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1 EXAMINER STOGNER: C a l l n e x t c a s e , No. 

2 10123, w h i c h i s t h e a p p l i c a t i o n of Mesa O p e r a t i n g 

3 L i m i t e d P a r t n e r s h i p f o r c o m p u l s o r y p o o l i n g , San Juan 

4 County. 

5 Other t h a n Mesa O p e r a t i n g , c a l l f o r 

6 a d d i t i o n a l a ppearances? There b e i n g none, Mr. H a l l 

7 t h e r e c o r d w i l l so show t h a t t h e t h r e e w i t n e s s e s have 

8 been p r e v i o u s l y sworn and had t h e i r c r e d e n t i a l s 

9 a c c e p t e d , and you may c o n t i n u e . 

10 EDWARD L. "HANK" WOOD 

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

17 A. Edward L. "Hank" Wood. 

18 Q. Mr. Wood, l e t ' s l o o k a t E x h i b i t s 1 and 2, 

19 and e x p l a i n t h o s e t o t h e Examiner 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 showing Mesa's 

21 p r o p o s e d FC S t a t e Com No. 31 w e l l and Mesa's proposed 

22 p r o r a t i o n u n i t shown as t h e e a s t h a l f of S e c t i o n 36, 

23 30 N o r t h , 11 West, San Juan C o u n t y , New M e x i c o . 

24 T h i s p l a t shows Mesa's p r o p o s e d w e l l 

25 l o c a t i o n a t 1,660 f e e t f r o m t h e n o r t h l i n e , 1,805 f e e t 
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1 from the east l i n e of sai d S e c t i o n 36. I t a l s o shows 

2 the v a r i o u s working i n t e r e s t p a r t i e s i n t h i s proposed 

3 p r o r a t i o n u n i t and the t r a c t s from which t h e i r working 

4 i n t e r e s t i s determined. 

5 Page 2 shows the working i n t e r e s t ownership 

6 committed and not committed t o the u n i t . C u r r e n t l y 

7 Mesa Operating L i m i t e d P a r t n e r s h i p w i t h 25 p e r c e n t ; 

8 U n i t Petroleum Company which we have been advised t h a t 

9 t h i s i n t e r e s t i s now owned by Dugan P r o d u c t i o n w i t h 

10 12.5 p e r c e n t ; Amoco P r o d u c t i o n Company w i t h 12.5 

11 p e r c e n t ; Texaco, I n c . , w i t h 12.5 percent and Northwest 

12 P i p e l i n e C o r p o r a t i o n w i t h 25 percent are committed t o 

13 the u n i t . 

14 Southland R o y a l t y Company w i t h 12.5 p e r c e n t 

15 has not committed t h e i r i n t e r e s t t o t h i s u n i t a t t h i s 

16 t i m e . The t o t a l of t h i s i s 87.5 percent committed and 

17 12.5 percent c u r r e n t l y not committed. 

18 Q. Le t ' s look at E x h i b i t 2. 

19 A. E x h i b i t 2 i s Mesa's l e t t e r of August 3, 

20 1990, proposing t h i s t e s t t o t h e working i n t e r e s t 

21 p a r t i e s showing i t as a 2,460 f o o t F r u i t l a n d Coal 

22 t e s t . Attached w i t h t h i s l e t t e r were Mesa's AFE c o s t 

23 e s t i m a t e f o r the d r i l l i n g and c o m p l e t i o n of t h i s w e l l 

24 and a proposed J o i n t Operating Agreement t o govern 

25 o p e r a t i o n s of the w e l l . 
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1 Q. Would you p l e a s e summarize your e f f o r t s t o 

2 o b t a i n v o l u n t a r y j o i n d e r of S o u t h l a n d i n t h i s case? 

3 A. We v i s i t e d w i t h S o u t h l a n d a number of t i m e s 

4 t o o b t a i n t h e i r j o i n d e r , and t h e y a r e n o t i n a 

5 p o s i t i o n a t t h i s t i m e t o commit t h e i r i n t e r e s t one way 

6 or anothe r . 

7 Q. I n your o p i n i o n have you made a good f a i t h 

8 e f f o r t t o s e c u r e S o u t h l a n d ' s v o l u n t a r y j o i n d e r ? 

