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FPROCEEDIUNGS

HEARING EXAMINER: Ckay. At this time we'll call
Case 10076, application of Mesa Operating Limited Partnership
for comnpulsory pooling, San Juan County, New Mexico.

Are there appearaznces in this casge?

MR. HALI.- WMr. Examirer, Scott Hall from the Miller,
tratvert, Torgerson & Schlenker law firm of Santa Fe for the
pplicant Mesa with three witnesses this morning.

HEARETNG EXAMTNER: Any other appearances?

Will the witnesses please gtand to be sworn in.

FDWARD I.. HANK WOOD,
the witness herein, after having been filrst duly sworn upon his

oath, was examined and testified as follows:

BY MR. BRALL:

0. For the record, please state your nane and place of
regidence.

A, My name ig REdward L. Farnk Wood. T live at 6006

Norwich, Amarillo, Texas.

C. Vho do yeu work for, Mr. Wood?
A, I anr ewmployved by Mesa Operating Limited partnership

in Amarillo.

C. What do vou do for them?
A, T am & landnan.
G. T believe you have not testified before the New

CUMBRE COURT REPORTING
(505)984-2244
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Mexico OCD before. Would vou please give the Hearing Examiner

a brief summary of vour educational background and work

experience.

®

2. T graduated 1974 from New Mexico State University

with a business degree. T went to work January of 1975 for El

Paso Natural Gas Company in El Paso. And was transferred in

]

marillc with El1 Paso. I went to work for Pioneer

3
~J]
o
Q
b,

Production Corporation in 1880 in Denver. Worked with them for
five years before the merger of Pioneer and Mesa in 1985. I
hendled Anadarco Basin Rocky Mountain regions for both
companies. Now currently work for Mesa in Amarillo.
Q. You aie fawmilier with the subject well and lands?
A, T am.
MR, HALL: We tender Mr. Wood as a qualified expert
petreleum landnan,
HEARING FXAMINER: He is so gualified.
{Thereupon, EFxhibit 1 was

marked for identification.)

. (RY MR. HALL) Mr. Vood, let's lock at scme of the
exhioits we prepared for the heering. Would you explain what

Fxhibit 1 congists of and what it's intended to reflect.

A, Exhibit 1 is a land plat. It shows our porposed

prorat’on unit for our proposed test as the west half of

Section 1€, 29 North, 8 West in San Juan County, New Mexico.

-
H
1

t designates our proposed well Tocation. Tt shows the

CUMERE COURT REPORTING
{505)284-2244
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ownership of the proration unit indicating the working interest
owneirs, And it shows the various tracts where the working

interest owners interest ig deilved.

C. And the foctage location is reflected on the face
pege of Exhikit 1, is it ncot?

2 That's correct.

0. Let's look at page two. What's that show?

A, Page two shows the breakdown of the working interest

owners both committed and noncommitted to the drilling of this
proposed test.

Q. For the record state the identity of each of the

|65

1

interest owners you are seeking to pool and their ownership
pe:centages.
2, The pooled parties are Conoco, Inc. 18.75 percent,

Mizel Resocources 1.4 pervcent, North Timbers Ltd. Partnership .97

o}
Q

vercent, Fast Timbers Ltd. Partnership .33 percent, West
Timbers Ltd. Partnership .15 percent.
(Thereupcn, Exhibit 2 was
marked for identification.)
Q. All right. Let's look at Exhibit 2, please, sir.
What does Exhibit 2 consist of?
A, FExhibit 2 is a certified, copy of a certified letter
mailed by Mesa dated August 3rd, 1990, which proposeg the
drilling of the test which we're hearing at the time. Tt sets

out the footage location, the estimated depth of 3,310 feet,
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and the proposed formation is of Fruitland Coal, and sends with

L

it appiorriate exhibits.

O. 211 right. Tt transmits the JOA and AFE, does it
not?

k. That's correct.

G And thig was sent to each of the interest owners

listed con page two?

=

2 hat's correct.

C. All right. Would vou please briefly summarize the
effcrts that vou undertock to secure the voluntary joinder of
tie parties you are seeking pooling from today.

