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1 HEARING EXAMINER: A t t h i s t i m e w e ' l l c a l l 

2 Case 9815. 

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

4 Eneray O p e r a t i n a P a r t n e r s , L.P., f o r c o m p u l s o r y 

5 p o o l i n a , Lea Coun t y , New M e x i c o . 

6 HEARING EXAMINER: Are t h e r e a p p e a r a n c e s i n 

7 t h i s case? 

8 MR. BRUCE: Mr. Ex a m i n e r , my name i s Jim 

9 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 

10 r e p r e s e n t i n a 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 

11 t o b e sworn. 

12 HEARING EXAMINER: Any o t h e r a p p e a r a n c e s ? 

13 ( W i t n e s s e s sworn.) 

14 GARY GREEN, 

15 t h e w i t n e s s h e r e i n , a f t e r h a v i n q been f i r s t d u l y sworn 

16 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 : 

17 DIRECT EXAMINATION 

18 BY MR. BRUCE: 

19 Q. Mr. Green, would you p l e a s e s t a t e y o u r f u l l 

20 name and yo u r c i t y o f r e s i d e n c e . 

21 A. My name i s Gary Green. I l i v e i n M i d l a n d , 

22 Texas. 

2 3 0- Who are you employed by and i n what 

24 c a p a c i t y ? 

25 A. I'm employed by Santa Fe Eneray O p e r a t i n g 
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1 P a r t n e r s , L.P., as a landman. 

2 0. 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 

3 OCD as a landman and had your c r e d e n t i a l s a c c e p t e d as 

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

5 A. Yes, I have . 

6 p. 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 

7 i n v o l v e d i n Case 9815? 

8 A . Yes , I am. 

9 MR. BRUCE: Mr. Exa m i n e r , i s t h e w i t n e s s 

10 a c c e p t a b l e ? 

11 HEARING EXAMINER: Yes, s i r . 

12 C. (BY MR. BRUCE) Mr. Green, w o u l d you p l e a s e 

13 s t a t e b r i e f l y what Santa Fe seeks i n t h i s 

14 a p p l i c a t i o n . 

15 A. Santa Fe Eneray O p e r a t i n g P a r t n e r s , L.P., 

16 seeks an o r d e r p o o l i n a a l l m i n e r a l i n t e r e s t s f r o m t h e 

17 s u r f a c e t o t h e base o f t h e Morrow f o r m a t i o n u n d e r l y i n a 

18 t h e west h a l f o f S e c t i o n 16, Township 21 S o u t h , Ranoe 

19 35 E a s t , i n Lea Co u n t y , New M e x i c o , t o f o r m a 

20 s t a n d a r d , 3 2 0 - a c r e aas s p a c i n a p r o r a t i o n u n i t . The 

21 u n i t w i l l be d e d i c a t e d t o a w e l l l o c a t e d a t a s t a n d a r d 

22 l o c a t i o n . 

23 Santa Fe a l s o r e q u e s t s c o n s i d e r a t i o n o f 

24 c o s t s o f d r i l l i n a and c o m p l e t i n g t h e w e l l , a l l o c a t i o n 

25 o f t h e c o s t as w e l l as t h e a c t u a l o p e r a t i n g c o s t s , and 
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1 c h a r o e s f o r s u p e r v i s i o n . Santa Fe asks t h a t i t be 

2 d e s i a n a t e d as o p e r a t o r o f t h e w e l l , and t h a t i t s 

3 c h e r a e f o r t h e r i s k i n v o l v e d i n d r i l l i n a t h e w e l l be 

4 a s s e s s e d . 

5 0- Would you p l e a s e r e f e r t o E x h i b i t No. 1 and 

6 d e s c r i b e i t b r i e f l y . 

7 A. E x h i b i t No. 1 i s a l a n d p l a t t h a t i n d i c a t e s 

8 t h e west h a l f o f S e c t i o n 16, Township 21 S o u t h , Range 

9 35 E a s t , Lea Co u n t y , New M e x i c o , t o be t h e p r o p o s e d 

10 s p a c i n a u n i t . I t a l s o i n d i c a t e s t h e l o c a t i o n o f t h e 

11 p r o p o s e d w e l l , b e i n a 1980 f r o m t h e n o r t h l i n e and 660 

12 f r o m t h e west l i n e o f S e c t i o n 16. 

