i t , a t l e a s t 

p a r t i a l l y c o m m i t t e d t o t h e u n i t , and asked t h a t 

BLM r e v i e w i t s r e c o r d s and a d v i s e w h e t h e r or n o t 

t h a t was c o r r e c t . 

They i s s u e d t h i s F e b r u a r y 1 2 t h l e t t e r 

t o BHP and s a i d , "You," BHP, "asked us t o 

d e t e r m i n e i f T r a c t 102 i s c o m m i t t e d t o GCU. We 

have d e t e r m i n e d t h a t t h e T r a c t 102 i s c o m m i t t e d 

t o t h e u n i t ; however, our r e c o r d s a r e n o t c l e a r 

i f t h e r o y a l t y owner c o m m i t t e d t o t h e u n i t . " 

Q. Now, have you e v e r been i n t h e r e c o r d s 

o f t h e Bureau o f Land Management i n F a r m i n g t o n , 

New Mexico? 

A. No, I h a v e n ' t . 

Q. Have you e v e r been i n t h e r e c o r d s o f 

t h e BLM i n A l b u q u e r q u e , New Mexico? 

A . No . 

Q. Are you aware t h a t t h e r e ' s d i f f e r e n t 

m a t e r i a l s and i n s t r u m e n t s f i l e d i n one o f f i c e b u t 

n o t f i l e d i n t h e o t h e r o f f i c e ? 

A . No . 
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Q. Why d i d n ' t you d i r e c t y o u r i n q u i r y t o 

t h e A l b u q u e r q u e o f f i c e i n s t e a d o f t h e F a r m i n g t o n 

o f f i c e ? 

A. I was most f a m i l i a r w i t h t h o s e 

p e r s o n n e l a t F a r m i n g t o n . I had d e a l t w i t h them 

i n t h e p a s t on o t h e r m a t t e r s r e l a t i n g t o G a l l e g o s 

Canyon U n i t , and I was o f t h e o p i n i o n t h a t t h a t 

was t h e c o r r e c t o f f i c e t o w h i c h t h i s t y p e o f 

i n q u i r y s h o u l d be made. 

Q. Now, I am g o i n g t o hand you what we 

w i l l i d e n t i f y as E x h i b i t Q. Would you p l e a s e 

i d e n t i f y E x h i b i t Q? 

A. T h i s i s a l e t t e r d a t e d March 10, 1992, 

f r o m t h e Bureau o f Land Management, a d d r e s s e d t o 

y o u r s e l f . And t h e l e t t e r speaks t o 

c o n t r a d i c t i o n s s e t o u t i n t h e two p r e v i o u s 

l e t t e r s we j u s t d i s c u s s e d , and i t goes on t o 

a d v i s e t h a t BLM has s u b s e q u e n t l y d e t e r m i n e d t h a t 

t h e t r a c t was p a r t i a l l y c o m m i t t e d t o t h e u n i t and 

has n o t i f i e d BHP o f t h i s f i n d i n g i n t h e F e b r u a r y 

1 2 t h l e t t e r . 

Q. But i s n ' t t h a t a m i s s t a t e m e n t ? Doesn't 

t h e l e t t e r d a t e d F e b r u a r y 1 2 t h say, "We have 

d e t e r m i n e d t h a t T r a c t 102 i s c o m m i t t e d t o t h e 

u n i t , " and d o e s n ' t say f u l l y or p a r t i a l l y , does 
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i t ? 

A. No, i t d o e s n ' t s t a t e " f u l l y " or 

" p a r t i a l l y , " b u t I d o n ' t see t h a t t h a t ' s e i t h e r 

h e r e n or t h e r e . 

Q. Don't we have now t h r e e i n q u i r i e s t o 

t h e BLM o f f i c e ? One o f them, t h e f i r s t one says 

t h e p a t e n t e d l a n d s a r e n o t c o m m i t t e d t o t h e 

G a l l e g o s Canyon U n i t , and t h e second one, w h i c h 

was by y o u , says t h a t t h e l a n d s a r e c o m m i t t e d t o 

t h e u n i t , and now we have a t h i r d one s a y i n g 

t h e y ' r e p a r t i a l l y c o m m i t t e d t o t h e u n i t . 

I wonder how many o t h e r r e s p o n s e s w e ' l l 

g e t i f we keep w r i t i n g l e t t e r s ? I'm s o r r y , t h a t 

was n o t a q u e s t i o n b u t a r h e t o r i c a l comment. 

So, w o u l d i t appear t o you t h a t based 

upon t h e s e l e t t e r s f r o m t h e BLM, t h a t t h e r e may 

even be some c o n f u s i o n i n t h e i r r e c o r d s i n t h e 

F a r m i n g t o n o f f i c e w h e t h e r o r n o t T r a c t 102 was 

commi 11 ed? 

A. I d o n ' t have any r e a s o n s t o b e l i e v e 

t h a t . 

Q. You d o n ' t have any r e a s o n t o b e l i e v e 

t h a t , w i t h t h r e e d i f f e r e n t answers t o t h r e e 

d i f f e r e n t l e t t e r s ? 

A. I t s t a y s i n h e r e , i n r e s p o n d i n g t o y o u r 
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i n i t i a l r e q u e s t , i t says h e r e t h a t t h e y 

r e g r e t f u l l y d i d n o t do any r e s e a r c h on t h e 

i s s u e . I t goes on t o say, "BHP s u b s e q u e n t l y 

r e q u e s t e d our d e t e r m i n a t i o n o f t h e commitment 

s t a t u s , " and t h e n t h e y s p e l l o u t t h e r e j u s t what 

t h a t commitment s t a t u s i s , t h a t commitment s t a t u s 

b e i n g p a r t i a l l y c o m m i t t e d . I t speaks f o r i t s e l f . 

Q. T h i s goes back t o t h e o r i g i n a l q u e s t i o n 

we had e a r l i e r , and t h a t ' s t h e g u i d e l i n e s on t h e 

BLM on t h e same t h i n g s , f u l l y c o m m i t t e d , 

p a r t i a l l y c o m m i t t e d o r n o t c o m m i t t e d a t a l l . We 

d o n ' t know when t h o s e were a d o p t e d , do we? 

A. I d o n ' t know t h a t t h a t ' s p a r t i c u l a r l y 

i m p o r t a n t . I t h i n k i t ' s my u n d e r s t a n d i n g t h a t 

once t h e y ' r e a d o p t e d t h e y ' r e r e t r o a c t i v e and 

e f f e c t i v e . 

Q. I f we have e x p r e s s t e r m s and p r o v i s i o n s 

i n t h e U n i t Agreement, however, t h a t s t a t e i t ' s 

e i t h e r c o m m i t t e d o r n o t c o m m i t t e d , w o u l d n ' t t h a t 

o v e r r i d e any g u i d e l i n e s ? 

MR. BRUCE: I o b j e c t t o t h a t l e g a l 

c h a r a c t e r i z a t i o n . That i s n o t what t h e U n i t 

Agreement s a y s . 

Q. I b e l i e v e I i n d i c a t e d t h a t by, i f t h e 

U n i t Agreement has e x p r e s s p r o v i s i o n s i n i t t h a t 
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says i t ' s e i t h e r f u l l y c o m m i t t e d or n o t c o m m i t t e d 

a t a l l , t h e n why a r e we l o o k i n g a t t h e BLM 

g u i d e l i n e s , t h a t we d o n ' t know when t h e y ' r e 

e n a c t e d ? 

MR. BRUCE: He's a s k i n g f o r c o n j e c t u r e 

a g a i n , Mr. Chairman. He's a s k i n g f o r a l e g a l 

c o n c l u s i o n by t h e w i t n e s s a g a i n , and I t h i n k t h e 

documents speak f o r t h e m s e l v e s . 

MR. TULLY: Thank you. 

Q. I f you w o u l d r e f e r now t o BHP's E x h i b i t 

No. 8, t h a t ' s t h e c o u r t p l e a d i n g c a l l e d 

P l a i n t i f f ' s Response t o D e f e n d a n t ' s F i r s t Request 

f o r A d m i s s i o n s . I b e l i e v e you r e a l l y d i d n ' t pay 

much a t t e n t i o n t o page 1, you j u s t went t o page 2 

and t h e n gave some answers t h e r e , i s t h a t 

c o r r e c t , e a r l i e r i n y o u r d i r e c t e x a m i n a t i o n ? 

A. I answered a q u e s t i o n r e g a r d i n g a 

s p e c i f i c q u e s t i o n . 

Q. And wasn't t h a t p e r t a i n i n g t o w h e t h e r 

or n o t Mrs. Locke had any p l a n s t o d r i l l a w e l l 

o r deem i t r e a s o n a b l e o r n e c e s s a r y t o t e s t t h e 

B a s i n - F r u i t l a n d Coal Gas Pool? 

A. Yes. I t was s t a t e d i n h e r e t h a t she 

a p p a r e n t l y had no p l a n s and d i d n o t deem i t 

r e a s o n a b l e o r n e c e s s a r y t o t e s t t h e c o a l . 
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Q. Now, we've gone t h r o u g h t h i s c h r o n o l o g y 

of e v e n t s a b o u t t h e n e g o t i a t i o n s and y o u r 

n o t i f i c a t i o n and y o u r a t t e m p t s t o p u r c h a s e and 

s u b m i t us o u t AFEs, and t h a t t y p e o f t h i n g . 

D i d n ' t BHP, when i t went i n and d r i l l e d 

t h e 390 and 391 w e l l s i n December, w i t h o u t 

n o t i f i c a t i o n t o Mrs. Locke, s t o p h er f r o m 

e x e r c i s i n g any t y p e o f p r e r o g a t i v e t o d r i l l h er 

own w e l l i n t h e n o r t h h a l f ? 

MR. BRUCE: What? Once a g a i n , I t h i n k 

t h a t ' s a d e t e r m i n a t i o n f o r t h e Commission. 

CHAIRMAN LEMAY: I d o n ' t know i f y o u ' r e 

a s k i n g a q u e s t i o n o r s t a t i n g a f a c t , C o u n s e l o r . 

MR. TULLY: I'm a s k i n g a q u e s t i o n . 

CHAIRMAN LEMAY: What's t h e q u e s t i o n ? 

MR. TULLY: The q u e s t i o n i s t h i s : We 

have a s i t u a t i o n where t h e y knew o f Mrs. Locke's 

i n t e r e s t i n A u g u s t . They t r i e d t o p u r c h a s e h er 

i n t e r e s t o u t . They n e v e r n o t i f i e d h e r t h a t t h e y 

were g o i n g t o be i m m e d i a t e l y d r i l l i n g a w e l l . 

I f t h e y had n o t i f i e d h e r o f an 

i m m e d i a t e d r i l l i n g o f t h e w e l l , she c o u l d have, 

i f she so d e s i r e d , p r o p o s e d t h e d r i l l i n g o f her 

own w e l l . When BHP went i n and spud t h i s w e l l i n 

t h e n o r t h h a l f , i t s t o p p e d h er f r o m e x e r c i s i n g 
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any r i g h t she had t o d r i l l a F r u i t l a n d Coal w e l l 

and d e d i c a t e t h e n o r t h h a l f . 

MR. BRUCE: W e l l , he can make t h a t 

s t a t e m e n t . 

CHAIRMAN LEMAY: I t seemed l i k e a 

s t a t e m e n t . You're a s k i n g i f he a g r e e s w i t h t h a t 

s t a t e m e n t ? 

MR. TULLY: T h a t ' s b a s i c a l l y where we 

were g o i n g , y e s . 

MR. BRUCE: Number one, as I o u t l i n e d 

i n my b r i e f , I d o n ' t t h i n k Mrs. Locke has a r i g h t 

t o d r i l l . She has a c o r r e l a t i v e r i g h t t o her 

s h a r e o f p r o d u c t i o n f r o m a c e r t a i n t r a c t ; she 

d o e s n ' t have, n e c e s s a r i l y , t h e a b s o l u t e r i g h t t o 

d r i l l a w e l l . I t ' s j u s t l i k e , why do we f o r c e 

p o o l p e o p l e ? Because n o t e v e r y b o d y has a r i g h t 

t o d r i l l , t h e y have a r i g h t t o p r o p o r t i o n a t e 

s h a r e o f p r o d u c t i o n under a t r a c t . 

I t h i n k t h e y ' r e a s k i n g Mr. R e i n h a r d t , 

once a g a i n , t o agr e e w i t h t h e i r own l e g a l 

c o n c l u s i o n s , and I w o u l d o b j e c t t o t h a t . 

CHAIRMAN LEMAY: I t h i n k you need t o 

p h r a s e y o u r q u e s t i o n s c a r e f u l l y when y o u ' r e 

a s k i n g f o r a l e g a l o p i n i o n o f t h e w i t n e s s . 

MR. TULLY: Which I p r o b a b l y w o u l d n ' t 
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g e t an answer t o , I'm s u r e . The r e a s o n I made 

t h a t s t a t e m e n t i s because you asked where I was 

g o i n g . 

CHAIRMAN LEMAY: I u n d e r s t a n d where 

y o u ' r e g o i n g . I j u s t d o n ' t know i f — 

MR. TULLY: I was g e t t i n g t h e r e ? 

CHAIRMAN LEMAY: W e l l , Mr. Bruce i s 

c o r r e c t . I t sounds as t h o u g h y o u ' r e a s k i n g t h e 

w i t n e s s e s t o agree o r n o t agr e e w i t h y o u r l e g a l 

c o n c l u s i o n , and t h a t p u t s him i n a s p o t where 

he's r e a l l y n o t q u a l i f i e d . 

MR. TULLY: I n a s k i n g f o r a l e g a l 

c o n c l u s i o n ? 

CHAIRMAN LEMAY: Yes. 

MR. TULLY: Thank you. 

Q. (BY MR. TULLY) Mr. R e i n h a r d t , i f Mrs. 

Locke wanted t o d r i l l a F r u i t l a n d Coal w e l l , 

c o u l d she d r i l l a w e l l i n t h e n o r t h h a l f o f 

S e c t i o n 23? 

A. She c o u l d have d r i l l e d a w e l l p r o v i d i n g 

t h a t BHP, as s u b - o p e r a t o r , was w i l l i n g t o 

r e l i n q u i s h o p e r a t o r s h i p , because she was d r i l l i n g 

on a c o m m i t t e d t r a c t . 

Q. She was d r i l l i n g on a c o m m i t t e d t r a c t ; 

however, i f t h e d e s i g n a t i o n p o o l i n g s u p e r s e d e d 
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t h e u n i t and t h a t t r a c t was, i n f a c t , n o t 

c o m m i t t e d t o t h e u n i t , w o u l d she have a r i g h t t o 

d r i 1 1 ? 

I f t h e n o r t h h a l f was n o t c o m m i t t e d t o 

t h e u n i t , w o u l d she have a r i g h t t o go i n and 

d r i l l ? 

CHAIRMAN LEMAY: I t h i n k we're g e t t i n g 

back t o t h e same l e g a l a r e a s t h a t r e q u i r e s a 

l e g a l o p i n i o n o f t h e w i t n e s s , w h e t h e r she has a 

l e g a l r i g h t t o d r i l l o r n o t . I'm n o t s u r e he's a 

1awyer. 

Are you a l a w y e r ? 

THE WITNESS: No. 

CHAIRMAN LEMAY: Okay, t h e n , be c a r e f u l 

w i t h i t . 

Q. I s L o c k e - T a y l o r t h e l e s s e e o f t h e s e 

f o u r - f e e t o i l and gas l e a s e s c o v e r i n g t h e n o r t h 

h a l f o f S e c t i o n 23? 

A. Oh, y e s . There has ne v e r been any 

d i s p u t e t h a t she owns t h e i n t e r e s t . 

Q. As a l e s s e e , does she have t h e r i g h t t o 

d r i l l on h e r l a n d s ? 

A. There a g a i n , two o f t h o s e l e a s e s — o r 

t h e d r i l l s i t e l e a s e i n t h i s case i s c o m m i t t e d t o 

t h e u n i t and, as su c h , t h e s u b - o p e r a t o r has t h e 
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f i r s t r i g h t t o o p p e r a t e , d r i l l t h a t w e l l a t t h a t 

l o c a t i o n . P l u s she had ne v e r come f o r w a r d and 

e x p r e s s e d an i n t e r e s t i n any i n t e r e s t t o d r i l l 

t h e w e l l , so I d o n ' t know i f she w o u l d . 

Q. I f she w o u l d have known o f y o u r p l a n s , 

she m i g h t have had t h e o p p o r t u n i t y t o come 

f o r w a r d and p r o p o s e a w e l l ? 

A. W e l l , we had i n d i c a t e d t o them i n 

Oc t o b e r t h a t we p l a n n e d t o d r i l l a w e l l t h e r e , 

and h e r l a n d s i n t h e n o r t h w e s t q u a r t e r had been 

i n c l u d e d i n t h e 390. And t h e y n e v e r o f f e r e d up 

any t y p e o f - - t h e y n e v e r b r o u g h t f o r t h any t y p e o f 

d i s c u s s i on. 

Q. They were c h e c k i n g t i m e , w e r e n ' t t h e y ? 

MR. BRUCE: Mr. Chairman, once a g a i n 

he's a s k i n g Mr. R e i n h a r d t what L o u i s e Locke was 

d o i n g , what L o u i s e Locke's o p i n i o n was, or 

w h e t h e r she was c o n s i d e r e d i n d r i l l i n g . He's 

t e s t i f i e d t h a t he d o e s n ' t , t o t h e b e s t o f h i s 

kn o w l e d g e , t h e y w e r e n ' t p l a n n i n g on d r i l l i n g . 

CHAIRMAN LeMAY: That may be b e s t 

answered by someone w h o — b y L o u i s e Locke, i f you 

have h e r as a w i t n e s s . 

Q. (BY MR. TULLY) L e t me ask you one 

o t h e r q u e s t i o n . We have t h e Tycksen w e l l t h a t ' s 
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l o c a t e d , okay? 

A. Yeah. 

Q. Does Mrs. Locke have t h e r i g h t t o 

r e e n t e r t h e T ycksen w e l l and a t t e m p t a c o m p l e t i o n 

i n t h e F r u i t l a n d Coal? 

MR. STOVALL: Mr. Chairman, i f I m i g h t 

t h r o w some g u i d a n c e on t h i s i s s u e , I'm n o t s u r e 

where Mr. T u l l y i s g o i n g , b u t t h e f a c t t h a t t h e r e 

i s more t h a n one p e r s o n t h a t m i g h t have t h e r i g h t 

t o do i t , one p e r s o n i s f i r s t t o e x e r c i s e , I'm 

n o t s u r e i f t h a t ' s r e l e v a n t t o w h a t e v e r o r d e r s 

you w o u l d i s s u e . You d o n ' t have c o m p e t i n g - f o r c e 

p o o l i n g a p p l i c a t i o n s . 

Perhaps i t w o u l d be more u s e f u l t o you 

i f Mr. T u l l y e x p l a i n e d why i t makes a d i f f e r e n c e 

w h e t h e r or n o t she had a r i g h t t o d r i l l on i t and 

a t what p o i n t s i n c e t h e r e i s n o t a f o r c e 

c o m p e t i n g a p p l i c a t i o n b e f o r e you. 

MR. TULLY: I'm t a l k i n g s p e c i f i c a l l y 

now a b o u t an e x i s t i n g w e l l , t h e Tycksen No. 1 

w e l l , t h a t ' s o p e r a t e d by L o u i s e Locke d o i n g 

b u s i n e s s as L o c k e - T a y l o r . 

CHAIRMAN LeMAY: Okay. 

Q. Do you know a n y t h i n g t h a t w o u l d s t o p 

L o u i s e Locke f r o m r e e n t e r i n g t h a t w e l l and 
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a t t e m p t i n g t h e c o m p l e t i o n i n t h e F r u i t l a n d Coal 

or even i n t h e P i c t u r e d C l i f f s i f she wanted t o ? 

A. W e l l , as i t i s now, t h e r e i s a l r e a d y 

a - - I d o n ' t know what t h e OCD w o u l d do about 

t h a t . T h e r e ' s a l r e a d y a p e r m i t t e d w e l l t h e r e i n 

t h e n o r t h e a s t q u a r t e r . I d o n ' t know i f t h e y 

w o u l d s u b s e q u e n t l y p e r m i t a n o t h e r w e l l or n o t . 

Q. I s n ' t t h e Tyc k s e n w e l l an a l r e a d y 

p e r m i t t e d w e l l , been i n e x i s t e n c e s i n c e 1952? 

T h e r e ' s a w e l l b o r e t h e r e . She owns f r o m t h e 

s u r f a c e t o t h e base o f t h e P i c t u r e d C l i f f s , 

t h a t ' s a c k n o w l e d g e d . 

What w o u l d keep h er f r o m f r o m h a v i n g 

t h e r i g h t t o go i n t h e r e and r e e n t e r t h a t w e l l 

and a t t e m p t a r e c o m p l e t i o n i n t h e P i c t u r e d C l i f f s 

o r even go ahead and c o m p l e t e i n t h e F r u i t l a n d 

Coal? 

MR. STOVALL: Mr. Chairman, I h a t e t o 

i n t e r r u p t a g a i n , b u t i f I m i g h t be u s e f u l , Mr. 

B r u c e , w o u l d you a g r e e , t h a t assuming Mrs. Locke 

has o p e r a t i n g r i g h t s , t h a t she w o u l d have t h e 

r i g h t t o do a c o m p l e t i o n u n l e s s t h a t r i g h t was 

pr e e m p t e d by somebody e l s e who had e q u a l r i g h t s ? 

Would you agr e e w i t h t h a t q u e s t i o n as a l e g a l 

q u e s t i o n ? 
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MR. BRUCE: As a l e g a l , q u e s t i o n , y e s , 

l i k e i f somebody e l s e who had l e g a l r i g h t s o r , as 

I a r g u e d i n my b r i e f , i f t h e O i l C o n s e r v a t i o n 

D i v i s i o n o r Commission c o u l d , under a f o r c e d 

p o o l i n g o r d e r , a u t h o r i z e t h e d r i l l i n g o f a w e l l 

on someone e l s e ' s l e a s e . 

MR. TULLY: See, we're back t o t h e 

l e g a l i s s u e . 

MR. STOVALL: The q u e s t i o n i s w h e t h e r 

or n o t d i d t h e y b o t h have a r i g h t t o do i t ? i s 

t h e f i r s t q u e s t i o n , Mr. T u l l y and Mr. Chairman, 

as I'm h e a r i n g . And t h e n t h e second q u e s t i o n i s 

i f t h e y b o t h have t h e r i g h t , d i d BHP v i o l a t e any 

d u t y t o Mrs. Locke by n o t a s k i n g her i f she 

wanted t o d r i l l t h e w e l l f i r s t ? 

That sounds t o me l i k e t h e q u e s t i o n 

y o u ' r e a s k i n g . I s t h a t what y o u ' r e t r y i n g t o g e t 

t o ? 

MR. TULLY: That was my n e x t q u e s t i o n 

was t o ask Mr. R e i n h a r d t i f t h e r e had ev e r been 

any d i s c u s s i o n s amongst t h e BHP p e o p l e t o go i n 

and r e e n t e r t h e e x i s t i n g T y cksen w e l l t o a t t e m p t 

a r e c o m p l e t i o n i n t h e F r u i t l a n d C o a l . 

CHAIRMAN LEMAY: I t h i n k t h a t ' s a f a i r 

q u e s t i o n . Now we're g e t t i n g i n t o s o m e t h i n g he's 
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q u a l i f i e d t o answer. Thank you. 

A. I d o n ' t r e c a l l t h e r e b e i n g any i n t e r e s t 

i n r e e n t e r i n g t h a t T ycksen w e l l . 

Q. By y o u r company? 

A. W e l l , yeah, by BHP. There a g a i n , I 

t h i n k i t g e t s i n t o m a t t e r s o f w e l l c o n d i t i o n and 

w e l l d e s i g n and t h i n g s l i k e t h a t t h a t I d o n ' t 

know a b o u t . 

Q. So w o u l d i t be a f a i r s t a t e m e n t t h a t a 

l o t o f t h e s e q u e s t i o n s t h a t I ' v e been a s k i n g , you 

c o u l d n o t r e a l l y answer them because t h e y r e q u i r e 

a l e g a l d e t e r m i n a t i o n ? 

A. No. I s a i d e n g i n e e r i n g . 

Q. Excuse me. That l a s t p a r t may be y e s , 

b u t I mean t h e s e o t h e r q u e s t i o n s a b o u t t h e r i g h t 

t o r e e n t e r a w e l l and t h e r i g h t t o r e c o m p l e t e a 

w e l l and t h a t t y p e o f t h i n g ? You c a n n o t answer 

t h o s e q u e s t i o n s ; i s t h a t a f a i r s t a t e m e n t ? 

CHAIRMAN LEMAY: I d o n ' t know i f t h a t ' s 

c h a r a c t e r i z i n g t h e p r e v i o u s q u e s t i o n s . Whether 

t h e y have a r i g h t o r n o t may be a l e g a l 

d e t e r m i n a t i o n . I t h o u g h t you were a s k i n g w h e t h e r 

Mrs. Locke d i d c e r t a i n t h i n g s o r s h o u l d have o r 

c o u l d have. And t h a t r e q u i r e s s u p p o s i t i o n on h i s 

p a r t t h a t he knows what Mrs. Locke's p o s i t i o n 
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wou1d be. 

MR. TULLY: W e l l , I'm a s k i n g him i f he 

knows o f a n y t h i n g t h a t w o u l d keep h er f r o m 

e x e r c i s i n g t h o s e r i g h t s . 

MR. BRUCE: I t h i n k he's a l r e a d y 

answered t h a t . He s a i d t h e GCU, t h e u n i t 

agreement under w h i c h t h e y ' r e a s u b - o p e r a t o r . 

He's a l r e a d y s t a t e d t h a t a c o u p l e o f t i m e s . 

MR. TULLY: They d i d t h a t on t h e 391 

w e l l . I d o n ' t t h i n k I u n d e r s t o o d him t o say t h a t 

on t h e Tycksen w e l l . 

CHAIRMAN LEMAY: Can you r e p h r a s e t h e 

q u e s t i o n ? I'm g e t t i n g c o n f u s e d what t h e i n i t i a l 

q u e s t i o n r e a l l y was or where we a r e . 

MR. TULLY: Okay. W e ' l l go back a 

c o u p l e o f s t e p s . 

Q. Do you know o f a n y t h i n g t h a t w o u l d keep 

any c l a i m o r any r i g h t o r a n y t h i n g a t a l l t h a t 

w o u l d keep L o u i s e Locke f r o m r e e n t e r i n g h e r 

e x i s t i n g Tycksen w e l l and a t t e m p t i n g a 

r e c o m p l e t i o n i n t h e P i c t u r e d C l i f f s o r a 

c o m p l e t i o n i n t h e F r u i t l a n d Coal gas? 

A. W e l l , I can t h i n k o f two t h i n g s , n o t 

r e a l l y l a n d r e l a t e d . One t h i n g w o u l d be t h e 

e x i s t i n g c o n d i t i o n o f t h e h o l e w h i c h a p e t r o l e u m 
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e n g i n e e r w o u l d have t o speak t o more t h a n 

m y s e l f . And t h e o t h e r t h i n g w o u l d be a m a t t e r o f 

economics s i n c e t h e P i c t u r e d C l i f f s had a l r e a d y 

been t e s t e d and be deemed t o be n o n c o m m e r c i a l . 

There a g a i n , i t ' s k i n d o f g e t t i n g 

o u t s i d e o f my e x p e r t i s e . 

Q. Who deems t h a t t h e P i c t u r e d C l i f f s i s 

n o n c o m m e r c i a l ? 

A. I assume whoever d r i l l e d t h e w e l l . 

Q. What d i f f e r e n c e does t h a t make a t t h i s 

p a r t i c u l a r p o i n t on w h e t h e r she wanted t o 

r e c o m p l e t e t h e P i c t u r e d C l i f f s o r n o t ? 

A. W e l l , i f she d o e s n ' t have an 

e x p e c t a t i o n o f g e t t i n g her money back and making 

a p r o f i t , she may be d i s c o u r a g e d f r o m d e e p e n i n g 

t h e w e l l a g a i n . Her e n g i n e e r i n g c o n s u l t a n t w o u l d 

have t o a d v i s e h e r on t h a t . 

Q. Now, BHP n e v e r d i d p r o p o s e d t o 

r e c o m p l e t e t h e Tycksen w e l l i n t h e F r u i t l a n d 

C o a l , o r t o t h e b e s t o f y o u r knowledge? 

A . No . 

Q. As f a r as you know, t h e r e was l i t t l e or 

no d i s c u s s i o n about t h a t ; i s t h a t c o r r e c t ? 

A. No. BHP seemed c o n t e n t t o d r i l l a new 

w e l l and have some c o n t r o l o v e r how i t was 
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d r i l l e d and how i t was cemented and c o m p l e t e d and 

so f o r t h . I t was j u s t an o v e r l y i n g p r e f e r e n c e 

t h e r e j u s t t o d r i l l a new h o l e i n s t e a d o f 

r e e n t e r i n g a 4 0 - y e a r - o l d one. 

Q. Now, when do you r e c a l l t h e commitment 

o f T r a c t 102 or t h e Zimmerman l e a s e t o t h e 

G a l l e g o s Canyon U n i t was g o i n g t o be used as a 

d e f e n s e f o r t h i s t r e s p a s s c l a i m by Mrs. Locke? 

Was i t b e f o r e y o u r t i t l e o p i n i o n was r e n d e r e d , 

o r a l t i t l e o p i n i o n was r e n d e r e d ? Was i t a f t e r 

t h e w r i t t e n t i t l e o p i n i o n ? 

MR. BRUCE: And I w o u l d o b j e c t t o any 

d i s c l o s u r e o f any a t t o r n e y / c 1 i e n t 

c o m m u n i c a t i o n s . I t ' s o b v i o u s t h a t ' s where i t 

came f r o m . 

Q. When t h e commitment o f t h e Zimmerman 

l e a s e became a d e f e n s e t o t h e t r e s p a s s c l a i m , d i d 

you have c o m m u n i c a t i o n s w i t h y o u r a t t o r n e y a t 

t h a t t i m e ? 

A. We 1 1 , y e s . 

Q. When were t h o s e c o m m u n i c a t i o n s ? 

A. I w o u l d v e n t u r e t o say a f t e r t h e s u i t 

was f i l e d . 

Q. A f t e r t h e l a w s u i t was f i l e d ? 

A. Yes. 
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Q. Do you remember when t h e l a w s u i t was 

f i l e d ? 

A. I b e l i e v e i t was f i l e d l a s t J u l y . 

Q. So BHP went ahead and d r i l l e d t h e w e l l , 

a l l t h e s e t h i n g s happened, f o r c e d p o o l i n g 

a p p l i c a t i o n s , t h e l a w s u i t was f i l e d , and t h a t 

t y p e o f t h i n g . And t h e n , a l l o f a sudden, t h e 

l i g h t b u l b comes on and i t ' s now a commitment t o 

t h e u n i t i s now our d e f e n s e ; i s t h a t what y o u ' r e 

s a y i n g ? 

