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1 EXAMINER STOGNER: C a l l next case, No. 10121, 

2 which i s the a p p l i c a t i o n of Mesa Operating L i m i t e d 

3 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 any o t h e r appearances besides 

5 Mesa? 

6 Let the recor d show t h a t the t h r e e 

7 witnesses have been p r e v i o u s l y sworn and had t h e i r 

8 c r e d e n t i a l s accepted. 

9 Mr. H a l 1 . 

10 EDWARD L. "HANK" WOOD 

11 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 

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

13 f o l l o w s : 

14 EXAMINATION 

15 BY MR. HALL: 

16 Q. F o r t h e r e c o r d , p l e a s e s t a t e y o u r name. 

17 A . Edward L . "Hank" Wood. 

18 Q. M r . Wood, l e t ' s r e v i e w E x h i b i t s 1 and 2 f o r 

19 t h e E x a m i n e r , p l e a s e , s i r . 

20 A . E x h i b i t 1 i s a l a n d p l a t f o r M e s a ' s 

21 p r o p o s e d FC S t a t e Com No. 35 w e l l . I t shows our 

22 p r o p o s e d p r o r a t i o n u n i t t o be t h e n o r t h h a l f o f 

23 S e c t i o n 1 6 , 29 N o r t h , 14 W e s t , San Juan C o u n t y , New 

24 M e x i c o . 

25 I t shows the w e l l l o c a t i o n t o be 1,075 f e e t 
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1 from the n o r t h l i n e , 1,495 f e e t from t h e east l i n e of 

2 sa i d S e c t i o n 16, and i t shows t h e working i n t e r e s t 

3 owners t o the w e l l and the t r a c t s from which t h e i r 

4 i n t e r e s t i s d e r i v e d . 

5 Page 2 t o E x h i b i t 1 shows a breakdown of 

6 the working i n t e r e s t owners t o the proposed t e s t who 

7 have committed t h e i r i n t e r e s t and those which have n o t 

8 responded t o Mesa. 

9 I n t h i s case, Mesa as t h e proposing p a r t y 

10 i s the o n l y p a r t y committed t o t h e w e l l . At t h i s time 

11 Union Texas E x p l o r a t i o n Company w i t h 6.25 percent has 

12 not responded; Enron O i l & Gas Company w i t h 6.25 

13 percent has not responded; EVCO Development Company 

14 w i t h 12.5 percent has not responded; Texon Energy 

15 C o r p o r a t i o n w i t h 12.5 percent has not responded. 

16 Nearburg Producing Company w i t h 50 p e r c e n t 

17 corresponded w i t h us ye s t e r d a y by te l e p h o n e and 

18 i n d i c a t e d t o us t h a t they would be j o i n i n g the w e l l 

19 and sending us a FAX t o s u b s t a n t i a t e t h e i r j o i n d e r , 

20 but we have not r e c e i v e d i t , so we're c o n s i d e r i n g them 

21 t o be a p a r t y s t a n d i n g out of the w e l l a t t h i s t i m e . 

22 At t h i s t i m e we have 12.5 per c e n t committed and 87.5 

23 p e r c e n t noncommitted t o t h e w e l l . 

24 Q. L e t ' s do E x h i b i t 2 , p l e a s e . 

25 A . E x h i b i t 2 i s M e s a ' s p r o p o s a l l e t t e r w h e r e b y 
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1 we p r o p o s e d t h e d r i l l i n g o f a 7 9 0 - f o o t F r u i t l a n d C o a l 

2 t e s t t o be l o c a t e d 1,075 f e e t f r o m t h e n o r t h and 1 ,495 

3 f r o m t h e e a s t l i n e o f s a i d S e c t i o n 1 6 . I t c o n t a i n e d 

4 w i t h i t M e s a ' s AFE and M e s a ' s O p e r a t i n g A g r e e m e n t . 

5 Q. M r . Wood, i n you r o p i n i o n , have you made a 

6 good f a i t h e f f o r t t o s e c u r e t h e v o l u n t a r y j o i n d e r of 

7 a l l t h e p a r t i e s you seek t o p o o l ? 

8 A . Y e s , we h a v e . 

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

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

11 A. Yes, they were. 

12 MR. HALL: We'd move t h e i r admission, and 

13 t h a t completes our d i r e c t of t h i s w i t n e s s . 

