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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: 

HEARING CALLED BY THE OIL 
CONSERVATION DIVISION 

CASE NO. 1 1 , 1 3 1 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

November 10th, 1994 

Santa Fe, New Mexico 

This matter came on f o r hearing before the O i l 

Conservation D i v i s i o n on Thursday, November 10th, 1994, a t 

Morgan H a l l , State 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, before 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 

11:11 a.m.: 

EXAMINER CATANACH: At t h i s time we s h a l l c a l l 

Case 11,131, i n the matter of the hearing c a l l e d by the O i l 

Conservation D i v i s i o n ("Division") on i t s own motion t o 

permit the operator, Donald S h a r r a t t , and a l l other 

i n t e r e s t e d p a r t i e s t o appear and show cause why the Baker 

"C" Well No. 1 located i n U n i t A of Section 26, Township 22 

South, Range 37 East, Lea County, New Mexico, should not be 

plugged and abandoned i n accordance w i t h a D i v i s i o n -

approved plugging program. 

Are th e r e appearances i n t h i s case? 

MR. CARROLL: Yes, may i t please the Examiner, my 

name i s Rand C a r r o l l , and I'm here r e p r e s e n t i n g the O i l 

Conservation D i v i s i o n . 

EXAMINER CATANACH: Are the r e a d d i t i o n a l 

appearances? 

There being none, w i l l the witness please stand 

and be sworn i n a t t h i s time? 

(Thereupon, the witness was sworn.) 

EXAMINER CATANACH: Mr. C a r r o l l , you may proceed. 

MR. CARROLL: Thank you. 

EXAMINER CATANACH: (To Witness) You may be 

seated. 

STEVEN T. BRENNER, CCR 
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MICHAEL E. STOGNER. 

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. CARROLL: 

Q. Mr. Stogner, w i l l you please s t a t e your name, 

your place of residence, your employer and your p o s i t i o n ? 

A. I'm Michael E. Stogner, I r e s i d e i n Estancia, New 

Mexico, Torrance County. I am employed w i t h the New Mexico 

O i l Conservation D i v i s i o n a t 2040 Pacheco S t r e e t here i n 

Santa Fe as a petroleum engineer and hearing examiner. 

Q. Have you t e s t i f i e d before the D i v i s i o n before and 

had your q u a l i f i c a t i o n s as a petroleum engineer accepted as 

an expert witness? 

A. Yes, I have. 

MR. CARROLL: I tender Mr. Stogner as an expert 

witness. 

EXAMINER CATANACH: That i s — Mr. Stogner, I 

be l i e v e t h a t i s 2040 South Pacheco, the new address f o r the 

D i v i s i o n , and we w i l l tender Mr. Stogner as an expert. 

THE WITNESS: I s n ' t t h a t what I said? 

EXAMINER CATANACH: (Shakes head) 

THE WITNESS: Oh, so r r y . 

Q. (By Mr. C a r r o l l ) Mr. Stogner, have you had a 

chance t o review the w e l l f i l e maintained by the O i l 

STEVEN T. BRENNER, CCR 
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Conservation D i v i s i o n f o r the w e l l i n question i n t h i s 

case? 

A. Yes, I have. 

Q. And i s t h i s w e l l f i l e maintained by the O i l 

Conservation D i v i s i o n i n i t s o r d i n a r y course of business? 

A. Yes. I n f a c t , there's two sets, one i n the Hobbs 

D i s t r i c t O f f i c e and one here i n Santa Fe. 

Q. Mr. Stogner, what i s the l o c a t i o n of the w e l l i n 

question? 

A. This p a r t i c u l a r w e l l , the Baker "C" Well Number 

1, i s loc a t e d 660 f e e t from the n o r t h and east l i n e s , 

t h a t ' s i n U n i t A of 26, Township 22 South, Range 37 East, 

i n Lea County, New Mexico. I t ' s about, oh, f i v e m i les 

south of Eunice. 

Q. Okay. And i s the l o c a t i o n marked on what i s 

marked as OCD E x h i b i t Number 1? 

A. Yes, E x h i b i t Number 1 i s e s s e n t i a l l y a copy of 

the Midland Map Company map w i t h an arrow i n d i c a t i n g the 

su b j e c t w e l l . 

Q. Mr. Stogner, have th e r e been any problems 

rega r d i n g , I guess, p r e s s u r i z a t i o n of s a l t water w i t h i n the 

su b j e c t area? 