13 The acr e a g e t h a t i s c o l o r e d i n y e l l o w 

14 i n d i c a t e s Santa Fe's acr e a o e p o s i t i o n i n t h i s 

15 p r o s p e c t . 

16 0 . Who a r e t h e i n t e r e s t owners t h a t Santa Fe 

17 seeks t o p o o l i n t o t h i s w e l l ? 

18 A. Santa Fe seeks t o p o o l Chevron USA I n c . 

19 0. T h a t ' s t h e o n l y one? 

2 0 A. Yes. 

21 0. W i l l you p l e a s e d e s c r i b e y o u r e f f o r t s t o 

22 g e t t h e s e t h i s i n t e r e s t owner t o j o i n i n t h e w e l l ? 

23 And I r e f e r you t o E x h i b i t 2. 

24 A. E x h i b i t 2 i s a l e t t e r d a t e d O c t o b e r 19, 

25 1989, whereby Santa Fe p r o p o s e d t o Chevron t o j o i n i n 
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1 t h e d r i l l i n a o f t h i s w e l l on a f a r m o u t under 

2 r e a s o n a b l e t e r m s . 

3 A l s o , i n d i c a t e d i n my l e t t e r , Santa Fe 

4 a c q u i r e d t h i s p r o s p e c t t h r o u a h a t h i r d - p a r t y , 

5 P e t r o O u e s t . Santa Fe had r e q u e s t e d P e t r o Q u e s t t o 

6 c o n t i n u e t o n e g o t i a t e w i t h Chevron t o a c q u i r e 

7 a c c e p t a b l e t e r m s under f a r m o u t or j o i n . That began i n 

8 F e b r u a r y o f 1989 and c o n t i n u e d t o t h e p r e s e n t t i m e . 

9 0- So P e t r o Q u e s t , who you a c q u i r e d c e r t a i n 

10 e c r e a a e f r o m , s t a r t e d n e g o t i a t i o n s w i t h Chevron i n 

11 F e b r u a r y ; i s t h a t c o r r e c t ? 

12 A. Yes, s i r , t h e y d i d . 

13 0. And what p e r c e n t o f t h e p r o p o s e d u n i t i s 

14 c u r r e n t l y c o m m i t t e d t o t h e w e l l ? 

15 A. 50 p e r c e n t . 

16 0. W i l l you p l e a s e now r e f e r t o E x h i b i t No. 3 

17 and d i s c u s s t h e c o s t o f t h e w e l l . 

18 A. E x h i b i t No. 3 i s t h e Santa Fe Eneray 

19 Company a e n e r a l i z e d w e l l c o s t e s t i m a t e . I t p r o v i d e s a 

20 d r y h o l e c o s t o f $881,255, a c o m p l e t e d c o s t o f 

21 $1,114,745. 

22 Q. I s t h i s c o s t i n l i n e w i t h t h o s e n o r m a l l y 

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

24 area o f Lea County? 

25 A. Yes, t h e y a r e . 
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1 0. Do you have a rec o m m e n d a t i o n as t o t h e 

2 amount w h i c h Santa Fe s h o u l d be p a i d f o r s u p e r v i s i o n 

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

4 A. Yes, I do. Santa Fe wou l d r e q u e s t t h a t 

5 t h e y be p a i d $5,000 per month be a l l o w e d f o r d r i l l i n g 

6 w e l l r a t e and $500 per month f o r p r o d u c i n g w e l l r a t e . 

7 P. I s t h i s i n l i n e w i t h t h e c h a r a e s s e t f o r t h 

8 i n t h e a n n u a l E r n s t & Whinney s u r v e y s ? 

9 A. Yes, t h e y a r e . 

10 0. Are t h e s e amounts i n l i n e w i t h amounts 

11 n o r m a l l y c h a r a e d by Santa Fe and o t h e r o p e r a t o r s f o r 

12 w e l l s o f t h i s t y p e i n t h i s area? 

13 A. Yes, t h e y a r e . 

14 0. What p e n a l t y do you recommend a g a i n s t t h e 

15 n o n c o n s e n t i n g i n t e r e s t owners? 