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

15 ad m i t t e d i n t o e vidence. 

16 EXAMINATION 

17 BY EXAMINER STOGNER: 

18 Q. Who w i t h Nearburg Producing d i d you t a l k 

19 w i t h ? 

20 A. M a r t i n Nearburg. 

21 EXAMINER STOGNER: These are the same 

22 Nearburgs as i n the s o u t h e a s t , Mr. H a l l ? 

23 MR. HALL: Yes, s i r . 

24 EXAMINER STOGNER: I have no ot h e r 

25 q u e s t i o n s . 
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1 STEWART L. SAMPSON 

2 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 

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

4 f o l l o w s : 

5 EXAMINATION 

6 BY MR . HALL: 

7 Q. For the re c o r d s t a t e your name, p l e a s e . 

8 A. Stewart Sampson. 

9 Q. Mr. Sampson, what i s the r i s k p e n a l t y t h a t 

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

11 A. 200 perc e n t p l u s c o s t . 

12 Q. L e t ' s look at E x h i b i t s 3, 4 and 5 i f you 

13 would, p l e a s e , and e x p l a i n them, s i r ? 

14 A. E x h i b i t 3 i s , once a g a i n , a coa l isopach 

15 f o r the e n t i r e San Juan Basin, w i t h our proposed w e l l , 

16 the Stat e Com 35 shown by the red d o t . 

17 As you can see on t h i s map, t h i s w e l l i s 

18 very near the basin margin at t h e c o a l and, i n f a c t , 

19 i s on l y about s i x m i l e s from t h e o u t c r o p of t h e 

20 F r u i t l a n d f o r m a t i o n . Consequently t h i s i n t r o d u c e s 

21 s i g n i f i c a n t r i s k f a c t o r s because t h e h y d r o l o g i c regime 

22 a f f e c t s the p o s s i b i l i t y t h a t t h i s w e l l could be 

23 f l u s h e d w i t h f r e s h w a t e r , i n t r o d u c i n g a s i g n i f i c a n t 

24 r i s k f a c t o r . 

25 As you can see by the isopach a l s o , t h e 
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1 coal t h i c k n e s s out i n t h i s area i s not e x t r e m e l y 

2 f a v o r a b l e i n t h a t we're i n the range of 20 f e e t i n 

3 t h i c k n e s s of c o a l . 

4 E x h i b i t 4 i s the o t h e r i m p o r t a n t f a c t o r i n 

5 e s t a b l i s h i n g p r o d u c t i o n . I t ' s t h e 

6 bo t t o m - h o l e - p r e s s u r e map f o r the F r u i t l a n d f o r m a t i o n . 

7 This p a r t i c u l a r w e l l l o c a t e d beyond the lowest contour 

8 value e s t a b l i s h e d i n t h e b a s i n . The major reason f o r 

9 t h i s e x t r e m e l y low bottom-hole p r e s s u r e out i n t h i s 

10 area i s because the s h a l l o w depth of t h i s w e l l at 790 

11 f e e t , we would a n t i c i p a t e t o have very low gas 

12 c o n t e n t . The gas c o n t e n t t h r o u g h o u t the basin goes up 

13 when the p r e s s u r e goes up because the r e s e r v o i r i s 

14 able t o s t o r e more gas. So, once a g a i n , another 

15 f a c t o r i n d i c a t i n g extreme r i s k f o r t h i s p a r t i c u l a r 

16 w e l l . 

17 And then f i n a l l y , E x h i b i t 5, a d e t a i l e d map 

18 of the area showing any o f f s e t F r u i t l a n d Coal 

19 completions i n the area. And as you can see w i t h i n 

20 the 25-square-mile area s u r r o u n d i n g S e c t i o n 16 and t h e 

21 proposed w e l l , t h e r e are no c o m p l e t i o n s which have 

22 been r e p o r t e d t o d a t e . 

23 I n l i g h t of a l l these above f a c t o r s , we 

24 f e e l l i k e t h i s w e l l should e a s i l y q u a l i f y f o r t h e 300 

25 percent p e n a l t y . 
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1 Q. Althou g h t h i s w e l l i s l o c a t e d w i t h i n t h e 

2 e s t a b l i s h e d F r u i t l a n d Basin Coal P o o l , would you 

3 o t h e r w i s e c o n s i d e r i t a w i l d c a t w e l l ? 