Al The letter was mailed out on August 3rd, followed up
with phone calls to each working interest owner to inform them
cf the necessgity, the urgency to receive a response from them,
numerous times in each case. And of course then they were sent
copies of the pooling notice.

Q. All right. Did vou have any response at all from

A, Yeg, we have.
Q. What was the nature of that response?
2. Well, from the parties shown on Exhibit 2 we've had

a vumker of them that have agreed to participate. The

pooled —- the parties that we're attempting to pool at this
time have not been able to respond to us at this time.

1, -
1

0. You've had no communication whatsoever?

CUMRBRRE COURT REPORTING
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A, That's right.
. In your opinion, Mr. Wood, have you made a good

-

faith effort to geek the voluntery joinder of those interest

owners vou are geeking to pool?

AL We have, we have.
G And in vour opinion will granting the application be

in the interest of consgervation and the prevention of waste and

protection of cerrelative vights?

Ao Yeg, it wcould.
G Were Exhibits 1 and 2 prepared by you or at vour
direction?
Ao They were,
MR. HALL: We'd move the admission of Exhibits 1 and
2 at thig time. We have notliing further of this witness,
HEARING EXAMINER: FPxhibits 1 and 2 will be admitted
as evidence.

I don't believe T have any questions of the witness.
Fe nayv be excused.

STEWART SAMSON,
the witrness herein, after having been first duly sworn upon his

cath, was examined and testified as fcollows:

EXAMINATI

O

N

(RN For the record, please state your name and place of

residence.,

CUMBRE COURT REPORTING
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2. Stewart Samson in Amarillo, Texas.

C. And who do you work for and in what capacity?

A, For Mesa Limited Partnership as supervisor of
geophysics,

Q. Mr. Samson, you previously testified before the New

- .|
|

Mexico dlvigion in the Fruitland pooling cases and had your

c¢: edentials made a matter of record; is that correct?

ey
=
=
)
b
t

AW 's correct.
(Thereupon, Exhibits 3 - 5

were marked for identification.)

0. A1l right. Let's lock at Exhibits 3, 4, and 5.

—
Hh

vou would, please, explain those to the Examiner.

n

P

e

. Exhibit 3 is a besin-wide isopach of the entire
Fruitlend Coal section showing the location of the proposed
well, the FC State Com No. 27. As you can see, the well is
located very nearly the nmaximum thickness trend throughout the
basin. This nap is a industrywide-accepted map of the coal in
the basin. We do feel like we will encounter scmewhat less
than the 60 feet indicated here, but we do feel like we'll have
gufficient thickness to make a well.

Fxhibit 4 is another critical parameter for the
establishment of coal production. This is a bottomhole
pressure map. Also generally releaged to the industry as a

le. And we expect to encounter sufficient pressure to make

an economic well.

CUMBRE COURT REPORTING
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And the last exhikit that T was to talk about here
ig Exhibit 5, comes in a little closer to the location of our
well and shows the location of our well as an cpen circle in
Secticn 16. The solid red circles surrounding this area show
where all Fruitland Ccal completions to date reported by

.

Dwight's are. And indicates that although the entire proration

1

v Pt pattern is not full at this time, we do have a substantial
anount. of offset informaetion.

. All rvight. ©Now, although ycu testified that you
expect to make an economic well, does there exist a rigk that

vou may not?

A, Yes, there is.
G. What's the basis of that risgk?
A The biggest risk here, of course, is not

encourtering sufficient coal. We do feel like we'll do that.
‘here is a rigk In encountering permeability which would be
high enough to establish economic rates.

The wells in the area do have a substantial variance

in productive characteristice which Mr. Hahn will talk about.

~

fo we do feel 1like there is a local variation in permeability

iu

due to fracture intensity.

0. What risk penalty ig Mesa seeking for this well?
2. We would Jike the 256 percent penalty, which is

0. Al right. Were Exhibits 3, 4, and 5 prepared by

CUMBRE COURT REPORTING
(505)584-2244
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LEXAMINER

into evidence.

ghts?

We'd move the admission of Exhibits 3, 4,

r direct of this witness.

Exhibits 3 through 5 will be

T have no questions of the witness.

Ll
For the
My name
And i,

THO

and testi

BXA

record pl

. 11 S
1e Thomas

MAS HAHN,

1, after having been first duly swoin upon his

fied as follows:

MINATION

ease state your nanme,

Hahn.

