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This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , WILLIAM V. JONES, JR., 

Hearing Examiner, on Thursday, A p r i l 29th, 2004, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

1220 South Saint Francis Drive, Room 102, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:55 a.m.: 

EXAMINER JONES: At t h i s time w e ' l l c a l l Case 

13,255, A p p l i c a t i o n of JTD Resources, L.L.C., f o r 

compulsory p o o l i n g and unorthodox o i l w e l l l o c a t i o n s , Lea 

County, New Mexico. 

C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

rep r e s e n t i n g the Appl i c a n t . I have th r e e p o t e n t i a l 

witnesses. 

EXAMINER JONES: Any other appearances i n t h i s 

case? 

W i l l the witnesses please stand t o be sworn? 

(Thereupon, the witnesses were sworn.) 

DAN LEONARD. 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name and residence 

f o r the record? 

A. Dan Leonard from Midland, Texas. 

Q. What i s your r e l a t i o n s h i p t o JTD Resources? 

A. I manage t h a t company. 

Q. And by trade are you a landman? 
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A. I am. 

Q. Have you p r e v i o u s l y t e s t i f i e d before the 

D i v i s i o n ? 

A. I have. 

Q. And were your c r e d e n t i a l s as an expert accepted 

as a matter of record? 

A. Yes. 

Q. And are you f a m i l i a r w i t h the land matters 

i n v o l v e d i n t h i s case? 

A. I am indeed. 

MR. BRUCE: Mr. Examiner, I move the admission of 

Mr. Leonard as an expert petroleum engineer — I mean, 

excuse men, landman. 

EXAMINER JONES: Mr. Leonard i s q u a l i f i e d as an 

expert landman. 

THE WITNESS: My two t e c h n i c a l p a r t n e r s back 

t h e r e about f e l l out of t h e i r c h a i r s . Be c a r e f u l what you 

do. 

MR. BRUCE: I'm making sure they're awake. 

Q. (By Mr. Bruce) Mr. Leonard, could you i d e n t i f y 

E x h i b i t 1 and describe b r i e f l y what JTD seeks i n t h i s case? 

A. E x h i b i t 1 i s a Midland Map Company land p l a t 

h i g h l i g h t i n g the northwest q u a r t e r , northwest q u a r t e r , 

Section 2, Township 20 South, Range 38 East i n Lea County. 

We seek an order p o o l i n g the northwest q u a r t e r , northwest 
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q u a r t e r of Section 2 from the surface t o the base of the 

Abo, and we w i l l dedicate t h i s u n i t t o the d r i l l i n g of the 

White Owl Number 1 w e l l a t t h a t l o c a t i o n . 

Q. What i s the w e l l ' s l o c a t i o n ? 

A. Surface l o c a t i o n f o r t h i s w e l l i s 500 f e e t from 

the n o r t h l i n e and 330 f e e t from the west l i n e of Section 

2. We w i l l d i r e c t i o n a l l y d r i l l t h i s hole t o a bottomhole 

l o c a t i o n t h a t w i l l be approximately 1300 f e e t from the 

n o r t h l i n e and 330 f e e t from the west l i n e of t h a t Section 

2. 

Q. And w i l l our next witness discuss the reason f o r 

t h a t i n part? 

A. Yes, he w i l l . 

Q. Now, i n s o f a r as the d i r e c t i o n a l d r i l l i n g , i s 

t h e r e a surface reason f o r t h a t d i r e c t i o n a l d r i l l i n g ? Are 

t h e r e any surface — 

A. Surface i s not the primary issue here. 

Q. Okay. I t ' s mainly geologic? 

A. Yes, we've got some seismic 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 we w i l l penetrate our two primary 

o b j e c t i v e s , which are the B l i n e b r y and the Tubb formations, 

a t l o c a t i o n s t h a t w i l l be s t r u c t u r a l l y h i gh and have 

r e s e r v o i r p o r o s i t y developed, and t h a t ' s the primary reason 

f o r t h i s d i r e c t i o n a l l y d r i l l e d hole. 

Q. Now, i n general what i s the ownership of t h i s 
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w e l l u n i t ? I s i t a fee t r a c t ? 

A. I t i s a fee t r a c t . The northwest q u a r t e r of 

Section 2 i s common. There are approximately 72 mineral 

owners i n the t r a c t . JTD has acquired leases from 49 of 

these owners, representing about 74 1/4 percent of the 

ownership. 

