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1 HEARING EXAMINER: C a l l n e x t c a s e , No. 

2 9745 . 

3 MR. STOVALL: A p p l i c a t i o n o f Richmond 

4 ; P e t r o l e u m , I n c . , f o r c o m p u l s o r y p o o l i n g and an 

5 u n o r t h o d o x c o a l gas w e l l l o c a t i o n , San Juan C o u n t y , 

6 New M e x i c o . 

7 HEARING EXAMINER: C a l l f o r a p p e a r a n c e s . 

8 MR. LOPEZ: I f i t p l e a s e t h e Exami n e r , my 

9 name i s Owen Lopez w i t h t h e H i n k l e law f i r m i n Santa 

10 Fe, New M e x i c o , a p p e a r i n g on b e h a l f o f t h e A p p l i c a n t , 

11 and I have t h r e e w i t n e s s e s t o be sworn. 

12 HEARING EXAMINER: Are t h e r e any o t h e r 

13 appearances? 

14 MR. KELLAHIN: Mr. Exami n e r , I'm Tom 

15 K e l l a h i n a p p e a r i n g on b e h a l f o f M e r i d i a n O i l , I n c . I 

16 have no w i t n e s s e s t o p r e s e n t i n t h i s c a s e . 

17 : MR. STOVALL: Mr. Lopez, t h i s case i s 

18 c o n t i n u e d f r o m t h e September 6 h e a r i n g ; i s t h a t 

19 c o r r e c t ? 

20 MR. LOPEZ: Yes, Mr. S t o v a l l . The i n i t i a l 

21 case t h a t was a p p l i e d f o r and a d v e r t i s e d was f o r t h e 

22 n o r t h h a l f o f S e c t i o n 9. 

23 MR. STOVALL: I'm j u s t a s k i n g a s i m p l e 

24 p r o c e d u r a l q u e s t i o n . Were t h e s e t h e same w i t n e s s e s 

25 t h a t were sworn a t t h a t t i m e ? 

CUMBRE COURT REPORTING 
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1 MR. LOPEZ: Two of them were. One i s a new 

2 w i t n e s s . 

3 | MR. STOVALL: Mr. Examiner, because t h i s i s 

4 an ongoing case, and two witnesses were sworn, we o n l y 

5 need t o swear the a d d i t i o n a l w i t n e s s f o r t h a t purpose. 

6 HEARING EXAMINER: Thank you, Mr. S t o v a l l . 

7 Any oth e r appearances? 

8 W i l l the wi t n e s s stand and be sworn? 

9 (Witness sworn.) 

10 HEARING EXAMINER: Let the r e c o r d show t h a t 

11 the other two witnesses t h a t w i l l be appearing i n t h i s 

12 matter have been p r e v i o u s l y sworn at the h e a r i n g on 

13 September 6, 1989. 

14 Gentlemen, you are under t h a t oath from 

15 t h a t t i m e . 

16 Mr. Lopez? 

17 MR. LOPEZ: Thank you, Mr. Examiner. 

18 Just by way of e x p l a n a t i o n , I might e x p l a i n 

19 t h a t Case 9745 since the September 6 t h h e a r i n g was 

20 amended t o i n c l u d e the east h a l f of Se c t i o n 9 r a t h e r 

21 than the n o r t h h a l f , and w i t h a w e l l t o be d e d i c a t e d 

22 as an unorthodox w e l l l o c a t i o n i n the n o r t h e a s t 

23 n o r t h e a s t , 360 f e e t from the n o r t h l i n e and 120 f e e t 

24 from the east l i n e . 

25 I ' d now l i k e t o c a l l our f i r s t w i t n e s s , Mr. 

CUMBRE COURT REPORTING 
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1 F u l l e r t o n . 

2 JAMES B. FULLERTON, 

3 the wi t n e s s h e r e i n , a f t e r h a ving been f i r s t d u l y sworn 

4 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 : 

5 DIRECT EXAMINATION 

6 BY MR. LOPE Z : 

7 Q. Would you please s t a t e your name and where 

8 you r e s i d e . 

9 A. James B. F u l l e r t o n , Denver, Colorado. 

10 Q. What i s your o c c u p a t i o n , Mr. F u l l e r t o n ? 

11 A. I'm an independent p e t r o l e u m landman. 

12 Q. Are you f a m i l i a r w i t h the Case No. 9745? 

13 A. Yes, I am. 

14 Q. Did you t e s t i f y at the September 6 h e a r i n g , 

15 and were your q u a l i f i c a t i o n s as a landman at t h a t time 

16 ; accepted as a matter of record? 

17 A. Yes, they were. 

18 MR. LOPEZ: Mr. Examiner, do you consid e r 

19 the w i t n e s s s t i l l q u a l i f i e d ? 

20 i HEARING EXAMINER: Yes, he i s . 

21 0- (BY MR. LOPEZ) Mr. F u l l e r t o n , I would l i k e 

22 you t o r e f e r t o what's been marked E x h i b i t No. 1 and 

23 ask you t o i d e n t i f y i t . 

