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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF NADEL AND GUSSMAN 
PERMIAN, L.L.C., FOR SPECIAL POOL 
RULES OR, IN THE ALTERNATIVE, FOR 
A NONSTANDARD GAS SPACING AND 
PRORATION UNIT AND AN UNORTHODOX 
GAS WELL LOCATION, EDDY COUNTY, 
NEW MEXICO 

CASE NO. 13 ,115 

ORIGINAL 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, Hearing Examine®/Q 

September 4 t h , 2003 

Santa Fe, New Mexico 

SEP 

°nservt 

1 1 2003 

'ati°noivh 'Won 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , MICHAEL E. STOGNER, 

Hearing Examiner, on Thursday, September 4 t h , 2003, a t the 

New Mexico Energy, Minerals and Nat u r a l 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. 

* * * 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A P P E A R A N C E S 

FOR THE DIVISION: 

DAVID K. BROOKS, JR. 
As s i s t a n t General Counsel 
Energy, Minerals and Natural Resources Department 
1220 South St. Francis Drive 
Santa Fe, New Mexico 87505 

FOR THE APPLICANT: 

JAMES G. BRUCE 
Att o r n e y a t Law 
P.O. Box 1056 
Santa Fe, New Mexico 87504 

FOR SNOW OIL AND GAS COMPANY: 

MONTGOMERY & ANDREWS, P.A. 
Attor n e y s a t Law 
325 Paseo de Pe r a l t a 
P.O. Box 23 07 
Santa Fe, New Mexico 87504-2307 
By: PAUL R. OWEN 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:45 a.m.: 

EXAMINER STOGNER: Okay, I t h i n k we're back on 

t r a c k . Let's go t o page 2, and a t t h i s time I'm going t o 

c a l l Case Number 13,115. This i s the A p p l i c a t i o n of Nadel 

and Gussman Permian, L.L.C, f o r s p e c i a l pool r u l e s or, i n 

the a l t e r n a t i v e , f o r a nonstandard gas spacing and 

p r o r a t i o n u n i t and an unorthodox gas w e l l l o c a t i o n , Eddy 

County, New Mexico. 

C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, James Bruce of Santa 

Fe, r e p r e s e n t i n g the Ap p l i c a n t . I f you need any a d d i t i o n a l 

testimony, I do have one witness. 

EXAMINER STOGNER: Any other appearances? 

MR. OWEN: Paul Owen of the Santa Fe law f i r m of 

Montgomery and Andrews, appearing on behalf of Snow O i l and 

Gas Company. I have no witnesses. 

EXAMINER STOGNER: For the record, Mr. Bruce, 

would you please b r i n g us up t o date and gi v e us a l i t t l e 

synopsis of what's happened t o t h i s time? 

MR. BRUCE: Mr. Examiner, t h i s i n v o l v e s a w e l l 

t h a t was d r i l l e d t o t e s t the Delaware i n a — w i t h i n the 

North Esperanza-Delaware Pool. The w e l l was completed i n 

the s p r i n g t i m e . When i t f i r s t s t a r t e d producing i t was 

producing as an o i l w e l l , a l b e i t a t a high g a s - o i l r a t i o . 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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I t then — the o i l production then d e c l i n e d t o t h e p o i n t 

where i t was producing i n excess of 100,000-to-l GOR. I t 

was producing — capable of producing, I b e l i e v e , close t o 

a m i l l i o n cubic f e e t of gas per day. 

Due t o some questions by Mr. Owen's c l i e n t , the 

w e l l has been shut i n by the D i s t r i c t O f f i c e pending a 

r e s o l u t i o n of these matters. 

Nadel and Gussman o r i g i n a l l y a p p l i e d f o r e i t h e r a 

— e s s e n t i a l l y f o r a nonstandard u n i t , or f o r a 

de t e r m i n a t i o n t h a t i t was an o i l w e l l , although i t was 

producing e s s e n t i a l l y gas. 

