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1 EXAMINER STOGNER: C a l l next case, No. 

2 10118, which i s the a p p l i c a t i o n of Mesa Operating 

3 L i m i t e d P a r t n e r s h i p f o r compulsory p o o l i n g . 

4 C a l l f o r appearances. 

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

6 the M i l l e r , S t r a t v e r t , Torgerson & Schlenker Law Firm 

7 of Santa Fe, on b e h a l f of the A p p l i c a n t t h i s morning, 

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

9 EXAMINER STOGNER: Were these w i t n e s s e s 

10 p r e v i o u s l y sworn i n Case No. 10117? 

11 MR. HALL: Yes , s i r . 

12 EXAMINER STOGNER: Let the record so show 

13 the t h r e e witnesses have been sworn. 

14 Are t h e r e any other appearances i n t h i s 

15 case? Mr. H a l l . 

16 EDWARD L. "HANK" WOOD 

17 the w i t n e s s h e r e i n , a f t e r having been p r e v i o u s l y d u l y 

18 sworn upon h i s o a t h , was examined and t e s t i f i e d as 

19 f o l l o w s : 

20 EXAMINATION 

21 BY MR. HALL: 

22 Q. For the r e c o r d , please s t a t e your name? 

23 A. Edward L. "Hank" Wood. 

24 Q. Mr. Wood, i n view of the f a c t you've been 

25 p r e v i o u s l y sworn, l e t ' s proceed d i r e c t t o your 
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1 e x h i b i t s . I f you would e x p l a i n E x h i b i t 1, p l e a s e , 

2 s i r ? 

3 A. E x h i b i t 1 i s a land p l a t showing our 

4 proposed p r o r a t i o n u n i t as the east h a l f of Sec t i o n 

5 32, 29 N o r t h , 11 West, f o r the d r i l l i n g of a F r u i t l a n d 

6 Coal t e s t t o be l o c a t e d 2,085 f e e t from the n o r t h 

7 l i n e , 950 f e e t from the east l i n e of sai d S e c t i o n 32. 

8 Page 2 of t h i s e x h i b i t shows the working 

9 i n t e r e s t owners committed and noncommitted t o t h i s 

10 w e l l ; Mesa Operating L i m i t e d P a r t n e r s h i p , Jack H. 

11 Herd, Jack Markham, and the Esta t e of John J. Redfern, 

12 c o m p r i s i n g a t o t a l of 45.36867 percent t h a t have 

13 agreed t o p a r t i c i p a t e i n the d r i l l i n g of t h i s t e s t . 

14 Sun Operating L i m i t e d P a r t n e r s h i p , who i s 

15 now ORYX, 12.705673 p e r c e n t ; Southland R o y a l t y 

16 Company, w e l l , i f we want t o r e g r e s s , Sun Operating 

17 L i m i t e d P a r t n e r s h i p has expressed an i n t e r e s t i n 

18 s e l l i n g t h e i r i n t e r e s t and has t o l d us they w i l l not 

19 p a r t i c i p a t e but w i l l not c o n f i r m t h a t i n w r i t i n g y e t . 

20 Southland R o y a l t y has not responded t o our p r o p o s a l . 

21 Odessa K n a u f f , i n care of Brooks E x p l o r a t i o n i n 

22 Denver, w i t h 12.705673 p e r c e n t , has not responded. 

23 They were f u r n i s h e d a t i t l e o p i n i o n i n the l a s t 10 

24 weeks t o v e r i f y t h e i r i n t e r e s t s . They were not aware 

25 of any ownership i n t h i s p r o r a t i o n u n i t . 
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1 John J. Christman, w i t h 9.52925 percent has 

2 not responded. Rosalind Redfern, w i t h 4.76462 percent 

3 has not responded, and Flag-Redfern O i l Company, which 

4 i s now, as we understand i t , Kerr-McGee, a l t h o u g h 

5 record t i t l e shows t o be Fla g - R e d f e r n , w i t h 3.176418 

6 p e r c e n t , has not responded. 

7 I ' l l p o i n t out f o r the Examiner, i f I may, 

8 t h a t the i n t e r e s t s shown on page 2 of E x h i b i t 1 do not 

9 correspond w i t h E x h i b i t A t o the Operating Agreement, 

10 which i s another p a r t of our e x h i b i t . That i s due t o 

11 the f a c t t h a t the Operating Agreement was based on a 

12 stand-up check of the records i n order t o adequately 

13 give n o t i c e t o the p a r t i e s of our a n t i c i p a t e d d r i l l i n g 

14 of the t e s t . The page 2 of t h i s e x h i b i t i s based upon 

15 t i t l e e x a m i n a t i o n . 

