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STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

IN THE MATTER OF: 
THE HEARING CALLED BY THE 
OIL CONSERVATION DIVISION 
TO CONSIDER: 

APPLICATION OF McKAY OIL 
CORPORATION FOR A UNIT AGREEMENT, 
CHAVES COUNTY, NEW MEXICO. 

Case No. 10321 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

DIVISION HEARING 

BEFORE: DAVID R. CATANACH, Examiner 

August 8, 19 91 
8:20 a.m. 

Santa Fe, New Mexico 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e O i l 
C o n s e r v a t i o n D i v i s i o n on August 8, 1991, a t 8:20 a.m. 
a t t h e co n f e r e n c e room, S t a t e Land O f f i c e B u i l d i n g , 310 Old 
Santa Fe T r a i l , Santa Fe, New Mexico, b e f o r e Susan G. 
Ptacek, C e r t i f i e d Court Reporter f o r t h e S t a t e o f New 
Mexico. 

FOR: OIL CONSERVATION BY: SUSAN G. PTACEK 
DIVISION C e r t i f i e d Court R e p o r t e r 

CSR No. 124 
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I N D E X 

PAGE 

August 8, 1991 
Examiner H e a r i n g 
Case No. 10321 

APPEARANCES 3 

MCKAY WITNESSES 
GEORGE REDDY 

D i r e c t Examination by Mr. Richardson 4 
Examination by Mr. Catanach 8 

JIM SCHULTZ 
D i r e c t Examination by Mr. Richardson 10 
Exami n a t i o n by Mr. Catanach 15 

Re p o r t e r ' s C e r t i f i c a t e 18 

* * * 

E X H I B I T S 

ADMTD 

McKay O i l E x h i b i t 

1 8 

2 8 

3 8 

4 8 

5 14 

6 14 

7 14 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87501 

FOR McKAY OIL RANDOLPH M. RICHARDSON, I I I , ESQ. 
A t t o r n e y a t Law 
Post O f f i c e Box 2423 
Ros w e l l , New Mexico 88202 

* * * 
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MR. CATANACH: At t h i s t i m e we w i l l c a l l case 10321. 

MR. STOVALL: A p p l i c a t i o n o f McKay O i l C o r p o r a t i o n f o r 

a u n i t agreement, Chaves County, New Mexico. 

MR. CATANACH: Are t h e r e appearances i n t h i s case? 

MR. RICHARDSON: Randolph M. Richardson, R o s w e l l , New 

Mexico, on b e h a l f of a p p l i c a n t . I have two w i t n e s s e s t o be 

sworn. 

MR. CATANACH: Are t h e r e any o t h e r appearances? W i l l 

t h e two w i t n e s s e s please s t a n d and be sworn? 

(The w i t n e s s e s were d u l y sworn.) 

MR. RICHARDSON: I ' d l i k e t o c a l l Mr. George Reddy, 

f i r s t . 

GEORGE REDDY, 

th e Witness h e r e i n , h a v i n g been f i r s t d u l y sworn, was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. RICHARDSON: 

Q. Mr. Reddy, would you pl e a s e s t a t e your name, 

address and p r e s e n t occupation? 

A. My name i s George Reddy. My address i s 3408 

D i a l S t r e e t i n Roswe l l . I'm a c o n s u l t i n g g e o l o g i s t i n t h e 

c i t y o f R o s w e l l . 

Q. Could you please s t a t e your e d u c a t i o n a l and 

p r o f e s s i o n a l background which would enable you t o t e s t i f y 

as an e x p e r t i n t h i s case? 
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A. I majored i n geology a t t h e U n i v e r s i t y of New 

Mexico, r e c e i v e d my ba c h e l o r o f s c i e n c e and master o f 

s c i e n c e degrees t h e r e ; and s i n c e 1961 have worked i n t h e 

p e t r o l e u m i n d u s t r y . Since 1975 I've worked as a c o n s u l t i n g 

g e o l o g i s t i n Ro s w e l l . 

Q. Are you f a m i l i a r w i t h t h e C h a r o l e t t e S t a t e U n i t 

area and t h e m a t t e r s c o n t a i n e d i n t h e a p p l i c a t i o n t o t h e 

d i v i s i o n f o r a p p r o v a l a u n i t agreement? 

A. Yes. 

Q. Have you ever t e s t i f i e d b e f o r e t h i s d i v i s i o n as 

an e x p e r t ? 