24 A. This i s a p l a t map showing the o u t l i n e of 

25 the proposed spacing u n i t t o be pooled and the 

CUMBRE COURT REPORTING 
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1 i l o c a t i o n o f the unorthodox w e l l requested i n Case 

2 i 9 7 4 5. 

3 i Q. R e f e r r i n g t o t h i s map and the l o c a t i o n of 

4 the w e l l , what i s the reason t h a t d i c t a t e s the 

5 : l o c a t i o n of the w e l l ? 

6 A. The boundaries of the Navajo Lake are 

7 w i t h i n most of the e n t i r e remaining p o r t i o n of the 

8 spacing u n i t of the east h a l f of Se c t i o n 9, and 

9 i t h e r e f o r e t h e r e was o n l y one l o c a t i o n t h a t was 

10 p l a u s i b l e at t h i s t i m e . 

11 Q. Have you t r i e d t o o b t a i n the consent of a l l 

12 working i n t e r e s t and ot h e r m i n e r a l owners i n the 

13 proposed spacing u n i t ? 

14 A. Yes, I have. 

15 Q. Have you been s u c c e s s f u l i n g e t t i n g 

16 everyone t o j o i n ? 

17 A. No. There's t h r e e p a r t i e s t h a t as of yet 

18 have f a i l e d t o j o i n . 

19 Q. I ' d now l i k e you t o r e f e r t o E x h i b i t No. 2 

20 and ask you t o i d e n t i f y and e x p l a i n t h i s e x h i b i t . 

21 A. E x h i b i t 2 i s a l e t t e r dated October 1, 

22 1989, s t a t i n g b a s i c a l l y the t h r e e p a r t i e s i n the east 

23 h a l f of S e c t i o n 9 t h a t have f a i l e d t o agree t o 

24 , p a r t i c i p a t e i n the d r i l l i n g of the w e l l or o t h e r w i s e 

25 d e d i c a t e t h e i r i n t e r e s t i n t h i s proposed w e l l . And 

CUMBRE COURT REPORTING 
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1 t h e i r working i n t e r e s t s are s t a t e d as on the l e t t e r . 

2 Q. Now I ' d l i k e you t o r e f e r t o what's been 

3 marked E x h i b i t No. 3 and ask you t o e x p l a i n what t h i s 

4 shows. 

5 A. E x h i b i t 3 i s a copy of the l e t t e r s sent out 

6 : t o the p a r t i e s as s t a t e d on the October 1st l e t t e r . 

7 : And along w i t h the l e t t e r s t o these p a r t i e s were 

8 copies of the amended a p p l i c a t i o n s , AFE f o r the w e l l , 

9 and the o p e r a t i n g agreement t o be used. 

10 Q. Would you r e f e r t o E x h i b i t No. 4, and 

11 please e x p l a i n i t . 

12 ; A. E x h i b i t No. 4 i s a copy of the l e t t e r sent 

13 t o b a s i c a l l y , a g a i n , the unleased m i n e r a l owners, 

14 people who have f a i l e d t o j o i n i n the proposed w e l l at 

15 t h i s t i m e . 

16 : Q. So i f I understand you c o r r e c t l y , E x h i b i t 3 

17 and E x h i b i t 4 are copies of the a c t u a l l e t t e r s sent t o 

18 ' the two nonconsenting working i n t e r e s t owners f o r whom 

19 you had addresses? 

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

21 HEARING EXAMINER: Mr. Lopez, I don't seem 

22 1 to have E x h i b i t No. 4 t h a t you're r e f e r r i n g t o . 

23 I do have E x h i b i t No. 4 i n f r o n t of me at 

24 t h i s t i m e . 

25 ! Q. (BY MR. LOPEZ) I ' d now l i k e you t o r e f e r 

CUMBRE COURT REPORTING 
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i 

1 t o what's been marked E x h i b i t No. 5 and have you 
j 

2 ! e x p l a i n i t . 
1 

3 A. This i s a copy of the l e t t e r sent t o , i n 

4 : t h i s case, M e r i d i a n , and E x h i b i t No. 6 i s a copy of 

5 i the same l e t t e r sent t o b a s i c a l l y the o f f s e t t i n g 

6 ; o p e r a t o r s , a d v i s i n g them of our a p p l i c a t i o n f o r 

7 compulsory p o o l i n g i n a nonstandard l o c a t i o n f o r the 

8 n o r t h e a s t q u a r t e r of Se c t i o n 9. 

9 Q. Which d i r e c t i o n s do M e r i d i a n and T i f f a n y 

10 o f f s e t the proposed l o c a t i o n ? 

11 A. T i f f a n y Gas Company o f f s e t s the proposed 

12 l o c a t i o n t o the n o r t h i n Colorado, and M e r i d i a n O i l , 

13 I n c . , o f f s e t s the l o c a t i o n t o the south and the west 

14 of the proposed w e l l . 