A. W e l l , no. There a g a i n , my a t t o r n e y 

m i g h t want t o answer t h a t , b u t I d o n ' t know t h a t 

t h a t ' s a c o r n e r s t o n e k i n d o f a t h i n g . 

CHAIRMAN LEMAY: I m i g h t say s o m e t h i n g 

t h a t o u r h e a r i n g s a r e n ' t n o r m a l l y o f f e n s e and 

d e f e n s e . I n a c o u r t o f law you m i g h t 

c h a r a c t e r i z e s o m e t h i n g i n t h o s e t e r m s , Mr. T u l l y . 

But n o r m a l l y what we're t r y i n g t o do i s p r o d u c e 

f i n d i n g s o f f a c t and r u l e on t h o s e f i n d i n g s o f 

f a c t , b u t n o t n e c e s s a r i l y t h e advocacy 

p r o c e e d i n g s y o u ' r e r e f e r r i n g t o , o f f e n s e and 

d e f e n s e and l a w s u i t s and so f o r t h . 

MR. TULLY: I f I c o u l d have j u s t a 

second t o c o n f e r w i t h my c o c o u n s e l . 

No f u r t h e r q u e s t i o n s . Thank you f o r 

RODRIGUEZ-VESTAL REPORTING 
( 505 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

24 

25 

165 

y o u r p a t i e n c e . I t t o o k a l o n g t i m e . 

CHAIRMAN LEMAY: A d d i t i o n a l q u e s t i o n s 

o f t h e w i t n e s s ? 

MR. BRUCE: Yes, Mr. Chairman. And 

I ' l l t r y t o be q u i c k . 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. F i r s t o f f , Mr. R e i n h a r d t , BHP's E x h i b i t 

4-A and Locke E x h i b i t Q, do you have them b o t h 

b e f o r e you? 

A. Yes. 

Q. Don't t h e y b o t h say t h a t t h e w o r k i n g 

i n t e r e s t o f T r a c t 102 i s c o m m i t t e d t o t h e u n i t ? 

A. Yes, i t does. 

Q. Do you see any c o n f l i c t between t h o s e 

two l e t t e r s ? 

A. P e r s o n a l l y , no. 

Q. Now, Mr. T u l l y a l s o asked about you 

some q u e s t i o n s a b o u t a p o o l i n g c l a u s e i n a 

l e a s e . The Zimmerman l e a s e d i d n ' t have one 

o r i g i n a l l y and l a t e r on one was added. I n y o u r 

o p i n i o n , does t h e p r e s e n c e or absence o f a 

p o o l i n g c l a u s e i n a l e a s e p r e v e n t c o m m i t t i n g a 

w o r k i n g i n t e r e s t t o a w e l l u n i t o r a p o o l - w i d e 

u n i t l i k e t h e GCU? 
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A . No . 

Q. Now, r e f e r r i n g t o E x h i b i t 3, w h i c h i s 

t h e u n i t agreement f o r t h e GCU, and A r t i c l e 24 on 

page 1 7 — 

A. A l l r i g h t . / 

Q. Page 17, Mr. R e i n h a r d t . Now, i f I can 

p a r a p h r a s e , i f no one has any o b j e c t i o n , d o e s n ' t 

t h e f i r s t s e n t e n c e o f A r t i c l e 24 s t a t e t h a t i f 

o n l y t h e w o r k i n g i n t e r e s t owner o f t h e t r a c t i s 

c o m m i t t e d t o t h e u n i t , t h e n i t can be w i t h d r a w n 

p r i o r t o a p p r o v a l o f t h e agreement by t h e 

d i r e c t o r o f t h e U.S.G.S.? 

A. Yes. 

Q. Now, moving on ab o u t f i v e pages 

f u r t h e r , when d i d t h e d i r e c t o r o f t h e U.S.G.S. 

ap p r o v e t h e u n i t agreement? 

A. The u n i t was a p p r o v e d on J u l y 25, 1951. 

Q. Okay. And t h e l e t t e r f r o m Benson and 

M o n t i n a s k i n g how t o w i t h d r a w was i n 1952, wasn't 

i t ? 

A. T h a t ' s c o r r e c t . 

Q. Now, r e g a r d i n g y o u r c o m m u n i c a t i o n s w i t h 

Mrs. L o c k e , I t h i n k you s a i d y o u r f i r s t 

c o m m u n i c a t i o n was w i t h Don Locke, and I d o n ' t 

know i f you i d e n t i f i e d who t h a t i s . Who do you 
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u n d e r s t a n d Don Locke t o be? 

A. Don Locke I u n d e r s t a n d him t o be L o u i s e 

Locke's son. 

Q. Your f i r s t c o m m u n i c a t i o n was sometime 

i n O c t o b e r ? 

A. E a r l y O c t o b e r . 

Q. D i d Don Locke o r L o u i s e Locke o r Mr. 

T u l l y , on L o u i s e Locke's b e h a l f , e v e r i n d i c a t e 

any w i l l i n g n e s s t o j o i n i n t h e w e l l ? 

A. No, s i r . 

Q . D i d t h e y e v e r ask you f o r f a r m o u t 

t erms? 

A. No, s i r . 

Q. I t h i n k you p r e v i o u s l y s t a t e d t h a t y o u r 

o f f e r t o p u r c h a s e her F r u i t l a n d Coal r i g h t s was 

$450 an a c r e ? 

A. Yes, s i r . 

Q. W i t h an o v e r r i d e ? 

A. W i t h 7-1/2 p e r c e n t o v e r r i d e . 

Q. Has BHP p u r c h a s e d o t h e r i n t e r e s t s i n 

t h i s p o o l ? 

A. Yes, we had p u r c h a s e d t h e i n t e r e s t o f 

Oryx Energy i n a p p r o x i m a t e l y 1300 a c r e s , p a y i n g 

them $450 a n e t a c r e , w i t h o u t r e s e r v a t i o n o f any 

o v e r r i d i n g r o y a l t y . 
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Q. Was t h a t o n l y f o r t h e F r u i t l a n d Coal 

r i gh t s ? 

A. No. That was f o r a l l r i g h t s f r o m t h e 

s u r f a c e t o t h e base o f t h e P i c t u r e d C l i f f s 

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

Q. What about t h e n o r t h h a l f o f t h e 

s o u t h w e s t q u a r t e r ? 

A. The n o r t h h a l f o f t h e s o u t h w e s t q u a r t e r 

was p u r c h a s e d f o r - - i t was 80 n e t a c r e s , and i t 

p u r c h a s e d f o r $312.50 an a c r e w i t h a r e s e r v a t i o n 

o f a 2 p e r c e n t o v e r r i d e . 

Q. I s i t f a i r t o say t h a t t h e o f f e r t o 

Mrs. Locke was t h e h i g h e s t made by BHP i n t h i s 

p o o l o r i n t h i s u n i t ? 

A. Yes, s i r . 

Q. I s t h e r e c u r r e n t l y any F r u i t l a n d Coal 

p a r t i c i p a t i n g a r e a i n t h e u n i t ? 

A. No, t h e r e ' s n o t . 

Q. Now, t h e r e ' s been some d i s c u s s i o n a b o u t 

c o m m e r c i a l and n o n c o m m e r c i a l w e l l s , e t c e t e r a . 

Does BHP have any w e l l s i n t h e u n i t t h a t a r e n o t 

c o n s i d e r e d u n i t w e l l s ? 

A. Yes, t h e r e a r e s e v e r a l o f them l o c a t e d 

i n d i f f e r e n t p a r t s o f t h e u n i t t h a t were d r i l l e d 

and were deemed t o be n o n p a y i n g w e l l s . 
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Q. Deemed by who? 

A. By BLM. 

Q. Are some o f t h e s e on t r a c t s t h a t a r e 

c o m m i t t e d t o t h e u n i t ? 

A. Yes, t h e y a r e . 

Q. Mr. R e i n h a r d t , do you have Locke 

E x h i b i t F? 

A. I don 1 t know. 

Q. And I t h i n k u nder Mr. T u l l y 1 s 

q u e s t i o n i n g you s a i d t h i s was a 1961 p l a n o f 

d e v e l o p m e n t . Does t h e f r o n t page o f t h i s l e t t e r 

i n d i c a t e t h a t was m a i l e d t o t h e w o r k i n g i n t e r e s t 

owners i n t h e u n i t ? 

A. The f r o n t page, t h e f i r s t page o f t h e 

l e t t e r shows t h a t i t ' s a d d r e s s e d t o U.S.G.S., O i l 

C o n s e r v a t i o n Commission, Commissioner o f P u b l i c 

Lands, and a l l w o r k i n g i n t e r e s t owners, G a l l e g o s 

Canyon U n i t , and i t r e f e r s t o an a t t a c h e d 

a d d r e s s e e l i s t . 

Q. T u r n i n g t o t h e f i n a l pages o f t h a t 

e x h i b i t , i s L o c k e - T a y l o r l i s t e d as one o f t h e 

w o r k i n g i n t e r e s t owners i n t h e u n i t ? 

A. Yes, s i r , t h e y a r e . 

Q. T h i s i s a number o f y e a r s a f t e r t h e 

t r a c t was s u p p o s e d l y w i t h d r a w n f r o m t h e u n i t 
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a l l e g e d l y ? 

A. A l l e g e d l y . 

Q. Have you r e v i e w e d o t h e r u n i t documents 

f r o m t h e 1960s where Mrs, Locke was l i s t e d as an 

a d d r e s s e d w o r k i n g i n t e r e s t owner i n t h e GCU? 

A. Yes, s i r , I have. 

Q. Do you know why she d o e s n 1 t show up 

l a t e r ? 

A. No, I d o n ' t . I know she d i d n ' t show up 

on — I t h i n k I t e s t i f i e d t o t h i s e a r l i e r — b u t she 

d i d n ' t show up on BHP's l i s t because her 

i n t e r e s t s i n t h e u n i t were o u t s i d e o f t h e 

p a r t i c i p a t i n g a r e a s i n w h i c h BHP o p e r a t e d . 

Q. BHP's o p e r a t i o n s were i n i t i a l l y l i m i t e d 

t o c e r t a i n p a r t i c i p a t i n g a r e a s ; i s t h a t c o r r e c t ? 

A. Yes. They were — i n i t i a l l y t h e y were 

l i m i t e d t o j u s t t h e P i c t u r e d C l i f f s p a r t i c i p a t i n g 

a r e a . 

Q. Now, c o u l d you r e f e r t o Locke E x h i b i t 

I , Mr. R e i n h a r d t ? I t ' s y o u r l e t t e r , I b e l i e v e , 

d a t e d J u l y 23, 1990. 

A. Yes, s i r . 

Q. Th e r e ' s s i x or e i g h t F r u i t l a n d Coal 

w e l l s l i s t e d ? 

A. Yes, s i r . 
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Q. Those a r e a l l s t a n d - u p u n i t s , a r e n ' t 

t h e y ? 

A . Yes, t h e y a r e . 

Q. No p a r t i c u l a r r e a s o n t h a t a s t a n d - u p 

p a t t e r n was chosen? 

A. No p a r t i c u l a r r e a s o n . 

MR. BRUCE: I d o n ' t have any f u r t h e r 

q u e s t i o n s , Mr. Chairman. 

CHAIRMAN LEMAY: Go ahead. 

MR. TULLY: I ' l l have a c o u p l e r e a l 

q u i c k r e c r o s s . 

FURTHER EXAMINATION 

BY MR. TULLY: 

Q. We p r e v i o u s l y had a d i s c u s s i o n a b o u t an 

U.S.G.S. memorandum back i n 1952 p e r t a i n i n g t o 

some i d e n t i f i c a t i o n o f some n o n u n i t w e l l s 

o f f s e t t i n g t h e G a l l e g o s Canyon U n i t . One o f 

t h o s e w e l l s was c a l l e d t h e Locke No. 1 w e l l . 

Do you happen t o know when t h e ac r e a g e 

d e d i c a t e d t o t h e Locke No. 1 w e l l was i n c l u d e d i n 

t h e G a l l e g o s Canyon U n i t as T r a c t No. 164? 

A. You mean t h e F a u s t w e l l ? 

Q . D i d I say Locke? 

A. Yes. 

Q. I'm s o r r y , I meant t h e Fa u s t w e l l . 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-177 2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

15 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

23 

24 

25 

172 

A. A c t u a l l y , I c a n ' t remember t h e e x a c t 

d a t e . I t h i n k i t was sometime i n t h e e a r l y 60s. 

Q. About t h e t i m e t h a t t h e s e 1960 

de v e l o p m e n t programs s t a r t e d s h o w i n g L o c k e - T a y l o r 

as b e i n g a w o r k i n g i n t e r e s t owner, wasn't i t ? 

A. W e l l , I d o n ' t r e c a l l . 

Q. Do you r e c a l l L o c k e - T a y l o r , p r e v i o u s t o 

I 9 6 0 , b e i n g l i s t e d as a w o r k i n g i n t e r e s t owner i n 

t h e G a l l e g o s Canyon U n i t and t h e a v a i l a b l e 

mater i a l ? 

A. W e l l , I h a v e n ' t r e s e a r c h e d t h a t . I t ' s 

p o s s i b l e t h a t t h e y c o u l d have. 

Q. I f you h a v e n ' t r e s e a r c h e d i t , t h e n I 

guess you c a n ' t anser t h e q u e s t i o n ; i s t h a t 

c o r r e c t ? Or do you want t o p e r f o r m t h e s e a r c h 

now? 

A . No . I d o n ' t know. 

Q • Now , under t h e s u b - o p e r a t o r i n s t r u m e n t 

t h a t was g i v e n t o BHP by Amoco P r o d u c t i o n 

Company, i s i t l i m i t e d t o j u s t p a r t i c i p a t i n g a r e a 

a c r e a g e , o r i s i t a l l a c r e a g e i n c l u d e d w i t h i n t h e 

G a l l e g o s Canyon U n i t ? 

A. The d e s i g n a t i o n o f s u b - o p e r a t o r 

i n s t r u m e n t ? 

Q. Uh-huh. 
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A. The o r i g i n a l d e s i g n a t i o n o f 

o p e r a t o r s h i p was e x e c u t e d by Amoco t o c o v e r t h o s e 

l a n d s i n c l u d e d w i t h i n t h e b o u n d a r i e s or 

c o i n c i d e n t w i t h t h e b o u n d a r i e s o f t h e P i c t u r e d 

C l i f f s p a r t i c i p a t i n g a r e a . As I r e c a l l , t h a t was 

t o c o v e r f r o m t h e s u r f a c e t o t h e base o f t h e 

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

Q. Was t h a t t h e s u b - o p e r a t o r t h a t was 

g i v e n t o C l i n t o n and Energy R e s e r v e s , or was t h a t 

t h e s u b - o p e r a t o r i n s t r u m e n t t h a t was g i v e n t o 

BHP? 

A. I t h i n k t h e o r i g i n a l s u b - o p e r a t o r — I'm 

t r y i n g t o remember. The o r i g i n a l s u b - o p e r a t o r 

a g r e e m e n t , I b e l i e v e , was e x e c u t e d i n f a v o r o f 

C l i n t o n O i l . And C l i n t o n , o f c o u r s e , merged i n t o 

ERG, and ERG merged i n t o BHP. 

Q. Are you aware, t h o u g h , t h a t t h e r e a r e 

t h r e e s e p a r a t e d e s i g n a t i o n s o f s u b - o p e r a t o r 

a greements? 

A. I know o f a t l e a s t one more, and i t was 

e x e c u t e d i n 89. 

Q. I t ' s been a l o n g day, and t h i s may be a 

q u e s t i o n I ' v e asked b e f o r e . But l e t me ask i t 

a g a i n , and j u s t t e l l me i f you've answered i t 

b e f o r e . Do you know o f any d e t e r m i n a t i o n by t h e 

RODRIGUEZ-VESTAL REPORTING 
(5 05) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

23 

24 

2 5 

174 

U.S.G.S. a t about t h e t i m e t h e Tycksen w e l l was 

d r i l l e d w h e t h e r t h a t w e l l was d e t e r m i n e d t o be 

c o m m e r c i a l o r n o n c o m m e r c i a l ? 

A. I c a n ' t r e c a l l h a v i n g seen a n y t h i n g , 

a n y t h i n g s u b m i t t e d t o BLM i n s u p p o r t o f a p a y i n g 

w e l l d e t e r m i n a t i o n . 

Q. T h a t ' s t h e U.S.G.S. we're t a l k i n g 

a b o u t ? 

A. R i g h t , U.S.G.S. Back t h e n i t was 

U.S.G.S.. 

MR. TULLY: Thank you. 

CHAIRMAN LEMAY: Do you have a n y t h i n g 

e l s e ? 

MR. BRUCE: Not r e a l l y , Mr. Examiner--

o r Mr. Chairman. I do have one comment t h a t t h e 

d e s i g n a t i o n o f s u b - o p e r a t o r t o BHP s h o u l d be i n 

t h e OCD's f i l e , s i g n e d by Roy Johnson, on 

F e b r u a r y 6, 1990, r e g a r d i n g t h e o p e r a t o r s h i p o f 

t h e e n t i r e PCU. And i f you want t h a t i n t h e 

r e c o r d , I have one copy t h a t I c o u l d t h r o w i n . 

CHAIRMAN LEMAY: F i n e . Put i t i n . 

Commissioner C a r l s o n ? 

EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. On BHP, t h e two e x h i b i t B's t o t h e u n i t 
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a g r e e m e n t s , BHP E x h i b i t s 4-B and 4-C, a r e t h e r e 

more r e c e n t E x h i b i t B's t o t h e U n i t Agreement? 

Why a r e t h e s e i n t r o d u c e d ? 

A. As I r e c a l l , t h o s e were i n t r o d u c e d 

because t h e y i n d i c a t e on t h e r e how many a c r e s o u t 

o f each d e s c r i b e d l e a s e were c o m m i t t e d t o t h e 

u n i t . I can t h i n k o f one l a t e r , E x h i b i t B t o t h e 

U n i t Agreement d a t e d 1962, t h a t was f i l e d a f t e r 

t h e l a s t u n i t e x p a n s i o n . 

Q. And t h a t ' s t h e most r e c e n t E x h i b i t B, 

1962? 

A. Yeah. 

Q. Does t h e 1962 E x h i b i t B show T r a c t 102 

on i t ? 

A. Yes, i t does. 

Q. Who i s t h e o r i g i n a l u n i t o p e r a t o r ? 

A. Benson and M o n t i n , I n c . 

Q. And t h e n t h e s u c c e s s o r u n i t o p e r a t o r 

became—who was t h a t ? 

A. S t a n o l i n d O i l & Gas Company. 

Q. S t a n o l i n d i s a p r e d e c e s s o r t o Amoco? 

A. T h e y ' r e a p r e d e c e s s o r t o Pan A m e r i c a n 

P e t r o l e u m , who t h e n was, I b e l i e v e , Pan Am 

e x e c u t e d a name change t o Amoco P r o d u c t i o n 

Company. 
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Q. The p o o l i n g a g reement, w h i c h i s Locke 

E x h i b i t C, t h a t was e n t e r e d i n t o i n 53, was i t ? 

September 53? 

A. R i g h t . 

Q. Was S t a n o l i n d O i l t h e u n i t o p e r a t o r i n 

September o f 1953? 

A. Yes, s i r . I b e l i e v e t h e y had succeeded 

t o Benson and M o n t i n by t h a t t i m e a c t u a l l y . And 

t h e y e x e c u t e d , S t a n o l i n d e x e c u t e d t h i s i n 1954, 

b u t I b e l i e v e t h e y had succeeded t o Benson and 

M o n t i n as u n i t o p e r a t o r . 

Q. I f S t a n o l i n d b e l i e v e d t h a t T r a c t 102, 

or t h e n o r t h h a l f o f S e c t i o n 23 was i n t h e u n i t , 

w o u l d t h e r e have been any r e a s o n f o r them t o 

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

A. W e l l , I t h i n k t h e y r e c o g n i z e t h a t t h e r e 

were some t r a c t s , t h e r e were two t r a c t s i n t h e 

n o r t h h a l f t h a t were n o t c o m m i t t e d . I can o n l y 

s p e c u l a t e why t h e y j o i n e d i n on t h i s i n s t r u m e n t 

s i n c e t h e y had a l r e a d y e x e c u t e d an a s s i g n m e n t t o 

L o c k e - T a y l o r . 

Q. I s i t c u s t o m a r y f o r u n i t o p e r a t o r s t o 

e n t e r i n t o p o o l i n g a r r a n g e m e n t s f o r l a n d w i t h i n a 

u n i t ? 

A. I t ' s — w e l l , I d o n ' t t h i n k o f i t as 
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b e i n g c u s t o m a r y i n t h e sense t h a t i t ' s done v e r y 

o f t e n . But I t h i n k t h a t t h e y - - a n d i t i s my s i n c e 

t h a t t h e y p r o b a b l y went ahead and e x e c u t e d a 

p o o l i n g d e s i g n a t i o n because t h e r e were c e r t a i n 

u n c o m m i t t e d t r a c t s i n t h e u n i t and f e l t t h e r e was 

a need t o d e s i g n a t e t h o s e as some t y p e o f p o o l e d 

u n i t . 

Q. On t h e Tyc k s e n No. 1 w e l l , t h a t was 

d r i l l e d i n what y e a r ? 

A. As I r e c a l l , 1952. 

Q. That was a f t e r t h e e f f e c t i v e d a t e o f 

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

A. T h a t ' s c o r r e c t . 

Q. Was t h a t d r i l l e d a t - - I guess, do t h e 

r e c o r d s show t h a t t h a t was d r i l l e d a t t h e e n t i r e 

expense o f , I guess i t was L o c k e - T a y l o r a t t h a t 

t ime? 

A. T h a t ' s my u n d e r s t a n d i n g . L o c k e - T a y l o r 

e n t e r e d i n t o some t y p e o f f a r m o u t a r r a n g e m e n t 

w i t h S t a n d l i n d and Benson and M o n t i n and went i n 

and d r i l l e d t h i s w e l l i n s a t i s f a c t i o n o f t h a t 

f a r m o u t agreement and p a i d f o r i t , a l s o . 

Q. I s t h e r e any r e c o r d t h a t t h e r e was ever 

an a t t e m p t t o i n c l u d e t h a t w i t h i n a p a r t i c i p a t i n g 

a r e a w i t h i n t h e u n i t ? 
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A. No. And, o f c o u r s e , as I r e c a l l , t h e 

w e l l was d r i l l e d t o t h e P i c t u r e d C l i f f s . I t was 

deemed n o n c o m m e r c i a l and p l u g g e d back t o t h e 

F r u i t l a n d Sand, and I d o n ' t know why t h e p a r t i e s 

n e v e r came f o r w a r d t o e s t a b l i s h a PA. That w o u l d 

be j u s t c o n j e c t u r e on my p a r t . 

COMMISSIONER CARLSON: T h a t ' s a l l I 

have . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. There has been a l o t o f t e s t i m o n y 

i n v o l v i n g t h e t i m e frame o f December 1990. One 

t h i n g t h e y h a d n ' t b r o u g h t up, do you t h i n k some 

o f t h e p r e f e r e n c e s o f Amoco t o g e t t h e F r u i t l a n d 

w e l l s d r i l l e d and t h e p r e f e r e n c e o f BP t o d r i l l 

t h o s e , say, i n c o n t r a s t t o some t h e PC w e l l s was 

a t t h a t t i m e t h e r e was s l a t e d t o e x p i r e S e c t i o n 

29 t a x c r e d i t u n l e s s e x t e n d e d by Congress on an 

1/1/93 d a t e ? 

A. I know f r o m d e a l i n g w i t h Amoco, I know 

t h e y seemed t o be e x t r e m e l y a n x i o u s t o see t h e 

F r u i t l a n d Coal r i g h t s d e v e l o p e d w i t h i n t h e u n i t , 

b u t t h e y w e r e n ' t w i l l i n g t o t a k e a w o r k i n g 

i n t e r e s t i n t h e p r o j e c t . So, I d o n ' t know t h a t 

t h e y w o u l d have b e n e f i t t e d f r o m t h o s e t a x 
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c r e d i t s . 

Q. Do t h e y have an o v e r r i d e under t h e 

f a r m o u t t e r m s ? 

A. They have a n o n c o n v e r t a b 1 e 9-1/2 

p e r c e n t o v e r r i d e i n each w e l l t h a t ' s n o n d i l u t e d 

i n t h e e v e n t a PA i s p e r f o r m e d . 

Q. Wouldn't t h a t make them an i n t e r e s t 

owner i n t h e w e l l and, t h e r e f o r e , b e i n g a b l e t o 

p a r t i c i p a t e i n t h e t a x c r e d i t l o n g e r t h a n any 

o t h e r w o r k i n g i n t e r e s t o r r o y a l t y owner? 

A. T h a t ' s p o s s i b l e . I was — I guess I had 

been under t h e i m p r e s s i o n t h a t you had t o be a 

w o r k i n g i n t e r e s t owner. Perhaps t h e y c o u l d . 

Q. W e l l , t h e t i m i n g , December, do you 

happen t o know how many r i g s were o p e r a t i n g up 

t h e r e ? Was t h e r e a s c a r c i t y o f r i g s i n t h e 

b a s i n ? J u s t d r y i n g t o c h a r a c t e r i z e t h e t i m e , 

November, December 1990? 

A. Yeah, I know t h a t i t was b e f o r e t h e — I 

d o n ' t remember i f Congress had e x t e n d e d t h e 

d e a d l i n e , by t h a t t i m e t h e y had e x t e n d e d t h e 

d e a d l i n e f o r t h e d r i l l i n g o f t h o s e w e l l s o r n o t . 

I d o n ' t remember e x a c t l y when t h a t o c c u r r e d . 

I know, f r o m BHP's s t a n d p o i n t , i t had 

been b r o u g h t o u t i n m e e t i n g s a t BHP about 
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G a l l e g o s Canyon t h a t t h e y were used t o u s i n g a 

c e r t a i n t y p e o f r i g . I t was c o n s i d e r a b l y cheaper 

t h a n o t h e r t y p e s o f r i g s t h a t were r a t e d f o r 

deeper d e p t h s . And I know t h e y w a nted t o use, t o 

keep t h a t r i g employed. 

Q. W e l l , i n f a c t , t h e y spudded b o t h w e l l s , 

t h e 390 and 3 9 1 , i n December o f 1990. I d o n ' t 

know e x a c t l y when Congress o f f i c i a l l y e x t e n d e d 

t h a t . I t was somewhere i n t h a t p e r i o d o f t i m e . 

I j u s t wondered i f some o f t h a t c o n c e r n t o d r i l l 

t h o s e w e l l s i n t h a t month, o r a t l e a s t spud them 

and s t a r t them, was t o t a k e a d v a n t a g e o f t h e 

S e c t i o n 29 t a x c r e d i t ? 

A. At t h a t t i m e BHP was s t i l l 

i n v e s t i g a t i n g w h e t h e r o r n o t t h e y , t h e m s e l v e s , 

c o u l d use i t . I guess t h e i r t a x p e o p l e have gone 

back and f o r t h o v e r t i m e as t o w h e t h e r o r n o t 

even BHP c o u l d u t i l i z e t h o s e t a x c r e d i t s . We 

were i n a p e r i o d t h e n when t h e company f e l t l i k e 

t h e y c o u l d . And n a t u r a l l y we wanted t o make s u r e 

t h a t t h e y d i d n ' t l o s e i t . 

Q. You t e s t i f i e d t h a t t h e s t a n d - u p 320 1 s 

were what you used t h r o u g h o u t t h a t a r e a where you 

had t h e o p t i o n ? 

A. Yes. 
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CHAIRMAN LEMAY: T h a t ' s a l l I have. 

Thank y o u . 

A d d i t i o n a l q u e s t i o n s o f t h e w i t n e s s e s ? 

MR. TULLY: Based upon q u e s t i o n s o f t h e 

Commission, j u s t a c o u p l e o f r e a l q u i c k ones. 

FURTHER EXAMINATION 

BY MR. TULLY: 

Q. Mr. R e i n h a r d t , have you made a r e v i e w 

o f t h e p r o r a t i o n u n i t s t h a t have been e s t a b l i s h e d 

i n S e c t i o n 23 f o r o t h e r w e l l s t h a t a r e l o c a t e d 

t h e r e ? 

A. W e l l , t h e o n l y w e l l s t h e r e were Dakota 

w e l l s b e s i d e s t h e Tycksen w e l l . We had never 

c o n c e r n e d o u r s e l v e s w i t h Dakota p r o d u c t i o n s i n c e 

we had no i n t e r e s t i n i t . 

Q. The Dakota p r o d u c t i o n , t h e p r o r a t i o n 

u n i t s f o r t h o s e Dakota w e l l s i n S e c t i o n 23 a r e 

n o r t h - h a l f / s o u t h - h a l f , a r e n ' t t h e y ? 

A. L i k e I s a i d , I d i d n ' t i n v e s t i g a t e i t . 

Q. I'm n o t s u r e t h a t I u n d e r s t o o d t h e 

answer t o t h e q u e s t i o n t h a t t h e c h a i r m a n had, and 

t h a t was on t h e S e c t i o n 29 t a x c r e d i t s . I 

u n d e r s t o o d you t o say t h a t BHP was i n v e s t i g a t i n g 

w h e t h e r o r n o t t h o s e t a x c r e d i t s c o u l d be used by 

BHP and t h a t a t d i f f e r e n t t i m e s t h e r e was 
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i n v e s t i g a t i o n b e i n g done. 

I n December o f 1990 was BHP, i n i t s 

i n v e s t i g a t i o n , d i d i t d e t e r m i n e t h a t i t c o u l d use 

t h e t a x c r e d i t s a t t h a t t i m e o r n o t ? 

A. As I r e c a l l , t h e y d i d . They c o u l d use 

them . 

Q. Now, s u b s e q u e n t l y , has t h a t o p i n i o n 

changed? 

A. Oh, yeah. I t ' s ' s changed t o n o t b e i n g 

a b l e t o use them back t o b e i n g a b l e t o use them. 

I t ' s gone back and f o r t h o v e r t h e l a s t — w e l l , 

u n t i l F e b r u a r y . I t had gone back and f o r t h 

s e v e r a l t imes. 

Q. Do you happen t o know what t h e c u r r e n t 

s t a t u s i s , w h e t h e r BHP can use t h e t a x c r e d i t s ? 

A. The l a s t I h e a r d , as I r e c a l l , I 

b e l i e v e i t had been d e t e r m i n e d t h a t t h e y c o u l d 

n o t . 

