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MR. QUINTANA: We'll call naxt

Case 8655 and Case R657, which will be consolidated for pur-

poses of -- excuse me, 8655 and 865¢, which will be consoli-

dated for purposes of testimony.

MR, TAYLOR: The application of

Marshall R. Young 0il Company for a unit agreement, Crant

Counzy, New Mexico.

MR. KELLAHIN: If the Examiner

please, I'm Tom Kellahin of Santa Fe, Mew Mexico, appearing

on behalf of the applicant and I have two witnesses.

MR. OQUINTANA: Are there on

appearances in Case 8653 and 86567

If not, you may be sworn in,

(Witnesses sworn.)

BRAD HENTSCHEL,
being salled as a witness and being duly sworn upon

cath, testified as follows, to-wit?

DIRAECT EXAMINATION
BY HMP. XELLAHIN:
0 Mr. Hentschel, for the record would

plesse state your name and occupaton?

ner

his

you
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A My name is Brad Hentschel. I'm a petro-
l2um landman. I work for Edmundson & Associates in Denver,

Colcoradon.

Mr. Hentschel, have you nreviously testi-
fied ©wafore the New Merico 0il Conservation Division as an

expaert petroleum landman?

Yes, I have.

0 And pursuant to your employment by Ray
Edmundson, have you been retained as consultants to Marshall
R. Young 0il Company to prepare the necessary unit agree-
ments and other documents in both of these cases?

A Yes, I have,

MR. KELLAHIN: Mr. Quintana, we
tender Mr. Hentschel as an expert petroleum landman.

MR. QUINTANA: Mr. Hentschel,
when was the last time you did testify before this commis-
sion? Recently, or what?

A It was probably less than a year aco.

MR. QUINTANA: Fine. His qual-
ifications are acceptable.

You may proceed.

2 Mr. tentschel, let me direct your atten-
tion first of all to Case 8655, which is the Marshall R.
Young 0il Company application for the Saltys Unit Area in

Grant County, New Mexico.
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Pursuant to that case, HMr. Hentschel,
have you c¢aused to be prepared a unit agreement?

FiY Yes, I have.

O Mr. FHentschel, I show you what is marked
as Fxhibit Number One in this case and ask vyvou to identify
that document.

A Exhibpit Number One is a unit agreement
for the Saltys Unit, Crant County, New Mexico, It's a
standard form unit agreement, 1983 reprint, that has been
modified to include all the provisions required by the Comw~
missioner of Public Lands and the 0il Conservation Division,
New Mexico.

0 Will veu turn now, sir, to Exhibit Number
Twe, which 1is the plat captioned "Exhibit A" to the unit
agreement, and fold out Exhibit MNumber Two s0 that we might
dizcuss some of the informaticon contained on that exhibit,

Directing your attention now to Exhibit
Number Two, to the Saltyvs Unit Agreement, Mr. Hentschel,
does this plat accurately depict the configuration of the
leases and the ownershin to be contained within this uni:?

A Yes, 1t does.

Q wWould you summarize for the Examiner what

the total number of acreage —-
A Yes.

02 ~— 1s for the Federal, State, and fee ac-
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reage that's to be committed to this unit?
)<y There are 9,975.32 acres of TFederal
lands. That represents 41.88 percent of the unit area.

There are 12,724.74 acres, which repre-
sents 53.41 percent of the unit for State lands.

And patented lands are 1,122.72 acres,
representing 4,71 percent of the unit, for a total of
23,R822.78 acres.

I might point out at this time that the
Bureau of Land Management has designated the unit as a logi-
cal unit area and they have designated the total of
23,822.14 acres as opposed to 23,822.78 acres. There's some
confusion on some of the lots.

¢ On the western side of the nlat there are
a number of 40-acre tracts that are not 40 acres in size.
A That's correct.

¢ And there lies a difference bhetween the

BLM calculation and your calculation.

A That's correct.

¢ And the difference is less than an acre,
A Right.

¢] Have vou caused to be tabulated the indi-

vidual leases to be contained within the unit and had that

tatulation prepared showing the ownership?

A Yes, I have.
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A

Q

le)

flect the ownership,

Exhibit Number Three.

2}
And is that Exhibit Number Three?

7
1'5‘5.

=

All right, Let me direct your atternticn

Does that exhibit accurately re-

the leases, and the acreage contained

within each of those leases to be dedicated?

A

L

what is to

Yes, 1t does.

All right, Would you identify for us

be the unitized formation? How is that expressed

in the unit agreement?