16 MR. HALL: I f I might b r i e f l y e x p l a i n t o 

17 the Examiner on the Flag-Redfern s i t u a t i o n , t h e record 

18 t i t l e ownership i s shown as being i n Flag-Redfern. 

19 There i s no recor d of Kerr-McGee's ownership i n t h i s 

20 t r a c t . I understand t h r o u g h i n d u s t r y knowledge 

21 Kerr-McGee succeeded t o Flag-Redfern's i n t e r e s t and 

22 made no f i l i n g i n San Juan County f o r t h i s t r a c t , 

23 anyway. 

24 Kerr-McGee was con t a c t e d by Mesa, by Mr. 

25 Wood, and at f i r s t responded t o Mesa t h a t they owned 
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1 no i n t e r e s t i n t h i s t r a c t . They l a t e r communicated 

2 again w i t h Mr. Wood and i n d i c a t e d t h a t they m i g h t , i n 

3 f a c t , have an i n t e r e s t . We sent n o t i c e t o 

4 Flag-Redfern. We subsequently sent n o t i c e t o 

5 Kerr-McGee. The Kerr-McGee n o t i c e i s not w i t h i n t he 

6 22-day n o t i c e p e r i o d ; however, we don't b e l i e v e t h a t 

7 they are e n t i t l e d t o n o t i c e as they are not a record 

8 i n t e r e s t owner and they are unsure of t h e i r own 

9 ownership. 

10 EXAMINER STOGNER: Let me make sure I have 

11 t h i s c l e a r . When Flag-Redfern were n o t i f i e d , when 

12 they were n o t i f i e d , t h a t was w i t h i n t h e proper time 

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

14 MR . HALL: Yes , s i r . 

15 EXAMINER STOGNER: And d i d you co n t a c t 

16 Kerr-McGee p r i o r t o t h a t , t r y i n g t o work out the 

17 problem of who r e a l l y owned t h a t i n t e r e s t , whether 

18 Kerr-McGee d i d or not? 

19 MR. HALL: We d i d , and we have e x h i b i t s we 

20 would be gla d t o submit i f the Examiner wishes. 

21 EXAMINER STOGNER: I was j u s t t r y i n g t o get 

22 what k i n d of time frame Kerr-McGee got back ahold of 

23 you . 

24 THE WITNESS: We re c e i v e d a l e t t e r - - As 

25 y o u ' l l see, our pro p o s a l l e t t e r which i s E x h i b i t 2, 
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1 was dated August 27, 1990, proposing the t e s t . By 

2 l e t t e r dated September 10, 1990, Kerr-McGee responded 

3 t o us and t o l d us t h a t the i n t e r e s t which Flag-Redfern 

4 was c r e d i t e d w i t h should now be i n t o t h e name of 

5 Rosalind Redfern and the Es t a t e of John J. Redfern, 

6 who a l r e a d y had been co n t a c t e d r e g a r d i n g the d r i l l i n g 

7 of t h i s w e l l . 

8 On October 4 t h , or by a memo dated October 

9 4 t h , we re c e i v e d n o t i c e from Kerr-McGee t h a t 

10 Kerr-McGee, as successor by merger t o Flag-Redfern O i l 

11 Company, was an owner i n t h i s p r o r a t i o n u n i t and they 

12 looked f o r w a r d t o h e a r i n g from us r e g a r d i n g our plans 

13 i n t h i s m a t t e r . 

14 So we have r e c e i v e d n o t i c e on September 10 

15 from Kerr-McGee t h a t they owned no i n t e r e s t i n t h i s , 

16 and n o t i c e on October 10 t h a t they look forward t o 

17 seeing what we had t o do here. So t h e r e appears t o be 

18 a communication problem i n t h e i r shop r e g a r d i n g t h e i r 

19 i n t e r e s t . 

20 Flag-Redfern was sent a proposal on August 

21 2 7 t h , which, because of the response of September 

22 1 0 t h , I can o n l y b e l i e v e Kerr-McGee r e c e i v e d . 

23 EXAMINER STOGNER: Mr. H a l l , I b e l i e v e , i n 

24 my o p i n i o n , t h a t n o t i c e was adequate. And i t ' s going 

25 t o r i g h t i t s e l f anyway because of the problem we had 
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1 i n the a d v e r t i s e m e n t . This case i s going t o be 

2 co n t i n u e d anyway t o the 3 1 s t , so t h a t w i l l take care 

3 of i t s e l f at t h a t p o i n t . 

4 MR. HALL: I t h i n k t h a t ' s r i g h t . 

5 EXAMINER STOGNER: Okay. So I t h i n k we can 

6 go ahead and proceed. 