Q. They c o u l d n o t use t h e t a x c r e d i t s . 

Were t h e t a x c r e d i t s t h e p r i m a r y m o t i v a t i o n f o r 

BHP t o p r o c e e d f o r t h and d r i l l t h e 390 and 391 

w e l l s , even t h o u g h t h e r e were t i t l e p r o b l e m s ? 

A. I w o u l d s a y — w e l l , I d o n ' t know. 

MR. BRUCE: I w o u l d o b j e c t t o t h e 

a l l e g a t i o n o f t i t l e p r o b l e m s . He can make h i s 
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own argument. 

Q. Was t h e p r i m a r y m o t i v a t i o n t o go ahead 

and d r i l l t h e 390 and 391 w e l l s i n December based 

upon t h e S e c t i o n 29 t a x c r e d i t s p o t e n t i a l l y 

e x p i r i n g December 31? 

A. I d o n ' t know t h a t t h a t was t h e p r i m a r y 

c o n s i d e r a t i o n . I t went i n t o t h e d e c i s i o n t o go 

f o r w a r d , I'm s u r e . 

MR. TULLY: Thank you. 

CHAIRMAN LEMAY: One q u i c k q u e s t i o n f o r 

c l a r i f i c a t i o n . 

FURTHER EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. Even i f t h e y c o u l d n ' t use t h e t a x 

c r e d i t s , do you know i f t h a t t a x c r e d i t has a 

c a r r y - f o r w a r d n a t u r e t o i t ? I f you d o n ' t use i t 

t h i s y e a r , you can use i t i n f u t u r e y e a r s ? 

A. I'm s o r r y , I j u s t d o n ' t know t h e anser 

t o t h a t . 

Q. I t h i n k , w i t h t h e e x t e n s i o n o f t h e t a x 

c r e d i t , I b e l i e v e , f o r t h e r e c o r d , t h a t you can 

use i t . But w h e t h e r t h e i r d e c i s i o n i s based upon 

t h e use o f t h e t a x c r e d i t , i t has a c a r r y - o v e r 

f e a t u r e t o i t , so t h e y m i g h t n o t be a b l e t o use 

i t one y e a r . But i f t h e t a x s i t u a t i o n a l l o w e d 
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them t o i n a f u t u r e y e a r , t h a t m i g h t be a 

d i f f e r e n t d e c i s i o n ? 

A. And t h e n t h e r e ' s q u i t e a b i t o f 

d i s c u s s i o n t h r o u g h o u t i n d u s t r y o f u s i n g t h o s e t a x 

c r e d i t s i n some o t h e r t y p e o f d e a l t o s p i n them 

o f f t o some t h i r d p a r t y who can use them. 

T h e r e ' s q u i t e a b i t o f d i s c u s s i o n . 

MR. BRUCE: Mr. Bowden c o u l d answer 

t h a t , i f you want him t o . 

CHAIRMAN LEMAY: Would t h a t be 

a c c e p t a b l e , Mr. Bowden, t o answer t h a t q u e s t i o n ? 

I t h i n k t h e r e ' s some c o n f u s i o n on S e c t i o n 29. 

MR. TULLY: Mr. Chairman, I w o u l d 

o b j e c t t o t h a t . We're now back i n t o t h e q u e s t i o n 

o f l e g a l o p i n i o n s and l e g a l d e t e r m i n a t i o n s . 

CHAIRMAN LeMAY: T h a t ' s f i n e . 

MR. STOVALL: Mr. Chairman, I d o n ' t 

t h i n k t h e t a x c r e d i t i s p a r t i c u l a r l y r e l e v a n t t o 

t h e r i g h t - t o - d r i l l i s s u e . 

CHAIRMAN LEMAY: I t r e a l l y i s n ' t . I t 

was more o f a c l a r i f i c a t i o n f o r t h e r e c o r d . I f 

t h e r e ' s an o b j e c t i o n , we won't a d d r e s s i t any 

f u r t h e r . I t ' s n o t a p e r t i n e n t q u e s t i o n . 

Are t h e r e any f u r t h e r q u e s t i o n s o f t h e 

w i t n e s s ? 
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MR. BRUCE: One f i n a l t h i n g , and t h i s 

i s t o answer one o f Commissioner C a r l s o n ' s 

q u e s t i o n s . 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. Mr. R e i n h a r d t , c o u l d you j u s t b r i e f l y 

i d e n t i f y what t h a t i s ? 

A. I t ' s an i n s t r u m e n t t i t l e d , " D e c l a r a t i o n 

o f U n i t i z a t i o n , " e x e c u t e d by Pan Am P e t r o l e u m 

C o r p o r a t i o n , d a t e d A p r i l 1 1 , 1962. 

Q. That c o v e r s t h e n o r t h h a l f o f t h e 

s e c t i o n ? 

A. That c o v e r s t h e n o r t h h a l f o f S e c t i o n 

23, 29 N o r t h , 13 West. 

Q. For w h i c h f o r m a t i o n ? 

A. T h i s a f f e c t s t h e Dakota f o r m a t i o n . 

Q. Does i t n o t s t a t e t h a t Amoco i s 

e x e c u t i n g i t b o t h as an o p e r a t o r i n t h e GCU and 

as a w o r k i n g i n t e r e s t owner, i f t h e l e a s e i s n o t 

c o m m i t t e d t o t h e u n i t ? Take a m i n u t e and l o o k a t 

i t , Mr. R e i n h a r d t . 

A. W e l l , y e s , Pan Am s t a t e s i n h e r e t h a t 

t h e y ' r e r e p r e s e n t i n g v a r i o u s i n t e r e s t owners 

u n d e r s t a n d t h e u n i t agreement d a t e d November 1, 

1950, and a u n i t o p e r a t o r agreement, and a l s o i s 
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r e p r e s e n t i n g i t s e l f as owner i n c e r t a i n o i l and 

gas l e a s e s d e s c r i b e d on E x h i b i t A. 

MR. BRUCE: Thank you. I w o u l d move 

t h e a d m i s s i o n o f E x h i b i t 4-D. 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

E x h i b i t 4-D w i l l be a d m i t t e d i n t o t h e r e c o r d . 

Does t h a t c o n c l u d e y o u r e x a m i n a t i o n ? 

MR. BRUCE: Yes. 

CHAIRMAN LEMAY: A d d i t i o n a l q u e s t i o n s ? 

MR. TULLY: At t h i s t i m e , no. I w o u l d 

move f o r t h e i n t r o d u c t i o n o f Locke E x h i b i t s A 

t h r o u g h Q a t t h i s t i m e . 

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

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

Locke E x h i b i t s A t h r o u g h Q w i l l be a d m i t t e d i n t o 

t h e r e c o r d . The w i t n e s s may be excu s e d . Thank 

you. W e ' l l t a k e a 1 5 - m i n u t e b r e a k . 

[A r e c e s s was t a k e n . ] 

CHAIRMAN LEMAY: Okay. We s h a l l 

resume. 

MR. BRUCE: I w o u l d c a l l M e l i s s a T o r b e t 

t o t h e s t a n d , Mr. Chairman. 

MELISSA TORBET 

H a v i n g been f i r s t d u l y sworn upon her o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 
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EXAMINATION 

BY MR. BRUCE: 

Q. Would you p l e a s e s t a t e y o u r f u l l name 

and c i t y o f r e s i d e n c e , 

A. M e l i s s a T o r b e t , T-O-R-B-E-T, and I l i v e 

i n H o u s t o n , Texas. 

Q. Who a r e you employed by? 

A. BHP P e t r o l e u m . 

Q. I n what c a p a c i t y ? 

A. I'm a s e n i o r p r o d u c t i o n e n g i n e e r . 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h e D i v i s i o n as a p e t r o l e u m e n g i n e e r and had yo u r 

c r e d e n t i a l s a c c e p t e d as a m a t t e r o f r e c o r d ? 

A. Yes. 

Q. Are you f a m i l i a r w i t h e n g i n e e r i n g 

m a t t e r s r e l a t e d t o t h e s e two a p p l i c a t i o n s ? 

A. Yes. 

MR. BRUCE: Mr. Chairman, I t e n d e r Ms. 

T o r b e t as an e x p e r t p e t r o l e u m e n g i n e e r . 

CHAIRMAN LEMAY; Her q u a l i f i c a t i o n s a r e 

a c c e p t a b l e . 

Q. Ms. T o r b e t , w o u l d you p l e a s e r e f e r t o 

BHP E x h i b i t 9 and b r i e f l y o u t l i n e i t s c o n t e n t s 

f o r t h e Chairman? 

A. E x h i b i t 9 i s a n e t i s o p a c h map o f t h e 
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F r u i t l a n d Coal i n t h e G a l l e g o s Canyon U n i t . The 

c o l o r s r e p r e s e n t d i f f e r e n t t h i c k n e s s e s o f c o a l . 

The d a r k o r a n g e i s 3 0 - p l u s f e e t o f pay. The 

l i g h t e r o r a n g e i s 20 t o 30 f e e t o f pay, and t h e 

y e l l o w i s 10 t o 20 f e e t o f pay. 

The l a r g e , d a r k gas symbols r e p r e s e n t 

c o a l w e l l s t h a t BHP has d r i l l e d t o d a t e . They're 

marked w i t h t h e w e l l number and a l s o t h e t e s t 

r a t e u n d e r n e a t h t h e w e l l number. 

The p u r p o s e o f t h i s map i s t o show t h e 

r i s k a s s o c i a t e d w i t h d r i l l i n g c o a l — one o f t h e 

r i s k s . There a r e numerous d o t s , s q u a r e s , 

t r i a n g l e s on t h i s map. Those r e p r e s e n t o t h e r 

w e l l s t h a t have been d r i l l e d , so we have v e r y 

good w e l l c o n t r o l i n t h i s a r e a . 

L o o k i n g a t t h e r a t e s , you can see how 

h i g h l y v a r i a b l e i t i s , and t h i s has a l r e a d y been 

a w e l l - e s t a b l i s h e d f a c t b e f o r e t h i s Commission 

t h a t t h i c k n e s s o f c o a l does n o t i n d i c a t e a good 

c o a l r a t e , as f a r as a t e s t r a t e . 

Our b e s t w e l l , w h i c h was t h e 389 w e l l 

o v e r on t h e f a r r i g h t , t e s t e d a t 827 Mcf a day, 

The w o r s t w e l l was t h e 392, w h i c h i s on t h e f a r 

l e f t , w h i c h t e s t e d a t 10 Mcf per day. Those two 

w e l l s had p r e t t y c l o s e t o t h e same c o a l 
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t h i c k n e s s . 

Q. Okay. Now, i f you s u c c e s s f u l l y 

c o m p l e t e a w e l l , i s t h a t i n d i c a t i v e o f t h e w e l l 

p a y i n g o u t ? 

A. No, n o t n e c e s s a r i l y . What you hope f o r 

when y o u ' r e p r o d u c i n g t h e c o a l i s what we had 

p l a n n e d f o r , was c l a s s i c a l i n c l i n i n g r a t e s . I f 

some o f t h e s e w e l l s , such as t h e 388, w h i c h i s i n 

t h e n o r t h e r n p a r t o f t h e G a l l e g o s Canyon U n i t , i t 

t e s t e d a t 50 Mcf per day. 

E s p e c i a l l y w i t h t h e c u r r e n t gas p r i c e 

s i t u a t i o n , i f t h a t w e l l does n o t i n c l i n e , i t may 

ne v e r pay o u t . 

Q. Now, s k i p down a few e x h i b i t s , Ms. 

T o r b e t , t o BHP E x h i b i t 11-A, p l e a s e . Would you 

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

o f E x h i b i t 11-A? 

A. E x h i b i t 11-A c o n s i s t s o f t h r e e 

p r o d u c t i o n p l o t s f o r t h r e e o f our F r u i t l a n d Coal 

w e l l s . We o n l y have, o f t h e 17 w e l l s t h a t we 

have t e s t e d t o d a t e , o n l y f o u r o f t h o s e w e l l s 

have been on p r o d u c t i o n f o r more t h a n two 

months. 

These a r e p r o d u c t i o n p l o t s f r o m t h r e e 

o f t h o s e f o u r w e l l s . These a r e a l l up i n t h e 
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n o r t h e r n p a r t o f t h e G a l l e g o s Canyon U n i t . The 

c l o s e s t ones t o t h e 390 and 3 9 1 , one o f them i s 

t h e 377. I t shows gas and w a t e r p r o d u c t i o n i n 

b a r r e l s p er month and Mcf p e r month a l o n g a t i m e 

l i n e , by month and by y e a r . 

The p u r p o s e o f t h e s e t h r e e e x h i b i t s a r e 

j u s t t o show t h a t so f a r we h a v e n ' t seen any 

i n c l i n i n g c o a l b e h a v i o r . 

Q. Now, b e s i d e s t h e r i s k s , you t a l k e d 

a b o u t i n i t i a l r a t e s and p r o d u c i n g 

c h a r a c t e r i s t i c s . Are t h e r e o t h e r r i s k s 

a s s o c i a t e d w i t h c o a l gas p r o d u c t i o n ? 

A. I n a d d i t i o n , t h e r e a r e r e s e r v o i r r i s k s 

a s s o c i a t e d w i t h t h e gas c o n t e n t , t h e d i f f u s i v i t y 

o f t h e c o a l , t h e d e s o r p t i o n c h a r a c t e r i s t i c s o f 

t h e c o a l . T h e r e ' s a l s o economic r i s k . Even i f 

t h e w e l l i s a v e r y good w e l l , as f a r as 

p r o d u c t i o n and r e s e r v o i r p e r f o r m a n c e , e s p e c i a l l y 

g i v e n t h e s t a t e o f t h e U.S. gas market t o d a y , 

t h e r e may be no ma r k e t o r no demand f o r t h e gas. 

And t h e r e ' s a l s o o p e r a t i o n a l r i s k s a s s o c i a t e d 

w i t h m e c h a n i c a l o p e r a t i o n . 

Q. Based on a l l t h e s e f a c t o r s and b e f o r e 

you g e t i n t o each f a c t o r i n d i v i d u a l l y , what 

p e n a l t y does BHP recommend i f t h e s e a p p l i c a t i o n s 
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a r e g r a n t e d and a r i s k p e n a l t y i s assessed? 

A. 150 p e r c e n t . Cost p l u s 150 p e r c e n t . 

Q. Would you p l e a s e r e f e r t o BHP E x h i b i t s 

10 and 1 1 , and d i s c u s s t h e b a s i s o f y o u r r i s k 

assessment ? 

A. E x h i b i t 10 i s an e x h i b i t f r o m Case 9593 

w h i c h was a f o r c e p o o l i n g case b r o u g h t by 

M e r i d i a n . I'm n o t s u r e who t h e o t h e r p a r t y was, 

b u t my u n d e r s t a n d i n g i s t h i s case s e t somewhat o f 

a p r e c e d e n t o r s e t a s t a n d a r d o f 156 p e r c e n t f o r 

c o a l bed methane p e n a l t i e s . We're j u s t u s i n g 

t h i s e x h i b i t f o r c o m p a r i s o n p u r p o s e s , because we 

used t h e same m e t h o d o l o g y t o e s t a b l i s h a r i s k 

p e n a l t y f o r o ur w e l l s , t h e 390 and 3 9 1 . 

Q. Would you t h e n go t h r o u g h t h e s e 

e x h i b i t s and d i s c u s s t h e d i f f e r e n t f a c t o r s and 

t h e p e r c e n t a g e s you've used f o r y o u r r i s k 

assessment ? 

A. I have f o u r r i s k f a c t o r s l i s t e d , w h i c h 

a r e t h e same ones t h a t were l i s t e d by M e r i d i a n : 

G e o l o g i c a l r i s k , r e s e r v o i r r i s k , economic r i s k 

and o p e r a t i o n s r i s k . 

The g e o l o g i c a l r i s k has t o do w i t h 

c l e a t s p a c i n g , how w e l l t h e c l e a t s a r e 

i n t e r c o n n e c t e d , t h e i n t e n s i t y o f f r a c t u r i n g , t h e 
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w a t e r c o n t e n t , w h e t h e r or n o t t h e c l e a t s or t h e 

f r a c t u r e s a r e m i n e r a l f i l l e d , and a l l o f t h e s e 

t h i n g s r e l a t e t o p e r m e a b i l i t y . 

These a r e r o c k p r o p e r t i e s t h a t a r e n o t 

known u n t i l t h e w e l l i s a c t u a l l y t e s t e d . Even 

a f t e r you d r i l l and l o g t h e w e l l , you may have a 

t h i c k n e s s o f c o a l b u t you d o n ' t know how w e l l t h e 

w e l l i s g o i n g t o t e s t u n t i l you f l o w i t , and t h e n 

you g e t t h e f i r s t i n d i c a t i o n o f how pe r m e a b l e t h e 

r o c k i s. 

We a s s i g n e d a r i s k f a c t o r o f 40 p e r c e n t 

t o t h i s , g e o l o g i c a l r i s k . That i s based on t h e 

a c t u a l w e l l s t h a t we have t e s t e d t o d a t e . Seven 

of t h o s e 17 w e l l s , or 40 p e r c e n t , t e s t e d a t r a t e s 

l e s s t h a n 200 Mcf p e r day, w h i c h BHP w o u l d n o t 

d r i l l a w e l l t h a t t e s t e d l e s s t h a n 200 Mcf a day. 

T h a t ' s a m a r g i n a l w e l l f o r us. So, t h a t 40 

p e r c e n t i s based on a c t u a l p r o d u c t i o n d a t a or 

a c t u a l t e s t d a t a o f seven o f t h e 17 w e l l s t e s t i n g 

l e s s t h a n 200. 

Under r e s e r v o i r r i s k , I have l i s t e d 

s u s t a i n e d d e l i v e r a b i l i t y , r e s e r v e r e c o v e r y , 

u n d e f i n e d c o a l p r o d u c i n g c h a r a c t e r i s t i c s , w h i c h 

t h e s e a r e some o f t h e same r i s k s t h a t M e r i d i a n 

l i s t e d . These have t o do w i t h t h e d e s o r p t i o n 
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c h a r a c t e r i s t i c s , t h e d i f f u s i v i t y o f t h e c o a l , how 

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

w h e t h e r o r n o t i t ' s g o i n g t o i n c l i n e and how l o n g 

i t ' s g o i n g t o l a s t , 

The r i s k f a c t o r I a s s o c i a t e w i t h t h a t 

i s 50 p e r c e n t , w h i c h i s a p r e t t y h i g h number. 

These t y p e s o f numbers, I guess, r e s e r v e 

e s t i m a t e s and p r o d u c t i o n c h a r a c t e r i s t i c s , a r e 

c r i t i c a l t o t h e economic v i a b i l i t y o f t h e 

p r o j e c t . 

And g i v e n t h e f a c t t h a t t h e c o a l i s a 

v e r y u n c o n v e n t i o n a l r e s e r v o i r , i t ' s n o t w e l l 

u n d e r s t o o d , we a s s i g n a h i g h r i s k f a c t o r t h e r e , 

50 p e r c e n t , and t h a t i s an a c t u a l r i s k f a c t o r 

t h a t we've a c t u a l l y used when we've r u n 

economi c s . 

Under economic r i s k s , I have m a r k e t i n g , 

w h i c h i s p r i c e and demand. I a s s i g n e d i t a 

5 0 - p e r c e n t r i s k f a c t o r . We t h i n k t h a t t h i s i s 

t h e l a r g e s t r i s k t h a t we're f a c i n g t o d a y , g i v e n 

t h e s t a t e o f t h e U.S. gas market and t h e San Juan 

B a s i n i n p a r t i c u l a r . B a s i c a l l y , we t h i n k we have 

a 50/50 chance now o f making money w i t h our c o a l 

d e v e l o p m e n t . 

O p e r a t i o n s r i s k i s t h e l a s t r i s k 
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f a c t o r . I ' v e r a t e d i t low, a t o n l y 10 p e r c e n t , 

i n c o n t r a s t t o M e r i d i a n ' s 70 p e r c e n t . Our w e l l s 

a r e — a n y t i m e you r u n p e r f o r a t i n g guns t o 

p a c k e r s , a n y t h i n g l i k e t h a t i n t h e w e l l , you 

s t a n d a r i s k o f p e r m a n e n t l y damaging t h e w e l l or 

l o s i n g t h e w e l l . But I f e e l l i k e f o r t h e s e w e l l s 

t h a t ' s a r e l a t i v e l y low r i s k , so I o n l y gave i t 

10 p e r c e n t . So t h e t o t a l i s 150 p e r c e n t . 

Q. P l u s c o s t s ? 

A. P l u s c o s t s . 

Q. Now, g e t t i n g i n t o some o t h e r i s s u e s , 

you were a t t h e o r i g i n a l h e a r i n g i n t h i s m a t t e r , 

w e r e n ' t y o u , Ms. T o r b e t ? 

A. Yes. 

Q. And you h e a r d Mrs. Locke's e n g i n e e r 

t e s t i f y a b o u t p o t e n t i a l damage t o t h e Tycksen 

we 11? 

A. Yes. 

Q. L e t ' s g e t i n t o t h a t a l i t t l e b i t . 

F i r s t o f a l l , where i s t h e Tycksen w e l l i n 

r e l a t i o n t o t h e GCU 391 w e l l ? 

A. I t ' s s l i g h t l y s o u t h w e s t o f t h e GCU 

w e l l . I t ' s a b o u t 120 f e e t due w e s t , and t h e n 15 

f e e t s o u t h f r o m t h a t p o i n t , w h i c h p u t s i t a t 

a p p r o x i m a t e l y seven d e g r e e s s o u t h o f due we s t . 
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Q. Almost s t r a i g h t west? 

A. Yes. 

Q. Now, r e f e r r i n g t o E x h i b i t l l - B , w o u l d 

you p l e a s e d i s c u s s t h e p r o d u c i n g f o r m a t i o n o f t h e 

Tycksen w e l l ? 

A. The Tycksen w e l l i s b e l i e v e d t o be 

p r o d u c i n g f r o m t h e F r u i t l a n d Sand, w h i c h i s , 

a c c o r d i n g t o l l - B , l l - B i s j u s t a d i a g r a m o f t h e 

two w e l l s c h e m a t i c s s h o w i n g where c a s i n g has been 

s e t , t h e d e p t h s o f t h e c a s i n g s and o f t h e 

h o r i z o n s , t h e p r o d u c i n g h o r i z o n s , and t h e 

d i s t a n c e s between t h e w e l l s and a l s o t h e 

d i s t a n c e s between t h e two h o r i z o n s , and a l s o 

i n d i c a t e s where cement has been c i r c u l a t e d . 

The Tycksen w e l l i s b e l i e v e d t o be 

p r o d u c i n g f r o m t h e F r u i t l a n d Sand, a r o u n d t h e 

s e v e n - i n c h shoe. The s e v e n - i n c h c a s i n g i s n o t 

cemented i n t h i s w e l l . 

Q. You a l s o have t h e 391 w e l l on t h e r e . 

That has n o t been c o m p l e t e d y e t ? 

A. T h a t ' s c o r r e c t , i t has n o t been. 

Q. What a r e BHP's p r o p o s e d c o m p l e t i o n 

o p e r a t i o n s ? What a r e you g o i n g t o do? 

A. We p l a n t o p e r f o r a t e t h e c o a l , and t h e 

p e r f o r a t i o n s w i l l be c o n t a i n e d i n t h e c o a l 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

14 

1 5 

16 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

24 

25 

196 

I n t e r v a l , and f r a c t u r e - s t i m u l a t e t h e F r u i t l a n d 

Coal w i t h a 70 q u a l i t y foam and sand. 

Q. I n y o u r o p i n i o n , w i t h c o m p l e t i n g t h e 

391 w e l l damage, i n any way, t h e Tycksen w e l l ? 

A. I d o n ' t t h i n k so. 

Q. And why n o t ? 

A. I w o u l d l i k e t o r e f e r t o 11-C. 

Q. Okay, l e t ' s move on t o E x h i b i t 11-C. 

A. — w h i l e I do t h i s . 11-C i s a s p a t i a l 

o r i e n t a t i o n o f t h e two w e l l s , t h e Tycksen w e l l 

and t h e GCU No. 391 w e l l , s h o w i n g d i s t a n c e s 

between t h e w e l l s and a n g l e s . T h i s d r a w i n g i s 

no t t o s c a l e ; however, I t h i n k I ' v e p u t enough 

d i s t a n c e s and a n g l e s t h a t anyone c o u l d r e p r o d u c e 

i t . 

The two f a n s t h a t a r e e m a n a t i n g f r o m 

GCU 391 a r e t h e p r e d o m i n a n t f a c e c l e a t s t r i k e , or 

t h a t i s t h e rang e o f f a c e c l e a t s t r i k e d i r e c t i o n 

i n t h i s a r e a o f t h e b a s i n . 

Q. T h a t ' s 30 t o 50 d e g r e e s e a s t and n o r t h ? 

A. T h a t ' s c o r r e c t . So we w o u l d e x p e c t t h e 

f r a c t u r e t o p r o p a g a t e any i n d u c e d f r a c t u r e s , t o 

p r o p a g a t e i n t h e same d i r e c t i o n as t h e n a t u r a l 

f r a c t u r e s o r t h e f a c e c l e a t s emanate. 

As you can see, i f we d o n ' t a n t i c i p a t e 
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t h e a n g l e t o i n t e r s e c t t h e Tycksen No. 1 

w e l l b o r e — I s h o u l d back up a l i t t l e b i t and t a l k 

a b o u t f r a c t u r e g e o m e t r y . 

We b e l i e v e t h e f r a c t u r e s t o be 

v e r t i c a l l y o r i e n t e d i n t h e s e w e l l s based on 

t r a c e r l o g a n a l y s i s , and a l s o j u s t on g e n e r a l 

i n d u s t r y k n o w l e d g e . So t h e f r a c t u r e s appear as 

w i n g s , t h e y ' r e v e r t i c a l , and t h e y ' r e o n l y about a 

q u a r t e r t o h a l f - a n - i n c h w i d e a t t h e w i d e s t 

p o i n t . 

We d o n ' t e x p e c t t h e f r a c t u r e t o l o o k 

l i k e t h e s e f a n s , b u t t h a t i t w o u l d f a l l somewhere 

w i t h i n t h i s 30- t o 50-degree a n g l e . So, number 

one, I t h i n k i t ' s v e r y u n l i k e l y t h a t a f r a c t u r e 

w o u l d i n t e r s e c t t h e w e l l b o r e . Even i f i t d i d 

i n t e r s e c t t h e w e l l b o r e , t h a t foam or t h e f l u i d 

w o u l d have t o m i g r a t e up t h r o u g h a p p r o x i m a t e l y 82 

f e e t o f cement and d e b r i s i n o r d e r t o g e t i n t o 

t h e T y cksen w e l l , w h i c h i s a l s o , I t h i n k , h i g h l y 

u n i i k e l y . 

Q. What i s t h e p a t h o f l e a s t r e s i s t a n c e 

f o r t h e f r a c t u r e ? 

A. W e l l , we b e l i e v e i t w o u l d be t h e c o a l . 

The c o a l i s a v e r y s o f t r o c k . I t ' s v e r y easy t o 

f r a c t u r e . We h a v e n ' t seen f r a c t u r e s g r o w i n g o u t 
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of t h e c o a l i n any o f our w e l l s . And s o — 

Q. What t y p e o f — w e l l , go ahead. 

A. I j u s t wanted t o f u r t h e r e l a b o r a t e t h a t 

even i f we d i d — e v e n i f t h e foam d i d m i g r a t e up 

t h r o u g h 82 f e e t o f cement p l u g and somehow g e t 

i n t o t h e w e l l , i t ' s a foamed f l u i d . I t l o o k s 

l i k e s h a v i n g cream. You c o u l d blow i t o f f y o u r 

hand i f you had a p i l e o f i t . I t ' s a v e r y 

undense o r a v e r y l i g h t w e i g h t f l u i d and i t ' s t h e 

same f l u i d we use when we s t i m u l a t e our F r u i t l a n d 

Sand we 1 1 . 

So, I t h i n k t h e i d e a o f permanent 

damage, we w o u l d n ' t pump t h i s f l u i d i n our 

F r u i t l a n d Sand w e l l s i f we t h o u g h t we w o u l d g e t 

permanent damage. I t h i n k i t ' s v e r y u n l i k e l y 

t h a t s t i m u l a t i o n o f t h e 391 w e l l w o u l d i n t e r f e r e 

w i t h t h e Tycksen w e l l , because i t w o u l d t a k e a 

whose s t r i n g o f e v e n t s , a l l o f w h i c h a r e v e r y 

u n l i k e l y t o o c c u r . 

Q. Very b r i e f l y , what i s E x h i b i t 11-D? 

A. 11-D i s a s t r u c t u r e map o f t h e San Juan 

B a s i n t h a t was p r e s e n t e d i n a c o a l bed methane 

workshop t h a t I a t t e n d e d i n Denver, s p o n s o r e d by 

t h e Gas Research I n s t i t u t e . 

As f a r as I know, t h e Gas Research 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1 772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

18 

1 9 

20 

2 1 

2 2 

2 3 

24 

25 

199 

I n s t i t u t e has p r e t t y much done t h e d e f i n i t i v e 

s t u d y o r t h e most s t u d y on g e o l o g y o f t h e San 

Juan B a s i n w i t h r e g a r d t o j u s t a b o u t e v e r y t h i n g 

a f f e c t i n g g e o l o g y : Face c l e a t s s t r i k e , 

h y d r o l o g y , a l l o f t h o s e t h i n g s . 

We a r e — i t w o u l d be i n what i s l a b e l e d 

Domain 2a. I t h i n k t h e 391 i s a c t u a l l y w i t h i n 

t h e c i t y l i m i t s o f F a r m i n g t o n . And, i n t h i s 

d i r e c t i o n , t h e f a c e c l e a t s t r i k e i s v e r y w e l l 

e s t a b l i s h e d and i t ' s a v e r y t i g h t s p e c t r u m . 

The f a c e c l e a t s t r i k e d i r e c t i o n s t h a t 

a r e l i s t e d a l o n g t h e b o t t o m a r e based on o u t c r o p s 

o f t h e c o a l . The l i n e l a b e l e d number t h r e e and 

t h e l i n e l a b e l e d number s i x , were based on 

o r i e n t e d s u b s u r f a c e c o r e . One o f t h e s e c o r e s , 

t h e number t h r e e , was f r o m t h e Mesa H a m i l t o n No. 

3 w e l l , and I know i t was used i n t h e c o a l bed 

methane s t u d y t h i s o f f i c e f u n d e d t o d e t e r m i n e 

f a c e c l e a t s t r i k e . And t h i s i s what I based my 

d r a w i n g on. 

Q. Moving on t o a s l i g h t l y d i f f e r e n t 

s u b j e c t , w o u l d you p l e a s e r e f e r t o BHP E x h i b i t s 

12, 12-A and 13, and i d e n t i f y them and t e l l us 

what t h e y r e p r e s e n t ? 