Q. Now one t h i n g , even though on E x h i b i t 1 i t looks 

l i k e t he northwest quarter i s s p l i t up i n t o t r a c t s , mineral 

ownership i s a c t u a l l y common, i s i t not? 

A. Yes, t h a t ' s a — 

Q. Throughout the quarter section? 

A. Yes. 

Q. Okay. 

A. That d i v i s i o n i s a l l surface s t u f f . 

Q. Okay. Now, who do you seek t o pool? And I would 

r e f e r you t o E x h i b i t s 2 and 3. 

A. E x h i b i t s 2 and 3 l i s t t he unleased m i n e r a l owners 

t h a t we have i n t h i s quarter q u a r t e r . 

E x h i b i t 2 i s a — l i s t s 12 l o c a t a b l e owners, 

known addresses of these. Coates Energy T r u s t owns a 

qu a r t e r mineral i n t e r e s t . The remaining 11 l o c a t a b l e 

owners own j u s t i n excess of a h a l f a percent m i n e r a l 

i n t e r e s t . The i n t e r e s t s are r e a l l y q u i t e small. 

E x h i b i t 3 l i s t s the unlocatable owners. There 

are 11 of these people, and combined they own j u s t a l i t t l e 
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b i t i n excess of 27/100 of a percent mineral i n t e r e s t . 

Q. One t h i n g , l o o k i n g a t E x h i b i t 2, Mr. Leonard, the 

Coates Energy Trust i n t e r e s t i s the only s u b s t a n t i a l 

o utstanding i n t e r e s t ; i s t h a t r i g h t ? 

A. Yes. 

Q. Have you been informed r e c e n t l y t h a t t h i s 

i n t e r e s t may be leased? 

A. Yes, day before yesterday. 

Q. Okay, and i t was leased, apparently, t o who? 

A. Chesapeake. 

Q. And t h a t lease was taken a f t e r t h i s A p p l i c a t i o n 

was f i l e d and the f o r c e p o o l i n g n o t i c e went out? 

A. Oh, yes, the lease was taken, I t h i n k , i n the 

l a s t 10 days. 

Q. Okay. And a t t h i s p o i n t you seek t o pool a l l of 

t h e people l i s t e d on E x h i b i t s 2 and 3? 

A. Yes, we do. 

Q. Okay. Let's discuss your e f f o r t s t o o b t a i n the 

v o l u n t a r y j o i n d e r of the l o c a t a b l e i n t e r e s t owners i n the 

w e l l , and I ' d r e f e r you t o E x h i b i t 4. 

And before you s t a r t t e s t i f y i n g , Mr. Leonard, Mr. 

Examiner, we had a l i t t l e t r o u b l e w i t h some l o s t Federal 

Express package. We d i d make a f u l l set o f , t h i s morning, 

e x h i b i t s f o r you, but when I receive the package I w i l l 

submit a d d i t i o n a l sets t o the D i v i s i o n and t o the c o u r t 
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r e p o r t e r of E x h i b i t 4, but we only have t h a t one set a t 

t h i s time. 

EXAMINER JONES: Okay. 

THE WITNESS: They're here i n Santa Fe someplace, 

I'm c o n f i d e n t . 

EXAMINER JONES: Okay. 

THE WITNESS: We'll f i n d them. 

Q. (By Mr. Bruce) Anyway, i n general, Mr. Leonard, 

w i t h o u t going through every d e t a i l , t h e r e was s u b s t a n t i a l 

correspondence w i t h the i n t e r e s t owners, was t h e r e not? 

And perhaps you can s t a r t by saying, how long have you been 

working on t h i s w e ll? 

A. Well, we force-pooled i t several years ago and 

then got some a d d i t i o n a l i n f o r m a t i o n , changed the l o c a t i o n 

s e v eral times and have a r r i v e d a t where we are today. So 

we l e t t h a t p o o l i n g order go, and we've been a f t e r t h i s 

t h i n g f o r the l a s t two and a h a l f years now. We've w r i t t e n 

m u l t i p l e lease proposals t o the l o c a t a b l e owners. They've 

e i t h e r not responded a t a l l , or we've been able t o come t o 

terms w i t h them on the o i l and gas leases t h a t they want t o 

use. 

Q. And Mr. Leonard, a l l of t h a t l e a s i n g a c q u i s i t i o n 

correspondence i s not i n E x h i b i t 4, i s i t not? I t i s not 

i n E x h i b i t 4, the p r i o r years? 

A. No, j u s t f o r the past — 
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Q. — several months? 

A. No, some of those — the top l e t t e r here t o 

Coates goes back t o May of 2002. 