A. Yes, and I have included two e x h i b i t s , E x h i b i t s 

2A and 2B, and t h i s w e l l i s located i n an area 

a f f e c t i o n a t e l y known i n the Hobbs D i s t r i c t O f f i c e as the 
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5003 area, i n which there were several hearings back i n the 

e a r l y Seventies t o address the p r e s s u r i z a t i o n of the s a l t , 

p o s s i b l y by secondary recovery and water d i s p o s a l i n the 

upper Queen formations and L a n g l i e - M a t t i x area. 

I've included these two orders, t h a t ' s Order 

Number R-4936 i n Case 5377; and Case 5403, i n which 

r e s u l t e d i n Order Number R-5003. And i f you note i n 

E x h i b i t 2B, i f you go over t o page number 10, t h i s 

p a r t i c u l a r w e l l i n question was ordered — or was i t 

provided i n t h i s order t h a t i t be squeezed-cemented. 

So t h i s w e l l not only had the i n i t i a l completion, 

i t a l s o was squeeze-cemented pursuant t o t h i s order f o r 

a d d i t i o n a l p r o t e c t i o n from t h i s pressurized area. 

Q. Was t h a t cementing ever accomplished? 

A. I b e l i e v e i t was, and I'm r e f e r r i n g now t o 

E x h i b i t Number 3. This i s a copy of the w e l l f i l e here i n 

the OCD o f f i c e here i n Santa Fe f o r t h i s p a r t i c u l a r w e l l . 

Just a l i t t l e b r i e f h i s t o r y . This w e l l was 

d r i l l e d i n the mid-1955 by S k e l l y O i l Company. And i t was 

TD'd, t o t a l depth, 6140 f e e t , and — w i t h a 7-inch casing, 

cemented w i t h 400 sacks of cement. 

And about the time t h i s order was w r i t t e n — Oh, 

and i t was completed i n the B l i n e b r y O i l and Gas. I t k i n d 

of f l i p p e d back and f o r t h as being a B l i n e b r y o i l producer 

and a B l i n e b r y gas producer. 
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I f you r e f e r t o a sundry n o t i c e — and I'm s o r r y , 

I don't have the pages numbered — i t ' s a Form C-103, dated 

January 8t h , 1975, i n which there was n o t i c e of i n t e n t t o 

squeeze-cement by S k e l l y the 7-inch casing. And r e f e r r i n g 

t o the page p r i o r t o t h a t , which i s a sundry n o t i c e f o r 

subsequent r e p o r t of casing connection, September 25th, 

1975, i n which i t also s t a t e s i n th e r e t h a t we had an OCD 

employee i n s p e c t i n g s a i d w e l l and remedial work. 

And e v e n t u a l l y S k e l l y became Getty O i l Company, 

and — about 1977. So the w e l l changed ownership. 

A c t u a l l y , i t was a buy-out. And i t stayed w i t h Getty as a 

B l i n e b r y producer u n t i l Texaco bought Getty out i n 198- — 

I t looks l i k e 1985. 

I n June of 1988 the w e l l was t e m p o r a r i l y — I'm 

s o r r y , December of 1987, the w e l l was t e m p o r a r i l y abandoned 

by Texaco, and the reason f o r t h a t was a casing leak. The 

w e l l was t e m p o r a r i l y abandoned f o r f u r t h e r e v a l u a t i o n of 

p o t e n t i a l p roduction. 

And i t ' s not c l e a r i f remedial work was done 

subsequent t o t h a t r e p o r t , and I r e f e r t o the C-103, dated 

June 1st , 1988. 

Subsequent t o t h a t time, i n 1991, Texaco 

Producing, Incorporated, s o l d t h i s w e l l t o O'Ryan O i l and 

Gas Company. 

And then i n 1993, O'Ryan sold t o Donald S h a r r a t t 
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t h i s p a r t i c u l a r w e l l . And i t was designated f o r those 

two — as f a r as I can t e l l , w i t h those two purchases t h a t 

the w e l l remained shut i n . I t was also noted t h a t remedial 

work would s t i l l have t o be done on t h a t w e l l , pursuant t o 

a l l i n d i c a t i o n s i n the w e l l f i l e . 

