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1 EXAMINER STOGNER: This h e a r i n g w i l l come 

2 t o o r d e r . I ' l l c a l l the next case, No. 10048, which 

3 i s the a p p l i c a t i o n of Great Western D r i l l i n g Company 

4 f o r a nonstandard gas p r o r a t i o n u n i t , San Juan County, 

5 New Mexico. 

6 This case was heard by David Catanach a t 

7 the August 22, 1990 h e a r i n g and i t was c o n t i n u e d f o r 

8 some reason. 

9 At t h i s time I ' l l c a l l f o r appearances. 

10 There being none, t h i s case w i l l be taken 

11 under advisement. 

12 

13 

14 

15 

1 6 i do he;-'3,- / D-. fi . -' that the foreqoinc; ;s 
of the prccee Jlnqs In 

17 f;,e Examiner hearing of Case No. /&tW8 
heard by nT ôn, 

1 9 Oil Conservation Division 

20 

21 

22 

23 

24 

25 
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13 I FURTHER CERTIFY t h a t I am not a r e l a t i v e 
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15 i n v o l v e d i n t h i s matter and t h a t I have no p e r s o n a l 

16 i n t e r e s t i n the f i n a l d i s p o s i t i o n of t h i s m a t t e r . 

17 WITNESS MY HAND AND SEAL September 7, 1990. 
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1 EXAMINER CATANACH: At t h i s time w e ' l l c a l l 

2 Case 10048. 

3 MR. STOVALL: A p p l i c a t i o n of Great Western 

4 D r i l l i n g Company f o r a nonstandard gas p r o r a t i o n u n i t , 

5 San Juan County, New Mexico. 

6 EXAMINER CATANACH: Are t h e r e appearances 

7 i n t h i s case? 

8 MR. HALL: Mr. Examiner, S c o t t H a l l from 

9 the M i l l e r , S t r a t v e r t , Torgerson Se Schlenker Law Firm 

10 i n Santa Fe, New Mexico, on b e h a l f of the A p p l i c a n t , 

11 w i t h one w i t n e s s t h i s a f t e r n o o n . 

12 EXAMINER CATANACH: Other appearances i n 

13 t h i s case? 

14 MR. COOTER: Paul Cooter w i t h the Rodey Law 

15 Firm here i n Santa Fe, appearing on b e h a l f of 

16 Northwest P i p e l i n e . We have two witnesses who w e ' l l 

17 c a l l . 

18 EXAMINER CATANACH: Any other appearances? 

19 W i l l the t h r e e witnesses stand t o be sworn i n at t h i s 

20 t i m e . 

21 (Thereupon, the witnesses were sworn.) 

22 MR. COOTER: Before Mr. H a l l commences, may 

23 I take j u s t a moment and i n t r o d u c e c o - c o u n s e l , Paul 

24 P r a t t , who i s in-house counsel f o r Northwest P i p e l i n e 

25 i n S a l t Lake C i t y . He's a member of the Utah b a r . 
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1 EXAMINER CATANACH: Thank you, s i r . 

2 PAT L. SHANAHAN 

3 the w i 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 

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 EXAMINATION 

6 BY MR. HALL: 

7 Q. For the r e c o r d , s t a t e your name and place 

8 of res idence . 

9 A. Pat L. Shanahan, M i d l a n d , Texas. 

10 Q. Mr. Shanahan, by whom are you employed and 

11 i n what c a p a c i t y ? 

12 A. Great Western D r i l l i n g Company as land 

13 manager. 

14 Q. I understand you've never t e s t i f i e d b e f o r e 

15 the New Mexico D i v i s i o n b e f o r e . Would you please 

16 b r i e f l y g i v e the Examiner a summary of your 

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

18 A. I have a degree i n business and I've been 

19 i n the land business f o r 18 y e a r s , almost 9 years w i t h 

20 Great Western. 

21 Q. I n what c a p a c i t y ? 

22 A. Land manager. 

23 Q. Have you had p r e v i o u s land management 

24 experience p r i o r t o working f o r Great Western? 

25 A. No. I opened a d i v i s i o n o f f i c e i n Southern 

CUMBRE COURT REPORTING 
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1 I l l i n o i s f o r Sahop Petroleum out of Tulsa and worked 

2 t h e r e two y e a r s . P r i o r t o t h a t I was an independent, 

3 on my own. 

4 Q. You're f a m i l i a r w i t h the a p p l i c a t i o n f i l e d 

5 i n t h i s case and the lands t h a t are the s u b j e c t of the 

6 a p p l i c a t i o n , are you not? 

7 A. Yes, I am. 

8 MR. HALL: Mr. Examiner, are the w i t n e s s ' s 

9 c r e d e n t i a l s acceptable? 

10 EXAMINER CATANACH: They a r e . 

11 Q. Mr. Shanahan, b r i e f l y e x p l a i n what you're 

12 seeking i n t h i s a p p l i c a t i o n today? 

13 A. We want a 320-acre nonstandard p r o r a t i o n 

14 u n i t . We would l i k e t o have the west h a l f of S e c t i o n 

15 8, which i s a f r a c t i o n a l s e c t i o n , and the west 

16 h a l f / w e s t h a l f of Se c t i o n 17. 

17 The reason we want t h a t t h e r e , Great 

18 Western has i n t e r e s t i n t h a t acreage and no other 

19 acreage around i t , c o n t i guous t o i t , except f o r more 

20 up i n the — f r a c t i o n a l acreage t o the west of i t . 

21 Q. This i s where the Basin F r u i t l a n d Coal i s ? 

22 A. Yes, Basin F r u i t l a n d Coal. 

23 Q. You're f a m i l i a r w i t h the spacing and w e l l 

24 l o c a t i o n requirements f o r t h a t pool? 

25 A. Yes, I am. 
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1 Q. What i s the a c t u a l acreage of t h a t 

2 p r o r a t i o n u n i t ? 

3 A. 320 ac r e s . 

4 Q. I n t h i s case are you seeking a p p r o v a l f o r a 

5 327.8-acre nonstandard u n i t ? 

6 A. Yes. 

7 Q. Let's look at E x h i b i t 1 , i f you would, 

8 p l e a s e , and e x p l a i n t h a t t o the Hearing Examiner. 

9 A. Okay. S t a r t i n g on the l e f t - h a n d side and 

10 going across t o your r i g h t , t h e r e are t h r e e F r u i t l a n d 

11 w e l l s t h a t Great Western has d r i l l e d , and the P i c t u r e 

12 C l i f f i s the Northwest P i p e l i n e w e l l . 

13 I n t h i s i t shows the t h i c k n e s s of the 

14 F r u i t l a n d Coal being about 40- or 5 0 - f e e t t h i c k a l l 

15 the way across i n an east/west t r e n d . 

16 Q. A l l r i g h t . L et's look at the s u r f a c e p l a t 

17 t h a t i s a p o r t i o n of E x h i b i t 1 . Would you e x p l a i n 

18 t h a t p l e a s e , s i r ? 

19 A. A l l r i g h t . S e c t i o n 12, S e c t i o n 7, and the 

20 west h a l f of S e c t i o n 8 i s the acreage Great Western 

21 has or i n t e r e s t i n , and the west h a l f / w e s t h a l f of 17 

22 i s what we have i n t e r e s t i n . 

23 This a l s o shows o t h e r F r u i t l a n d w e l l s i n 

24 Colorado, and i n t h i s p a r t i c u l a r area c l o s e t o us. 

25 Q. Does the e x h i b i t show your proposed w e l l 

CUMBRE COURT REPORTING 
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1 l o c a t i o n ? 

2 A. Yes, i t does. 

3 Q. What i s the s t a t u s of t h a t w e l l ? 

4 A. I t ' s s i t t i n g t h e r e now. We've a l r e a d y 

5 d r i l l e d i t . We got a p e r m i t on i t and we p e r m i t t e d i t 

6 wrong and d r i l l e d i t , and we're t r y i n g t o amend t h a t 

7 p e r m i t , r e a l l y . We p e r m i t t e d i t u s i n g acreage t h a t 

8 wasn't o u r s , t h a t we d i d n ' t have i n t e r e s t i n . 

9 Q. What acreage d i d t h a t embrace? 

10 A. That embraced a l l of Se c t i o n 8. 

11 Q. Se c t i o n 8 i s an i r r e g u l a r s e c t i o n , i s i t 

12 not? 

13 A. Yes, i t i s . And the east h a l f of Se c t i o n 8 

14 i s i n a u n i t , Cox Canyon U n i t . I c o u l d n ' t begin t o 

15 t e l l you how we made t h i s m i s t a k e , but we d i d . 

16 Q. As I understand you, t h e r e i s c u r r e n t l y on 

17 f i l e w i t h the D i v i s i o n a C-102 showing the south h a l f 

18 of Se c t i o n 8 where, i n f a c t , a l l of Se c t i o n 8 i s being 

19 d e d i c a t e d t o the w e l l ? 

20 A. Yes. 

21 Q. You're w i s h i n g t o rep l a c e t h a t w i t h what 

22 has been marked as E x h i b i t 2, i s t h a t c o r r e c t ? 

23 A. Yes. 

24 Q. E x h i b i t 2 i s a C-102 o u t l i n i n g the 

25 nonstandard u n i t , i s t h a t c o r r e c t ? 

CUMBRE COURT REPORTING 
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1 A. Yes. 

2 Q. Let's r e f e r back t o E x h i b i t 1 and the 

3 s u r f a c e p l a t a g a i n . W i l l you b r i e f l y d i s c u s s the 

4 ownership i n S e c t i o n 8 and S e c t i o n 17? 

5 A. W e l l , the west h a l f of S e c t i o n 8 i s owned 

6 by Great Western, Mesa Petroleum and D a v o i l . The 

7 t h r e e of us own i t . We had communitized t h i s once 

8 b e f o r e f o r a Mesaverde w e l l back i n 54 u s i n g t h i s same 

9 c o n f i g u r a t i o n . T h i s i s what we're as k i n g a g a i n , f o r 

10 i t t o be done t o the F r u i t l a n d Coal. 

11 Q. And w i t h i n the nonstandard u n i t , where i s 

12 Great Western's i n t e r e s t ? 

13 A. I t ' s i n a l l of t h i s . The west h a l f / w e s t 

14 h a l f of 17 and the west h a l f of 8. 

15 Q. Can you gi v e the ownership percentages t o 

16 the Hearing Examiner? 

17 A. I t ' s 55 p e r c e n t , or a l i t t l e over 50 

18 p e r c e n t t o Great Western, 25 t o Mesa and the r e s t i s 

19 owned by D a v o i l . 

20 Q. And have D a v o i l and Mesa committed t o the 

21 w e l l , a c c o r d i n g t o the acreage o u t l i n e d on E x h i b i t 1 , 

22 nonstandard u n i t acreage? 

23 A. Yes, they have. 

24 Q. I s t h e r e a c o m m u n i t i z a t i o n agreement 

25 pending? 

CUMBRE COURT REPORTING 
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1 A. Yes. 

2 Q. And t h a t ' s been executed by D a v o i l and 

3 Mesa? 

4 A. Yes. 

5 Q. Have those p a r t i e s a l s o executed a JOA 

6 co m m i t t i n g t o t h a t ? 

7 A. Yes, they have. They signed a l e t t e r 

8 agreement, AFE, and j o i n t o p e r a t i n g agreement. 

9 Q. A l l r i g h t . Did t h e y i n d i c a t e t o you 

10 whether or not they would be w i l l i n g t o work out any 

11 swap of acreage t o a l l o w f o r the d e d i c a t i o n of S e c t i o n 

12 8 t o a standard u n i t ? 

13 A. Yes, they d i d . I n f a c t , I spoke t o 

14 Northwest P i p e l i n e , and r a t h e r than come and go 

15 t h r o u g h a l l of t h i s , I suggested t h a t we j u s t swap 

16 F r u i t l a n d f o r m a t i o n i n the west h a l f / w e s t h a l f f o r the 

17 F r u i t l a n d f o r m a t i o n o n l y t h a t they have i n the east 

18 h a l f of Se c t i o n 8; and I b e l i e v e we co u l d have done 

19 t h i s w i t h j u s t o p e r a t i n g r i g h t s . 

20 I f t h e y assigned us t h e i r o p e r a t i n g r i g h t s 

21 t o t h a t f o r m a t i o n , we would have signed i t . And 

22 everybody has agreed t o i t ; i n o t h e r words, everybody 

23 on our p a r t . 

24 Q. But you were not able t o consummate such a 

25 swap? 
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1 A. No. 

2 Q. Why i s t h a t ? 

3 A. Northwest, when I t a l k e d t o them, they s a i d 

4 they would t h i n k about i t but they d i d n ' t t h i n k t h e y 

5 c o u l d get t h e i r p a r t n e r s t o go along w i t h i t . 

6 Q. There i s a l s o some u n c e r t a i n t y , i s t h e r e 

7 n o t , whether or not you co u l d get a p r o r a t i o n u n i t or 

8 c o m m u n i t i z a t i o n agreement approved t h a t would take you 

9 across the boundary of the Cox Canyon U n i t i f you 

10 i n c l u d e d the southeast q u a r t e r of Se c t i o n 8? 

