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MR. STOGNER: W e ' l l c a l l t h e n e x t case, 

No. 9858, which i s t h e a p p l i c a t i o n of Bannon Energy, 

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 

s i m u l t a n e o u s d e d i c a t i o n , Rio A r r i b a County, 

New Mexico. C a l l f o r appearances. 

MR. CARR: May i t p l e a s e t h e Examiner, my 

name i s W i l l i a m F. Carr w i t h t h e law f i r m of Campbell 

& B l a c k , P.A., o f Santa Fe. We r e p r e s e n t Bannon 

Energy, I n c . , and I have one w i t n e s s . 

MR. STOGNER: Are t h e r e are any o t h e r 

appearances ? 

W i l l t h e w i t n e s s p l e a s e s t a n d and be sworn. 

WILLIAM J. HOLCOMB 

The w i t n e s s h e r e i n , a f t e r 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 : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e your f u l l name f o r t h e 

r e c o r d , p l e a s e . 

A. W i l l i a m J. Holcomb. 

Q. Mr. Holcomb, where do r e s i d e ? 

A. I n F a r m i n g t o n , New Mexico. 

Q. By whom are you employed and i n what 

c a p a c i t y ? 

CUMBRE COURT REPORTING 
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A. I'm s e l f - e m p l o y e d , and i n t h i s p a r t i c u l a r 

i n t e r e s t , c o n t r a c t o p e r a t o r f o r Bannon Energy, 

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

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 ? 

A. No, I have n o t . 

Q. Would you summarize f o r Mr. Stogner your 

e d u c a t i o n a l background and t h e n r e v i e w your work 

e x p e r i e n c e . 

A. Yes. I have a b a c h e l o r ' s degree i n 

e n g i n e e r i n g and have worked i n t h e o i l i n d u s t r y f o r 

t h e p a s t 16 y e a r s . The f i r s t 11 of t h a t was w i t h 

AMOCO P r o d u c t i o n Company i n v a r i o u s e n g i n e e r i n g , 

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

U n i t e d S t a t e s . The l a s t f i v e as an inde p e n d e n t 

p r o d u c e r and o p e r a t o 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 f i l e d 

i n t h i s case by Bannon Energy, I n c . ? 

A. Yes, I am. 

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

s u b j e c t of t h i s a p p l i c a t i o n ? 

A. Yes. 

MR. CARR: We t e n d e r Mr. Holcomb 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 . 

MR. STOGNER: Mr. Holcomb i s so q u a l i f i e d . 

CUMBRE COURT REPORTING 
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Q. (BY MR. CARR) Mr. Holcoinb, would you would 

you b r i e f l y s t a t e what Bannon Energy, I n c . , seeks w i t h 

t h i s a p p l i c a t i o n . 

A. Bannon Energy i s s e e k i n g an u n o r t h o d o x 

l o c a t i o n a p p r o v a l f o r t h e F e d e r a l 8-2 and, 

c o n c u r r e n t l y , a s i m u l t a n e o u s d e d i c a t i o n o f the 8-2 and 

8-1 w e l l i n t h e Southeast 1/4 of S e c t i o n 8. 

Q. And i n what p o o l do you propose t o complete 

the F e d e r a l 8 w e l l ? 

A. I n the C o u n s e l o r ' s - G a l l u p Dakota O i l P o o l . 

Q. Could you r e f e r t o what has been marked as 

Bannon E x h i b i t No. 1 and i d e n t i f y t h a t f o r 

Mr. S t o g n e r , p l e a s e . 

A. Yes. E x h i b i t No. 1 i s a p l a t p r e p a r e d by 

the OCD i n A z t e c , which d e t a i l s t h e o r t h o d o x window 

l o c a t i o n s i n t h e C o u n s e l o r ' s - G a l l u p Dakota O i l P o o l , 

s p e c i f i c a l l y i n each q u a r t e r - q u a r t e r s e c t i o n . 

Q. And these r u l e s were p r o m u l g a t e d by Order 

No. R-7034? 

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

Q. The w e l l l o c a t i o n r e q u i r e m e n t s are 

c o n t a i n e d i n Rule 4 of t h a t o r d e r ? 

A. Yes, th e y a r e . 

Q. Are m u l t i p l e w e l l s p e r m i t t e d on a u n i t 

under these s p e c i a l p o o l r u l e s ? 

CUMBRE COURT REPORTING 
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A. Yes, th e y a r e , i n Rule 6. 