Q. And what i s the c u r r e n t c o n d i t i o n of the w e l l ? 

A. Okay, the c u r r e n t c o n d i t i o n of t h i s w e l l i s , i t ' s 

f l o w i n g s a l t water t o the surface. E v i d e n t l y there's a 

hole i n the casing i n t h i s s a l t zone, and i f the w e l l 

remains shut i n i t w i l l b u i l d a pressure of about 900 

p . s . i . , and we're t a l k i n g about a leak somewhere a t the 

depth i n t e r v a l between about 1250 t o 2300 f e e t . 

The present wellhead on t h i s w e l l i s a low-

pressure wellhead, and i t ' s somewhat o l d . I f the w e l l was 

t o pressure — or be shut i n and pressured up, there's a 

p o t e n t i a l t h a t the w e l l would blow out. 

There are also i n d i c a t i o n s — and I can go i n t o 

them i n subsequent d e t a i l — about water f l o w i n g or 

p e r c o l a t i n g t o the surface l a s t year. 

Q. And i s t h i s leak a danger t o f r e s h water i n the 

area? 

A. Yes, i t i s . 

Q. Has the D i v i s i o n t r i e d t o contact the operator t o 

have the operator c o r r e c t t h i s s i t u a t i o n ? 

A. Yeah, I r e f e r t o E x h i b i t Number 4, which i s a 
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packet of correspondence, and s t a r t i n g i n the back i s a 

memorandum, and I'm not sure what the d e t a i l of t h a t — And 

t h a t memorandum i s dated February 3rd, 1993. 

But I w i l l r e f e r t o the l e t t e r , February 4 t h , 

1993, which was a l e t t e r from J e r r y Sexton t o Mr. Donald 

S h a r r a t t , n o t i f y i n g him — and t h i s was s h o r t l y a f t e r he 

e v i d e n t l y acquired i t from O'Ryan resources — r e f e r r i n g t o 

some problems i n the w e l l t h a t needed remedial work done t o 

i t . 

Subsequent t o t h a t l e t t e r , on J u l y 29th, 1993, a 

f i e l d i n s pector i n the Hobbs D i s t r i c t O f f i c e r e p o r t e d water 

coming t o the surface s l i g h t l y t o the n o r t h of the 

wellhead, f l o w i n g i n t o a p i t on the l o c a t i o n . That's what 

got t h e b a l l r o l l i n g . 

And Mr. Paul Kautz, the g e o l o g i s t i n the Hobbs 

D i s t r i c t O f f i c e , wrote a l e t t e r t o Mr. S t o v a l l , requesting 

t h a t — or n o t i f y i n g the Hobbs — I mean the Santa Fe 

o f f i c e , of t h i s problem and p o t e n t i a l problem and t h a t we 

s t a r t a c t i o n on g e t t i n g t h i s w e l l plugged. 

By l e t t e r , August 3rd, 1993, Mr. S h a r r a t t was 

n o t i f i e d by J e r r y Sexton about the problem and t h a t he had 

the w e l l plugged. 

And August 18th, 1993, by c e r t i f i e d l e t t e r , Mr. 

S h a r r a t t responded t o Mr. Sexton's l e t t e r , and e s s e n t i a l l y 

he s t a t e s i n here t h a t he's out of money and requests 

STEVEN T. BRENNER, CCR 
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emergency assistance t o get the w e l l plugged. 

And t h a t ' s where we stand today. So t h i s w e l l 

has e s s e n t i a l l y been f l o w i n g from J u l y of 1993 t o present. 

I might add t h a t Rice Engineering has been 

g r a c i o u s l y disposing of — or keeping the w e l l bled down, 

and any water t h a t has come out, they have been disposing 

of i t i n t h e i r f a c i l i t i e s since t h a t time. 

And the l a s t l e t t e r , on the f r o n t page, September 

12th, 1994, i s a c e r t i f i e d m a i l t o Mr. S h a r r a t t , n o t i f y i n g 

him of t h i s hearing. 

Q. Let's see, the l e t t e r on top i s a c t u a l l y a l e t t e r 

saying we w i l l schedule show-cause hearing i f he doesn't 

respond t o t h i s c e r t i f i e d l e t t e r ? 

A. Yes, s i r . 

Q. And E x h i b i t 5 i s , I guess, more documentation as 

t o — r e p o r t s from the f i e l d person as t o the c o n d i t i o n of 

the w e l l ? 

