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EXAMINER MORROW: At t h i s t i m e w e ' l l 

c a l l Case 10998, w h i c h i s t h e a p p l i c a t i o n o f 

H a l l w o o d P e t r o l e u m , I n c o r p o r a t e d , f o r an 

u n o r t h o d o x o i l w e l l l o c a t i o n and n o n s t a n d a r d o i l 

p r o r a t i o n u n i t i n Lea County, New Mex i c o . 

C a l l f o r a p p e a r a n c e s . 

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n o f t h e Santa Fe law f i r m o f K e l l a h i n & 

K e l l a h i n , a p p e a r i n g t o d a y on b e h a l f o f t h e 

A p p l i c a n t , and I have two w i t n e s s e s t o be sworn. 

EXAMINER MORROW: P l e a s e s t a n d . 

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

MR. KELLAHIN: Mr. Examiner, a t t h i s 

t i m e I ' l l c a l l Mr. K e v i n O ' C o n n e l l . Mr. 

O'Connell i s a p e t r o l e u m e n g i n e e r . 

Mr. Exa m i n e r , Mr. O ' C o n n e l l , on b e h a l f 

o f h i s company, has t a k e n a w e l l t h a t was 

o r i g i n a l l y d r i l l e d by BELCO, back i n 1974. The 

w e l l was d r i l l e d a t an a p p r o v e d l o c a t i o n by t h e 

O i l C o n s e r v a t i o n Commission a t an u n o r t h o d o x 

Morrow l o c a t i o n . 

S u b s e q u e n t l y , Mr. O ^ o n n e l l has t a k e n 

o v e r t h i s w e l l and has now r e c o m p l e t e d i t as a 

Delaware o i l w e l l . The o r i g i n a l o r d e r a p p r o v i n g 

t h i s l o c a t i o n was i s s u e d on J a n u a r y 15, 1974, and 

CUMBRE COURT REPORTING 
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i t ' s Order R-4699. Here's a copy o f t h a t o r d e r . 

I f y o u ' l l l o o k a t t h e a p p r o v e d 

l o c a t i o n , y o u ' l l f i n d t h a t i t ' s a p p r o x i m a t e l y 10 

f e e t o f f a q u a r t e r / q u a r t e r s e c t i o n l i n e and, 

because o f i t s c l o s e p r o x i m i t y t o t h e a d j o i n i n g 

4 0 - a c r e t r a c t , H a l l w o o d had a dilemma on what 

a c r e a g e t o a s s i g n and what t o do w i t h t h e w e l l . 

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

i n t h e s o u t h e a s t / s o u t h e a s t , and y e t i t i s v e r y 

c l o s e t o t h e s o u t h w e s t / s o u t h e a s t . And, a f t e r 

v a r i o u s c o n s u l t a t i o n s w i t h Mr. S t o g n e r and 

o t h e r s , we've come t o b e l i e v e t h a t t h e b e s t way 

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

gas w e l l r e c o m p l e t e d now as an o i l w e l l , i s t o 

c o n s o l i d a t e t h e i n t e r e s t owners i n an 8 0 - a c r e 

n o n s t a n d a r d p r o r a t i o n u n i t f o r o i l p r o d u c t i o n . 

I t w i l l a l l o w us t o a v o i d t h e d r i l l i n g 

o f a second w e l l , b u t l e t us s h a r e p r o d u c t i o n 

f r o m t h i s w e l l w i t h t h e a d j o i n i n g owners and, 

because o f t h e c l o s e p r o x i m i t y t o each o f t h e 

t r a c t s , we've a t t e m p t e d t o c o n s o l i d a t e . 

Ms. Wood i s h e r e t o t e s t i f y . She's t h e 

l a n d manager f o r h e r company and, i n t h a t 

c a p a c i t y , has had her employees o b t a i n a l l t h e 

i d e n t i f i c a t i o n s and a d d r e s s e s o f t h e p a r t i e s t h a t 
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w o u l d s h a r e i n p r o d u c t i o n . They have been i n 

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

p a r t i e s . We b e l i e v e t h e r e i s unanimous agreement 

w i t h a l l i n t e r e s t owners t o have t h e p r o d u c t i o n 

s h a r e d i n t h i s f a s h i o n . 