A. Yes. 

MR. RICHARDSON: Are Mr. Reddy's q u a l i f i c a t i o n s 

a c c e p t a b l e ? 

MR. CATANACH: They a r e . 

Q. (By Mr. Richardson) And you have t h e g e o l o g i c a l 

r e p o r t . Mr. Reddy, please r e f e r t o t h e g e o l o g i c a l r e p o r t , 

w h ich has been g i v e n t o t h e examiner. Was t h i s r e p o r t 

p r e p a r e d by you? 

A. Yes, i t was. 

Q. Your r e p o r t has been marked E x h i b i t s 1 t h r o u g h 

4. Could you please r e v i e w t h e r e p o r t , r e f e r r i n g t o each 

e x h i b i t by name and number, and please s t a t e what t h e 

e x h i b i t shows and t h e s i g n i f i c a n c e o f such e x h i b i t ? 

A. E x h i b i t 1 i s t h e body o f t h e t e x t o f t h e r e p o r t 
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t h a t d e s c r i b e s t h e geology o f t h e C h a r o l e t t e U n i t . 

E x h i b i t 2 i s an index map t h a t shows t h e l o c a t i o n o f t h e 

C h a r o l e t t e S t a t e U n i t w i t h r e s p e c t t o Ro s w e l l . I t ' s about 

37 m i l e s n o r t h w e s t o f t h e c i t y , and a l s o shows t h e 

r e l a t i o n s h i p t o t h e n e a r e s t p r o d u c t i o n i n t h e Pecos Slope 

Abo West gas f i e l d . I n a d d i t i o n , i t shows some o f t h e 

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

and a r e b e l i e v e d t o come i n t o t h e C h a r o l e t t e S t a t e U n i t . 

E x h i b i t 3 i s i n a pocket a t t h e back of t h e 

r e p o r t , and i t ' s a g e o l o g i c a l map o f t h e area t h a t shows 

two d i f f e r e n t aspects of t h e geology, t h e s t r u c t u r e and t h e 

is o p a c h o f t h e Pecos Slope Abo f a c i e s , which i s t h e p r i m a r y 

o b j e c t i v e . The two d i f f e r e n t parameters can be 

d i f f e r e n t i a t e d by t h e c o l o r . The isopach i s shown by t h e 

c o l o r p a t t e r n s on t h e map, and t h e s t r u c t u r e c o n t o u r s are 

a t a 5 0 - f o o t i n t e r v a l , and t h e y c r o s s k i n d o f on a 

n o r t h e a s t s t r i k e t h r o u g h t h e area. The s t r u c t u r e d i p s 

s o u t h e a s t w a r d a t a r a t e of about 60 f e e t per m i l e t h r o u g h 

t h e C h a r o l e t t e S t a t e U n i t , which i s o u t l i n e d on t h e map. 

And E x h i b i t 4 i s a l o g of t h e t y p e w e l l , which i s 

n o r t h , about f o u r m i l e s n o r t h , o f t h e proposed u n i t ; and 

th e l o g i t s e l f has been marked t o show t h e d i f f e r e n t 

f o r m a t i o n s a n t i c i p a t e d , t o show t h e p r o s p e c t i v e i n t e r v a l , 

w h ich i s t h e Pecos Slope pay i n t e r v a l , and show t h e deeper 

secondary o b j e c t i v e s t o basement. On t h i s p a r t i c u l a r w e l l 
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gas was — t h e w e l l was completed i n t h e Pecos Slope 

f a c i e s , and i t made a gas w e l l , and t h i s i s t h e t y p e l o g 

f o r t h e area. 

Q. Could you please r e p e a t , or t e l l t h e d i v i s i o n , 

Mr. Reddy, your c o n c l u s i o n as t o f o r m a t i o n s l i k e l y t o be 

enco u n t e r e d and c o n s i d e r e d p r o d u c t i v e or c o n s i d e r e d 

p r o s p e c t i v e as p r o d u c t i v e ? 

A. W e l l , a g a i n , be t h e same r e s e r v o i r s t h a t produce 

i n t h e West Pecos Slope f i e l d t o t h e s o u t h e a s t o f t h e 

proposed u n i t , and t h e deeper zones beneath t h a t , which 

would be t h e G r a n i t e Wash s e c t i o n , i s c a l l e d by l o c a l 

g e o l o g i s t s , which have produced gas i n some o f t h e w e l l s 

t h a t have been d r i l l e d t o basement t o t h e e a s t . 

