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P R O C E E D I N G S 

HEARING EXAMINER: Okay. At t h i s time w e ' l l c a l l 

Caae 10076, a p p l i c a t i o n of Mesa Operating L i m i t e d Partnership 

f o r compulsory p o o l i n g , San Juan County, New Mexico. 

Are t he r e appea ra n c e s i n t h i s case? 

MR. HALLr Mr. Examiner, Scott Hall from the M i l l e r 

St:' a'ever t , Torgeison & Schlenker law f i r m of Santa Fe f o r the 

a p p l i c a n t Mesa w i t h three witnesses t h i s morning. 

HEARING EXAMINER: Any other appearances? 

W i l l the witnesses please stand t o be sworn i n . 

EDWARD L. HANK WOOD, 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon h i 

Oh.tb, was examined and t e s t i f i e d as f o l l o w s ; 

EXAMINATION 

BY MR. FALL; 

Q. For the record, please s t a t e your name and place of 

residence. 

A. My name i s Edward L. Hank Wood. I l i v e at 6 006 

No rw i c li.. Aitia r i 11 o, Tex a s . 

Q. Who do ycu work f o r , Mr. Wood? 

A. I am employed by Mesa Operating L i m i t e d p a r t n e r s h i p 

i n Arra i 1 l o . 

C. What do you do f o r them? 

A. I am 5 landman. 

Q. I be l i e v e you have not t e s t i f i e d before the New 
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1 Mexjco OCD before. Would you please give the Hearing Examiner 

2 a b r i e f summary of your educational background and work 

3 experjence. 

4 A, I graduated 1974 from New Mexico State U n i v e r s i t y 

5 w i t h a business degree. I went t o work January of 197 5 f o r El 

6 Paso Natural Gas Company i n El Paso. And was t r a n s f e r r e d i n 

7 '77 to A j r i a r i l l o w i t h El Paso. I went to work f o r Pioneer 

8 Production Corporation i n 1980 i n Denver. Worked w i t h them f o r 

9 f i v e years before the merger of Pioneer and Mesa i n 1985. I 

10 handled Anadarco Basin Rocky Mountain regions f o r both 

11 companies. Now c u r r e n t l y work f o r Mesa i n A m a r i l l o . 

12 Q. You are f a m i l i a r w i t h the subject w e l l and lands? 

13 A. T am. 

14 MR. HALL: We tender Mr. Wood as a q u a l i f i e d expert 

15 petroleum landman. 

16 HEARING EXAMINER: Ke i s so q u a l i f i e d . 

17 (Thereupon, E x h i b i t 1 was 

18 marked f o r i d e n t i f i c a t i o n . ) 

19 Q. (BY MR- HALL) Mr. Wood, l e t ' s look a t some of the 

20 e x h i b i t s we prepared f o r the hearing. Would you exp l a i n what 

21 E x h i b i t 1 c o n s i s t s of and what i t ' s intended t o r e f l e c t . 

2 2 A. E x h i b i t 1 i s a land p l a t . I t shows our porposed 

23 p r o r a t i o n u n i t f o r our proposed t e s t as the west h a l f of 

24 Section 16, 29 North, 8 West i n San Juan County, New Mexico. 

25 Tt designates our proposed well l o c a t i o n . I t shows the 
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1 owner si) J p o f t h e p r o r a t i o n u n i t i n d i c a t i n g t h e w o r k i n g i n t e r e s t 

2 owners. And i t shows t h e v a r i o u s t r a c t s where t h e w o r k i n g 

3 i n t e r e s t owners i n t e r e s t i s d e r i v e d . 

4 Q. And t h e f o o t a g e l o c a t i o n i s r e f l e c t e d on t h e f a c e 

5 page o f E x h i b i t 1, i s i t not? 

6 A. Tha t ' s c o r r ec t . 

7 Q. L e t ' s look a t page two. What's t h a t show? 

8 A. Page two shows t h e breakdown of t h e w o r k i n g i n t e r e s t 

9 owners b o t h committed and noncomrnitted t o t h e d r i l l i n g o f t h i s 

IC proposed t e s t . 