Fahn, where do you live, by whom are you

and 1in what capaci

T live

in Amarilil

ty?

o, Texas. I work for Mesa

Limited Partnershin as a reservoir engineer.

&

And vyou've previcusly testified before the division

it exam

: 1g that

ners and

72

correct;
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You prepaved cervtain exhibits in connection with

vour testimony today?

Ao

oL

Yes.

Let's firat look at Exhibit 2, the AFE. If you

could review the costs on that exhibit, please, sir.

£

casing and

O

he S$362,

e

Exhibit 2 is an AFE cost estimate for drilling

completing the FC State Com No. 27. As shown on the

ATT cost estimate, Mesa estimates the total cost of this well

500.

Are those costs in line with what's being charged

for other like wellsg in the area?

2.

0

B

immediate vicinity, has i

A,

Q.

Yes, they are, for cagsed and frac'd wells.

Iz

lega has drilled other Fruitland wells in the

-+

not?

s

Yes, we have.

Have vou made an estimate of the oveihead and

administrative costs while drilling an operating well?

per mecnthe.
month,
C.

charged in

While drilling the well is overhead cost is $3,831

Wrhile producing the well the cost is $382 per

And those costs are alsc in line with what's being

the area, are they not?

CUMBRE COQURT REPCRTING
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A Yeg, they are.
Q. You are recommending those figures be made a pert of

any ovder that results from this hearing?

{The: eupon, Exhibit 6 was

marked for identification.)
. Let's Jock at Fxhibit 6 brieflv. Tf you would

exnplein that 1o the Examiner.

o

» s
g il

¥

it 6 shows offset production detail for wells

r

-
s
jall

o

are ——- that have been drilled, completed, and nay be
producing offsetting FC State Com No. 27. Two inportant items
cn thiis exhibit are the surface shut-in pressure and the
current producticn vate from these offset wells.

The surface shut-in pressure information is intended

s

to show basically what scome of the presgsure is in the area. TIn

some ereas in the basin higher pressures to do indicate higher
cdeliverability wells. The pressures we're seecing here indicate
< ous bthat the wells will preobably be lcower deliverability and
there ‘¢ rigk inherent theie.

The production information that T am showing isgs very
gparable to the surface information. We're locking at rates
on offset wells ag low ag 70 MCF per day up to 210, So there
ite a bit of varviability in the production rates
‘r. the offsetting wells. We feel that there is enocugh

variability in the preoduction rateg that there is risk

CUMBRE CQOURT REPORTING
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associated with drilling a Pruitland Cecal well in this section.

0. And you concur in the request for the 156 percent
iok penalty?
A, 156 plus costs.
0. All right., Do you have anvthing further you wish to
add?
A No.

1

Exhibit 6 prepared by you?

2
B
=
W
w2

MR. HMALIL: Nothing further of this witness,

We'd move the admission of Exhikit 6 and Exhibit 7,
which 15 the Rule 1207 notice to pool partles.

{Therevupon, Exhibit 7 was

marked for iderntification.)

HEARING FXAMINER: Exhibit 6 and 7 will be admitted
an evidence in thig csse.
T have no guestions. This witness may be
EXCUIEd .

2nything further in this case?

“

MR, FATL.: We're done.

HEARING DEXAMINER: Tn that case Case 10076 will be

-

teken under advisement.

(Theveupon, a recess was taken.)
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COUNTY OF SANTA FE

I, Diane M. Winter, Certified Shorthand Reporter and
Notery Public, HEREBRY CERTIFY that the foregoing transcript of
rroceedings before the 0i1 Consevvation Divigion was reported
bv me; that T caused my notesg to be transcribed under my

rsonal supeivision; and that the foregoing is a true anad

AU

j9)
accurate record of the proceedings.

I FURTEER CERTTIFY that T am not a relative or
erployee of any of the parties or attorneys involved in this
natlter and that T have no personal interest in the final

a8~

disposition of this matter.

0

WITNESS MY FAND AND SFAL October 1, 1990.

o U Lt

PIANE M. WINTER
CSR No. 414

My cormission expiregs December 21, 1993
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