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

2 10119. 

3 C a l l f o r appearances. 

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

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

6 of Santa Fe, w i t h t h r e e w i t n e s s e s who have been 

7 p r e v i o u s l y sworn t h i s morning. 

8 EXAMINER STOGNER: Let the re c o r d so show 

9 t h a t the t h r e e p r e v i o u s w i t n e s s e s i n the two cases 

10 p r e c e d i n g t h i s , b e f o r e t h i s , have been d u l y sworn and 

11 have been accepted as expert w i t n e s s e s . 

12 Mr. H a l l . 

13 EDWARD L. "HANK" WOOD 

14 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 

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

16 f o l l o w s : 

17 EXAMINATION 

18 BY MR. HALL: 

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

20 A. Edward L. "Hank" Wood. 

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

22 Let's go t o E x h i b i t 1 , i f you would e x p l a i n t h a t 

23 p l e a s e , s i r ? 

24 A. E x h i b i t 1 i s a land p l a t f o r our proposed 

25 FC S t a t e Com No. 23 w e l l . I t shows our proposed 
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1 p r o r a t i o n u n i t as the south h a l f of S e c t i o n 36, 29 

2 N o r t h , 11 West, of San Juan County. 

3 I t shows the w e l l l o c a t i o n t o be 800 f e e t 

4 from the south l i n e , 1,250 f e e t from the west l i n e of 

5 s a i d S e c t i o n 36, and i t shows the d e s c r i p t i o n of the 

6 working i n t e r e s t owners w i t h a —where t h e i r working 

7 i n t e r e s t i s d e r i v e d from. 

8 Page 2 t o E x h i b i t 1 shows the breakdown of 

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

10 the u n i t . Mesa Op e r a t i n g L i m i t e d P a r t n e r s h i p w i t h 

11 62.5799 p e r c e n t , and Texaco, I n c . , w i t h 24.9962 have 

12 responded. 

13 Sun Oper a t i n g L i m i t e d P a r t n e r s h i p , which i s 

14 now ORYX, 9.3169 p e r c e n t ; Texas P a c i f i c O i l Company, 

15 I n c . , which i s als o ORYX, w i t h 3.1056 pe r c e n t have not 

16 responded. They have i n d i c a t e d t h e i r d e s i r e t o s e l l 

17 but w i l l not respond t o us i n w r i t i n g as t o whether 

18 they w i l l j o i n or stand out of the w e l l . 

19 Q. A l l r i g h t . L e t ' s look at E x h i b i t 2, 

20 please? 

21 A. E x h i b i t 2 i s a l e t t e r dated August 6, 1990, 

22 which was sent t o the working i n t e r e s t p a r t n e r s based 

23 on t i t l e e x a m i n a t i o n p r o p o s i n g the FC S t a t e Com No. 23 

24 as a 1,990-foot F r u i t l a n d Coal t e s t , showing the 

25 l o c a t i o n . And a t t a c h e d w i t h i t were Mesa's es t i m a t e d 

CUMBRE COURT REPORTING 
(505) 984-2244 



5 

1 cost e s t i m a t e f o r d r i l l i n g and c o m p l e t i n g t h i s t e s t , 

2 and Mesa's proposed J o i n t O p e r a t i n g Agreement t o 

3 govern o p e r a t i o n s f o r the t e s t . 

4 Q. What percentage i s v o l u n t a r i l y committed t o 

5 the w e l l now? 

6 A. 87.5725 p e r c e n t . 

7 Q. And what percentage are you seeking t o 

8 pool? 

9 A. 12 .4225 p e r c e n t . 

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

11 g o o d - f a i t h e f f o r t t o secure v o l u n t a r y j o i n d e r of the 

12 p a r t i e s you're seeking t o pool? 

13 A. Yes, we have . 

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

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

16 A. Yes, they were. 

17 MR. HALL: We move the admission of 

18 E x h i b i t s 1 and 2, and t h a t concludes our d i r e c t of 

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

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

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

22 EXAMINATION 

23 BY EXAMINER STOGNER: 

24 Q. Do you know how many acres are i n t h i s 

25 p r o r a t i o n u n i t , Mr. Wood? 
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1 A. Again, I don't have the t i t l e o p i n i o n . 