15 Q. And who o f f s e t s t o the east? 

16 A. Richmond Petroleum. 

17 Q. The A p p l i c a n t i n t h i s case. 

18 I ' d now l i k e you t o r e f e r t o what's been 

19 marked E x h i b i t No. 7 and ask you t o i d e n t i f y i t . 

20 A. E x h i b i t No. 7 are copies of the r e c e i p t s 

21 f o r c e r t i f i e d m a i l used and sent t o the p a r t i e s who 

22 had f a i l e d t o j o i n i n the w e l l , and also the p a r t i e s 

23 who were n o t i f i e d of the nonstandard l o c a t i o n . 

24 Q. The o f f s e t o p e r a t o r s ? 

25 A. The o f f s e t o p e r a t o r s , yes. 

CUMBRE COURT REPORTING 
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1 i Q. Were E x h i b i t s 1 thr o u g h 7 prepared by you 

2 \ or under your s u p e r v i s i o n ? 

3 1 A. Yes, they were. 

4 Q. I s the g r a n t i n g of t h i s a p p l i c a t i o n i n the 

5 ' i n t e r e s t s of c o n s e r v a t i o n , the p r e v e n t i o n of waste, 

6 and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

7 A. Yes. 

8 MR. LOPEZ: Mr. Examiner, I ' d l i k e t o 

9 i n t r o d u c e E x h i b i t s 1 throu g h 7. 

10 HEARING EXAMINER: E x h i b i t s 1 thr o u g h 7 

11 w i l l be a d m i t t e d i n t o evidence. 

12 DIRECT EXAMINATION 

13 BY HEARING EXAMINER: 

14 Q. Mr. F u l l e r t o n , what was the r i s k p e n a l t y 

15 f a c t o r p resented on -- not the r i s k p e n a l t y f a c t o r , 

16 the overhead charges f o r t h i s w e l l ? Were you the one 

17 who t e s t i f i e d t o those charges? 

18 A. No, Mr. Examiner, I was n o t . 

19 HEARING EXAMINER: Was i t one of your other 

20 ; witnesses t h a t t e s t i f i e d t o t h a t ? 

21 MR. LOPEZ: Yes. 

22 HEARING EXAMINER: I'm s o r r y , Mr. 

23 F u l l e r t o n . Thank you. 

24 I have no other q u e s t i o n s f o r t h i s 

25 w i t n e s s . He may be excused. 

CUMBRE COURT REPORTING 
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1 Mr. Lope z ? 
| 

2 i MR. LOPEZ: I ' d l i k e t o c a l l Mr. Adams. 
i 

3 JAMES L. ADAMS, 

4 the wi t n e s s h e r e i n , a f t e r having been f i r s t d u l y sworn 

5 ; 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 : 
i 

6 ! DIRECT EXAMINATION 

7 BY MR. LOPE Z: 

8 j Q. Would you please s t a t e your name and where 

9 ; you res i d e . 

10 A. My name i s James L. Adams. I l i v e i n the 

11 v i c i n i t y of D a l l a s , Texas. 
12 Q. By whom are you employed, and i n what 
13 c a p a c i t y ? 

14 A. I am the Exec u t i v e Vice P r e s i d e n t of 

15 Richmond Petroleum, I n c . 

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

17 A. I am a petro l e u m e n g i n e e r , my background. 

18 Q. Did you t e s t i f y i n t h i s h e a r i n g on 

19 September 6, and were your q u a l i f i c a t i o n s as a 

20 petr o l e u m engineer accepted as a matter of record? 

21 A. Yes, they were. 

22 MR. LOPEZ: Would you consi d e r the wi t n e s s 

23 so q u a l i f i e d ? 

24 HEARING EXAMINER: Yes, s i r . 

25 Q. (BY MR. LOPEZ) Mr. Adams, I b e l i e v e you 

CUMBRE COURT REPORTING 
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1 t e s t i f i e d at the September 6th h e a r i n g w i t h r e s p e c t t o 

2 ' the proposed r i s k p e n a l t y t h a t you would recommend t o 

3 the examiner. I would a l s o l i k e you t o address the 

4 charges t h a t you would request f o r s u p e r v i s i o n . 

5 F i r s t , w i t h respect t o the r i s k f a c t o r t h a t 

6 should be a p p l i e d t o those owners who f a i l e d t o 

7 consent t o the proposed w e l l , what do you t h i n k i t 

8 1 should be, and why? 

9 A. We would ask t h a t the examiner would g r a n t 

10 the 200 percent nonconsent p e n a l t y i n t h i s case f o r 

11 two p r i m a r y reasons. F i r s t , our o p e r a t i n g agreement 

12 t h a t e x i s t s on t h i s p r o p e r t y t h a t we have sent out 

13 c a l l s f o r a 400 percent nonconsent p e n a l t y f o r those 

14 . people t h a t e l e c t not t o p a r t i c i p a t e under our 

15 ; o p e r a t i n g agreement. This o p e r a t i n g agreement has 

16 been accepted by o u r s e l v e s and t h r e e other San Juan 

17 i Basin o p e r a t o r s t h a t are knowledgeable of the area, 

18 and they f e e l t h a t i t i s a reasonable r i s k f a c t o r , as 

19 we do. 