Q. L e t ' s move t o what has been marked as 

E x h i b i t No. 2, and I ' d ask you t o i d e n t i f y t h a t and 

and r e v i e w i t f o r Mr. Stogner. 

A. E x h i b i t No. 2 i s a t o p o g r a p h i c a l map of the 

area i n q u e s t i o n . You w i l l n o t e on E x h i b i t No. 2 a 

330 f o o t square area which r e p r e s e n t s t h e o r t h o d o x 

window i n t h e Southwest 1/4 of the Southeast 1/4. 

As you can a l s o t e l l on t h i s p a r t i c u l a r 

t o p o g r a p h i c map, v a r i o u s a r c h a e o l o g y s i t e s have been 

r e c o r d e d . And i n t h i s p a r t i c u l a r i n s t a n c e , t h e 

o r t h o d o x window i s s u b s t a n t i a l l y consumed by s i t e 

No. DCA 89-309. 

Q. And t h e o r t h o d o x s i t e i s what i s shaded i n 

y e l l o w i n E x h i b i t No. 2? 

A. That's r i g h t . 

Q. L e t ' s move on t o E x h i b i t No. 3, and I would 

ask you t o i d e n t i f y t h a t p l e a s e . B e f o r e we do t h a t , I 

t h i n k i t m i g h t be wise t o e x p l a i n t o th e Examiner why 

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

A. I n t h i s p a r t i c u l a r i n s t a n c e , Bannon wishes 

t o d r i l l a second w e l l i n t h e Southeast 1/4 o f 

S e c t i o n 8. We have i n v e s t i g a t e d e x t e n s i v e l y t h e 

a v a i l a b l e l o c a t i o n s . The o n l y one t h a t we c o u l d f i n d 

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

CUMBRE COURT REPORTING 
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ar c h a e o l o g y c o n s t r a i n t s , was i n t h e Southeast 1/4 --

Southwest 1/4 of th e Southeast 1/4. 

Q. The e x i s t i n g w e l l on t h i s 160-acre u n i t i s 

i n t h e N o r t h e a s t of t h e Southeast? 

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

Q. I f you move t h e w e l l t o th e N o r t h w e s t o f 

the S o u t h e a s t , you would be, e f f e c t i v e l y , on a 40-acre 

p a t t e r n ; i s n ' t t h a t c o r r e c t ? 

A. E s s e n t i a l l y , t h a t ' s c o r r e c t . 

Q. I n your o p i n i o n , i s t h a t t h e p r u d e n t way t o 

dev e l o p t h i s t r a c t ? 

A. No, i t i s n o t . 

Q. Could you l o c a t e a w e l l i n th e Southeast of 

the Southeast? 

A. I t i s our o p i n i o n , h a v i n g numerous 

c o n v e r s a t i o n s w i t h t h e DCA c o n t r a c t o r of a r c h a e o l o g y 

i n t h e San Juan B a s i n , t h a t a d d i t i o n a l s i t e s w i l l be 

foun d and t h a t w i l l be e x t e n s i v e i n t h e Southeast 1/4. 

T h i s was th e o n l y a v a i l a b l e s i t e t h a t we can f i n d . 

Q. And so t h e a r c h e o l o g i c a l s i t e s are t h e 

p r i m a r y reason f o r s e e k i n g t h e u n o r t h o d o x l o c a t i o n ? 

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

Q. What i s t h e s t a t u s o f th e proposed F e d e r a l 

8 W e l l No. 2? 

A. The F e d e r a l 8 W e l l No. 2 i s c u r r e n t l y 

CUMBRE COURT REPORTING 
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pending -- w a i t i n g a p p r o v a l by t h e BLM, from t h e s t a t e 

on t h e u n o r t h o d o x a p p l i c a t i o n . 

Q. How i s t h i s proposed l o c a t i o n u northodox? 

A. I t i s t o o c l o s e t o t h e s o u t h l i n e and t h e 

i n t e r i o r q u a r t e r l i n e . 

Q. Now, you have i n d i c a t e d t h a t you r e v i e w e d 

t h i s w i t h t h e DCA? 

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

Q. What does DCA s t a n d f o r ? 

A. J u s t a moment, and I ' l l -- D i v i s i o n of 

C o n s e r v a t i o n A r c h a e o l o g y . 

Q. Have you a l s o r e v i e w e d t h i s l o c a t i o n w i t h 

t h e BLM? 

A. Yes, I have. 

Q. And would you r e v i e w those e f f o r t s f o r t h e 

Examiner, p l e a s e . 