A. 12 and 12-A and 13 a r e a l l gas 
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a n a l y s e s . Number 12 i s a gas a n a l y s i s f r o m t h e 

Tycksen No. 1 w e l l , w h i c h i s p r o d u c i n g f r o m t h e 

F r u i t l a n d Sand. 

Number 12-A i s a F r u i t l a n d Sand 

a n a l y s i s f r o m one o f t h e GCU w e l l s , No. 341. You 

can see t h a t t h o s e a r e v e r y s i m i l a r ? 

A. Are t h o s e b o t h F r u i t l a n d Sand w e l l s ? 

A. Yes, t h e y a r e b o t h F r u i t l a n d Sand. 

E x h i b i t 13 i s a F r u i t l a n d Coal gas a n a l y s i s , and 

t h i s i s j u s t t o show t h e d i f f e r e n c e between 

F r u i t l a n d Sand gas and F r u i t l a n d Coal gas. 

A F r u i t l a n d Coal gas i s v e r y h i g h i n 

methane, a l m o s t — w e l l , 99 p e r c e n t i n t h i s w e l l , 

so t h e s e a r e b e i n g shown. There was a c o n c e r n on 

t h e p a r t o f L o c k e - T a y l o r t h a t t h e Tycksen w e l l 

was, a t t h i s p o i n t , o r c o u l d be communicated w i t h 

t h e F r u i t l a n d Coal w i t h i n t h e i r w e l l b o r e , and 

based on t h e s e gas a n a l y s e s , we d o n ' t t h i n k t h a t 

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

Q. Okay. P l e a s e move on t o E x h i b i t 14, 

and d i s c u s s t h a t b r i e f l y and i d e n t i f y i t f o r t h e 

Commi ss i on. 

A. E x h i b i t No. 14 i s a l e t t e r f r o m Mr. 

E w e l l Walsh t o Mr. T u l l y , b a s i c a l l y g i v i n g t h e 

e s t i m a t e d v a l u e o f n a t u r a l gas on a p r e s e n t w o r t h 
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b a s i s , or t h e F r u i t l a n d Coal h o r i z o n i n t h e 

Tyck s e n we 1 1 . 

Q. For t h e n o r t h h a l f o f S e c t i o n 23? 

A. Yes. 

Q. What v a l u e does Mr. Walsh p l a c e on 

t h a t , w i t h o u t t a x c r e d i t ? 

A. W i t h o u t t a x c r e d i t , he had a v a l u e o f 

a p p r o x i m a t e l y — h e had a ran g e o f a p p r o x i m a t e l y 

$222,000 t o $266,000. 

Q. Now, t h e r e ' s a l r e a d y been some 

d i s c u s s i o n , b u t i s BHP, t o t h e b e s t o f y o u r 

k n o w l e d g e , e n t i t l e d t o use t h e t a x c r e d i t ? 

A. No, we're n o t . 

Q. What was t h e v a l u e o f BHP's f i n a l o f f e r 

back i n May o f 1 9 9 0 - - w e l l , I s h o u l d n ' t say " f i n a l 

o f f e r , " b u t i t was back i n May o f 1990 w h i c h was 

t h e one t h a t Mr. R e i n h a r d t d i s c u s s e d ? 

A. We e s t i m a t e d i t a t a p p r o x i m a t e l y 

$ 200 , 000. 

Q. So i t ' s p r e t t y s i m i l a r t o Mr. Walsh's 

e v a l u a t i o n ? 

A. T h a t ' s c o r r e c t . 

Q. Now, i f BHP's o f f e r had been a c c e p t e d , 

BHP s t i l l w o u l d have had t h e r i s k o f d r i l l i n g and 

c o m p l e t i n g a s u c c e s s f u l w e l l t h e r e , w o u l d i t n o t ? 
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A. T h a t ' s c o r r e c t . 

Q. Mrs. Locke w o u l d n ' t have had t h a t r i s k , 

w o u l d she? 

A . No . 

Q. F i n a l l y , Ms. T o r b e t , t h e r e has been 

some d i s c u s s i o n o f AFE c o s t s . As f a r as 

c o m p l e t i o n c o s t s go, do you e x p e c t t h o s e t o match 

AFE c o s t s ? 

A. Yes. I d o n ' t e x p e c t any 

o v e r e x p e n d i t u r e based on t h e 17 w e l l s t h a t have 

been d r i l l e d and c o m p l e t e d . We have, on a v e r a g e , 

been under AFE w i t h r e s p e c t t o t o t a l c o s t t o 

d r i l l and c o m p l e t e . 

Q. Were E x h i b i t s 9 t h r o u g h 14 p r e p a r e d by 

you, c o m p i l e d f r o m company r e c o r d s , o r c o m p i l e d 

f r o m p u b l i c domain i n f o r m a t i o n ? 

A. Yes. 

Q. I n y o u r o p i n i o n , a r e t h e g r a n t i n g o f 

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

c o n s e r v a t i o n , t h e p r e v e n t i o n o f waste and t h e 

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

A. Yes. 

MR. BRUCE: Mr. Chairman, I w o u l d move 

t h e a d m i s s i o n o f BHP E x h i b i t s 9 t h r o u g h 14. 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 
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E x h i b i t s 9 t h r o u g h 14 w i l l be a d m i t t e d i n t o t h e 

r e c o r d . 

CHAIRMAN LEMAY: Mr. C a r r . 

EXAMINATION 

BY MR. CARR: 

Q. Ms. T o r b e t , l e t ' s go t o y o u r E x h i b i t 

No. 9, p l e a s e . I f I u n d e r s t o o d y o u r t e s t i m o n y , 

you used t h i s e x h i b i t t o compare t e s t r a t e s w i t h 

c o a l t h i c k n e s s , i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . 

Q. When you t a l k a b o u t t e s t r a t e s , a r e you 

t a l k i n g a b o u t i n i t i a l p o t e n t i a l s ? I s t h a t what 

we're t a l k i n g a b o u t ? 

A. Yes, I t h i n k . I'm n o t s u r e t h e 

d e f i n i t i o n o f i n i t i a l p o t e n t i a l , b u t t h e s e were 

t h e r a t e s t h a t t h e w e l l s were i n i t i a l l y t e s t e d a t 

a f t e r c o m p l e t i o n . 

Q. Now, when you c o m p l e t e t h e s e w e l l s , do 

you g e n e r a l l y f r a c t u r e - s t i m u 1 a t e a l l o f them? 

A. Yes. 

Q. Have you e x p e r i e n c e d any p r o b l e m s i n 

s t i m u l a t i n g t h e w e l l s i n t h i s a r ea? 

A. Problems? 

Q. Have you had any o f t h e w e l l s s c r e e n 

o u t o r l o c k up? 
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A. Yes, we have had w e l l s s c r e e n o u t . 

Q. Do you f r a c t u r e - s t i m u 1 a t e them b e f o r e 

you r u n t h e s e i n i t i a l t e s t s and e s t a b l i s h t h e 

t e s t r a t e ? 

A. Yes, we do. We s t i m u l a t e and t h e n 

t e s t . 

Q. I f you have p r o b l e m s 

f r a c t u r e - s t i m u 1 a t i n g t h e w e l l , t h a t w o u l d 

a d v e r s e l y i m p a c t t h e t e s t r a t e , w o u l d i t n o t ? 

You w o u l d have a l o w e r t e s t r a t e i f you've had 

t r o u b l e and y o u r w e l l s l o c k e d up? 

A. W e l l , t h e w e l l s t h a t we d i d s c r e e n o u t 

on and t h u s were n o t a b l e t o g e t t h e f r a c t u r e 

g e o m e t r y t h a t we had d e s i g n e d f o r , we went and 

r e f r a c t u r e d t h o s e w e l l s . And, on a l l o f t h e s e 

w e l l s t h a t we have had t o r e f r a c t u r e , we have 

s u c c e s s f u l l y p l a c e d t h e f r a c t u r e on t h e second 

a t t e m p t . 

So, I guess t h e answer t o t h e q u e s t i o n 

i s I d o n ' t b e l i e v e t h a t i s t h e case. 

Q. Your t e s t i m o n y i s t h a t t o d a t e , even 

when you've had t r o u b l e f r a c 1 i n g a w e l l , you've 

been a b l e t o go back and overcome t h a t p r o b l e m ? 

A. Yes. 

Q. So y o u ' r e n o t e x p e c t i n g any p r o b l e m i n 
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c o m p l e t i n g t h e w e l l s , i n t e r m s o f 

f r a c t u r e - s t i m u1at i n g ? 

A . No . 

Q. Now, t h i s e x h i b i t shows no d i r e c t 

c o r r e l a t i o n between t e s t r a t e s and t h i c k n e s s , i s 

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

A. T h a t ' s c o r r e c t . 

Q. I f you were t r y i n g t o d e t e r m i n e where 

t o d r i l l a w e l l o u t i n t h i s a r e a , you w o u l d 

p r e f e r t o d r i l l i n t h e t h i c k e s t p o r t i o n o f t h i s 

f o r m a t i o n p o s s i b l e , w o u l d you n o t ? 

A. Yes. P r o b a b l y . 

Q. P r o b a b l y ? 

A. S i n c e t h e c o a l i s i n an unknown 

r e s e r v o i r , we t e n d t o , I guess, use what we know 

ab o u t c o n v e n t i o n a l r e s e r v o i r s t o make our 

d e c i s i o n s . And t h a t i s a t r u e s t a t e m e n t o f a 

c o n v e n t i o n a l r e s e r v o i r . You w o u l d t e n d t o d r i l l 

i n t h e t h i c k e s t p o r t i o n . 

Q. Would t h a t n o t a p p l y h e r e , t o y o u r 

knowledge? Would you be t r y i n g t o d r i l l i n t h e 

t h i c k e s t p o r t i o n o f t h e r e s e r v o i r you c o u l d f i n d ? 

A . Yes. 

Q. The t h i c k e r t h e r e s e r v o i r , i t t e n d s t o 

show more u l t i m a t e r e c o v e r a b l e r e s e r v e s i n t h a t 
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a r e a ? I s n ' t t h a t what i t t e n d s t o show? 

A. I d o n ' t know t h a t we can say i t t e n d s 

t o show a n y t h i n g y e t because we've had no 

p r o d u c t i o n h i s t o r y , b u t we w o u l d hope t h a t w o u l d 

be t h e case. 

Q. And t h e w e l l s you've d r i l l e d i n S e c t i o n 

23 a r e i n t h e t h i c k e r p o r t i o n s o f t h e r e s e r v o i r ? 

A. T h a t ' s c o r r e c t . 

Q. L e t ' s go t o y o u r E x h i b i t No. 11-A. 

T h i s e x h i b i t j u s t shows some l i m i t e d p r o d u c t i o n 

i n f o r m a t i o n on t h r e e o f , I b e l i e v e you s a i d , f o u r 

w e l l s t h a t have any p r o d u c t i o n h i s t o r y t o d a t e ? 

A. T h a t ' s c o r r e c t . 

Q. Can you t e l l me why t h e r e a r e s p i k e s i n 

t h e p r o d u c i n g r a t e ? Why, i n l a t e 1990, on t h e 

G a l l e g o s Canyon 377, t h e r a t e d r o p s way down i n , 

I t h i n k i t i s , J u l y o r August? 

A. No, I c o u l d n ' t a d d r e s s t h a t p a r t i c u l a r 

s p i k e . 

Q. The t h r e e w e l l s t h a t a r e i n t h i s 

e x h i b i t , a l l o f t h e s e a r e w e l l s t h a t you w o u l d 

e x p e c t t o pay o u t , i s n ' t t h a t t r u e ? 

A. W e l l , we w o u l d hope t h e y w o u l d . 

Q. I f t h e r e i s , a r e you a b l e t o s e l l a l l 

o f t h e gas t h a t you can p r o d u c e f r o m t h e s e w e l l s ? 
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A. W e l l , as a m a t t e r o f f a c t , r i g h t now 

most o f t h e f i e l d i s s h u t i n because we c a n ' t 

s e l l t h e gas . 

Q. Why a r e you u n a b l e t o s e l l t h e gas? 

A. Because t h e gas p r i c e i s so low. 

Q. I s t h a t a d e c i s i o n t h a t BHP has made, 

n o t t o e n t e r s p o t - m a r k e t c o n t r a c t s w h i l e t h e 

p r i c e i s t h i s low? 

A. W e l l , I c a n ' t r e a l l y answer t h a t 

because I was n o t , you know, I d i d n ' t make t h a t 

d e c i s i o n . 

Q. I s t h e r e c a p a c i t y i n t h e p i p e l i n e t o 

move t h e gas i f you d e l i v e r e d i t i n t o t h e 

g a t h e r i n g l i n e ? 

A. I don 1 t know. 

Q. When we t a l k a b o u t market b e i n g a 

f a c t o r i n r i s k , i n t r y i n g t o f i n d o u t , when 

y o u ' r e t a l k i n g a b o u t m a r k e t , t h a t t h e r e i s no 

ma r k e t a v a i l a b l e t o you i f y o u ' r e w i l l i n g t o 

s e l l , o r i f y o u ' r e making a d e c i s i o n f o r p r i c e or 

o t h e r r e a s o n s n o t t o s e l l , do you know why y o u ' r e 

n o t a b l e t o s e l l t o d a y o r why y o u ' r e n o t s e l l i n g 

t o d a y ? 

A. W e l l , no, I c a n ' t say t h a t I know a l l 

t h e f a c t s r e g a r d i n g t h a t , e x c e p t t h a t t h e p r i c e 
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i s v e r y 1ow. 

Q. L e t ' s go and t a k e a l o o k a t y o u r 

E x h i b i t s 10 and 1 1 . I am g o i n g t o ask you some 

q u e s t i o n s a b o u t r i s k f a c t o r , and I want you t o 

u n d e r s t a n d t h a t I'm l o o k i n g a t a r i s k f a c t o r 

t h a t ' s a u t h o r i z e d by a s t a t u t e t h a t says t h e 

p o o l i n g o r d e r s y o u ' r e s e e k i n g may i n c l u d e a 

c h a r g e f o r t h e r i s k i n v o l v e d i n t h e d r i l l i n g o f 

such w e l i s . 

I'm t a l k i n g a b o u t t h e d r i l l i n g o f t h e s e 

w e l l s , and i t says i t may n o t exceed 200 p e r c e n t 

o f t h e n o n c o n s e n t i n g w o r k i n g i n t e r e s t owner's 

s h a r e o f t h e c o s t o f d r i l l i n g and c o m p l e t i n g a 

w e l l . So we're t a l k i n g a b o u t d r i l l i n g and 

c o m p l e t i n g , under t h i s s t a t u t e . 

I f I l o o k a t what t h e you p r e s e n t e d as 

E x h i b i t No. 10, i f I u n d e r s t o o d i t , t h i s was j u s t 

f o r c o m p a r a t i v e p u r p o s e s an e x h i b i t o f f e r e d by 

M e r i d i a n i n a case w h i c h r e s u l t e d i n a 

1 5 6 - p e r c e n t p e n a l t y b e i n g imposed on a w e l l , i s 

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

A. T h a t ' s c o r r e c t . 

Q. I b e l i e v e you t e s t i f i e d t h a t you 

u n d e r s t o o d t h i s t o be t h e n o r m a l p e n a l t y t h a t was 

imposed on F r u i t l a n d Coal w e l l s ? 
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A. I u n d e r s t o o d i t t o be somewhat o f a 

s t a n d a r d . 

Q. I n o b t a i n i n g E x h i b i t 10 f r o m Case 9593, 

d i d you l o o k a t t h e t r a n s c r i p t o f t h a t case? 

A. Yes. 

Q. And a 1 5 6 - p e r c e n t p e n a l t y r e s u l t e d i n 

t h a t case, d i d i t n o t ? 

A. Yes. 

Q. Those w e l l s had n o t been d r i l l e d , had 

t h e y ? 

A. The r i s k p e n a l t y a n a l y s i s p e r f o r m e d by 

M e r i d i a n , as I u n d e r s t a n d i t , was based on, n o t 

p a r t i c u l a r l y t h e w e l l s t h a t t h e y were t r y i n g t o 

f o r c e p o o l , b u t on t h e i r o p e r a t i n g e x p e r i e n c e i n 

o t h e r w e l l s t h a t t h e y had. They based t h e i r r i s k 

on t h e i r e x p e r i e n c e , n o t on t h e p a r t i c u l a r w e l l s 

t h a t were b e i n g f o r c e p o o l e d . 

Q. Now, i n y o u r E x h i b i t 1 1 , y o u ' r e b a s i n g 

t h i s on t h e p a r t i c u l a r w e l l , i s t h a t r i g h t ? 

A. No. We're b a s i n g o u r s on t h e w e l l s 

t h a t we have d r i l l e d t o d a y , w h i c h i s n o t as many 

as M e r i d i a n had, b u t we have 17. 

Q. Bo t h o f y o u, t h o u g h , were b a s i n g t h e s e 

c a l c u l a t i o n s on y o u r e x p e r i e n c e i n d r i l l i n g 

F r u i t l a n d Coal w e l l s ? 
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A. T h a t ' s c o r r e c t . 

Q. And i n t h e case t h a t M e r i d i a n p r e s e n t e d 

t o t h e D i v i s i o n , t h e w e l l had n o t been d r i l l e d a t 

t h a t t i m e t h a t was i n v o l v e d i n Case 9593, 

c o r r e c t ? 

A. To my k n o w l e d g e , y e s , t h a t ' s c o r r e c t . 

Q. And t h e y g o t a 1 5 6 - p e r c e n t p e n a l t y i n 

t h a t case? 

A. C o r r e c t . 

Q. Now, we're t a l k i n g a bout p o o l i n g 

a p p l i c a t i o n s where t h e w e l l s have a l r e a d y been 

d r i l l e d t o t o t a l d e p t h , c o r r e c t ? 

A . T h a t ' s r i g h t . 

Q. T h e y ' r e d r i l l e d i n and about t h e c i t y 

o f F a r m i n g t o n i n t h e G a l l e g o s Canyon U n i t a r e a , 

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

A. Yes. 

Q. T h a t ' s a much s h a l l o w e r a r e a , i s i t 

n o t , t h a n where t h e w e l l s t h a t were b e i n g 

d i s c u s s e d i n t h i s M e r i d i a n case were a c t u a l l y 

p r o p o s e d t o be l o c a t e d ? 

A. Yes. 

Q. So t h e r e were a c t u a l l y more r i s k s 

a s s o c i a t e d w i t h d r i l l i n g d e e p e r , as M e r i d i a n was 

p r o p o s i n g t o do, t h a n o u t where you a r e w i t h a 
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r e l a t i v e l y s h a l l o w w e l l ? 

A. T h a t ' s c o r r e c t , and t h a t ' s why t h e y had 

70 p e r c e n t on m e c h a n i c a l r i s k , where we o n l y have 

10 p e r c e n t on m e c h a n i c a l r i s k because, 

m e c h a n i c a l l y s p e a k i n g , we're i n a much l e s s r i s k y 

env i r o n m e n t . 

Q. And y e t w i t h t h e w e l l b o r e a l r e a d y 

d r i l l e d , y o u ' r e a s k i n g f o r a p e n a l t y j u s t s i x 

p e r c e n t l e s s t h a n t h e M e r i d i a n w e l l t h a t had n o t 

been d r i l l e d i n a m e c h a n i c a l l y more r i s k y area? 

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

Q. L e t ' s l o o k a t t h e s e two. You've used 

t h e same f o u r b a s i c c a t e g o r i e s , c o r r e c t ? 

A . Yes. 

Q. L e t ' s go t o g e o l o g i c a l r i s k . The f i r s t 

i t e m i n t h e M e r i d i a n a n a l y s i s i s c o a l 

s t r a t i g r a p h y and t h i c k n e s s . You've t a k e n t h a t 

o u t , h a v e n ' t you? 

A. Yes. 

Q. You know t h a t now, d o n ' t you? 

A. We know t h e t h i c k n e s s . 

Q. Because t h e w e l l b o r e i s a l r e a d y t h e r e ? 

A. R i g h t . 

Q. And you know t h e s t r a t i g r a p h y ? 

A. I'm n o t s u r e . 
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Q. You know where t h e zones a r e s t a c k e d , 

one i n r e g a r d t o t h e o t h e r ? 

A. T h a t ' s c o r r e c t . 

Q. The o t h e r two i t e m s a r e c l e a t i n g 

f r a c t u r e s . You d i d l o g t h e w e l l s ? 

A. T h a t ' s c o r r e c t . 

Q. D i d you do any m i c r o l o g s t o d e t e r m i n e 

or g a i n i n f o r m a t i o n t h a t m i g h t h e l p you p r e d i c t 

how t h e s e f r a c t u r e s m i g h t be l o c a t e d w i t h i n t h e 

f o r m a t i o n ? 

A . No . 

Q. Coal c h a r a c t e r i s t i c s . You d i d n ' t 

d i s c u s s t h a t . What does t h e t e r m " c o a l 

c h a r a c t e r i s t i c s " mean t o you? 

A. C l e a t s p a c i n g , f r a c t u r e i n t e n s i t y . 

Q. Does i t mean t h e same t h i n g as c l e a t i n g 

and f r a c t u r e s ? 

A. W e l l , t h e f r a c t u r e i n t e n s i t y i s a 

l i t t l e b i t d i f f e r e n t f r o m w h e t h e r o r n o t 

f r a c t u r e s a r e — I mean, t h e c l e a t i n g and f r a c t u r e s 

encompasses — I d o n ' t know how t o say t h i s . 

Whether o r n o t t h e c l e a t i n g 

c h a r a c t e r i s t i c s i n t h e f r a c t u r e s a r e p r e s e n t , 

w h e t h e r or n o t t h e y ' r e i n n e r c o n n e c t e d , how 

i n t e n s e t h e f r a c t u r i n g i s , w h e t h e r t h e y ' r e f i l l e d 
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w i t h w a t e r o r w h e t h e r t h e y a r e l i n e d w i t h m i n e r a l 

d e p o s i t s w h i c h w i l l a f f e c t p r o d u c t i v i t y , t h o s e 

a r e a l l what I c o n s i d e r t o be c l e a t i n g 

c h a r a c t e r i s t i c s , c l e a t i n g f r a c t u r e s and c o a l 

c h a r a c t e r i s t i c s . I was n o t n e c e s s a r i l y t r y i n g t o 

a s s i g n — 

Q. 20 p e r c e n t t o one and 20 p e r c e n t t o t h e 

o t h e r ? 

A. R i g h t . I was j u s t l i s t i n g some o f t h e 

c h a r a c t e r i s t i c s t h a t a r e under g e o l o g i c a l r i s k . 

Q. How do t h e s e c h a r a c t e r i s t i c s d i f f e r 

f r o m r e s e r v o i r r i s k s ? 

A. W e l l , even i f t h e w e l l i s — e v e n i f you 

have a good r o c k , i n o t h e r w o r ds, i t ' s h i g h l y 

p e r m e a b l e w i t h r e s p e c t t o c l e a t i n g and f r a c t u r e s , 

what I c o n s i d e r t o be r e s e r v o i r r i s k i s more t o 

do w i t h t h e d e s o r p t i o n c h a r a c t e r i s t i c s o f t h e 

c o a l , t h e d i f f u s i v i t y o f t h e c o a l , how t h e w e l l 

i s g o i n g t o r e s p o n d w i t h r e s p e c t t o p r o d u c t i o n 

o v e r t i m e , and t h e u l t i m a t e r e c o v e r y o f t h e w e l l . 

Q. I f we l o o k a t t h e r e s e r v o i r r i s k , what 

i n f o r m a t i o n do you have on t h i s r e s e r v o i r a t t h i s 

t i m e ? Do you know t h e d e s o r p t i o n c h a r a c t e r i s t i c s 

o f t h e c o a l ? 

A. We have c o r e s t h a t we t o o k i n s e v e r a l 
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w e l l s , b u t t h a t k i n d o f g e t s i n t o a n o t h e r s u b j e c t 

a l t o g e t h e r , b u t my o p i n i o n i s t h a t , as an 

i n d u s t r y , nobody knows what t h e c o a l d e s o r p t i o n 

c h a r a c t e r i s t i c s a r e . We t e s t i n a c e r t a i n way 

t h a t i s n o t r e f l e c t i v e o f a c t u a l r e s e r v o i r 

c o n d i t i o n s . 

Q. B e f o r e you d r i l l e d t h e w e l l s , t h e 390 

and t h e 3 9 1 , you a c t u a l l y had a — d r i l l e d some 

p i l o t w e l l s , d i d you n o t ? 

A . Yes. 

Q. And you t o o k — w h a t were t h e y ? — s i d e -

w a l l c o r e s ? 

A. These were h o l e c o r e s . 

Q. And you g o t some d e s o r p t i o n d a t a on 

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

A. T h a t ' s c o r r e c t . 

Q. The r e s u l t was t h a t t h e y showed maximum 

case gas c o n t e n t v a l u e s when t h e y were a c t u a l l y 

d e s o r b e d , i s n ' t t h a t r i g h t ? Do you know what 

k i n d o f a r e s u l t you g o t when t h e s e were a c t u a l l y 

d e s o r b e d , o r when you t r i e d t o — 

A. I ' v e seen t h e c o a l d e s o r p t i o n c u r v e s . 

Q. How w e l l d i d t h e y p e r f o r m i n te r m s o f 

d e s o r b i n g ? 

A. Are you t a l k i n g w i t h r e s p e c t t o 
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p r e s s u r e d e c l i n e , or what do you mean? 

Q . What s o r t o f gas c o n t e n t v a l u e s d i d you 

g e t when you d e s o r b e d t h e s e c o r e s ? 

A. I c o u l d n ' t t e l l you r i g h t now. I 

d i d n ' t b r i n g t h a t d a t a . 

Q. When t h e 390 and 391 were d r i l l e d , you 

d i d n ' t a t t e m p t t o t a k e any s i d e - w a l l c o r e s , d i d 

y ou ? 

A . No . 

Q. That w o u l d have g i v e n you some 

i n f o r m a t i o n as i t r e l a t e s t o r e s e r v o i r r i s k , 

i s n ' t t h a t c o r r e c t ? 

A. P r o b a b l y , y e s . 

Q. D i d you have a g e o l o g i s t on t h e 

l o c a t i o n t o t a k e c o a l samples as t h e y came up? 

A. I'm n o t aware i f we d i d or n o t . 

Q. Do you know i f any samples were t a k e n 

or e f f o r t s were made t o see what s o r t o f 

d e s o r p t i o n you c o u l d g e t f r o m t h o s e ? 

A . No . 

Q. Why wasn't t h a t done? D i d you f e e l 

1 i k e you d i d n ' t need t h a t i n f o r m a t i o n on t h a t 

w e l l ? 

A. We t o o k , I t h i n k , t h r e e or f o u r c o r e s 

i n t h e p i l o t a n a l y s i s and we used t h o s e . We 
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e x t r a p o l a t e d t h e r e s u l t s f r o m t h o s e w e l l s t o t h e 

o t h e r w e l l s , t o e s t i m a t e t h o s e p a r a m e t e r s . 

Q. And t h o s e p a r a m e t e r s you have r e a l l y 

t e l l you what s o r t o f a r e s e r v o i r r i s k y o u ' r e 

l o o k i n g a t , i s n ' t t h a t r i g h t ? 

A. No, t h a t ' s n o t r i g h t . 

Q. Why i s t h a t n o t t h e case? 

A. The way c o a l o r gas d e s o r b s f r o m c o a l 

and t h e way we t e s t f o r t h a t a r e two t o t a l l y 

d i f f e r e n t t h i n g s . 

The way t h a t t h e t e s t s a r e done, p i e c e s 

o f c o a l a r e g r o u n d up. They a r e p u t i n t o 

d e i o n i z e d w a t e r and t h e n p r e s s u r e — g a s r e l e a s e 

a r e m o n i t o r e d . 

T h a t ' s n o t t h e way i t o c c u r s i n t h e 

r e s e r v o i r . You're n o t c r u s h i n g t h e c o r e . You 

have s a l t w a t e r as opposed t o d e i o n i z e d w a t e r . 

I n my o p i n i o n , d e s o r p t i o n d a t a may be good f o r 

t o t a l gas c o n t e n t , b u t t h e way t h a t t h e r e s e r v o i r 

a c t u a l l y p e r f o r m s o v e r t i m e i s n o t u n d e r s t o o d . 

We use t h a t i n t h e i n d u s t r y f o r 

r e l a t i v e — I mean, you can t e l l i f you have one 

c o a l t h a t has a c e r t a i n b e h a v i o r , i t l o o k s b e t t e r 

t h a n a n o t h e r c o a l t h a t has a c e r t a i n o t h e r 

b e h a v i o r , b u t how i t ' s g o i n g t o p e r f o r m when i t 
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a c t u a l l y p r o d u c e s , i t may n o t p e r f o r m on an 

i s o t h e r m t h a t you g e t f r o m c o r e d a t a . 

Q. I s n ' t i t t r u e t h a t t h e r e a s o n you w o u l d 

t r y and o b t a i n d e s o r p t i o n d a t a i s t o e n a b l e you 

t o e v a l u a t e r e s e r v o i r r i s k ? 

A. T h a t ' s c o r r e c t . 

Q. And i n t h i s case you o b t a i n e d 

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

A. T h a t ' s c o r r e c t . 

Q. You d i d n o t o b t a i n i t h ere? 

A. T h a t ' s c o r r e c t . 

Q. You c o u l d have i f you had d e t e r m i n e d t o 

do t h a t ? 

A. Yes, we c o u l d have. 

Q. Now, l e t ' s go t o economic r i s k . I n 

yo u r p e n a l t y c a l c u l a t i o n , you p u t 50 p e r c e n t on 

what you've l a b e l e d m a r k e t i n g , p r i c e and demand, 

c o r r e c t ? 

A . Yes. 

Q. M a r k e t i n g , p r i c e and demand, none o f 

t h e s e a c t u a l l y r e l a t e t o t h e d r i l l i n g o f t h e 

w e l l , i s n ' t t h a t f a i r t o say? 

A. W e l l , I w o u l d d i s a g r e e w i t h t h a t . The 

w e l l s a r e b e i n g d r i l l e d under c e r t a i n - - a l l t h e 

r i s k f a c t o r s r e l a t e t o t h e v i a b i l i t y o f t h e 
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p r o j e c t e c o n o m i c a l l y , s o — 

Q. L e t ' s suppose t h e p r i c e goes down and 

you g e t a w e l l l i k e y o u r 389, okay? 

A. Okay. 

Q. And you d e c i d e n o t t o s e l l . I t s t a y s 

i n t h e g r o u n d , does i t n o t ? 

A. Yes. 

Q. And t h e s e p r i c i n g f a c t o r s r e a l l y r e l a t e 

t o t i m e o f pay o u t , do t h e y n o t ? 