Q. Would you please t e l l t h e d i v i s i o n t h e l o c a t i o n 

and p r o j e c t e d depth of t h e f i r s t w e l l t o be d r i l l e d on t h e 

u n i t ? 

A. The n o r t h w e s t q u a r t e r o f S e c t i o n 23 o f 

Township 5 South, Range 20 East would be t h e f i r s t 

l o c a t i o n , and a p p r o x i m a t e l y 3800 f e e t w i l l be r e q u i r e d t o 

t e s t t o basement t h e r e . 

Q. I n your o p i n i o n , Mr. Reddy, does a u n i t area 

cover s u b s t a n t i a l l y a l l t h e geology f e a t u r e s i n v o l v e d ? 

A. Yes. Inasmuch as t h e u n i t i s bounded on t h e 

so u t h by an o t h e r S t a t e U n i t and on t h e n o r t h by one, i t 

covers t h e b u l k o f t h a t r e m a i n i n g t h a t i s p r o s p e c t i v e . 
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Q. Mr. Reddy, i n your o p i n i o n , w i l l t h e o p e r a t i o n 

of t h i s area under t h e proposed u n i t p l a n o f o p e r a t i o n be 

i n t h e i n t e r e s t of c o n s e r v a t i o n and p r e v e n t i o n o f waste? 

A. Yes. 

MR. RICHARDSON: I ' d l i k e t o move t o e n t e r g e o l o g i c a l 

r e p o r t marked E x h i b i t s 1 t h r o u g h 4, and I have no f u r t h e r 

q u e s t i o n s o f t h i s w i t n e s s . 

MR. CATANACH: E x h i b i t s 1 t h r o u g h 4 w i l l be a d m i t t e d 

as e v i d e n c e . 

(McKay O i l E x h i b i t s 1 t h r o u g h 4 were 

r e c e i v e d i n evidence.) 

EXAMINATION 

BY MR. CATANACH: 

Q. Mr. Reddy, what bounds t h e u n i t on t h e east and 

west as f a r as g e o l o g i c a l ? 

A. W e l l , on t h e west s i d e we have, as you can see, 

v e r y l i t t l e c o n t r o l , b u t n o r t h w e s t o f t h e u n i t area t h e r e 

i s no sand i n d i c a t e d o f r e s e r v o i r q u a l i t y i n t h a t w e l l i n 

S e c t i o n 27, 4, 19. There are no w e l l s due west o f i t 

w i t h i n t h e mapped area, b ut i t ' s my i n t e r p r e t a t i o n t h a t t h e 

sand i s p l a y i n g o ut i n t h a t d i r e c t i o n ; and t h a t as you get 

ou t t o w a r d t h e edge of t h e proposed u n i t , i t ' s shown t o be 

v e r y t h i n . And on t h e east s i d e t h e w e l l i n S e c t i o n 30 a t 

5 South, 21 East, o n l y had t h r e e f e e t o f sand. That i s 

b e t t e r t h a n 10 p e r c e n t p o r o s i t y , and, a g a i n , we have t h a t 
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same problem; we t e n d t o be l o s i n g sand -- or 

r e s e r v o i r - q u a l i t y sand i n t h a t d i r e c t i o n . 

Q. There have been no w e l l s d r i l l e d i n t h e proposed 

u n i t a r e a ; i s t h a t c o r r e c t ? 

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

Q. What i s t h e c l o s e s t w e l l t h a t you've g o t t o 

t h a t ? 

A. I guess i t would be t h a t one I j u s t r e f e r r e d t o , 

t o t h e u n i t i t s e l f , t h a t one i n 30 o f 5 South, 21 East. 

Q. Mr. Reddy, what i n f o r m a t i o n was u t i l i z e d t o 

c o n s t r u c t t h e g e o l o g i c map? 

A. I t ' s a l l based on w e l l d a t a . S u r f a c e s t r u c t u r e s 

i s what we're l o o k i n g a t i n terms of s t r u c t u r e , as w e l l as 

what's i n d i c a t e d a t t h e s u r f a c e i n r e g a r d t o t h e s e f a u l t s 

or b u c k l e s t h a t come t h r o u g h t h e f i e l d s . As f a r as t h e 

sand q u a l i t y p o r t i o n o f t h e map i s concerned, i t ' s t h a t --

t h o s e sands w i t h i n t h e Pecos Slope i n t e r v a l t h a t produces 

t o t h e west, which had b e t t e r t h a n 10 p e r c e n t p o r o s i t y 

i n d i c a t e d by l o g , and t h e t y p i c a l gas a f f e c t c r o s s - o v e r on 

t h i s -- on t h e C&L d e n s i t y n e u t r o n l o g s . A l l of these are 

r e l a t i v e l y modern l o g s . 