A. The BLM i s -- t h e acreage i t s e l f i s on 

F e d e r a l acreage, and t h e BLM i s a c t i v e l y i n v o l v e d i n 

t r y i n g t o h e l p us l o c a t e a s i t e t h a t would c l e a r 

a r c h a e l o l g y c o n s t r a i n t s . 

Q. Could you i d e n t i f y what has been marked as 

Bannon E x h i b i t No. 3, p l e a s e . 

A. Bannon E x h i b i t No. 3 c o n s i s t s of t h e 

A p p l i c a t i o n f o r P e r m i t t o D r i l l , and t h e en s u i n g 

sundry n o t i c e s . 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

10 

Q. Have you a l s o d e a l t w i t h t h e s t a t e , or i s 

t h a t what t h e DCA a c t u a l l y i s ? 

A. The DCA i s an independent o r g a n i z a t i o n . We 

have d e a l t w i t h t h e s t a t e i n t r y i n g t o seek t h e 

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

p r e s e r v a t i o n o f f i c e has been i n v o l v e d because of t h e 

known a r c h a e o l o g y s i t e s i n the area. 

Q. Have you o b t a i n e d t h e i r a p p r o v a l f o r t h e 

proposed l o c a t i o n ? 

A. We have from t h e s t a t e h i s t o r i c 

p r e s e r v a t i o n o f f i c e . We have n o t y e t from DCA. 

Q. I n your o p i n i o n , s h o u l d t h e p r o d u c i n g 

a b i l i t y of the proposed w e l l be p e n a l i z e d or 

r e s t r i c t e d due t o i t s u n o r t h o d o x l o c a t i o n ? 

A. No. 

Q. Could you i d e n t i f y what has been marked as 

Bannon E x h i b i t No. 4, p l e a s e . 

A. E x h i b i t No. 4 i s a l e a s e o wnership map of 

the a r e a , c o l o r coded t o r e p r e s e n t o f f s e t o p e r a t o r s . 

The r e d d o t t h a t ' s l o c a t e d i n t h e c e n t e r of t h e page 

i s t o r e p r e s e n t t h e proposed s i t e of the F e d e r a l 8-2. 

The y e l l o w h i g h l i g h t e d acreage r e p r e s e n t s Bannon 

acreage. The r e d h i g h l i g h t e d acreage r e p r e s e n t s 

M e r r i o n O i l and Gas acreage. The b l u e h i g h l i g h t e d 

area i s Dugan P r o d u c t i o n . I n green i s Ramsey P r o p e r t y 

CUMBRE COURT REPORTING 
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Management. 

Q. And what we have as the proposed p r o r a t i o n 

u n i t i s t h e Southeast 1/4 of S e c t i o n 8? 

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

Q. And the e x i s t i n g w e l l i s t h e w e l l t h a t i s 

i n d i c a t e d i n t h e N o r t h e a s t of t h e Southeast? 

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

Q. And t h e proposed l o c a t i o n i n p i n k , i s t h e r e 

a t l e a s t 1320 f e e t between these w e l l s ? 

A. Yes, t h e r e i s . 

Q. You're s e e k i n g t o s i m u l t a n e o u s l y d e d i c a t e 

t h e two w e l l s i n t h e Southeast o f S e c t i o n 8? 

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

Q. Mr. Holcomb, would you i d e n t i f y what has 

been marked as Bannon E x h i b i t No. 5, p l e a s e . 

A. Bannon E x h i b i t No. 5 i s t h e a p p l i c a t i o n f o r 

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

f i l e d November 27, 1989, and t h e n o t i c e s t o o f f s e t s , I 

b e l i e v e . Excuse me. That's E x h i b i t 6. 

Q. And the n o t i c e s t o o f f s e t s are c o n t a i n e d i n 

E x h i b i t 6? 

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

Q. A l s o , i n E x h i b i t 6 t h e r e are a d d i t i o n a l 

l e t t e r s p r o v i d i n g n o t i c e of toda y ' s h e a r i n g ; i s t h a t 

c o r r e c t ? 

CUMBRE COURT REPORTING 
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A. That's c o r r e c t . 

Q. Those l e t t e r s are d a t e d , a c t u a l l y , on 

January t h e 5th? 

A . That's r i g h t . 

Q. I n your o p i n i o n , w i l l a p p r o v a l of t h i s 

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

of 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 of waste, and t h e 

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 ? 