4 A. Yes, I would. I might a l s o add t h a t t h i s 

5 w e l l i s r e a l l y c l o s e r t o the b a s i n margin than some of 

6 the 300 pe r c e n t p e n a l t i e s which we b e l i e v e have been 

7 awarded t o Hixon. 

8 Q. How e x a c t l y does the low gas i n place 

9 f i g u r e s a f f e c t r i s k f o r t h i s w e l l ? 

10 A. W e l l , at t h i s d e p t h , l i k e I s a i d , t h e 

11 a c t u a l gas c o n t e n t of the c o a l drops w i t h decreasing 

12 d e p t h , and at t h i s very s h a l l o w depth I would t h i n k 

13 t h a t we would be f o r t u n a t e t o have 100 cubic f e e t of 

14 gas per t o n l e f t , which g i v e s us a s m a l l gas i n place 

15 t a r g e t . We w i l l have t o achieve a r e l a t i v e l y high 

16 recovery f a c t o r t o have an economic v e n t u r e . 

17 Q. And t h e r e i s some u n c e r t a i n t y about what 

18 r e c o v e r a b i 1 i t y r a t e you w i l l r e a l i z e ? I s t h a t an 

19 unknown at t h i s p o i n t ? 

20 A. Yes, t h a t ' s always an unknown on any w e l l . 

21 The ranges t h r o u g h o u t the basin are e x t r e m e l y wide on 

22 the recov e r y f a c t o r . 

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

24 A. Yes, they were. 

25 MR. HALL: We w o u l d move t h e i r a d m i s s i o n , 
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1 and t h a t completes our d i r e c t of t h i s w i t n e s s . 

2 EXAMINER STOGNER: E x h i b i t s 3, 4 and 5 w i l l 

3 be a d m i t t e d i n t o e v i d e n c e . 

4 EXAMINATION 

5 BY EXAMINER STOGNER: 

6 Q. Mr. Sampson, i n your E x h i b i t No. 4 t h e r e 

7 shows t o be some w e l l s t h a t are w i t h i n s i x m i l e s and 

8 even c l o s e r t o the f r i n g e s of t h e c o a l pool up t o the 

9 n o r t h , along the Colorado/New Mexico l i n e . How do 

10 those d i f f e r from t h i s ? 

11 A. On E x h i b i t 4? 

12 Q. Yes. 

13 A . O k a y . The c o n t r o l p o i n t s f o r t h e p r e s s u r e 

14 map i s wha t y o u ' r e l o o k i n g a t ? 

15 Q. Yes . 

16 A. Okay, p a r t i c u l a r l y the w e l l s up by the 

17 Colorado l i n e t h e r e which are c l o s e t o the o u t c r o p are 

18 much deeper. The o u t c r o p - - t h e angle at which t h e 

19 F r u i t l a n d comes up i n t h a t area i s much s t e e p e r , i n 

20 other words t h e d i p r a t e , so con s e q u e n t l y the w e l l s 

21 out i n t h a t area are pr o b a b l y on t h e order of 2,000 

22 f e e t i n depth as compared t o our 790 f e e t here. 

23 Consequently, the y have much hig h e r p r e s s u r e and 

24 higher gas c o n t e n t w i t h i n the c o a l . 

25 The e n t i r e f l a n k of the bas i n up t h e r e 
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1 where the Colorado/New Mexico l i n e crosses t h e o u t c r o p 

2 i s a much steeper d i p r a t e than i t i s once you pass 

3 down t o Farmington and f u r t h e r t o t h e s o u t h . I t 

4 becomes a very s h a l l o w d i p r a t e . 

5 Q. Did you review logs on whether or not 

6 t h e r e ' s t oo many w e l l s ? 

7 A. Yes, I d i d . Any w e l l you see on t h i s map 

8 w i t h a symbol around i t , e i t h e r a square, c i r c l e or 

9 t r i a n g l e , I have looked at those l o g s , yes. 

10 Q. And c o u l d you v e r i f y the t h i c k n e s s of 10 

11 f e e t or l e s s i n t h i s w e l l ? 