Q. Do you have an o p i n i o n as t o how much sand i s 

needed i n t h e Abo f o r m a t i o n t o make a commercial w e l l i n 

t h i s area? 

A. I t ' s v e r y q u e s t i o n a b l e i n t h i s area. T h i s w e l l 
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t h a t i s t h e t y p e w e l l has -- has e x c e l l e n t i n d i c a t i o n s on 

t h e p o r o s i t y l o g and y e t t h e -- or t h e r e s i s t i v i t y l o g 

suggests t h a t i t i s n o t v e r y permeable and i t had 45 f e e t 

o f sand and y e t , I guess, i t ' s — i t would p r o b a b l y be 

c o n s i d e r e d by everyone not t o be commercial. 

What we f e e l l i k e , i f we can g e t t h e axes, or 

near t h e axes, o f t h i s these channels t h a t are p r e t t y w e l l 

documented t o t h e south where we have more c o n t r o l , t h a t we 

w i l l f i n d b e t t e r p e r m e a b i l i t y . We know we have t h e gas i n 

p l a c e . The b i g q u e s t i o n i s p e r m e a b i l i t y . 

MR. CATANACH: I have no f u r t h e r q u e s t i o n s of t h e 

w i t n e s s . He may be excused. 

MR. RICHARDSON: I ' d l i k e t o c a l l Mr. James L. 

S c h u l t z as a second w i t n e s s . 

JIM SCHULTZ, 

t h e Witness h e r e i n , h a v i n g been f i r s t d u l y sworn, was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. RICHARDSON: 

Q. Mr. S c h u l t z , would you pl e a s e s t a t e your name 

and address and occupation? 

A. Jim S c h u l t z , 809 Twin Diamond, R o s w e l l , New 

Mexico. I'm p r e s e n t l y v i c e p r e s i d e n t of l a n d and l e g a l f o r 

McKay O i l C o r p o r a t i o n . 

Q. Could you please s t a t e your e d u c a t i o n a l and 
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p r o f e s s i o n a l background which would enable you t o t e s t i f y 

as an e x p e r t w i t n e s s i n t h i s case? 

A. I have a c o l l e g e B.A. degree; been a landman f o r 

12 y e a r s , two years as an independent and 10 ye a r s a t McKay 

O i l C o r p o r a t i o n . 

Q. Are you f a m i l i a r w i t h t h e C h a r o l e t t e S t a t e U n i t 

and t h e m a t t e r s c o n t a i n e d i n t h e a p p l i c a t i o n t o t h e 

d i v i s i o n ? 

A. Yes. 

Q. Have you ever t e s t i f i e d as an e x p e r t w i t n e s s 

b e f o r e t h i s d i v i s i o n ? 

A. Yes. 

MR. RICHARDSON: Are Mr. S c h u l t z ' s q u a l i f i c a t i o n s 

a c c e p t a b l e ? 

MR. CATANACH: They a r e . 

Q. (By Mr. Richardson) Mr. S c h u l t z , would you 

pl e a s e t e l l t h e d i v i s i o n townships and ranges i n which t h i s 

u n i t i s l o c a t e d and approximate l o c a t i o n w i t h r e f e r e n c e t o 

t h e n e a r e s t town? 

A. A l l t h e acreage i s l o c a t e d i n Township 5 South, 

Range 20 East, and i t ' s a p p r o x i m a t e l y 30 m i l e s n o r t h o f 

R o s w e l l , New Mexico. 

Q. Mr. S c h u l t z , I n o t i c e t h a t t h e i n i t i a l d r a f t of 

t h e u n i t agreement which was f i l e d l a s t May, a l o n g w i t h t h e 

a p p l i c a t i o n , shows a t o t a l o f 12,655 a c r e s , whereas t h e 
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u n i t agreement now b e f o r e t h e d i v i s i o n c o n t a i n s 13,946 

a c r e s . Would you please t e l l t h e d i v i s i o n t h e reason f o r 

t h i s i n c r e a s e i n number of t o t a l acres w i t h i n t h e u n i t 

area? 