You wrote a l e t t e r t o the D i v i s i o n e x p l a i n i n g the 

p r o v i s i o n s of Rule 506, e s s e n t i a l l y t h a t t h i s — even 

though i t was producing as a gas w e l l , i t was w i t h i n an o i l 

r e s e r v o i r , and t h e r e f o r e should be considered an o i l w e l l , 

but i t would be subject t o the casinghead gas al l o w a b l e 

which, because the o i l allowable i s 80 b a r r e l s per day, i t s 

maximum producing r a t e should be 160,000 a t the standard 

2000-to-l GOR. 

We d i d submit testimony f o u r weeks ago i n t h i s 

matter, land testimony, g e o l o g i c a l testimony and 

engineering testimony. I've brought the engineer back 

today i n case th e r e are questions. 

A f t e r some discussions, we decided t o amend the 

A p p l i c a t i o n , e i t h e r t o ask f o r a nonstandard u n i t , s t i l l , 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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i n case i t was determined t o be a gas w e l l , or, i n the 

a l t e r n a t i v e , t o amend the pool rules — or I should say to 

create special pool rules f o r the North Esperanza-Delaware 

Pool t o include a l i m i t i n g gas-oil r a t i o of 15,000 cubic 

feet of gas f o r each barrel of o i l produced. 

The reason f o r that request, as the engineer 

t e s t i f i e d , i s that because of the water the w e l l produces 

and the other problems associated with producing the w e l l , 

i f i t i s l i m i t e d t o 160,000 cubic feet of gas per day i t 

cannot produce appropriately, and that zone would probably 

have t o be abandoned, they'd have t o move uphole t o an o i l 

zone. 

As a r e s u l t , we f i l e d the request f o r the 

increased GOR, and we have also been i n discussions with 

Snow O i l and Gas regarding t h i s matter. And I don't 

believe there's an objection, I think the par t i e s are more 

or less i n a l i n e . 

One thing i s that i f — Mr. Owen and I have 

talked about, i s t h a t , i f , instead of amending the pool 

rules f o r t h i s p a r t i c u l a r pool and Nadel and Gussman was 

granted a nonstandard 80-acre gas well u n i t , Nadel and 

Gussman would c e r t a i n l y have no objection t o Snow O i l and 

Gas obtaining s i m i l a r r e l i e f i n the event i t completes a 

wel l e s s e n t i a l l y as a gas we l l . 

So we are here today. I have r e n o t i f i e d 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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everyone. I do have a n o t i c e e x h i b i t t h a t has been given 

t o everyone who would be a f f e c t e d e i t h e r by the nonstandard 

u n i t or an unorthodox gas w e l l l o c a t i o n or s p e c i a l pool 

r u l e s . 

And w i t h t h a t , I do have Mr. McCready here t o 

t e s t i f y i f you do have any questions about the s t a t u s of 

the w e l l or how i t should be produced. 

EXAMINER STOGNER: Mr. Owen, do you have any 

comments a t t h i s time? 

MR. OWEN: I do. I do not have an o b j e c t i o n . I 

b e l i e v e t h a t Mr. Bruce had adequately summarized the 

reco r d . We have reviewed the amended A p p l i c a t i o n f i l e d i n 

t h i s case, I have discussed i t w i t h Mr. Bruce and the 

c l i e n t s have discussed i t between themselves. 

I t i s my understanding t h a t t h i s case i s 

p r i m a r i l y — or under the amended A p p l i c a t i o n Nadel and 

Gussman i s p r i m a r i l y seeking the s p e c i a l pool r u l e s , 

i n c r e a s i n g the GOR, and i n the a l t e r n a t i v e asking f o r a 

nonstandard p r o r a t i o n u n i t . 

What we would request i s t h a t i f the D i v i s i o n 

chooses, i n s t e a d of a l l o w i n g the s p e c i a l pool r u l e s , i f the 

D i v i s i o n chooses t o allow the nonstandard p r o r a t i o n u n i t , 

t h a t any a d d i t i o n a l w e l l s d r i l l e d w i t h i n t h i s pool a l s o be 

allowed a s i m i l a r nonstandard p r o r a t i o n u n i t . 