2 EXAMINER STOGNER: Again, i f y o u ' l l j u s t 

3 v e r i f y my f i g u r e s ? I found t h a t one t o be somewhat 

4 s t r a n g e . I f y o u ' l l v e r i f y i t subsequent t o t h i s 

5 h e a r i n g , Mr. Wood and Mr. H a l l . 

6 MR. HALL: Okay. We show 314.43 ac r e s . 

7 EXAMINER STOGNER: Where are you g e t t i n g 

8 t h a t at? 

9 MR. HALL: The t i t l e r e v i e w . 

10 EXAMINER STOGNER: I s t h a t p a r t of the 

11 e x h i b i t ? 

12 MR. HALL: No, s i r . 

13 EXAMINER STOGNER: Okay. So, you can 

14 v e r i f y t h a t , and t h a t ' s what I show on the document? 

15 MR. HALL: That i s c o r r e c t . That 

16 corresponds w i t h the ad. 

17 EXAMINER STOGNER: Okay. 

18 Q. (BY EXAMINER STOGNER) I n your E x h i b i t 1 , 

19 your percentages c o r r e s p o n d i n g t o E x h i b i t 2, E x h i b i t 2 

20 looks l i k e you rounded them o f f t o two decimal p o i n t s ? 

21 A. E x h i b i t A t o the O p e r a t i n g Agreement you're 

22 speaking of? 

23 Q. Yes. 

24 A. Yes, s i r , t h a t corresponds w i t h page 2 of 

25 E x h i b i t 1 . 
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1 EXAMINER STOGNER: Are t h e r e any oth e r 

2 q u e s t i o n s of Mr. Wood? I f n o t , he may be excused. 

3 Mr. H a l l . 

4 STEWART L. SAMPSON 

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. Stewart Sampson. 

12 Q. Mr. Sampson, what r i s k p e n a l t y are we 

13 seeking f o r t h i s p a r t i c u l a r w e l l ? 

14 A. This would be the standard 156 pl u s c o s t . 

15 Q. L e t ' s review the e x h i b i t s you've prepared 

16 f o r t h i s case. 

17 A. E x h i b i t 3 i s a F r u i t l a n d Coal isopach 

18 t h r o u g h o u t the San Juan Basin showing the l o c a t i o n of 

19 our proposed w e l l , the FC St a t e Com No. 23. We would 

20 a n t i c i p a t e something s l i g h t l y over 20 f e e t of coal t o 

21 be present i n t h i s p a r t i c u l a r w e l l . 

22 E x h i b i t 4 i s a bo t t o m - h o l e - p r e s s u r e map, 

23 and we would a n t i c i p a t e a pressure i n excess of 600 

24 pounds, both the p r e v i o u s f a c t o r s g i v i n g us a f a i r 

25 shot at e s t a b l i s h i n g economic p r o d u c t i o n i n t h i s 
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1 area . 

2 E x h i b i t 5 i s a d e t a i l e d map showing a l l 

3 o f f s e t p r o d u c t i o n i n t h i s area. I n l i g h t of the f a c t 

4 t h a t we have a t l e a s t one w e l l w i t h i n a 25-square-mile 

5 area and have s l i g h t l y f a v o r a b l e - - s l i g h t l y more 

6 f a v o r a b l e g e o l o g i c c o n d i t i o n s than t h e l a s t case, we 

7 are r e q u e s t i n g the standard p e n a l t y i n t h i s case. 

8 Q. Even though t h e r e ' s some c e r t a i n t y t h a t you 

9 w i l l encounter the c o a l , i s t h e r e s t i l l a r i s k t h a t 

10 the w e l l w i l l not be a c o m m e r c i a l l y s u c c e s s f u l w e l l ? 

11 A. Yes, I would t h i n k t h e r e ' s a p r e t t y good 

12 chance of t h a t . 

13 Q. Were E x h i b i t s 3, 4 and 5 prepared by you or 

14 at your d i r e c t i o n ? 

15 A. Yes, they were. 

16 MR. HALL: We would move t h e i r admission. 

17 That concludes our d i r e c t e x a m i n a t i o n of t h i s 

18 w i t n e s s . 