I n a d d i t i o n , we have n o t i f i e d t h e 

o f f s e t t i n g o p e r a t o r s o f our r e q u e s t , and she's 

h e r e t o t e s t i f y as t o who t h o s e p a r t i e s a r e , and 

t h e r e i s no o b j e c t i o n f r o m any p a r t y t o 

a c c o m p l i s h t h i s . So t h a t ' s where we're headed. 

KEVIN O'CONNELL 

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. KELLAHIN: 

Q . Mr. O ' C o n n e l l , f o r t h e r e c o r d , c o u l d 

you p l e a s e s t a t e y o u r name and o c c u p a t i o n ? 

A. My name i s K e v i n O ' C o n n e l l , and I'm t h e 

d r i l l i n g and p r o d u c t i o n manager f o r H a l l w o o d ' s 

Rocky M o u n t a i n M i d c o n t i n e n t D i s t r i c t . 

Q. On p a s t o c c a s i o n s have you 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 w e l l as t h e Commission, 

and q u a l i f i e d 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 , 

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

manager as w e l l as t h e p e t r o l e u m e n g i n e e r ? 
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A. Yes, s i r . 

MR. KELLAHIN: We t e n d e r Mr. O'Connell 

as an e x p e r t w i t n e s s . 

EXAMINER MORROW: We a c c e p t Mr. 

0 ' C o n n e l 1 . 

Q. L e t me have you t a k e w h at's been marked 

as E x h i b i t No. 1. D e s c r i b e f o r us what i t i s 

you've shown on t h a t d i s p l a y . 

A. E x h i b i t 1 was an a t t a c h m e n t t o our 

c o m m u n i t i z a t i o n agreement. I t ' s a p l a t o f t h e 

s o u t h e a s t q u a r t e r o f S e c t i o n 30, Township 20 

So u t h , Range 33 E a s t , i n Lea County, New Me x i c o . 

I t shows t h e f o u r 4 0 - a c r e p a r c e l s i n 

t h e s o u t h e a s t q u a r t e r , as w e l l as t h e l o c a t i o n o f 

t h e Bass F e d e r a l No. 2, w h i c h i s l o c a t e d , as Mr. 

K e l l a h i n m e n t i o n e d , i n t h e s o u t h e a s t / s o u t h e a s t . 

And I ' v e a l s o i l l u s t r a t e d t h e 

n o n s t a n d a r d 8 0 - a c r e p r o r a t i o n and s p a c i n g u n i t 

t h a t we're recommending f o r t h i s w e l l , w h i c h i s 

t h e s o u t h e a s t / s o u t h e a s t q u a r t e r and t h e 

s o u t h w e s t / s o u t h e a s t . 

Q. I n a d d i t i o n t o E x h i b i t 1, Mr. 

O' C o n n e l l , have you p r e p a r e d a t a b u l a t i o n or a 

c h r o n o l o g y shown on E x h i b i t 2, o f s i g n i f i c a n t 

e v e n t s c o n c e r n i n g t h e Bass F e d e r a l No. 2? 

CUMBRE COURT REPORTING 
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A. Yes, s i r , I have. 

Q. Take us t h r o u g h a summary o f t h e w e l l ' s 

h i s t o r y . 

A. T h i s w e l l was d r i l l e d i n 1974. I t 

o r i g i n a l l y , as Mr. K e l l a h i n m e n t i o n e d , r e q u i r e d a 

l o c a t i o n e x c e p t i o n , p r i m a r i l y due t o some p o t a s h 

l e a s e s i n t h e a r e a , and t h e w e l l was t h e second 

gas w e l l on t h i s l e a s e . 

There i s an e x i s t i n g Bass F e d e r a l #1 i n 

t h e n o r t h w e s t q u a r t e r , and t h a t has t h e n o r t h 

h a l f 320 d e d i c a t e d t o i t . When t h i s w e l l was 

o r i g i n a l l y d r i l l e d , i t had t h e s o u t h h a l f 320. 