Q. Okay. But there has been s u b s t a n t i a l 

correspondence i n v o l v i n g these mineral i n t e r e s t s ? 

A. Correspondence and telephone c a l l s and — you 

know, a l o t of these people, the owners are — we've 

lo c a t e d some since — some f a m i l y since the f i r s t of the 

year t h a t the i n t e r e s t s are j u s t t i n y , and we've got a 

couple of f a m i l y members t h a t would s i g n leases, and the 

others don't even t a l k t o you, they don't pay any 

a t t e n t i o n . They don't know anything about the o i l and gas 

business, don't know anything about the minerals. You 

know, and they're j u s t not f a m i l i a r . 

Q. Okay. So i n general, you have submitted as 

E x h i b i t 4 copies of correspondence, e i t h e r lease proposals 

or, since you could not o b t a i n leases from them, you d i d 

send w e l l proposals t o them? 

A. We d i d . 

Q. And the w e l l proposals c o n t a i n the AFE? 

A. Yes. 

Q. And ask them t o j o i n i n the we l l ? 

A. Yes, s i r . 

Q. Now, w i t h respect t o the unlocatable people, what 

records were examined t o t r y t o l o c a t e these people? 

STEVEN T. BRENNER, CCR 
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A. We made a very d i l i g e n t search i n the Lea County 

courthouse, the county c l e r k ' s records, the t a x o f f i c e s . 

I f we had any p r i o r addresses of any k i n d , we would go back 

t o those addresses, t o the tax records i n those l o c a l e s or 

counties , t o see i f we could t u r n up any leads. 

Then we — on the I n t e r n e t today t h e r e are 

m u l t i p l e engines t h a t you can use t o search f o r people. 

One i s c a l l e d whitepages.com, which we t y p i c a l l y have — 

I t ' s very r e l i a b l e , and we t y p i c a l l y have success w i t h i t . 

I f we f a i l t h e r e , we've got another engine c a l l e d 

deluxesearch.com where you have the name and any p o r t i o n of 

the address, you can feed t h a t i n , and i t cross-references 

f i v e d i f f e r e n t search engines, one of which i s 

whitepages.com. None of these e f f o r t s turned up any leads 

on these — on the people t h a t are on the unloc a t a b l e l i s t . 

Q. Okay. And one t h i n g I d i d f o r g e t t o mention w i t h 

respect t o the l e t t e r s t h a t went out. Some of the 

correspondence may be i n the name of Leonard Resource 

Investment Corporation. I s t h a t the predecessor e n t i t y t o 

JTD? 

A. Yes, I had two companies f o r a long time, JTD 

Resources and Leonard Resource, and we merged Leonard 

Resource i n t o JTD l a s t October. 

Q. And secondly, some of the correspondence may have 

been sent out by a gentleman named Glenn Farmer. Who i s 

STEVEN T. BRENNER, CCR 
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he? 

A. He's a lease broker i n Midland t h a t does q u i t e a 

b i t of work f o r rae. 

Q. Okay, so he was a c t i n g on your behalf? 

A. Yes. 

Q. I n your opinion, have you made a g o o d - f a i t h 

e f f o r t t o o b t a i n the v o l u n t a r y j o i n d e r of the i n t e r e s t 

owners i n the well? 

A. I t h i n k we have. 

Q. Would you E x h i b i t 5 and discuss the cost of the 

proposed w e l l ? 

A. E x h i b i t 5 i s an AFE t h a t ' s been prepared by Scott 

Davis of Capataz Operating f o r the d r i l l i n g of t h i s w e l l . 

I t ' s a 7800-foot t e s t . The estimated dryhole cost i s 

$368,352, the t o t a l completed w e l l cost i s $832,137. 

Q. I s t h i s cost i n l i n e w i t h the cost of other w e l l s 

d r i l l e d t o t h i s depth i n t h i s area of New Mexico? 

A. Yes, and less than some i n our experience. 

Q. Okay, and who do you request be named operator of 

the w e l l ? 

A. Capataz. 

Q. Capataz Operating, Inc.? 

A. Yes. 

Q. Do you have a recommendation f o r the amounts 

which the operator should be paid f o r s u p e r v i s i o n and 

STEVEN T. BRENNER, CCR 
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a d m i n i s t r a t i v e expenses? 

A. We do. We request t h a t $4500 per month be 

allowed f o r d r i l l i n g the w e l l and $450 a month f o r 

o p e r a t i n g i t . 

Q. And are these costs i n l i n e w i t h the costs of 

other operators f o r w e l l s of t h i s depth i n t h i s p a r t of New 

Mexico? 