11 A. I t h i n k t h e r e i s some q u e s t i o n about i t . 

12 Q. As an a s i d e , since we're not t a l k i n g about 

13 t h a t acreage, not being p a r t of t h i s a p p l i c a t i o n ' s 

14 l a n d s , l e t me r e f e r you t o E x h i b i t 3. 

15 Do you have t h a t ? 

16 A. Yes. 

17 Q. E x h i b i t 3 i s Order No. R-5262 which spaced 

18 the Mesaverde f o r m a t i o n f o r these lands along a 

19 nonstandard u n i t as we're a s k i n g f o r today? 

20 A. Yes. 

21 Q. Would you r e f e r t o F i n d i n g No. 8 of t h a t 

22 e x h i b i t and read i t i n t o the r e c o r d , please? 

23 A. I t ' s k i n d of hard t o read. 

24 "That the a p p l i c a n t has requested 

25 the o p e r a t o r of the Cox Canyon U n i t t o j o i n 
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1 i n the f o r m a t i o n of orthodox gas p r o r a t i o n 

2 u n i t s i n s a i d S e c t i o n 8 and 17, but t h a t 

3 the s a i d o p e r a t o r has d e c l i n e d ; t h a t i t 

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

5 s a i d leases w i t h a d j o i n i n g acreage i n 

6 the area so as t o form orthodox u n i t s . " 

7 Q. To your knowledge, has Northwest attempted 

8 t o i n i t i a t e compulsory p o o l i n g proceedings t o i n c l u d e 

9 lands i n S e c t i o n 8? 

10 A. Not t o my knowledge. 

11 Q. Mr. Shanahan, i f your a p p l i c a t i o n i s not 

12 g r a n t e d , do you b e l i e v e t h a t i t would be a p p r o p r i a t e 

13 t o have your p r o d u c t i o n r e s t r i c t e d from your w e l l ? 

14 A. Say t h a t a g a i n , would you please? 

15 Q. I f you're not s u c c e s s f u l i n t h i s 

16 a p p l i c a t i o n here today, say, f o r i n s t a n c e , you're 

17 going t o be l i m i t e d t o 160-acre p r o r a t i o n u n i t , or 

18 some such s c e n a r i o , and were i t a l s o l i k e l y t h a t your 

19 p r o d u c t i o n would be r e s t r i c t e d , would your plans f o r 

20 the w e l l change? 

21 A. W e l l , i t would be uneconomical t o produce 

22 i t . 

23 Q. Do you b e l i e v e t h a t would lead t o premature 

24 abandonment? 

25 A. Yes, I do. 
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1 Q. Do you al s o b e l i e v e t h a t not a l l the 

2 reserves would be s u f f i c i e n t l y produced i f t h a t were 

3 the case? 

4 A. A b s o l u t e l y . 

5 Q. Would you e x p l a i n t o the Hearing Examiner 

6 what the c u r r e n t spacing i s f o r the Mesaverde 

7 f o r m a t i o n i n a l l of Se c t i o n 17 and S e c t i o n 8? 

8 A. The same as i t i s f o r the F r u i t l a n d , 

9 320-acre spacing. 

10 Q. The c u r r e n t c o n f i g u r a t i o n of the spacing 

11 u n i t s on t h a t acreage are what? 

12 A. The c u r r e n t c o n f i g u r a t i o n u n i t t h a t we have 

13 on the Mesaverde? 

14 Q. Yes. 

15 A. I s the west h a l f of 8 and the west 

16 h a l f / w e s t h a l f of 17. 

17 Q. What i s the c o n f i g u r a t i o n f o r the remaining 

18 acreage i n 8 and 17, i f you know? 

19 A. W e l l , i t would be the east h a l f of the west 

20 h a l f , the west h a l f of the east h a l f , and the r e s t of 

21 S e c t i o n 8. I'm t a l k i n g about 17, the east h a l f and 

22 the west h a l f . 

23 Q. Those p r o r a t i o n u n i t s are a l s o nonstandard? 

24 A. Yes. 

25 Q. And who operates those? 
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1 A. Northwest P i p e l i n e . 

2 Q. Let's look at E x h i b i t 4, i f you would 

3 p l e a s e , s i r . E x h i b i t 4 i s the C-102 f o r a the Cox 

4 Canyon U n i t #204, i s i t not? 

5 A. Yes. 

6 Q. That i s f o r a proposed F r u i t l a n d w e l l ? 

7 A. Yes. 

8 Q. There i s c u r r e n t l y not a w e l l l o c a t e d i n 

9 t h a t acreage, i s t h e r e ? 

10 A. No. 

11 Q. I f you w i l l r e f e r t o the middle p o r t i o n of 

12 t h a t C-102, i t r e p r e s e n t s t h a t the acreage i s 

13 u n i t i z e d ? 

14 A. Yes. 

15 Q. To your knowledge, i s i t u n i t i z e d ? 

16 A. W e l l , t h i s acreage where the l o c a t i o n i s , 

17 i s i n the Cox Canyon U n i t . 

18 Q. Yes, but the q u e s t i o n i s whether or not the 

19 acreage embraced w i t h i n the s t andard u n i t shown on the 

20 C-102, i s whether or n o t , i n f a c t , a l l of t h a t acreage 

21 i s u n i t i zed? 

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

23 Q. That's because you h o l d the i n t e r e s t i n the 

24 west h a l f / w e s t h a l f ? 

25 A. Yes. 
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1 Q. A l l r i g h t . Mr. Shanahan, you've gi v e n 

2 n o t i c e t o a l l the o f f s e t s , t o your knowledge. Have 

3 you r e c e i v e d any waivers t o the proposed u n i t ? 

4 A. Yes. Just t o the east of S e c t i o n 17, Mesa 

5 has t h a t and they've signed a w a i v e r . 

6 Q. A l l r i g h t . Mr. Shanahan, i n your view, i n 

7 your o p i n i o n , w i l l 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 be 

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

9 waste 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 ? 

10 A. Yes, I do. 

11 Q. Were E x h i b i t s 1 and 2 prepared by you or at 

12 your d i r e c t i o n ? 

13 A. At my d i r e c t i o n . 

14 Q. A l l r i g h t . 

15 MR. HALL: We would move the admission of 

16 E x h i b i t s 1 and 2. We would a l s o ask t h a t the Examiner 

17 take a d m i n i s t r a t i v e n o t i c e of E x h i b i t s 3 and 4, and we 

18 would a l s o move the admission of E x h i b i t 5, which i s 

19 our 1207 A f f i d a v i t . 

20 MR. STOVALL: Mr. Examiner, b e f o r e you 

21 admit the e x h i b i t s , I would p o i n t out t h a t Mr. 

22 Shanahan i s a landman and has t e s t i f i e d t o the land 

23 p o r t i o n o f E x h i b i t 1 , and I don't b e l i e v e the 

24 c r o s s - s e c t i o n or l o g s e c t i o n s i s p r o p e r l y a d m i s s i b l e 

25 unless Mr. H a l l has oth e r f e e l i n g s about t h a t t h a t you 
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1 would l i k e t o address. 

2 MR. HALL: I've moved the admission of the 

3 e n t i r e e x h i b i t and t h e r e was no o b j e c t i o n . I t ' s 

4 c o r r e c t , he was not t e s t i f y i n g as an engineer today. 

5 He has knowledge of what the e x h i b i t shows i n t h a t 

6 regard and he's o f f e r e d t e s t i m o n y on i t . The Examiner 

7 can g i v e i t the a p p r o p r i a t e w e i g h t . 

8 MR. STOVALL: I would not make i t as an 

9 o b j e c t i o n , p r o v i d e d t h a t i t i s c l e a r on the r e c o r d 

10 t h a t the landman has a t t a c h e d i t t o h i s land p l a t , and 

11 we understand t h e r e ' s been no g e o l o g i c t e s t i m o n y u s i n g 

12 t h a t as a g e o l o g i c e x h i b i t . 

13 MR. HALL: W e l l , t h e r e has been b r i e f 

14 r e f e r e n c e t o the geology as i t ' s shown on t h e r e , but 

15 t h a t i s c o r r e c t , he i s not t e s t i f y i n g as a g e o l o g i s t 

16 or an engineer. 

17 MR. STOVALL: I'm saying t h a t you can admit 

18 i t , but w i t h t h a t caveat, t h a t i t ' s not — 

19 EXAMINER CATANACH: We'll go ahead and 

20 a l l o w i t and gi v e i t the proper w e i g h t . 

21 E x h i b i t s 1, 2 and 5 w i l l be a d m i t t e d as 

22 evidence. And you wanted me t o tak e a d m i n i s t r a t i v e 

23 n o t i c e of E x h i b i t s 3 and 4? 

24 MR. HALL: Yes, s i r . 

25 EXAMINER CATANACH: What i s t h a t ? 
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1 MR. STOVALL: I assume you're not o f f e r i n g 

2 those as e x h i b i t s , because one i s a copy of a D i v i s i o n 

3 Order. 

4 MR. HALL: They were not prepared by t h i s 

5 w i t n e s s , but they were kept on f i l e as records kept i n 

6 the o r d i n a r y course of business of the D i v i s i o n . 

7 EXAMINER CATANACH: I t h i n k t h e y can be 

8 ad m i t t e d as e x h i b i t s , Mr. H a l l . 

9 MR. STOVALL: I t makes i t e a s i e r t o 

10 i d e n t i f y them, and we can always v e r i f y them a g a i n s t 

11 the ones a c t u a l l y on f i l e . Mr. Cooter, do you have 

12 any o b j e c t i o n t o t h a t ? 

13 MR. COOTER: No, s i r . 

14 EXAMINER CATANACH: E x h i b i t s 1 throu g h 5 

15 w i l l be a d m i t t e d as evidence. 

16 Mr. Cooter? 

17 MR. COOTER: I have a few b r i e f q u e s t i o n s 

18 f o r Mr. Shanahan. 

19 EXAMINATION 

20 BY MR. COOTER: 

21 Q. Who i s D. E. Baxter? 

22 A. Doyle Baxter i s our f i e l d s u p e r i n t e n d e n t i n 

23 Farmington. 

24 Q. When Great Western f i l e d the a p p r o p r i a t e 

25 form f o r a p p r o v a l t o d r i l l i t s J. E. Decker #11 w e l l , 
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1 t h i s D i v i s i o n ' s form C-102 was prepared and su b m i t t e d 

2 w i t h t h a t , was i t not? 

3 A. Yes. 

4 Q. And t h a t showed a l l of Se c t i o n 8, t h a t 

5 being a s h o r t s e c t i o n , o t h e r w i s e i t would have j u s t 

6 been the south h a l f of a r e g u l a r s e c t i o n , but a l l 

7 S e c t i o n 8 was d e d i c a t e d t o t h a t w e l l ? 

8 A. That's t r u e . 

9 Q. And t h a t was done b e f o r e t h a t w e l l was 

10 d r i l l e d ? 

11 A. Yes. 

12 Q. And then the w e l l was d r i l l e d and 

13 completed, was i t not? 

14 A. Yes. 

15 Q. And when was i t completed? 

16 A. I don't have the exact d a t e . 

17 Q. Let me show you the C-105 on t h a t . 

18 A. Okay. 1/26/90. 

19 Q. January 26th of t h i s year? 

20 A. Yes. 

21 Q. And then when was i t t h a t Great Western 

22 r e v i s e d i t s proposed spacing u n i t t o conform w i t h what 

23 you now seek? 

24 I t h i n k i t ' s on the next page, i f you want 

25 t o t u r n t o t h a t . 
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1 A. The date? 

2 Q. Yes. 

3 A. February 22 , 1990 . 

4 Q. And t h a t , a g a i n , was signed by your Mr. 

5 Baxter? 

6 A. Doyle Baxter. 

7 MR. STOVALL: Mr. Cooter, may I ask, the 

8 documents which you had him r e f e r t o are copies of the 

9 C-105, the c o m p l e t i o n r e p o r t , i s t h a t c o r r e c t ? 

10 MR. COOTER: Yes, s i r . 

11 MR. STOVALL: And then an amended C-102? 

12 MR. COOTER: Yes, s i r . 

13 MR. STOVALL: And would i t be c o r r e c t t o 

14 assume you got those from D i v i s i o n f i l e s ? 

15 MR. COOTER: Yes, s i r . 

16 MR. STOVALL: So h i s t e s t i m o n y i s based 

17 upon i n f o r m a t i o n which you have p r o v i d e d t o him and 

18 not based upon h i s own u n d e r s t a n d i n g , i s t h a t c o r r e c t ? 

19 MR. COOTER: Yes, s i r . 

20 Q. (BY MR. COOTER) I s t h e r e any q u e s t i o n i n 

21 your mind, Mr. Shanahan, but t h a t the forms t h a t I've 

22 shown you and we've t a l k e d about so f a r are t r u e and 

23 c o r r e c t copies of the forms a c t u a l l y f i l e d by your 

24 company? 

25 A. I would say yes. 
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1 Q. Mr. H a l l had you read from an Order e n t e r e d 

2 by t h i s Commission back i n 1954 which c r e a t e d the 

3 gerrymander p r o r a t i o n u n i t f o r the Mesaverde, and he 

4 had you read, I b e l i e v e , paragraph 8 of the f i n d i n g s 

5 as set f o r t h on page 2? 