16 A. Santa Fe recommends c o s t p l u s 200 p e r c e n t . 

17 p. I s t h i s commonly used i n o p e r a t i n g 

18 acreements used by Santa Fe i n New Mexico? 

19 A. Yes . 

20 0. Were a l l i n t e r e s t e d p a r t i e s n o t i f i e d o f 

21 t h i s h e a r i n a ? 

22 A. Yes, t h e y were. 

23 p. I s t h a t l e t t e r o f n o t i c e s u b m i t t e d as 

24 E x h i b i t No. 4? 

25 A. Yes, i t i s . 
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1 Q. Were E x h i b i t s 1 t h r o u g h 4 p r e p a r e d by you 

2 or c o m p i l e d f r o m company r e c o r d s ? 

3 A. Yes , t h e y were. 

4 0 . I n your o p i n i o n , w i l l t h e g r a n t i n g o f t h i s 

5 a p p l i c a t i o n be 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 and 

6 t h e p r e v e n t i o n o f waste? 

7 A. Yes, i t w i l l . 

8 MR. BRUCE: Mr. Ex a m i n e r , I move t h e 

9 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 a h 4. 

10 HEARING EXAMINER: E x h i b i t s 1 t h r o u a h 4 

11 w i l l be a d m i t t e d as e v i d e n c e . 

12 MR. BRUCE: Pass t h e w i t n e s s . 

13 MR. STOVALL: Mr. Exa m i n e r , I have a c o u p l e 

14 o f q u e s t i o n s o f t h e w i t n e s s . 

15 CROSS-EXAMINATION 

16 BY MR. STOVALL: 

17 0. E x h i b i t No. 2 i n d i c a t e s t h a t Santa Fe 

18 Energy has had a s i n a l e c o r r e s p o n d e n c e w i t h C h e v r o n , 

19 a s k i n a them t o e i t h e r j o i n or f a r m o u t on your t e r m s . 

20 Have you had any response t o t h a t ? 

21 A. I have -- i n a d d i t i o n t o t h i s , I ' v e had a 

22 number o f phone c o n v e r s a t i o n s w i t h Chevron employees 

23 i n M i d l a n d and i n H o u s t o n . The l a t e s t r e s p o n s e , t h a t 

24 t h i s p r o p o s a l i s c u r r e n t l y under c o n s i d e r a t i o n by 

25 upper management. T h a t ' s where we're a t r i g h t now. 
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1 o. Do you have any i n d i c a t i o n o f what 

2 Chevron 1 s p o s s i b l e or p r o b a b l e p o s i t i o n mictht be i n 

3 t h i s ? 

4 A . Yes. Chevron has i n d i c a t e d as f a r back as 

5 J u l y t h a t t h e y would n o t p a r t i c i p a t e i n t h e d r i l l i n g 

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

7 i n t e r e s t under t e r m s t h a t were u n a c c e p t a b l e t o Santa 

8 Fe and Pet roOuest a t t h a t t i m e . 

9 C . D i d t h e y make any f o r m a l f a r m - o u t o f f e r t o 

10 you? 

11 A . Yes, t h e y d i d . 

12 0. I s i t a w r i t t e n o f f e r ? 

13 A . Yes , i t i s . 

14 0. Would i t p o s s i b l e t o s u b m i t t h a t as an 

15 e x h i b i t ? 

16 A . Yes, s i r . 

17 MR. BRUCE: ( I n d i c a t i n g . ) 

18 Q. (BY MR. STOVALL) What we're s u b m i t t i n g now 

19 i s a l e t t e r d a t e d J u l y 17, 89, f r o m Chevron t o 

20 P e t r o O u e s t E x p l o r a t i o n ; i s t h a t c o r r e c t ? 

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

22 o. I t ' s been marked as E x h i b i t 2-A by Mr. 

23 Bruce? 

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

25 MR. STOVALL: I f I may, Mr. B r u c e , j u s t f o r 
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1 e f f i c i e n c y , you are o f f e r i n a t h i s i n t o e v i d e n c e ; i s 

2 t h a t c o r r e c t ? 