A. The o r i g i n a l o u t l i n e was amended t o form f o u r 

160 p r o r a t i o n u n i t s and square boundaries w i t h t h e e x i s t i n g 

u n i t t o t h e s o u t h , which i s t h e Yates S a l t Creek U n i t . 

Q. Wi t h r e f e r e n c e t o t h e edge of t h e u n i t or c e n t e r 

of t h e u n i t , p l e a s e t e l l t h e d i v i s i o n t h e l o c a t i o n o f t h e 

a d d i t i o n a l acreage which was i n c l u d e d i n t h e u n i t area. 

A. I t ' s a l o n g t h e west boundary and t h e s o u t h 

boundary o f t h e u n i t . 

Q. Was t h i s a d d i t i o n a l acreage t h a t was i n c l u d e d 

s t a t e , f e d e r a l o r fee? 

A. I t was f e e and f e d e r a l acreage. 

Q. Would you please now s t a t e t h e t o t a l number of 

acres w i t h i n t h e u n i t area; numbers o f acres o f s t a t e l a n d , 

f e d e r a l l a n d and f e e l a n d , what t h e percentage i s of t h e 

t o t a l o f each t y p e represented? 

A. The t o t a l acreage i s 13,946.3 a c r e s , of which 

13,040.07 i s s t a t e ; 360 acres i s f e d e r a l , and a p p r o x i m a t e l y 

445.83 i s f e e . 

Q. I t ' s my u n d e r s t a n d i n g t h a t t h e f e e and t h e 

f e d e r a l l a n d , b o t h which are i n c l u d e d , are n o t under o i l 

and gas l e a s e ; i s t h i s c o r r e c t ? 
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A. Yes. 

Q. Were a l l of t h e fee m i n e r a l owners asked t o j o i n 

and commit t o t h e u n i t as w o r k i n g i n t e r e s t owners? 

A. Yes. 

Q. Wi t h r e s p e c t t o t h e f e d e r a l t r a c t , was t h e BLM 

c o n t a c t e d and i s t h e r e any n e c e s s i t y f o r p r o c e s s i n g a u n i t 

agreement t h r o u g h t h e BLM a t t h i s time? 

A. No, t h e r e ' s n o t . 

Q. Could you please r e f e r t o t h e u n i t agreement as 

r e v i s e d , marked E x h i b i t 5, i s t h i s r e v i s e d and c o r r e c t e d t o 

form a u n i t agreement and been approved by t h e Commissioner 

of P u b l i c Lands? 

A. Yes, i t has. 

Q. That i s as t o form and c o n t e n t ? 

A. Yes. 

Q. Could you please r e f e r t o t h e a f f i d a v i t marked 

E x h i b i t 6? T h i s a f f i d a v i t i s s u b s c r i b e d and sworn t o by 

you, a l s o a t t a c h e d , as a p a r t t h e r e f o r e , are c o p i e s of 

c e r t i f i e d m a i l r e t u r n r e c e i p t s . A l s o a t t a c h e d t o t h e 

a f f i d a v i t i s a l i s t o f a l l owners and by each name and 

n o t a t i o n as t o what i n t e r e s t i s committed. Expressed i n 

perce n t a g e s w i t h i n t h e u n i t area, c o u l d you p l e a s e s t a t e 

t h e p e r c e n t a g e o f w o r k i n g i n t e r e s t committed t o t h e u n i t a t 

t h i s time? 

A. P r e s e n t l y i t i s 13,040.07 acres committed, which 
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i s 93.499 p e r c e n t of t h e t o t a l u n i t area. 

Q. What percentage o f r o y a l t y and o v e r r i d i n g 

r o y a l t y i s committed? 

A. A hundred p e r c e n t o f t h e committed t r a c t s . 

Q. That's a hundred p e r c e n t of t h e o v e r r i d i n g 

r o y a l t y — 

A. Yes. 

Q. -- on t h e t r a c t s ? Were a l l p a r t i e s h a v i n g an 

i n t e r e s t i n t h e u n i t area g i v e n n o t i c e o f t h i s h e a r i n g ? 

A. Yes. 

Q. I n t h e event of p r o d u c t i o n , Mr. S c h u l t z , w i l l 

t h e c o r r e l a t i v e r i g h t s of a l l p a r t i e s t o t h e u n i t agreement 

be p r o t e c t e d ? 