EXAMINER STOGNER: What would be — or what i s 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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the proposed terra of these s p e c i a l pool r u l e s , Mr. Bruce? 

Are they t o be made permanent, or was th e r e any di s c u s s i o n 

t h a t you know of f o r the operators t o review —• 

MR. BRUCE: I don't t h i n k there's been any 

dis c u s s i o n on t h a t . I t h i n k they could be made temporary, 

as i s the normal p r a c t i c e of the D i v i s i o n . I b e l i e v e the 

testimony was t h a t t h i s was a l i m i t e d r e s e r v o i r , and 

probably by the time i t came up f o r hearing we would 

c e r t a i n l y have enough data f o r a subsequent hearing, f o r 

enough data t o e s t a b l i s h t h a t . 

But a t t h i s time — They could probably be made 

permanent on what we know, but t o be on the safe side I 

would request t h a t they be made temporary, perhaps j u s t f o r 

a year. 

Sometimes the D i v i s i o n does a year and a h a l f or 

two years, but I t h i n k a year would be s u f f i c i e n t time t o 

see what else might occur i n t h i s pool because of t h i s gas 

s t r i n g e r t h a t t h i s w e l l i s completed i n . 

EXAMINER STOGNER: I don't b e l i e v e I — I don't 

have any questions f o r your witness. 

Mr. Owen, do you have any d e s i r e t o cross-examine 

or examine Mr. Bruce's witness? 

MR. OWEN: I do not. 

EXAMINER STOGNER: I s the r e any questions? 

MR. BROOKS: No questions. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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EXAMINER STOGNER: Then w i t h t h a t , Case Number 

13,115 w i l l be taken under advisement a t t h i s time. 

Thank you, gentlemen. 

MR. BRUCE: Thank you. 

(Thereupon, these proceedings were concluded a t 

8:53 a.m.) 

* * * 

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

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE ) 

I , Steven T. Brenner, C e r t i f i e d Court Reporter 

and Notary P u b l i c , HEREBY CERTIFY t h a t the f o r e g o i n g 

t r a n s c r i p t of proceedings before the O i l Conservation 

D i v i s i o n was repor t e d by me; t h a t I t r a n s c r i b e d my notes; 

and t h a t the foregoing i s a t r u e and accurate r e c o r d of the 

proceedings. 

I FURTHER CERTIFY t h a t I am not a r e l a t i v e or 

employee of any of the p a r t i e s or at t o r n e y s i n v o l v e d i n 

t h i s matter and t h a t I have no personal i n t e r e s t i n the 

f i n a l d i s p o s i t i o n of t h i s matter. 

WITNESS MY HAND AND SEAL September 4 t h , 2003. 

CCR No. 7 

My commission expires: October 16th, 2 006 

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



BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION 

APPLICATION OF NADEL AND GUSSMAN 
PERMIAN, L.L.C. FOR SPECIAL POOL 
RULES, OR IN THE ALTERNATIVE FOR 
A NON- STANDARD GAS SPACING AND 
PRORATION UNIT AND AN UNORTHODOX 
GAS WELL LOCATION, EDDY COUNTY, 
NEW MEXICO. Case No. 13115 (Readvertised) 

AFFIDAVIT REGARDING NOTICE 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE ) 

James Bruce, being d u l y sworn upon h i s oath, deposes and 
st a t e s : 

1. I am over the age of 18, and have personal knowledge of 
the matters set f o r t h h e r e i n . 

2. I am an a t t o r n e y f o r A p p l i c a n t . 

3. A p p l i c a n t has conducted a good f a i t h , d i l i g e n t e f f o r t t o 
f i n d the names and c o r r e c t addresses of the i n t e r e s t owners 
e n t i t l e d t o recei v e n o t i c e of the A p p l i c a t i o n f i l e d h e r e i n . 

4. Notice of the A p p l i c a t i o n was provide d t o the i n t e r e s t 
owners at t h e i r c o r r e c t addresses by c e r t i f i e d m a i l . Copies of the 
no t i c e l e t t e r and c e r t i f i e d r e t u r n r e c e i p t s are attached hereto as 
E x h i b i t A. 

