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WHEREUPON, the f o l l o w i n g proceedings were had a t 

1:45 p.m.: 

EXAMINER STOGNER: This hearing w i l l come t o 

order. 

At t h i s time I ' l l c a l l Case Number 11,838, which 

i s the A p p l i c a t i o n of the O i l Conservation D i v i s i o n f o r an 

order r e q u i r i n g P o l a r i s Production Corporation t o pl u g 19 

w e l l s i n Lea County, New Mexico. 

At t h i s time I ' l l c a l l f o r appearances. 

MR. CARROLL: Mr. Examiner, my name i s Rand 

C a r r o l l , appearing on behalf of the O i l Conservation 

D i v i s i o n . 

I have two witnesses t o be sworn. 

And I be l i e v e you c a l l e d the wrong case number? 

EXAMINER STOGNER: Yes, I should have s a i d 

11,812, as opposed t o 11,838. My apologies on t h a t . I s 

t h a t c o r r e c t , Mr. C a r r o l l ? 

MR. CARROLL: Yes. 

EXAMINER STOGNER: Okay. Any other appearances? 

MR. BRUCE: Mr. Examiner, Jim Bruce r e p r e s e n t i n g 

P o l a r i s Production Corporation. I have one witness. 

EXAMINER STOGNER: Any other appearances? 

I ' d l i k e a l l witnesses t o stand a t t h i s time and 

be sworn. 

STEVEN T. BRENNER, CCR 
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(Thereupon, the witnesses were sworn.) 

EXAMINER STOGNER: I s there a need f o r opening 

remarks a t t h i s time, gentleman? 

MR. CARROLL: Not on my p a r t . 

MR. BRUCE: I don't t h i n k so. 

EXAMINER STOGNER: A l l r i g h t . Mr. C a r r o l l ? 

MR. CARROLL: I c a l l Gary Wink t o the stand. 

Mr. Examiner, what has been marked E x h i b i t IA i s 

copies of the w e l l f i l e s f o r each of the 3 0 w e l l s operated 

by P o l a r i s . That includes 11 w e l l s besides the 19 w e l l s 

t h a t are the subject matter of t h i s case. 

And we also have OCD E x h i b i t IB, which includes 

some photographs, and 2 and 3. 

EXAMINER STOGNER: Has Mr. Bruce been provided a 

copy of these? 

MR. CARROLL: Not of eve r y t h i n g . Do you have 

copies of the w e l l f i l e s , Jim? 

MR. BRUCE: I have copies of the w e l l f i l e s . I 

have some of the photos, I'm not sure which ones. 

EXAMINER STOGNER: Mr. C a r r o l l , the A p p l i c a t i o n 

i s f o r 19 c e r t a i n w e l l s , but you sa i d t h a t t h e r e are 30 

here? 

MR. CARROLL: We w i l l e x p l a i n t h a t , Mr. Examiner. 

EXAMINER STOGNER: Okay, I'm s o r r y , g e t t i n g ahead 

of myself t h e r e . 

STEVEN T. BRENNER, CCR 
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GARY W. WINK, 

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. CARROLL: 

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

your place of residence? 

A. Gary Webster Wink, 1814 North C i e l o , Hobbs, New 

Mexico. 

Q. Mr. Wink, who are you employed by? 

A. Energy and Minerals Department, O i l Conservation 

D i v i s i o n . 

Q. I n the Hobbs D i s t r i c t O f f i c e? 

A. Hobbs D i s t r i c t O f f i c e . 

Q. And what's your p o s i t i o n w i t h the Hobbs D i s t r i c t 

O f f i c e ? 

A. I'm a F i e l d Rep I I . 

Q. And what are the d u t i e s of a F i e l d Rep I I ? 

A. Well, I oversee plugging operations and 

mechanical i n t e g r i t y t e s t s and answer complaints t o 

ranchers and from ranchers and the o i l i n d u s t r y . 

Q. Have you t e s t i f i e d before the O i l Conservation 

D i v i s i o n before? 

A. No, I haven't. 

Q. Would you please give the Examiner a b r i e f 

STEVEN T. BRENNER, CCR 
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background of your education and o i l f i e l d experience? 

A. Well, I attended New Mexico Ju n i o r College and 

Eastern New Mexico U n i v e r s i t y , and I worked f o r ARCO O i l 

and Gas f o r seventeen and a h a l f years. I was — When I 

took e a r l y r e t i r e m e n t I was a senior p r o d u c t i o n foreman. 