19 EXAMINER STOGNER: No q u e s t i o n s . E x h i b i t s 

20 3, 4 and 5 are a d m i t t e d i n t o e v i d e n c e . 

21 Mr. H a l l . 

2 2 TROY A. HOEFER 

23 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 

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

25 f o l l o w s : 
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1 EXAMINATION 

2 BY MR. HALL: 

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

4 A. T r o y A . H o e f e r . 

5 Q. Mr. Hoefer, l e t ' s go back t o E x h i b i t 2 and 

6 the AFE. I f you would review those c o s t s f o r the 

7 Examiner, please? 

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

9 f o r the d r i l l i n g , c o m p l e t i n g and e q u i p p i n g of the FC 

10 State Com No. 23. This w i l l be a 1,990-foot F r u i t l a n d 

11 Coal t e s t , and i t w i l l be a cased and f r a c t u r e - t r e a t e d 

12 w e l l . 

13 Q. What are the overhead and a d m i n i s t r a t i v e 

14 charges t h a t you propose f o r t h i s w e l l w h i l e d r i l l i n g 

15 and producing? 

16 A. $3 ,831 . 

17 Q. And are those c o s t s and the d r i l l i n g c o s t s 

18 i n l i n e w i t h what's being charged i n the area? 

19 A. Yes, i t i s . 

20 Q. Are you recommending t h a t the f i g u r e s f o r 

21 overhead and a d m i n i s t r a t i v e c o s t s be made a p a r t of 

22 the Order t h a t r e s u l t s from t h i s h e a r i ng? 

23 A. Yes, I do. And the p r o d u c t i o n cost would 

24 be $382 per month. 

25 Q. A l l r i g h t . L e t ' s look at E x h i b i t 6. Do 
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1 you concur i n the request f o r the 156 percent r i s k 

2 p e n a l t y ? 

3 A. Yes, I do. E x h i b i t 6, a g a i n , shows a l l 

4 o f f s e t F r u i t l a n d Coal w e l l s which have been d r i l l e d 

5 w i t h i n an approximate two-mile r a d i u s of the proposed 

6 FC St a t e Com No. 23. As you can see, t h e r e ' s o n l y 

7 been one w e l l d r i l l e d i n t h i s area. I t was d r i l l e d by 

8 Mer i d i a n . 

9 I f we c o u l d look at the s u r f a c e s h u t - i n 

10 p r e s s u r e , we see a pressure of 416 pounds which i s a 

11 low p r e s s u r e , v e r y low p r e s s u r e , thus j u s t i f y i n g t he 

12 reason why we are cas i n g and f r a c t u r e - t r e a t i n g t h i s 

13 w e l l . 

14 I f you look at the c u r r e n t p r o d u c t i o n f o r 

15 the w e l l as r e p o r t e d by Dwight's t h r o u g h June of 1990, 

16 t h i s w e l l i s p r o d u c i n g o n l y 48 Mcf per day and zero 

17 b a r r e l s of water . Due t o the low p r o d u c t i o n r a t e s and 

18 the i n h e r e n t r i s k s i n f r a c t u r e - t r e a t i n g t h i s w e l l , we 

19 f e e l t h a t the 256 per c e n t p e n a l t y i s j u s t i f i e d . 

20 Q. Was E x h i b i t 6 prepared by you? 

21 A. Yes. 

22 MR. HALL: We would move i t s admission. 

23 Q. Let me ask you one more q u e s t i o n . I n your 

24 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 the 

25 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 waste and 
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1 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 ? 

2 A. Yes. 

3 MR. HALL: We have n o t h i n g f u r t h e r of t h i s 

4 w i t n e s s . We w o u l d a l s o t e n d e r E x h i b i t 7, w h i c h i s our 

5 12-07 N o t i c e A f f i d a v i t . 

6 EXAMINER STOGNER: E x h i b i t s 6 and 7 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 I have no q u e s t i o n s . 

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

10 MR. HALL: No, s i r . 

11 EXAMINER STOGNER: Case No. 10119 w i l l be 

12 c o n t i n u e d t o t h e Ex a m i n e r ' s H e a r i n g s c h e d u l e d f o r 

13 1 0 / 3 1 , a t w h i c h t i m e i t w i l l be t a k e n under 

14 a d v i sement. 

15 
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