The w e l l was o r i g i n a l l y d r i l l e d by 

BELCO P e t r o l e u m , and was c o m p l e t e d as a Morrow 

w e l l , f r o m a p p r o x i m a t e l y a 1 3 , 2 0 0 - f o o t d e p t h i n 

1974. I t p r o d u c e d e s s e n t i a l l y 15 y e a r s , f r o m 

1974 t o 19 9 3 - - a l m o s t 20 y e a r s — b u t i n 1989 

H a l l w o o d o b t a i n e d o w n e r s h i p i n t h e w e l l and 

assumed o p e r a t i o n s f r o m Enron. 

At t h e same t i m e t h a t t h i s w e l l was-

d e p l e t i n g , t h e Hat Mesa ( D e l a w a r e ) P o o l was 

e s t a b l i s h e d i n J a n u a r y o f 1990, and i t ' s l o c a t e d 

p r i m a r i l y t o t h e s o u t h e a s t , i n S e c t i o n 32, and i t 

e x t e n d s a l i t t l e b i t down i n t o S e c t i o n s 5 and 6. 

I n March o f 1990, t h e w e l l was no 
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l o n g e r c a p a b l e o f p r o d u c t i o n , and H a l l w o o d s h u t 

i t i n a f t e r i t p r o d u c e d a b o u t 1.3 B c f . The w e l l 

was i d l e f o r a b o u t t h r e e y e a r s , and l a s t y e a r we 

c o m p l e t e d a s t u d y o f t h e a r e a , as w e l l as 

r e v i e w e d some o f t h e newer o f f s e t w e l l s , and we 

pr o c e e d e d w i t h a Wolfcamp t e s t t h a t was 

u n s u c c e s s f u l , and t h e n f o l l o w e d i t l a s t August 

w i t h a Lower Delaware t e s t , and o b t a i n e d 

c o m m e r c i a l p r o d u c t i o n f r o m t h e Lower D e l a w a r e . 

We p r o d u c e d t h a t u n t i l — o r we p r o d u c e d 

t h o s e zones f r o m l a t e September o f 93, u n t i l t h i s 

May. We went i n and t e s t e d t h e Upper Delaware 

and e s t a b l i s h e d p r o d u c t i o n t h e r e , and now we 

have — a s o f a l i t t l e o v e r a week ago, o r j u s t 

b a r e l y a week ago, we've s t a r t e d p u m p - t e s t i n g 

commingled Upper and Lower Delaware zones f r o m 

t h i s w e l l a t ab o u t 120 b a r r e l s a day. So, t h a t ' s 

t h e b r i e f h i s t o r y o f t h e w e l l . 

Q. For w e l l s a t t h i s d e p t h , o i l w e l l s , 

what i s t h e d e p t h b r a c k e t o i l a l l o w a b l e ? 

A. I t ' s 142 b a r r e l s a day f o r t h e Hat Mesa 

( D e l a w a r e ) P o o l . 

Q. I f t h e D i v i s i o n a p p l i e s t h e t y p i c a l 

a l l o w a b l e , o f t h e number o f s p a c i n g u n i t s i n a 

n o n s t a n d a r d p r o r a t i o n u n i t t i m e s t h e d e p t h 
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b r a c k e t a l l o w a b l e , t h e a l l o w a b l e f o r t h e w e l l 

w o u l d s i m p l y be t w i c e t h a t - - 1 2 7 , was i t ? 

A . 142 . 

Q. So t w i c e t h e 142? 

A. Yes, s i r . 

Q. Have you t e s t e d t h i s w e l l now 

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

s a t i s f i e d you've g o t a l l o f t h e p o t e n t i a l 

p r o d u c t i o n open i n t h e w e l l b o r e w i t h i n t h a t p o o l ? 

A. I t h i n k we have a l l t h e pots., t i a l 

D e laware zones open and p r o d u c i n g now. I d o n ' t 

know f o r s u r e i f t h e w e l l ' s p r o d u c i n g a t i t s f u l l 

c a p a c i t y y e t . We may e x p e r i m e n t w i t h d i f f e r e n t 

pump s i z e s , d i f f e r e n t pump d e p t h s and change 

t h a t , b u t I d o n ' t t h i n k we're g o i n g t o open up 

any more pay i n t h e w e l l . 