7 Q. (BY MR. HALL) Go ahead w i t h E x h i b i t 2. 

8 A. E x h i b i t 2, as I have a l r e a d y p o i n t e d o u t , 

9 i s Mesa's p r o p o s a l l e t t e r dated August 27, 1990, which 

10 was sent t o the recor d t i t l e owners proposing our t e s t 

11 as a 1,760-foot F r u i t l a n d Coal t e s t , showing t h e 

12 l o c a t i o n and the es t i m a t e d c o s t s . With t h a t l e t t e r we 

13 forwarded t o them Mesa's es t i m a t e d cost or AFE co s t 

14 e s t i m a t e f o r the d r i l l i n g of the w e l l , and a proposed 

15 J o i n t O p e rating Agreement t o govern o p e r a t i o n s . 

16 Q. What i s the t o t a l percentage t h a t ' s now 

17 v o l u n t a r i l y committed t o the w e l l ? 

18 A. 45.36867 p e r c e n t . 

19 Q. What i n t e r e s t are you seeking t o pool? 

20 A. 54.63133 p e r c e n t . 

21 Q. I n your o p i n i o n , Mr. Wood, have you made a 

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

23 o b t a i n t h e i r v o l u n t a r y j o i n d e r ? 

24 A. Yes, we have. 

25 Q. Were E x h i b i t s 1 and 2 prepared by you or at 
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1 your d i r e c t i o n ? 

2 A. They were. 

3 MR. HALL: We would move t h e a d m i s s i o n of 

4 E x h i b i t s 1 and 2, and t h a t c o n c l u d e s our d i r e c t of 

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

6 EXAMINER STOGNER: E x h i b i t s 1 and 2 w i l l be 

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

8 EXAMINATION 

9 BY EXAMINER STOGNER: 

10 Q. L e t ' s see i f we're t a l k i n g about t h e r i g h t 

11 w e l l h e r e . I have i t FC S t a t e Com No. 33? 

12 A. Yes, s i r . I t was l a t e r r e v e a l e d t h a t we 

13 had f e d e r a l a c reage i n t h e r e and n o t s t a t e ; t h e name 

14 was changed t o FC Fed Com 43. 

15 Q. And t h a t i s t h e way i t appears on t h e 

16 a d v e r t i s e m e n t ? 

17 A. Yes, s i r . 

18 Q. So a l l your c o r r e s p o n d e n c e and your two 

19 e x h i b i t s s h o u l d be changed t o r e f l e c t W e l l No. 43, i s 

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

21 A. Yes, s i r . 

22 MR. HALL: T h a t ' s c o r r e c t . T h e r e ' s a 

23 m i x t u r e of s t a t e , f e d e r a l and f e e acreage i n t h e u n i t . 

24 EXAMINER STOGNER: The names of t h e w e l l s 

25 r e a l l y have no b e a r i n g on t h e d o c k e t . I u s u a l l y use 
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1 those whenever I have a massive amount of a p p l i c a t i o n s 

2 t h a t come i n at one t i m e , t o keep them s t r a i g h t e n e d 

3 o u t . I u s u a l l y r e f e r t o i t as a w e l l d r i l l e d e i t h e r 

4 at a standard or unorthodox. 

5 Q. (BY EXAMINER STOGNER) I n l o o k i n g at your 

6 E x h i b i t No. 2, on your percentages, t h e r e again they 

7 do not correspond, as you s t a t e d , t o your E x h i b i t No. 

8 1, i s t h a t c o r r e c t ? 

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

10 Q. But your E x h i b i t No. 1 i s c o r r e c t , 

11 a c c o r d i n g t o t i t l e search? 

12 A. Based on record t i t l e , yes, s i r . 

13 Q. And t h a t sounds l i k e t o me i t would a l s o 

14 correspond, t h i s being a s e c t i o n , which i s not 

15 standard t h a t c o n t a i n s 314.84 acres? I t sounds l i k e 

16 i t corresponds, and I would assume i t does? 

17 A. Y e s , s i r . 

18 Q. The August 27th l e t t e r , t h a t was the f i r s t 

19 w r i t t e n correspondence t o the p a r t i e s i n which you're 

20 f o r c e p o o l i n g ? 

21 A. Yes, s i r , i t was. 

22 Q. Did you have any telephone c o n v e r s a t i o n s 

23 w i t h o t h er p a r t i e s besides Kerr-McGee & Son or ORYX? 

24 A. Yes, s i r . We've had a number of 

25 c o n v e r s a t i o n s w i t h Brooks E x p l o r a t i o n . We've made a 
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1 couple of phone c a l l s t o John J. Christman and have 

2 r e c e i v e d no response y e t , and, of course, I've t a l k e d 

3 t o the p a r t i e s who have consented t o j o i n . 