6 A. That i s c o r r e c t . Let me d i r e c t your 

7 a t t e n t i o n t o a l e t t e r of May 1984 t o Mr. G i l l e n , a 

8 copy of which i s marked as E x h i b i t No. 16 i n those 

9 t h a t have been g i v e n t o you here. Let me hand you my 

10 copy? 

11 A. A l l r i g h t . 

12 Q. That l e t t e r proposes, does i t n o t , t h a t 

13 Great Western and i t s i n t e r e s t owners j o i n w i t h 

14 Northwest P i p e l i n e i n f o r m i n g a south h a l f or a l l of 

15 S e c t i o n 8 u n i t f o r your Decker #11 w e l l ? 

16 A. Yes. 

17 Q. And then i t a f f o r d s your company and your 

18 p a r t n e r s an o p p o r t u n i t y t o j o i n w i t h Northwest 

19 P i p e l i n e i n a u n i t t h a t would be the west h a l f of 

20 S e c t i o n 17? 

21 A. That's what i t says. 

22 Q. And you were a f f o r d e d t h a t o p p o r t u n i t y and 

23 you d e c l i n e d i t ? 

24 A. We never d e c l i n e d i t . 

25 Q. W e l l , you're r i g h t . I t was j u s t never 
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1 accepted? 

2 A. That's r i g h t . 

3 Q. But you were a f f o r d e d t h a t o p p o r t u n i t y ? 

4 A. Yes. 

5 MR. COOTER: Thank you. That's a l l I 

6 have. 

7 MR. HALL: That concludes our d i r e c t of 

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

9 EXAMINATION 

10 BY EXAMINER CATANACH: 

11 Q. Mr. Shanahan, were you the o p e r a t o r of the 

12 Mesaverde spacing u n i t ? 

13 A. Yes. 

14 Q. I s t h a t s t i l l c u r r e n t l y producing? 

15 A. Yes. 

16 Q. Are t h e r e any other Mesaverde w e l l s i n 

17 S e c t i o n 8 or 17? 

18 A. Yes, I b e l i e v e t h e r e i s . 

19 Q. How many more? 

20 A. F o u r — f i v e . 

21 Q. Now, i n Sections 8 and 17, besides your 

22 nonstandard u n i t , are t h e r e one or two other 

23 nonstandard Mesaverde u n i t s ? 

24 A. Not to my knowledge, no. 

25 Q. There's j u s t one a d d i t i o n a l u n i t besides 
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1 yours? 

2 A. Uh-huh. 

3 MR. HALL: I'm s o r r y , what was the q u e s t i o n 

4 again? 

5 EXAMINER CATANACH: I was aski n g him how 

6 many nonstandard u n i t s e x i s t i n 8 and 17 i n the 

7 Mesaverde. 

8 MR. HALL: I b e l i e v e I can shed some l i g h t 

9 on t h a t . I n f a c t , t h e r e are t h r e e , c o n s i s t i n g of the 

10 southeast of 8 and the west h a l f / w e s t h a l f of 17; 

11 t h e r e i s another c o n s i s t i n g of the east h a l f - -

12 MR. STOVALL: Was t h a t the southwest of 8 

13 or southeast? 

14 MR. HALL: Southwest of 8. There i s 

15 another c o n s i s t i n g of the west h a l f / e a s t h a l f of 17 

16 and the east h a l f / w e s t h a l f ; and t h e r e ' s a l s o another 

17 c o n s i s t i n g of the east h a l f / e a s t h a l f of 17 and the 

18 southeast of 8. 

19 MR. HALL: I have those w e l l names, i f you 

20 would l i k e them. 

21 MR. STOVALL: I s t h a t Mesaverde, or 

22 Mesaverde and Dakota, Mr. H a l l ? 

23 MR. HALL: Mesaverde, I b e l i e v e . 

24 EXAMINER CATANACH: I s Northwest P i p e l i n e 

25 the o p e r a t o r of those two? 
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1 MR. HALL: Yes, s i r . 

2 Q. (BY EXAMINER CATANACH) Mr. Shanahan, you 

3 s a i d i t may be d i f f i c u l t t o get the acreage i n the 

4 southeast q u a r t e r of 8 t o p a r t i c i p a t e i n your w e l l 

5 because i t ' s p a r t of a u n i t ? 

6 A. No. We never approached them t o 

7 pa r t i c i p a t e . 

8 Q. They've never been approached? 

9 A. No. 

10 Q. But do you have any knowledge whether or 

11 not i t c o u l d be done? 

12 A. I t h i n k i t c o u l d , p r o b a b l y . 

13 EXAMINER CATANACH: That's a l l I have of 

14 the w i t n e s s . 

15 MR. STOVALL: Just one q u e s t i o n . How many 

16 acres i n Se c t i o n 8, i n the r e g u l a r small s e c t i o n , do 

17 you know? 

18 THE WITNESS: No, not r i g h t o f f h a n d I 

19 don' t . I t h i n k i t ' s i n excess of 320, but not much. 

20 MR. HALL: That's shown on E x h i b i t 2. 

21 EXAMINER CATANACH: One more q u e s t i o n . 

22 T h i s i s the f i r s t F r u i t l a n d Coal w e l l t o be d r i l l e d i n 

23 these two s e c t i o n s ? 

24 THE WITNESS: Yes. 

25 EXAMINER CATANACH: That's a l l I have. 
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1 MR. HALL: That concludes t h i s w i t n e s s . 

2 MR. COOTER: I have d i s t r i b u t e d t o each one 

3 of you a b o o k l e t which c o n t a i n s 16 e x h i b i t s . 

4 JEFFREY R. VAUGHAH 

5 the w i 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 

6 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 : 

7 EXAMINATION 

8 BY MR. COOTER: 

9 Q. Would you s t a t e your name f o r the r e c o r d , 

10 s i r ? 

11 A. My name i s J e f f Vaughan. 

12 Q. By whom are you employed, Mr. Vaughan? 

13 A. Northwest P i p e l i n e C o r p o r a t i o n . 

14 Q. I n what c a p a c i t y , s i r ? 

15 A. I'm the s u p e r v i s o r of j o i n t i n t e r e s t s and 

16 a c q u i s i t i o n s f o r the p r o d u c t i o n d r i l l i n g department. 

17 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 

18 New Mexico O i l Con s e r v a t i o n D i v i s i o n ? 

19 A. Yes, I have. 

20 Q. Recognizing t h a t and not wanting t o take up 

21 an i n o r d i n a t e amount of t i m e , would you r e l a t e 

22 b r i e f l y , and j u s t v e r y b r i e f l y , your e d u c a t i o n and 

23 p r o f e s s i o n a l experience? 

24 A. I'm a r e g i s t e r e d p r o f e s s i o n a l engineer i n 

25 the State of New Mexico; I have a Bachelor of Science 
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1 degree i n p e t r o l e u m e n g i n e e r i n g from Colorado School 

2 of Mines; I have e i g h t years w i t h Northwest P i p e l i n e 

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

4 capac i t i e s . 

5 Q. Have you reviewed the a p p l i c a t i o n f i l e d i n 

6 t h i s case by Great Western D r i l l i n g Company? 

7 A. Yes, I have. 

8 Q. And are you f a m i l i a r w i t h what t h a t company 

9 seeks and the lands i n v o l v e d ? 

10 A. Yes, I am. 

11 Q. Let's t u r n t o these e x h i b i t s . Have you 

12 prepared c e r t a i n e x h i b i t s f o r your t e s t i m o n y here 

13 today? 

14 A. Yes f I have. 

15 Q. I s E x h i b i t No. 1 one of those? 

16 A. Yes. E x h i b i t No. 1 i s a p l a t which shows 

17 the approved p r o r a t i o n u n i t s f o r the immediate area of 

18 the J. E. Decker #11 w e l l , which i s the s u b j e c t w e l l . 

19 That w e l l i s i n d i c a t e d by a s t a r on your p l a t s . 

20 The approved p r o r a t i o n u n i t i s o u t l i n e d 

21 w i t h a dashed l i n e . 

22 The purpose of t h i s e x h i b i t i s t o show a l l 

23 the o f f s e t w e l l s which are s t a k e d , which have approved 

24 p r o r a t i o n u n i t s . A l l of these are standard p r o r a t i o n 

25 u n i t s as set f o r t h by the F r u i t l a n d Basin Coal 
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1 P r o r a t i o n Rules approved by t h i s D i v i s i o n . 

2 A l l of these p r o r a t i o n u n i t s mesh w i t h the 

3 o r i g i n a l l y proposed p r o r a t i o n u n i t i n S e c t i o n 8, and 

4 a l l of the other w e l l s are staked and approved. I n 

5 f a c t , the Cox Canyon #200 i n Se c t i o n 9 has been 

6 d r i l l e d . The Cox Canyon #201 i n Se c t i o n 16, t h a t 

7 would be the east h a l f of S e c t i o n 16, has been 

8 d r i l l e d . And t h e r e i s another w e l l not shown on the 

9 map which would be t o the east of the J. E. Decker 

10 #10, and i t ' s t o the west of the J. E. Decker #10 i n 

11 S e c t i o n 7, d r i l l e d by Great Western, which i s a l s o a 

12 standard p r o r a t i o n u n i t being a lay-down p r o r a t i o n 

13 u n i t f o r t h a t t r u n c a t e d row of s e c t i o n s on the s t a t e 

14 l i n e . 

15 Q. Let me i n t e r r u p t you t h e r e f o r j u s t a 

16 minute, Mr. Vaughan. You s a i d west of the J. E. 

17 Decker #10 w e l l , t h a t would take i t over i n t o S e c t i o n 

18 12, would i t not? 

19 A. That's c o r r e c t , S e c t i o n 12 of Range 12. 

20 Q. That has been d e d i c a t e d t o a Basin 

21 F r u i t l a n d Coal and the w e l l d r i l l e d ? 

22 A. That's d i r e c t . 

23 Q. How about the one i n Se c t i o n 7? 

24 A. The w e l l i n Se c t i o n 7 has been d r i l l e d and 

25 completed by Great Western and i t a l s o was approved 
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1 w i t h a standard p r o r a t i o n u n i t as set f o r t h i n the 

2 F r u i t l a n d Coal Bed Pool Rules. 

3 Q. Mr. Shanahan t e s t i f i e d about a p p r o v a l from 

4 Mesa O p e r a t i n g . Where i s t h e i r i n t e r e s t ? 

5 A. Okay. The w e l l s staked by oth e r o p e r a t o r s 

6 are shown i n orange d o t s . The Mesa w e l l s are the Fed 

7 Com #8 and the Fed Com #7 i n Se c t i o n 18, j u s t below 

8 the J. E. Decker #10. That acreage i s owned by Mesa; 

9 the m a j o r i t y of i t i s owned by Mesa. Mesa staked the 

10 w e l l s and they have approved standard p r o r a t i o n u n i t s 

11 f o r those l o c a t i o n s . 

12 Q. Why i s S e c t i o n 8 shown w i t h i n the dashed 

13 l i n e s as you have? 

14 A. W e l l , the purpose t o show t h i s w i t h i n the 

15 dashed l i n e s i s t h a t f o r proper d r a i n a g e of t h i s 

16 r e s e r v o i r , S e c t i o n 8, as i t was o r i g i n a l l y approved, 

17 meshes w i t h a l l of the o f f s e t w e l l s , some of which are 

18 d r i l l e d , a l l of which are staked and approved, and 

19 many of which have l o c a t i o n s a l r e a d y b u i l t . 

20 Also on t h i s e x h i b i t I've shown some 

21 p r o d u c t i o n data which I would l i k e t o r e f e r t o l a t e r . 

22 Q. Up at the top? 

23 A. Y e s , s i r . 

24 Q. Y o u ' l l come back t o t h a t ? 

25 A. I ' l l come back t o t h a t . 
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1 Q. You're ready t o go t o E x h i b i t No. 2? 

2 A. Yes, s i r . 

3 Q. Let' s t u r n t o E x h i b i t No. 2. I d e n t i f y and 

4 e x p l a i n t h a t , i f you would. 

5 A. What's shown i n E x h i b i t No. 2 i s b a s i c a l l y 

6 the same map as E x h i b i t No. 1. O u t l i n e d i n green i s 

7 the p r o r a t i o n u n i t proposed by Great Western i n t h i s 

8 h e a r i n g . The w e l l l o c a t i o n again i s shown w i t h the 

9 s t a r . 

10 The purpose of t h i s p l a t i s t o show the O i l 

11 C o n s e r v a t i o n D i v i s i o n what would r e s u l t i f t h a t 

12 p r o r a t i o n u n i t was approved. What would r e s u l t i s , 

13 the red and the brown p r o r a t i o n u n i t s would be a l s o 

14 nonstandard p r o r a t i o n u n i t s f o r the F r u i t l a n d Coal, 

15 and the w e l l s we've a l r e a d y staked would then become 

16 unorthodox l o c a t i o n s because t h e y ' r e not w i t h i n 790 

17 f e e t of the p r o r a t i o n u n i t boundary and, f u r t h e r m o r e , 

18 the w e l l i s not i n the n o r t h e a s t q u a r t e r of what would 

19 be the southeast q u a r t e r of S e c t i o n 8. 