Q, Th e r e ' s a p o s s i b i l i t y t h a t t h e w e l l 

m i g h t be a b l e t o u t i l i z e t h e a l l o w a b l e o f t h e 

a d j o i n i n g s p a c i n g u n i t t h a t ' s now d e d i c a t e d t o 

t h e w e l l , i f t h e Examiner a p p r o v e s y o u r r e q u e s t ? 

A. Yes, s i r . 

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

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

p r o d u c t i o n ? 

A. Yes, I b e l i e v e so. I t h i n k t h i s i s t h e 
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f a i r and e q u i t a b l e t h i n g t o do on t h i s w e l l , 

g i v e n t h e c l o s e p r o x i m i t y . The o n l y 

a l t e r n a t i v e s , t o me, a r e t o d e d i c a t e t h e 40 a c r e s 

t h a t i t ' s on, and you w o u l d have t o s e v e r e l y 

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

t h o s e p e o p l e . 

Q. The p e n a l t y d o e s n ' t mean a n y t h i n g 

u n l e s s you d r i l l a n o t h e r w e l l ? 

A. T h a t ' s r i g h t . And i f you d r i l l a n o t h e r 

w e l l a t a c o n v e n t i o n a l l o c a t i o n , and I t h i n k i t 

w i l l c r e a t e w a ste and y o u ' l l have two w e l l b o r e s 

c o m p e t i n g f o r t h e same r e s e r v e s . 

Q. At t h i s p o i n t , do you see any r e a s o n t o 

have t h e second w e l l c o m p e t i n g w i t h t h e f i r s t 

w e l l ? 

A. No, s i r . 

Q. The b e t t e r method o f d e p l e t i o n w o u l d be 

t o t a k e t h i s w e l l t o some r e a s o n a b l e abandonment 

r a t e and seek t o r e p l a c e t h a t w e l l w i t h a n o t h e r 

w e l l ? 

A. Yes. 

Q. Have you r e c e i v e d any o b j e c t i o n f r o m 

any o f t h e p a r t i e s ? 

A. No, s i r . We've n o t i f i e d a l l t h e o f f s e t 

o p e r a t o r s ; we've s e n t o u t w a i v e r l e t t e r s . We've 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

1 7 

18 

19 

20 

2 1 

22 

23 

24 

25 

1 1 

r e c e i v e d one s i g n e d w a i v e r back f r o m M e r i d i a n , 

b u t we've r e c e i v e d no o b j e c t i o n w h a t s o e v e r . 

Q. Do you have an e n g i n e e r i n g o p i n i o n as 

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

t h e D i v i s i o n w i l l be i n t h e b e s t 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, I t h i n k i t w i l l . 

Q. That i s y o u r o p i n i o n ? 

A. Yes. 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. O ' C o n n e l l . We move t h e 

i n t r o d u c t i o n o f h i s E x h i b i t s 1 and 2. 

EXAMINER MORROW: E x h i b i t s 1 and 2 a r e 

admi t t e d . 

EXAMINATION 

BY EXAMINER MORROW: 

Q. Do you know, and t h i s may come f r o m t h e 

n e x t w i t n e s s , do you know i f t h e r o y a l t y i n t e r e s t 

i s common under t h e 80 a c r e s ? 

A. I t h i n k i t ' s s e p a r a t e r o y a l t y , b u t i t ' s 

p r o b a b l y b e s t t o d e f e r t h a t t o h e r . 

Q. You're n o t a s k i n g f o r any i n c r e a s e d 

a l l o w a b l e a t t h i s t i m e , i t ' s j u s t t h a t i f we 

g r a n t e d you an 80 - a c r e a s s i g n m e n t , t h e i n c r e a s e d 
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a l l o w a b l e w o u l d a u t o m a t i c a l l y be a s s i g n e d o r 

c o u l d be r e q u e s t e d i f you needed i t , i s t h a t 

c o r r e c t ? 

A. Yes, s i r . I d o n ' t see where we're 

g o i n g t o need much, i f any, b u t I d o n ' t want t o 

l i m i t m y s e l f and o n l y t a k e a 4 0 - a c r e a l l o w a b l e . 