4 Q. And Southland, I'm assuming you've pr o b a b l y 

5 had c o n v e r s a t i o n s w i t h them? 

6 A. M u l t i p l e , yes, s i r . They are i n the same 

7 shape, as we mentioned b e f o r e i n the other t e s t i m o n y , 

8 i n t h a t t h e i r r e s e r v o i r engineer has l e f t and t h e y ' r e 

9 shorthanded now. 

10 EXAMINER STOGNER: I w i l l r e f e r t o t i e 

11 r e c o r d t h a t has been made f o r Case No. 10117. 

12 I have no f u r t h e r q u e s t i o n s of t h i s 

13 w i t n e s s . You may be excused. 

14 Anybody else have any qu e s t i o n s b e f o r e I 

15 excuse him? No? Okay. Mr. H a l l . 

16 STEWART L. SAMPSON 

17 the w i t n e s s h e r e i n , a f t e r having been p r e v i o u s l y d u l y 

18 sworn upon h i s o a t h , was examined and t e s t i f i e d as 

19 f o l l o w s : 

20 EXAMINATION 

21 BY MR. HALL: 

22 Q. For the r e c o r d , s t a t e your name. 

23 A. Stewart Sampson. 

24 Q. Mr. Sampson, you've been p r e v i o u s l y sworn. 

25 Let ' s go d i r e c t l y t o the e x h i b i t s you've prepared f o r 
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1 t h i s case. And l e t me ask you f i r s t , what r i s k 

2 p e n a l t y are you seeking f o r t h i s w e l l ? 

3 A. On t h i s p a r t i c u l a r w e l l we are seeking t h e 

4 200 percent p l u s cost p e n a l t y which, I t h i n k , w i l l be 

5 c l e a r from the e x h i b i t s t o f o l l o w . 

6 E x h i b i t 3, j u s t as i n the p r e v i o u s case, i s 

7 an isopach map f o r the e n t i r e San Juan Basin f o r the 

8 F r u i t l a n d Coal t h i c k n e s s . As you can see, the 

9 l o c a t i o n of our proposed w e l l by the red d o t , i s 

10 l o c a t e d i n an extr e m e l y t h i n area of coal d e p o s i t i o n , 

11 r i g h t t h e r e by the "0" and the "N" i n the word 

12 "Farmington." We have a 1 0 - f o o t c o n t o u r , and you can 

13 see t h a t our w e l l f a l l s j u s t o u t s i d e t h a t contour 

14 i n t e r v a l . We t h i n k t h a t i s an extr e m e l y r i s k y 

15 s i t u a t i o n i n t h a t we have very l i t t l e coal expected t o 

16 be present i n t h i s w e l l . 

17 And as i n f u r t h e r evidence of t h a t f a c t , 

18 E x h i b i t 3-A i s the o n l y w e l l which i s l o c a t e d i n the 

19 q u a r t e r s e c t i o n where we i n t e n d t o d r i l l t h i s w e l l . 

20 This i s a Dakota w e l l , which was d r i l l e d by Redfern 

21 and Herd, the #1 Nye, and of course p e n e t r a t e d the 

22 F r u i t l a n d f o r m a t i o n . This i s a r e s i s t i v i t y l o g . The 

23 c o a l s show up as hi g h r e s i s t i v e s t r e a k s . You can see 

24 t h a t i n t h i s w e l l , which i s j u s t a few hundred f e e t 

25 from our proposed w e l l , we have a few very t h i n seams 
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1 which are designated by the black bars i n t h e depth 

2 t r a c k of the l o g . Right above 1,500 f e e t i s the 

3 t h i c k n e s s seam i n the w e l l at p r o b a b l y s i x f e e t , and 

4 going on up the hole t h e r e ' s about t h r e e more seams at 

5 two f e e t each. So consequently we a n t i c i p a t e a 

6 t h i c k n e s s of l e s s than 15 f e e t i n t h i s w e l l . 

7 The gas i n place number would be very small 

8 due t o the t h i n t o t a l c o a l i n the area. Consequently, 

9 once a g a i n , we would have t o achieve a very high 

10 recovery f a c t o r t o make an economic v e n t u r e i n t h i s 

11 w e l l . 

12 Another c r i t i c a l a spect, of course, i s t h e 

13 pressure and p e r m e a b i l i t y c h a r a c t e r i s t i c s , and t h a t ' s 

14 r e f l e c t e d i n E x h i b i t 4 which shows the bottom-hole 

15 pressures which have been demonstrated i n t h i s area, 

16 and we would a n t i c i p a t e a pressure somewhere i n the 

17 500- t o 600-pound range, which i s way underpressured 

18 and, c o n s e q u e n t l y , we would not expect t h i s t o be a 

19 very h i g h p e r m e a b i l i t y area. 