A. I n our experience, yes. 

Q. Do you request t h a t the overhead r a t e s be 

adjusted p e r i o d i c a l l y as provided by the COPAS accounting 

procedure? 

A. We do. 

Q. And do you request t h a t the maximum c o s t - p l u s -

200-percent r i s k charge be assessed against nonconsenting 

owners? 

A. We do. 

Q. Were the i n t e r e s t owners n o t i f i e d of t h i s 

hearing? 

A. They were. 

Q. And i s t h a t r e f l e c t e d i n E x h i b i t 6? 

A. Yes, i t i s . 

Q. F i n a l l y w i t h respect t o the unorthodox l o c a t i o n s , 

was n o t i c e given t o anyone regarding the unorthodox 

l o c a t i o n s ? 

A. No, the w e l l encroaches only on the southwest 
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(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

14 

q u a r t e r of the northwest q u a r t e r , and the t i t l e i s common 

i n the whole northwest q u a r t e r , so i t wasn't necessary. 

Q. Okay. Were E x h i b i t s 1 through 6 prepared by you 

or under your supervision or compiled from company business 

records? 

A. They were. 

Q. And i s the g r a n t i n g of t h i s A p p l i c a t i o n i n the 

i n t e r e s t of conservation and the pr e v e n t i o n of waste? 

A. I t i s . 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of E x h i b i t s 1 through 6. 

EXAMINER JONES: E x h i b i t s 1 through 6 w i l l be 

admitted. 

EXAMINATION 

BY EXAMINER JONES: 

Q. Mr. Leonard, before I f o r g e t t o ask, you j u s t 

mentioned the t i t l e . The ownership i s common i n the 

northwest q u a r t e r ; i s t h a t r i g h t ? 

A. Yes, s i r . 

Q. So on the Tubb, Drinkard and Abo, as you complete 

those, those w i l l be unorthodox, so there's no — and t h i s 

i s a l l — 

A. Our leases are undivided under the whole 

northwest q u a r t e r . 

Q. Leases. 
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A. And a l l of the mineral ownership i s . 

Q. Okay, okay. 

A. And i t w i l l only encroach on the 40 acres which 

i s t he southwest of the northwest, which we also own. 

Q. Okay, which you also own, okay. Do you have the 

s i z e of t h i s 40 acres t h a t you're d r i l l i n g in? I n other 

words, i s i t — I p u l l e d t h a t up and i t s a i d 39.73; i s t h a t 

r i g h t ? 

A. Yes. Well, i t depends on what rec o r d you look 

a t , but i n some of the county records i t r e f l e c t s i t ' s 159 

1/2, and some i t r e f l e c t s i t ' s 160. The survey p l a t — 

Sco t t , do you know — we've got a survey p l a t of i t , but 

I'm not sure t h a t t h a t r e f l e c t s the — 

MR. DAVIS: The survey p l a t won't r e f l e c t i t . 

MR. BRUCE: I t doesn't show i t , yeah. 

Q. (By Examiner Jones) Okay, but i s t h i s Lot 4, 

r i g h t ? 

A. I t ' s Lot 3 and 4. Yeah, t h i s i s Lot 4 t h a t we've 

drawn on, yes, s i r . 

Q. Okay. And t h a t ' s — t h a t Lot 4 i s the — 

A. — i s the northwest northwest. 

Q. And t h a t ' s the subject of t h i s compulsory 

p o o l i n g , r i g h t ? 

A. Yes, s i r . 

Q. And i t i s fee-owned? 
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A. I t i s . 

Q. I guess I p u l l e d up the wrong s e c t i o n here. 

Okay. Now, you're — 

A. I f i t hasn't, we've sure gone t o a l o t of 

t r o u b l e . 

Q. Yeah, I'm not going t o — yeah, you're obviously 

r i g h t on t h a t , so... 

The pool names you're going i n t o , I couldn't f i n d 

t he House-Yates-Seven Rivers. I t looked t o me l i k e t h a t ' s 

a gas pool . 

A. I t i s . 

Q. Okay, so b a s i c a l l y the pool names are the San 

Andres, the B l i n e b r y , the Tubb, Drinkard and Abo? 

A. Yes, s i r . 

EXAMINER JONES: Okay. And Mr. Brooks? 

MR. BROOKS: No, nothing. 

EXAMINER JONES: Okay, thanks very much, Mr. 

Leonard. 

THE WITNESS: Thank you. 

JOHN WORRALL. 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name and c i t y of 
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residence f o r the record? 