A. Yes. 

Q. W i l l 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 enable 

Bannon t o e f f e c t i v e l y produce t h e r e s e r v e s under t h e 

Southeast 1/4 of S e c t i o n 8? 

A. We b e l i e v e so. 

Q. Were E x h i b i t s 1 t h r o u g h 6 p r e p a r e d by you 

or c o m p i l e d under your d i r e c t i o n ? 

A. Yes, th e y were. 

MR. CARR: At t h i s t i m e , Mr. Stogner, I 

would move a d m i s s i o n of Bannon E x h i b i t s 1 t h r o u g h 6. 

EXAMINER: E x h i b i t s 1 t h r o u g h 6 w i l l be 

a d m i t t e d i n t o e v i d e n c e . 

MR. CARR: I f I mig h t a t t h i s t i m e j u s t 

make one s t a t e m e n t . T h i s o r i g i n a l l y was f i l e d as an 

a d m i n i s t r a t i v e a p p l i c a t i o n . On th e 2 7 t h of December, 

I t h i n k i t was -- maybe i t was b e f o r e t h a t i n December --

we had a case i n v o l v i n g Marathon and Oryx where an 
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a d m i n i s t r a t i v e a p p l i c a t i o n had s u b s e q u e n t l y been s e t 

f o r h e a r i n g , and t h e r e were q u e s t i o n s about what was 

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

m a t t e r was g o i n g t o h e a r i n g , n o t i c e was g i v e n of t h e 

h e a r i n g by t h e l e t t e r d a t e d January 5 t h . That's one 

day s h o r t . We are w i l l i n g t o do whatever you deem i s 

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

As you can no t e fr o m E x h i b i t No. 4, i n 

f a c t , t h e l o c a t i o n i s moving t o w a r d Bannon Energy, b u t 

we s i m p l y were t r y i n g t o d e a l w i t h t h a t n o t i c e 

s i t u a t i o n , and i t k i n d o f f a l l s between v a r i o u s 

d i v i s i o n r u l e s , and we're w i l l i n g t o do whatever you 

d e c i d e . 

MR. STOVALL: Mr. Ca r r , do you have a 

recommendation as t o a pr o c e d u r e t h e d i v i s i o n m i g h t 

e s t a b l i s h i n t h e f u t u r e i n t h e cases of a d m i n i s t r a t i v e 

cases g o i n g t o h e a r i n g by t h e d i v i s i o n ? 

MR. CARR: I r e a l l y d o n ' t , because I'm 

concerned t h a t once an a d m i n i s t r a t i v e a p p l i c a t i o n i s 

f i l e d , i f an o b j e c t i o n i s r e c e i v e d , t h e n a new n o t i c e 

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

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

time f a c t o r i n v o l v e d . 

I r e a l l y d o n't know how t o hand l e i t , b u t I 

d i d want t o p o i n t t h a t o u t . We're aware t h a t i t i s 
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one day s h o r t on t h i s subsequent n o t i c e , a l t h o u g h t h i s 

was o r i g i n a l l y proposed back i n November. 

I n t h i s case, we are moving towards 

o u r s e l v e s , so i t may n o t be t h a t much o f an i s s u e , 

b u t , a g a i n , i t s o r t of i s a r e p e a t of t h e problem we 

saw i n t h e Marathon-Oryx case i n December. 

MR. STOVALL: I agree w i t h you, and I t h i n k 

i t i s a problem. And I r e c o g n i z e t h e concerns you've 

r a i s e d . 

MR. CARR: We weren't t r y i n g t o i g n o r e 

t h a t , we j u s t d i d n ' t know what t o do w i t h i t . 

MR. STOVALL: I u n d e r s t a n d . That's why I'm 

a s k i n g t h e q u e s t i o n , because I would l i k e f o r us t o 

f i g u r e o u t a way t o do t h i s most e f f i c i e n t l y . 

I f I'm n o t m i s t a k e n , and t h e Examiner can 

c o r r e c t me i f I'm wrong, t h i s was p u t t o h e a r i n g by 

the d i v i s i o n and n o t because o f o b j e c t i o n by any 

o f f s e t . 

MR. CARR: That's c o r r e c t . And i t i s 

an o t h e r q u e s t i o n t h a t we were n ' t c l e a r on. We t h o u g h t 

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

They may n o t be. And so, anyway, we're h e r e , and i f 

a d d i t i o n a l n o t i c e i s r e q u i r e d -- I mi g h t ask one 

q u e s t i o n . 