A. Yes, a f t e r the w e l l was found t o be p e r c o l a t i n g 

water i n t o t h a t p i t , a d a i l y review was made of t h i s w e l l , 

and a pressure gauge was i n s t a l l e d on i t . 

The w e l l was shut i n , and pressure was b u i l d i n g 

up on the w e l l , and whenever i t was released the pressure 

was checked and i t d i d go down t i l l e v e n t u a l l y t h a t a l l 

f l o w ceased and the pressure gauge on the w e l l i n d i c a t e d 

zero, but gas and f l u i d could s t i l l be heard p e r c o l a t i n g 
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down i n the w e l l b o r e . 

And t h i s i s j u s t a copy of the d a i l y r e p o r t s by 

our f i e l d man, Charles P e r r i n , t o our D i s t r i c t Supervisor, 

Mr. J e r r y Sexton, down i n the Hobbs o f f i c e . 

Q. I n E x h i b i t 6 there are some p i c t u r e s of the w e l l 

s i t e ? 

A. Yeah, E x h i b i t 6 i s t e n — oh, l e t ' s see, I t h i n k 

t h a t ' s 6-by-3-l/2 c o l o r glossy photos, w i t h a paragraph 

underneath each one d e s c r i b i n g what i t i s and what i s seen. 

E s s e n t i a l l y , i t shows on the surface, the surface 

f a c i l i t i e s t h a t are s t i l l out there on the w e l l , i n c l u d i n g 

a heater t r e a t e r , a p i t , wellhead, a base f o r a pumping 

u n i t . A l l t h i s equipment i s s t i l l out t h e r e . 

And also — i t ' s not very c l e a r on the s a i d 

6-by-3-l/2 glossy photos — s a l t w a t e r contamination on the 

ground. 

But t h a t ' s why I submitted t h i s , these packet of 

p i c t u r e s . 

Q. Has the operator posted a bond t o be used f o r 

p l u g g i n g t h i s well? 

A. Yes, s i r . Refer t o E x h i b i t Number 7. This i s a 

one-well plugging bond f o r the amount of $7500, because of 

the depth of the w e l l , from Donald S h a r r a t t whenever he 

acquired t h a t w e l l , back i n 1993 or January of 1993, and 

the bond i s a cash bond w i t h United New Mexico Bank having 
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the deposit c o n t r a c t . 

And by the way, United New Mexico Bank i n Hobbs, 

now Norwest New Mexico, and as i n d i c a t e d on the 

advertisement. 

Q. Does the O i l Conservation D i v i s i o n have a 

pl u g g i n g program f o r the plugging of t h i s w e l l — 

A. Yes. 

Q. — t h a t they recommend? 

A. I'm s o r r y . Yes, the Hobbs D i s t r i c t O f f i c e has 

prepared one. I don't have i t w i t h me a t t h i s time, but 

I ' d l i k e t o request t h a t we supply t h a t subsequent t o 

today's hearing. 

They have an i n i t i a l plugging program i n which 

the bottom o f the w e l l , of course, be plugged and t h a t a 

bridge p l u g both below and above the pressurized s a l t 

s e c t i o n be placed i n t h a t w e l l . 

But i t ' s one of those t h i n g s i n t h i s p a r t i c u l a r 

w e l l , t hey're not going t o know u n t i l they get i n t o i t t o 

see what i s going on. So there i s a p o s s i b i l i t y t h e r e 

could be more damage or more problems once they r e - e n t e r 

the w e l l . 

Q. So what are your recommendations as t o what needs 

t o be done w i t h t h i s well? 

A. The w e l l be e s s e n t i a l l y c l a s s i f i e d as an urgent 

s i t u a t i o n , and t h a t the w e l l be plugged and abandoned as 
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soon as p o s s i b l e t o prevent any f u r t h e r water f l o w or other 

contamination of f r e s h waters, p o s s i b l y , out t h e r e , or any 

m i g r a t i o n of f l u i d s from one zone t o another t h a t t h i s w e l l 

may have caused and may s t i l l be causing. 

Q. And do you have a recommendation as t o whether 

the bond should be c a l l e d and the proceeds of t h a t bond 

a p p l i e d toward the plugging of t h i s w e ll? 

A. Yes, a t whatever amount i s necessary, which I 

would probably venture t o guess t h a t i t would take a l l of 

the cash i n t h i s bond t o plug t h i s w e l l , and then some. 