A. My name i s John W o r r a l l , and I'm from Roswell, 

New Mexico. 

Q. Who do you work f o r ? 

A. I'm a consultant working here f o r Capataz 

Operating. 

Q. Are you a g e o l o g i s t by t r a i n i n g ? 

A. I am. 

Q. Have you p r e v i o u s l y t e s t i f i e d before the 

Di v i s i o n ? 

A. Yes, several times. 

Q. And were your c r e d e n t i a l s as an expert petroleum 

g e o l o g i s t accepted as a matter of record? 

A. Yes, they were. 

Q. And are you f a m i l i a r w i t h the geology i n v o l v e d i n 

the d r i l l i n g of t h i s well? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I tender Mr. W o r r a l l as 

an expert petroleum g e o l o g i s t . 

EXAMINER JONES: Mr. W o r r a l l i s q u a l i f i e d as an 

expert petroleum g e o l o g i s t . 

Q. (By Mr. Bruce) Mr. W o r r a l l , l e t ' s go t o your 

second e x h i b i t , the cross-section, and why don't you 

discuss f o r the Examiner the primary zones of i n t e r e s t i n 

the proposed White Owl Well Number 1? 
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A. Okay, t h i s cross^seetion, i t ' s also shown on 

E x h i b i t 7, and t h a t ' s the red l i n e which passes through the 

White Owl l o c a t i o n . And there are s i x other w e l l s nearby 

t h a t are shown, and both on the maps and on the cross-

s e c t i o n , t he c o l o r yellow i s f o r the B l i n e b r y producers, 

the c o l o r green i s f o r the Tubb and the c o l o r blue i s f o r 

the Drinkard. 

The primary o b j e c t i v e of t h i s c r o s s - s e c t i o n i s 

j u s t t o show you the r e l a t i o n s h i p s , t h a t the B l i n e b r y i s 

800 f e e t above the Tubb. I t ' s a t 6000 f e e t , approximately, 

and there's a pay zone there about 10 f e e t t h i c k a t the top 

of t h e B l i n e b r y t h a t i s one of our two primary o b j e c t i v e s . 

The second primary o b j e c t i v e i s i n the Tubb, l o o k i n g a t the 

second w e l l . I t ' s g e n e r a l l y about t h a t 70-foot i n t e r v a l 

below the top of the Tubb-Dolomite. 

And we've d r i l l e d 22 deep w e l l s out i n t h i s area 

now t h a t we have covered w i t h 3-D seismic, and t h a t seismic 

helps us t o f i n d the best places t o encounter p o r o s i t y i n 

these two i n t e r v a l s . I n t h i s p a r t i c u l a r l o c a t i o n i t ' s not 

the same place. Hence, we're doing a s l a n t w e l l t o 

encounter the best p o r o s i t y and achieve the most e f f e c t i v e 

way of recovering the o i l . 

Q. Now, the — again, the two main zones of i n t e r e s t 

are the B l i n e b r y and the Tubb? 

A. Yes, s i r . 

STEVEN T. BRENNER, CCR 
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Q. And what other zones are th e r e of i n t e r e s t i n 

t h i s w e l l ? 

A. The two secondary o b j e c t i v e s w i l l be the 

Drin k a r d , which i s down a t 6800 f e e t — i t i s p r o d u c t i v e on 

the f o u r t h and f i f t h w e l l s on the c r o s s - s e c t i o n — and then 

the f o u r t h o b j e c t i v e i s the Abo, which i s down a t 7400 f e e t 

i n t he C o l l Number 1, and e x h i b i t s i n d i c a t i o n s of 

p e r m e a b i l i t y and p o r o s i t y . So our t o t a l depth w i l l be 7800 

f e e t . 

Q. Let's move on t o your E x h i b i t 7 and describe why 

the w e l l i s being d i r e c t i o n a l l y d r i l l e d and what zones — 

how you hope t o get these zones — or maximize these zones 

i n t he proposed well? 

A. Okay, E x h i b i t 7 i s a c t u a l l y f i v e separate maps. 

The f i r s t map i s a production map. I n yellow there's f o u r 

d i f f e r e n t w e l l s i n the s e c t i o n t h a t produce from the 

b l i n e b r y . The most economic one i s the Red Tag Number 2 i n 

the Northeast of the southwest, and i t has appreciably more 

gas. I t ' s made 530 m i l l i o n cubic f e e t . 