Q. Mr. Holcomb, how soon does Bannon need t o 
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spud t h i s w e l l ? 

A. We c a n ' t r e a l l y spud i t f o r t h e n e x t c o u p l e 

of months, anyway, because of weather c o n s t r a i n t s . 

MR. CARR: I see. I n o t h e r words, we have --

MR. STOVALL: Time i s n ' t an i s s u e ? 

MR. CARR: Time i s n ' t t h e i s s u e , and we are 

pr e p a r e d t o do whatever you t h i n k i s a p p r o p r i a t e i n 

t h a t r e g a r d . 

MR. STOVALL: W e l l , l e t me a l s o e x p l a i n f o r 

th e r e c o r d why we have s e t cases i n v o l v i n g these 

a r c h a e o l o g i c a l c o n s i d e r a t i o n s and t h a t l e a d s me i n t o a 

q u e s t i o n I want t o ask Mr. Holcomb. 

What has happened i n those -- what w e ' l l 

c a l l t o p o g r a p h i c a l c o n s i d e r a t i o n s , and we do c o n s i d e r 

a r c h a e o l o g i c a l , under t h a t c a t e g o r y , i s j u s t i f i a b l e 

f o r a d m i n i s t r a t i v e a p p r o v a l -- i s t h a t w h i l e a 

s p e c i f i c l o c a t i o n i n a p a r t i c u l a r area may be 

condemned because of s u r f a c e c o n d i t i o n s , whatever t h e y 

may be, t h e r e may be a d d i t i o n a l l o c a t i o n s a t a l e g a l 

l o c a t i o n w hich are a r c h a e o l o g i c a l l y , t o p o g r a p h i c a l l y 

a c c e p t a b l e , b u t t h e o p e r a t o r , f o r o t h e r r e a s o n s , 

e l e c t s n o t t o go t o those l o c a t i o n s . And a t t h a t 

p o i n t , we c o n s i d e r t h a t ' s g e n e r a l l y a g e o l o g i c a l 

reason f o r s e e k i n g an u n o r t h o d o x l o c a t i o n , because you 

do have an o r t h o d o x a v a i l a b l e t o p o g r a p h i c a l l y . 
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We r e c o g n i z e , a l s o , t h a t t h i s i s a g r o w i n g 

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

r e g i o n . And j u s t f o r your i n f o r m a t i o n , we w i l l be 

mee t i n g w i t h t h e BLM t o d i s c u s s t h e i r r e q u i r e m e n t s and 

o u r s , t o t r y t o come up w i t h more c o n s i s t e n c y and 

t o h e l p o p e r a t o r s f i g u r e o u t what t h e r u l e s o f t h e 

game a r e . But r i g h t a t t h e moment, we're t r y i n g t o 

work t h a t o u t . We do have a meet i n g s c h e d u l e d and, 

h o p e f u l l y , we can make some p r o g r e s s i n t h a t a r e a . 

EXAMINATION 

BY MR. STOVALL: 

Q. I f I u n d e r s t a n d what you s a i d p r e v i o u s l y i n 

response t o Mr. Ca r r , Mr. Holcomb, i s t h a t you have, 

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

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

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

Q. And those l o c a t i o n s , based upon what, have 

you d e t e r m i n e d t h a t t hose are u n a c c e p t a b l e l o c a t i o n s ? 

A. There are two i s s u e s t h a t come up. One i s 

from t h e a r c h a e o l o g i s t s t h a t r e v i e w e d t h e ar e a . They 

f e l t t h a t t h e r e was a h i g h p r o b a b i l i t y o f i n c i d e n c e o f 

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

We f e l t t h a t because we had gone t h r o u g h 

such e x t e n s i v e work i n t r y i n g t o l o c a t e t h e w e l l on a 

d i a g n o l p a t t e r n from t h e e x i s t i n g w e l l , i . e . , F e d e r a l 
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8-1, t h a t t h a t would be t h e most s a t i s f a c t o r y l o c a t i o n 

f o r us f o r t h e d e p l e t i o n of t h e r e s e r v e s i n t h a t 

p a r t i c u l a r 160-acre t r a c t . 

When we l o o k a t a l o c a t i o n t h a t would 

e i t h e r be due s o u t h o r due west of the 8-1, we, 

e f f e c t i v e l y , are e s t a b l i s h i n g a 40-acre p a t t e r n i n our 

i n t e r p r e t a t i o n , and we d i d n o t want t o pursue i t t h a t 

way. 