Q. Mr. Wink, are you f a m i l i a r w i t h the operations of 

P o l a r i s Production Corporation i n your d i s t r i c t and the 

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

A. Yes, I am. 

MR. CARROLL: Mr. Examiner, are the witness's 

q u a l i f i c a t i o n s acceptable? 

EXAMINER STOGNER: Are the r e any obj e c t i o n s ? 

Mr. Wink i s so q u a l i f i e d . 

Q. (By Mr. C a r r o l l ) Mr. Wink, w i l l you please g i v e 

the Examiner a b r i e f h i s t o r y of the 19 w e l l s we're asking 

be plugged? 

A. A b r i e f h i s t o r y , you mean — 

Q. When they were d r i l l e d , how — 

A. Okay, they — The w e l l s were d r i l l e d from 1951 t o 

around 1957, and they're a l l from — They're Devonian w e l l s 

from the Denton-Devonian, from about twelve — 12,900 f e e t 

t o down t o — down t o 12,2 00 f e e t . They vary. 

Q. And a l l these w e l l s produced a t one time? 

A. Yes, they d i d . 

Q. Do you know the dates of the l a s t p r o d u c t i o n of 

STEVEN T. BRENNER, CCR 
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these wells? 

A. Do you want me t o name each one of them? 

Q. Sure, i f t h a t ' s what i t takes. 

A. Okay. There's a shut-in/TA w e l l l i s t r e p o r t , 

Form 44. This i s according t o our records. 

The Argo was — Last production date was 

11-30-1988. The Buckley — And t h a t was the Argo Number 3. 

The Buckley A Number 4 was 9-30-1979. 

The Buckley B Number 1 was 9-30-1976. 

Q. Maybe you can j u s t name the years. 

A. Okay. T.D. Pope, 1983 — The T.D. Pope Number 1, 

1983; and the T.D. Pope Number 6, 1973. T.D. Pope Number 

9, 1976. 

The P r i e s t Number 1, 1976. 

Buckley A 1, 1994. 

Shelton Number 1, 1994. The Shelton Number 4, 

1994 . 

T.D. Pope Number 5, 1994. 

State A Number 1, 1994. 

The Argo Number 2, January of 1994. 

Buckley A Number 3, 1981. Buckley B Number 2, 

1994. 

Argo Number 4, 1973. Argo Number 5, 1973. 

P r i e s t Number 4, 1980. And the P r i e s t Number 5, 

1980. 

STEVEN T. BRENNER, CCR 
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Q. Now, the l a t e s t date I heard you say was 1994 — 

A. Right. 

Q. — f o r some of the wells? 

A. Right. 

Q. So i t ' s been three years since a t l e a s t t he l a s t 

producers l a s t produced? 

A. As t o our records, yeah. 

Q. And what's r e q u i r e d of w e l l s t h a t no longer 

produce? 

A. Well, they e i t h e r need t o be brought back on 

pro d u c t i o n , t e m p o r a r i l y — t e s t e d f o r temporary 

abandonment, or plugged. 

Q. Has any of those three options been exercised by 

Po l a r i s ? 

A. No. 

Q. Have we t r i e d t o contact P o l a r i s t o get some 

response? 

A. Yeah, I've contacted Mr. Payne several times, and 

we've corresponded w i t h l e t t e r s . 

Q. Okay, w e ' l l get i n t o t h a t i n a l i t t l e b i t . 

A. Okay. 

Q. How were these w e l l s completed? 

A. Well, you mean — they're cemented a t — The 13 

5/8 i s cemented t o surface, and then the 8 5/8, most of 

them were — You mean how many sacks of cement or — 

STEVEN T. BRENNER, CCR 
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They're a l l cemented — 

Q. Uh-huh. 

A. — you know, not the e n t i r e s t r i n g . 

Q. Okay. Mr. Wink, what's the c u r r e n t c o n d i t i o n of 

these wellbores? 

A. Well, the — f o r the most p a r t , t h e y ' r e j u s t — 

What I can t e l l i n the f i l e s back i n 1974 on some of them 

i t says t h a t they were accepted f o r TA s t a t u s . But t h e y 1 re 

not a c t u a l l y TA'd; they're j u s t shut i n . TA s t a t u s , you 

know, you go down a hundred f e e t above the topmost 

p e r f o r a t i o n and set a plug, and I don't b e l i e v e these have 

been TA'd t h a t way. 