20 And f i n a l l y , E x h i b i t 5 demonstrates t h e 

21 l o c a t i o n of our w e l l i n the n o r t h e a s t of Sec t i o n 32, 

22 and any F r u i t l a n d Coal c o m p l e t i o n s would have been 

23 shown on t h i s map w i t h s o l i d red d o t s ; however, t h e r e 

24 have been no completions w i t h i n t h i s 25-square-mile 

25 area, so we have b a s i c a l l y no data t o r e l y on out here 
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1 which would decrease our r i s k f a c t o r . Consequently, 

2 the f a c t t h a t we know w e ' l l have t h i n coal and don't 

3 have any other data t o r e l y on, leads us t o b e l i e v e 

4 t h a t t h i s i s worthy of a t o t a l 300 percent p e n a l t y . 

5 We are aware t h a t 300 per c e n t p e n a l t i e s 

6 have been granted i n the b a s i n . P r e v i o u s l y we have 

7 seen Hixon, which I b e l i e v e i s now G i a n t , was granted 

8 a maximum p e n a l t y down i n the B i s t i area, which we 

9 f e e l has c e r t a i n l y no worse g e o l o g i c c h a r a c t e r i s t i c s 

10 than t h i s p a r t i c u l a r area, so we f e e l i t ' s j u s t i f i e d . 

11 Q. I n s p i t e of the f a c t t h a t t h i s w e l l i s 

12 w i t h i n the parameters of the Basin F r u i t l a n d Coal 

13 Po o l , would you o t h e r w i s e c o n s i d e r t h i s a w i l d c a t 

14 w e l l ? 

15 A. Yes, I c e r t a i n l y would. 

16 Q. You're assured of en c o u n t e r i n g the c o a l , as 

17 t h i c k as i t may be or as t h i n as i t may be? 

18 A. Yes. 

19 Q. Does the t h i c k n e s s or t h i n n e s s of the coal 

20 i t s e l f a f f e c t your economics? 

21 A. Yes, i t c e r t a i n l y does. We have a much 

22 sma l l e r t a r g e t when the coa l i s v e r y t h i n l i k e t h i s 

23 and, once a g a i n , we have t o have a l l o t h e r aspects be 

24 i n our f a v o r so t h a t we get a very high recovery 

25 f a c t o r i n order t o make an economic w e l l . 
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1 Q. Do you know how t h i s w e l l w i l l be 

2 co m p l e t e d ? 

3 A. T h i s w i l l be a cased and f r a c t u r e d 

4 c o m p l e t i o n . 

5 Q. Must you n e c e s s a r i l y case and f r a c t u r e t h e 

6 w e l l and pro d u c e t h e w e l l f o r a w h i l e i n o r d e r t o 

7 d e t e r m i n e i t s p r o d u c t i v e c a p a c i t y ? 

8 A. Yes, t h a t ' s c o r r e c t , and t h a t ' s a v e r y 

9 i m p o r t a n t p o i n t h e r e because t y p i c a l l y you w i l l hear 

10 p e o p l e say t h a t t h e r e a r e n o t many d r y h o l e s i n t h e 

11 b a s i n . T h a t ' s s i m p l y because i t ' s r e a l l y v e r y 

12 d i f f i c u l t t o d e t e r m i n e w h e t h e r y o u ' r e g o i n g t o have an 

13 economic w e l l b e f o r e you i n c u r your c o m p l e t i o n c o s t s . 

14 So t h i s w e l l we wo u l d t a k e a l l t h e way 

15 t h r o u g h t o c o m p l e t i o n and our f r a c t u r e s t i m u l a t i o n a t 

16 t h i s d e p t h i s as e x p e n s i v e as t h e a c t u a l d r i l l i n g of 

17 t h e w e l l , so we w i l l have i n c u r r e d even more r i s k t h a n 

18 would have been i n c u r r e d i n a d r y h o l e , you know, per 

19 say . 

20 Q. Were E x h i b i t s 3, 4 and 5 and 3-A p r e p a r e d 

21 by you or a t your d i r e c t i o n ? 

22 A. Yes, t h e y were. 

23 MR. HALL: We wou l d move t h e a d m i s s i o n of 

24 t h o s e e x h i b i t s , and t h a t c o n c l u d e s our d i r e c t of t h i s 

25 w i t n e s s . 
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1 EXAMINER STOGNER: E x h i b i t s 3, 4 and 5 w i l l 

2 be ad m i t t e d i n t o evidence. 

3 EXAMINATION 

4 BY MR. STOGNER: 

5 Q. Mr. Sampson, what are the nearest 

6 c o a l - p r o d u c i n g w e l l s t o t h i s proposed w e l l ? 