3 MR. BRUCE: Yes, s i r , Mr. S t o v a l l . 

4 0. (BY MR. STOVALL) I t r e f e r e n c e s , I assume, 

5 a P e t r o Q u e s t l e t t e r o f F e b r u a r y 13, 89; i s t h a t 

6 c o r r e c t ? 

7 A. Yes. 

8 0. So, p r e s u m a b l y , P e t r o Q u e s t has p r e v i o u s l y 

9 a t t e m p t e d t o n e g o t i a t e w i t h Chevron? 

10 A. Yes, t h e y have, s i n c e F e b r u a r y 13, 1989. 

11 0. When d i d you a c q u i r e t h e p r o s p e c t f r o m 

12 P e t r o Q u e s t ? 

13 A. I n June o f 89. 

14 Q. And you were aware o f t h e s e n e g o t i a t i o n s a t 

15 t h a t t i m e ? 

16 A. Yes, we were. At t h a t t i m e we asked 

17 P e t r o Q u e s t t o c o n t i n u e t o n e a o t i a t e w i t h Chevron t o 

18 a c q u i r e f a r m o u t or j o i n d e r . 

19 MR. STOVALL: I have no f u r t h e r q u e s t i o n s . 

2 0 MR. BRUCE: I f I c o u l d ask one. 

21 REDIRECT EXAMINATION 

22 BY MR. BRUCE: 

23 Q. I f I c o u l d j u s t ask Mr. Green t o d i s c u s s 

24 t h e te r m s o f t h e Chevron o f f e r c o n t a i n e d i n t h a t 

25 l e t t e r , and why t h e y were n o t a c c e p t a b l e . 
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1 A . Chevron p r o p o s e d t h a t t h e y r e t a i n a 12-1/2 

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

3 e s c a l a t e t h e i r o v e r r i d e t o a 17-1/2 p e r c e n t o v e r r i d e 

4 or a 50 p e r c e n t b a c k - i n w o r k i n q i n t e r e s t . 

5 0. What i s a common b a c k - i n i n t h i s area t h a t 

6 you've been d e a l i n a w i t h ? 

7 A. I n t h i s area f o r w e l l s o f t h i s d e p t h , i t ' s 

8 v e r y common t o d e l i v e r a 75 p e r c e n t n e t revenue l e a s e 

9 w i t h a 25 p e r c e n t b a c k - i n w o r k i n q i n t e r e s t , w i t h t h e 

10 o p t i o n t o c o n v e r t . 

11 CROSS-EXAMINATION 

12 BY HEARING EXAMINER: 

13 C. I t ' s your o p i n i o n t h e o f f e r you made t o 

14 Chevron was f a i r and r e a s o n a b l e ? 

15 A. Very f a i r and r e a s o n a b l e . We o b t a i n e d 

16 f a r m o u t f r o m o t h e r p a r t i e s i n t h e area under t h e t e r m s 

17 t h a t we have r e q u e s t e d Chevron p a r t i c i p a t e . 

18 0. Has Santa Fe d r i l l e d a Morrow t e s t or a 

19 Morrow w e l l i n t h i s area? 

20 A. Santa Fe i s c u r r e n t l y d r i l l i n a a w e l l 

21 l o c a t e d i n t h e e a s t h a l f o f S e c t i o n 16 a t a l o c a t i o n 

22 1,980 f r o m t h e n o r t h and 1,980 fr o m t h e e a s t l i n e o f 

23 S e c t i o n 16. That w e l l i s c u r r e n t l y d r i l l i n g . 

24 0. So you've a o t a aood h a n d l e on t h e c o s t s ? 

25 A. Y e s , s i r . 
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1 0- And t h e o v e r h e a d r a t e s as w e l l ? 

2 A. Yes, s i r . 

3 HEARING EXAMINER: I have no f u r t h e r 

4 q u e s t i o n s o f t h e w i t n e s s . 

5 ROBERT C. SEILER, 

6 t h e w i t n e s s h e r e i n , a f t e r h a v i n a been f i r s t d u l y sworn 

7 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 : 

8 DIRECT EXAMINATION 

9 BY MR. BRUCE: 

10 Q. Would you s t a t e y o u r name and where you 

11 r e s i d e , p l e a s e . 