Q. And would plugging t h i s w e l l prevent waste or 

p r o t e c t f r e s h water i n the area? 

A. Yes, i t would. 

MR. CARROLL: Mr. Examiner, i n your f i l e i s a 

copy of two l e t t e r s t h a t were sent out, one t o Norwest 

Bank, New Mexico, and one t o Donald S h a r r a t t . They are 

dated October 20th, sent by a 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 requested. We have received the r e c e i p t from 

Norwest Bank but have not received the r e c e i p t from Donald 

S h a r r a t t . 

I f you go back t o E x h i b i t Number 4, Donald 

S h a r r a t t was n o t i f i e d by c e r t i f i e d m a i l — and we have the 

r e t u r n r e c e i p t from t h a t l e t t e r — t h a t unless he contacted 

our o f f i c e by September 22nd, t h a t we would c a l l a show-

cause hearing f o r the purpose of plugging the w e l l and 
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c a l l i n g the bond. 

Mr. S h a r r a t t d i d not respond t o t h a t l e t t e r and 

apparently has not signed f o r the r e c e i p t or has not been 

t h e r e t o sig n f o r the r e c e i p t of the n o t i c e of t h i s 

h earing. 

Mr. Examiner, I o f f e r E x h i b i t s marked OCD Numbers 

1 through 9 i n t o evidence. 

And t h a t ' s a l l I have of t h i s witness. 

EXAMINER CATANACH: Through 9, Mr. C a r r o l l ? 

MR. CARROLL: Yes, 1 through 9. 

EXAMINER CATANACH: I appear t o only have 1 

through 7. 

MR. CARROLL: You're c o r r e c t , i t ' s 1 through 7, 

not 1 through 9. 

EXAMINER CATANACH: E x h i b i t s 1 through 7 w i l l be 

admitted as evidence i n t h i s case. 

And my compliments t o you and Mr. Stogner on your 

thorough p r e s e n t a t i o n . 

I do have — 

MR. CARROLL: Mr. Examiner, give most of your 

thanks t o Mr. Stogner on the thoroughness of the 

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

EXAMINATION 

BY EXAMINER CATANACH: 

Q. I do have one question. 

STEVEN T. BRENNER, CCR 
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A. Yes, Mr. Examiner. 

Q. R e f e r r i n g t o Mr. Sh a r r a t t ' s l e t t e r dated August 

18th, Mr. Stogner — 

A. Yes, s i r . 

Q. — I see a t the bottom of t h a t l e t t e r t h a t Mr. 

S h a r r a t t requests t h a t we release h i s plugging bond back t o 

him. 

Quoting the l e t t e r , " I should not be h e l d 

r e s p o n s i b l e f o r a serious area wide problem t h a t has 

apparently been going on unchecked f o r so long." 

Do you have an opi n i o n , Mr. Stogner, as t o 

whether the D i v i s i o n should release Mr. S h a r r a t t of h i s 

bond — should release the bond back t o Mr. S h a r r a t t 

because of t h a t problem? 

A. Yes, I do have an opinio n on t h a t — 

Q. What i s that? 

A. — and I — By no means do I t h i n k we ought t o 

release t h a t bond t o him. The w e l l record, the orders from 

1975, i t ' s c l e a r p u b l i c record what Mr. S h a r r a t t was 

g e t t i n g i n t o when he bought the w e l l . I t ' s not an 

unchecked problem, because i n 1975, we d i d have these 

hearings. And I t h i n k t h a t ' s — 

Q. That's your opinion? 

A. That's my opinion. 

Q. Thank you, Mr. Stogner. 
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A. And I'm s t i c k i n g w i t h i t . 

EXAMINER CATANACH: Okay. I s t h e r e anything else 

i n t h i s case, Mr. C a r r o l l ? 

MR. CARROLL: No, Mr. Examiner. 

EXAMINER CATANACH: There being nothing f u r t h e r 

i n t h i s case, Case 11,131 w i l l be taken under advisement. 

And — Oh, by the way, could you prepare a rough-

d r a f t order of t h i s Case f o r the — 

MR. CARROLL: Yes, I was going t o o f f e r t o do 

t h a t . 

EXAMINER CATANACH: Thank you. 

(Thereupon, these proceedings were concluded a t 

11:35 a.m.) 

* * * 
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