11 Q. For t h e r e c o r d s t a t e t h e i d e n t i t y of each of t h e 

12 i n t e r e s t owners you are seeking to pool and t h e i r ownership 

13 p e r c e n t ages. 

14 A. The po o l e d p a r t i e s a r e Conoco, I n c . 3 8.75 p e r c e n t , 

15 M i z e l Resources 1.4 p e r c e n t . N o r t h Timbers L t d . P a r t n e r s h i p .97 

16 p e r c e n t , East Timbers L t d . P a r t n e r s h i p .33 p e r c e n t , West 

17 Timbers L t d . P a r t n e r s h i p .15 p e r c e n t . 

18 (Thereupon, E x h i b i t 2 was 

19 marked f o r i d e n t i f i c a t i o n . ) 

20 Q. A l l r i g h t . L e t ' s l o o k a t E x h i b i t 2, p l e a s e , s i r . 

21 Wh a t d o e s Exh j. b i t 2 c o n s i s t o f ? 

22 A. E x h i b i t 2 i s a c e r t i f i e d , copy o f a c e r t i f i e d l e t t e r 

23 m a i l e d by Mesa da t e d August 3 r d , 1990, w h i c h proposes t h e 

24 d r i l l i n g o f th e t e s t which we're h e a r i n g a t t h e t i m e . I t s e t s 

25 out t h e f o o t a g e l o c a t i o n , t h e e s t i m a t e d depth o f 3,310 f e e t , 
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1 and the proposed formation i s of F r u i t l a n d Coal, and sends w i t h 

2 i t app op r i a te exhlb i t s. 

3 Q. A l l r i g h t . I t t r a n s m i t s t h e JOA and AFE, does i t 

4 n o t ? 

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

6 0. And t h i s was sent to each of the i n t e r e s t owners 

7 l i s t e d on page two? 

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

9 C. A l l r i g h t . Would you please b r i e f l y summarize the 

10 e f f o r t s t h a t you undertook t o secure the v o l u n t a r y j o i n d e r of 

11 the p a r t i e s you are seeking p o o l i n g from today. 

12 A. The l e t t e r was mailed out on August 3rd, followed up 

13 w i t h phone c a l l s to each working i n t e r e s t owner t o inf o r m them. 

14 of the necessity, the urgency to receive a response from them, 

15 numerous times in each case. And of course then they were sent 

16 copies of the p o o l i n g n o t i c e . 

17 Q. A l l r i g h t . Did you have any response at a l l from 

18 any of tliese p a r t i e s ? 

19 A, Yes, we have. 

20 Q. What was the nature of t h a t response? 

21 A. Well, from the p a r t i e s shown on E x h i b i t 2 we've had 

22 a number of them t h a t have agreed t o p a r t i c i p a t e . The 

23 pooled -- the p a r t i e s t h a t we're attempting t o pool at t h i s 

24 time have not been able to respond to us at t h i s time. 

25 Q. You've had no communication whatsoever? 

CUMBRE COURT REPORTING 
(505)984-2244 



8 

1 A„ T h a t 1 s r i g h t . 

2 P. I n your o p i n i o n , Mr. Wood, have you made a. good 

3 f a i t h e f f o r t t o seek t h e v o l u n t a r y j o i n d e r of those i n t e r e s t 

4 owners you a r e seeking t o pool? 

5 A-. We have, we have. 

6 0. And i n your o p i n i o n w i l l g r a n t i n g t h e a p p l i c a t i o n be 

7 i n t h e i n t e r e s t o f c o n s e r v a t i o n and t h e p r e v e n t i o n o f waste and 

8 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 ? 

9 A. Yes, i t would, 

10 Q. Were E x h i b i t s 1 and 2 p r e p a r e d by you o r a t you r 

11 d i r e c t i o n ? 

12 A. They were. 

13 MR. THALL: We'd move t h e a d m i s s i o n o f E x h i b i t s 1 and 

14 2 a t t h i s t i m e . We have n o t h i n g f u r t h e r o f t h i s w i t n e s s . 