20 I n oth e r words, the f i r s t w e l l i n each 

21 p r o r a t i o n u n i t should be i n the n o r t h e a s t q u a r t e r or 

22 the southwest q u a r t e r . 

23 Q. Turn t o E x h i b i t 3, i f you would, and 

24 i d e n t i f y and e x p l a i n t h a t ? 

25 A. What I've shown i n E x h i b i t 3, which i s 

CUMBRE COURT REPORTING 
(505) 984-2244 



29 

1 s i m i l a r t o E x h i b i t No. 2, i s where we would have t o 

2 move the l o c a t i o n s we a l r e a d y have sta k e d , approved 

3 and b u i l t , i n order f o r them t o be orthodox 

4 l o c a t i o n s . 

5 A l s o , i n order t o p r o t e c t the Cox Canyon 

6 U n i t acreage or the east h a l f of what i s S e c t i o n 8 

7 from drainage by the e x i s t i n g w e l l , i n o t h e r words, t o 

8 p r o t e c t our i n t e r e s t or the combined i n t e r e s t of the 

9 u n i t , we would propose the w e l l be d r i l l e d as shown by 

10 the y e l l o w d o t , Cox Canyon #203, and also Cox Canyon 

11 #204 would have t o be moved over t o be more than 790 

12 f e e t from the p r o r a t i o n u n i t boundary. 

13 Another p o i n t I would l i k e t o make w i t h 

14 t h i s p l a t i s the e n t i r e n o r t h h a l f of S e c t i o n 17 would 

15 be l e f t w i t h o u t a w e l l . At t h i s time t h e r e are no 

16 p r o v i s i o n s f o r i n f i l l w e l l s w i t h o u t a h e a r i n g , and i f , 

17 i n f a c t , the time d i d come down the road f o r i n f i l l 

18 w e l l s , t h e r e would be d i f f i c u l t i e s as t o where t o 

19 l o c a t e them t o be standard l o c a t i o n s . 

20 I f you compare t h i s t o E x h i b i t 1 , you can 

21 see t h a t as o r i g i n a l l y f i l e d , none of these problems 

22 would a r i s e , and as o r i g i n a l l y f i l e d the p r o r a t i o n 

23 u n i t conforms t o the r u l e s of t h i s Commission. 

24 Q. Keep on E x h i b i t 1 f o r j u s t one minute i f 

25 you would, Mr. Vaughan. I f the area were developed i n 
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1 t h a t way under the e x i s t i n g r u l e s and r e g u l a t i o n s of 

2 the Basin F r u i t l a n d Coal, would those w e l l s , i n your 

3 o p i n i o n , adequately d r a i n the acreage as shown? 

4 A. Yes. As shown on E x h i b i t 1 , the w e l l s i n 

5 the spacing p a t t e r n t h e r e would be the best method t o 

6 d r a i n the F r u i t l a n d Coal w e l l s . 

7 Q. I d e n t i f y and e x p l a i n E x h i b i t 4, i f you 

8 would? 

9 A. E x h i b i t 4 i s an isopach of the c o a l i n the 

10 g e n e r a l area. I don't have the s u b j e c t w e l l 

11 i d e n t i f i e d , but I b e l i e v e you can see Se c t i o n 8, 

12 toward the c e n t e r - t o p of the e x h i b i t . 

13 The purpose of t h i s e x h i b i t i s t o show t h a t 

14 the c o a l i s f a i r l y c o n t i nuous i n t h i c k n e s s t h r o u g h o u t 

15 a l l of S e c t i o n 8, and a c t u a l l y t h i n somewhat towards 

16 the southwest q u a r t e r of Se c t i o n 17, which would be 

17 the p r o r a t i o n u n i t proposed by Great Western. 

18 You can see the o u t l i n e of the Cox Canyon 

19 U n i t t h e r e . That would form the e a s t e r n boundary of 

20 the proposed p r o r a t i o n u n i t . So, the c o a l i s 

21 continuous t h r o u g h S e c t i o n 8, and not continuous t o 

22 the s o u t h , at l e a s t not as cont i n u o u s as i t i s going 

23 i n an east/west d i r e c t i o n . 

24 At t h i s time I would l i k e t o r e f e r back t o 

25 E x h i b i t 1 very b r i e f l y . The p r o d u c t i o n data i s shown 
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1 t h e r e f o r the J. E. Decker #10, #11 and the Cox Canyon 

2 #200. Those w e l l s are d i r e c t l y below the d a t a . 

3 As you can see, a l l the w e l l s were f r a c ' d 

4 and the p r o d u c t i o n gauges are s i m i l a r , e s p e c i a l l y f o r 

5 the w e l l i n Se c t i o n 8 and the w e l l i n Se c t i o n 9. This 

6 goes t o show t h a t the c o a l i s , i n f a c t , s i m i l a r 

7 th r o u g h o u t a l l of Sec t i o n 8 i n t o S e c t i o n 9. 

8 Q. A l l r i g h t . Turn n e x t , i f you would, t o 

9 E x h i b i t 5. I d e n t i f y and e x p l a i n t h a t . 

10 A. E x h i b i t 5 i s a s t r u c t u r a l map on the base 

11 of the Lewis Shale Marker f o r the s u b j e c t area. 

12 The purpose of t h i s e x h i b i t i s t o show 

13 t h e r e i s no s i g n i f i c a n t s t r u c t u r a l v a r i a t i o n s 

14 t h r o u g h o u t e i t h e r east/west or n o r t h / s o u t h t h a t would 

15 i n any way g e o l o g i c a l l y c o n t r o l p r o d u c t i o n . 

16 Also shown i n t h i s e x h i b i t i s the 

17 c r o s s - s e c t i o n l i n e f o r the c r o s s - s e c t i o n s shown i n 

18 E x h i b i t 6 . 

19 Q. Let's t u r n t o E x h i b i t 6 and t a l k about 

20 t h a t , i f you would. 

21 A. Mr. Examiner, E x h i b i t 6 shows a 

22 c r o s s - s e c t i o n t h r o u g h the J. E. Decker #10, the 

23 J. E. Decker #11, and the Cox Canyon U n i t #26. T h i s 

24 i s s i m i l a r t o the c r o s s - s e c t i o n p r e v i o u s l y presented 

25 by Great Western. I t c o n t i n u e s i n t o S e c t i o n 9. 

CUMBRE COURT REPORTING 
(505) 984-2244 



32 

1 I would l i k e t o d i r e c t your a t t e n t i o n t o 

2 the J. E. Decker #11 w e l l and Cox Canyon U n i t #26 

3 w e l l , and p o i n t out t h a t the c o a l s are f a i r l y 

4 continuous between these two w e l l s , and t h a t the c o a l 

5 t h i c k n e s s e s are s i m i l a r as shown on the isopach map. 

6 Q. I s your s t r u c t u r e map and the w i r e l i n e 

7 l o g s , are they c o r r o b o r a t e d by the p r o d u c t i o n data as 

8 shown on E x h i b i t 1? 

9 A. Yes. I b e l i e v e we've shown t h a t 

10 g e o l o g i c a l l y the c o a l i s s i m i l a r and al s o the 

11 p r o d u c t i o n gauges are s i m i l a r . What we're showing i s 

12 t h a t t h e r e i s some c o n t i n u i t y , and t h e r e would be 

13 d r a i n a g e of the east h a l f of Se c t i o n 8 by the s u b j e c t 

14 w e l l . 

15 Q. Were E x h i b i t s 1 th r o u g h 6 — 

16 A. I s t i l l have t o r e f e r t o E x h i b i t 6(B) . 

17 Q. Oh, okay. Thank you. L e t ' s go t o 6 ( B ) . 

18 A. Okay. Very b r i e f l y , 6(B) i s a l o g from a 

19 w e l l d r i l l e d i n the southwest q u a r t e r of Se c t i o n 17. 

20 The reason t h i s was i n c l u d e d was, t o go back t o my 

21 p r e v i o u s s t a t e m e n t , the c o a l s are t h i n n i n g t o the 

22 s o u t h . There's o n l y 25 f o o t of c o a l i n t h i s w e l l . 

23 The c o a l s are more spread out and t h e y ' r e not 

24 co n t i g u o u s i n so much as t h a t they do not c o r r e l a t e 

25 w i t h the p r e v i o u s l y shown c r o s s - s e c t i o n . I n f a c t , 
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1 t h e r e are on l y 9 seams here, compared t o 13 shown i n 

2 the w e l l s t o the n o r t h . 

3 And t h i s would conclude my p r e s e n t a t i o n of 

4 E x h i b i t s 1 th r o u g h 6. 

5 Q. I n c l u d i n g 6(B)? 

6 A. Yes, s i r . 

7 Q. Were those seven e x h i b i t s , being numbered 1 

8 th r o u g h 6, and 6 ( B ) , prepared by you or under your 

9 d i r e c t i o n and s u p e r v i s i o n ? 

10 A. Yes, they were. 

11 MR. COOTER: Mr. Examiner, we o f f e r those 

12 e x h i b i t s at t h i s t i m e . 

13 EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 6 

14 and 6(B) w i l l be a d m i t t e d as evidence. 

15 Q. (BY MR. COOTER) Now, l e t me d i r e c t your 

16 a t t e n t i o n , and we can p r o b a b l y cover t h i s f a i r l y 

17 r a p i d l y , t o the documents we've a t t a c h e d as E x h i b i t s 7 

18 t h r o u g h 15 . 

19 Could you i d e n t i f y those f o r us p l e a s e , 

20 Mr. Vaughan? 

21 A. Yes. As I p r e v i o u s l y s t a t e d , the w e l l s 

22 shown on E x h i b i t s 1 t h r o u g h 3 are approved and s t a k e d , 

23 and these are the C-102 forms f o r those w e l l s . 

24 Q. E x h i b i t 8 being the form C-102 t h a t was 

25 f i l e d by the A p p l i c a n t i n t h i s case p r i o r t o the 
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1 d r i l l i n g of i t s Decker #11 w e l l ? 

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

3 Q. And t h a t was on f i l e when Great Western 

4 d r i l l e d and completed t h a t w e l l ? 

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

6 Q. And t h a t i s the same p r o r a t i o n u n i t , i s i t 

7 n o t , as suggested by Northwest P i p e l i n e on E x h i b i t 1? 

8 A. Yes. We f e e l t h i s would be the best 

9 p r o r a t i o n u n i t . 

10 Q. And t h a t proposed u n i t and w e l l l o c a t i o n 

11 conforms t o the s p e c i a l r u l e s and r e g u l a t i o n s f o r the 

12 Basin F r u i t l a n d Coal Gas Pool adopted by t h i s 

13 D i v i s i o n , does i t not? 

14 A. Yes, i t does. 

15 Q. Are E x h i b i t s 7 t h r o u g h 15 t r u e and c o r r e c t 

16 copies of those forms C-102? 

17 A. Yes, they a r e . 

18 Q. While we don't cover i t , look at the 

19 e x h i b i t which has been marked E x h i b i t No. 9, which i s 

20 the proposed p r o r a t i o n u n i t f o r S e c t i o n 9, t h a t 

21 h a l f - s e c t i o n . 

22 Has t h e r e a l s o been a w e l l proposed i n a 

23 s i m i l a r p r o r a t i o n u n i t over i n S e c t i o n 10, which would 

24 be t o the east? 

25 A. Yes. The purpose of i n c l u d i n g these as 
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1 e x h i b i t s i s t o show t h a t t h e r e i s a w e l l staked i n 

2 Se c t i o n 9, as w e l l as Se c t i o n 10. 

3 Q. Who staked t h a t w e l l i n S e c t i o n 10, do you 

4 know? 

5 A. The w e l l i n Se c t i o n 10 was o r i g i n a l l y 

6 staked was by Northwest P i p e l i n e , subsequently 

7 dropped, and then p r e v i o u s l y r e s t a k e d by M e r i d i a n . 

8 The purpose i s t o show t h a t a l l the way 

9 from S e c t i o n 12 of Township 32 N o r t h , Range 12 West, 

10 con t i n u o u s t h r o u g h S e c t i o n 10 of Township 32 N o r t h , 

11 Range 11 West, the e n t i r e t o p row has been approved on 

12 standard p r o r a t i o n u n i t s which meshes w i t h the 

13 standard p r o r a t i o n u n i t s of the remaining E x h i b i t s 7 

14 t h r o u g h 15 . 

15 Q. As w e l l as the standard p r o r a t i o n u n i t s i n 

16 the f u l l s e c t i o n s t o the south? 

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

18 Q. Mr. Vaughan, i n your o p i n i o n , would a 

19 standard p r o r a t i o n u n i t , comprised of Se c t i o n 8 being 

20 a l i t t l e b i t more than 320 acres as shown on your 

21 e x h i b i t s t h a t you've t a l k e d about he r e , p r o t e c t the 

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

23 A. Yes. 

24 Q. Prevent waste? 

25 A. Yes. 
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1 Q. Be i n the best i n t e r e s t s of c o n s e r v a t i o n ? 

2 A. Yes. 

3 Q. I n your o p i n i o n , would the g r a n t i n g of 

4 Great Western's proposed nonstandard p r o r a t i o n u n i t , 

5 i n the manner t h a t they have i n d i c a t e d , do so? 