20 Second, t h e r e i s a c e r t a i n degree of r i s k 

21 : i n v o l v e d w i t h the d r i l l i n g of these w e l l s , p r i m a r i l y 

22 of a r e s e r v o i r n a t u r e . There i s some mechanical r i s k , 

23 but t h a t i s u s u a l l y not a hi g h p o r t i o n of the r i s k . 

24 i Probably 25 percent would be mechanical r i s k ; 30 

25 : percent would be r e s e r v o i r r i s k . 

CUMBRE COURT REPORTING 
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1 The c o a l i n t h i s area, as indeed i n most of 

2 the b a s i n , i s somewhat v a r i a b l e i n i t s p r o d u c i b i l i t y . 

3 There are r e l a t i v e l y good w e l l s immediately a d j a c e n t 

4 t o r e l a t i v e l y poor w e l l s , the poor w e l l s being w e l l s 

5 ; t h a t , i n many cases, would not have been d r i l l e d had 

6 i t h a t p r o d u c t i o n been known beforehand. So t h e r e i s 

7 some s i g n i f i c a n t r e s e r v o i r r i s k i n v o l v e d from l o c a t i o n 

8 j t o l o c a t i o n . 

9 Those would be the reasons. 

10 Q. With respect t o the cost f o r s u p e r v i s i o n , 

11 what do you recommend i n t h a t regard? 

12 A. Aqain, our o p e r a t i n g agreement c a l l s f o r a 

13 d r i l l i n g w e l l overhead r a t e of $4,500 per w e l l , and an 

14 o p e r a t i n g overhead r a t e of $450 per w e l l . 

15 Q. Do you t h i n k these are reasonable charges? 

16 A. These charges are a p p r o x i m a t e l y average t o 

17 a p u b l i c a t i o n t h a t was made by Ernst & Whinney t h a t 

18 does the surveys of the e n t i r e c o u n t r y , and the San 

19 Juan Basin being p a r t of t h a t . These were about 

20 average f o r the San Juan Basin area. 

21 Q. Are you r e q u e s t i n g t h a t the order i n t h i s 

22 case be expedited? 

23 A. Yes, s i r , we ar e . We have a November 1 

24 d r i l l i n g co mm i t m e n t date t h a t i s as a r e s u l t of our 

25 farmout agreement. We have t o be spudded b e f o r e 

CUMBRE COURT REPORTING 
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1 November 1 on two w e l l s on t h i s p a r t i c u l a r f a r m o u t , of 

2 which t h i s would be one of those w e l l s , h o p e f u l l y . 

3 Q. Would the ot h e r w e l l be the west h a l f of 

4 Se c t i o n 10 which was a d v e r t i s e d as 9744? 

5 A. Yes, i t would. 

6 Q. I s i t your o p i n i o n t h a t the g r a n t i n g of 

7 t h i s a p p l i c a t i o n i s i n the i n t e r e s t s of c o n s e r v a t i o n , 

8 the p r e v e n t i o n of waste, and the p r o t e c t i o n of 

9 ; c o r r e l a t i v e r i g h t s ? 

10 A. Yes, i t i s. 

11 MR. LOPEZ: I have no f u r t h e r q u e s t i o n s of 

12 ; t h i s w i t n e s s , Mr. Examiner. 

13 DIRECT EXAMINATION 

14 : BY HEARING EXAMINER: 

15 Q. Mr. Adams, you mentioned something about, 

16 and can you g i v e me some f i g u r e s as t o 30 perc e n t of 

17 r e s e r v o i r r i s k , and was i t 25 percent mechanical? 

18 ; A. 25 percent mechanical, 75 percent 

19 r e s e r v o i r . 

20 HEARING EXAMINER: Thank you f o r c l a r i f y i n g 

21 t h a t f o r me, and I have no oth e r q u e s t i o n s of Mr. 

22 Adams at t h i s t i m e . 

23 Are t h e r e any oth e r q u e s t i o n s of t h i s 

24 witness? You may be excused. 

25 ! Mr. Lope z? 

CUMBRE COURT REPORTING 
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1 MR. LOPEZ: I ' d l i k e t o c a l l Mr. Roche. 

2 ; STEVE ROCHE, 

3 the wi t n e s s h e r e i n , a f t e r h a ving been f i r s t d u l y sworn 

4 i 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 : 

5 ; DIRECT EXAMINATION 

6 BY MR. LOPEZ: 

7 Q. Would you please s t a t e you name and where 

8 you r e s i d e . 

9 A. Steve Roche from Albuquerque, New Mexico. 

10 Q. What i s your o c c u p a t i o n , Mr. Roche? 

11 A. I am c o n s u l t a n t f o r Richmond Petroleum. 

12 Q. As a what? 

13 A. A c o n s u l t i n g landman. 

14 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 the 

15 Commission? 

16 A. I never have. 

17 Q. Would you t h e r e f o r e , b r i e f l y , e x p l a i n your 

18 e d u c a t i o n a l background and work experience? 