7 A. I b e l i e v e t h e r e may be some w e l l s which 

8 would l i e o f f of E x h i b i t 5 w i t h i n another m i l e , so 

9 pro b a b l y you're t a l k i n g about a minimum of t h r e e t o 

10 four m i l e s d i s t a n t from t h i s p a r t i c u l a r proposed w e l l . 

11 Q. To the n o r t h ? 

12 A. Ge n e r a l l y t h e r e would be more of a tendency 

13 f o r them t o be t o the n o r t h and west, yes, because 

14 t h a t ' s moving toward more f a v o r a b l e g e o l o g i c 

15 cond i t i ons . 

16 Q. A l l of these w e l l s t h a t show on E x h i b i t 5, 

17 none of them were t e s t e d i n the c o a l , i s t h a t c o r r e c t ? 

18 A. No. That's a b s o l u t e l y c o r r e c t . There are 

19 other F r u i t l a n d producers i n the area producing from 

20 F r u i t l a n d sands, but no coal c o m p l e t i o n s . 

21 Q. How many F r u i t l a n d sand w e l l s would you 

22 e s t i m a t e are i n t h i s area, and where would they be 

23 l o c a t e d on t h i s map? 

24 A. There are p r o b a b l y s i x or e i g h t w e l l s , and 

25 they would g e n e r a l l y be l o c a t e d t o the n o r t h and west 
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1 of t h i s proposed w e l l . I might p o i n t out t h a t the pay 

2 zones i n the F r u i t l a n d sand are very obvious. They 

3 are ch a n n e l i z e d sequences d e p o s i t e d i n a f l u v i a l 

4 environment, and the w e l l i n t h i s q u a r t e r s e c t i o n , 

5 which we have shown here as E x h i b i t 3-A, does not have 

6 any F r u i t l a n d sands present i n i t . 

7 Q. Where, g e n e r a l l y , i n the F r u i t l a n d 

8 f o r m a t i o n , when we look at the o v e r a l l f o r m a t i o n , does 

9 the c o a l seams or the coal beds l i e w i t h i n t h e 

10 F r u i t l a n d f o r m a t i o n ? Kind of giv e me a d e t a i l e d - -

11 A. Okay. G e n e r a l l y , i f you j u s t look at an 

12 average throug h o u t the b a s i n , t h e r e ' s t y p i c a l l y a 

13 f a i r l y t h i c k c o a l seam r i g h t a t the base of the 

14 F r u i t l a n d which i s not present i n t h i s area at a l l . 

15 Then n o r m a l l y you have another couple of 

16 zones i n the range of 1- t o 200 f e e t uphole from t h a t 

17 p o i n t where you can develop a cu m u l a t i v e t o t a l of 20 

18 f e e t i n a group of seams. So i t i s n o r m a l l y spread 

19 throughout about a 300-foot i n t e r v a l ; t y p i c a l l y 

20 weighted more t o the base of the F r u i t l a n d i s where 

21 you have a hig h e r c u m u l a t i v e t o t a l of c o a l . 

22 EXAMINER STOGNER: I ' l l ask y o u r n e x t 

23 w i t n e s s , Mr. H a l l - - I assume you're going t o b r i n g up 

24 Mr. Hoefer? 

25 MR. HALL: Yes, s i r . 
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1 EXAMINER STOGNER: Maybe he w i l l be a 

2 l i t t l e more d e t a i l e d on cor r e s p o n d i n g water p r o d u c t i o n 

3 i n these F r u i t l a n d f o r m a t i o n s than Mr. Sampson 

4 described? That's more the norm, as opposed t o where 

5 you're a t . 

6 Q. Now, the F r u i t l a n d sand w e l l s i n t h i s area, 

7 do you know what pool t h a t i s ? I s t h a t the 

8 Blo o m f i e l d - F a r m i n g t o n ? There i s a F r u i t l a n d sand pool 

9 out t h e r e , i s t h a t c o r r e c t ? 

10 A. That's what I would guess, j u s t based on 

11 the p r o x i m i t y t o the B l o o m f i e l d area, but I do not 

12 know t h a t t o be the case. I'm not sure what the f i e l d 

13 name i s . 

14 Q. Do you know i f any of the co m p l e t i o n 

15 t e c h n i c i a n u t i l i z e d , when those Farmington sand w e l l s 

16 were put i n , i f any of the p e r f o r a t i o n s or open-hole 

17 i n t e r v a l s extend i n t o t h e coal? 