Q. So, r i g h t now, and i n t h e f o r e s e e a b l e 

f u t u r e , you d o n ' t e x p e c t any a d d i t i o n a l d r i l l i n g 

on t h i s 8 0 - a c r e t r a c t ? 

A. No, s i r . These w e l l s a r e f a i r l y 

e x p e n s i v e w e l l s i n t h i s 8,000 d e p t h b r a c k e t , and 

w i t h t h e c a s i n g p r ograms t h e y ' r e a b o u t $600,000 

w e l l s . And r e s e r v e - w i s e , we c o u l d n ' t j u s t i f y 

one . 

Q. How about t h e o f f s e t ? You d i d n ' t 

p r e s e n t a n y t h i n g on o f f s e t d e v e l o p m e n t . Would 

you be d r a i n e d by o f f s e t s i n any way? 

A. Would t h i s 8 0 - a c r e s be d r a i n e d ? 

Q. Yes, s i n c e i t d o e s n ' t have a w e l l t o 

each 40. 

A. I d o n ' t t h i n k so, because t h e Delaware 

i s v e r y complex o u t h e r e . We had a g e o l o g i s t 

r e v i e w t h i s , and t h e r e ' s a t l e a s t 10 o r 12 sands 

i n t h i s D e laware t h a t come and go and i n t e r l a p , 

and i t ' s h a r d t o t e l l w h e t h e r t h e y ' r e a l l 
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c o n t i n u o u s t h r o u g h t h e a r e a . So, no, I d o n ' t 

t h i n k i t w o u l d be d r a i n e d by a n o t h e r w e l l . 

Q. Are t h e Upper and Lower Delaware 

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

f o r t h e Hat Mesa? 

A. Yes, t h e y ' r e b o t h common s o u r c e s o f 

s u p p l y f o r t h e f i e l d . 

EXAMINER MORROW: A l l r i g h t . Thank 

yo u , Mr. O ' C o n n e l l . 

THE WITNESS: Thank y o u , s i r . 

MR. KELLAHIN: C a l l , a t t h i s t i m e , Mrs. 

Woods. 

CHRIS WOODS 

H a v i n g been f i r s t d u l y sworn upon h er 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. KELLAHIN: 

Q. Ms. Woods, w o u l d you p l e a s e s t a t e y o u r 

name and o c c u p a t i o n ? 

A. My name i s C h r i s Woods. I'm t h e l a n d 

manager f o r t h e Rocky M o u n t a i n M i d c o n t i n e n t 

R e g i o n o f H a l l w o o d P e t r o l e u m . 

Q. On p r i o r o c c a s i o n s have you t e s t i f i e d 

as a landman b e f o r e t h i s D i v i s i o n ? 

A . No . 
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Q. Summarize f o r us y o u r e d u c a t i o n and 

employment e x p e r i e n c e i n t h a t f i e l d . 

A. I have a B.A. i n b u s i n e s s and 

a c c o u n t i n g f r o m C o l u m b i a . I have been i n t h e o i l 

i n d u s t r y s i n c e 1978, and w i t h H a l l w o o d s i n c e 

1985. 

Q. As t h e l a n d manager f o r y o u r company, 

does t h i s p a r t i c u l a r w e l l and i t s p r o p o s e d 

s p a c i n g u n i t come under y o u r c o n t r o l ? 

A. Yes, i t does. 

Q. As p a r t o f y o u r d u t i e s , d i d you have 

employees under y o u r d i r e c t i o n , o r c o n s u l t a n t s , 

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

owners f o r each o f t h e 4 0 - a c r e t r a c t s ? 

A. Yes, I d i d . 

Q. I n a d d i t i o n , a r e you aware o f t h e 

o f f s e t t i n g i n t e r e s t owners t o t h e s p a c i n g u n i t s ? 

A. Yes, I am. 

MR. KELLAHIN: We t e n d e r Ms. Woods as 

an e x p e r t p e t r o l e u m landman. 

EXAMINER MORROW: W e ' l l a c c e p t Ms. 

Woods. 