19 A. Okay. Graduated from F o r t Lewis College i n 

20 1974 i n bu s i n e s s ; 1978 I graduated from U n i v e r s i t y of 

21 New Mexico Law School. I s p e c i a l i z e d i n n a t u r a l 

22 resources law and American I n d i a n law. And f o r the 

23 past 11 y e a r s , I've worked as a landman f o r e i t h e r 

24 companies or on my own i n the San Juan Basin, 

25 p r i m a r i l y . 
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1 Q. Are you f a m i l i a r w i t h the a p p l i c a t i o n of 

2 Richmond Petroleum i n Case No. 9745? 

3 A. Ye s, I am . 

4 Q. Have you done e x t e n s i v e land work w i t h 

5 respect t o t h i s a p p l i c a t i o n ? 

6: A. Yes, I have. 

7 MR. LOPEZ: Would you consider the wi t n e s s 

8 q u a l i f i e d ? 

9 HEARING EXAMINER: Mr. Roche i s so 

10 q u a l i f i e d . 

11 Q. (BY MR. LOPEZ) Mr. Roche, have you had any 

12 c o n t a c t w i t h the Bureau of Reclamation w i t h respect t o 

13 t h i s a p p l i c a t i o n ? 

14 ' A. Yes, I have. I i n i t i a l l y made c o n t a c t 

15 September 8 t h , I b e l i e v e , w i t h the i n t e n t of t r y i n g t o 

16 get t h e i r o p i n i o n about a l o c a t i o n t o d r i l l i n the 

17 n o r t h e a s t n o r t h e a s t of 9 or the southeast southeast of 

18 9. I was encouraged --

19 Q. Why j u s t those two l o c a t i o n s , i f you can 

20 e x p l a i n ? 

21 A. That's j u s t about a l l t h e r e i s t h a t ' s not 

22 under water. That i s a l l t h e r e i s . 

23 Q. A l l r i g h t . Go ahead. 

24 A. Upon meeting -- I had an agreement t o meet 

25 ; Steve Sacks of the Bureau of Rec i n Durango on 
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1 November 8th at the l o c a t i o n . He was t h e r e , and he 

3 I r e c r e a t i o n a l d i r e c t o r , I b e l i e v e . I don't remember 

4 ' h i s name. They both met me on s i t e and discussed the 

5 ! p o s s i b i l i t y of a nonstandard l o c a t i o n up t h e r e . 

6; And at t h a t time he recommended the 

7 n o r t h e a s t n o r t h e a s t would be a b e t t e r l o c a t i o n than 

8 the southeast southeast because t h e r e ' s about 13 

9 a r c h e o l o g i c a l s i t e s t h a t he d i d n ' t want t o i n t e r f e r e 

10 w i t h or have a chance t o i n t e r f e r e w i t h on an i s l a n d 

11 1 i n the southeast s o u t h e a s t . 

12 We c h a r t e d out a p o s s i b l e road. My one 

13 concern about the n o r t h e a s t n o r t h e a s t l o c a t i o n , a f t e r 

14 going out t h e r e on s i t e , was co u l d we st a y above the 

15 h i g h water mark. 

16 And Steve knew the area l i k e the back of 

17 h i s hand. I co u l d d e s c r i b e i t from the map, and he 

18 a l r e a d y knew we coul d s t a y above the h i g h water mark. 

19 And so he wanted t o meet me out t h e r e and 

20 see i f we coul d have the l o c a t i o n s remain above the 

21 water and also have a road i n t o the area t h a t would 

22 also be above the water. We c h a r t e d one o u t . He 

2 3 recommended a l o c a t i o n . 

24 Upon h i s recommendation, we had i t sta k e d . 

25 And e s s e n t i a l l y what he s a i d was t h a t , i f we met the 
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1 1 s t i p u l a t i o n s t h a t h i s o f f i c e would have, he d i d n ' t see 

2 | any problem w i t h t h a t l o c a t i o n . 

3 Q. Could you d e s c r i b e some of the 

4 s t i p u l a t i o n s ? 

5 A. At t h a t time he s a i d the o n l y s t i p u l a t i o n 

6 t h a t he was w o r r i e d about -- w e l l , the one t h i n g he 

7 , d i d mention, the o n l y t h i n g we were w o r r i e d about at 

8 the time we l e f t was a cemetery. 

9 • You can see t h a t r e f l e c t e d on your map 

10 t h e r e , the "CEM." We've come t o f i n d out t h a t the 

11 Bureau of Rec d i d move t h a t cemetary. And the o n l y 

12 ; s t i p u l a t i o n t h a t he mentioned t o me at t h a t time was 

13 the p i t s . 

14 He s a i d t h a t we would have t o do a double 

15 l i n e of p i t . I s a i d I d i d n ' t t h i n k t h a t would be a 

16 problem. The on l y o t h e r s t i p u l a t i o n s he s a i d was f o r 

17 p i p e l i n e s ; we would have t o go t o the Corps of 

18 Engineers i n Albuquerque f i r s t b e f o r e we c o u l d get 

19 a p p r o v a l . 