Q. I t ' s a s a t i s f a c t o r y answer, b u t i t p u t s us 

i n t o t h a t g r a y area. J u s t f o r my e d i f i c a t i o n , on your 

E x h i b i t 4, t h e s t i p p l e d a r e a s , what does t h e s t i p p l i n g 

p a t t e r n r e p r e s e n t ? 

A. The s t i p p l i n g has r e f e r e n c e o n l y t o 

Bannon's v a r y i n g i n t e r e s t and o v e r r i d i n g i n t e r e s t i n 

p a r t i c u l a r t r a c t s . 

MR. STOVALL: I don't t h i n k I have any 

f u r t h e r q u e s t i o n s o f t h i s w i t n e s s w i t h r e s p e c t t o t h i s 

case, b u t I c e r t a i n l y would ask, Mr. Car r , t h a t you, 

and I ' v e spoken t o o t h e r c o u n s e l r e g a r d i n g t h i s i s s u e 

of how t o p r o p e r l y g i v e n o t i c e i n an 

a d m i n i s t r a t i v e - t u r n e d - i n t o - h e a r i n g t y p e of case. 

And Mr. Holcomb, a l s o , i f you have t h o u g h t s 

w i t h r e s p e c t t o how b e t t e r t o c o o r d i n a t e BLM and OCD, 

we c e r t a i n l y would a p p r e c i a t e any comments you'd want 

t o make, o f f t h e r e c o r d , a t a l a t e r d a t e . As I say, 
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we are a t t e m p t i n g t o g e t some o r d e r i n t o t h i s 

s i t u a t i o n as q u i c k l y as we can. 

EXAMINATION 

BY EXAMINER: 

Q. Mr. Holcomb, l e t ' s r e v i e w t h e e x i s t i n g 

F e d e r a l 8 W e l l No. 1. What's i t s p r e s e n t s t a t u s , 

again? 

A. The w e l l i s c u r r e n t l y p r o d u c i n g . 

Q. How l o n g has i t been p r o d u c i n g ? 

A. I b e l i e v e t h e w e l l began p r o d u c i n g i n 

November o f 1989. 

Q. Do you have any r a t e s , i n i t i a l and c u r r e n t ? 

A. I have some c u r r e n t p r o d u c t i o n r a t e s , 

Mr. Examiner. I do n o t have w i t h me the i n i t i a l t e s t 

d a t a on t h a t p a r t i c u l a r w e l l . 

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

19t h of t h i s month t h e w e l l was making 37 mcf o f gas a 

day and 23.4 b a r r e l s of o i l per day f o r a g a s - o i l 

r a t i o of l e s s t h a n 2,000. 

Q. W e l l below t h e a l l o w a b l e ? 

A. Yes, s i r . 

Q. L e t ' s l o o k a t t h e l o c a t i o n on your No. 2. 

Do you have any e n g i n e e r i n g f i g u r e s or any p r o p o s a l s 

of d i r e c t l y d r i l l i n g t h i s w e l l from t h i s u n o r t h o d o x 

l o c a t i o n and bottom i n a t a s t a n d a r d l o c a t i o n ? 
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A. No, s i r . 

Q. Why not? 

A. Cost c o n s i d e r a t i o n s . We propose t o d r i l l 

i t as a s t r a i g h t h o l e , or as s t r a i g h t as we can g e t 

i t . 

Q. You want t o e l a b o r a t e on the c o s t 

c o n s t r a i n t s ? 

A. Any i n v e s t m e n t i n an o i l and gas w e l l has 

c e r t a i n i n v e s t m e n t p a r a m e t e r s . I n t h i s p a r t i c u l a r 

i n s t a n c e , we p r o j e c t t h e w e l l c o s t t o be i n t h e 

v i c i n i t y o f $350,000, completed t o the t a n k s . W i t h 

t h a t i n v e s t m e n t c o s t , those y i e l d a c c e p t a b l e economics 

t o t h e i n v e s t o r s . Costs e x c e e d i n g $400,000 

s u b s t a n t i a l l y reduce t h e o v e r a l l r e t u r n on the 

i n v e s t m e n t t o the i n v e s t o r s . 

D i r e c t i o n a l l y d r i l l i n g t h i s w e l l would, i n 

our o p i n i o n , cause th e c o s t t o exceed $400,000. 

Q. You haven't o f f e r e d any g e o l o g i c a l d a t a 

t o d a y , have you, c o n c e r n i n g t h i s p a r t i c u l a r p o ol? 