12 A. No. There w i l l be more on t h e order of 20 

13 f e e t of c o a l . Of course i n t h i s a r e a , w i t h t h e very 

14 low gas c o n t e n t , 20 f e e t of c o a l w i l l n ot have as much 

15 gas i n place as f i v e f e e t m i g h t , you know, another 20 

16 mi l e s i n t o t h e b a s i n . 

17 As you can see on E x h i b i t 3, t h i s w e l l was 

18 very near a 2 0 - f o o t contour v a l u e . 

19 Q. Again l e t ' s r e f e r t o E x h i b i t 4. You can 

20 o v e r l a p E x h i b i t 3 and 4. There seems t o be some w e l l s 

21 r i g h t under the word "Farmington," even down f u r t h e r , 

22 between the 200- and 400-pounds pr e s s u r e d i f f e r e n t i a l ? 

23 A. Right . 

24 Q. T h e r e seem t o be some w e l l s w i t h i n a 

25 2 0 - f o o t t h i c k n e s s c o n t o u r and even h i g h e r p r e s s u r e . 
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1 How do these w e l l s compare t o t h o s e , or have you had a 

2 chance t o do any c o r r e s p o n d i n g type of work, l o o k i n g 

3 at the d i f f e r e n t p r o d u c t i o n parameters and r i s k and 

4 g e o l o g i c a l f e a t u r e s between these v a r i o u s areas? 

5 A. I f you move down t o the group of w e l l s 

6 t h a t ' s l o c a t e d between the 200- and 400-pound 

7 c o n t o u r , the very southernmost w e l l s i n the b a s i n . 

8 Q. On the map, r i g h t ? 

9 A. R i g h t , on E x h i b i t 4. Those w e l l s , I 

10 b e l i e v e , are i n the B i s t i area, and we have 

11 i n f o r m a t i o n t h a t i n d i c a t e s t h a t the 300 pe r c e n t 

12 p e n a l t y has been awarded i n t h a t area, and we would 

13 c e r t a i n l y f e e l l i k e our g e o l o g i c c o n d i t i o n s i n t h i s 

14 p a r t i c u l a r w e l l are i n f e r i o r t o those p a r t i c u l a r w e l l s 

15 i n t h a t you can see our pressure i s going t o be 

16 s i g n i f i c a n t l y lower i n t h i s area and the coal 

17 thickness will not, you know, be substantially 1 

18 h i g h e r . Some of those w e l l s have been r e p o r t e d t o 

19 have e s t a b l i s h e d i n i t i a l r a t e s , at l e a s t , of 200 Mcf a 

20 day. I f we co u l d e s t a b l i s h those type of r a t e s , we 

21 would be pl e a s e d . 

22 EXAMINER STOGNER: I have no ot h e r 

23 q u e s t i o n s of Mr. Sampson. 

24 Mr. H a l l . 

25 
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1 TROY A. HOEFER 

2 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 

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

4 f o l l o w s : 

5 EXAMINATION 

6 BY MR . HALL: 

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

8 L e t ' s look at the AFE i n E x h i b i t 2. Would you please 

9 review those c o s t s f o r the Examiner? 

10 A. The AFE f o r t h i s w e l l , E x h i b i t 2, i s a 

11 d e t a i l e d c o s t e s t i m a t e f o r the d r i l l i n g , e q u i pping and 

12 c o m p l e t i n g of the FC Stat e Com No. 35. This w i l l be a 

13 790-foot F r u i t l a n d Coal t e s t . Completed c o s t would be 

14 $179,000. 

15 Q. Are those d r i l l i n g c o s t s i n l i n e w i t h 

16 what's being charged i n the area? 

17 A. Yes, they a r e . 

18 Q. What are the estimated overhead and 

19 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 t h e 

20 w e l l ? 

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

2 2 pr oduc i n g . 

23 Q. Are those c o s t s a l s o i n l i n e w i t h what's 

24 being charged? 

25 A. Yes, they a r e . 
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1 Q. Are you recommending t h a t t h o s e c h a r g e s be 

2 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 f r o m t h e 

3 h e a r i n g ? 

4 A. Yes, I am. 

5 Q. Mesa seeks t o be d e s i g n a t e d as t h e 

6 o p e r a t o r , does i t n o t ? 