20 Q. To your knowledge, i s the A p p l i c a n t , 

21 Richmond Petroleum, w i l l i n g t o meet the s t i p u l a t i o n s 

22 of the Bureau of Rec? 

23 A. Yes, we ar e . What we d i d , we had one oth e r 

24 meeting w i t h the Bureau of Rec i n Durango. Steve had 

25 ! an e n v i r o n m e n t a l i s t t a l k t o us up t h e r e . 
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1 We t o l d him at t h i s time -- we had a r e a l 
i 

2 ! good r e l a t i o n s h i p w i t h him. I t o l d him Richmond was 

3 w i l l i n g t o work w i t h him t o do whatever we needed t o 

4 i do t o get the l o c a t i o n approved. 

5 j So I went up t h e r e again the f o l l o w i n g week 

6 | and sat down w i t h him. He had s a i d t h e r e might be a 

7 need f o r a cl o s e d p i t system. We would r a t h e r not do 

8 1 the c l o s e d system; so we prepared a p r e s e n t a t i o n . 

9 I went up t h e r e w i t h S t u a r t S t r o u d , who i s 

10 an e n v i r o n m e n t a l i s t out of Co r t e z , Colorado, and he 

11 • does an e x c e p t i o n on the l i n e r f o r the mining 

12 : i n d u s t r y , which i s way above what they now have i n the 

13 San Juan Basin. 

14 So we went up t h e r e i n the compromise 

15 p o s i t i o n t o get the open p i t s i t u a t i o n r a t h e r than the 

16 ; c l o s e d p i t s i t u a t i o n and had a r e a l f a v o r a b l e meeting 

17 ; w i t h Steve and the e n v i r o n m e n t a l head of the whole 

18 \ Durango o f f i c e . 

19 E s s e n t i a l l y what Steve t o l d us then was 

20 t h a t i f we coul d meet e v e r y t h i n g we s a i d we co u l d do 

21 and put i t i n a format w i t h the a p p l i c a t i o n , t h a t he 

22 and the e n v i r o n m e n t a l guy c o u l d n ' t see a problem, and 

23 S a l t Lake C i t y would be the a p p r o v i n g o f f i c e f o r t h i s 

24 ; t h i n g , but they were v e r y p o s i t i v e t h a t we had gone t o 

25 t h i s e x t r a -- I guess gone t o a l i t t l e b i t more than 

CUMBRE COURT REPORTING 
(505) 984-2244 



20 

1 what the ot h e r companies had done. 

2 ; Q. Does t h a t conclude your t e s t i m o n y ? 

3 A. Other than Steve had t o l d me he would be 

4 here today. I thought he was going t o come and be a t 

5 : the h e a r i n g . And then I t a l k e d t o him y e s t e r d a y , and 

6 i he s a i d he c o u l d n ' t make i t . 

7 MR. LOPEZ: I have no f u r t h e r q u e s t i o n s of 

8 t h i s w i t n e s s . 

9 HEARING EXAMINER: Thank you, Mr. Lopez 

10 DIRECT EXAMINATION 

11 BY HEARING EXAMINER: 

12 ; Q. Mr. Roche, what i s the a c t u a l l o c a t i o n of 

13 t h i s w e l l b o r e t h a t you propose t h a t shows up on the 

14 C-101 and C-102 and al s o the a p p l i c a t i o n f i l e d w i t h 

15 the Bureau of Reclamation? 

16 A. I don't know the exact numbers. I don't 

17 i have those i n f r o n t of me. 

18 360 from the n o r t h and 120 from the e a s t . 

19 The reason f o r t h a t , Mr. Stogner, i s , i f 

20 you can see on the map t h e r e -- have you got the map 

21 i n f r o n t of you? 

22 Q. Yes, I do. 

23 A. There's o n l y one way i n . I t ' s t h r o u g h the 

24 west h a l f of 10. Mr. Sacks w i t h the Bureau of Rec 

25 ! recommended t h a t we move the roads. That low area, 
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1 t h a t h a c h u r e - l i n e area, we need t o keep i t along the 

2 ' n o r t h e r n border of t h a t i s what he recommended t o st a y 

3 ; above the sagebrush and the h i g h water l i n e . 

4 So he recommended we move the road a l l the 

5 way up on the n o r t h l i n e and come down t o the n o r t h 

6 side of t h a t l i t t l e p l a t e a u where t h a t cemetery i s . 

7 So b a s i c a l l y what I d i d i s l e t him t e l l me where he 

8 wanted i t , and we surveyed i t i n based on h i s 

9 : recommendation. 

10 Q. How was i t surveyed? 

11 A. Surveying company out of Cortez t h a t d i d 

12 i t . I don't remember t h e i r name. 

13 Q. Did you f i l e a subsequent C-102 w i t h the 

14 Aztec o f f i c e , showing t h a t w i t h t h e i r s i g n a t u r e and 

15 • t h e i r landman's seal of app r o v a l on i t ? 

16 A. B r i a n Wood of Permits West took care of 

17 t h a t l o c a t i o n . 