A. Yes. 

Q. I n your o p i n i o n w i l l t h e o p e r a t i o n o f t h i s u n i t 

under a u n i t p l a n of o p e r a t i o n be i n t h e i n t e r e s t of 

c o n s e r v a t i o n and p r e v e n t i o n of waste? 

A. Yes. 

Q. W i l l t h e d i f f e r e n t i n s t i t u t i o n s o f t h e s t a t e , i f 

any, r e c e i v e t h e i r f a i r share o f p r o d u c t i o n i f e s t a b l i s h e d ? 

A. Yes. 

MR. RICHARDSON: I ' d l i k e t o move t o e n t e r E x h i b i t s 5 

and 6 . 

MR. CATANACH: E x h i b i t s 5 and 6 w i l l be a d m i t t e d as 

evi d e n c e . 
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(McKay O i l E x h i b i t s 5 and 6 were 

r e c e i v e d i n evidence.) 

MR. RICHARDSON: I have no f u r t h e r q u e s t i o n s . 

EXAMINATION 

BY MR. CATANACH: 

Q. Mr. S c h u l t z , t h e numbers on E x h i b i t A, are those 

t h e c o r r e c t numbers as f a r as --

A. Yes, I'm s o r r y . I m i s s t a t e d t h e f e e acres 

i n v o l v e d . I t i s t h e 1,011.66 acres of f e e . 

MR. STOVALL: 1,011.66? 

THE WITNESS: Yes. 

MR. STOVALL: S t a t e acres? 

THE WITNESS: There's 12.075.07. 

Q. (By Mr. Catanach) Did you s t a t e what BLM 

a p p r o v a l o f t h e u n i t was n o t r e q u i r e d ? 

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

Q. You g o t t h a t from them; t h a t ' s what t h e y t o l d 

you? 

as --

A. Yes. 

Q. You do have s t a t e a p p r o v a l f o r t h e u n i t as f a r 

A. Yes. 

Q. -- Commissioner o f P u b l i c Lands? 

A. Yes. 
MR. RICHARDSON: Form and c o n t e n t o f t h e u n i t 
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agreement. 

MR. STOVALL: I s t h e r e a u n i t o p e r a t i n g agreement f o r 

t h i s u n i t ? 

THE WITNESS: Yes, t h e r e i s . 

MR. STOVALL: Does t h a t appear i n ev i d e n c e , or i s 

t h e r e a reason you haven't s u b m i t t e d i t ? 

MR. RICHARDSON: We d i d n ' t f e e l i t was necessary a t 

t h i s t i m e . 

MR. STOVALL: I t may not be. I t o f t e n happens i t i s . 

Q. (By Mr. Catanach) Mr. S c h u l t z , have you 

r e c e i v e d any k i n d of l e t t e r from t h e Commissioner o f P u b l i c 

Lands? 

A. Yes. 

MR. CATANACH: I f we can a l s o submit t h a t as evidence. 

MR. RICHARDSON: Submit t h a t as E x h i b i t 7 t h e n . 

MR. CATANACH: Okay. 

(McKay O i l E x h i b i t 7 was r e c e i v e d 

i n evidence.) 

Q. (By Mr. Catanach) Mr. S c h u l t z , do you 

a n t i c i p a t e o b t a i n i n g t h e j o i n d e r o f t h e r e m a i n i n g w o r k i n g 

i n t e r e s t ? 

A. No. 

Q. Are those s e v e r a l i n d i v i d u a l s o r --

A. I t ' s s e v e r a l i n d i v i d u a l s . 

MR. RICHARDSON: A l l unleased f e e l a n d , t h e y can come 
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as w o r k i n g i n t e r e s t owners, i f t h e y would commit, s i n c e i t 

i s open and unleased acreage. 

MR. STOVALL: As i n d i c a t e d i n your E x h i b i t A t o your 

c e r t i f i c a t e , as you c a l l i t , which i s E x h i b i t No. 6? 

THE WITNESS: Yes. 

MR. STOVALL: Where i t shows unleased o r n o t 

committed, t h a t s t a t u s i s t h e same as t h i s ? 

THE WITNESS: That w i l l remain t h e same. 

MR. CATANACH: I have no f u r t h e r q u e s t i o n s . Your 

w i t n e s s may be excused. I s t h e r e a n y t h i n g f u r t h e r i n t h i s 

case? I f n o t , Case 10321 w i l l be t a k e n under advisement. 

(Whereupon, t h e h e a r i n g was concluded a t t h e 

appr o x i m a t e hour o f 8:40 a.m.) 

* * * 
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