12 A. My name i s R o b e r t C. S e i l e r . I r e s i d e i n 

13 M i d l a n d , Texas. 

14 Q. Who a r e you employed by and i n what 

15 c a p a c i t y ? 

16 A. I'm employed by Santa Fe Eneray O p e r a t i n g 

17 P a r t n e r s , L.P., and I'm s e n i o r s t a f f G e o l o g i s t . 

18 0. 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 

19 OCD? 

20 A. I h a v e . 

21 0. As a o e o l o o i s t ? 

2 2 A. Yes. 

23 Q. Are you f a m i l i a r w i t h t h e g e o l o a i c a l 

24 m a t t e r s i n v o l v e d i n t h i s case? 

2 5 A. I a m . 
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1 MR. BRUCE: Mr. Exa m i n e r , i s t h e w i t n e s s 

2 a c c e p t a b l e ? 

3 HEARING EXAMINER: He i s . What was h i s 

4 l a s t name a a a i n ? 

5 THE WITNESS: S e i l e r , S - e - i - l - e - r . 

6 HEARING EXAMINER: Thank y o u . 

7 0- (BY MR. BRUCE) Mr. S e i l e r , w o u l d you 

8 p l e a s e r e f e r t o Santa Fe 1 s E x h i b i t No. 5 and d i s c u s s 

9 i t f o r t h e e x a m i n e r . 

10 A. E x h i b i t No. 5 i s a 1 t o 2,000 --

11 a p p r o x i m a t e 1 t o 2,000 s c a l e map o f t h e s u b j e c t a r e a . 

12 I t i s a n e t sand i s o p a c h map w i t h p r o d u c t i o n d a t a f o r 

13 t h e e x i s t i n a Morrow w e l l s . 

14 The c o n t o u r s a r e drawn on what's c a l l e d t h e 

15 South Osudo Fan, w h i c h i s a Morrow u n i t or a u n i t 

16 w i t h i n t h e Morrow. 

17 The c o n t o u r i n t e r v a l i s somewhat v a r i a b l e , 

18 as i s i n d i c a t e d . I t ooes up -- t h e sand d e p o s i t 

19 exceeds 50 f e e t . 

20 The d i s p l a y a l s o i n d i c a t e s t h e p r o d u c i n g 

21 Morrow w e l l s i n r e d , as i n d i c a t e d w i t h t h e i r 

22 a s s o c i a t e d p r o d u c t i o n , as keyed i n t h e l e g e n d . I t 

23 shows t h e p r o r a t i o n u n i t , our p r o p o s e d l o c a t i o n , and 

24 a l s o t h e d r i l l i n a w e l l t h a t was r e f e r r e d t o by Mr. 

25 Green i n t h e e a s t h a l f o f S e c t i o n 16. 
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1 Q. Would you p l e a s e r e f e r t o E x h i b i t 6 and 

2 d e s c r i b e t h a t . 

3 A . E x h i b i t 6 i s a s t r u c t u r e map o f t h i s same 

4 a r e a . The map i s drawn on t h e t o p o f t h e Morrow 

5 e l a s t i c s . The c o n t o u r i n t e r v a l i s 100 f e e t . I t 

6 i n d i c a t e s a g e n e r a l d i p o f 2 t o 3 d e c r e e s a e n e r a l l y t o 

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

8 Shown on t o p o f i t i n c o l o r b a n d i n g i s t h e 

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

10 E x h i b i t No. 5. 

11 I s h o u l d p o i n t o u t a l s o on E x h i b i t 5 a r e 

12 two dashed l i n e s . One i s i n d i c a t e d as t h e l o w e s t 

13 known oas seen a t an e l e v a t i o n o f minus 8398 i n t h e 

14 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 o f S e c t i o n 15, and a l s o 

15 a dashed l i n e t h a t ' s t h e h i a h e s t known w a t e r a t an 

16 e l e v a t i o n o f minus 8522, seen i n t h e w e l l i n t h e 

17 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 19. And t h o s e l i n e s a r e 

18 b r o u g h t over f r o m t h e s t r u c t u r e map, o f c o u r s e . 

19 0- And r e f e r r i n a t o E x h i b i t 7, wou l d you 

20 d e s c r i b e i t s c o n t e n t s , p l e a s e . 