A
obligation
or to test
0

tion to be
A

0

Management
}\\

nated this
Q

as Exhibit
A

Q

cessary documents

All formations are unitized, The unit

well is to be drilled to a depth of 10,000 fest
the bage of the El Paso formation.

Have you caused all necessary documenta=—

submitted to the Bureau of Land Management?

Yes, we have,

And what action has the Rureau of Land

taken upon the proposed unit?

The —- on July 25th, 1983, they desig-

area as a logical unit area.

And is that letter of designation markecd

Number Four in this case?

Yes, it is.

All right, Have you alsc caused the

to bhe submitted to the Commissioner of
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g
Pubklic Lands for preliminary approval of the dedicaticon of
the State acreage to this unit?

A Yes.

) At this point, Mr. Hentschel, is Marshall
R. Young 0il Company in effective control of a substantial
portion of the working interest ownership for this unit?

A Yes, they should have verbal agreements
on in excess 0of 90 percent.

Q All right, =ir. What is the timing in
terms of drilling the first unit well, Mr, Hentschel?

A W= hope to be able to initiate the first
test well by the first part of September,

0 All right, sir, let's leave those unit
documents for the Saltys Unit and direct vour attention now
to the unit documents in the South Cedar Mountain Unit Area
of Grant County.

With regards to the South Cedar Mcountain
Unit, Mr. Hentschel, have you caused to be prepared under
your direction the necessary unit documents and exhibits for
submittal of this unit for approval to the Commissioner of
Public Lands, the Bureau of Land Management and to the 0il
Conservation Commission?
A Yes, 1 have.
Q Let me direct your attention, then, o

the unit agreement itself, whic is marked as Exhibit Number




10
1
12
13
14
15
16
17
18
19
20

21

23
24
25

20

One in Tase 8656, and have you identify that for the record.

A Exhibit One is a unit agreement for the
30uth Cedar Mountain Unit. It's in Grant County, New Mexi-
co. It 1is a standard form unit agreement, 1983 reprint,

modified to include the provisions required by the Comnis-
sicner of Public Lands and the Division, Conservation Divi-

sion of the State of New Mexico.

-

Would vou identify fer us what is the

unitized formaticn for this unit?

A All formations are unitized.
Q Have vou caused to bhe nrenared a plat

showing the leases to be dedicated to this unit?

A Yes, I have.

0 All right, 1let's turn to Exhibit Number
Two. Is that the plat?

A Yes.

0 If you'll fold that plat cut, Mr. Hent-
schel, let me ask you some guestions about the plat,

To the best of your Xknowledge, informa-
tion, and belief does this plat contaion a true and accurate
representation of the various leases to be included in this
unit?

A Yes, it does.
0 And the leases have besen assigned a tract

number?
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A That's correct,

o Would you summarize for the Ezaminer what
the makeup is, the composition is of the unit in terms of
State, Federal, and fee acreage?

A There are 21,506.64 acres of TFederal
land. It represents B85.92 percent cf the unit,

There are 3,522.95 acres of State lands,
equals 14.08 percent of the unit.

There are no patented lands in the unit.

The total acreage is 25,02%.59 acres.

Q Have you prepared a tabulation by lease
or by tract number for the leases in the unit to show theé
ownership and interest?

A Yes, I have,

0 And that is marked as FExhibit HNumber
Three in this case?

A Yes.,

Q To the best of your knowledge, informa-
tion, and belief, are the numbers and parties properly idsn-—~
tified on Exhibit Number Three?

A Yes,

Q How is the unit participaticon in the pro-
duction to be allocated, Mr. Hentschel? Is this in partici-
pating areas or do they have an undivided interest for all

the unit?
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B The --~ the participation will be based on

parcicipating areas when a well has been drilled and deter-

min=d to be productive,

. The participation formula is one that's

caloulated on a straight acreaae basis at this time?

also?

A Yes.

) Is that true of the other unit agreemsnt,
A That's right.

Q Have you submitted the necessary unit do-~

cuments to the Bureau of Land Management?

praval

South

by the

A Yes, I have.

Q And have you received prealiminary ap-
from the Bureau cf Land Management?

A Yes, by letter of July 25th, 1985, the
Cedar Mountain was designated as a logical unit area
Bureau of Land Management.

Q And that's submitted as Fxhibit Pour 1in

this case?

Ry Yesg.

0 Have you alsc caused the necessary unit

documents to be submitted to the Commissioner of 2ublic

Lands,

State of New Mexico?
And what is the status of his approval?