6 A. No. 

7 MR. COOTER: We would o f f e r or ask the 

8 Examiner t o tak e a d m i n i s t r a t i v e n o t i c e of those 

9 E x h i b i t s 7 th r o u g h 15, which are j u s t the copies of 

10 the C-102s. 

11 EXAMINER CATANACH: A d m i n i s t r a t i v e n o t i c e 

12 w i l l be taken of E x h i b i t s 7 t h r o u g h 15. 

13 MR. COOTER: That concludes my d i r e c t 

14 t e s t i m o n y . 

15 EXAMINER CATANACH: Mr. H a l l . 

16 MR. HALL: Very b r i e f l y . 

17 EXAMINATION 

18 BY MR. HALL: 

19 Q. As I understand your t e s t i m o n y , w i t h 

20 respect t o Sections 8 and 17, as you e x p l a i n e d on 

21 E x h i b i t s 5 and 6, I b e l i e v e you s a i d t h a t t h e r e was no 

22 s t r u c t u r a l v a r i a t i o n t h r o u g h o u t t h a t acreage, t h a t the 

23 c o a l was continuous t h r o u g h o u t ? 

24 A. No. I s a i d t h a t t h e r e was no s i g n i f i c a n t 

25 s t r u c t u r a l v a r i a t i o n t o c o n t r o l and p r o t e c t the 
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1 p r o d u c t i o n t h r o u g h t h a t area. However the c o a l s , as I 

2 showed on the i s o p a c h , are not c o n t i n u o u s t h r o u g h t h a t 

3 area. I n oth e r words, t h e r e ' s no s t r u c t u r a l boundary 

4 t o prevent the w e l l from d r a i n i n g the east h a l f of 

5 S e c t i o n 8. 

6 Q. With respect t o the lands i n S e c t i o n s 17 

7 and 8, addressing o n l y those l a n d s , t h e r e are o n l y 

8 t h r e e p o s s i b l e l o c a t i o n s a v a i l a b l e i n those lands 

9 anyway, are t h e r e not? 

10 A. I guess I'm not sure I understand your 

11 quest i o n . 

12 Q. You have S e c t i o n 8, c o n s i s t i n g b a s i c a l l y of 

13 320 s e c t i o n s ? S e c t i o n 17 i s 640? 

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

15 Q. W i t h i n t h a t acreage t h e r e are o n l y t h r e e 

16 p o s s i b l e F r u i t l a n d Coal cases on the c u r r e n t s p a c i n g , 

17 i s t h a t c o r r e c t ? 

18 A. That's c o r r e c t . The standard p r o r a t i o n 

19 u n i t i s a p p r o x i m a t e l y 320 acre s . 

20 Q. I f I understand your t e s t i m o n y , t h e r e ' s 

21 r e a l l y no g e o l o g i c a l impediment t o moving your staked 

22 l o c a t i o n s t o nonstandard l o c a t i o n s , i s t h a t c o r r e c t ? 

23 A. Other than the f a c t t h a t the drainage would 

24 be--you would end up w i t h t h r e e w e l l s across s e c t i o n 8 

25 and 9 and on l y one w e l l i n the south p a r t of S e c t i o n 
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1 7, t h e r e b y l e a v i n g the e n t i r e n o r t h h a l f of S e c t i o n 17 

2 v o i d of d r a i n a g e . I n other words, t h e r e would be a 

3 l a r g e gap between the w e l l s d r i l l e d on t h a t acreage. 

4 Q. Depending upon where you staked your w e l l s , 

5 though, of course? 

6 A. That i s t r u e . 

7 Q. You coul d stake a w e l l t h a t would d r a i n the 

8 reserves i n the n o r t h h a l f of 17? 

9 A. We coul d stake a w e l l . I t would be an 

10 unorthodox l o c a t i o n , and we have a l r e a d y staked a w e l l 

11 t h a t i s an orthodox l o c a t i o n . 

12 Q. So were you t o stake such a w e l l and 

13 r e g a r d l e s s of the c o n f i g u r a t i o n of the spacing u n i t s 

14 w i t h i n t h a t acreage, i s n ' t i t t r u e t h a t a l l of the 

15 reserves can be adequately and s u f f i c i e n t l y produced, 

16 r e g a r d l e s s of the c o n f i g u r a t i o n ? 

17 A. I b e l i e v e i t i s p o s s i b l e t o do t h a t , but 

18 not w i t h o u t waste. 

19 MR. HALL: No f u r t h e r q u e s t i o n s . 

20 MR. COOTER: May I ask a couple more 

21 q u e s t i o n s ? 

22 EXAMINER CATANACH: Yes. 

23 FURTHER EXAMINATION 

24 BY MR. COOTER: 

25 Q. Let me ask you t o t u r n t o E x h i b i t 3, which 
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1 shows Great Western's proposed nonstandard p r o r a t i o n 

2 u n i t . You have t e s t i f i e d t h a t i f t h a t were g r a n t e d , 

3 then you would have t o r e s u b d i v i d e the two s e c t i o n s as 

4 i n d i c a t e d . 

5 As i n d i c a t e d on t h a t e x h i b i t , would the two 

6 w e l l s i n S e c t i o n 8, the Great Western w e l l and the Cox 

7 Canyon #203 w e l l , d r a i n the p r o d u c t i o n from the n o r t h 

8 h a l f of Se c t i o n 17? 

9 A. I don't know t h a t they would. I cannot say 

10 t h a t they would. I n oth e r words, the two w e l l s i n 

11 S e c t i o n 8 would d r a i n S e c t i o n 8, but I don't know t h a t 

12 they would d r a i n a l l of the n o r t h h a l f of S e c t i o n 17, 

13 because we don't know which d i r e c t i o n these w e l l s are 

14 going t o be d r a i n e d . 

15 Q. Could they? Does the p o s s i b i l i t y e x i s t ? 

16 A. Yes. 

17 Q. Does the p r o b a b i l i t y e x i s t ? 

18 A. The p r o b a b i l i t y e x i s t s . 

19 Q. And i f you moved your proposed #204 w e l l t o 

20 the n o r t h t o c o u n t e r a c t t h a t , then you have the same 

21 problem, do you n o t , i n the south h a l f of 17? 

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

23 MR. COOTER: Thank you, t h a t ' s a l l . 

24 / 

25 / 
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1 EXAMINATION 

2 BY EXAMINER CATANACH: 

3 Q. Mr. Vaughan, do you know i f i t ' s p o s s i b l e 

4 f o r Great Western t o form up a standard u n i t i n 

5 Se c t i o n 8? Could they i n c l u d e u n i t acreage i n the 

6 standard u n i t ? 

7 A. Yes, I b e l i e v e i t ' s p o s s i b l e . I b e l i e v e 

8 our land manager could t e s t i f y b e t t e r t o t h a t . 

9 MR. COOTER: I'm going t o present Mr. 

10 G i l l e n . 

11 EXAMINER CATANACH: Okay. 

12 Q. Mr. Vaughan, do you have an o p i n i o n as t o 

13 whether the Mesaverde reserves under these two 

14 s e c t i o n s have been s u f f i c i e n t l y d r a i ned? 

15 A. W e l l , I b e l i e v e i t ' s an e n t i r e l y d i f f e r e n t 

16 r e s e r v o i r . The Mesaverde o r i g i n a l p r o v i s i o n s allowed 

17 f o r an i n f i l l w e l l . With knowing ahead of time t h a t 

18 you w i l l be able t o place an i n f i l l w e l l g i v e s you a 

19 g r e a t deal more f l e x i b i l i t y i n p l a c i n g your o r i g i n a l 

20 w e l l . 

21 As I understand at t h i s t i m e , t h e r e i s no 

22 p r o v i s i o n f o r an i n f i l l w e l l w i t h o u t coming t o a 

23 h e a r i n g . I b e l i e v e t h a t ' s c o r r e c t . 

24 Q. W e l l , t h a t ' s c o r r e c t at t h i s t i m e . 

25 A. So, t h e r e f o r e , I b e l i e v e i t ' s two separate 
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1 and n o n r e l a t e d r e s e r v o i r s and r u l e s . 

2 Q. Now, does Northwest P i p e l i n e propose t h a t 

3 Great Western form a sta n d a r d u n i t c o n s i s t i n g of 

4 Sec t i o n 8? 

5 A. Yes, we do. 

6 Q. And how would you propose t o compensate 

7 Great Western f o r the r i s k t h e y took i n c a r r y i n g your 

8 i n t e r e s t ? 

10 t h e y d i d not n o t i f y us beforehand and submit an AFE 

11 f o r our ap p r o v a l based on t h e i r s t a ndard p r o r a t i o n 

12 u n i t . Second of a l l , even though t h e y d i d make t h a t 

13 m i s t a k e , we're s t i l l w i l l i n g t o pay our share of the 

14 d r i l l i n g c osts based on our working i n t e r e s t i n a 

15 p r o r a t i o n u n i t t h a t would be formed by a l l of S e c t i o n 

16 8 . 

17 Q. You're w i l l i n g t o pay your share of the 

18 w e l l c o s t s and no more? 

19 A. That's c o r r e c t . We would pay our share of 

20 the cost as i f we were n o t i f i e d , as we should have 

21 been, when they o r i g i n a l l y d r i l l e d the w e l l . 

22 EXAMINER CATANACH: Nothing f u r t h e r . 

23 EXAMINATION 

24 BY MR. STOVALL: 

25 Q. You were not advised by Great Western of 

9 A. W e l l , f i r s t of a l l , i t was t h e i r e r r o r t h a t 
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1 t h e i r i n t e n t t o d r i l l the w e l l on the standard S e c t i o n 

2 8 p r o r a t i o n u n i t as they f i l e d i t , i s t h a t c o r r e c t ? 

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

4 Q. So you were never g i v e n e i t h e r the 

5 o p p o r t u n i t y t o j o i n a w e l l on a stan d a r d p r o r a t i o n 

6 u n i t or n o t i c e t h a t the w e l l was going t o be d r i l l e d 

7 on a nonstandard, i s t h a t c o r r e c t ? 

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

9 Q. You a r e , i n f a c t , a u t h o r i z e d t o commit 

10 Northwest t o j o i n the S e c t i o n 8 w e l l ? 

11 A. Yes, I am, w i t h proper a p p r o v a l . 

12 MR. COOTER: Mr. G i l l e n w i l l so s t a t e , I 

13 t h i n k . 

14 MR. STOVALL: No f u r t h e r q u e s t i o n s . 

15 MR. HALL: One f o l l o w - u p , i n view of those 

16 q u e s t i o n s . 

17 FURTHER EXAMINATION 

18 BY MR. HALL: 

19 Q. Northwest c u r r e n t l y has no a p p l i c a t i o n 

20 pending f o r e i t h e r a compulsory p o o l i n g of Se c t i o n 8 

21 or f o r the a p p r o v a l of a c o m m u n i t i z a t i o n agreement f o r 

22 S e c t i o n 8, i s t h a t c o r r e c t ? 

23 A. I b e l i e v e D a r r e l l c o u l d answer t h a t 

24 q u e s t i o n b e t t e r , our land manager, but I b e l i e v e we 

25 d i d t r y t o approach Great Western t o i n i t i a t e such 
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1 p r o c e e d i n g s . 

2 Q. Do you have knowledge whether or not an 

3 a p p l i c a t i o n f o r compulsory p o o l i n g i s pending b e f o r e 

4 the Commission? 

5 A. As t h a t does not f a l l under my 

6 j u r i s d i c t i o n , I have no knowledge. 

7 Q. Do you have knowledge whether or not a 

8 c o m m u n i t i z a t i o n agreement i s pending a p p r o v a l w i t h the 

9 BLM? 

10 A. No, I do not have any knowledge. 

11 MR. STOVALL: I d i d have a couple more 

12 q u e s t i o n s I f o r g o t t o ask you, Mr. Vaughan. 

13 FURTHER EXAMINATION 

14 BY MR. STOVALL: 

15 Q. You're t a l k i n g about the l o c a t i o n s i n being 

16 f o r c e d i f t h i s a p p l i c a t i o n i s approved, and you go t o 

17 the Mesaverde c o n f i g u r a t i o n of these two s e c t i o n s , 

18 t h a t you would have t o go t o the l o c a t i o n s as shown on 

19 your E x h i b i t 3 or d r i l l - - c o m e i n and get a p p r o v a l f o r 

20 unorthodox, f o r what would now become unorthodox 

21 l o c a t i o n s t h a t would, under a normal p r o r a t i o n 

22 p a t t e r n , would be orthodox l o c a t i o n s , i s t h a t c o r r e c t ? 

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

24 Q. As a r e s e r v o i r engineer and w i t h o u t regard 

25 t o a r t i f i c i a l boundaries on the land as being a 
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1 c o n t r o l l i n g f a c t o r , which o p t i o n would be b e t t e r as 

2 f a r as development, t o go ahead and attempt the 

3 unorthodox l o c a t i o n s and seek a p p r o v a l , or t o — 

4 A. I b e l i e v e t h a t the p r o r a t i o n u n i t formed by 

5 a l l of S e c t i o n 8 as o r i g i n a l l y proposed would be the 

6 best t o f i t . 