Q. I ' v e t a k e n a copy o f t h e f e d e r a l 

c o m m u n i t i z a t i o n agreement and have made an 

E x h i b i t No. 3 o u t o f p a r t o f t h a t document. For 
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p u r p o s e s o f t h i s h e r e , l e t ' s l o o k a t t h e 

t a b u l a t i o n o f d a t a and have you i d e n t i f y f o r us 

how you've come t o know t h e i n t e r e s t owners i n 

T r a c t 1, w h i c h i s t h e 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 t h a t shown on t h i s d i s p l a y 

somewhere ? 

A. I t ' s s e t o u t i n i t i a l l y on t h e f i r s t 

page o f E x h i b i t B, and as backup f o r t h i s 

i n f o r m a t i o n I have f o u r d i f f e r e n t t i t l e o p i n i o n s 

t h a t we had p r e p a r e d , o r our p r e d e c e s s o r s had 

p r e p a r e d . And, i n a d d i t i o n , I have an o p e r a t i n g 

agreement t h a t s e t s o u t t h e w o r k i n g i n t e r e s t 

o w n e r s h i p . 

Q. Based on a l l t h a t 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 e 

t a b u l a t i o n o f i n t e r e s t s , shown on E x h i b i t No. 3, 

i s c u r r e n t and a c c u r a t e ? 

A. Yes, I d o. 

Q. What i s t h a t o p i n i o n ? 

A. I b e l i e v e i t i s c o r r e c t . 

Q. When we l o o k a t T r a c t 2, i s T r a c t 2 and 

i t s i n t e r e s t owners a l s o i d e n t i f i e d i n t h i s 

e x h i b i t package? 

A. Yes, i t i s . 
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Q. Where do we f i n d t h a t ? 

A. On page 2 o f E x h i b i t B. 

Q. T r a c t No. 1, w h i c h i s t h e e a s t 40, 

t h a t ' s a f e d e r a l l e a s e ? 

A. Yes, i t i s . 

Q. And t h e n t h e w e s t e r n 4 0 - a c r e t r a c t , 

T r a c t 2, t h a t ' s a S t a t e o f New Mexico o i l and gas 

l e a s e ? 

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

Q. D e s c r i b e f o r us t h e p r o c e s s you've gone 

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

t h e s e i n t e r e s t owners. 

A. I n i t i a l l y what we d i d , we had t h e 

i n t e r e s t s s e t up under an i n i t i a l 3 2 0 - a c r e 

s p a c i n g u n i t , so t i t l e o p i n i o n s were made based 

on t h a t . W i t h i n t h o s e t i t l e o p i n i o n s i s a 

breakdown o f each 4 0 - a c r e t r a c t , so we have t h a t 

t o v e r i f y t h e i n t e r e s t owners. 

I n a d d i t i o n t o t h a t — w o u l d you l i k e me 

t o g e t i n t o t h e c o m m u n i t i z a t i o n agreements? 

Q. W e l l , t h e f i r s t p a r t o f t h e p r o c e s s had 

a l r e a d y begun because you needed t h a t t i t l e 

o w n e r s h i p i n f o r m a t i o n f o r t h e gas p r o d u c t i o n ? 

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

Q. Now t h a t you've c o n v e r t e d i t t o an o i l 
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w e l l , y o u ' r e a b l e t o r e t r i e v e o u t o f y o u r d a t a 

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

o w n e r s h i p ? 

A. Of each 4 0 - a c r e t r a c t , y e s . 

Q. A l l r i g h t . H a v i n g a c c o m p l i s h e d t h a t , 

what t h e n d i d you do? 

A. We s e n t o u t c o m m u n i t i z a t i o n a g r e e m e n t s 

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

on t h e o p e r a t i n g a greement, b o t h on t h e f e d e r a l 

f o r m and on t h e s t a t e f o r m , t o e n l i s t t h e i r 

s u p p o r t o f our p r o p o s e d 8 0 - a c r e l o c a t i o n . 

Q. I n o r d e r t o o b t a i n an a p p r o v e d 

c o m m u n i t i z a t i o n agreement f r o m b o t h t h e S t a t e o f 

New Mexico and t h e Bureau o f Land Management, you 

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

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

w i t h t h e a c r e a g e d e d i c a t e d i n t h e Com agreement? 