The second map i s a s t r u c t u r e map on top of the 

B l i n e b r y , and what i t shows i s t h a t t h a t w e l l i s 

s t r u c t u r a l l y higher than the other w e l l s . And we t h i n k 

s t r u c t u r e i s important i n the storage of gas r e l a t i v e t o 

o i l a t the top of the s t r u c t u r e . 

The t h i r d map i s a B l i n e b r y p o r o s i t y isopach map, 
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and t h i s i s based on the seismic amplitude a t the top of 

the B l i n e b r y . What we have seen from our h i s t o r y i s t h a t 

the areas t h a t have lower amplitude, they are associated 

w i t h p o r o s i t y , and areas of higher amplitude are associated 

w i t h areas t h a t are t i g h t . We've d r i l l e d s e v e r a l w e l l s 

t h a t are t i g h t , and j u s t south of the White Owl we f i n d one 

of those t i g h t areas t h a t ' s colored p u r p l e . So we want t o 

stay n o r t h of t h a t i n our l o c a t i o n . So our l o c a t i o n shown 

on the White Owl i n the northwest northwest i s shown where 

t h e r e should s t i l l be 9 t o 10 f e e t of p o r o s i t y . 

Then you go t o the next two maps, and i t ' s 

s l i g h t l y d i f f e r e n t , the top of the Tubb Dolomite. We're 

now encountering the top of the Tubb a t 1000 f e e t from the 

n o r t h l i n e , whereas a t the B l i n e b r y we were 800 f e e t from 

the n o r t h l i n e . 

And a t the Tubb, the second map, the Tubb 

dolomite p o r o s i t y map, t h a t ' s where we would encounter the 

best p o r o s i t y . Were we t o encounter i t a t the same 

l o c a t i o n as the B l i n e b r y , we would be t i g h t i n the B l i n e b r y 

and vice-versa, a l i t t l e b i t f u r t h e r south of the B l i n e b r y 

we'd be t i g h t i n the Tubb. 

Q. Okay. So i n other words, i t ' s k i n d of a 

compromise. You're t r y i n g t o h i t both the Tubb and the 

B l i n e b r y a t good p o s i t i o n s , but those p o s i t i o n s are 

d i f f e r e n t from each other? 
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A. They're 200 f e e t o f f s e t , yes. 

Q. Okay. Because of the geology t h a t you've j u s t 

discussed, e s p e c i a l l y i n the Tubb, i s i t necessary t o be 

s l i g h t l y unorthodox i n the Tubb? 

A. Yes, w e ' l l be encountering the top of the Tubb 

1000 f e e t from the n o r t h l i n e , which — This i s j u s t b a r e l y 

unorthodox. 

Q. Okay. Now, a t the base of the Tubb i t might be 

even more unorthodox; i s t h a t correct? 

A. Probably c l o s e r t o 1100 f e e t . 

Q. Okay. And w i t h the w e l l proposal, which — or 

the d i r e c t i o n a l d r i l l i n g plan, the wellbore w i l l keep 

heading south; i s t h a t correct? So you w i l l get the — say 

the Abo — or i s i t the — the Abo, a t also an unorthodox 

l o c a t i o n ? 

A. Yeah, the bottom of the w e l l i s planned f o r 1300 

f e e t . That's using a 16-degree angle s t a r t i n g a t a k i c k o f f 

p o i n t of 4500 f e e t . 

Q. Okay, and i s E x h i b i t 9 simply a copy of the C-102 

w i t h the d r i l l i n g prognosis attached? 

A. Yes, i t i s . 

Q. Mr. W o r r a l l , were E x h i b i t s 7, 8 and 9 prepared by 

you or compiled from company business records? 

A. I prepared E x h i b i t s 7 and 8, and E x h i b i t 9 was 

prepared by Capataz Operating. 
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Q. Okay. And i n your op i n i o n , i s the g r a n t i n g of 

t h i s A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

pre v e n t i o n of waste? 

A. Yes, i t i s . 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of E x h i b i t s 7 through 9. 

EXAMINER JONES: E x h i b i t s 7 through 9 w i l l be 

admitted t o evidence. 

EXAMINATION 

BY EXAMINER JONES: 

Q. Mr. W o r r a l l , where d i d you say your k i c k o f f would 

be? 4200? 

A. 4500 f e e t . 

Q. 4500 feet? Okay, you're g e t t i n g p r e t t y close t o 

the — t o being unorthodox t o the west t h e r e a l s o . What, 

are you t r y i n g t o stay a t 330 the whole way down? 