18 A. E v e r y t h i n g t h a t I've seen out i n t h i s area 

19 was a cased and p e r f o r a t e d c o m p l e t i o n , so the 

20 co m p l e t i o n s should have been w e l l l o c a l i z e d t o the 

21 sand i n t e r v a l and should not have dr a i n e d any coal 

22 a p p r e c i a b l y . 

23 T y p i c a l l y these sands out i n t h i s area are 

24 i n the order of 2 0 - f e e t t h i c k , one chan n e l i z e d sand, 

25 so i t ' s w e l l l o c a l i z e d w i t h i n the F r u i t l a n d . 
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1 EXAMINER STOGNER: I have no other 

2 q u e s t i o n s of Mr. Sampson. You may be excused. 

3 Mr. H a l l . 

4 TROY A. HOEFER 

5 the w i t n e s s h e r e i n , a f t e r having been p r e v i o u s l y d u l y 

6 sworn upon h i s o a t h , was examined and t e s t i f i e d as 

7 f o l l o w s : 

8 EXAMINATION 

9 BY MR. HALL: 

10 Q. For the r e c o r d , please s t a t e your name? 

11 A. Troy A. Hoefer. 

12 Q. Mr. Hoefer, you've p r e v i o u s l y been sworn. 

13 L e t ' s go t o E x h i b i t 2 and the AFE i n t h e r e . I f you 

14 would please review the w e l l c o s t s i n t h a t e x h i b i t ? 

15 A. Okay. E x h i b i t No. 2 i s a d e t a i l e d cost 

16 e s t i m a t e f o r the d r i l l i n g , e q u i p p i n g and comp l e t i n g of 

17 the FC Federal Com No. 43. This w i l l be a 1,760-foot 

18 F r u i t l a n d Coal t e s t , and y o u ' l l note the co m p l e t i o n 

19 costs are f o r a cased and f r a c t u r e d w e l l . 

20 Q. Are those c o s t s i n l i n e w i t h what i s being 

21 charged i n the area? 

22 A. Yes, they a r e . 

23 Q. Have you made an e s t i m a t e of the overhead 

24 and 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 and producing 

25 the w e l l ? 
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1 A. Yes, I have. 

2 Q. And what are those costs? 

3 A. $3,831 per month w h i l e d r i l l i n g ; $382 per 

4 month w h i l e producing the w e l l . 

5 Q. Do you know those c o s t s t o be i n l i n e w i t h 

6 what i s being charged? 

7 A. Yes. 

8 Q. Are you recommending those charges be 

9 i n c o r p o r a t e d i n t o any Order t h a t r e s u l t s from t h i s 

10 hearing? 

11 A. Yes. 

12 Q. And Mesa seeks t o be designated o p e r a t o r of 

13 t h i s w e l l , i s t h a t c o r r e c t ? 

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

15 Q. L e t ' s go t o E x h i b i t 6 now. 

16 A. E x h i b i t 6, as you can see, i s an e x h i b i t of 

17 o f f s e t F r u i t l a n d Coal p r o d u c t i o n w i t h i n an approximate 

18 two-mile r a d i u s of the proposed FC Federal Com No. 

19 43. As you can see, t h e r e has been no F r u i t l a n d Coal 

20 completions i n t h i s area. 

21 Q. So you have no c o n t r o l over whatsoever of 

22 the immediate area? 

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

24 Q. Do you concur i n the request f o r the 200 

25 percent r i s k p e n a l t y i n t h i s case? 
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1 A. Yes , I do. 

2 Q. What i s the b a s i s f o r your concurrence? 

3 A. The bas i s i s the f a c t t h a t we have no 

4 o f f s e t p r o d u c t i o n . Due t o the n a t u r e of c o a l , i t can 

5 be vary v a r i a b l e i n the r a t e s of p r o d u c t i o n , and as I 

6 s t a t e d i n Case No. 10117, we would put a very l a r g e 

7 f r a c t u r e t r e a t m e n t on t h i s t o enhance the n a t u r a l 

8 f r a c t u r i n g and p e r m e a b i l i t y of the r e s e r v o i r . This 

9 l a r g e t r a c t would have h i g h r a t e s , high pump volumes 

10 and h i g h p r e s s u r e s . 

11 Q. Does the f a c t t h a t you're d e a l i n g w i t h a 

12 r e l a t i v e l y t h i n seam of coal pose any p a r t i c u l a r 

13 problems t o your f r a c job? 

14 A. Yes, i t does. I n f a c t , i t makes the f r a c 

15 much more r i s k y . A t h i n c o a l has a much higher 

16 p o s s i b i l i t y of screening out than a t h i c k e r coal seam. 

17 Q. Risk p e n a l t i e s are t y p i c a l l y based on 

18 development d r i l l i n g p r o j e c t s , are they not? Let me 

19 ask i t t h i s way. 