9 A. Y e s , s i r , I have. 

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

11 A. Yes, s i r , t h e y w e r e . 

12 MR. HALL: We wo u l d move t h e i r a d m i s s i o n , 

13 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 . 

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

15 1 and 2 w i l l be a c c e p t e d . 

16 Mr . H a l 1 . 

17 STEWART L. SAMPSON 

18 t h e 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 p r e v i o u s l y d u l y 

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

20 f o l l o w s : 

21 EXAMINATION 

22 BY MR. HALL: 

23 Q. For t h e r e c o r d , s t a t e your name. 

24 A. S t e w a r t Sampson. 

25 Q. Mr. Sampson, what r i s k p e n a l t y a r e you 
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1 recommending i n t h i s case? 

2 A. Standard 156 p l u s c o s t . 

3 Q. Let' s look at E x h i b i t s 3 r 4 and 5, p l e a s e , 

4 s i r . 

5 A. Okay. E x h i b i t 3 i s a co a l isopach f o r a 

6 F r u i t l a n d f o r m a t i o n t h r o u g h o u t the San Juan Basin w i t h 

7 the proposed w e l l designated by the red d o t . We 

8 a n t i c i p a t e e n c o u n t e r i n g i n excess of 20 f e e t of coa l 

9 i n the e n t i r e F r u i t l a n d s e c t i o n i n t h i s p a r t i c u l a r 

10 l o c a t i o n . 

11 E x h i b i t 4 i s a bot t o m - h o l e - p r e s s u r e map 

12 through o u t the basin and, as you can see by th e red 

13 d o t , we would a n t i c i p a t e something on the order of 700 

14 pounds bottom-hole p r e s s u r e . Both of these l a s t 

15 f a c t o r s being s u f f i c i e n t t o con s i d e r t h i s t o be a 

16 development w e l l and worthy of the standard 256 

17 percent p e n a l t y . 

18 The l a s t e x h i b i t I have, E x h i b i t 5, i s a 

19 d e t a i l e d map of the area showing the l o c a t i o n of our 

20 w e l l as an open red c i r c l e , and a l l F r u i t l a n d c o a l 

21 completions w i t h i n a 25-square-mile area s u r r o u n d i n g 

22 t h a t w e l l . There has not been a g r e a t deal of 

23 d r i l l i n g i n the area, but we do have some c o n t r o l . 

24 The w e l l r a t e s e s t a b l i s h e d have not been e x t r e m e l y 

25 a t t r a c t i v e t o d a t e , but we are r e q u e s t i n g the standard 
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1 p e n a l t y and Mr. H o e f e r w i l l go i n t o some of t h i s 

2 p r o d u c t i o n i n f o r m a t i o n . 

3 Q. Even t h o u g h y o u ' r e l i k e l y t o e n c o u n t e r t h e 

4 c o a l seam f o r t h i s w e l l , do you s t i l l b e l i e v e t h e r e ' s 

5 a r i s k t h a t t h e w e l l w i l l be uneconomic? 

6 A. Yes, I do. 

7 Q. Were E x h i b i t s 3, 4 and 5 p r e p a r e d by you? 

8 A. Yes, t h e y were. 

9 MR. HALL: We wo u l d move t h e i r a d m i s s i o n , 

10 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 . 

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

12 3, 4 and 5 w i l l be a d m i t t e d i n t o e v i d e n c e . 

13 Mr. H a l 1 . 

14 TROY A. HOEFER 

15 t h e 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 p r e v i o u s l y d u l y 

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

17 f o l l o w s : 

18 EXAMINATION 

19 BY MR. HALL: 

20 Q. For t h e r e c o r d , s t a t e y o u r name. 

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

22 Q. Mr. H o e f e r , l e t ' s l o o k a t E x h i b i t 2 and t h e 

23 AFE i n t h a t e x h i b i t . I f you w o u l d , p l e a s e , r e v i e w t h e 

24 w e l l c o s t s ? 