21 A. Seven i s a s t r u c t u r a l c r o s s - s e c t i o n t h a t ' s 

22 keyed back t o t h e two p r e v i o u s d i s p l a y s , c r o s s - s e c t i o n 

23 A-A', b a s i c a l l y n o r t h w e s t t o s o u t h e a s t . I t passes 

24 t h r o u a h t h r e e w e l l s as w e l l as our p r o p o s e d l o c a t i o n 

25 i n t h e west h a l f o f S e c t i o n 16. 
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1 I n d i c a t e d on t h e c r o s s - se c t i on h i a h l i c r h t e d 

2 i n y e l l o w i s t h e South Osudo Fan. Shown i n t h e second 

3 w e l l f r o m t h e r i g h t , t h e Amerada Hess S t a t e W.E.K. No. 

4 1 , are r e d p e r f o r a t i o n s w i t h i n t h i s f a n i n t e r v a l . 

5 T h i s i s t h e p r i m a r y o b j e c t i v e o f our p r o s p e c t . I n 

6 t h a t p a r t i c u l a r w e l l , t h e sand has cum'd 6.2 Bcf and 

7 129,000 b a r r e l s o f c o n d e n s a t e . I t i s now on i t s l a s t 

8 l e g s . The l a s t m o n t h l y r a t e showed a d a i l y r a t e 

9 average o f o n l y 6 Mcf a day. 

10 p. The n e a r e s t Morrow w e l l s a r e t h e Amerada 

11 w e l l and t h e n t h e w e l l t o t h e west i n S e c t i o n 17; i s 

12 t h a t c o r r e c t ? 

13 A. Yes, s i r , p r o d u c i n a . 

14 p. And Santa Fe's w e l l on t h e e a s t h a l f o f 

15 S e c t i o n 16 i s s t i l l d r i l l i n a , and i t i s n o t c o m p l e t e d 

16 a t t h i s t i m e ? 

17 A. C o r r e c t . I t ' s d r i l l i n a b e l o w 5,100 f e e t a t 

18 t h i s t i m e . 

19 P. I n your o p i n i o n , what p e n a l t i e s s h o u l d be 

20 assessed a g a i n s t t h e n o n c o n s e n t i n g i n t e r e s t owner? 

21 A. I t i s my o p i n i o n i t ought t o be c o s t p l u s 

22 200 p e r c e n t based on t h e i n h e r e n t r i s k o f t h e 

23 p r o s p e c t . 

24 The w e l l , as you can see, t h e l o c a t i o n on 

25 t h e sand map, sand t h i c k n e s s i s e v e r y t h i n a h e r e . We 

i 
j 
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1 run t h e r i s k o f r u n n i n g i n t o a t h i n d e p o s i t , and 

2 th e r e f o re t h e i n h e r e n t r i s k o f t h e p r o s p e c t i n d i c a t e s 

3 200 per c e n t p l u s c o s t t o me. 

4 C I n y o u r o p i n i o n , i s t h e o r a n t i n o o f t h i s 

5 a p p 1 i c a t i o n 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 and t h e 

6 p r e v e n t i o n o f waste? 

7 A . Yes, i t i s . 

8 o. Were E x h i b i t s 5 t h r o u g h 7 p r e p a r e d by you? 

9 A . They were o r i g i n a l l y p r e p a r e d by 

10 PetroQu e s t , b u t I have r e v i e w e d a l l t h e d a t a on them 

11 and con cur w i t h e v e r y t h i n g t h a t ' s p r e s e n t e d . 

12 MR. BRUCE: Mr. Exami n e r , I move t h e 

13 a d m i s s i on o f E x h i b i t s 5 t h r o u a h 7. 

14 HEARING EXAMINER: E x h i b i t s 5 t h r o u g h 7 

15 w i l l be a d m i t t e d as e v i d e n c e . 

16 MR. BRUCE: Pass t h e w i t n e s s . 

17 CROSS-EXAMINATION 

18 BY HEARING EXAMINER: 

19 Q - Mr. S e i l e r , how many f e e t o f sand do you 

20 g e n e r a l l y have t o have t o have a good w e l l i n t h i s 

21 area? 