7 Q. I understand t h a t . I'm s o r r y . Let me 

8 pr e f a c e i t w i t h the c o n d i t i o n t h a t assuming t h a t the 

9 Commission approved Great Western's a p p l i c a t i o n , as a 

10 r e s e r v o i r e n g i n e e r , would you from a r e c o v e r y , waste 

11 and c o r r e l a t i v e r i g h t s s t a n d p o i n t , recommend t o your 

12 management t h a t they r e l o c a t e the w e l l s t o make them 

13 o r t h o d o x , based upon nonstandard p r o r a t i o n u n i t s , or 

14 would you recommend as a r e s e r v o i r engineer from a 

15 e n g i n e e r i n g / r e s e r v o i r s t a n d p o i n t t h a t they apply t o 

16 the D i v i s i o n f o r unorthodox l o c a t i o n s on those 

17 nonstandard p r o r a t i o n u n i t s ? 

18 A. I b e l i e v e I would recommend t h a t we move 

19 our l o c a t i o n t o the n o t h , s p e c i f i c a l l y f o r the Cox 

20 Canyon #203, because I b e l i e v e I've shown t h a t we know 

21 the c o a l i s continuous t h r o u g h S e c t i o n 8 and we know 

22 t h a t i t t h i n s t o the sou t h . T h e r e f o r e , we would move 

23 our l o c a t i o n as f a r n o r t h as we co u l d i n order t o 

24 develop t h a t known c o a l t r a i n . 

25 Q. So t h e o r e t i c a l l y , a c t u a l l y , the g r a n t i n g of 
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1 t h i s a p p l i c a t i o n c o u l d put you i n a p o s i t i o n t o seek 

2 an advantageous l o c a t i o n from a r e s e r v o i r s t a n d p o i n t ? 

3 A. W e l l , i t c o u l d and i t c o u l d n ' t , because 

4 under the o r i g i n a l p r o p o s a l , as the w e l l s are now 

5 staked and i f t h e r e were st a n d a r d p r o r a t i o n u n i t s , i t 

6 would be unnecessary. We would get our share of the 

7 drai n a g e from t h a t w e l l . 

8 Q. One l a s t q u e s t i o n . To the best of your 

9 knowledge, when d i d Northwest f i n d out about Great 

10 Western's having d r i l l e d the w e l l , and whatever t h e y 

11 did? As I understand i t , t h e y f i l e d t he 102 showing 

12 S e c t i o n 8, d r i l l e d the w e l l , and then decided t h e y had 

13 made a mistake and came back i n . When, i n t h a t 

14 process, d i d Northwest, i f you have knowledge--

15 A. I b e l i e v e i t was i n June when we n o t i c e d 

16 t h a t , i n view of our r e v i e w i n g the area i n the j o i n t 

17 i n t e r e s t department, we found the c o m p l e t i o n data and 

18 PI r e p o r t s . 

19 Q. You found out you were i n a w e l l which you 

20 d i d n ' t know about, huh? 

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

22 MR. COOTER: Might I ask t h a t the 

23 Commission h o l d an open mind on t h a t answer u n t i l Mr. 

24 G i l l e n t e s t i f i e s ? 

25 MR. STOVALL: Oh, I i n t e n d t o , Mr. Cooter. 
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1 I understand t h a t he may not be the person who 

2 a c t u a l l y had the f i r s t knowledge. Nothing f u r t h e r . 

3 MR. COOTER: Thank you. I would c a l l 

4 D a r r e l l G i l l e n . 

5 DARRELL L. GILLEN 

6 the w i 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 

7 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 : 

8 EXAMINATION 

9 BY MR. COOTER: 

10 Q. Would you s t a t e your name, Mr. G i l l e n , f o r 

11 the record? 

12 A. D a r r e l l L. G i l l e n . 

13 Q. And by whom are you employed? 

14 A. Northwest P i p e l i n e . 

15 Q. What's your p o s i t i o n w i t h the company? 

16 A. Land manager. 

17 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 

18 New Mexico O i l C o n s e r v a t i o n D i v i s i o n ? 

19 A. Yes, I have. 

20 Q. Let me ask you t o do what I asked Mr. 

21 Vaughan t o do, r e l a t e b r i e f l y , but o n l y b r i e f l y , your 

22 e d u c a t i o n and p r o f e s s i o n a l experience t o r e f r e s h the 

23 Examiner's r e c o l l e c t i o n . 

24 A. I have a Bachelor of Science degree i n 

25 business a d m i n i s t r a t i o n . I've worked w i t h Northwest 
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1 P i p e l i n e f o r 16 ye a r s ; I've worked i n t h e i r land 

2 department f o r s i x years and land manager f o r a year 

3 and a h a l f . 

4 Q. Have you reviewed the a p p l i c a t i o n of Great 

5 Western D r i l l i n g Company i n t h i s case? 

6 A. Yes, I have. 

7 Q. Are you f a m i l i a r w i t h what t h a t company 

8 seeks? 

9 A. I am. 

10 Q. And the lands i n v o l v e d ? 

11 A. Yes. 

12 Q. Describe your c o n t a c t s w i t h Great Western 

13 w i t h r e f e r e n c e t o t h i s immediate area? 

14 A. Just b r i e f l y , Northwest P i p e l i n e i s the 

15 o p e r a t o r of the Cox Canyon U n i t . Each year we need t o 

16 present t o the r e g u l a t o r y agencies, s p e c i f i c a l l y the 

17 BLM, a plan of development f o r f e d e r a l u n i t s t h a t we 

18 ope r a t e . 

19 I n January we put t o g e t h e r the p l a n of 

20 development f o r the Cox Canyon U n i t , which i n c l u d e d a 

21 w e l l t o be d r i l l e d i n the southeast q u a r t e r of S e c t i o n 

22 8 . 

23 I n February we began our t i t l e work on our 

24 Cox Canyon U n i t and we found t h a t S e c t i o n 8, the west 

25 h a l f , was owned by Great Western. Our people 
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1 c o n t a c t e d Great Western t o v e r i f y t h a t ownership, and 

2 t h a t was e a r l y February. 

3 At t h a t t i m e , Great Western t o l d us th e y 

4 had a l r e a d y d r i l l e d a w e l l i n the southwest s e c t i o n of 

5 8. We v e r i f i e d t h a t w i t h the Commission her e , and 

6 found t h a t the spacing f o r t h a t w e l l was a l l of 8, due 

7 t o the unorthodox s e c t i o n acreage of t h a t s e c t i o n , 336 

8 acr e s . 

9 That v e r y day we c a l l e d Great Western back 

10 and t o l d them t h a t we understood t h a t the w e l l was 

11 d r i l l e d , we understood t h a t the spacing was al s o a l l 

12 of Se c t i o n 8, and requested t h a t t h e y send us a 

13 c o m m u n i t i z a t i o n agreement and j o i n t o p e r a t i n g 

14 agreement t o communitize t h a t acreage. 

15 At t h a t time t h e i r people s t a t e d t h e y 

16 weren't sure how t h e i r management was going t o view 

17 the d r i l l i n g of t h a t w e l l or the s i t u a t i o n t h e r e . 

18 There was n o t h i n g s a i d or done, other than t h e y s a i d 

19 t h a t they would get back t o us, u n t i l a p p r o x i m a t e l y 

20 March the 5 t h . I c a l l e d Great Western and again asked 

21 them i f t h e i r management had decided y e t what should 

22 be done w i t h t h a t w e l l or what t h e i r plans were. 

23 They s a i d t h a t they would get back w i t h us, 

24 t h a t no d e c i s i o n s were yet made. We l e t i t go another 

25 month. On A p r i l the 16th I c a l l e d a g a i n . Same type 
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1 of comments came o u t , and t h a t ' s when I f o l l o w e d up 

2 w i t h my l e t t e r of A p r i l the 2 4 t h , s t a t i n g Northwest 

3 P i p e l i n e ' s p o s i t i o n . 

4 Q. Let me d i r e c t your a t t e n t i o n , i s t h a t the 

5 l e t t e r which has been marked as E x h i b i t No. 16? 

6 A. Yes, i t i s . 

7 Q. I s t h a t a t r u e and c o r r e c t copy of your 

8 l e t t e r t o Mr. Shanahan? 

9 A. Yes, i t i s . 

10 MR. COOTER: We o f f e r E x h i b i t 16, Mr. 

11 Catanach. 

12 EXAMINER CATANACH: E x h i b i t No. 16 w i l l be 

13 a d m i t t e d as evidence. 

14 Q. I s the o f f e r of Northwest P i p e l i n e , as set 

15 f o r t h i n t h a t A p r i l 24 l e t t e r , s t i l l open? 

16 A. I t i s . Let me c l a r i f y one t h i n g here. 

17 There i s n o t h i n g magical or m y s t i c a l about a u n i t 

18 boundary c r o s s i n g of a w e l l , so t h a t p a r t of i t ' s i n a 

19 u n i t and p a r t of i t ' s out of a u n i t . 

20 The l e t t e r t h a t I set f o r t h Northwest 

21 P i p e l i n e ' s p o s i t i o n on t h i s was t h a t a l l of Se c t i o n 8 

22 be adopted as one p r o r a t i o n u n i t , which crossed Cox 

23 Canyon boundary l i n e , and t h a t t h e r e be a w e l l d r i l l e d 

24 i n the west h a l f of 17 and a w e l l d r i l l e d i n the east 

25 h a l f of 17, standard p r o r a t i o n u n i t s , and t h a t Great 
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1 Western, Mesa, D a v o i l , would a l l p a r t i c i p a t e i n t h e i r 

2 acreage share i n the w e l l d r i l l e d i n the west h a l f of 

3 17 . 

4 A l l t h a t i s needed t o p u l l a l l t h a t 

5 t o g e t h e r i s the same t h i n g t h a t i s needed when a w e l l 

6 crosses lease b o u n d a r i e s , a c o m m u n i t i z a t i o n agreement 

7 and a j o i n t o p e r a t i n g agreement and a p p r o v a l by those 

8 working i n t e r e s t owners t h a t are pooled t o g e t h e r . 

9 Q. I s Northwest P i p e l i n e and Cox Canyon U n i t , 

10 at t h i s d a t e , ready and able t o pay i t s share of the 

11 d r i l l i n g and c o m p l e t i o n costs of the Great Western 

12 J. E. Decker #11 w e l l ? 

13 A. A l l I can speak f o r i s Northwest P i p e l i n e ' s 

14 p o r t i o n of our acreage i n S e c t i o n 8, and, yes, 

15 Northwest P i p e l i n e i s able and ready t o pay our 

16 p r o p o r t i o n a t e share of t h a t i n the Decker #11 w e l l . 

17 Q. A s i m i l a r q u e s t i o n . Are you s t i l l w i l l i n g 

18 t o p e r m i t Great Western and i t s p a r t n e r s t o share i n 

19 the proposed Cox Canyon U n i t Well #24, which would 

20 comprise the standard p r o r a t i o n u n i t of the west h a l f 

21 of S e c t i o n 17? 

22 A. Yes. However, on the same s u b j e c t , l e t me 

23 c l a r i f y a q u e s t i o n t h a t came out e a r l i e r . As f a r as 

24 the f o r c e p o o l i n g by Northwest P i p e l i n e f o r a w e l l 

25 d r i l l e d i n Se c t i o n 8, t h a t ' s not needed. S e c t i o n 8 
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1 f a l l s under the s p e c i a l r u l e s of the Basin F r u i t l a n d 

2 Rule No. 5 where i t ' s under the 25-percent l i m i t and 

3 can be approved a d m i n i s t r a t i v e l y out of the Aztec 

4 D i s t r i c t , which i t has been. 

5 As f a r as a c o m m u n i t i z a t i o n agreement, the 

6 w e l l has a l r e a d y been d r i l l e d by Great Western, th e y 

7 are the o p e r a t o r , and they would be the ones t h a t 

8 would submit a c o m m u n i t i z a t i o n agreement, and we 

9 requested t h a t from them back i n February of t h i s 

10 year. 

11 Q. With the development of the area as shown 

12 on E x h i b i t No. 1 , i n your o p i n i o n would i t p r o t e c t the 

13 c o r r e l a t i v e r i g h t s of the v a r i o u s p a r t i e s i n those 

14 lands? 

15 A. I t would. 

16 Q. Prevent waste, both p h y s i c a l and economic 

17 waste? 

18 A. I n my o p i n i o n i t would. 

19 Q. And be i n the best i n t e r e s t of 

20 c o n s e r v a t i o n ? 

21 A. Yes. 

22 MR. COOTER: That completes our d i r e c t 

23 e x a m i n a t i o n . 

24 EXAMINER CATANACH: Mr. H a l l ? 

25 EXAMINATION 
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1 BY MR. HALL: 

2 Q. Mr. G i l l e n , l e t me make sure I understand 

3 the s c e n a r i o of events here. 

4 When were you f i r s t aware of the 

5 nonstandard u n i t proposed by Great Western? 

6 A. I t was the f i r s t of February. The exact 

7 date I'm not sure, but i t was the f i r s t p a r t of 

8 February. 

9 Q. And the f i l i n g of your C-102 f o r a standard 

10 u n i t on S e c t i o n 8 came sometime a f t e r t h a t ? 