15 HEARING EXAMINER: E x h i b i t s 1 and 2 w i l l be a d m i t t e d 

16 as evi d e n c e . 

17 I don't b e l i e v e I have any q u e s t i o n s o f t h e w i t n e s s . 

18 Ke iv.ay be excused. 

19 STEWART SAMSON, 

20 the w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t , d u l y sworn upon h i s 

21 o a t h , was examined and t e s t i f i e d as f o l l o w s : 

2 2 EXAMINATION 

2 3 BY MR. HALL: 

24 Q. For t h e r e c o r d , p l e a s e s t a t e your name and p l a c e of 

2 5 r e s i d e n c e . 
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1 A. Stewart Samson i n A m a r i l l o , Texas. 

2 Q. And who do you work f o r and i n what capacity? 

3 A. For Mesa Li m i t e d Partnership as supervisor, of 

4 geophysics. 

5 0. Mr. Samson, you p r e v i o u s l y t e s t i f i e d before the New 

6 Mexico d i v i s i o n i n the F r u i t l a n d p o o l i n g cases and had your 

7 c r e d e n t i a l s made a matter of record; i s t h a t correct? 

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

9 (Thereupon, E x h i b i t s 3 - 5 

10 were marked f o r i d e n t i f i c a t i o n . ) 

11 Q. A l l r i g h t . Let's look a t E x h i b i t s 3, 4, and 5. Tf 

12 you won!d, please, explain those t o the Examiner. 

13 A. E x h i b i t 3 i s a basin-wide isopach of the e n t i r e 

14 F r u i t l a n d Coal s e c t i o n showing the l o c a t i o n of the proposed 

15 w e l l , the FC State Com No. 27. As you can see, the w e l l i s 

16 located very nea.rly the maximum thickness trend throughout the 

17 basin. This map i s a industrywide-accepted map of the coal i n 

18 the basin. We do f e e l l i k e we w i l l encounter somewhat less 

19 than the 60 f e e t i n d i c a t e d here, but we do f e e l l i k e w e ' l l have 

20 s u f f i c i e n t thickness to make a w e l l . 

21 E x h i b i t 4 i s another c r i t i c a l parameter f o r the 

22 establishment of coal p r o d u c t i o n . This i s a bottomhole 

23 pressure map. Also g e n e r a l l y released to the i n d u s t r y as a 

24 whole, And we expect to encounter s u f f i c i e n t pressure t o make 

2 5 an economic w e l l . 
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1 And t h e l a s t e x h i b i t t h a t I was t o t a l k about h e r e 

2 i s E x h i b i t 5, comes i n a l i t t l e c l o s e r t o t h e l o c a t i o n of our 

3 w e l l and shows t h e l o c a t i o n o f our w e l l as an open c i r c l e i n 

4 S e c t i o n 16. The s o l i d r e d c i r c l e s s u r r o u n d i n g t h i s area show 

5 where a l l F r u i t l a n d Coal c o m p l e t i o n s t o dat e r e p o r t e d by 

6 Dwight's a r e . And i n d i c a t e s t h a t a l t h o u g h t h e e n t i r e p r o r a t i o n 

7 urJ t p a t t e r n i s n o t f u l l a t t h i s t i m e , we do have a s u b s t a n t i a l 

8 amount o f o f f s e t i n f o r m a t i o n . 

9 Q. A l l r i g h t . Now, a l t h o u g h ycu t e s t i f i e d t h a t you 

10 expect t o make an economic well,- does t h e r e e x i s t a r i s k t h a t 

11 you may not? 

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

13 Q. What's t h e b a s i s o f t h a t r i s k ? 

14 A. The b i g g e s t r i s k h e r e , o f course, i s n o t 

15 e n c o u r t e r i n g s u f f i c i e n t c o a l . We do f e e l l i k e w e ' l l do t h a t . 

16 But t h e r e i s a r i s k i n e n c o u n t e r i n g p e r m e a b i l i t y w h i c h would be 

17 h i g h enough t o e s t a b l i s h economic r a t e s . 