22 A . W e l l , t h e w e l l i n 17 had 17 f e e t and has 

23 made 1 . 3 B c f . That was d r i l l e d i n 74. I t ' s s t i l l 

24 ma k i n a 245,000 a day as o f June 89's r e c o r d s . That 

25 w e l l would p r o b a b l y be m a r i n a l l y economic. So I would 

CUMBRE COURT REPORTING 
(505) 984-2244 



18 

1 say you woul d want t o t r y t o g e t b e t t e r t h a n 25 f e e t , 

2 i f p o s s i b l e . 

3 The w e l l t o t h e n o r t h e a s t , I m i g h t p o i n t 

4 o u t , i n S e c t i o n 10, o n l y had 12 f e e t . I t o n l y made .6 

5 o f a Bcf and i s down t o 600 M's a day, and i t p r o b a b l y 

6 i s — de f i n i t e l y i s n o t economic i n t o d a y ' s m a r k e t , i n 

7 t o d a y ' s e c o n o m i c s . 

8 Q . What caused you t o d r o p you r 5 0 - f o o t 

9 c o n t o u r l i n e s o u t h o f your p r o p o s e d l o c a t i o n ? 

10 A . J u s t a e n e r a l l y mapping i t i n w i t h t h e 

11 e x i s t i n a c o n t r o l , we have down t o t h e s o u t h w e s t i n 

12 S e c t i o n 19, w e l l s w i t h 90 f e e t and 77 f e e t i n t h e 

13 s o u t h e r n h a l f o f t h a t s e c t i o n , and t h e n t h e w e l l i n 

14 S e c t i o n 2 0 w i t h 40, i t ' s e n v i s i o n e d as a low b a i t 

15 pro s p e c t , low b a i t sand -- I'm s o r r y -- w i t h t h e t h i c k 

16 runn i n a t h r o u g h t h e s o u t h h a l f o f 16 j u s t i n u n i f o r m 

17 c o n t o u r i n t e r v a l f r o m e x i s t i n g c o n t r o l . 

18 HEARING EXAMINER: T h a t ' s a l l t h e q u e s t i o n s 

19 I have o f t h e w i t n e s s a t t h i s t i m e . He may be 

20 e x c u s e d . 

21 MR. STOVALL: Mr. B r u c e , j u s t f o r t h e 

22 r e c o r d , I'm n o t sure t h a t between us we g o t E x h i b i t 

23 2-A a c t u a l l y a d m i t t e d by t h e e x a m i n e r . Would you move 

24 t h a t ? 

25 MR. BRUCE: Mr. Ex a m i n e r , I move t h e 
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1 a d m i s s i o n o f E x h i b i t 2-A. 

2 HEARING EXAMINER: E x h i b i t 2-A w i l l be 

3 a d m i t t e d as e v i d e n c e . D i d you move t h e s e , Mr. Bruce? 

4 MR. BRUCE: I b e l i e v e we d i d . I f n o t , we 

5 move t h e a d m i s s i o n o f E x h i b i t s 5 t h r o u a h 7. 

6 HEARING EXAMINER: I f you d i d n o t , t h e y 

7 w i l l be a d m i t t e d . 

8 A n y t h i n q f u r t h e r i n t h i s case? 

9 MR. BRUCE: Mot by me. 

10 HEARING EXAMINER: Case 9815 w i l l be t a k e n 

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

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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1 C E R T I F I C A T E OF REPORTER 

2 

3 STATE OF NEW MEXICO 
) s s . 

4 COUNTY OF SANTA FE 

5 

6 Deborah O'Bine, C e r t i f i e d S h o r t h a n d 

7 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 

8 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 

9 C o n s e r v a t i o n D i v i s i o n V7as r e p o r t e d by me; t h a t I 

10 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 

11 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 

12 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 a s . 

13 I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

14 or employee of any o f t h e p a r t i e s or a t t o r n e y s 

15 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 

16 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 . 

17 WITNESS MY HAND AND SEAL November 25, 1989. 

18 

19 DEBORAH O'BINE 
CSR No. 127 

20 

21 My com m i s s i o n e x p i r e s : A ugust 10, 199 0 

22 

23 
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