25 A. Okay. E x h i b i t 2 i s a d e t a i l e d c o s t 
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1 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 

2 the FC St a t e Com No. 31 w e l l . This w i l l be a 

3 2,460-foot F r u i t l a n d Coal t e s t . The completed c o s t s 

4 on t h i s w e l l would be $343,900. 

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

6 charged i n the area? 

7 A. Yes, they a r e . 

8 Q. What are the estimated overhead and 

9 a d m i n i s t r a t i v e c o s t s f o r d r i l l i n g and producing t h e 

10 w e l l ? 

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

12 month w h i l e p r o d u c i n g . 

13 Q. Are those charges a l s o i n l i n e ? 

14 A. Yes, they a r e . 

15 Q. Are you recommending t h a t those r a t e s be 

16 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 e 

17 hearing? 

18 A. Y e s , I am. 

19 Q. Let' s look at E x h i b i t 6, i f you would, 

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

21 A. Okay. 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 

22 Coal w e l l s which have been d r i l l e d w i t h i n an 

23 approximate two-mile r a d i u s of the FC S t a t e Com No. 

24 31. You w i l l note t h a t t h e r e have been s i x w e l l s 

25 d r i l l e d t o date i n t h i s area, a l l of them operated by 

CUMBRE COURT REPORTING 
(505) 984-2244 



9 

1 M e r i d i a n . 

2 I f you would look at the s u r f a c e s h u t - i n 

3 p r e s s u r e , y o u ' l l note t h i s i s a low pressured area. 

4 Ther e f o r e we w i l l need t o case and f r a c t u r e - s t i m u l a t e 

5 the c o a l i n t h i s area. Because of t h i s t h e r e are 

6 i n h e r e n t r i s k s ; because we use such a l a r g e f r a c t u r e 

7 t r e a t m e n t , we use h i g h r a t e s , h i g h volumes and hi g h 

8 pump pressures t o enhance the n a t u r a l f r a c t u r i n g and 

9 pe r m e a b i l i t y . 

10 I f you look at the next column, y o u ' l l see 

11 the c u r r e n t producing r a t e s f o r the s i x w e l l s . This 

12 data i s from Dwight's Energy Data and i s a c u r r e n t 

13 three-month average producing r a t e from these w e l l s . 

14 As you can see, the p r o d u c t i o n has been 

15 anywhere from 1 Mcf per day t o 41 Mcf per day, which 

16 i s not very a t t r a c t i v e f o r a $343,000 w e l l . 

17 T h e r e f o r e , due t o the low p r o d u c t i o n r a t e s i n the area 

18 and the i n h e r e n t r i s k s i n f r a c t u r e - s t i m u l a t i n g t h i s 

19 w e l l , we f e e l t h a t the standard 256 p e n a l t y i s 

20 j u s t i f i e d i n t h i s case. 

21 Q. Does the i n f o r m a t i o n c o n t a i n e d i n E x h i b i t 6 

22 i n d i c a t e t o you t h a t t h e r e i s a chance the w e l l w i l l 

23 not be a com m e r c i a l l y s u c c e s s f u l w e l l ? 

24 A. Yes. As I s t a t e d b e f o r e , the low r a t e s , i f 

25 we were t o encounter these low r a t e s , t h i s w e l l would 
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1 not be economic. 

2 Q. In your o p i n i o n , i s the g r a n t i n g of t h i s 

3 a p p l i c a t i o n i n the best i n t e r e s t s of c o n s e r v a t i o n , the 

4 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 

5 r i g h t s ? 

6 A . Yes . 

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

8 A . Yes . 

9 MR. HALL: We would move the admission of 

10 E x h i b i t 6 , and al s o E x h i b i t 7 which i s our 12-07 

11 A f f i d a v i t . 

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

13 adm i t t e d . I have no q u e s t i o n s of t h i s w i t n e s s . You 

14 may be excused . 

15 Mr. H a l l , a n y t h i n g f u r t h e r ? 

16 MR . HALL: No, s i r . 

17 EXAMINER STOGNER: Again, t h i s case w i l l be 

18 cont inued t o the Examiner's Hearing scheduled f o r 

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

20 adv i sement • 

21 (Thereupon, the proceedings concluded.) 

22 

23 

24 

25 
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