7 A . T h a t ' s c o r r e c t . 

8 Q • L e t ' s l o o k a t E x h i b i t 6. I f you would 

9 e x p l a i n t h a t t o t h e E x a m i n e r , p l e a s e ? 

10 A. E x h i b i t 6 shows a l l o f f s e t F r u i t l a n d Coal 

11 w e l l s w h i c h have been d r i l l e d w i t h i n an a p p r o x i m a t e 

12 t w o - m i l e r a d i u s of t h e p r o p o s e d FC S t a t e Com No. 35. 

13 As you can see, t h e r e have been no o f f s e t F r u i t l a n d 

14 Coal p r o d u c i n g w e l l s i n t h i s a r e a . 

15 Q. You co n c u r i n t h e r e q u e s t f o r a 200 p e r c e n t 

16 r i s k p e n a l t y f a c t o r i n t h i s case? 

17 A . I do, and I b e l i e v e t h a t t h e r i s k i s 

18 j u s t i f i e d i n t h i s w e l l due t o t h e i n h e r e n t r i s k s of 

19 c a s i n g and f r a c t u r i n g , and t h e f a c t t h a t we have no 

20 p r o d u c t i o n o f f s e t t i n g t h i s w e l l . 

21 Q. What p a r t i c u l a r r i s k s a r e a s s o c i a t e d w i t h 

22 pe r f o r m i n g a f r a c j o b i n t h i s p a r t i c u l a r case? 

23 A. The r i s k s a r e t h e same as I s t a t e d i n Case 

24 10117. We w i l l have a v e r y l a r g e f r a c t u r e t r e a t m e n t , 

25 w h i c h w o u l d have h i g h r a t e s , h i g h pump volumes and 
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1 high p r e s s u r e s . I n a d d i t i o n we would have a 

2 p o s s i b i l i t y of scr e e n i n g out n a t u r e c o a l s as a 

3 screen-out can occur r a t h e r q u i c k l y and t h e r e i s t h a t 

4 p o s s i b i l i t y i n t h i s case. 

5 Q. As I understand i t , t h i s w i l l be a cased 

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

7 A. That's c o r r e c t . We w i l l case and 

8 f r a c t u r e - t r e a t t h i s w e l l i n order t o enhance the 

9 n a t u r a l f r a c t u r i n g and p e r m e a b i l i t y of t h e c o a l . 

10 Q. And the f a c t t h a t you're r e q u i r e d t o i n c u r 

11 those c o m p l e t i o n c o s t s , does t h a t exacerbate t h e 

12 economic r i s k a s s o c i a t e d w i t h t h i s w e l l ? 

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

14 Q. Do you expect you w i l l have t o r e a l i z e a 

15 g r e a t e r than average r e c o v e r a b i 1 i t y r a t e t o c o n s i d e r 

16 t h i s a co m m e r c i a l l y s u c c e s s f u l w e l l ? 

17 A. Yes. As Mr. Sampson had p r e v i o u s l y 

18 t e s t i f i e d , t h i s w e l l w i l l not have a high r a t e of--gas 

19 r a t e per t o n , and we would need a h i g h e r recovery t o 

20 j u s t i f y an economic success. 

21 Q. Do you have a n y t h i n g f u r t h e r you wish t o 

22 add w i t h respect t o the r i s k p e n a l t y ? 

23 A. No. 

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

25 A. Yes. 
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1 MR. HALL: We wo u l d move i t s a d m i s s i o n 

2 a l o n g w i t h E x h i b i t 7, w h i c h i s our 12-07 A f f i d a v i t , 

3 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 w i t n e s s . 

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

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

6 There a g a i n , Mr. H a l l , I ' l l t a k e 

7 a d m i n i s t r a t i v e n o t i c e of t h e case i n w h i c h Order No. 

8 R-8768 was p r o d u c e d . 

9 T h i s case w i l l be c o n t i n u e d t o t h e 

10 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 O c t o b e r 3 1 s t , a t 

11 w h i c h t i m e i t w i l l be t a k e n under a d v i s e m e n t . 

12 ( T h e r e u p o n , t h e p r o c e e d i n g s c o n c l u d e d . ) 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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