11 MR. COOTER: They haven't f i l e d one. 

12 A. No, we haven't f i l e d one. 

13 Q. I'm s o r r y . You have not f i l e d a C-102 f o r 

14 S e c t i o n 8? 

15 A. No. Se c t i o n 8 has been d r i l l e d up. 

16 Q. Okay. Nonetheless, t h e r e i s no agreement 

17 between Northwest and Great Western f o r p a r t i c i p a t i o n 

18 i n the e x i s t i n g w e l l i n S e c t i o n 8? 

19 A. No, t h e r e i s n ' t . 

20 Q. There's no p r o v i s i o n a d d r e s s i n g a l l o c a t i o n 

21 of costs or r i s k s , i s th e r e ? 

22 A. There's a p r o v i s i o n under a JOA t h a t should 

23 have been cut b e f o r e the w e l l was d r i l l e d . 

24 Q. There i s no e x i s t i n g JOA? 

25 A. No, t h e r e i s n ' t . 
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1 Q. There i s no e x i s t i n g c o m m u n i t i z a t i o n 

2 agreement? 

3 A. No . 

4 Q. I t i s not a c e r t a i n t y t h a t the BLM d i s t r i c t 

5 supe r v i sor would approve such a c o m m u n i t i z a t i o n 

6 agreement, i s t h e r e ? 

7 A. I've never seen one t u r n e d down on a 

8 standard u n i t l i k e t h a t . I guess t h e r e ' s always t h a t 

9 p o s s i b i l i t y t h a t they c o u l d t u r n t h a t down. I can't 

10 speak f o r them . 

11 Q. In any event, t h e r e i s no c e r t a i n t y t h a t 

12 the y would approve t h a t ? 

13 A. No. There's no c e r t a i n t y t h a t they would 

14 approve , I guess, the way i t ' s p r o r a t e d r i g h t now or 

15 the way Great Western p r o r a t e d i t . 

16 Q. Or c o n f i g u r e d i t ? 

17 A. Or c o n f i g u r e d i t , or whatever. 

18 Q. I assume you have some f a m i l i a r i t y w i t h the 

19 BLM a p p r o v a l s i n your u n i t f i l e s of the Cox Canyon 

20 Unit? 

21 A. Yes . 

22 Q. Has the BLM d i s t r i c t s u p e r v i s o r approved a 

23 Mesaverde nonstandard u n i t coterminous w i t h the 

24 boundar i e s of the nonstandard u n i t Great Western seeks 

25 here today? 
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1 A. From your e x h i b i t l e t t e r dated 1954, t h e y 

2 had approved t h a t . 

3 Q. Yes, and they have l i k e a p p r o v a l s f o r 

4 Mesaverde u n i t s i n the southeast of 8, i n the east 

5 h a l f / e a s t h a l f of 17? 

6 A. And they also have approved two PC w e l l s , 

7 #23 and #24 i n Se c t i o n 17 t h a t crosses u n i t 

8 boundar i e s . 

9 Q. The p o i n t i s , t h e r e are e x i s t i n g 

10 nonstandard u n i t s f o r the Mesaverde? 

11 A. For the Mesaverde. 

12 Q. Coterminous w i t h the a p p l i c a t i o n lands here 

13 today? 

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

15 Q. The present s i t u a t i o n f o r the d i s t r i b u t i o n 

16 of u n i t b e n e f i t s from those Mesaverde w e l l s i s set up 

17 i n your d i v i s i o n o r d e r s , i s i t not? 

18 A. Yes. 

19 Q. You would be r e q u i r e d t o set out new 

20 d i v i s i o n o r d e r s , and d i f f e r e n t p a r t i c i p a t i n g area 

21 d i v i s i o n o r d e r s would have t o be e s t a b l i s h e d t h a t 

22 would be d i f f e r e n t from the Mesaverde p a r t i c i p a t i n g 

23 areas? 

24 A. Just l e t me g i v e a c l a r i f i c a t i o n here. For 

25 a f e d e r a l u n i t , we don't cut d i v i s i o n o r d e r s . The gas 
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1 now i s not d e d i c a t e d t o a gi v e n p i p e l i n e , i t ' s going 

2 on a spot market. The e x h i b i t s of the expansions t h a t 

3 are c r e a t e d by a p a r t i c i p a t i n g area are the e x h i b i t s 

4 t h a t are shown f o r ownership f o r a giv e n u n i t , and 

5 t h a t ' s what are being used. 

6 So, no, t h e r e wouldn't be any a d d i t i o n a l 

7 d i v i s i o n o r d e r s t h a t would be cut f o r t h i s ownership, 

8 but the a c c o u n t i n g c e r t a i n l y would be handled 

9 d i f f e r e n t l y i n the a c c o u n t i n g department, yes. 

10 Q. There's p r e s e n t l y no set-up t o handle 

11 a c c o u n t i n g f o r a com t h a t would cover S e c t i o n 8, which 

12 would a l s o cross the u n i t boundary, i s t h a t c o r r e c t ? 

13 A. W e l l , the a c c o u n t i n g i s set up; the 

14 ownership would have t o be i n p u t i n the system. 

15 MR. HALL: Nothing f u r t h e r . 

16 EXAMINATION 

17 BY MR. STOVALL: 

18 Q. Mr. G i l l e n , i s t h a t a major problem, t o 

19 i n p u t the r e v i s e d ownership i n - -

20 A. We would have t o put the r e v i s e d ownership 

21 i n anyway. When any w e l l i s d r i l l e d , whether i t be 

22 under the e x i s t i n g c o n f i g u r a t i o n of the Mesaverde or 

23 under a standard p r o r a t i o n u n i t , as we're s e e k i n g , we 

24 would s t i l l have t o place the owners t h e r e and t h e i r 

25 ownership i n the a c c o u n t i n g system. 
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1 Q. From the land s t a n d p o i n t , would you p r e f e r 

2 t o operate i t - - I t appears t h a t Northwest w i l l be the 

3 o p e r a t o r of two w e l l s i n these two s e c t i o n s , i s t h a t 

4 c o r r e c t , assuming you d r i l l both of the proposed w e l l s 

5 t h a t you've got? 

6 A. We would be the o p e r a t o r of the w e l l s i n 

7 the Cox Canyon U n i t , r i g h t . The w e l l d r i l l e d i n 

8 Se c t i o n 8 a l r e a d y , we would not o p e r a t e . 

9 Q. C o r r e c t . Regardless of the c o n f i g u r a t i o n 

10 of the p r o r a t i o n u n i t , i t appears i n Sections 8 and 17 

11 t h e r e w i l l p r o b a b l y be t h r e e w e l l s , two of which w i l l 

12 be operated by Northwest P i p e l i n e and one by Great 

13 Western. 

14 Does Northwest P i p e l i n e , do you know, would 

15 you have a p r e v i o u s r e f e r e n c e f o r o p e r a t i n g those 

16 F r u i t l a n d w e l l s on a s i m i l a r ownership and spacing t o 

17 Mesaverde--well, Mesaverde i n t h i s case? 

18 Many companies have come i n , and I t h i n k 

19 Northwest has been i n v o l v e d i n o t h e r p r o r a t i o n u n i t s 

20 where t h a t has been a b a s i s f o r e s t a b l i s h i n g 

21 nonstandard s e c t i o n c r o s s i n g . 

22 A. R i g h t . For c l a r i f i c a t i o n t h e r e a g a i n , 

23 though, as f a r as I'm f a m i l i a r , those p r o r a t i o n u n i t s 

24 t h a t are t r y i n g t o m a i n t a i n a s i m i l a r i t y between 

25 Mesaverde and F r u i t l a n d are s e c t i o n s t h a t are a l l 
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1 unorthodox down a whole west h a l f , or over the t o p of 

2 a n o r t h h a l f e q u a l l y w i t h the same acreage 

3 d i f f e r e n c e s . This i s n ' t the case w i t h t h i s area. You 

4 have good standard p r o r a t i o n u n i t s t o apply w i t h 

5 s p e c i a l r u l e s and r e g u l a t i o n s of the Basin F r u i t l a n d 

6 t h a t you don't need t o d e v i a t e from. 

7 As a land manager of Northwest P i p e l i n e , I 

8 would p r e f e r t o keep, as I s t a t e d i n t h i s A p r i l 24th 

9 l e t t e r , the acreage as orthodox as p o s s i b l e f o r the 

10 F r u i t l a n d Coal. I don't see a s i m i l a r i t y between t h a t 

11 and the Mesaverde f o r m a t i o n . 

12 Q. Given the f a c t t h a t Great Western has, i n 

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

14 not o f f e r you a chance t o p a r t i c i p a t e on the p r o r a t i o n 

15 u n i t they formed or d i d n ' t a t t empt t o form a 

16 nonstandard and gi v e you n o t i c e of t h a t , as you've 

17 proposed i t , Northwest has, i n f a c t , g o t t e n a f r e e 

18 look at the w e l l and i s now o f f e r i n g t o j o i n the w e l l 

19 based upon, i n p a r t at l e a s t , t h a t l o o k , i s t h a t 

20 c o r r e c t ? 

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

22 Q. Do you have an o p i n i o n as t o whether t h a t 

23 i s f a i r and e q u i t a b l e ? 

24 A. I t h i n k t h a t t h a t ' s p r o b a b l y - - Let me say 

25 t h a t i t ' s f a i r , and I guess I c o u l d f l i p i t around and 
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1 say maybe Great Western d r i l l e d Northwest a f r e e w e l l , 

2 i f we wanted t o push i t hard enough. I don't know. 

3 No, we don't want t o do t h a t . 

4 Yes, I f e e l i t ' s f a i r t h a t t h e y d r i l l e d the 

5 w e l l , t h a t w e ' l l p a r t i c i p a t e i n t h a t w e l l , and w e ' l l 

6 keep the p r o r a t i o n u n i t s o r t h o d o x . 

7 Q. And then i f you went and d r i l l e d a w e l l i n 

8 Se c t i o n 17 i n the west h a l f , on a west h a l f p r o r a t i o n 

9 u n i t , Great Western would be a 50-percent p a r t n e r i n 

10 t h a t w e l l . Would you expect them, t h e n , t o 

11 p a r t i c i p a t e on the b a s i s of a normal o p e r a t i n g 

12 agreement and precommit t o the w e l l ? 

13 A. You b e t . Sure. 

14 Q. Did Great Western ever respond t o your 

15 E x h i b i t 16 l e t t e r ? 

16 A. Yes, they d i d . 

17 Q. I n w r i t i n g ? 

18 A. They responded i n w r i t i n g on A p r i l the 

19 3 0 t h , I b e l i e v e , and i t was a waiver t o waive our 

20 o b j e c t i o n . And I t u r n e d around and responded t o t h a t 

21 l e t t e r w i t h a l e t t e r s t a t i n g b a s i c a l l y what we d i d 

22 here. 

23 And then we d i d n ' t hear back from them 

24 u n t i l J u l y 2 6 t h , w i t h t h e i r n o t i c e of t h i s 

25 a p p l i c a t i o n . 
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1 Q. I s the w e l l p r o d u c i n g , t o your knowledge? 

2 A. I t ' s shut i n . I t ' s not p r o d u c i n g , no. I t 

3 can't produce u n t i l t h i s i s a l l r e s o l v e d . . 

4 MR. STOVALL: I have n o t h i n g f u r t h e r . 

5 MR. HALL: I have a couple of f o l l o w - u p s . 

6 I'm s o r r y . Go ahead. 

7 EXAMINATION 

8 BY EXAMINER CATANACH: 

9 Q. Just out of c u r i o s i t y , Mr. G i l l e n , who was 

10 the o p e r a t o r of the Cox Canyon U n i t i n 1954? 

11 A. I b e l i e v e P a c i f i c - - I mean P h i l l i p s 

12 Petroleum. E i t h e r P h i l l i p s Petroleum or P a c i f i c 

13 Northwest. I don't know 

14 Q. I t wasn't Northwest P i p e l i n e ? 

15 A. No. 

16 MR. STOVALL: Northwest d i d n ' t e x i s t at 

17 t h a t t i m e . 

18 THE WITNESS: No. Northwest d i d n ' t e x i s t 

19 u n t i l 1974. 

20 EXAMINER CATANACH: Okay. That's a l l I 

21 have. Mr. H a l l ? 

22 EXAMINATION 

23 BY MR. HALL: 

24 Q. With respect t o the Mesa's i n t e r e s t and 

25 D a v o i l 1 s i n t e r e s t i n the west h a l f / w e s t h a l f of 17, 
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1 you do not have any agreement w i t h them s e c u r i n g the 

2 j o i n d e r of t h e i r i n t e r e s t i n t h a t w e l l , do you? 

3 A. I n June of t h i s year we sent out AFEs and 

4 j o i n t o p e r a t i n g agreements f o r the west h a l f / w e s t h a l f 

5 of 17 t o Great Western, t o D a v o i l and t o Mesa, f o r the 

6 d r i l l i n g of t h a t w e l l , and I b e l i e v e t h a t ' s p a r t l y 

7 what's prompted t h i s h e a r i n g today. 

8 Three of those companies s a i d t h a t they 

9 would not commit t o another AFE because t h e y have 

10 a l r e a d y p a i d t h e i r d r i l l i n g cost of the w e l l d r i l l e d 

11 up i n number 8, and u n t i l t hey get refunded those 

12 d r i l l i n g c o s t s , they won't p a r t i c i p a t i n g i n another 

13 w e l l . So, yes, we've sent out a n o t i c e , we've sent 

14 out the paperwork, and i t ' s pending t h i s h e a r i n g . 