A. Yes, and t h e y ' l l have a d r i l l i n g motor. 

Q. Okay. 

A. And Scott Davis can speak more — 

MR. BRUCE: Mr. Examiner, although I wasn't 

planni n g on b r i n g i n g him up, the operator i s here and could 

discuss the d r i l l i n g — 

EXAMINER JONES: Good. 

MR. BRUCE: — plan. 

Q. (By Examiner Jones) Okay. So you pl a n on — 
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Now, you d i d n ' t say much about the San Andres, but you want 

i t i n cluded i n t h i s compulsory pooling? 

A. San Andres i s a zone i n our 22 w e l l s . I t ' s been 

p r o d u c t i v e i n a couple of w e l l s . I t k i n d of comes and goes 

w i t h the presence of p o r o s i t y . So i t ' s a p o s s i b i l i t y . 

Q. Okay. 

A. I t ' s not a primary o b j e c t i v e . 

Q. And as f a r as the Abo goes, you're going way on 

down t o where — your f i n a l l o c a t i o n , 1310 from the n o r t h 

l i n e ? 

A. 1300. 

Q. 13 00, okay. And the Abo — That's the bottom of 

the w e l l , or the bottom of the Abo? 

A. I t i s both. 

Q. Both, okay. And i f you complete the Abo, would 

t h a t be completed a t 1300? 

A. The p e r f o r a t i o n s , you know, u s u a l l y have an e x t r a 

100 f e e t of r a t h o l e — 

Q. Okay. 

A. — so i t would probably be around 1250 — 

Q. Okay. 

A. — back t o 1200 f e e t from n o r t h . 

Q. Okay, so 1250 would be your nonstandard l o c a t i o n 

depth, maximum nonstandard l o c a t i o n — 

A. Yes, s i r , somewhere i n t h a t range. 
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Q. And you're encroaching on the 40 acres t o the 

south, which Mr. Leonard sai d was owned by you guys? 

A. Yes. 

Q. And i t ' s common ownership, as f a r as — d r i l l i n g . 

So a c t u a l l y — so t h i s whole t h i n g i s being d r i v e n by 

geology, and — You located these s t r u c t u r e s by — and the 

p o r o s i t y and every t h i n g , w i t h w e l l c o n t r o l ; i s t h a t r i g h t ? 

Or seismic and w e l l c o n t r o l ? 

A. Yes, we have seismic, 3-D seismic, t h a t ' s 110-

f o o t l i n e s each d i r e c t i o n . 

Q. Okay. 

A. And then we've t i e d t h a t w i t h 22 w e l l s t h a t we've 

d r i l l e d , as w e l l as other w e l l s t h a t have been d r i l l e d on 

the survey. 

Q. So you're r e a l l y focusing i n on t h i s area? 

A. Yes, we've been d r i l l i n g here f o r seven years. 

EXAMINER JONES: Okay, okay. I t looks l i k e 

t h a t ' s about a l l I have t o ask a t t h i s time. 

Mr. Brooks? 

MR. BROOKS: Nothing, thank you. 

EXAMINER JONES: Okay, thanks a l o t , Mr. W o r r a l l . 

MR. BRUCE: Mr. Examiner, i f you have some 

questions, Mr. Scott Davis of Capataz Operating i s here, 

and — 

EXAMINER JONES: Yes. 
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MR. BRUCE: -- we can put him on the stand and 

you can ask him questions of the d r i l l i n g of the w e l l . 

EXAMINER JONES: Yeah, Mr. Davis. Was he sworn 

i n e a r l i e r ? 

MR. DAVIS: Yes. 

EXAMINER JONES: Okay. 

SCOTT DAVIS. 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Davis, i f you could s t a t e your name and c i t y 

of residence. 

A. Scott Davis, Midland, Texas. 

Q. And who do you work f o r and — 

A. I work f o r Capataz Operating, I n c . , a l i c e n s e d 

o i l and gas operator i n the State of New Mexico. We're a 

small o p e r a t i o n . I'm the presid e n t , c h i e f cook and b o t t l e 

washer. 

Q. And was E x h i b i t 9 prepared a t your request? 

A. Yes, i t was. 

MR. BRUCE: Okay. Mr. Examiner? 

EXAMINATION 

BY EXAMINER JONES: 

Q. Okay, Mr. Davis, t h i s w e l l l o c a t i o n 330 from the 
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west l i n e , i f i t deviates from t h a t , i t w i l l r e q u i r e a 

nonstandard l o c a t i o n t o the west? 