20 I n view of the f a c t t h a t you have very 

21 l i t t l e c o n t r o l or next t o no c o n t r o l f o r t h i s 

22 p a r t i c u l a r w e l l , would you con s i d e r t h i s w e l l a 

23 w i l d c a t , r e s p e c t i v e of the f a c t t h a t i t ' s w i t h i n t h e 

24 F r u i t l a n d Basin Coal Pool? 

25 A. Yes, I would. 
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1 Q. Would you care t o disc u s s f o r the Examiner 

2 the s i g n i f i c a n c e of water p r o d u c t i o n from t y p i c a l 

3 F r u i t l a n d Coal w e l l s , and how t h a t p l a y s i n w i t h t h i s 

4 p a r t i c u l a r w e l l ? 

5 A. Water p r o d u c t i o n i s t y p i c a l l y , i n a coal 

6 r e s e r v o i r , the water i s i n the n a t u r a l f r a c t u r i n g of 

7 the c o a l . T y p i c a l l y , r a t e s of gas are a f f e c t e d by the 

8 water p r o d u c t i o n . As the water i s produced, the r a t e 

9 of gas p r o d u c t i o n w i l l i n c r e a s e i f t h e r e i s a l a r g e 

10 volume of water present i n the area. I f t h e r e ' s no 

11 water, we expect the r a t e s t o be f l a t f o r a p e r i o d of 

12 time or p o s s i b l y even d e c l i n e . 

13 Q. I n t h i s case, since you have a t h i n c o a l 

14 seam, does t h a t a f f e c t your r e c o v e r a b i 1 i t y r a t e ? 

15 A. Yes, i t does . 

16 Q. Does t h a t have any be a r i n g on the r i s k , i n 

17 d e t e r m i n i n g whether or not t h i s i s a commercial w e l l ? 

18 A. Yes, i t does. Recovery f a c t o r s f o r the 

19 c o a l , due t o the f a c t t h a t i t i s a t h i n coal seam, we 

20 would need a much higher recovery f a c t o r t o make t h i s 

21 an economic w e l l . 

22 Q. I understand t h i s w i l l be a c a s e d - i n , 

23 f r a c ' d w e l l , i s t h a t c o r r e c t ? 

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

25 Q. You w i l l n e c e s s a r i l y have t o case and f r a c 
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1 the w e l l and produce i t f o r a w h i l e b e f o r e you can 

2 determine whether or not i t i s going t o be a 

3 comme r c i a l l y s u c c e s s f u l w e l l ? 

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

5 Q. I f such i s the case, your d r y - h o l e c o s t s 

6 are r e a l l y not a c o n s i d e r a t i o n i n t h i s m a t t e r , i s t h a t 

7 not c o r r e c t ? 

8 A. That's c o r r e c t . We do expect t o encounter 

9 some c o a l , and t h e r e f o r e the r i s k i s more as s o c i a t e d 

10 w i t h whether or not we w i l l get a co m m e r c i a l l y 

11 economic c o m p l e t i o n r a t h e r than whether or not we f i n d 

12 c o a l i n the area. 

13 Q. So you're economics must n e c e s s a r i l y take 

14 i n t o g e t h e r f u l l - b l o w n c o m p l e t i o n costs? 

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

16 Q. Did you prepare E x h i b i t 6? 

17 A. Yes, I d i d . 

18 MR. HALL: We would move the admission of 

19 E x h i b i t 6. 

20 Q. Let me ask you one a d d i t i o n a l q u e s t i o n . 

21 Mr. Hoefer, i n your o p i n i o n , i s the g r a n t i n g of t h i s 

22 a p p l i c a t i o n 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 , t h e 

23 p r e v e n t i o n of 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 

24 r i g h t s ? 

25 A. Yes. 
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1 MR. HALL: That concludes our d i r e c t of 

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

3 EXAMINER STOGNER: I have no q u e s t i o n s of 

4 Mr. Hoefer. 

5 There a g a i n , Mr. H a l l , I ' l l take 

6 a d m i n i s t r a t i v e n o t i c e of the case i n which Order No. 

7 R-8768 was produced from. 

8 MR. HALL: We would a l s o tender E x h i b i t 7, 

9 which i s our 12-07 A f f i d a v i t . 

10 EXAMINER STOGNER: E x h i b i t s 6 and 7 w i l l be 

11 a d m i t t e d i n t o evidence. 

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

13 MR. HALL: No, s i r . 

14 EXAMINER STOGNER: Due t o , a g a i n , the 

15 advertisement e r r o r , t h i s case w i l l be continued t o 

16 October 3 1 s t , at which time i t w i l l be taken under 

17 advisement. 

18 (Thereupon, the proceedings concluded.) 
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