15 Q. You do not have a j o i n d e r , then? 

16 A. No. 

17 Q. I n the h i g h l y u n l i k e l y event t h a t you are 

18 able t o e s t a b l i s h a p r o r a t i o n u n i t c o v e r i n g S e c t i o n 8, 

19 do you have any s o r t of p l a n t o compensate Mesa and 

20 D a v o i l f o r t h e i r i n t e r e s t s t h a t would be e l i m i n a t e d ? 

21 A. I'm not f o l l o w i n g . T h e i r acreage le v e r a g e 

22 would not change when a w e l l i s d r i l l e d i n the west 

23 h a l f of 17 any d i f f e r e n t than what i t ' s t h e r e now. 

24 Q. The q u e s t i o n was addr e s s i n g a w e l l w i t h a 

25 p r o r a t i o n u n i t c o v e r i n g S e c t i o n 8, t h e r e b y e l i m i n a t i n g 
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1 Mesa's i n t e r e s t and D a v o i l ' s i n t e r e s t i n S e c t i o n 17 as 

2 p a r t i c i p a t i n g i n the Se c t i o n 8 w e l l . 

3 A. That t h e i r acreage would p a r t i c i p a t e i n the 

4 w e l l i n the west h a l f of 17? I don't see an economic 

5 l o s s t o them. 

6 Q. They have, as I understand your t e s t i m o n y 

7 t o me, they have a l r e a d y c o n t r i b u t e d t h e i r c o s t s based 

8 upon t h e i r acreage ownership i n Se c t i o n 17 t o the w e l l 

9 d r i l l e d i n the southwest of 8? 

10 A. R i g h t . Great Western had b i l l e d them f o r 

11 d r i l l i n g c osts as i f t h i s p r o r a t i o n u n i t t h a t ' s been 

12 proposed here had a l r e a d y gone t h r o u g h . 

13 Q. I t ' s your u n d e r s t a n d i n g t h a t those c o s t s 

14 have been paid? Did I understand you t o t e s t i f y t o 

15 t h a t ? 

16 A. That's what I unde r s t a n d . 

17 Q. I f t h e i r acreage p o s i t i o n i s e l i m i n a t e d 

18 from the S e c t i o n 8 w e l l , would t h e y be compensated f o r 

19 t h a t l o s s at a l l ? 

20 A. I hope by Great Western. 

21 Q. How about by Northwest? 

22 A. I'm not g e t t i n g the c o r r e l a t i o n . 

23 MR. STOVALL: I t h i n k I understand the 

24 q u e s t i o n , Mr. H a l l . May I do t h i s , Mr. H a l l ? 

25 MR. HALL: We're u p s e t t i n g the r e p o r t e r . 
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1 EXAMINATION 

2 BY MR. STOVALL: 

3 Q. What you're s a y i n g , Mr. G i l l e n , would i t be 

4 c o r r e c t t o say t h a t Northwest would pay i t s co s t s f o r 

5 the Decker w e l l i n Se c t i o n 8? 

6 A. We f i g u r e d t h a t . 

7 Q. You would presume t h a t once you p a i d your 

8 c o s t s , t h a t Great Western would reimburse those 

9 p a r t i e s i n S e c t i o n 17 who pa i d the cost of t h a t w e l l 

10 and make them whole f o r t h a t investment? 

11 A.- That's r i g h t . 

12 MR. STOVALL: I thought t h a t ' s where you 

13 were g o i n g , Mr. H a l l , but I wasn't sure. 

14 Let me ask you another q u e s t i o n , Mr. 

15 G i l l e n . 

16 Q. (BY MR. STOVALL) We t a l k e d about a p e n a l t y 

17 f a c t o r . What about the use of money f a c t o r ? Would 

18 you been w i l l i n g t o pay some s o r t of i n t e r e s t 

19 compensation? 

20 A. I can't address t h a t . Our f i n a n c i a l 

21 management area would have t o address t h a t . I 

22 wouldn't know why. 

23 Q. You wouldn't recommend i t t h a t way? 

24 A. I wouldn't recommend i t t h a t way, no. I 

25 wouldn't f e e l t h e r e should be i n t e r e s t imposed on 
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1 Northwest P i p e l i n e where we haven't had the 

2 o p p o r t u n i t y t o p a r t i c i p a t e i n t h a t w e l l a l l a l o n g . 

3 Q. One other q u e s t i o n I f o r g o t t o ask you a 

4 minute ago. I f the east h a l f of Sec t i o n 8 i s j o i n e d 

5 i n the w e l l , does the Cox Canyon U n i t as an e n t i t y 

6 t i g h t j o i n the w e l l , or do the i n d i v i d u a l w o r k i n g 

7 i n t e r e s t owners j o i n the w e l l ? I s t h a t the s o r t of a 

8 t h i n g t h a t would go t o a vote and then the u n i t j o i n , 

9 or do each i n t e r e s t owner have a say? 

10 A. No, each working i n t e r e s t owner i n t h a t 160 

11 acres on the east h a l f of 8, the southeast q u a r t e r 

12 s p e c i f i c a l l y , would p a r t i c i p a t e i n t h a t w e l l as 

13 one — one w e l l . There's no vote t o the working 

14 i n t e r e s t owners i n the u n i t . 

15 The on l y d i f f e r e n c e , as the u n i t i s 

16 developed and commercial w e l l s are d e t e r m i n e d , those 

17 commercial w e l l s and t h a t acreage i s brought i n t o a 

18 p a r t i c i p a t i n g area where they then become common, but 

19 not d u r i n g the d r i l l i n g stage. And t h a t would not 

20 impact the o u t s i d e acreage of the u n i t anyway. 

21 Q. C o r r e c t , yes, I unde r s t a n d . Of course, 

22 t h a t would be a s i n g l e or s e v e r a l e n t i t i e s j o i n i n g the 

23 w e l l based on the east h a l f of 8, and you're saying 

24 t h e r e would be s e v e r a l e n t i t i e s ? 

25 A. There's two other e n t i t i e s . There's ARCO 
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1 and C o a s t a l , t h a t has ownership. ARCO has a 

2 50-percent i n t e r e s t i n the east h a l f of 8, and Coastal 

3 has a 27 p e r c e n t , and Northwest P i p e l i n e has a 23 

4 per cent . 

5 MR. STOVALL: Nothing f u r t h e r from me. 

6 MR. HALL: Let ' s f o l l o w - u p , D a r r e l l , t o my 

7 p r e v i o u s round of q u e s t i o n s . 

8 FURTHER EXAMINATION 

9 BY MR. HALL: 

10 Q. There's no c o n t r a c t u a l arrangement i n place 

11 now between Northwest or D a v o i l or Mesa or Great 

12 Western compensating those other p a r t i e s f o r t h e i r 

13 i n t e r e s t i n the west h a l f of the west h a l f of 17? 

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

15 Q. Would you agree w i t h me when I say t h a t the 

16 O i l Con s e r v a t i o n D i v i s i o n l a c k s the a u t h o r i t y t o 

17 a f f e c t those c o n t r a c t u a l r i g h t s t h a t are i n place now 

18 pursuant t o the JOA c o v e r i n g Great Western's 

19 nonstandard u n i t ? 

20 A. The o n l y way they c o u l d do t h a t i s by f o r c e 

21 p o o l i n g the other p a r t i e s i n t o the ownership of t h a t 

22 w e l l . 

23 Q. And Northwest has no pending f o r c e p o o l i n g 

24 a p p l i c a t i o n , i s t h a t c o r r e c t ? 

25 A. Again, i t ' s not needed. I t can be 
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1 a d m i n i s t r a t i v e l y approved, which i t has been a l r e a d y . 

2 That's why the w e l l was d r i l l e d . 

3 MR. STOVALL: You're saying the p r o r a t i o n 

4 u n i t could be approved, but i f Great Western d i d n ' t 

5 l e t you i n , assuming we denied t h e i r a p p l i c a t i o n , then 

6 some a c t i o n would have t o be taken? 

7 THE WITNESS: Then we would go t o f o r c e 

8 p o o l i n g . 

9 MR. HALL: Nothing f u r t h e r . 

10 EXAMINER CATANACH: An y t h i n g f u r t h e r ? 

11 MR. COOTER: Nothing f u r t h e r , but I would 

12 l i k e t o make a b r i e f statement when i t ' s a p p r o p r i a t e . 

13 EXAMINER CATANACH: I t ' s a p p r o p r i a t e r i g h t 

14 now. 

15 MR. COOTER: I t w i l l be very b r i e f . I 

16 would r e f e r the Examiner t o the Order R-8768 which 

17 e s t a b l i s h e d the 320-acre p r o r a t i o n u n i t s . At t h a t 

18 time i t was co n t e s t e d between 160 versus 320, but i n 

19 f i n d i n g - -

20 MR. STOVALL: This i s the F r u i t l a n d Coal 

21 o r d e r , i s t h a t c o r r e c t , Mr. Cooter? 

22 MR. COOTER: Yes, which sets f o r t h the 

23 s p e c i a l r u l e s and r e g u l a t i o n s . I t e s t a b l i s h e d i t at 

24 320 acre s . I don't want t o go back i n t o what was 

25 behind t h a t , but i t would be my thought t h a t i f 
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1 someone seeks an unorthodox or a nonstandard p r o r a t i o n 

2 u n i t , t h a t i n h e r e n t i n t h a t i s evidence t h a t the 

3 proposed w e l l , be i t at an orthodox or unorthodox 

4 l o c a t i o n , would d r a i n t h a t proposed nonstandard 

5 p r o r a t i o n u n i t . 

6 And I r e s p e c t f u l l y submit t o you t h a t the 

7 evidence here b e f o r e you today i s a b s o l u t e l y d e v o i d of 

8 any such t e s t i m o n y t h a t the Great Western Decker #11 

9 w e l l would d r a i n the 320 acres t h a t they seek as a 

10 nonstandard u n i t . That concludes our case. 

11 EXAMINER CATANACH: Mr. H a l l ? 

12 MR. HALL: A b r i e f comment. I would ask 

13 t h a t the Examiner take a d m i n i s t r a t i v e n o t i c e of the 

14 many or d e r s a p p r o v i n g nonstandard gas p r o r a t i o n u n i t s 

15 f o r the F r u i t l a n d i n the n o r t h e r n p a r t of the s t a t e 

16 along the border of Colorado. 

17 T y p i c a l of those o r d e r s i s Order No. 

18 R-9222. F i n d i n g 6 i n t h a t order s t a t e s : "The 

19 proposed nonstandard gas p r o r a t i o n u n i t s have 

20 p r e v i o u s l y been approved by the D i v i s i o n f o r use i n 

21 d e v e l o p i n g gas reserves i n the Blanco-Mesaverde, Eagle 

22 Basin, Dakota Gas Pools, and have proven t o be 

23 e f f e c t i v e i n promoting o r d e r l y development i n the 

24 area. 

25 That's a l l we have, Mr. Examiner. 

CUMBRE COURT REPORTING 
(505) 984-2244 



67 

1 MR. STOVALL: Just t o keep the r e c o r d 

2 complete, because I'm aware t h a t t h e r e i s a l s o an 

3 order which denied an a p p l i c a t i o n , I would l i k e , i f 

4 we're going t o a d m i n i s t r a t i v e l y review t h a t , I t h i n k 

5 w e ' l l want t o look at the reasoning behind the 

6 d e n i a l . And I ' l l have t o f i n d t h a t order and i d e n t i f y 

7 i t . And f o r the p a r t i e s , I ' l l p r o v i d e you w i t h a copy 

8 or i d e n t i f i c a t i o n . To the e x t e n t t h a t we're going t o 

9 use other orders as a b a s i s f o r making a d e c i s i o n , I 

10 t h i n k a l l the i n f o r m a t i o n should be i n . 

11 EXAMINER CATANACH: Any t h i n g f u r t h e r ? 

12 MR. STOVALL: No. 

13 EXAMINER CATANACH: I f n o t , Case 10048 w i l l 

14 be taken under advisement. 

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 
) ss . 

4 COUNTY OF SANTA FE 

5 

6 I f C a r l a Diane Rodriguez, C e r t i f i e d 

7 Shorthand Reporter and Notary P u b l i c , HEREBY CERTIFY 

8 t h a t the f o r e g o i n g t r a n s c r i p t of proceedings b e f o r e 

9 the O i l Con 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 

10 I caused my notes 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 the f o r e g o i n g i s a t r u e and 

12 accurate r e c o r d of the pro c e e d i n g s . 

13 I FURTHER CERTIFY t h a t I am not a r e l a t i v e 

14 or employee of any of the 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 matter 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 the f i n a l d i s p o s i t i o n of t h i s m a t t e r . 

17 WITNESS MY HAND AND SEAL August 3 1 , 1990. 

19 

18 

CSR No. 91 
20 

21 My commission e x p i r e s : May 25, 1991 

22 

23 
I do hereby certify that the foregoing is 
a compie.e record of the proceedinas In 

24 

25 

Oil Conservation Division 
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