A. No, s i r . 

Q. Are t h e r e any p r o d u c i n g w e l l s from t h e same 

p o o l t o t h e s o u t h and west? 

A. There i s one w e l l c u r r e n t l y p r o d u c i n g s o u t h 

and west, and t h a t ' s t h e Bannon o p e r a t e d Marcus "A" 

No . 3 . 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

20 

Q. Do you have p r o d u c t i o n f i g u r e s on t h a t 

w e l l ? 

A. No, s i r . 

Q. I s i t a Bannon w e l l ? 

A. Yes, i t i s . 

Q. How about the No. 1, back t o the n o r t h and 

west? 

A. That i s a l s o a Bannon o p e r a t e d w e l l . 

Q. I suppose you do n ' t have t h e f i g u r e s on 

t h a t one e i t h e r ? 

A. No, s i r . 

Q. Do you know i f t h e y are making t h e i r 

a l l o w a b l e ? 

A. They are n o t . 

Q. Do you know how l o n g t h e y have been 

p r o d u c i n g ? 

A. Most of Bannon o p e r a t e d w e l l s i n t h i s area 

were d r i l l e d i n the v i c i n i t y t i m e frame of 1985 and 

1986 . 

Q. I f you f i n d t h e proposed No. 2 w e l l t o be 

the same p r o d u c t i o n r a t e as your No. 1 w e l l , do you 

f e e l t h i s w i l l be an economic w e l l a t 23 b a r r e l s a 

day? 

A. I t w i l l be m a r g i n a l . Now, we have n o t 

c o m p l e t e l y done a l l o f the t h i n g s t h a t we're 
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a t t e m p t i n g t o do, from an o p t i m i z a t i o n s t a n d p o i n t , on 

the F e d e r a l 8-1. We have r e c e n t l y p u t t h e w e l l on 

b e i n g pumping s t a t u s , and we do n o t y e t y e t have t h a t 

l i n e d o u t t o our s a t i s f a c t i o n . 

Q. I s t h i s second w e l l b e i n g d r i l l e d t o d r a i n 

a p o r t i o n of t h e p r o r a t i o n u n i t w hich t h e No. 1 i s n o t 

d r a i n i n g ? 

A. We t h i n k so. 

Q. Was an a c t u a l w e l l s i t e s u r v e y made i n th e 

Southeast Southeast 1/4 a t a s t a n d a r d l o c a t i o n , or an 

uno r t h o d o x l o c a t i o n , f o r t h a t m a t t e r ? 

A. There was n o t a s p e c i f i c s u r v e y and a s t a k e 

p u t i n t h e ground i n t h e Southeast o f t h e 

Southeast 1/4, no. 

Q. Why not? 

A. We based our d e c i s i o n t o go t o th e 

Southwest of the Southeast 1/4 on s u r f a c e i n s p e c t i o n 

by t h e a r c h a e o l o g y d e p a r t m e n t , San Juan County Museum, 

I b e l i e v e . 

Q. Are t h e r e any o t h e r independent agencies up 

t h e r e b e s i d e s t h e San Juan County t h a t does 

ar c h a e o l o g y ? 

A. Yes. 

Q. D i d you g e t a second o p i n i o n ? 

A. No, s i r . We have used them e x t e n s i v e l y i n 
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t h i s p a r t i c u l a r area and have found t h a t i n w o r k i n g 

w i t h BLM, t h a t t h e y have been e x t r e m e l y r e c e p t i v e t o 

the work t h a t t h e DCA has p e r f o r m e d . And s i n c e t h a t 

work has been s a t i s f a c t o r y t o b o t h Bannon and th e 

Department o f I n t e r i o r , BLM, we have chosen t o s t a y 

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

MR. STOVALL: L e t me i n t e r j e c t here a t t h e 

moment, a g a i n , r e f l e c t i n g on an i s s u e which i s a 

c u r r e n t , u n d e r - s t u d y i s s u e w i t h t h e d i v i s i o n . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. Mr. Holcomb, would you d e s c r i b e , b r i e f l y , 

t h e s t e p s t h a t -- you r e p r e s e n t Bannon, i f I'm n o t 

m i s t a k e n , i n a l l of t h e i r a c t i v i t i e s i n n o r t h w e s t ; i s 

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

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

Q. Would you d e s c r i b e t h e s t e p s t h a t you go 

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

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

a r c h a e o l o g i c a l c o n s i d e r a t i o n s t h a t are t a k e n i n t o 

account? 