5. A p p l i c a n t has complied wi^fh/the .notice p r o v i s i o n s of 
D i v i s i o n Rule 1207. 

James Bruce 

SUBSCRIBED AND SWORN TO before /ne t h i s 3 r d day of September, 
2 003, by James Bruce. 

Notary P u b l i c 

My Commission Expires: Qlh CONSERVATION DIVISION 
. : - 3/14/05 ^ A 

CASE NUMBER 

. ^ / / ^ W ^ E X H I B I T J l 



JAMES BRUCE 
ATTORNEY AT LAW 

POST OFPICE BOX 1056 
SANTA FE, NEW MEXICO 87504 

369 MONTEZUMA, NO. 213 
SANTA FE, NEW MEXICO 87501 

(505) 982-2043 (PHONE) 
(505) 982-2151 (FAX) 

jamesbruc@aol.com 

August 14, 2003 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

To: Persons on E x h i b i t A 

Ladies and Gentlemen: 

Enclosed i s a copy o f an amended a p p l i c a t i o n f o r s p e c i a l pool 
r u l e s , or i n the a l t e r n a t i v e f o r a non-standard gas spacing and 
p r o r a t i o n u n i t , f i l e d w i t h the New Mexico O i l Conservation D i v i s i o n 
by Nadel and Gussman Permian, L.L.C., r e g a r d i n g l a n d i n Section 28, 
Township 21 South, Range 27 East, N.M.P.M., Eddy County, New 
Mexico. This a p p l i c a t i o n i s scheduled t o be heard a t 8:15 a.m. on 
Thursday, September 4, 2003 at the D i v i s i o n ' s o f f i c e s a t 1220 South 
St. Francis D r i v e , Santa Fe, New Mexico 87505. As an o f f s e t 
operator or i n t e r e s t owner, you have the r i g h t t o appear a t the 
hearing and present evidence. F a i l u r e t o appear a t the hearing 
w i l l preclude you from c o n t e s t i n g t h i s m atter a t a l a t e r date. 

You are requested t o n o t i f y the D i v i s i o n , and the undersigned, by 
Friday, August 29, 2003, i f you i n t e n d t o e n t e r an appearance and 
p a r t i c i p a t e i n the case. 

Ve^yl t r u l y yours, 

James Bruce/ 

Attorney f o r Nadel and Gussman Permian, L.L.C. 



EXHIBIT A 

Bureau of Land Management 
2909 West Second S t r e e t 
Roswell, New Mexico 88201 

Devon Energy Production Company, L.P. 
P.O. Box 108838 
Oklahoma C i t y , Oklahoma 73101-8838 

A t t e n t i o n : Ken Gray 

OXY USA WTP L i m i t e d P a r t n e r s h i p 
P.O. Box 50250 
Midland, Texas 79710 

Snow O i l & Gas, I n c . 
P.O. Box 1277 
Andrews, Texas 79714 

Key Production Co., I n c . 
Suite 3300 
707 17th S t r e e t 
Denver, Colorado 80202 

Mark T. Owen 
3323 Providence D r i v e 
Midland, Texas 79707 

Redfern E n t e r p r i s e s , I n c . 
P.O. Box 2127 
Midland, Texas 79702 

EXCO Resources, I n c . 
Central Resources, I n c . 
RKC, Inc. 
Suite 600 
6500 G r e e n v i l l e Avenue 
Dallas, Texas 75206 

Texas Independent E x p l o r a t i o n , I nc. 
Rick Zimmerman 
Suite 3800 
1600 Smith S t r e e t 
Houston, Texas 77002 

Robert St. John 
4647 West Ponds C i r c l e 
L i t t l e t o n , Colorado 80123 

J. Hiram Moore 
Suite 404 
310 West Wall 
Midland, Texas 7970 

Mewbourne O i l Company 
Suit e 1020 
5 00 West Texas 

1 Midland, Texas 79701 
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