A. Well, a t 4500 f e e t we w i l l go i n the hole w i t h an 

MWD t o o l and a gyro and determine e x a c t l y where we are a t 

t h a t p o i n t . And we w i l l then steer t h a t t o o l , t o t h e best 

of our a b i l i t y , t o the l o c a t i o n s t h a t we have s t i p u l a t e d 

here. 

There may be some v a r i a t i o n , c l e a r l y . I can't 

say t h a t when we get t o 4500 f e e t t h a t we're going t o be 

not 329 f e e t . I would expect us t o be very much on t a r g e t , 

and we w i l l s teer the t o o l t o ensure t h a t we are not 

encroaching on t h a t 330 f o o t . I f we're going t o e r r , we're 

going t o e r r i n the other d i r e c t i o n . And w e ' l l have the 

gyro i n the hole, so w e ' l l have the a b i l i t y t o monitor t h a t 

on a constant basis. 

Q. Okay, so i t ' s not — you don't do i t l i k e i n t h e 

o l d days w i t h a percentage — 

A. No, and you don't s t i c k a whipstock i n the hole 

and j u s t take o f f w i t h a whipstock angle. We have a 

s t e e r i n g c a p a b i l i t y — 

Q. Okay. 

A. — on the t o o l , so we w i l l be able t o p r e t t y w e l l 

be where we want t o be. 

Q. Okay. So you're using a d i r e c t i o n a l compass? 

A. That's c o r r e c t , we're using p a t h f i n d e r 
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d i r e c t i o n a l . 

Q. Okay, and you're going t o be t u r n i n g and s l i d i n g 

the whole way then? 

A. Correct, t h a t ' s c o r r e c t . 

Q. Okay. And you d r i l l w i t h r e g u l a r mud? I mean — 

A. We d r i l l w i t h a b r i n e system. T y p i c a l l y w e ' l l 

keep a water loss below 10. We have a v i s c o s i t y of 28 t o 

32 v i s . We don't put a l o t of mudlog — 

Q. Okay. 

A. — i t ' s unnecessary. There are very few d r i l l i n g 

problems i n t h i s area t h a t r e q u i r e mudding up. 

Q. Okay. And have you guys d r i l l e d other 

d i r e c t i o n a l w e l l s out here? 

A. Not out here, no. We have r e c e n t l y re-entered a 

d i r e c t i o n a l w e l l t h a t Exxon d r i l l e d some years ago j u s t t o 

the south of us here, and they d r i l l e d p r e t t y much i n the 

same angle o r i e n t a t i o n and k i c k o f f p o i n t t h a t we d i d . 

The reason they were doing i t was because of 

surface problems. That had t o get up underneath some 

e f f l u e n t water ponds t h a t the C i t y of Hobbs had out t h e r e , 

so they s t a r t e d a t the south side of those ponds and 

d r i l l e d up underneath t o t h e i r o b j e c t i v e i n the Devonian 

fo r m a t i o n . 

I t was a dry hole. They plugged and abandoned 

the w e l l . We came back i n w i t h a d r i l l i n g r i g and r e -

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

28 

entered i t , f o l l o wed t h e i r o l d wellbore r i g h t t o TD, and we 

have recompleted t h a t w e l l as a Tubb producer. 

Q. Okay. The degree w i l l be 16 degrees? 

A. Approximately, yes. 

Q. P r e t t y much c o n s i s t e n t l y on down there? 

A. Yes. Yeah, we're t r y i n g t o keep a smooth angle 

t o minimize our production d i f f i c u l t i e s i n the f u t u r e . 

Q. Speaking of t h a t — speaking of before t h a t , the 

completion, i s i t a problem t o f r a c a 16-degree — 

A. No, we f r a c ' d the L&M w e l l t o the south w i t h no 

d i f f i c u l t y whatsoever. The d i f f i c u l t y r e a l l y occurs i n the 

rod pumping — 

Q. Okay. 

A. — and t h a t becomes expensive, some — very 

expensive. 

Q. So you're not r e a l happy about t h i s t h i n g , i s 

what — 

A. Well, I w i l l be happy when we have a successful 

completion. 

Q. Right, r i g h t , yeah. Lots of rod guides out 

t h e r e . 

A. Lots of rod guides. 

EXAMINER JONES: Okay, w e l l thanks very much f o r 

coming up today and answering questions. 

MR. BRUCE: I have nothing f u r t h e r i n t h i s 
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matter, Mr. Examiner. 

EXAMINER JONES: Okay. With t h a t , w e ' l l take 

Case 13,255 under advisement. 

(Thereupon, these proceedings were concluded a t 

10:25 a.m.) 

* * * 
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