A. Yes. 

Q. Not t o u l t i m a t e r e c o v e r y ? 

A. I d o n ' t know i f I can a d d r e s s t h a t . I 

d o n ' t know i f i t r e l a t e s t o u l t i m a t e r e c o v e r y or 

n o t . I know t h e r e a r e some r e s e r v o i r s t h a t a r e 

s e n s i t i v e t o w i t h d r a w a l r a t e , b u t I d o n ' t know 

t h a t t h e c o a l i s . 

Q. A r e n ' t t h e e l e m e n t s o f m a r k e t i n g and 

p r i c e and demand s o m e t h i n g t h a t i s , a t l e a s t t o 

some e x t e n t , w i t h i n t h e c o n t r o l o f BHP a f t e r t h e 

w e l l i s d r i l l e d ? These a r e n o t d r i l l i n g r i s k s 

b u t a r e t h i n g s t h a t you have some i n p u t and can 

c o n t r o l , t o some e x t e n t , a f t e r d r i l l i n g , i s n ' t 

t h a t r i g h t ? 

A. We c a n ' t c o n t r o l t h e market and we 

c a n ' t c o n t r o l t h e demand. 
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Q. Can you c o n t r o l w h e t h e r o r n o t y o u ' r e 

s e l l i n g i t under a l o n g - t e r m c o n t r a c t o r making 

s p o t s a l e s ? 

A. Yes. 

Q. And y o u ' r e s e l l i n g t h i s i n t h e s p o t 

m a r k e t now, a r e you n o t ? When you s e l l ? 

A. I d o n ' t know how t h e s e a r e b e i n g s o l d . 

Q. You can d e t e r m i n e i f you a r e s e l l i n g i n 

a s p o t m a r k e t w h e t h e r y o u ' r e g o i n g t o s e l l t h i s 

month o r s h u t i n , i s n ' t t h a t r i g h t ? 

A. T h a t ' s c o r r e c t . 

Q. So you w o u l d have c o n t r o l o v e r t h a t . I 

guess demand c o u l d depend on what f a c i l i t i e s a r e 

t h e r e t o t a k e t h e gas, i s n ' t t h a t r i g h t ? 

A. Demand ? 

Q. I f t h e r e ' s i n a d e q u a t e f a c i l i t i e s t o 

move t h e gas, t h a t w o u l d b e — 

A. — a r e s t r i c t i o n , y e s , t h a t ' s c o r r e c t . 

Q. Do you know i f t h e r e i s any r e s t r i c t i o n 

a t t h e g a t h e r i n g l i n e s t o t a k e t h e gas? 

A. There was a t one t i m e , and I'm n o t s u r e 

i f i t ' s s t i l l i s t h e r e o r n o t . E l Paso d i d have 

some r e s t r i c t i o n s i n t h e i r l i n e s a t one t i m e . 

Q. Hasn't BHP i n f a c t a c q u i r e d t h e s e l i n e s 

f r o m E l Paso — t h e g a t h e r i n g l i n e s ? 
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A. No, we h a v e n ' t a c q u i r e d them. 

Q. Have you been a t t e m p t i n g t o n e g o t i a t e 

t h e c o n t r o l o f t h e s e l i n e s f r o m E l Paso? 

A. Yes, we have d i s c u s s e d i t w i t h E l Paso. 

Q. Does BHP Gas M a r k e t i n g p u r c h a s e i n t h i s 

a rea? 

A . Excuse me ? 

Q. Are you f a m i l i a r w i t h a company c a l l e d 

BHP Gas M a r k e t i n g ? 

A . No . 

Q. Would you know i f t h a t ' s t h e 

s p o t - m a r k e t company t h a t p u r c h a s e s gas f r o m t h i s 

f i e l d ? 

A . No . 

Q. The b o t t o m l i n e i s t h o u g h , i s n ' t i t , 

Ms. T o r b e t , what y o u ' r e l a b e l i n g as economic r i s k 

i s r e a l l y , i n l a r g e p a r t , t h i n g s t h a t o c c u r a f t e r 

d r i l l i n g t h a t a r e p a r t i a l l y w i t h i n BHP's c o n t r o l ? 

A. Would you p l e a s e r e p e a t t h a t ? 

Q. I s n ' t i t r e a l l y t r u e t h a t what you have 

l a b e l e d as economic r i s k a r e m a r k e t i n g i t e m s 

t h a t , one, o c c u r r e a l l y a f t e r you've d r i l l e d and 

c o m p l e t e d a w e l l ? 

A. Yes, t h a t ' s t r u e . However, t h e 

d r i l l i n g — t h e d e c i s i o n t o d r i l l i s based on 
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t h o s e — 

Q. I s n ' t i t t r u e t h a t i f you can c o n t r o l 

and d e c i d e t o s e l l and l e a v e i t i n t h e g r o u n d 

u n t i l t h e p r i c e comes up, o r a t t e m p t t o g a i n 

c o n t r o l o f t h e g a t h e r i n g l i n e s o r s e l e c t w h i c h 

m a r k e t i n g company, w h e t h e r y o u r own or somebody 

e l s e ' s you s e l l t h i s t o , a r e n ' t t h o s e a l l t h i n g s 

t h a t a r e p a r t i a l l y w i t h i n y o u r c o n t r o l ? 

A. I w o u l d say t h a t , y e s , w h e t h e r t o s e l l 

or n o t i s w i t h i n our c o n t r o l , assuming t h a t t h e r e 

i s no r e s t r i c t i o n i n l i n e or o t h e r r e s t r i c t i o n . 

Q. And t h o s e a r e a l l f a c t o r s t h a t f a l l 

u n d er what you've g r o u p e d t o g e t h e r as a 

5 0 - p e r c e n t i n c r e a s e i n p e n a l t y e n t i t l e d m a r k e t , 

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

A . Yes, I t h i n k so. 

Q. You're recommending j u s t a 1 0 - p e r c e n t 

r i s k as i t r e l a t e s t o t h e a c t u a l c o m p l e t i o n 

o p e r a t i o n ? 

A. T h a t ' s c o r r e c t . 

Q. The w e l l has been d r i l l e d b u t you s t i l l 

have n o t c o m p l e t e d i t ? 

A. T h a t ' s c o r r e c t . 

Q. I f we l o o k a t y o u r E x h i b i t 11-C, what 

t h e s e f a n s show, as you s a i d , a r e t h e p r e d o m i n a n t 
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f a c e c l e a t s t r i k e . Now, t e l l me, when you 

f r a c t u r e a w e l l , do you e x p e c t them t o be 

r e l a t i v e l y s t r a i g h t f a c t o r s o r do t h e y meander? 

A. I w o u l d n ' t say t h e y ' r e p e r f e c t l y 

s t r a i g h t . They may meander somewhat. 

Q. When you c a l l e d t h i s f a n t h e 

p r e d o m i n a n t s t r i k e , i s i t p o s s i b l e i t c o u l d d r i f t 

o u t s i d e t h i s f a n when you a c t u a l l y f r a c t u r e t h e 

c o a l , due t o t h e n a t u r e o f t h e c o a l i t s e l f ? 

A. W e l l , Mr. C a r r , a n y t h i n g i s p o s s i b l e . 

Q. But i s i t p o s s i b l e t o t h e e x t e n t t h a t , 

i t ' s n o t l i k e w i n n i n g t h e P u b l i s h e r ' s C l e a r i n g 

House s w e e p s t a k e s , i s i t , Ms. T o r b e t , b u t i t ' s 

p o s s i b l e t h a t t h a t c o u l d happen? 

A. Yes, i t ' s p o s s i b l e , b u t i m p r o b a b l e . 

Q . Why do t h e y r u n i n t h i s p a r t i c u l a r 

d i r e c t i o n ? Do y o u , as an e n g i n e e r , have an 

o p i n i o n as t o why t h e y a r e o r i e n t e d i n t h i s 

d i r e c t i o n ? 

A. I t has t o do w i t h t h e — a n d I'm n o t a 

g e o l o g i s t so I d o n ' t want t o p r e t e n d t o be an 

e x p e r t g e o l o g i s t , b u t I know i t has t o do w i t h 

t h e s t r e s s , t h e t e c t o n i c s t r e s s o f t h e r o c k . 

Q. Does t h a t r e l a t e t o t h e g e n e r a l s l o p e 

or shape o f t h e f o r m a t i o n ? Maybe we c o u l d move 
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t o E x h i b i t 11-D. 

A. Okay. 

Q. N e i t h e r o f us a r e g e o l o g i s t s . I f we 

l o o k a t 11-D, how do you know t h a t t h e s e 

p a r t i c u l a r f r a c c l e a t s t r i k e s a r e as d e p i c t e d on 

t h i s p a r t i c u l a r e x h i b i t ? 

A. How do I know? 

Q . Yes. 

A . I guess I 1m — 

Q. We have an e x h i b i t h e r e , and i t shows 

t h e a r e a i n w h i c h t h e s e w e l l s a r e l o c a t e d , 

i d e n t i f i e d as Domain 2a, t h a t t h e s e f a c e c l e a t 

s t r i k e s r u n as you have shown on y o u r d i a g r a m , 

wh i ch i s — 

A. 11-C. 

Q. How do you know t h e y r u n i n t h a t 

d i r e c t i o n ? 

A. W e l l , l i k e I s a i d , t h i s i s p u b l i s h e d 

d a t a . The GRI d i d an e x t e n s i v e s t u d y . I ' v e 

t a l k e d t o N e i l W h i t e h e a d who works f o r t h e New 

Mexico Bureau o f Mines. He d i d t h i s s t u d y on t h e 

o u t c r o p p i n g c o a l , f a c e c l e a t d i r e c t i o n s ; and a l s o 

I ' v e t a l k e d w i t h Mr. Wa l t A y r e s who, a t t h e t i m e , 

was w o r k i n g f o r t h e Bureau o f Economic Geology, 

and he was i n v o l v e d w i t h t h e s u b s u r f a c e c o r e , 
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o r i e n t e d c o r e d a t a . 

Q. I f you l o o k a t t h i s , d o n ' t t h e y appear 

t o r u n s o r t o f p e r p e n d i c u l a r t o t h e s l o p e o f t h e 

f o r m a t i o n ? 

A. I n some a r e a s t h e y do. 

Q. Do you know w h e t h e r o r n o t t h a t m i g h t 

be a f a c t o r i n t h e o r i e n t a t i o n o f t h e s e f a u l t s or 

f r a c s ? 

A. I d o n ' t . I do know, f r o m t a l k i n g w i t h 

t h e g e o l o g i s t who p r e p a r e d t h i s s t u d y , i t ' s v e r y 

c o n s i s t e n t t h r o u g h Domain 2a. 

Q. When we move up n o r t h , r i g h t below t h e 

Colorado/New Mexico l i n e , we have one t h a t ' s 

v i r t u a l l y e a s t / w e s t , i s n ' t t h a t t r u e ? 

A. That i s t r u e . 

Q. I s n ' t t h a t an a r e a where a c t u a l l y t h e 

f o r m a t i o n i s c o n t o u r e d i n more o f a n o r t h / s o u t h 

d i r e c t i o n ? 

A. T h a t ' s t r u e . 

Q. I f we l o o k a r o u n d t h e c i t y o f 

F a r m i n g t o n , a r e n ' t t h e c o n t o u r s s t a r t i n g t o t u r n 

up t o w a r d t h e n o r t h , as we come t h r o u g h t h a t 

a r e a ? 

A. N o r t h o f F a r m i n g t o n t h e y do. 

Q. When you go k i n d o f s o u t h and w e s t , 
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d o n ' t you see an a c t u a l t u r n ? 

A. W e l l , t h e r e ' s a g r a d u a l change, b u t I 

d o n ' t know t h a t I w o u l d n e c e s s a r i l y c a l l t h a t a 

t u r n . 

Q. I s i t y o u r t e s t i m o n y t h a t you d o n ' t 

know t h e b a s i s b e h i n d t h i s p a r t i c u l a r 

o r i e n t a t i o n ? You're j u s t a c c e p t i n g t h i s p aper? 

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

Q. I s i t a l s o f a i r t o say t h a t y o u ' r e 

r e a l l y n o t g o i n g t o know, i n f r a c t u r i n g t h e 

G a l l e g o s Canyon 391 w e l l , y o u ' r e n o t g o i n g t o 

know w h e t h e r o r n o t you've i n t e r s e c t e d t h e 

Tyck s e n w e l l u n t i l you a c t u a l l y go o u t t h e r e and 

t r y i t ? 

A. T h a t ' s c o r r e c t . 

Q. T h a t ' s when w e ' l l r e a l l y know? 

A. T h a t ' s t r u e . You d o n ' t e v e r r e a l l y 

know u n t i l i t happens. 

Q. And t h e n , i f we d i d t h a t , you s a i d 

t h e r e w o u l d be foam t h a t w o u l d g e t i n t o t h e 

Tyck s e n w e l l ? 

A. I t h i n k t h a t t h e r e c o u l d be a s m a l l 

amount o f foam, assuming t h a t t h e foam can 

m i g r a t e up t h r o u g h 82 f e e t o f cement, sand and 

o t h e r d e b r i s , w h i c h i s a l s o a v e r y u n l i k e l y 
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e v e n t . T h a t ' s why I t h i n k i t ' s u n l i k e l y , because 

a whole s t r e a m , n o t j u s t one u n l i k e l y e v e n t , 

w o u l d have t o o c c u r , b u t t h e whole s t r e a m o f 

u n l i k e l y e v e n t s w o u l d have t o o c c u r . 

Q. That w o u l d be f o l l o w e d by sand, w o u l d 

i t n o t , i f t h a t happened? 

A. I do u b t i t , because t h e c r a c k w o u l d be 

so s m a l l t h a t t h e sand w o u l d b r i d g e a t t h e 

c r a c k . A l s o , d u r i n g t h e pumping o f t h e j o b , i f 

s o m e t h i n g — i f some r a d i c a l l o s s i n p r e s s u r e o r a 

l o s s i n f l u i d o c c u r r e d d u r i n g t h e pumping o f t h e 

j o b , i t w o u l d most l i k e l y s c r e e n t h e w e l l o u t a t 

t h a t p o i n t and t h e r e w o u l d be no f u r t h e r 

c o m m u n i c a t i o n between t h e zones. 

Q. I f t h e foam can g e t i n t o t h e Tycksen 

w e l l , gas c o u l d a l s o m i g r a t e t h r o u g h t h a t same 

c h a n n e l , i s n ' t t h a t t r u e ? 

A. W e l l , i f i t ' s n o t c r o p p e d , i t ' s 

u n l i k e l y t h a t i t w o u l d . Assuming t h a t i t c r e a t e d 

a c r a c k , i f t h e r e ' s n o t h i n g t o h o l d t h e c r a c k 

open, t h e n t h e c r a c k w i l l c l o s e and you won't 

have c o m m u n i c a t i o n . 

Q. So you have t o c o n c l u d e t h a t t h e foam 

w i l l go b u t t h e sand won't go, b e f o r e you have 

t h a t s i t u a t i o n ? 
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A. I t h i n k i t w o u l d be u n l i k e l y t h a t t h e 

sand wou1d. 

MR. CARR: T h a t ' s a l l I have. 

MR. BRUCE: Ver y b r i e f l y , Mr. Chairman. 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. Mr. C a r r m e n t i o n e d t a k i n g some c o r e s i n 

t h e w e l l s . Would t h a t i n c r e a s e t h e c o s t o f t h e 

w e l I s ? 

A. Yes. 

Q. I f you t o o k t h o s e c o r e s , w o u l d i t be 

d e f i n i t i v e o f t h e w e l l ' s c a p a b i l i t y ? 

A . No . 

Q. R e g a r d i n g economic r i s k , BHP has no 

c o n t r o l o v e r p r i c e ? 

A. No, u n f o r t u n a t e l y . 

Q. I mean, I f t h e p r i c e s were e x t r e m e l y 

low, BHP c o u l d c o n t i n u e t o p r o d u c e t h e w e l l and 

c o n c e i v a b l y n e v e r r e c o v e r w e l l c o s t s , i s n ' t t h a t 

c o r r e c t ? 

A. We w o u l d j u s t p r o d u c e o u r s e l v e s o u t o f 

bus i n e s s . 

Q. R e g a r d i n g t h e f a c e c l e a t s t r i k e 

o r i e n t a t i o n , do you know o f any o t h e r d a t a ? 

A. Beyond t h e GRI s t u d y , as f a r as I know 
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t h e r e i s no o t h e r g e o l o g i c a l d a t a a v a i l a b l e . 

MR. BRUCE: Thank you. 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Ms. T o r b e t , you d o n ' t c o n t r o l t h e p r i c e 

b u t you do c o n t r o l i f you s e l l , i s n ' t t h a t r i g h t ? 

A. Yes. 

Q. And i f you d o n ' t s e l l , t h e gas i s i n 

t h e ground? 

A. Yes. 

Q. And i t can be s o l d a t a l a t e r d a t e ? 

A. W e l l , t h a t was a p o i n t t h a t I d o n ' t 

know. I d o n ' t know t h e s e n s i t i v i t y o f w i t h d r a w a l 

f r o m t h e c o a l . I d o n ' t know i f anybody e l s e 

does, e i t h e r . 

Q. The l o n g e r i t t a k e s t o p r o d u c e t h e gas, 

t h e l o n g e r i t w o u l d t a k e t o pay o f f t h e w e l l , 

i s n ' t t h a t r i g h t ? 

A. T h a t ' s c o r r e c t . 

Q. I f t h e Locke t r a c t i s p o o l e d i n , i t 

w o u l d j u s t s l o w down t h e pay o u t , i s n ' t t h a t 

r i g h t ? They w o u l d be i n a no n c o n s e n t p o s t u r e 

l o n g e r ? 

A. T h a t ' s c o r r e c t . 

Q. Whether you p u t i t on t h e ma r k e t or 
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s e l l i t t o d a y o r n o t i s a d e c i s i o n BHP makes,, 

i s n ' t t h a t r i g h t ? 

A. A l t h o u g h I w o u l d say w i t h t h e w e l l s 

t h a t we d r i l l e d r e c e n t l y , t h e s e a r e t h e o n l y 

w e l l s t h a t a r e n o t s h u t i n r i g h t now. We a r e 

p r o d u c i n g our c o a l w e l l s a t maximum r a t e . The 

r e s t o f t h e f i e l d i s s h u t i n , so we d o n ' t p l a n t o 

c o m p l e t e i t and s h u t i t i n . 

MR. CARR: That 1 s a l l . 

MR. BRUCE: I have n o t h i n g f u r t h e r , Mr. 

Chairman. 

CHAIRMAN LEMAY: Commissioner C a r l s o n ? 

EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. On y o u r E x h i b i t 14, you s t a t e d t h a t Mr. 

Walsh's number w i t h o u t t h e t a x c r e d i t s i s 

co m p a r a b l e t o t h e o f f e r t h a t you made Mrs. Locke? 

A. Yes. 

Q. Do you agr e e t h a t i f BHP c o u l d t a k e 

a d v a n t a g e o f t h o s e t a x c r e d i t s , t h a t t h e gas 

c o u l d be w o r t h as much as Mr. Walsh s a i d i t was, 

$423,000 t o $495,000? 

A. I d o n ' t know. I d o n ' t know t h a t we 

have a c t u a l l y e v a l u a t e d t h i s p a r t i c u l a r w e l l f o r 

t h a t . 
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Q. What i s y o u r u n d e r s t a n d i n g — a n d I 

r e c o g n i z e y o u ' r e a p e t r o l e u m e n g i n e e r and n o t a 

t a x a t t o r n e y — b u t what i s y o u r u n d e r s t a n d i n g why 

BHP c a n n o t t a k e t h e t a x c r e d i t ? 

A. And I w o u l d a l s o l i k e t o say I'm n o t a 

t a x a t t o r n e y , so t h e t h i n g s t h a t I know a r e j u s t 

what I ' v e h e a r d , b u t my u n d e r s t a n d i n g i s t h a t BHP 

i s i n an a l t e r n a t i v e minimum t a x s i t u a t i o n and so 

we c a n n o t use t h e t a x c r e d i t s . 

Q. I s i t y o u r u n d e r s t a n d i n g , t h o u g h , t h a t 

t h o s e t a x c r e d i t s can be c a r r i e d f o r w a r d ? 

A. No. My u n d e r s t a n d i n g i s t h a t t h e y have 

t o be t a k e n i n t h e y e a r t h e y were e a r n e d or t h e 

y e a r t h a t t h e gas was p r o d u c e d , o r w h a t e v e r . 

They a r e n o t — w e ' r e n o t a b l e t o c a r r y them 

f o r w a r d , i s my u n d e r s t a n d i n g . 

Q. Has BHP d r i l l e d any d r y h o l e s i n t h e 

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

A. W e l l , i f you c o u l d d e f i n e what a d r y 

h o l e i n a c o a l w e l l i s f o r me, t h e n I m i g h t be 

a b l e t o answer t h a t , b u t — 

Q. Have t h e y p l u g g e d and abandoned any? 

A. We have n o t p l u g g e d and abandoned any 

w e l l s . We d i d have one w e l l t h a t t e s t e d 10 Mcf a 

day w h i c h , by most s t a n d a r d s , w o u l d be a d r y 
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h o l e . We h a v e n ' t had any t h a t p r o d u c e d a h u n d r e d 

p e r c e n t w a t e r f o r a y e a r or s o m e t h i n g l i k e t h a t , 

w h i c h i s a l l so common i n t h e c o a l . T h a t ' s why 

t h e d e f i n i t i o n o f a d r y h o l e i n a c o a l w e l l i s 

t o u g h . 

Q. Are you f a m i l i a r w i t h t h e AFEs f o r 

t h e s e two w e l l s ? 

A . Yes. 

Q. The AFEs, Locke E x h i b i t s L - l and L-2, 

t h e y ' r e f r o m t h e BHP AFEs and t h e y have a p r o j e c t 

j u s t i f i c a t i o n a t t h e b o t t o m , w h i c h I assume has 

been w h i t e d o u t by BHP. Are you f a m i l i a r w i t h 

t h a t p r o j e c t j u s t i f i c a t i o n ? 

A. I h a v e n ' t r e a d t h a t i n a l o n g t i m e . 

C o u l d I g e t a copy o f t h e - - I have r e a d - - t h e r e 

was an e n t i r e r e p o r t a s s o c i a t e d w i t h t h e p r o j e c t 

j u s t i f i c a t i o n f o r t h e s e w e l l s , w h i c h I am 

f a m i 1 i a r w i t h . 

Q. Now, t h o s e p r o j e c t j u s t i f i c a t i o n s , t h e y 

b o t h show a p a y o u t i n 1.922 y e a r s . Do you know 

what p r i c e o f gas t h a t was based on? 

A. I t h i n k i t was based on a 

do 1 l a r - f i f t y - f o u r . $1.54 per Mcf. And t h e r e 

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

a s s o c i a t e d w i t h t h a t . 
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I t h i n k we assumed an i n i t i a l r a t e o f 

200 Mcf d e c l i n i n g t o a r a t e , and I'm n o t - - I c a n ' t 

remember t h i s e x a c t l y , b u t somewhere between 300 

and 500 Mcf p e r day, h o l d i n g t h a t r a t e f o r 

a p p r o x i m a t e l y two y e a r s , and t h e n an e x p o n e n t i a l 

d e c l i n e . And t h e r e was a c e r t a i n r e s e r v e amount 

a s s o c i a t e d w i t h i t a l s o . 

Q. On t h o s e p r o j e c t j u s t i f i c a t i o n s where 

i t says n e t i n c r e a s e i n c u r r e n t p r o d u c t i o n , and 

you go o v e r t o t h e gas s i d e and on one o f t h e 

w e l l s i t ' s 99 Mcf p e r day and t h e o t h e r one i s 

154 Mcf p e r day, i s t h a t t h e e s t i m a t e d f l o w f o r 

t h o s e we l i s ? 

A. T h i s w o u l d be t h e e s t i m a t e d flow--BHP's 

s h a r e o f t h e f l o w . We l o o k a t economics based on 

our s h a r e o f t h e p r o d u c t i o n . 

Q. And f u t u r e cash f l o w b e f o r e i n v e s t m e n t , 

I assume t h a t ' s b e f o r e t a x ? 

A . B e f o r e t a x . 

Q. And i t compares t h a t t o t h e n e t cash 

f l o w a f t e r i n v e s t m e n t and a p p a r e n t l y a f t e r t a x ? 

A. R i g h t . 

Q. I t shows a n e t cash f l o w o f $410,000, 

and I assume, a g a i n , t h a t t h a t i s e x c l u s i v e o f 

t h e S e c t i o n 29 t a x c r e d i t s , i s t h a t c o r r e c t ? 
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A. Yes, t h a t i s c o r r e c t . 

Q. And you c o n c l u d e d a t t h e b o t t o m , F & D 

c o s t s , w h i c h I assume i s f i n d i n g and deve l o p m e n t 

c o s t s , $1.18 per b a r r e l o f o i l e q u i v a l e n t ? 

A. R i g h t . 

Q. Which t r a n s l a t e s t o r o u g h l y , what, 20 

c e n t s an Mcf? 

A. Yes. I'm n o t v e r y good w i t h — 

COMMISSIONER CARLSON: Thank you. 

T h a t ' s a l l . 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. J u s t a c l a r i f i c a t i o n , Ms. T o r b e t , on 

y o u r E x h i b i t s 12, 12-A and 13. Are 12 and 12-A, 

l o o k s l i k e t h e y ' r e b o t h F r u i t l a n d Sand, a r e 

t h e y ? On 12-A t h e d e s i g n a t i o n 341 FRT? 

A. Yes. B o t h o f t h o s e a r e F r u i t l a n d Sand 

gas a n a l y s e s . 

Q. And y o u r o t h e r c o m p a r i s o n on E x h i b i t 

No. 13 i s , I guess, l o o k s l i k e i t ' s f r o m t h e e a s t 

o f f s e t t h e r e , t h e 377 on t h e F r u i t l a n d Coal? 

A. T h a t ' s c o r r e c t . 

Q. So t h e r e i s s i g n i f i c a n c e v a r i a t i o n 

t h e r e . You d o n ' t have any c a r b o n d i o x i d e , 

t h o u g h , i n t h i s p a r t i c u l a r a r e a f o r F r u i t l a n d 
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Coal ? 

A. We have a l i t t l e b i t , .7 p e r c e n t . A 

sma11 p e r c e n t 

Q. I t ' s a l m o s t p u r e methane, as f a r a s — 

A. Yes. G e n e r a l l y s p e a k i n g , we d o n ' t have 

a l o t o f C0 2 i n t h i s a r e a o f t h e B a s i n . 

G e n e r a l l y one p e r c e n t or l e s s . 

Q. Do you happen t o know i f t h a t w i l l be 

p i p e l i n e q u a l i t y when m i x e d , o r do you have t o go 

t h r o u g h one o f t h e p l a n t s t o e x t r a c t t h a t s m a l l 

amount o f c a r b o n d i o x i d e ? 

A. On our F r u i t l a n d Coal w e l l s , we t h i n k 

i t w i l l be d i l u t e d when m i x e d , and meet p i p e l i n e 

s p e c i f i c a t i o n s . 

Q. You're v e r y c l o s e t o a t h o u s a n d BTU; 

t h e r e f o r e , you t h i n k t h a t ' s p i p e l i n e q u a l i t y 

w i t h o u t a d d i t i o n a l p r o c e s s i n g ? 

A. C o r r e c t . 

Q. Which w o u l d a f f e c t y o u r e c o n o m i c s , I 

guess, compared t o o t h e r c o a l seam gas w e l l s t h a t 

need t o be t r e a t e d ? 

A. Yes. We're n o t a n t i c i p a t i n g — we a r e 

g o i n g t o d e h y d r a t e and compress, b u t we d o n ' t 

a n t i c i p a t e any s w e e t e n i n g . And t h e n we a l s o have 

d i s p o s a l c o s t s a s s o c i a t e d w i t h w a t e r p r o d u c t i o n . 
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Q. Do you have enough e x p e r i e n c e w i t h t h e 

w a t e r t o show t h a t i t ' s d e c r e a s i n g a f t e r some 

p r o d u c t i o n , o r n o t ? 

A. Not r e a l l y . The w a t e r r a t e on t e s t s i n 

t h e s e w e l l s was h i g h l y v a r i a b l e , as v a r i a b l e as 

t h e gas r a t e s . We saw anywhere f r o m two b a r r e l s 

a day up t o o v e r a h u n d r e d b a r r e l s a day, so i t 

was p r e t t y h i g h l y t h a n v a r i a b l e . 

Q. How a r e you c u r r e n t l y d i s p o s i n g o f y o u r 

w a t e r ? 

A. We a r e d i s p o s i n g i n t o t h e Mesaverde. 

We have s e v e r a l d i s p o s a l w e l l s i n t h e G a l l e g o s 

Canyon U n i t . We j u s t d r i l l e d a new one t o h a n d l e 

most o f t h e w e l l s l o c a t e d i n t h e n o r t h e r n p a r t o f 

t h e B a s i n t h a t we d r i l l e d , when we d r i l l e d t h e s e 

two, 390 and 39 1. 

Q. You t r e a t t h o s e c o s t s , t h e n , as 

o p e r a t i n g c o s t s and n o t as p a r t o f y o u r AFE c o s t s 

f o r d r i l l i n g and c o m p l e t i n g t h e w e l l s ? 

A. T h a t ' s c o r r e c t . 

CHAIRMAN LEMAY: Thank you. I have no 

f u r t h e r q u e s t i o n s . 

A n y t h i n g e l s e ? 

MR. BRUCE: J u s t one q u e s t i o n , Mr. 

Cha i rman. 
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CHAIRMAN LEMAY: S u r e . Go a h e a d . 

FURTHER EXAMINATION 

BY MR. BRUCE: 

Q. Ms. T o r b e t , y o u m e n t i o n e d t h e 

j u s t i f i c a t i o n s on t h e s e AFEs a n d y o u m e n t i o n e d 

$1.54 p e r Mcf as a gas p r i c e . Were t h e r e a n y 

o t h e r a s s u m p t i o n s r e g a r d i n g g a s p r i c e ? 

A. Yes. We h a d , o v e r t i m e , we h a v e 

d o n e — w e assumed c e r t a i n e s c a l a t i o n s , I g u e s s , 

b a s e d o n — t h e g a s m a r k e t i n g p e o p l e come up w i t h 

e s c a l a t i o n s . And when t h i s p r o j e c t was d o n e , we 

w e r e p r e t t y o p t i m i s t i c a b o u t gas p r i c e s i n 

g e n e r a l , so t h e e s c a l a t i o n f a c t o r s w e r e p r e t t y 

g o o d c o m p a r e d t o w h a t we w e r e u s i n g now. 

MR. BRUCE: Okay. Thank y o u . 

CHAIRMAN LEMAY: Any f u r t h e r 

q u e s t i o n s ? The w i t n e s s may be e x c u s e d . T h a n k 

y o u v e r y much. 