A. R i g h t . 

Q. So t h a t ' s why y o u ' r e here? 

A. R i g h t . 

Q. I f t h e Examiner a p p r o v e s t h e 
0 

n o n s t a n d a r d p r o r a t i o n u n i t , you've now 

e s t a b l i s h e d t h e p r e d i c a t e by w h i c h you can g e t 

t h e o t h e r r e g u l a t o r y a g e n c i e s t o a p p r o v e t h e 
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c o m m u n i t i z a t i o n ? 

A. T h a t ' s c o r r e c t . 

Q. Once t h a t ' s done, you can a l l o c a t e t h e 

f e d e r a l r o y a l t y and t h e s t a t e r o y a l t y on an 

80 - a c r e b a s i s ? 

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

Q. Do you have a copy o f t h e a p p l i c a t i o n 

we f i l e d f o r y o u r company b e f o r e t h e D i v i s i o n ? 

A. Yes, I do . 

Q. I f y o u ' l l t u r n t o t h a t , I ' l l hand t h e 

Examiner a n o t h e r copy. I f y o u ' l l t u r n t o t h e 

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

map, i f you w i l l , t h a t shows t h e i d e n t i t y o f t h e 

o f f s e t t i n g i n t e r e s t owners. D e s c r i b e f o r us what 

you have d e t e r m i n e d t o be t h e o w n e r s h i p 

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

A. The o t h e r o p e r a t o r s o u t t h e r e t h a t a r e 

i n S e c t i o n 29, down i n t h e s o u t h w e s t q u a r t e r i s 

Enron; S e c t i o n 32 i n t h e n o r t h w e s t q u a r t e r i s 

M e r i d i a n ; and S e c t i o n 31 i n t h e n o r t h e a s t q u a r t e r 

i s Bass. 

Q. Have you r e c e i v e d any o b j e c t i o n f r o m 

any o f t h o s e p a r t i e s t o h a v i n g t h e D i v i s i o n 

a p p r o v e t h i s case? 

A . I have n o t , no. 
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Q. When you l o o k beyond t h e l o c a t o r map, 

t h e r e i s a t a b u l a t i o n o f i n t e r e s t owners. 

F o l l o w i n g t h a t , I t h i n k , t h e r e i s a l i s t o f t h e 

o f f s e t o p e r a t o r s . Move t o , I b e l i e v e i t ' s 

E x h i b i t C t o t h e a p p l i c a t i o n . 

A. R i g h t . 

Q. I n a d d i t i o n , t h e r e ' s a s u p p l e m e n t a l 

E x h i b i t C? 

A. R i g h t . 

Q. When you l o o k a t E x h i b i t C and 

s u p p l e m e n t a l E x h i b i t C t o t h e a p p l i c a t i o n , do 

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

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

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

A. Yes, t h e y w o u l d . 

EXAMINER MORROW: Where was t h a t , i n 

E x h i b i t 3? 

MR. KELLAHIN: I f you l o o k i n t h e 

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

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

o f o f f s e t o p e r a t o r s , and t h e n t h e r e ' s an E x h i b i t 

C, w h i c h i s one page, and a f t e r t h a t t h e r e ' s a 

s u p p l e m e n t a l E x h i b i t C, o f two pages. 

Taken t o g e t h e r , t h o s e two e x h i b i t s , 

a c c o r d i n g t o Ms. Woods, a r e a l l t h e i n t e r e s t 
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owners t h a t w i l l s h a r e i n r e v e n u e s d e r i v e d f r o m 

t h e s p a c i n g u n i t . 

EXAMINER MORROW: These a r e a l l 

s o m e t h i n g o t h e r t h a n r o y a l t y i n t e r e s t owners, i s 

t h a t r i g h t ? 

MR. KELLAHIN: They i n c l u d e t h e r o y a l t y 

owners, t o o , s i r . I'm s u r e she's p i c k e d up some 

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

owners. I t ' s e v e r y o n e that: w o u l d s h a r e . 

EXAMINER MORROW: The r e a s o n I ask 

t h a t , a l l t h e r o y a l t y on t h e west 40 i s owned by 

th e s t a t e , and t h e r o y a l t y on t h e e a s t 40 i s 

owned by t h e — 

THE WITNESS: BLM. T h a t ' s c o r r e c t . 