A I have not received any Jdocuments at this
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Q Mr. Hentschel, in your opinion is appro-
val of the applications ©f Marshall R. Younuy 21l Company -—--
let me ask you this.

Have you completed, as best you know, all
the preliminary requirements required «f you by the Commis-
sioner of Public Lands and the Bureau of Land Management for
the approval of these units?

A Yes, I have.

MR. KELLAHIN: Mr. Quintana,
that concludes my examination of Mr. Henftschel with reqgards
to these two cases and we would move the intvroduction of Bx-
hibits One through Four in each of the cases,

MR, QUINTANA: Exhibits One
through Four in Cases 8655 and Exhibits One through Four in

Case 8656 will be entered in evidence,

CROSS EXAMINATION
BY MR. QUINTANA:

Q Mr. Hentschel, I have two guestions for
you. One is in Case 8655 dealing with your testimony on the
difference between the Federal calculations and your calcu-
lations on the discrepancy in acreage.

Would vyou point out to me in your == in

Case 8655, your Exhibit Number Three, the discrepvancy of
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though, can't
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looking =t

918 R
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vyou also provide statements,

wel

4 on Cass B656 what formation you plan
.t well is to he drilied to a Jdepth of
base 0f the U-3ar foraation,

1 right, and one third guestion, a

1
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arovide a letter from the Commissionar of Puabhlic Lands state
ing their apwroval at a later date, also?
A Yes, 1 can.
MR, QUINTAMA: I have no fur-
ther questions of the witness.
Are there further guestiorns of
the witness?

If not, he may be excused.

T™OM A, BRACE,
being called as a witness and being duly sworn upon his

oath, testified as follows, to-wit:

DIRECT EXAMIMATION
BY MR. KELLAHINM:
G Will you state your nawne, please, and
your profession and employer?
A My name is Tom Brace and I am employed as

a geologist for Marshall R. Young 0Oil Companvy in F&, Worth.

04 Mr. Brace, do you spell your last nams S-
R-A=--E?

a That's correct.

Q Mr. Brace, have you previously tesgtified

before the 0il Conservation Division as a geologist?

A Yes, I have.
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)

L @]

Would you identify for us what it 1= that

{}]

I8

{

vyt have dons as a geologist in Grant County, New Mexico, in
3  qgenaval wav, witha reagards to both of these apnlications
for unitc approval?

A wWall, what we have done is evaluat-¢d the
area. I have been cut or the surface, evaluated zhe geology
in tha area, and we, Marshall R, Young, have directed suls-
mice  surveys in the area to delineate structures to be dril-
ted in <his basin.

0 Has thet worX been done Dy vou or  uanisrc
vouy direction and contvol?

A Yas,

] And have you reviewed all the necessary
geclogic data by which you can reach certailn expert opinions
as & g=ologist?

A Yes, 1 have.

MR. (ELLAHIN: We tender Mr.
Brass as an expert geniouist.

MR, QUINTAMA: fig qualifica-
tinag are acceptable. You may proceed.

2 Mr. BRrace, let me direct your attenticn
to FPxhibits Five and 5ix in the Saltys Unit Area of Grant
Councy, and have vou fold out your map.

i1 Dbelieve Exhibit Number Five is the

written aarrative of vonr geoloyical report for this  unit
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and Exhibi%t MNumber Six is vour plat.

Would vyou first of all, sir, taking the
plat, £xhioit Number Six, identify for us generally whers w2
are in Grant County?

A In Grant County we're 1in the very scuth-
ern part of ~- of the county. Tt's in Township 2% Scuth,
Range 15 West.

0 Approximately where is the closest known
production in relation to this unit?

A It's about 190 miles east in, probably, I
guess, Chaves County, ¥ew Mexico.

Q All right, sir. In terms of examining
and coming to a cenclusion about the configuration cf tle
proposed unit, what did vou do in order to reach the conclu-
sion that the proposed unit as we see it on the plat is one
that's geologically reasonable?

A wWell, Fxhibit Six is a time/structure map
on the top of the lower Paleozoic rock and it is & time map
contoured at 100 millisesond interval, showing a down to the
south fault and a down to the west fault.

Anticlinal closure on the styucture is
300 milliseconds independent of faulting and we have a total
of 500 milliseconds with «- counting closure into the
faults, and the boundarv of the unit has been determined to

be all sections that are cut by the 1.5 second contour. Any
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sections that —-- that had less than a third of a section

within that contouvr interval were not included in the vnit,
G Is thisz an exhibit, this type of stroc-

turs map, 1is this an exhibit that has beer sabniited Lo tho

zan of Land Management?