A. Once t h e i n v e s t m e n t d e c i s i o n has been made 

t o d r i l l a w e l l , and t h a t i s done by Bannon, n o t by 

m y s e l f , t h e y ask us t o go s t a k e a l o c a t i o n which t h e y 

p r o v i d e us. And th e y p r o v i d e us a g e n e r a l s p a c i n g 
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t y p e p a t t e r n i n which t h e y would p r e f e r t o d e v e l o p . 

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

w e l l on a 160-acre p r o r a t i o n u n i t . 

Once we r e c e i v e t h a t i n f o r m a t i o n , we 

c o n t r a c t a s u r v e y o r and we send one of our f i e l d 

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

s u r v e y o r , and we t r y t o d e t e r m i n e -- l e t me back up a 

mi n u t e . We a l s o send an a r c h a e o l o g i s t w i t h them. And 

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

o r t h o d o x window, i f i t ' s a v a i l a b l e f o r t h e i r 

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

p a t t e r n t h a t t h e y have g i v e n us. 

Q. I f I may i n t e r r u p t you f o r a moment h e r e . 

I f we're u s i n g t h i s s i t u a t i o n as an example, d i d 

Bannon go t o you and t e l l you t h e y wanted t o be i n t h e 

Southwest of the N o r t h e a s t ? To l o o k f o r a l o c a t i o n 

t h e r e ? 

A. Yes. 

Q. So Bannon, based upon o t h e r t h a n 

t o p o g r a p h i c -- b e f o r e t h e y knew a n y t h i n g about what 

the ground l o o k e d l i k e o u t t h e r e , t h e y s a i d , " T h i s i s 

the area we want t o be"; i s t h a t c o r r e c t ? 

A. "We want t o d r i l l two w e l l s i n t h a t 

p a r t i c u l a r p r o r a t i o n u n i t . We p r e f e r t o d r i l l one i n 

the N o r t h e a s t 1/4 of t h a t 160 acre t r a c t and the 
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Southwest 1/4 o f t h a t 160 acre t r a c t , w h i c h , by 

d e f i n i t i o n , g i v e s you t h e maximum w e l l s p a c i n g between 

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

Q. Now, i f you would c o n t i n u e . You th e n go 

out w i t h t h e s u r v e y o r and th e a r c h a e o l o g i s t ? 

A. R i g h t . And we t r y t o f i n d a l o c a t i o n t h a t 

w i l l be t o p o g r a p h i c a l l y and a r c h a e o l o g i c a l l y 

a c c e p t a b l e t h a t would f i t an o r t h o d o x l o c a t i o n . Where 

we can n o t , we move t o th e n e a r e s t l o c a t i o n t h a t we can 

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

q u a r t e r - q u a r t e r s e c t i o n t h a t t h e y have asked us t o 

s t a k e i t . 

I n t h i s p a r t i c u l a r i n s t a n c e , we d i d t h i s 

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

g o a l . Once t h a t i s done, we th e n s t a r t s u b m i t t i n g t h e 

paperwork t o t h e BLM. We have a r t r e p o r t s s u b m i t t e d . 

They r e v i e w a l l of the s e t h i n g s , and where we r u n i n t o 

an i s s u e where we do have t o have an un o r t h o d o x 

a p p r o v a l , those are n o t g r a n t e d u n t i l we o b t a i n 

a p p r o v a l from t h e s t a t e . 

EXAMINER: Mr. Holcomb, what I'm h e a r i n g 

h e r e , you're t r y i n g t o g e t an un o r t h o d o x l o c a t i o n 

based on to p o g r a p h y , b u t r e a l l y you have g e o l o g y . 

THE WITNESS: I c a n ' t answer t h a t . I don't 

b e l i e v e t h a t t h a t ' s t h e case. 
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MR. STOGNER: Okay. I have no f u r t h e r 

q u e s t i o n s o f t h i s w i t n e s s . Are t h e r e any o t h e r 

q u e s t i o n s ? 

MR. CARR: No, s i r . 

MR. STOGNER: 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, 9858? 

MR. CARR: N o t h i n g f u r t h e r . 

MR. STOGNER: T h i s case w i l l be ta k e n under 

advisement. 

, A o her^v certify that the foregoing 
I do here v / Proceedings m 

Exar inc-- hearing o. CUS#N° . 

heard by me on_^y>fe 

Oil Cons 
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