18 The w e l l s i n t h e area do have a s u b s t a n t i a l v a r i a n c e 

19 i n p r o d u c t i v e c h a r a c t e r i s t i c s w h i c h Mr. Hahn w i l l t a l k a bout. 

20 So we do f e e l l i k e t h e r e i s a l o c a l v a r i a t i o n I n p e r m e a b i l i t y 

21 due t o f r a c t u r e i n t e n s i t y . 

22 Q. What r i s k p e n a l t y i s Mesa seeki n g f o r t h i s w e l l ? 

23 A. We would l i k e t h e 256 p e r c e n t p e n a l t y , which i s 

2 4 customary. 

25 Q. A l l r i g h t . Were E x h i b i t s 3, 4, and 5 p r e p a r e d by 
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you o r a t your d i r e c t i o n ? 

A. Yes, they were. 

Q. Tn your o p i n i o n w i l l g r a n t i n g t h i s a p p l i c a t i o n be i n 

th e i n t e r e s t o f c o n s e r v a t i o n and p r e v e n t i o n o f waste and 

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

A. Yes, i t w i 1 1 . 

MR. HALL: We'd move t h e ad m i s s i o n o f E x h i b i t s 3, 4, 

and 5, and t h a t concludes our d i r e c t o f t h i s w i t n e s s . 

HEARING EXAMINER; E x h i b i t s 3 t h r o u g h 5 w i l l be 

ad.ni 11.ed i n t o e v i d e n c e . 

I have no q u e s t i o n s of t h e w i t n e s s . 

THOMAS HAHN, 

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

o a t h , was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. HALL: 

0. For t h e r e c o r d p l e a s e s t a t e your name. 

A. My name i s Thomas Hahn. 

Ci. And Mr. Hahn, where do you l i v e , by whom a r e you 

employed, and i n what c a p a c i t y ? 

A. I l i v e i n A m a r i l l o , Texas. I work f o r Mesa 

Opera t i n g L i m i t e d P a r t n e r s h i p as a r e s e r v o i r e n g i n e e r . 

C! • And you've p r e v i o u s l y t e s t i f i e d b e f o r e t h e d i v i s i o n 

o i one of i t s examiners and had your c r e d e n t i a l s made a m a t t e r 

of r e c o r d ; i s t h a t c o r r e c t ? 
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1 A. Yes, I have, 

2 Q. You pre p a r e d c e r t a i n e x h i b i t s i n c o n n e c t i o n w i t h 

3 your t e s t i m o n y today? 

4 A. Yes, 

5 Q. L e t ' s f i r s t l o o k a t E x h i b i t 2, t h e AFE. I f you 

6 c o u l d r e v i e w t h e c o s t s on t h a t e x h i b i t , p l e a s e , s i r . 

7 A. E x h i b i t 2 i s an AFE c o s t e s t i m a t e f o r d r i l l i n g 

8 c a s i n g and c o m p l e t i n g t h e FC S t a t e Com No. 27. As shown on t h e 

9 AFE cost: e s t i m a t e , Mesa e s t i m a t e s t h e t o t a l c o s t o f t h i s wel 1 

10 t o be $362,500. 

11 Q. Are those c o s t s i n l i n e w i t h what's b e i n g charged 

12 f o r o t h e r l i k e w e l l s i n th e area? 

13 A. Yes, they a r e , f o r cased and f r a c ' d w e l l s . 

14 Q. Mesa has d r i l l e d o t h e r F r u i t l a n d w e l l s i n t h e 

15 immediate v i c i n i t y , has i t not? 

16 A. Yes, we have. 

17 Q. Have you made an e s t i m a t e o f t h e overhead and 

18 a d m i n i s t r a t i v e c o s t s w h i l e d r i l l i n g an o p e r a t i n g w e l l ? 

19 A. Yes, we have. 

2 0 Q. What a r e they? 

21 A. While d r i l l i n g t h e w e l l i s overhead c o s t i s $3,831 

22 per month. W h i l e p r o d u c i n g t h e w e l l t h e c o s t i s $382 p e r 

2 3 month. 