A n y t h i n g e l s e , Mr. B r u c e ? 

MR. BRUCE: N o t h i n g a t t h i s t i m e , Mr. 

C h a i r m a n . 

CHAIRMAN LEMAY: Mr. C a r r ? 

RICHARD DAVID SIMMONS 

H a v i n g b e e n f i r s t d u l y s w o r n u p o n h i s o a t h , was 

e x a m i n e d a n d t e s t i f i e d as f o l l o w s : 
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EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e y o u r f u l l name f o r t h e 

r e c o r d , p l e a s e . 

A. R i c h a r d D a v i d Simmons. 

Q. Mr. Simmons, where do you r e s i d e ? 

A. I n F a r m i n g t o n , New Mexico. 

Q. By whom a r e you employed and i n what 

capac i t y ? 

A. L o c k e - T a y l o r , L o u i s e Locke, as an o i l 

and gas c o n s u l t a n t . 

Q . I n what c a p a c i t y as a c o n s u l t a n t ? 

E n g i n e e r ? G e o l o g i s t ? 

A . E n g i n e e r . 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h e O i l C o n s e r v a t i o n Commission? 

A . No, s i r . 

Q. B r i e f l y summarize y o u r e d u c a t i o n a l 

b a c k g r o u n d f o r t h e Commission. 

A. I was g r a d u a t e d w i t h a B.S. degree i n 

p e t r o l e u m e n g i n e e r i n g f r o m M a r i e t t a C o l l e g e , i n 

1971. I c o n t i n u e d a t L o u i s i a n a S t a t e U n i v e r s i t y 

and was g r a d u a t e d w i t h a M a s t e r ' s o f P e t r o l e u m 

E n g i n e e r i n g i n 1973. 

Q. S i n c e g r a d u a t i o n , f o r whom have you 
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worked? 

A. I f i r s t w o r k ed f o r Tenneco O i l Company 

i n t h e Rocky M o u n t a i n s i n t h e San Juan B a s i n , and 

Wyoming, U t a h , C o l o r a d o . I worked f o r N o r t h w e s t 

P i p e l i n e as d r i l l i n g and p r o d u c t i o n e n g i n e e r , and 

I have been s e l f - e m p l o y e d as a c o n s u l t a n t i n t h e 

San Juan B a s i n s i n c e 1981. 

Q. How l o n g have you worked i n t h e Ba s i n ? 

A. 19 y e a r s . 

Q. You have been t h e e n g i n e e r on how many 

w e l l s t h a t have a c t u a l l y been d r i l l e d i n t h e 

Ba s i n ? 

A. Over 7 5. 

Q. I n what f o r m a t i o n s were t h e s e w e l l s 

comp1e t ed ? 

A. A l l f o r m a t i o n s , f r o m t o p t o b o t t o m . 

Q. Have you been i n v o l v e d i n t h e d r i l l i n g 

o f F r u i t l a n d Coal w e l l s ? 

A . Yes, s i r . 

Q . Do you o p e r a t e any F r u i t l a n d Coal w e l l s 

a t t h i s t ime? 

A. Yes, s i r , I do. 

Q. How many ? 

A. I have two t h a t a r e d i r e c t l y under my 

o p e r a t i o n , i n my name. I c o n t r o l f o u r o t h e r s 
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t h a t a r e — I c o n t r o l t h e pumping o p e r a t i o n s o f 

t h o s e we 1 I s • 

Q. When were you employed i n t h i s case? 

A. J u s t a l i t t l e o v e r a month ago. 

Q. What were you asked t o do? 

A. I was asked t o r e v i e w f i l e s p u t 

t o g e t h e r by Mr. E w e l l Walsh and a s s e r t t o t h e 

f i n d i n g s t h a t he had come f o r t h w i t h i n a 

p r e v i o u s h e a r i n g . 

Q. Have you c o m p l e t e d t h a t r e v i e w ? 

A. Yes, s i r . 

Q. Are you f a m i l i a r w i t h t h e de v e l o p m e n t 

o f S e c t i o n 23? 

A. Yes, s i r . 

Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n s 

f i l e d i n each o f t h e s e cases by BHP P e t r o l e u m ? 

A. Yes, s i r , I am. 

MR. CARR: We t e n d e r Mr. Simmons as an 

e x p e r t w i t n e s s i n p e t r o l e u m e n g i n e e r i n g . 

CHAIRMAN LEMAY: Mr. Simmons' 

q u a l i f i c a t i o n s a r e a c c e p t a b l e . 

Q. Would you b r i e f l y s t a t e what Mrs. Locke 

seeks i n t h e s e cases? 

A. She w o u l d l i k e t o have t h e d e n i a l o f 

b o t h p o o l i n g r e q u e s t s i n t h e e a s t h a l f and t h e 
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west h a l f o f S e c t i o n 23. 

I f t h e Commission were t o agre e t o t h e 

f o r c e p o o l i n g , she w o u l d l i k e t o have t h e 391 

G a l l e g o s Canyon o f BHP n o t c o m p l e t e d , f o r f e a r o f 

damaging h e r w e l l . 

Q. What s o r t o f a p e n a l t y i s she 

s u g g e s t i n g ? 

A. She w o u l d l i k e no p e n a l t y w h a t s o e v e r . 

Q. C o u l d you i d e n t i f y what has been marked 

Locke E x h i b i t No. 1 and r e v i e w t h a t f o r t h e 

Commission? 

A. T h i s i s a 1 2 - s e c t i o n p l a t , i n d i c a t i n g 

t h e r e l a t i v e l o c a t i o n s o f w e l l s i n t h e a r e a . I t 

a l s o shows i n S e c t i o n 23 t h e l o c a t i o n r e l a t i v e o f 

t h e BHP G a l l e g o s Canyon U n i t No. 390 and i n t h e 

n o r t h e a s t q u a r t e r o f S e c t i o n 23, t h e GCU 3 9 1 . 

I t ' s s h o w i n g i t t o t h e west and n o r t h , b u t i t ' s 

s l i g h t l y s o u t h and west o f t h e 3 9 1 , as 

L o c k e - T a y l o r ' s T y c k s e n No. 1. 

Q. L e t ' s move t o E x h i b i t 2. I w o u l d ask 

you f i r s t t o i d e n t i f y t h a t , and t h e n r e v i e w t h i s 

f o r t h e Commission. 

A. E x h i b i t No. 2 was p r e p a r e d by Mr. 

Walsh. I have r e v i e w e d i t . I t ' s a w e l l b o r e 

s c h e m a t i c s i m i l a r t o - - a l t h o u g h maybe n o t as 
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d e t a i l e d as t h e e x h i b i t p r e v i o u s l y e n t e r e d , 

s h o w i n g t h e c a s i n g d i a g r a m s i n t h e Tycksen w e l l 

and t h e G a l l e g o s Canyon w e l l o f BHP. 

P l e a s e n o t e i n t h e Tycksen w e l l , 

s h o w i n g t h e c a s i n g p r o g r a m and i t ' s t o u g h t o 

r e a d . The 13-3/8 c a s i n g i s a w a t e r s t r i n g w i t h 

no cement. T h e r e ' s 10-3/4 c a s i n g a t 56 f e e t t h a t 

was cemented w i t h 25 s a c k s o f cement. 8-5/8 

c a s i n g i s shown t o be a t 520-some f e e t , no 

cement. 7 - i n c h c a s i n g s e t a t a g r e a t e r d e p t h . I 

c a n ' t r e a d t h a t . Looks l i k e 962 f e e t , and i t has 

no cement. 

Mr. Walsh i n d i c a t e d w i t h an X t h e 

o p e n h o i e s e c t i o n t h a t was d r i l l e d i n t h i s 

w e l l b o r e and, w i t h a s l a s h e d a r e a , he has 

i n d i c a t e d t h e p l u g g e d back o r cement t h a t was p u t 

i n t h i s w e l l a f t e r t h e PC was t e s t e d . T h e r e ' s a 

1 - i n c h s i p h o n s t r i n g i n t h e r e . 

I t shows a t o t a l d e p t h o f 1230 f e e t 

and, a l t h o u g h n o t t o s c a l e , t h i s i s s h o w i n g t h e 

two w e l l b o r e s o r we w i s h t o show t h e two 

w e l l b o r e s a r e a p p r o x i m a t e l y 121 f e e t a p a r t . 

On t h e r i g h t s i d e , i n d i c a t i n g t h e 

7 - i n c h c a s i n g a t a p p r o x i m a t e l y 187 f e e t cemented 

t o s u r f a c e , w i t h 125 sacks o f cement, and 4-1/2 
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c a s i n g a t 1365 f e e t , and t h a t was c i r c u l a t e d w i t h 

360 s a c k s o f cement. 

B a s i c a l l y , we a r e w a n t i n g t o show t h e 

l o c a t i o n o f t h e F r u i t l a n d Sand f o r m a t i o n between 

a p p r o x i m a t e l y 886 t o 919, t h e BHP F r u i t l a n d Coal 

zone a t 1152 t o 1182. 

Q. How much v e r t i c a l s e p a r a t i o n does t h a t 

r e s u l t i n between t h e zone p r o d u c i n g i n t h e 

Tycksen w e l l and t h e p r o p o s e d i n t e r v a l f o r t h e 

G a l l e g o s Canyon 391? 

A. A p p r o x i m a t e l y 233 f e e t . 

Q. What's t h e d i s t a n c e f r o m t h e t o p o f t h e 

cement p l u g f o r t h e t o p o f t h e c o a l ? 

A. 82 f e e t . 

Q. L e t ' s move now t o E x h i b i t s 3 and 4, and 

I t h i n k we p r o b a b l y o u g h t t o go f i r s t t o E x h i b i t 

No. 4 and I w o u l d have you f i r s t e x p l a i n what 

t h i s i s t o t h e Commission and t h e n p o i n t o u t t h e 

r e l e v a n t p o r t i o n s . 

A. I n Mr. Walsh's r e c o r d s , he had a 

c o m p l e t i o n d i a g r a m o r t h i s p r o g r a m p r e s e n t e d by 

t h e W e s t e r n Company f o r t h e 7 0 - q u a l i t y foam. I 

b e l i e v e t h i s was s p e c i f i c a l l y f o r t h e G a l l e g o s 

Canyon U n i t No. 390. We're assuming t h a t t h e 

same pumping s c h e d u l e w o u l d be used f o r 391. 
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These a r e f o r t h e p u r p o s e s o f show i n g 

t h e l e n g t h o f t h e f r a c t u r e away f r o m t h e 

w e l l b o r e , and what t h e h o p e d - f o r sand 

c o n c e n t r a t i o n w i l l be i n t h a t f r a c t u r e , o u t away 

f r o m t h e w e l l b o r e . 

I n t h e m i d d l e o f t h e t a b l e t h e r e a r e 

two columns, l o c a t i o n and f r a c t u r e , ( f e e t ) f r o m 

and t o . T h e y ' r e t r y i n g t o show, i f we s t a r t a t 

t h e b o t t o m , t h e r e ' s g o i n g t o be e i g h t pounds o f 

sand p e r g a l l o n f r o m t h e w e l l b o r e , o u t t o 109 

f e e t , s e v e n - p o u n d - p e r - g a l I o n sand c o u l d be f r o m 

109 o u t t o 186 f e e t . 

You can f o l l o w t h a t back up where t h e 

f l u i d w o u l d r e a c h 688 f e e t , and t h a t i s t h e pad 

and t h a t w o u l d p r o b a b l y be n o t h i n g b u t foam. 

Q. What does t h a t 6 8 8 - f e e t f i g u r e 

i n d i c a t e ? 

A. I t i s t h e p o t e n t i a l e x t e n t o f t h e f r a c 

o u t away f r o m t h e w e l l b o r e . 

Q. L e t ' s move now t o E x h i b i t 3. Would you 

r e v i e w t h a t . 

A. Mr. Walsh d i a g r a m e d t h e l o c a t i o n o f t h e 

Tycksen w e l l r e l a t i v e t o t h e G a l l e g o s Canyon No. 

391 s h o w i n g i t t o be a p p r o x i m a t e l y 121 f e e t f r o m 

w e l l b o r e t o w e l l b o r e . He has shown t h e r a d i u s o f 
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t h e 688 f e e t o f t h e p o t e n t i a l l e n g t h o f t h e foam 

o r t h e e x t e n t o f t h e f r a c . 

The 121 f e e t I m e n t i o n e d , i f we go back 

t o t h e sand c o n c e n t r a t i o n , s h o u l d i t b r e a k i n t o 

t h e T y c k s e n w e l l b o r e , t h e r e ' s a p o t e n t i a l , 

a c c o r d i n g t o t h i s f r a c s c h e d u l e , t h a t you c o u l d 

p u t seven-pound sand i n t o t h e w e l l b o r e o f t h e 

Ty c k s e n . 

I b e l i e v e i f you added up t h e 

c u m u l a t i v e f l u i d s , i f t h a t seven-pound sand 

s h o u l d r e a c h t h e w e l l b o r e , t h e r e w o u l d be q u i t e a 

b i t o f f l u i d t h a t a l s o p r e c e d e d i t , and sand. 

He has o u t l i n e d , d r a w i n g t o t h e 

s o u t h w e s t - n o r t h e a s t , an a p p a r e n t d i r e c t i o n o f 

f r a c t u r e s coming v e r y c l o s e t o t h e w e l l b o r e o f 

t h e T y c k s e n . 

Q. Mr. Simmons, you were p r e s e n t when Ms. 

T o r b e t t e s t i f i e d a b o u t t h e f a c e c l e a t s t r i k e i n 

t h e f o r m a t i o n , were you n o t ? 

A. Yes, s i r . 

Q. I n y o u r e x p e r i e n c e , can t h e o r i e n t a t i o n 

o f t h e s e f r a c t u r e s o f t h e s e f a c e c l e a t s be 

p l o t t e d w i t h t h e p r e c i s i o n shown on BHP's E x h i b i t 

11-C? 

A. I doub t i t . 
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Q. When i s i t t h a t y o u ' r e a c t u a l l y g o i n g 

t o know w h e t h e r o r n o t t h e Tycksen w e l l b o r e has 

i n f a c t been damaged? 

A. W e ' l l f l i p t h e c o i n . W e ' l l f r a c t h e 

w e l l , and i t w i l l e i t h e r go i n t h e r e or i t won't. 

Q. I s t h e r e any way you can c o n t r o l t h e 

d i r e c t i o n o f t h e s e f r a c t u r e s w i t h i n t h e 

f o r m a t i o n ? 

A. To my k n o w l e d g e , no. The f r a c t u r e w i l l 

seek t h e p a t h o f l e a s t r e s i s t a n c e . 

Q. What do E x h i b i t 3 and 4 t e l l you? 

A. T h e r e ' s a l i k e l i h o o d o r good 

p r o b a b i l i t y t h a t t h e c l o s e p r o x i m i t y o f t h e s e 

w e l l b o r e s and t h e c l o s e p r o x i m i t y t o t h e 

a n t i c i p a t e d a p p a r e n t d i r e c t i o n o f t h e f r a c t u r e , 

t h e r e ' s a good l i k e l i h o o d t h i s f r a c t u r e w o u l d g e t 

i n t o t h e w e l l b o r e o f t h e Tycksen and damage i t . 

Q. What s o r t o f damage a r e you t a l k i n g 

a b o u t ? 

A. The Tycksen w e l l has p r o d u c e d f o r q u i t e 

a few y e a r s . We c o u l d l o s e what r e s e r v e s i n t h e 

F r u i t l a n d Sand do e x i s t p r e s e n t l y . 

I f we go back t o d i a g r a m o r E x h i b i t 3, 

my most m a j o r c o n c e r n p e r h a p s i s n o t t h e damage 

t o t h e F r u i t l a n d Sand, b u t t h e r e ' s no cement i n 
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t h e T y c k s e n w e l l b o r e . There a r e a l o t o f w a t e r 

s t r i n g s t h e r e . S h o u l d t h a t f r a c t u r e g e t i n t o i t , 

t h e r e ' s a h i g h l i k e l i h o o d i t w o u l d t r a v e l up 

b e h i n d t h e s t r i n g s and c o u l d r e a c h s u r f a c e w a t e r s 

i n t h e a r e a . 

Q. Are t h e r e s u r f a c e w a t e r s i n t h e area? 

Do you know t h a t ? 

A. Yes, s i r , p e r s o n a l l y . 

Q. How do you know t h a t ? 

A. T h e r e ' s a home a p p r o x i m a t e l y 2- o r 300 

f e e t t o t h e s o u t h o f t h i s w e l l b o r e . I t ' s owned 

by a f r i e n d o f mine. I used t o p r a c t i c e s o f t b a l l 

o u t i n h i s f i e l d . He has f r e s h w a t e r coming up 

r i g h t a t t h e base o f t h e h i l l b e h i n d h i s home. 

Q. T h i s i s how c l o s e t o t h e s u b j e c t w e l l ? 

A. I t h i n k w i t h i n 500 f e e t . 

Q. I s t h i s w a t e r b e i n g used f o r d o m e s t i c 

p u r p o s e s ? 

A. They a r e i r r i g a t i n g w i t h i t , and t h e 

c a t t l e a r e d r i n k i n g t h e w a t e r . 

Q. What i s t h e c u r r e n t s t a t u s o f t h e 

Tyck s e n No. 1? 

A. I t i s c u r r e n t l y s h u t i n . 

Q. Has t h i s w e l l been an economic w e l l ? 

A. I t has i n d e e d . 
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Q. And on what do you base t h a t s t a t e m e n t ? 

A. They had a c o n t r a c t t h a t was p a y i n g $7 

per Mcf u n t i l 12/31/91. 

Q. What a r e t h e c u r r e n t p l a n s t h a t Mrs. 

Locke has f o r t h e w e l l ? 

A. A r e e v a l u a t i o n o f t h e p o s s i b i l i t y i n t o 

t h e P i c t u r e d C l i f f s f o r m a t i o n . My u n d e r s t a n d i n g 

t h e F r u i t l a n d Sand has n e v e r been 

f r a c t u r e - t r e a t e d w h i c h opens up a p o s s i b i l i t y 

t h e r e . And i f we're n o t f o r c e p o o l e d and she 

owns t h e r i g h t s t o t h e F r u i t l a n d C o a l , she c o u l d 

r e - e n t e r and make t h i s a c o a l c o m p l e t i o n . 

Q. And t h a t ' s a use t h a t , i n f a c t , c o u l d 

be made o f i t ? 

A. D e f i n i t e l y so. T h i s i s a v i a b l e , 

s e l l a b l e w e l l b o r e . 

Q. I s t h i s a v a l u a b l e p r o p e r t y a s s e t f o r 

c u r r e n t o r f u t u r e p r o d u c t i o n i n n a t u r a l gas? 

A. I b e 1 i eve so. 

Q. You s t a t e d t h a t Mrs. Locke seeks no 

r i s k p e n a l t y i f t h e Commission p o o l s t h e s e 

l a n d s . What a r e you b a s i n g t h a t r e c o m m e n d a t i o n 

on? 

A. T h e r e ' s a l w a y s a r i s k t o a c o m p l e t i o n . 

BHP a d m i t t e d t h a t 10 p e r c e n t on c o m p l e t i o n w o u l d 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2 2 

23 

24 

25 

248 

be a r i s k f a c t o r . Any t i m e you d r i l l a w e l l , i f 

y o u ' r e g o i n g t o d r i l l i t , you d o n ' t know what's 

down t h e r e , what y o u ' l l end up w i t h , o r t h e 

t r o u b l e t h a t i t t a k e s t o g e t t h e r e . However, 

we're t h e r e . A l l we have t o do i s c o m p l e t e t h e 

w e l l . I t h i n k t h e r e ' s v e r y l i t t l e r i s k . 

Q. You h e a r d BHP recommend a 1 5 0 - p e r c e n t 

p e n a l t y . Do you t h i n k t h a t ' s a p p r o p r i a t e i n t h i s 

case? 

A. T o t a l l y i n a c c u r a t e - - i n a p p r o p r i a t e . 

Q. I f a p e n a l t y i s imposed, what do you 

recommend? 

A. I w o u l d go a l o n g w i t h t h e i r 10 p e r c e n t 

f o r t h e c o m p l e t i o n . 

Q. L e t ' s go t o what has been marked as 

Locke E x h i b i t No. 5. C o u l d you i d e n t i f y t h i s 

p l e a s e ? 

A. E x h i b i t No. 5 i s a memorandum, 

i n - h o u s e , f r o m P a u l B e r t o g l i o t o Cole McGary o f 

BHP P e t r o l e u m . P r i o r t o t h e d r i l l i n g o f t h e 

G a l l e g o s Canyon F r u i t l a n d Coal f r o m PCs, Mr. 

B e r t o g l i o p u t t o g e t h e r an e x t e n s i v e e v a l u a t i o n , 

c o s t a n a l y s i s , f u t u r e cash r e s e r v e s , and 

j u s t i f i e d t h e d r i l l i n g p r o g r a m f o r management. 

I t was v e r y d e t a i l e d and a v e r y good j o b . 
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Q. B a s i c a l l y , what does t h i s r e p o r t t e l l 

us a b o u t t h e p i l o t p r o j e c t and t h e d e s o r p t i o n o f 

t h e f o r m a t i o n o f t h e c o r e s t h a t r e s u l t e d d u r i n g 

t h a t t i m e ? 

A. On page 2, one comment t h a t I t h o u g h t 

was v e r y i m p o r t a n t i s t h a t t h e r e s u l t s o f t h e 

p r o j e c t , s p e a k i n g o f t h e p i l o t p r o j e c t t o d a t e , 

have been e n c o u r a g i n g , e s p e c i a l l y f o r t h e w e l l s 

d r i l l e d i n t h e s t r i p a c r e a g e , and i t i s i n t h e 

n o r t h e r n a r e a o f t h e PA where t h e c o a l seam i s 

t h e t h i c k e s t . So he f e l t c o n f i d e n t a b o u t t h a t . 

Q. I s d e s o r p t i o n d i s c u s s e d on page 3? 

A. He speaks i n p a r a g r a p h two, "Three o f 

t h e f o u r F r u i t l a n d Coal Seam w e l l s c o m p l e t e d i n 

t h e p i l o t p r o j e c t t o d a t e have t e s t r a t e s and 

p r e s s u r e s s i m i l a r t o t h e b e s t w e l l s c o m p l e t e d i n 

t h e P i c t u r e d C l i f f s i n t h e PA. These w e l l s , t h e 

377, w h i c h i s an o f f s e t d i r e c t t o t h e 3 9 1 , t h e 

383 and 385 a r e a l l l o c a t e d a t t h e n o r t h end o f 

t h e u n i t where t h e m a j o r i t y o f t h e p r o p o s e d w e l l s 

a r e l o c a t e d and where t h e c o a l seam i s t h e 

t h i c k e s t . U l t i m a t e r e c o v e r i e s f o r t h e s e w e l l s 

w i l l e xceed 2 Bcf p e r w e l l i f , as a n t i c i p a t e d , 

t h e y p e r f o r m s i m i l a r t o t h e P i c t u r e d C l i f f s 

we l i s . " 
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And above t h a t , "Due t o t h e p r o d u c t i o n 

c h a r a c t e r i s t i c s , " i n t h e c e n t e r o f t h a t 

p a r a g r a p h , " o f i n c r e a s i n g i n i t i a l gas r a t e s a l o n g 

w i t h d e c l i n i n g w a t e r r a t e s , an e s t i m a t e d u l t i m a t e 

r e c o v e r y i s much g r e a t e r t h a n can be j u s t i f i e d by 

v o l u m e t r i c c a l c u l a t i o n . I t i s b e l i e v e d t h a t t h e 

F r u i t l a n d Coal Seam i s a l s o b e i n g p r o d u c e d i n t h e 

l a r g e p e r c e n t a g e o f t h e newer P i c t u r e d C l i f f s 

w e l l s . " 

I n g e n e r a l , and I'm s p e a k i n g down i n 

t h e r e s e r v e s e c t i o n , m i d d l e o f t h e p a r a g r a p h , 

s t a r t i n g a f t e r t h e word i n q u o t e s , s t r i p , " I n 

g e n e r a l , t h e a v a i l a b l e d e s o r p t i o n d a t a t o d a t e 

f r o m t h e c o r e s t a k e n i n t h e p i l o t c o a l 

d e v e l o p m e n t p r o j e c t s u p p o r t s t h e maximum case gas 

c o n t e n t v a l u e s f o r b o t h t h e s e s c e n a r i o s . " 

Q. I s t h e r i s k a s s o c i a t e d w i t h t h e 

d r i l l i n g o f t h e G a l l e g o s Canyon w e l l s 390 and 

39 1 , a l s o d i s c u s s e d i n t h i s r e p o r t o f Mr. 

B e r t o g l i o ? 

A. The r i s k t h a t P a u l , o r Mr. B e r t o g l i o , 

p l a c e d on t h i s p r o j e c t was 2 0 - p e r c e n t p r o b a b i l i t y 

o f a d r y h o l e . We a l w a y s p u t some r i s k o f a d r y 

h o l e i n e v e r y v e n t u r e t h a t we r i s k - a n a l y z e i n t h e 

cash f l o w a n a l y s i s . He, a f t e r w a r d s , used 
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8 0 - p e r c e n t p r o b a b l y o f a p r o d u c e r , b u t he r a t e d 

t h o s e on a d i s t r i b u t i o n c u r v e o f a minimum case 

p r o d u c e r , a most l i k e l y case p r o d u c e r , and a 

maximum case p r o d u c e r . Good e c o n o m i c s , as good 

e n g i n e e r i n g . 

He f e l t l i k e t h e r e was 8 0 - p e r c e n t 

chance i t was g o i n g t o be a p r o d u c e r . Of t h a t , 

t h e minimum w o u l d be a 200-a-day w e l l , i n c r e a s i n g 

o r i n c l i n i n g t o 300 Mcf a day w i t h i n a s i x - m o n t h 

p e r i o d . I t ' s a good w e l l f o r t h i s d e p t h , I 

t h i n k . 

Q. Based on t h i s i n f o r m a t i o n , do you have 

an o p i n i o n as t o w h e t h e r o r n o t t h i s i s a 

h i g h - r i s k v e n t u r e ? 

A. I t h i n k i t ' s n o t a h i g h - r i s k v e n t u r e . 

Q. Do you t h i n k i t w o u l d be c o n s i s t e n t , 

based on t h i s r e p o r t , t o a s s i g n a 1 0 - p e r c e n t r i s k 

p e n a l t y i f one has t o be a s s i g n e d a t a l l ? 

A. Yes, s i r . 

Q. When you p r e s e n t when Ms. T o r b e t 

p r e s e n t e d BHP E x h i b i t s 12, 12-A and 13, w h i c h 

were gas a n a l y s e s on F r u i t l a n d Sand and F r u i t l a n d 

c o a l w e l l s i n t h e i m m e d i a t e area? 

A. Yes, s i r . 

Q. Have you had a f t e r o p p o r t u n i t y t o 
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r e v i e w t h o s e ? 

A• Yes, s i r . 

Q. Do you need c o p i e s o f t h o s e ? 

A. I do n o t have c o p i e s . 

Q. You're f a m i l i a r w i t h t h e BTU f i g u r e s 

w h i c h a r e r e f l e c t e d on each o f t h e s e ? 

A. Yes, s i r . 

Q. Do t h e s e BTU f i g u r e s e n a b l e you t o 

d e f i n i t i v e l y s t a t e w h e t h e r o r n o t t h e r e has been 

c o m m i n g l i n g i n t h e s u b j e c t w e l l b o r e s o f F r u i t l a n d 

C o a l , F r u i t l a n d Sand and P i c t u r e d C l i f f s 

p r o d u c t i o n ? 

A. I d e f i n i t e l y c a n n o t . 

Q. What do you base t h a t on? 

A. Even i n t h e two examples, 12-A and 12, 

1131 and 1206, p e r c e n t a g e - w i s e i t ' s v e r y much 

d i f f e r e n t . Those a r e F r u i t l a n d Sands. T h a t ' s 

q u i t e a v a r i e t y t h e r e . 

I have p e r s o n a l knowledge o f i n c r e a s i n g 

i n my two w e l l s t h a t I ' v e o p e r a t e d f o r seven 

y e a r s . BTU s t a r t e d below a t h o u s a n d , and 

p r e s e n t l y i s 1034, so i t has i n c r e a s e d o v e r t i m e 

and has bounced a r o u n d d u r i n g t h e p e r i o d . 

T h e y ' r e sampled, I t h i n k , e v e r y s i x months, maybe 

e v e r y t h r e e months now, j u s t so we g e t p a i d 
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c o r r e c t l y f o r o ur BTU c o n s e n t . 

You c o u l d p u t a case o u t t h a t t h e 1131 

b e i n g l e s s t h a n t h e 1206, t h a t t h e gas f r o m t h e 

Tyck s e n i s b e i n g d i l u t e d by c o a l gas, w h i c h we 

m i g h t assume w o u l d s t a r t a r o u n d 1000. 

Q. From t h i s , a l o n e , t h o u g h , you ca n n o t 

t e l l w h e t h e r o r n o t t h e r e has been c o m m i n g l i n g o r 

s e g r e g a t i o n o f t h e zone? 

A. No, I c a n n o t . 

Q. You were h e r e a few moments ago when 

Commissioner C a r l s o n was d i s c u s s i n g t h e p r o j e c t 

j u s t i f i c a t i o n on t h e BHP AFE, were you n o t ? 

A. Yes, s i r . 

Q. You're aware t h a t based on t h e 

t e s t i m o n y o f Ms. T o r b e t , i t was based on p e r h a p s 

a h i g h e r gas p r i c e t h a n w h a t ' s u t i l i z e d t o d a y i n 

some e s c a l a t i n g gas p r o d u c t i o n r a t e s ? 

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

Q. Even i n v i e w o f t h o s e t h i n g s , l o o k i n g 

a t a p a y o u t o f 1.922 y e a r s , does t h i s , even i n 

v i e w o f t h o s e changes, w o u l d i t a f f e c t y o u r 

o p i n i o n as t o w h e t h e r o r n o t t h i s was a h i g h - r i s k 

v e n t u r e ? 

A. No, s i r . 

Q. I s t h i s a h i g h - r i s k v e n t u r e ? 
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A. No, s i r . 

Q. Were E x h i b i t s 1 t h r o u g h 5 e i t h e r 

p r e p a r e d by you o r c o m p i l e d under y o u r d i r e c t i o n 

o r s u p e r v i s i o n ? 

A. 1 t h r o u g h 5 were c o m p i l e d by Red Walsh, 

and I r e v i e w e d them f o r t h e a c c u r a c y o f h i s 

f i g u r e s . 

Q. Are you s a t i s f i e d t h a t t h e y a r e 

a c c u r a t e ? 