A Yes.
o All right, and have they orncurred  with

vy in agreeing that the unit boundary is one that is rea-

sorable from a geclegic hasis?

A Yes.
Q Would you identify for us wha =-- where

your proposed first unit well location is?

o
P

& Thae proposed location is in the northeast

o

13
Pt

-
> Wast,

quarter of Section 33, Townshp 25 South, Rang

0 And would you identify for wus by using
Exiikit Humber Seven, nww, which is a graphic represeniation

of the various geologic formations, using ESxhibit NHunber

Seven, would you identify for us what your target formations

he targer formation ig == well, the well
will be drilled to 15,000 feet or a depth sufficient to test
the base of the Fl Paszso formatiun, whichever is less,

The target formations are the Moiado
Sandstone. Cretacecus in zage, and the Pennsylvanian-Missis-

sippian and Ordovician carhonates nresent in the cutcrops in
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this part of New Mexicc.
0] Wher: do vou propose to commence the first
unit well, Mr. Brace?
A The first part of September of this year,
Q Were Exhibites TFive, 8Six, =and Seveu pre-

pared by you or compiled under your Jdirection and --

A Yes.

Q -~ supervision?

A They were,

0 Let's turn now, sir, if you will, to the

geologic documents inveolved in the South Cedar Mountain Unit
Area,.
Again for this case, then, you have iden-
tified a geologic report as Exhibit Five in Case 865f.
Exhibit Six is your time/structure map?
A Yes, it is.
) All right, and Exhibit Seven, then, would
be the vertical arrangement of the potential formationsz.
Let me direct your attenticn, then, &to
Exhihit Number Six, which is the map, and have vou deacrihe
for the Examiner what weologic reasong and conclusiona  vou
have coming to the opinion that the unit boundary has a rea-
sonable geologic basis?
A Exhibit Six is a time/structure map drawn

based on the seismic information on the hase of the Cretn-
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cecus rocks, and what this map shows is a socuthward pluncing
anticliral fold with two small closures along the crest of

tre fold and across this nose orn this map has been prciected
Jretacsous  environments of deposition trending northwsst o
scutheast  acroess the unit area, and these projections are
based on what I know of the rocks, the Cretscecus rocks in
the area that are expossd, expesed to the southwast and to

1

the northeast.

T

¢ that's the =3

1y}

anificance of the zpnroxinz-

ien nf the shelf margin and the shoreline cn the exhinin”?

e

A Dksv, The shealf margin which hasg been
prcoijscted across the socuthern part of the unit is an area
where in  the U-Bar formation we expect the development of

reefls or shelf marqgin carbonates which avre a good place,

15
16
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~laces that we expect porosity development and trap-

ping.

On this map there has been a shelf area

prajected in  between the shoreline and the shelf margin,

mach 15 an area where the Moijado Sandstone can be expeched

P S

have heen dencsited in a deltaic environment.

The shoreline drawn at the northern boun-
of the unit would be a ragional trapeing mechanism  in

there are no Cretaceous rocks in the north and the unit

boundary has been drawn to include sections within the 1.5

wnd contour on the structurs map.

Q What is your geologic basis for the pro-
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21
possd location as deplcted on the Exhibit Number 35ix?

A The proposed location was selectzd for
the reason that it is on a small structural closure on  the |
map and it is somewhere along the projected shelf mardagin
which has been interpreted for the Cretaceous rock,

O Were Fxhibits Five, §Six, and Seven in
Case 3655 prepared by you or compiled under vyour direction
and supervision?

Jay Yes,

MR. KELLAHKIN: That concludes
our examination of Mr. Brace, Mr., Quintana.

We move the introduction of Tx-
hibits FPive, Six, and Seven in hoth of these cases.

MR, QUINTANA: Exhibits Five,
51¥, and Seven which have been identified in Case 8656, will
be enrtered as evidence,

I have no guestions of the
witness, 1It's very self-explanatory, his work.

Are there any further questions
of the witness?

If not, he may be excused,

Are there further nmatters in

3
)
o
&
w
9 4]
o
(%]
1531
[¥]
o }
o
3
o]
Ui
]
9]
(3]
(911
=
La ¥

If not, Case 85655 and Cagse RB356

will ke taken under advisement.

(Hearing concluded.)
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