18 Q. Do you have a copy of those documents? 

19 A. I do not have a copy w i t h me, no. 

20 Q. Do you know i f t h a t was a c t u a l l y surveyed 

21 or not? 

22 A. Y e s , i t was. 

23 Q. Has an o f f i c i a l form been f i l e d , I guess 

24 Form UC 1378 A p p l i c a t i o n , w i t h the Bureau of Rec? 

25 A. Our meeting was l a s t week i n Durango w i t h 
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1 the e n v i r o n m e n t a l guy, and due t o the e x t r a 

2 : documentation and the e x t r a r e p o r t t h a t we have t o 

3 f i l e w i t h t h a t , S t u a r t Stroud has t o f u r n i s h us a 

4 s p e c i a l r e p o r t d e s c r i b i n g a l l h i s l i n e r s . 

5 We're doing an e x t e n s i v e p i t system w i t h a 

6 back-up p i t system. A l l t h a t s t u f f was by 

7 recommendation of Steve and the e n v i r o n m e n t a l guy. He 

8 s a i d , "That's what you're going t o have t o do t o 

9 s a t i s f y our people." 

10 And so they made recommendations, and 

11 b a s i c a l l y we're f o l l o w i n g them. 

12 ; Q. Has an o f f i c i a l , o n - s i t e i n s p e c t i o n of t h i s 

13 l o c a t i o n w i t h your company and the other agencies, 

14 i n c l u d i n g the Bureau of Reclamation, been done t o 

15 date? 

16 A. Not an o f f i c i a l one because t h a t ' s done 

17 a f t e r a p p l y i n g w i t h the Bureau of Rec. 

18 An u n o f f i c i a l o n - s i t e has been done by me 

19 t w i c e , by Permits West once, B r i a n Wood, and my s e l f ; 

20 • the second w i t h Steve Sacks and h i s oth e r Bureau of 

21 Rec guy. 

22 Q. Do you know what o t h e r agencies, f e d e r a l 

23 , and s t a t e , w i l l be i n v o l v e d i n the o f f i c i a l , o n - s i t e 

24 i n s p e c t i o n ? 

25 ; A. Yes, s i r . I t w i l l be Game and F i s h . I t 
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1 w i l l be Corps of Engineers. I t w i l l be State Parks 

2 i and Bureau of Rec. 

3 i Q. I b e l i e v e the OCD Aztec o f f i c e ? 

4 A. And the OCD, r i g h t . 

5 Q. A f t e r the o f f i c i a l o n - s i t e i n s p e c t i o n i s 

6 j done, what i s your u n d e r s t a n d i n g of the next step w i t h 

7 the Bureau of Reclamation approval? 

8 ; A. One reason why i t ' s taken so long i s , we 
i 

9 i have t o go t o the Corps of Engineers f i r s t . They're 

10 k i n d of the c o o r d i n a t i n g agency up t h e r e f o r a l l these 

11 d i f f e r e n t p r o j e c t s . And once we get t h e i r a p p r o v a l , 

12 ! and they t e l l us what k i n d of format we need t o 

13 : f o l l o w , then Bureau of Rec w i l l a c t . Together w i t h 

14 t h a t , we have t o get t h a t e x t r a r e p o r t . 

15 We'll have the o n - s i t e , and then the 

16 paperwork w i l l be recommended i n Durango and sent t o 

17 S a l t Lake C i t y . 

18 Steve Sacks and h i s e n v i r o n m e n t a l guy, 

19 a f t e r we worked out t h i s deal i n Durango, he s a i d t h a t 

20 he would recommend a p p r o v a l . I f he was s a t i s f i e d w i t h 

21 the p i t l i n i n g , which we have documentation t h a t we 

22 gave him, and the back-up p i t system, he would 

23 recommend -- i t ' s r e a l l y an e x c e p t i o n t o the r u l e t h a t 

24 they g e n e r a l l y use up t h e r e because we're going the 

25 e x t r a step above what the normal standard i s i n t h a t 
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1 area. 

2 Q. Could i t be f o r e s e e a b l e t h a t the w e l l s i t e 

3 c o u l d be somewhat d i f f e r e n t than what you have s t a t e d 

4 i n your a p p l i c a t i o n today? A f t e r t h i s procedure, 

5 ' c o u l d i t be f o r e s e e a b l e t h a t one of the agencies 

6 i n v o l v e d might suggest moving i t 10, 20, 30 f e e t i n 

7 some d i r e c t i o n ? 

8 A. I don't t h i n k so because t h a t ' s why I took 

9 Steve out t h e r e . Steve i s the p r i m a r y s u r f a c e --

10 i w e l l , he's the s u r f a c e owner and i n c o n t r o l of the 
i 

11 s u r f a c e . That's the reason why, i n working out the 

12 ; deal w i t h M e r i d i a n , b e f o r e I t r i e d t o work out the 

13 deal w i t h M e r i d i a n , I went up t h e r e t o make sure the 

14 Bureau of Rec would support me on t h i s l o c a t i o n . 

15 Once I d i d t h a t , the next day I went and 

16 i saw M e r i d i a n i n order t o work out t h i s whole s e c t i o n . 