EXAMINER MORROW: Go ahead. 

MR. KELLAHIN: F i n a l l y , Mr. Examiner, 

E x h i b i t 4 i s my c e r t i f i c a t e o f m a i l i n g t o a l l t h e 

p a r t i e s i n t h a t a p p l i c a t i o n . That c o n c l u d e s my 

e x a m i n a t i o n o f Ms. Woods. We move t h e 

i n t r o d u c t i o n o f E x h i b i t s 3 and 4. 

EXAMINER MORROW: E x h i b i t s 3 and 4 a r e 

admi t t e d . 

EXAMINATION 

BY EXAMINER MORROW: 

Q. I n t h e f i l e i n c o n n e c t i o n w i t h t h e 
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a p p l i c a t i o n , t h e r e ' s a l e t t e r f r o m t h e S t a t e Land 

O f f i c e i n d i c a t i n g an e a r l y o b j e c t i o n t o t h e 

c o m b i n a t i o n o f t h e two t r a c t s , and t h e n t h e y 

w i t h d r e w t h a t . Do you r e c a l l t h a t ? 

A. No. I h a v e n ' t seen t h a t l e t t e r . 

Q. I s i t y o u r o p i n i o n and t e s t i m o n y t h a t 

t h e S t a t e Land O f f i c e i s a g r e e a b l e t o t h i s , o r do 

you know? 

A. I d o n ' t know. 

EXAMINER MORROW: Do you know i f 

t h e y ' v e been a p p r o a c h e d , s i r ? 

MR. KELLAHIN: I'm n o t s u r e what t h e 

c u r r e n t s t a t u s o f t h a t i s . I w i l l c e r t a i n l y 

i n q u i r e , s u b s e q u e n t t o t h e h e a r i n g , so I can 

a d v i s e you l a t e r i f t h e r e ' s any o b j e c t i o n by t h e 

l a n d o f f i c e . U l t i m a t e l y t h e y have u l t i m a t e 

c o n t r o l , because we need t h e i r a p p r o v a l o f t h e 

c o m m u n i t i z a t i o n a greement. 

EXAMINER MORROW: Okay. Has t h e r e 

been, I assume t h e r e ' s been some p r o d u c t i o n f r o m 

t h i s w e l l ? 

MR. O'CONNELL: The Hobbs's o f f i c e 

a p p r o v e d a t e m p o r a r y C-104, and we went t h r o u g h 

t h e m o t i o n s . We d e d i c a t e d t h e 

s o u t h e a s t / s o u t h e a s t a c r e a g e when we s u b m i t t e d o u r 
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c o m p l e t i o n r e p o r t t h a t e n a b l e d us t o p r o d u c e . 

P e n d i n g a p p r o v a l o f t h i s o r d e r , w e ' l l s u b m i t a 

new C-102 w i t h a new a c r e a g e , and t h e 

c o m m u n i t i z a t i o n a greement. 

EXAMINER MORROW: I n f a c t , you d a t e 

back t o f i r s t p r o d u c t i o n ? 

w o u l d be a l l o c a t e d a l l a c r o s s t h e t r a c t s ? 

MR . 0'CONNELL: Yes . 

EXAMINER MORROW: F i r s t p r o d u c t i o n 

MR. O'CONNELL: That ' s t h e way i t w o u l d 

have t o be done on a r o y a l t y b a s i s . 

EXAMINER MORROW: A l l r i g h t . Thank 

you . 

MR. KELLAHIN: That c o n c l u d e s our 

p r e s e n t a t i o n . 

EXAMINER MORROW: Case 10998 w i l l be 

t a k e n under a d v i s e m e n t . 

(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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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO 
) ss . 

COUNTY OF SANTA FE 

I , C a r l a Diane R o d r i g u e z , 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 D i v i s i o n 

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 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 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 . 

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 or 

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 m a t t e r . 

I FURTHER CERTIFY t h a t I am n o t a 

WITNESS MY HAND AND SEAL J u l y 15, 1994. 

CARLA DIANE RODRIGUEZ, RP 
CCR No. 4 
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