24 C. And those c o s t s a r e a l s o i n l i n e w i t h what's b e i n g 

25 charged i n t h e a r e a , a r e t h e y not? 
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1 A. Yes, t b e y a r e . 

2 Q. You are recommending those f i g u r e s be made a p a r t o f 

3 any o r d e r t h a t r e s u l t s f r o m t h i s h e a r i n g ? 

4 A. Yes. 

5 (The:eupon. E x h i b i t 6 was 

6 marked f o r i d e n t i f i c a t i o n . ) 

7 Q. L e t ' s look at Exhibi t 6 b r i e f l y . i f you would 

8 e x p l a i n t h a t t o t h e Examiner. 

9 A. E x h i b i t 6 shows o f f s e t p r o d u c t i o n d e t a i l f o r w e l l s 

10 t h a t a r e — t h a t have been d r i l l e d , completed, and may be 

11 p r o d u c i n g o f f s e t t i n g FC S t a t e Com No. 27. Two i m p o r t a n t items 

12 on t h i s e x h i b i t a r e t h e s u r f a c e s h u t - i n p r e s s u r e and t h e 

13 c u r i e n t p r o d u c t i o n r a t e from these o f f s e t w e l I s . 

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

15 t o show b a s i c a l l y what some of t h e p r e s s u r e i s i n t h e a r e a . I n 

16 some areas i n t h e b a s i n h i g h e r p r e s s u r e s t o do i n d i c a t e h i g h e r 

17 d e l i v e r a b i l i t y w e l l s . The p r e s s u r e s we're s e e i n g h e r e i n d i c a t e 

18 t o us t h a t t h e w e l l s w i l l p r o b a b l y be lower d e l i v e r a b i l i t y and 

19 t h e r e i s r i s k i n h e r e n t t h e r e . 

20 The p r o d u c t i o n I n f o r m a t i o n t h a t I am showing i s v e r y 

21 comparable t o t h e s u r f a c e i n f o r m a t i o n . We're l o o k i n g a t r a t e s 

22 on o f f s e t w e l l s as low as 70 MCF per day up t o 210. So t h e r e 

23 tends t o be q u i t e a b i t of v a r i a b i l i t y i n t h e p r o d u c t i o n r a t e s 

24 l r . t h e o f f s e t t i n g w e l l s . We f e e l t h a t t h e r e i s enough 

25 v a r i a b i l i t y i n t h e p r o d u c t i o n r a t e s t h a t t h e r e i s r i s k 
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1 a s s o c i a t e d w i t h d r i l l i n g a F r u i t l a n d Coal w e l l i n t h i s s e c t i o n . 

2 0. And you concur i n t h e r e q u e s t f o r t h e 156 p e r c e n t 

3 .-. i s k p e n a l t y ? 

4 7\. 3 56 p i u s c o s t s. 

5 Q. A l l r i g h t . Do you have a n y t h i n g f u r t h e r you w i s h t o 

6 add? 

7 A. No. 

8 Q. Was E x h i b i t 6 pre p a r e d by you? 

9 A. Yes, i t was. 

10 MR. HALL: N o t h i n g f u r t h e r o f t h i s w i t n e s s . 

11 We'd move t h e admiss i o n o f E x h i b i t 6 and E x h i b i t 7, 

12 which i s t h e Rule 1207 n o t i c e t o p o o l p a r t i e s . 

13 (Thereupon, E x h i b i t 7 was 

14 ma r k e d f or- i den t i f xc a t i o n . ) 

15 HEARING EXAMINER: E x h i b i t 6 and 7 w i l l be a d m i t t e d 

16 as evidence i n t h i s case. 

17 And I have no q u e s t i o n s . T h i s w i t n e s s may be 

18 excused, 

19 A n y t h i n g f u r t h e r i n t h i s case? 

20 MR. PAT,11: We're done. 

21 HEARING EXAMINER; Tn t h a t case Case 10076 w i l l be 

2 2 taken under advisement. 

23 (Thereupon, a l u n c h recess was taken.) 

24 ' - ' ^ ; o r ? r o : r » is 

2 5 ^ • ... , . . / i r ^ 
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