A. Yes, s i r . 

MR. CARR: At t h i s t i m e , Mr. Chairman, 

we w o u l d move t h e a d m i s s i o n o f Locke E x h i b i t s 1 

t h r o u g h 5. 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

E x h i b i t s 1 t h r o u g h 5 w i l l be a d m i t t e d i n t o t h e 

r e c o r d . 

MR. CARR: I pass t h e w i t n e s s . 

CHAIRMAN LEMAY: Thank y o u , Mr. C a r r . 

Mr. Bruce ? 

MR. BRUCE: Thank y o u , Mr. Chairman. 

EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Simmons, p l e a s e r e f e r t o Locke 

E x h i b i t 3. 

A. Would you g i v e me a copy, p l e a s e ? 
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E x h i b i t 3? 

Q. Yes. I t says on t h e r e , i t g i v e s an 

a p p a r e n t d i r e c t i o n o f f r a c t u r e s . What i s t h a t 

d e r i v e d from? 

A. T e s t i m o n y g i v e n i n t h e p r i o r h e a r i n g , I 

r e a d where t h e BHP e n g i n e e r s a i d i t was 

s o u t h w e s t - n o r t h e a s t . 

Q. T h e r e ' s no o t h e r b a s i s f o r i t ? 

A . No . 

Q. You h a v e n ' t c o n d u c t e d any t e s t s ? 

A. No. I'm n o t a g e o l o g i s t . I'm aware o f 

GR I 1 s o p i n i o n s . I ' v e r e a d some i n f o r m a t i o n i n 

o t h e r g e o l o g i c a l books. I d o n ' t know t h a t I 

c o u l d d e f i n e o r d e p i c t t h e p r o p e r o r i e n t a t i o n o f 

t h e f r a c i n t h i s a r e a o r i n any a r e a i n t h e 

B a s i n . R e l a t i v e , p e r h a p s , b u t d e f i n e , no. 

Q. So Red Walsh d i d n ' t have any knowledge 

o f o r i e n t a t i o n e i t h e r , d i d he? 

A. I b e l i e v e Red t o o k t h i s f r o m t e s t i m o n y 

t h a t he h e a r d , p r e p a r e d t h i s , and a s k e d — I d o n ' t 

know who he asked. 

Q. But t h a t ' s n o t r e a l l y 

n o r t h e a s t - s o u t h w e s t ? T h a t ' s r e a l l y m o r e - - t h a t 

l i n e goes f r o m s o u t h - s o u t h w e s t t o 

n o r t h - n o r t h e a s t , d o e s n ' t i t ? 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2 

1 3 

14 

15 

1 6 

17 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

256 

A. F a i r l y r e l a t i v e , i s n ' t i t ? 

Q. And you have no b a s i s t o c h a l l e n g e t h e 

GRI s t u d y , do you? 

A. I have no b a s i s t o agr e e w i t h i t . 

Q. Or t o c h a l l e n g e i t ? 

A. No, s i r . 

Q. How l o n g has i t been s i n c e t h e Tycksen 

w e l l p r o d u c e d ? 

A. To my k n o w l e d g e , t h e end o f 9 1 . 

Q. How many months d u r i n g 1991 d i d i t 

p r o d u c e ? 

A. I do n o t know. 

Q. I s i t c u r r e n t l y r e c e i v i n g t h a t $7 per 

Mcf o f gas? 

A. To my knowledge I b e l i e v e n o t . 

Q. Has p r o d u c t i o n f r o m t h e Tycksen No. 1 

w e l l been a f f e c t e d by t h e 391 w e l l ? 

A. The 391 has n o t been c o m p l e t e d , no, 

s i r . I t has n o t been a f f e c t e d , and I c o u l d n ' t 

t e l l you i f i t had been. 

Q. You agr e e i t i s p r o d u c i n g f r o m t h e 

F r u i t l a n d Sand? 

A. I a g r e e t h a t i t p r o b a b l y i s p r o d u c i n g 

f r o m t h e F r u i t l a n d Sand. However, t h e r e i s a 

l i k e l i h o o d t h a t t h e F r u i t l a n d Coal i s p r o d u c i n g 
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w i t h i t . 

Q. What i s t h a t l i k e l i h o o d based on? 

A. The l i k e l i h o o d t h a t t h e c o a l w o u l d g i v e 

up t h e gas and t h e cement p l u g , p o s s i b l y 39 y e a r s 

o l d , d e t e r i o r a t e d . We d o n ' t know t h e v a l i d i t y o f 

t h a t c o a l - - o r t h a t p l u g r i g h t how. J u s t a hunch 

p e r h a p s . 

Q. And t h e two gas a n a l y s e s on t h e two 

F r u i t l a n d Sand w e l l s d o n ' t sway y o u r o p i n i o n ? 

A. No, s i r . I ' v e o p e r a t e d and d r i l l e d 

s e v e r a l F r u i t l a n d Coal w e l l s t h r o u g h o u t t h e 

B a s i n . I o p e r a t e f o u r w e l l s now t h a t have BTUs 

ov e r 12 65. 

Q. Now, you t a l k e d a b o u t t h e w e l l b o r e and 

t h e p o t e n t i a l o f damage. Do you t h i n k t h a t 

c o m p l e t i o n o f t h e 391 w e l l w i l l damage t h e 

Tyck s e n w e l l ? 

A. What I am r e a l l y c o n c e r n e d a b o u t i n 

t h a t T y c k s e n w e l l b o r e , i f you g e t a f r a c i n t o i t 

f r o m t h e 391 and h i t t h o s e s u r f a c e w a t e r sands, 

y o u ' r e i n t r o u b l e . 

Q. You say i f . There c o u l d be a z e r o 

p e r c e n t chance o f t h a t ? 

A. A b s o l u t e l y . We agr e e w i t h y o u r 

e n g i n e e r t h a t we have t o f r a c i t and f i n d o u t . 
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Q. On t h e o t h e r hand, a t t h e same t i m e 

y o u ' r e s a y i n g , "Hey, t h i s i s a v i a b l e w e l l b o r e 

and you ou g h t t o be u s i n g i t t o d r i l l down t o t h e 

P i c t u r e d C l i f f s o r t h e F r u i t l a n d Coal"? 

A. T h a t ' s c o r r e c t . 

Q. T h a t ' s k i n d o f c o n t r a d i c t o r y - -

A. No, i t i s n ' t . 

Q. — f o r such a poor w e l l b o r e ? 

A. No, i t i s n ' t You have s e v e n - i n c h p i p e 

h a n g i n g i n t h e w e l l b o r e . P l e n t y o f room t o 

r e - e n t e r t h a t and p u t 4-1/2, and cement back t o 

s u r f a c e , making i t a b e t t e r w e l l b o r e . 

Q. Now, when you say f r a c t u r i n g i n t h e 

F r u i t l a n d C o a l , what a b o u t f r a c t u r i n g a w e l l i n 

t h e F r u i t l a n d Sand? Would t h a t harm t h e Tycksen 

w e l l ? 

A. I f t h e r e were a w e l l a b o u t 121 f e e t 

away f r o m t h e Tyc k s e n w e l l b o r e and we f r a c ' d i t 

i n t h e F r u i t l a n d Sand, w o u l d i t h u r t t h e 

w e l l b o r e ? I s t h a t what y o u ' r e a s k i n g ? 

Q. Yes. 

A. Are you an e n g i n e e r ? You t h i n k t h a t 

c o u l d happen? 

Q. I'm a s k i n g y o u . 

A. I t h i n k i t c o u l d damage i t , y e s . Now, 
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121 f e e t , t h e S t a t e i s n o t g o i n g t o l e t us d r i l l 

w e l l s 121 f e e t a p a r t and c o m p l e t e them i n t h e 

same zone, a r e t h e y . 

Q. What i f i t ' s 300 f e e t o r 500 f e e t ? 

A. I ' l l t e l l you what. I ' v e d r i l l e d and 

c o m p l e t e d a w e l l a t 7000 f e e t , 660 f e e t away f r o m 

a n o t h e r w e l l , and t h e o f f s e t o p e r a t o r f r a c ' d t h e 

w e l l and k i l l e d my w e l l . I made 200 b a r r e l s a 

day f l o w i n g , and i t went t o z e r o . Yes, you can 

damage i t w i t h an o f f s e t f r a c . 

Q. Mr. Simmons, a r e you aware t h a t BHP GCU 

No. 340 w e l l was c o m p l e t e d i n t h e F r u i t l a n d Sand 

i n , l o o k s l i k e , t h e s o u t h w e s t q u a r t e r o f t h e 

n o r t h w e s t q u a r t e r o f S e c t i o n 24, i m m e d i a t e l y t o 

t h e e a s t o f t h e Tycksen w e l l ? 

A. No, s i r . 

Q. Mr. Simmons, I ' v e handed you BHP 

E x h i b i t 15. Would you i d e n t i f y what t h a t a p p e a r s 

t o be? 

A. W e l l R e c o m p l e t i o n R e p o r t and Log, f o r 

t h e S t a t e o f New Mexico O i l C o n s e r v a t i o n 

D i v i s i o n . S u b j e c t : BHP P e t r o l e u m ( A m e r i c a s ) 

G a l l e g o s Canyon U n i t No. 340. They c a l l i t t h e 

N o r t h P i n o n F r u i t l a n d Sand i n San Juan County. 

I t g i v e s t h e e l e v a t i o n , g i v e s t h e 
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l o c a t i o n and t h e d a t e , and a l l t h e p e r t i n e n t 

i n f o r m a t i o n as t o t h e d r i l l i n g and c o m p l e t i o n , 

c a s i n g and s t i m u l a t i o n o f t h e w e l l . I t a l s o 

i n d i c a t e s t h e t e s t i n f o r m a t i o n a t t h e b o t t o m . 

Q. And t h i s w e l l i s j u s t t o t h e e a s t a few 

h u n d r e d f e e t o f t h e Tyc k s e n w e l l , i s n ' t i t ? 

A. I d o n ' t know t h a t . 

Q. W e l l , t h e Tycksen w e l l i s i n t h e 

n o r t h e a s t q u a r t e r o f S e c t i o n 23, i s n ' t i t ? 

A. Yes, s i r . 

Q. And t h i s c o m p l e t i o n r e p o r t i n d i c a t e s 

t h a t t h i s w e l l i s i n t h e n o r t h w e s t q u a r t e r o f 

Sect i o n 24? 

A. Yes, s i r . 

Q. 29/13? 

A. Yes, s i r . 

Q. That w o u l d be i m m e d i a t e l y t o t h e e a s t , 

w o u l d n ' t i t ? 

A. W e l l , you know, i n g e n e r a l d i r e c t i o n 

i t ' s i m m e d i a t e . T h e r e ' s q u i t e a few f e e t between 

t h e w e l l b o r e s . 

Q. Was t h i s w e l l , how was i t c o m p l e t e d ? 

A. I t a p p e a r s t o have been s t i m u l a t e d by 

7 0 - q u a l i t y foam w i t h 33,500 pounds o f 12/20 sand 

and 145,000 c u b i c f e e t o f n i t r o g e n a t 20 b a r r e l s 
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p e r m i n u t e . 

Q. Have you n o t e d i n y o u r s t u d y o f t h e 

Tycksen w e l l any a d v e r s e e f f e c t on t h e Tycksen 

w e l l f r o m t h e f r a c t u r i n g and s t i m u l a t i o n o f t h i s 

G a l l e g o s Canyon U n i t No. 340 w e l l ? 

A. I d o n ' t have a c a l c u l a t o r . How f a r 

a p a r t a r e t h e y . 

Q. W e l l , I w o u l d say t h e y ' r e a b o u t — w h a t 

i s i t , 990 p l u s 475? 

A. 1300, 1400 f e e t ? 

Q. 1465. Have you n o t i c e d a n y t h i n g ? 

A. I w o u l d n ' t e x p e c t any n e g a t i v e r e s u l t s 

a t t h a t d i s t a n c e , no. 

Q. But you j u s t s a i d you have n o t i c e d i n 

o t h e r w e l l s an a d v e r s e e f f e c t up t o 7000 f e e t ? 

A. I d r i l l e d a w e l l t h a t was o v e r 7000 

f e e t deep. You u n d e r s t a n d t h a t ? The w e l l b o r e 

t h a t was o f f s e t t i n g us was 660 f e e t away. Not i n 

t h e F r u i t l a n d Sand, n o t i n t h e F r u i t l a n d C o a l , i t 

was i n t h e G a l l u p . 

The f r a c t u r e f r o m t h a t w e l l 660 f e e t 

away e n t e r e d o u r w e l l b o r e . 

Q. Okay. 

A. Now, what i s t h e p o i n t y o u ' r e making? 

T h i s i s 1400 f e e t a p a r t and I'm 660 f e e t a p a r t . 
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The G a l l u p i s a h i g h l y f r a c t u r e d f o r m a t i o n . I'm 

j u s t t e l l i n g y o u , t h e y can g e t between w e l l b o r e s 

and 1400 f e e t i s a l o t f a r t h e r t h a n 121 f e e t . 

Q. You're s a y i n g t h a t i t ' s c o n c e i v a b l e 

t h a t f r a c t u r e s m i g h t e x t e n d beyond 700 f e e t ? 

A. I t d i d i n t h a t one case, and We s t e r n 

Company i s s a y i n g t h a t t h i s p a r t i c u l a r d e s i g n 

c o u l d go o u t t o 688 f e e t . 

Q. C o u l d go f u r t h e r ? 

A. T h a t ' s v e r y p o s s i b l e . 

Q. But you h a v e n ' t seen any e f f e c t f r o m 

t h e c o m p l e t i o n o f t h i s w e l l on t h e Tycksen w e l l ? 

A. No, s i r , I h a v e n ' t . 

Q. Now, l o o k i n g down a t t h e c a l c u l a t e d 

24-hour f l o w r a t e , what i s t h a t ? 

A. 550 Mcf. 

Q. Were you s i t t i n g h e r e l i s t e n i n g when 

Mr. R e i n h a r d t t e s t i f i e d ? 

A. Yes, s i r , a l l day. 

Q. D i d you hear him t e s t i f y t h a t t h e BLM 

d e t e r m i n e d t h a t t h i s w e l l was n o n c o m m e r c i a l f o r 

u n i t p u r p o s e s ? 

A. No, s i r , I d o n ' t know t h a t he 

s p e c i f i c a l l y s t a t e d t h a t o r I d i d n o t pay 

a t t e n t i o n t o t h a t f a c t . 
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Q. Mr. Simmons, what b a s i s do you have f o r 

s a y i n g t h a t foam w i l l damage t h e w a t e r a q u i f e r ? 

A. I am more c o n c e r n e d a t what w i l l come 

l a t e r . I f we do communicate t o t h e Tycksen 

w e l l b o r e and c r e a t e a f r a c t u r e and we p r o p i t 

open as t h e d e s i g n says we p o s s i b l y c o u l d , i f we 

a r e a l l i n c o r r e c t o r one o f us i s c o r r e c t and t h e 

o t h e r one i s i n c o r r e c t a b o u t t h e d i r e c t i o n o f t h e 

f r a c t u r e p a t t e r n and i t g e t s t h e r e , e v e n t u a l l y 

we're g o i n g t o g e t gas i n t h e w e l l b o r e . I f t h e 

w e l l b o r e i s s h u t i n , i t ' s g o i n g t o go up b e h i n d 

t h e c a s i n g . I t ' s j u s t what I w o u l d assume. The 

p r e s s u r e f r o m t h a t F r u i t l a n d Coal w i l l g e t i n 

b e h i n d t h o s e s u r f a c e s t r i n g s t h a t a r e n o t 

cemented, and g e t i n t o t h e s u r f a c e w a t e r . 

Q. You a l s o t e s t i f i e d a b o u t Mr. 

B e r t o g l i o ' s e c o n o m i c s . These a r e p r e - d r i l l i n g 

e c o n o m i c s , a r e n ' t t h e y ? 

A. Yes, s i r . 

Q. So you m i g h t r i s k t h i n g s d i f f e r e n t l y 

t h a n Ms. T o r b e t m i g h t ? 

A. Yes. I b e l i e v e he based h i s r i s k on a 

p i l o t p r o g r a m . 

Q. One f i n a l q u e s t i o n . I f L o c k e - T a y l o r 

D r i l l i n g Company i s c o n c e r n e d a b o u t t h e a q u i f e r , 
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w o u l d n ' t i t be b e s t f o r t h e Tycksen w e l l t o be 

p l u g g e d ? 

A. The OCD has n o t r e q u e s t e d t h a t t o me. 

Haven't had any p r o b l e m s t h u s f a r , as you can 

t e l l . 

Q. No p r o b l e m s ? 

A. You m i g h t c r e a t e a b i g g e r p r o b l e m . 

MR. BRUCE: T h a t ' s a l l I have, Mr. 

Chairman. 

CHAIRMAN LEMAY: Mr. C a r r . 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. To be s u r e I u n d e r s t a n d y o u r l a s t 

p o i n t , Mr. Simmons, t o d a t e t h e r e i s no 

e n v i r o n m e n t a l p r o b l e m y o u ' r e aware o f r e l a t e d t o 

t h e o p e r a t i o n o f t h e Tycksen w e l l ? 

A. That I'm aware o f , t h e r e ' s no 

e n v i r o n m e n t a l p r o b l e m p r e s e n t i n t h e a r e a due t o 

t h e c o n d i t i o n o f t h e Tyc k s e n w e l l b o r e . 

Q. Mr. Bruce asked you a t some l e n g t h 

a b o u t t h e BHP G a l l e g o s Canyon U n i t No. 340, t h a t 

o f f s e t s t h e Tycksen w e l l t o t h e e a s t ? 

A. Yes, s i r . 

Q. And p o i n t e d o u t you've a p p a r e n t l y n o t 

seen any p r o b l e m i n t h e Tyc k s e n w e l l because o f 
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t h e c o m p l e t i o n i n t h i s w e l l ? 

A. T h a t ' s c o r r e c t . 

Q. J u s t because t h e r e i s n o t a p r o b l e m 

between two w e l l s 1465 a p a r t , does i t have any 

b e a r i n g on w h e t h e r or n o t y o u ' l l have p o t e n t i a l 

p r o b l e m s when a w e l l i s c o m p l e t e d , o r o t h e r w e l l s 

a r e c o m p l e t e d i n c l o s e p r o x i m i t y t o one a n o t h e r ? 

A. L o g i c a l l y , I t h i n k you have a h i g h e r 

p r o b a b i l i t y o f a p r o b l e m o c c u r r i n g , t h e c l o s e r 

you g e t t o g e t h e r . 

Q. T h i s m o r n i n g , Mr. R e i n h a r d t t e s t i f i e d 

t h a t t h e BLM u l t i m a t e l y d e c l a r e d t h a t a f t e r t h i s 

w e l l ' s p r o d u c i n g r a t e d e c l i n e d , i t was d e c l a r e d 

noneconomic f o r u n i t p u r p o s e s . You h e a r d Mr. 

Bruce r a i s e t h a t p o i n t w i t h you? 

A. Yes, s i r . 

Q. A r e n ' t economic f a c t o r s and what makes 

an economic w e l l , d ependent upon t h e economics o f 

t h e i n d i v i d u a l owner o r o p e r a t o r ? 

A. A b s o l u t e l y . 

Q. I s n ' t t h e p r i c e you can s e l l y o u r gas 

f o r one o f t h e e l e m e n t s and f a c t o r s i n t o t h a t ? 

A. A b s o l u t e l y . 

Q. The F r u i t l a n d Coal w e l l s t h a t a r e now 

coming i n a t 300, w h i c h i s 250 below t h i s w e l l , 
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t h e y ' r e p r o b a b l y g o i n g t o be u n e c o n o m i c a l t o o , 

i s n ' t t h a t r i g h t ? 

A. I t c o u l d be. 

MR. CARR: T h a t ' s a l l I have. 

MR. BRUCE: I w o u l d move t h e a d m i s s i o n 

o f E x h i b i t 15. 

CHAIRMAN LEMAY: W i t h o u t o b j e c t i o n , 

E x h i b i t 15 w i l l be a d m i t t e d i n t o t h e r e c o r d . 

Commissioner C a r l s o n ? 

EXAMINATION 

BY COMMISSIONER CARLSON: 

Q. I u n d e r s t a n d t h e s t a t u s o f t h e Tycksen 

w e l l , i t i s now s h u t i n . 

A. Yes, s i r . 

Q. I s i t c a p a b l e o f p r o d u c i n g gas? Why i s 

i t s h u t i n ? 

A. T h e i r c o n t r a c t was a b a t e d o r ended a t 

12/31/91. They d o n ' t have t h e c o n t r a c t 

p r e s e n t l y . 

Q. But i t s t i l l can p r o d u c e gas now 

w i t h o u t b e i n g w o rked o v e r ? 

A. Yes, s i r . To my k n o w l e d g e , i t can. 

Q. How much gas i s t h a t w e l l c a p a b l e o f 

pr o d u c i n g ? 

A. I d o n ' t know. I see i n t e s t i m o n y i t 
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was making 10, 15 Mcf p e r day l a s t p r o d u c t i o n . I 

don 1 t know. 

Q. When you l o o k e d a t t h e r i s k a n a l y s i s , I 

b e l i e v e you were l o o k i n g a t BHP E x h i b i t No. 1 1 , 

you a g r e e d t h a t t h e r e was a p o t e n t i a l 

1 O - p e r c e n t - c o m p l e t i o n r i s k , i s t h a t c o r r e c t ? 

A. I a g r e e d t o t h a t , s i r . There i s a l w a y s 

a r i s k on any c o m p l e t i o n . 

Q. But you d o n ' t recommend any r i s k f a c t o r 

f o r a n y t h i n g e l s e i n v o l v e d w i t h t h e d r i l l i n g ? 

A. No, s i r , I d o n ' t . The w e l l i s 

d r i l l e d . We have a w e l l b o r e , we have i t 

cemented, and h e r e we a r e t r y i n g t o d e c i d e 

w h e t h e r t h e r e i s a r i s k i n v o l v e d t o d r i l l i n g t h e 

w e l l . There a r e no r i s k s t o d r i l l i n g t h e w e l l . 

T here r e m a i n s a r i s k t o t h e c o m p l e t i o n o f t h e 

we 11 . 

Q. What y o u ' r e s a y i n g , t h e n , i s t h i s 

Commission, e v e r y t i m e t h e r e ' s a f o r c e d p o o l i n g 

case where t h e w e l l has a l r e a d y been d r i l l e d , 

t h e y s h o u l d a s s i g n no r i s k w h a t s o e v e r t o w a r d 

d r i l l i n g t h a t w e l l i f i t ' s s u c c e s s f u l ? 

A. No, I'm n o t s a y i n g t h a t . I'm s a y i n g 

t h a t i f I am g o i n g t o d r i l l a w e l l w h i c h you have 

a chance t o p a r t i c i p a t e i n , and I do n o t come t o 
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you p e r s o n a l l y and ask you i f you want t o 

p a r t i c i p a t e , i n a t i m e l y f a s h i o n , and I t a k e t h e 

r i s k upon m y s e l f t o d r i l l and c o m p l e t e t h e w e l l , 

I w o u l d l o v e t o come t o y o u , e s p e c i a l l y i f I ' v e 

g o t a c o a l seam or any k i n d o f zone t h e r e t h a t 

l o o k s l i k e i t c o u l d be a good w e l l , and c h a r g e 

you an e x t r a 156 p e r c e n t . T h a t ' s good 

e c o n o m i c s . 

Now, i f I asked you ahead o f t i m e i f 

you w a n t e d t o p a r t i c i p a t e i n t h a t w e l l and you 

d u l y d e c l i n e d , i n a t i m e l y f a s h i o n , b e f o r e we 

d r i l l i t , t h e n p e r h a p s you s h o u l d pay t h e 156 

p e r c e n t o r 200 p e r c e n t . I have h e l d o u t o f some, 

and I'm p a y i n g a 3 0 0 - p e r c e n t c l a u s e , p e r s o n a l l y . 

CHAIRMAN LEMAY: I have a c o u p l e o f 

q u e s t i o n s h e r e , Mr. Simmons. 

EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. D i d you make any e v a l u a t i o n o f t h e 

v a l u e o f t h a t T y cksen w e l l , e i t h e r f o r i t s 

m e c h a n i c a l v a l u e o r t h e r e m a i n i n g gas r e s e r v e s 

d i s c o u n t e d ? 

A. The Tycksen w e l l b o r e i n t h e F r u i t l a n d 

Sand, o r t h e - -

Q. The w e l l t o d a y , w o u l d i t have a market 
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v a l u e ? 

A. I d i d n o t do a cash f l o w m a r k e t 

a n a l y s i s o f t h e T ycksen F r u i t l a n d Sand, s i r . I 

d i d n o t . 

Q. Do you have any e s t i m a t e as t o i t s 

v a l u e t o d a y i n t h e f r e e m a r k e t ? 

A. I w o u l d h a t e t o o f f e r an o p i n i o n . 

Q. Your E x h i b i t No. 4, t h e W e s t e r n Company 

f r a c , does t h a t assume t h a t t h a t d i s t a n c e i s 

h o r i z o n t a l o r h o r i z o n t a 1 - v e r t i c a l , or a 

c o m b i n a t i o n o f b o t h ? 

A. I t h i n k a l l f r a c t u r e s , t h e d i s t a n c e 

away f r o m t h e w e l l b o r e i s c o n t r o l l e d by t h e 

h e i g h t o f t h e f r a c t u r e . They may be making an 

a s s u m p t i o n t h a t i t ' s g o i n g t o s t a y i n t h e c o a l 

c o m p l e t e l y ; i . e . , i t ' s g o i n g t o s t o p a t t h e t o p 

o f t h e c o a l o r s t o p a t t h e b o t t o m o f t h e c o a l . 

Does t h a t happen? P r o b a b l y n o t . I t p r o b a b l y 

c o u l d g e t i n i f t h e r e ' s a sand above i t o r t h e 

P i c t u r e d C l i f f s b e low. T h e r e ' s been a l o t o f 

a s s u m p t i o n s made as t o where a f r a c has gone. 

We a n a l y z e f r a c t u r e s by t h e s h u t - i n 

p r e s s u r e s and t h e f r a c t u r e g r a d i a n t , and t h e 

f r a c t u r e g r a d i a n t s t y p i c a l l y v a r y a c r o s s t h e 

B a s i n i n t h e F r u i t l a n d C o a l , as t h e y do i n t h e 
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s a n d s t o n e s , D a k o t a , G a l l u p , Mesaverde. An 

a s s u m p t i o n i s made based on t h e s e f r a c t u r e 

g r a d i a n t s shown t o c a l c u l a t e a s h u t - i n i f i t 

s t a y e d i n t h e c o a l . And sometimes t h e y c a l c u l a t e 

i t much l o w e r and we a n t i c i p a t e t h e y p r o b a b l y 

went i n t o t h e F r u i t l a n d o r i n t h e P i c t u r e d 

C l i f f s . 

Q. When We s t e r n p u t o u t t h a t t a b l e , a r e 

t h e y a ssuming i t ' s a h o r i z o n t a l d i s t a n c e c o n f i n e d 

t o t h e f r a c t u r e ? 

A. I be 1 i e v e so. 

Q. You m e n t i o n e d y o u ' r e f a m i l i a r w i t h t h e 

s u r f a c e a r e a t o some e x t e n t , I guess; you have a 

f r i e n d t h a t has a house t h e r e , and so f o r t h . 

L o o k i n g a t E x h i b i t No. 1, a r e you f a m i l i a r , 

anywhere on t h e s u r f a c e h e r e , o f c u r r e n t l y any 

gas c o n t a m i n a t i o n o f f r e s h w a t e r s u p p l i e s ? 

A. No, s i r . 

Q. You're f a m i l i a r , a r e y ou, t h a t we have 

had, i n t h e San Juan B a s i n , some cases o f gas 

c o n t a m i n a t i o n o f f r e s h w a t e r s u p p l i e s ? 

A. Yes, s i r , I am. 

Q. B o t h f r o m o l d w e l l b o r e s , deeper gas and 

f r o m t h e F r u i t l a n d b ecoming, b a s i c a l l y , a gas 

t r a n s p o r t a t i o n t r a n s f o r m a t i o n now and 
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i n t e r s e c t i n g l i n e ? 

A. I ' v e h e a r d two d i f f e r e n t o p i n i o n s . 

When t h e c l a i m i s o f a new w e l l b o r e b e i n g 

p r o d u c e d and p r o p e r l y cemented t o t h e s u r f a c e , i f 

I do t h a t I'm g o i n g t o c l a i m t h a t I'm n o t 

c o n t a m i n a t i n g t h e s u r f a c e w a t e r s ; so a c o n t e n t i o n 

t o some o f t h e s e c l o s e l y r e l a t e d w e l l b o r e s t h a t , 

i n t h e p a s t , were n o t cemented a c r o s s t h e 

F r u i t l a n d . 

You d r i l l a Dakota w e l l , s e t an 

i n t e r m e d i a t e 7 - i n c h s t r i n g and t a c k i t w i t h 150 

sac k s o f cement, a l o t o f t i m e s l e f t t h e 

F r u i t l a n d Coal open. I ' v e h e a r d a t h e o r y t h a t 

p r o d u c t i o n f r o m t h e w e l l cemented F r u i t l a n d Coal 

c r e a t e s t h i s d e s o r b i n g a c t i o n w h i c h r e l e a s e s gas 

i n t h e o l d w e l l b o r e , t h a t comes up b e h i n d t h e 

w e l l b o r e . I d i s c u s s e d t h i s w i t h E r n i e Busch a t 

t h e A z t e c OCD. I t ' s a good t h e o r y , I guess. I 

d o n ' t know w h e t h e r you c o u l d p r o v e i t o r n o t , b u t 

t h e r e ' s a p r o b l e m . 

Q. There have been c e r t a i n a r e a s , and I 

was c u r i o u s w h e t h e r you were f a m i l i a r w i t h any 

p r o b l e m i n t h i s p a r t i c u l a r a rea? 

A. No, n o t h i n g t h a t has come a b o u t . There 

was a l o t o f p r o b l e m s i n t h e Cedar H i l l a r e a . 
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I ' v e d r i l l e d q u i t e a few w e l l s up n o r t h o f t h a t , 

e a s t , and a r o u n d t h a t a r e a f o r MacKenzie Methane 

and o t h e r i n d e p e n d e n t o p e r a t o r s , and we're v e r y 

doggone c a r e f u l as t o how we cement t h o s e w e l l s . 

And eve i f we do cement them f u l l 

s t r i n g , we g e t honeycomb i n t h e cement, and I ' v e 

had t o go back and squeeze t h e b r a i d e n h e a d 

because you c i r c u l a t e cement w i t h a w i t n e s s t h e r e 

w a t c h i n g i t f r o m t h e BLM, and y e t t h r e e months 

l a t e r I g o t 150 pounds on t h e b r a i d e n h e a d . 

Where does i t come from? I t came up 

t h r o u g h t h e cement. How do we c u t i t o u t ? 