17 So Steve was s u p p o r t i v e enough and sure enough as t o 

18 ; where he wanted t h a t l o c a t i o n . So I f e e l l i k e t h a t ' s 

19 where i t ' s going t o be. 

20 We don't have a h e l l of a l o t of -- excuse 

21 me. We don't have a heck of a l o t of l o c a t i o n t o work 

22 w i t h . So Steve -- we were out t h e r e f o r two hours 

23 w a l k i n g a l l over the area. We were w a l k i n g the area 

24 out i n r e l a t i o n t o where we thought the cemetery was, 

25 i n r e l a t i o n t o where the drainage would be, because 
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1 t h e r e ' s drainage on the back s i d e of t h i s t h i n g t o o . 

2 So we were out t h e r e q u i t e a w h i l e . 

3 Q. But w i t h the a p p l i c a t i o n of where i t sets 

4 , now, might t h e r e be a p o s s i b i l i t y t h a t the l o c a t i o n 

5 ; c o u l d be somewhat d i f f e r e n t ? So f a r you have g o t t e n 

6 i an u n o f f i c i a l recommendation or an u n o f f i c i a l okay 

7 from the Bureau of Rec? 

8 A. R i g h t . 

9 | Q. But i f i t would be p o s s i b l e or i f i t was 

10 recommended by one of the o t h e r agencies t o move i t or 

11 ! set i t somewhere e l s e , could t h a t p o s s i b l y be i n a 

12 I d i r e c t i o n t h a t i s l e s s unorthodox than t h i s p a r t i c u l a r 

13 i l o c a t i o n , j u s t by a few f e e t , as long as i t ' s w i t h i n 

14 the h i g h water mark? 

15 A. I t would be l e s s unorthodox, yes. 

16 Q. So any order issued i n t h a t should maybe 

17 ; p r o v i d e t h a t a w e l l l o c a t i o n be no more unorthodox 

18 than what you're asking? 

19 A. Y e s , s i r . 

20 Q. But w i t h i n the h i g h water mark as shown i n 

21 the n o r t h e a s t q u a r t e r - n o r t h e a s t q u a r t e r ? 

22 A. That would be r i g h t . 

23 Q. That way t h e r e would be some leeway? 

24 A. Yes. 

25 Q. Has t h e r e been a study or an economic 
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1 e v a l u a t i o n made of why a w e l l c o u l d not be 

2 d i r e c t i o n a l l y d r i l l e d from the s u r f a c e l o c a t i o n t o an 

3 ' orthodox l o c a t i o n pursuant t o the F r u i t l a n d Basin c o a l 

4 gas pool r u l e s ? 

5 A. I t h i n k Mr. Adams has some AFE's where 

6 we've done some economic e v a l u a t i o n , and i t shows 

7 e s s e n t i a l l y we're t a l k i n g $300,000 t o $400,000 more t o 

8 ' do t h a t . 

9 1 MR. LOPEZ: I f I may i n t e r j e c t , Mr. 

10 ' Examiner, I d i d n ' t put on t h a t evidence today because 

11 ^ i t was put on a t the September 6 t h h e a r i n g p r e t t y much 

12 at l e n q t h , but I can r e c a l l Mr. Adams who can e x p l a i n 
i 

13 what the AFE would show f o r a d i r e c t i o n a l l y d r i l l e d 

14 w e l l . 

15 HEARING EXAMINER: Help me o u t , Mr. Lopez. 

16 I remember t h e r e was some d i r e c t i o n a l c o s t , but was 

17 i t h i s cost s p e c i f i c t o t h i s p a r t i c u l a r case, or was i t 

18 ; one of the other two cases? 

19 I remember t h a t a l l t h r e e of the cases were 

20 c o n s o l i d a t e d at t h a t t i m e ; so the evidence which Mr. 

21 Adams gave me i n the September 6 h e a r i n g c o u l d apply 

22 f o r a d i r e c t i o n a l l y d r i l l e d w e l l i n t h i s area? 

23 MR. LOPEZ: That was my un d e r s t a n d i n g and 

24 c o n t i n u e s t o be. 

25 HEARING EXAMINER: I n t h a t case, I have no 
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1 other q u e s t i o n s of Mr. Roche. 

2 ! I b e l i e v e the t e s t i m o n y which we r e c e i v e d 
i 

3 on September 9 t h f o r the d i r e c t i o n a l d r i l l i n g should 

4 be adequate, and I have no ot h e r q u e s t i o n s of him 
i 

5 e i t h e r . 

6 i I s t h e r e a n y t h i n g f u r t h e r i n t h i s case, Mr. 

7 Lopez? 

8 | MR. LOPEZ: No, Mr. Examiner. 

9 ' HEARING EXAMINER: Does anybody el s e have 

10 a n y t h i n g f u r t h e r i n t h i s case? 

11 Case No. 9745 w i l l be taken under 

12 advisement . 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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