T h a t ' s y e t t o be d e t e r m i n e d . I t ' s a p r o b l e m . 

Any cemented w e l l , i f t h e r e ' s any gas l i b e r a t e d 

f r o m t h e zone as t h e cement p a s s e s , i t ' s p o s s i b l e 

i t w i l l honeycomb i t . I ' v e seen t h a t q u i t e a 

b i t . We've changed cement t e c h n i q u e s and 

q u a l i t i e s o f cement and t y p e s o f cement up i n t h e 

Cedar H i l l and t h e bonded a r e a , t o t r y and 

e l i m i n a t e t h i s honeycombing e f f e c t . 

CHAIRMAN LEMAY: T h a t ' s a l l t h e 

q u e s t i o n s I have. 

A d d i t i o n a l q u e s t i o n s o f t h e w i t n e s s ? 

I f n o t , he may be ex c u s e d . 

A d d i t i o n a l w i t n e s s e s ? Are we 
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f i n i s h e d ? G r e a t . D i d you want t o sum up 

b r i e f l y ? 

( D i s c u s s i o n o f f t h e r e c o r d . ) 

CHAIRMAN LEMAY: A l l r i g h t , Mr. T u l l y . 

MR. TULLY: I w o u l d l i k e t o t h a n k t h e 

Commission. I t ' s been a l o n g day. We r e a l l y 

a p p r e c i a t e t h e o p p o r t u n i t y t o f i n a l l y have a f u l l 

h e a r i n g on t h e m a t t e r . 

A l s o , as you have g a t h e r e d up, we have 

numerous i s s u e s t h a t need t o be r e s o l v e d , l e g a l 

i s s u e s . I t h i n k you p r o b a b l y e s p e c i a l l y n o t i c e d 

i t when I a s k e d , a t l e a s t f i v e d i f f e r e n t t i m e s , 

answers t o q u e s t i o n s p e r t a i n i n g t o t h e commitment 

o r t h e n o t commitment and t h e t r e s p a s s i s s u e s 

where Mr. Bruce o b j e c t e d because I was a s k i n g f o r 

a l e g a l c o n c l u s i o n . 

As you r e c a l l , when we f i r s t s t a r t e d 

t o d a y ' s h e a r i n g , we made a M o t i o n t o C o n t i n u e 

because we knew t h e r e w o u l d have t o be l e g a l 

d e t e r m i n a t i o n s made. 

At t h i s t i m e , I w o u l d be g l a d t o 

o u t l i n e what we t h i n k t h e l e g a l i s s u e s a r e . I f 

you t h i n k you've p r e t t y w e l l i d e n t i f i e d them, I 

won't spend t i m e d o i n g t h a t . I ' v e g o t i t i n 

summary f o r m , j u s t w h a t e v e r t h e p l e a s u r e o f t h e 
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Commission i s . 

CHAIRMAN LEMAY: I t h i n k what I ' l l ask 

f o r i s d r a f t o r d e r s f r o m b o t h c o u n s e l , anyway, 

and c e r t a i n l y f e e l f r e e t o summarize i n t h o s e 

recommended d r a f t o r d e r s . 

MR. TULLY: T h a t ' s f i n e . Why d o n ' t we 

do t h a t . W e ' l l j u s t s u b m i t w r i t t e n c l o s i n g 

a r g u m e n t s . But I w o u l d l i k e t o p o i n t t o t h e 

a t t e n t i o n o f t h e Commission s t a t u t e s NMSA 72-12. 

And i n p a r t i c u l a r I ' l l t a l k a b o u t t h e damage t o 

t h e T y c k s e n w e l l f i r s t , and t h e n c o n c l u d e w i t h 

t h e t r e s p a s s o r commitment i s s u e . 

P l e a s e n o t e t h a t i n 7 2 - 1 2 ( B ) ( 2 ) t h a t 

t h e New Mexico O i l C o n s e r v a t i o n D i v i s i o n , w h i c h 

i s a c r f e a t u r e o f s t a t u t e , has c e r t a i n d u t i e s and 

r e s p o n s i b i l i t i e s t h a t i t must comply w i t h . 

Number two i s , i t must p r e v e n t — a n d I'm g o i n g t o 

summarize t h i s t o b r i n g i t s p e c i f i c a l l y i n t o 

t h e s e s i t u a t i o n s , t o p r e v e n t n a t u r a l gas or w a t e r 

f r o m e s c a p i n g f r o m s t r a t a i n w h i c h i t i s f o u n d 

i n t o o t h e r s t r a t a . 

You've h e a r d e x p e r t w i t n e s s t e s t i m o n y , 

even t h o u g h i t may be c o n t r a d i c t o r y , b u t we do 

have t h a t q u e s t i o n h e r e . We a l s o have i n number 

4, "To p r e v e n t t h e d r o w n i n g by w a t e r o f any 
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s t r a t u m o r p a r t t h e r e o f c a p a b l e o f p r o d u c i n g gas 

and i n p a y i n g q u a n t i t i e s , and t o p r e v e n t t h e 

p r e m a t u r e and i r r e g u l a r e ncroachment o f w a t e r and 

any o t h e r k i n d o f w a t e r encroachment w h i c h 

r e d u c e s o r i n t e n d s t o r e d u c e t h e u l t i m a t e 

r e c o v e r y o f gas f r o m any p o o l . 

And t h e n , number 7, "To r e q u i r e w e l l s 

t o be d r i l l e d , o p e r a t e d and p r o d u c e d i n such 

manner as t o p r e v e n t i n j u r y t o n e i g h b o r i n g l e a s e s 

or p r o p e r t i e s . Now, you can see how a l l o f t h o s e 

f i t i n t o t h e s i t u a t i o n p e r t a i n i n g t o t h e 

c o m p l e t i o n o f t h e 391 w e l l and t h e Tycksen w e l l . 

Now, h e r e ' s , I guess, t h e most 

i m p o r t a n t t h i n g t h a t I want t o b r i n g o u t t o you. 

And you can t e l l t h a t t h i s t i t l e i s s u e , o r t h i s 

t r e s p a s s i s s u e , i s v e r y i m p o r t a n t , a l s o . But 

number 8 o f t h i s same s t a t u t e s p e c i f i e s t h e 

s p e c i f i c d u t i e s o f t h i s Commission, t o i d e n t i f y 

t h e o w n e r s h i p o f o i l o r gas p r o d u c i n g l e a s e s , 

p r o p e r t i e s , w e l l s , t a n k s , e t c e t e r a , e t c e t e r a . 

N o t i c e i t says " t o i d e n t i f y t h e 

o w n e r s h i p . " We're h e r e t o d a y , and we have 

d i f f e r e n t i d e a s i n s o f a r as t h e r i g h t t o d r i l l . 

We a l s o have d i f f e r e n t i d e a s as t o t h e o w n e r s h i p 

o f t h e r i g h t t o d r i l l and who can d r i l l on 
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t h e s e . And so based upon t h e s e p a r t i c u l a r and 

s p e c i f i c powers t h a t a r e g i v e n by s t a t u t e t o t h e 

O i l C o n s e r v a t i o n D i v i s i o n and t o t h e Commission, 

a t t h i s t i m e we w o u l d l i k e t o a g a i n move t o 

c o n t i n u i n g t h e s e h e a r i n g s u n t i l a f t e r t h e r e i s a 

d e t e r m i n a t i o n made o f t h e l e g a l i s s u e s p e r t a i n i n g 

t o t h e commitment o r noncommitment, and a l s o a 

d e t e r m i n a t i o n as t o t h e i s s u e s p e r t a i n i n g t o t h e 

damage t o t h e Tycksen w e l l . 

Thank you. And we w i l l s u b m i t o ur 

a p p r o p r i a t e c l o s i n g s t a t e m e n t . 

CHAIRMAN LEMAY: Thank you v e r y much, 

Mr. T u l l y . Mr. Bruce? 

MR. BRUCE: F i r s t I ' l l a d d r e s s one o f 

Mr. T u l l y 1 s p o i n t s . I t says " I d e n t i f y t h e 

o w n e r s h i p , " however, you go t o t h e f o r c e p o o l i n g 

s t a t u t e , S e c t i o n 1 7 ( C ) , and i t t a l k s a b o u t f o r c e 

p o o l i n g . "Where such owner o r owners have n o t 

a g r e e d t o p o o l t h e i r i n t e r e s t o r where one such 

s e p a r a t e owner has d r i l l e d o r p r o p o s e s t o d r i l l a 

w e l l , " t h a t ' s t h e b a s i s o f t h e f o r c e p o o l i n g 

s t a t u t e , t o g e t h e r w i t h t h e g o o d - f a i t h e f f o r t t o 

g e t t h e p a r t y t o j o i n . 

O b v i o u s l y , t h e Commission o r t h e 

D i v i s i o n must, i n t h e f i r s t p l a c e , d e t e r m i n e i f 
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t h e a p p l i c a n t has t h e r i g h t t o d r i l l . T h a t ' s why 

we t h i n k i t ' s p r o p e r f o r t h e Commission, f o r t h e 

D i v i s i o n i n an a p p r o p r i a t e case, t o make t h a t 

d e t e r m i n a t i o n . We t h i n k we've s u p p l i e d enough 

i n f o r m a t i o n t o t h e Commission t o show t h a t BHP 

has t h e r i g h t t o d r i l l because t h e t r a c t i s 

c o m m i t t e d t o t h e u n i t . 

Mr. T u l l y ' s own E x h i b i t Q even s t a t e s 

t h a t T r a c t 102 i s c o m m i t t e d t o t h e u n i t , and 

under A r t i c l e 7 o f t h e U n i t Agreement, BHP t h e n 

has t h e r i g h t t o d r i l l . 

One t h i n g I r e a l l y wanted t o r e f e r t o , 

Mr. T u l l y went on and on ab o u t A r t i c l e 24 o f t h e 

U n i t Agreement. One o f t h e p r o v i s i o n s he was 

t a l k i n g a b o u t , t a l k e d a b o u t j o i n d e r o f n o n w o r k i n g 

i n t e r e s t owners, and one o f t h e s p e c i f i c comments 

i s , " A f t e r f i n a l a p p r o v a l o f t h i s a g r e e m e n t , 

j o i n d e r by a n o n c o n s e n t i n g i n t e r e s t owner, must 

be c o n s e n t e d t o i n w r i t i n g by t h e w o r k i n g 

i n t e r e s t owner c o m m i t t e d h e r e t o . " 

O b v i o u s l y , by e x p r e s s t e r m s o f t h e U n i t 

Agreement, a w o r k i n g i n t e r e s t owner, a l o n e , can 

commit h i s i n t e r e s t w i t h o u t t h e j o i n d e r o f t h e 

r o y a l t y i n t e r e s t . 

We've gone on a t l e n g t h and we can 
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s u b m i t o ur c l o s i n g a r g u m e n t s , as Mr. T u l l y s a i d , 

b u t I t h i n k t h e e x h i b i t s make i t c l e a r t h a t 

a l t h o u g h t h e r e was some q u e s t i o n back i n 1952, 

t h e r e i s no l o n g e r any q u e s t i o n t h a t BHP i s t h e 

s u b - o p e r a t o r o f T r a c t 102 because t h e w o r k i n g 

i n t e r e s t i s c o m m i t t e d t o t h e u n i t . 

The second i s s u e I w o u l d l i k e t o 

a d d r e s s i s good f a i t h . O b v i o u s l y , under S e c t i o n 

18 o f t h e s t a t u t e s , BHP i s r e q u i r e d t o make a 

g o o d - f a i t h e f f o r t t o g e t Mrs. Locke's i n t e r e s t s 

c o m m i t t e d t o t h e w e l l . S t a r t i n g i n O c t o b e r o f 

1990 and c o n c l u d i n g a b o u t seven months l a t e r , i n 

May o f 1991, BHP a t t e m p t e d t o p u r c h a s e Mrs. 

Locke's i n t e r e s t s . They o f f e r e d h e r t h e h i g h e s t 

p r i c e t h e y p a i d t o anybody i n t h e f i e l d , h i g h e r 

t h a n any p r i c e t h e y p a i d . 

I t ' s t r u e , BHP d i d n ' t o f f e r a f a r m o u t ; 

however, a f a r m o u t o f f e r i s n ' t r e q u i r e d by t h e 

s t a t u t e , i t j u s t r e q u i r e s a g o o d - f a i t h o f f e r . 

Mrs. Locke h e r s e l f n e v e r r e q u e s t e d a f a r m o u t , 

n e v e r asked t o j o i n i n t h e w e l l d u r i n g t h a t 

seven-month p e r i o d . What BHP d i d o f f e r was a 

package w o r t h a p p r o x i m a t e l y what Mrs. Locke's own 

e n g i n e e r s e v a l u a t e t h e p r o s p e c t a t , and I d i d n ' t 

hear any t e s t i m o n y t o d a y t h a t Mrs. Locke has 
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r e c e i v e d a b e t t e r o f f e r i n t h e i n t e r i m . I n f a c t , 

BHP w o u l d be g l a d i f she j o i n e d i n t h e w e l l . 

They w o u l d p r o b a b l y p r e f e r t h a t now t o t h e 

p u r c h a s e o f f e r t h e y made some t i m e ago, a l t h o u g h 

she's n e v e r been e x p r e s s e d t h a t i n t e r e s t . 

Now, most o f t h e t e s t i m o n y t o d a y has 

been d i r e c t e d a t t h e 391 w e l l . Once a g a i n , I 

w o u l d l i k e t o p o i n t o u t t h a t t h e 390 w e l l , t h e 

one t h e s o u t h w e s t q u a r t e r , t h e r e i s no d i s p u t e 

t h a t BHP had t h e r i g h t t o d r i l l t h a t w e l l . I t ' s 

on i t s l e a s e o r on a l e a s e i t has under f a r m o u t 

f r o m Amoco, i t had t h e r i g h t t o o r i e n t t h e u n i t 

as a s t a n d - u p u n i t . There was no e v i l i n t e n t i n 

t h e way i t o r i e n t e d t h e u n i t s , i t j u s t d i d 

s t a n d - u p i n t h a t p a r t o f t h e f i e l d . 

We u r g e t h e Commission t o a p p r o v e t h e 

s t a n d - u p u n i t and d e s i g n a t e BHP as o p e r a t o r o f 

t h a t w e l l . Once a g a i n , we p o i n t o u t t h a t Mrs. 

Locke's c o r r e l a t i v e r i g h t s w i l l be p r o t e c t e d 

because she w i l l r e c e i v e h e r p r o - r a t a s h a r e o f 

p r o t e c t i o n , w h i c h i s mandated by t h e f o r c e 

p o o l i n g s t a t u t e . 

A l t h o u g h i t r e a l l y d i d n ' t come o u t 

t o d a y , as Mr. S t o v a l l r e m a r k e d once on t h e 

r e c o r d , t h e r e a r e n ' t c o m p e t i n g f o r c e p o o l i n g 
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a p p l i c a t i o n s h e r e , b u t some comments were made 

a b o u t who s h o u l d o p e r a t e t h e w e l l . I n t h e p r i o r 

h e a r i n g , i n w h i c h t h e r e c o r d was i n c o r p o r a t e d , , 

BHP t e s t i f i e d i t o p e r a t e s 180 w e l l s i n t h e a r e a , 

L o c k e - T a y l o r D r i l l i n g Company o p e r a t e s one or two 

w e l l s . Because t h e s e a r e G a l l e g o s Canyon U n i t 

w e l l s and because o f i t s b i g g e r o r b e t t e r 

e x p e r i e n c e i n t h e f i e l d , we t h i n k BHP s h o u l d be 

d e s i g n a t e d as o p e r a t o r . 

F i n a l l y , Mr. Chairman, r e g a r d i n g 

a l l e g e d damage t o t h e Ty c k s e n w e l l , BHP's w i t n e s s 

t e s t i f i e d t h a t t h e r e w o u l d be no damage t o t h e 

Tyc k s e n w e l l . I t w o u l d r e q u i r e an i n c r e d i b l e 

s t r i n g o f e v e n t s . F i r s t , t h e f r a c t u r e w o u l d have 

t o r e a c h t h e w e l l , i t w o u l d have t o be o r i e n t e d 

i n t h a t d i r e c t i o n , t h e p l u g w o u l d have t o 

f r a c t u r e , t h e f r a c t u r e w o u l d have t o go o f f t h e 

p l u g , e t c e t e r a , e t c e t e r a , e t c e t e r a . We d o n ' t 

t h i n k t h a t ' s l i k e l y . 

I f , by some w i l d s t r e t c h o f t h e 

i m a g i n a t i o n i t happens, we w o u l d n o t e t h a t i f t h e 

w e l l i s damaged, o f c o u r s e Mrs. Locke has h e r 

remedy i n c o u r t . We're n o t h e r e t o a d d r e s s t h a t 

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

We a l s o f i n d i t i n t e r e s t i n g t h a t a y e a r 
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ago, i f you w o u l d r e f e r , l a t e r on, t o E x h i b i t 5, 

BHP r e c e i v e d a demand f r o m Mr. T u l l y , on b e h a l f 

o f Mrs. Lo c k e , w h i c h made a number o f demands, 

one o f w h i c h was t o go ahead and c o m p l e t e t h e 391 

w e l l . Now t h e y ' r e s a y i n g , no, no, no, no, no, 

d o n ' t c o m p l e t e i t . 

F r a n k l y , we q u e s t i o n why t h e y wanted t o 

c o m p l e t e i t t h e n b u t now t h e y say i t m i g h t be 

damaged. They say i t m i g h t be damaged b u t , 

n o n e t h e l e s s , i t ' s s t i l l a good w e l l b o r e and i t 

s h o u l d be used t o d r i l l down t o t h e P i c t u r e d 

C l i f f s . They have c o n f l i c t i n g r e a s o n s f o r 

demanding t h a t t h e 391 w e l l n o t be c o m p l e t e d . We 

d o n ' t t h i n k t h o s e r e a s o n s have any b a s i s i n f a c t , 

and we w o u l d u r g e t h e Commission t o a p p r o v e b o t h 

o f t h e s e a p p l i c a t i o n s . 

CHAIRMAN LEMAY: Thank y o u , Mr. Br u c e . 

Anyone who wan t s t o make a s t a t e m e n t o r 

p r e s e n t a d d i t i o n a l i n f o r m a t i o n i n t h i s case? 

Okay. W e ' l l l e a v e t h e r e c o r d open f o r 10 days 

f o r a d d i t i o n a l i n f o r m a t i o n , and w e ' l l t a k e t h i s 

case under a d v i s e m e n t . Thank you v e r y much. 

(And t h e p r o c e e d i n g s c o n c l u d e d . ) 
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CHAIRMAN LeMAY: I want to c a l l the 

next c a s e , but b e f o r e we do, I ' d l i k e the 

a t t o r n e y s f o r those two c a s e s to come up and 

d i s c u s s a l i t t l e b i t the time frame we're 

o p e r a t i n g under. 

(A d i s c u s s i o n was h e l d o f f the r e c o r d . ) 

CHAIRMAN LeMAY: We'll now c a l l c a s e s 

No. 10345 and 10346. 

MR. STOVALL: I don't have my docket 

w i t h me. Both c a s e s a r e the a p p l i c a t i o n of BHP 

Petroleum Americas, I n c . , f o r compulsory p o o l i n g 

i n San Juan County, New Mexico. 

Mr. Chairman, t h e s e a r e companion 

c a s e s . They i n v o l v e f o r c e d p o o l i n g s i n p r o r a t i o n 

u n i t s , which a r e i n the same s e c t i o n on 320 

a c r e s , and t h e r e f o r e i t ' s n e c e s s a r y , I b e l i e v e , 

to c o n s o l i d a t e and hear t h e s e c a s e s t o g e t h e r . 

I n o f f - t h e - r e c o r d d i s c u s s i o n , c o u n s e l 

f o r the p a r t i e s have e x p l a i n e d to the Commission 

t h a t they a n t i c i p a t e t h a t by lawyer s t a n d a r d 

time, t h e s e c a s e s would take a c o n s e r v a t i v e 

t h r e e - a n d - a - h a l f hours, which t r a n s l a t e s 

g e n e r a l l y anywhere up to t w i c e t h a t . 

P a r t i e s have agreed t h a t they would get 

a b e t t e r h e a r i n g i f t h i s c a s e i s c o n t i n u e d to the 
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March 1 2 t h Commission h e a r i n g and t h a t t h e 

Commission has a g r e e d t o s e t i t as t h e f i r s t case 

on t h e d o c k e t t o commence a t 9:00 i n t h e m o r n i n g 

o f t h e 1 2 t h . 

I n o r d e r t o e x p e d i t e , p a r t i c u l a r l y 

s i n c e t h e r e a r e l e g a l i s s u e s i n v o l v e d i n t h e 

case , s u b s t a n t i a l l e g a l i s s u e s , we have r e q u e s t e d 

t h e p a r t i e s p r o v i d e and t h e y have a g r e e d t o 

p r o v i d e one week f r o m t o m o r r o w , t h a t w o u l d be I 

guess t h e 8 t h -- 6 t h , F r i d a y t h e 6 t h , a b r i e f o f 

t h e l e g a l i s s u e s i n v o l v e d i n t h e cas e , a summary 

of t h e D i v i s i o n Examiner case f r o m w h i c h t h i s 

case i s b e i n g h e a r d de novo, a summary o f t h e 

p r o p o s e d t e s t i m o n y i n t h e upcoming case and t h e i r 

p r e s e n t a t i o n f o r t h e f o l l o w i n g week, and c o p i e s 

o f t h e e x h i b i t s w h i c h t h e y p r o p o s e t o p r e s e n t . 

And t h o s e documents w i l l a l l , o f c o u r s e , be 

exchanged w i t h each o t h e r and p r o v i d e d t o 

Commission c o u n s e l . 

W i t h t h a t i n mind, we b e l i e v e t h a t we 

can t h e n hear t h i s case more c l e a r l y and p e r h a p s 

more c o n c i s e l y by h a v i n g t h e s e i s s u e s c l e a r l y 

o u t l i n e d . And I c o u l d be p r e p a r e d a t t h a t t i m e 

t o b e t t e r a d v i s e t h e Commission on some o f t h e 

l e g a l i s s u e s w i t h w h i c h t h e y won't be f a m i l i a r . 
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I b e l i e v e t h a t summarizes t h e 

o f f - t h e - r e c o r d d i s c u s s i o n . 

CHAIRMAN LeMAY: C a l l f o r a p p e a r a n c e s , 

I t h i n k , and f i n d o u t on t h e r e c o r d who t h e 

p a r t i e s a r e . 

MR. BRUCE: Mr. Examiner, J i m B r u c e , 

f r o m t h e H i n k l e law f i r m , r e p r e s e n t i n g t h e 

a p p l i c a n t , BHP P e t r o l e u m . 

MR. TULLY: Mr. Chairman, members o f 

t h e Commission, I'm R i c h a r d T u l l y f r o m 

F a r m i n g t o n , New Me x i c o . I w i l l be c o c o u n s e l w i t h 

W i l l i a m F. C a r r f r o m Santa Fe r e p r e s e n t i n g 

L o c k e - T a y l o r d o i n g b u s i n e s s as L o c k e - T a y l o r 

D r i l l i n g Company. 

CHAIRMAN LeMAY: A d d i t i o n a l a p p e a r a n c e s 

i n t h e case? 

Was Mr. S t o v a l l 1 s summary o f t h e 

o f f - t h e - r e c o r d d i s c u s s i o n s , was t h a t y o u r 

u n d e r s t a n d i n g o f what we're g o i n g t o do i n a 

c o u p l e weeks, o r i s t h e r e a n y t h i n g you wanted t o 

add? 

MR. BRUCE: Yes, Mr. Chairman, e x c e p t I 

w o u l d l i k e an exchange o f each p a r t y ' s e x h i b i t s 

t o d a y . S i n c e we're g o i n g t o have t o b r i e f t h o s e , 

I w o u l d l i k e t h e e x h i b i t s t h a t we p l a n t o use t o 

RODRIGUEZ-VESTAL REPORTING 
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be exchanged t o d a y . 

CHAIRMAN LeMAY: Mr. T u l l y and Mr. 

C a r r , any o b j e c t i o n s t o t h a t ? 

MR. TULLY: No o b j e c t i o n s . And j u s t 

one f u r t h e r s t a t e m e n t o f c l a r i f i c a t i o n , and t h a t 

i s , even t h o u g h we a r e h a v i n g t h e exchange o f 

t h e s e e x h i b i t s and t h a t t y p e o f t h i n g , t h e 

p a r t i e s r e c o g n i z e we a r e n o t f o r e c l o s e d i f 

a d d i t i o n a l e x h i b i t s s h o u l d be exchanged between 

t h e p a r t i e s o r d i s c o v e r e d , we w o u l d n o t be 

f o r e c l o s e d f r o m h a v i n g t h o s e p o t e n t i a l e x h i b i t s 

a l s o be used a t t h e h e a r i n g . 

CHAIRMAN LeMAY: F i n e . 

A n y t h i n g e l s e c o n c e r n i n g t h e summary, 

Mr. S t o v a l l , t o p u t f o r t h ? 

MR. STOVALL: Only w i t h r e s p e c t t o Mr. 

T u l l y 1 s s t a t e m e n t t h a t i f t h e y d e c i d e t h e y need 

a d d i t i o n a l e x h i b i t s , I t h i n k t h e p a r t i e s s h o u l d 

p r o v i d e each o t h e r and t h e Commission w i t h t h o s e , 

so t h i s i s p r e t t y much an open case p r i o r t o t h e 

h e a r i n g , so i t ' s c o n s i s t e n t t h r o u g h o u t . 

I s t h a t a g r e e a b l e t o c o u n s e l ? 

MR. BRUCE: T h a t ' s f i n e w i t h me. 

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

CHAIRMAN LeMAY: F i n e . Are we p r e t t y 

RODRIGUEZ-VESTAL REPORTING 
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w e l l i n agreement? 

COMMISSIONER WEISS: Amen. 

CHAIRMAN LeMAY: Amen. S e p a r a t i o n of 

chur c h and s t a t e . 

T h i s c a s e w i l l be c o n t i n u e d to 9:00 on 

Thursday, March 12th. Thank you, gentlemen. 

(The p r o c e e d i n g s were concluded.) 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) s s . 

COUNTY OF SANTA FE ) 

I , Debbie V e s t a l , C e r t i f i e d Shorthand 

R e p o r t e r and Notary P u b l i c , HEREBY CERTIFY t h a t 

the f o r e g o i n g t r a n s c r i p t of p r o c e e d i n g s b e f o r e 

the O i l C o n s e r v a t i o n Commission was r e p o r t e d by 

me; t h a t I caused my no t e s to be t r a n s c r i b e d 

under my p e r s o n a l s u p e r v i s i o n ; and t h a t the 

f o r e g o i n g i s a t r u e and a c c u r a t e r e c o r d of the 

p r o c e e d i n g s . 

I FURTHER CERTIFY t h a t I am not a 

r e l a t i v e or employee of any of the p a r t i e s or 

a t t o r n e y s i n v o l v e d i n t h i s matter and t h a t I have 

no p e r s o n a l i n t e r e s t i n the f i n a l d i s p o s i t i o n of 

t h i s m a t t e r. 

WITNESS MY HAND AND SEAL March 11, 

1992 . 

DEBBIE VESTAL, RPR 
NEW MEXICO CSR NO. 3 
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CHAIRMAN LeMAY: Case No. 10377. 

MR. STOVALL: I n t h e m a t t e r o f t h e 

h e a r i n g c a l l e d by t h e O i l C o n s e r v a t i o n Commission 

f o r t h e p u r p o s e o f c o n s i d e r i n g gas a l l o w a b l e s f o r 

t h e p r o r a t e d gas p o o l s i n New Mexico f o r O c t o b e r 

1991, t h r o u g h March 92. Opened s o l e l y f o r t h e 

p u r p o s e o f h e a r i n g t h e a p p l i c a t i o n f o r r e h e a r i n g 

f i l e d by H a l l w o o d P e t r o l e u m r e g a r d i n g t h e 

a l l o w a b l e e s t a b l i s h e d f o r t h e C a t c l a w Draw Morrow 

P o o l i n Eddy County, New M e x i c o . 

CHAIRMAN LeMAY: L e t ' s back up i n case 

t h e r e i s anyone h e r e on Case 10345 and 10346. I 

have a n o t e t o have t h o s e c o n t i n u e d . So i f we 

c o u l d j u s t i n s e r t t h o s e cases b e f o r e we g e t t o 

10377. 

Case 10345. 

MR. STOVALL: A p p l i c a t i o n o f BHP 

P e t r o l e u m A m e r i c a s , I n c . , f o r c o m p u l s o r y p o o l i n g , 

San Juan C o u n t y , New M e x i c o . 

CHAIRMAN LeMAY: And case 10346. 

MR. STOVALL: A l s o t h e a p p l i c a t i o n o f 

BHP P e t r o l e u m A m e r i c a s , I n c . , f o r c o m p u l s o r y 

p o o l i n g , San Juan County, New Me x i c o . 

CHAIRMAN LeMAY: I have a n o t e h e r e 

t h a t t h e s e cases were t o be c o n t i n u e d t o 
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J a n u a r y . I s t h a t t h e w i s h e s --

MR. CARR: May i t p l e a s e t h e 

Commission, my name i s W i l l i a m F. C a r r . I'm an 

a t t o r n e y f o r L o u i s e Locke. We f i l e d t h e 

a p p l i c a t i o n f o r h e a r i n g de novo, and we w o u l d 

r e q u e s t t h e cases be c o n t i n u e d t o d a y . 

CHAIRMAN LeMAY: I s t h e r e any o b j e c t i o n 

t o t h o s e cases b e i n g c o n t i n u e d t o J a n u a r y ? I f 

n o t , t h e cases 10345 and 10346 w i l l be c o n t i n u e d 

t o t h e J a n u a r y 16 h e a r i n g . 

(And t h e p r o c e e d i n g s were c o n c l u d e d . ) 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) s s . 

COUNTY OF SANTA FE ) 

I , Debbie V e s t a l , C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t 

t h e f o r e g o i n g t r a n s c r i p t o f p r o c e e d i n g s b e f o r e 

t h e O i l C o n s e r v a t i o n Commission was r e p o r t e d by 

me; t h a t I caused my n o t e s t o be t r a n s c r i b e d 

u n der my p e r s o n a l s u p e r v i s i o n ; and t h a t t h e 

f o r e g o i n g i s a t r u e and a c c u r a t e r e c o r d o f t h e 

p r o c e e d i n g s . 

I FURTHER CERTIFY t h a t I am n o t a 

r e l a t i v e o r employee o f any o f t h e p a r t i e s o r 

a t t o r n e y s i n v o l v e d i n t h i s m a t t e r and t h a t I have 

no p e r s o n a l i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f 

t h i s mat t e r . 

WITNESS MY HAND AND SEAL NOVEMBER 17, 

1991. 
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