Back then, i n 1974, i t may not have been 

r e q u i r e d . I don't know, I'm not — Nowadays, t h i s date i n 

time, we r e q u i r e them t o pressure t e s t them 500 pounds, and 

i f t h e y ' l l h old f o r 3 0 minutes, and then w e ' l l g i v e them 

f i v e - y e a r exemption on i t . 

Q. And has t h a t been done w i t h any of these wells? 

A. No. 

Q. Mr. Wink, why d i d the D i v i s i o n provide the 

Examiner w i t h w e l l f i l e s from 3 0 w e l l s when we're only 

asking t h a t 19 w e l l s be plugged d u r i n g t h i s hearing? 

A. We j u s t p u l l e d a l l of them out. There's t h r e e of 

them from P a c i f i c Royalty lease, were plugged back i n March 

of l a s t year. But the — i n order t o release the leases, 

STEVEN T. BRENNER, CCR 
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they have t o be brought back t o the — as close as p o s s i b l e 

t o t he o r i g i n a l — the land has t o be brought back as close 

t o t he o r i g i n a l as po s s i b l e , and there's s t i l l a tank — a 

tank on one and some bases w i t h b o l t s s t i c k i n g up. 

And the Number 5 P a c i f i c has a — s t i l l has a 

pumping u n i t on i t . And so we're s t i l l keeping those. 

They haven't been released. 

And I don't know why the others were — We j u s t 

had them a l l together. 

Q. So we have w e l l f i l e s on every w e l l t h a t 

P o l a r i s — 

A. Yes. 

Q. — operates i n — 

A. Yes. 

Q. — the Hobbs D i s t r i c t ? 

A. Right. 

Q. Mr. Wink, what's the c o n d i t i o n of the surface and 

equipment i n the l i n e s on these leases where these w e l l s 

are located? 

A. Well, there aren't but thr e e w e l l s producing up 

i n the Denton f i e l d r i g h t now, and t h a t ' s the P r i e s t and 

the Shelton Number 6 and the State A Number 2. 

The State A Number 2 i s a rod-pumping w e l l , and 

as o f , oh, a week or so ago, the c e l l a r was f u l l of f l u i d . 

The day before yesterday I was up t h e r e , and i t had been 

STEVEN T. BRENNER, CCR 
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d i r t thrown around i t , and apparently somebody come by and 

sucked the f l u i d out of the c e l l a r . 

And t h a t was same on the P r i e s t lease. I t was — 

they had thrown — Someone had thrown d i r t a l l around t o 

cover up the l i q u i d s . 

And the Shelton — And i t was already coming back 

up out of the sump t h a t comes o f f the t r i p l e x pump a t the 

Shelton. That's not — you know, t h a t ' s — Outside the 

fence a t the Shelton there's a load l i n e t h a t c a r r i e s 

o u t s i d e the fence, and there's a f i v e - g a l l o n bucket t h a t 

stands f u l l w i t h f l u i d and runs over. I t had been covered 

up. And there's — I n my p i c t u r e s you can see there's 

c a t t l e i n the area. Sometimes the gates are l e f t open. 

Q. Well, Mr. Wink, l e t ' s go t o your p i c t u r e s . 

A. Okay. 

MR. CARROLL: Mr. Examiner, as you can see, the 

30 w e l l f i l e s have been marked OCD E x h i b i t Number IA, and 

t h a t ' s f o r your i n f o r m a t i o n . 

OCD E x h i b i t Number IB includes s i x d i f f e r e n t 

packets of documents. And also included i n E x h i b i t IB are 

58 p i c t u r e s . So i f we could go t o the p i c t u r e s now, and 

Mr. Wink can lead you through them. 

Q. (By Mr. C a r r o l l ) When were these p i c t u r e s taken? 

A. Well, various times. I don't have the dates on 

a l l of them. 

STEVEN T. BRENNER, CCR 
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These — This f i r s t one was taken probably two 

months ago. 

Q. And what does t h i s p i c t u r e show? 

A. This i s an abandoned — or a s h u t - i n w e l l a t the 

P r i e s t lease. I don't know the exact number of i t . There 

i s n ' t any sig n . 

Q. But does i t show a leak? 

A. I t ' s — There's a valve l e a k i n g . I f you can look 

t h e r e t o the r i g h t , t h a t s o r t of wave t h e r e t h a t ' s bubbling 

up. I t ' s hard t o t e l l , but I would t h i n k t h a t i t ' s a valve 

l e a k i n g . And the other day when I went by the r e i t had 

been sucked out, and i t was lea k i n g again. 

Q. Uh-huh. And these f o l l o w i n g p i c t u r e s show how 

many d i f f e r e n t lease s i t e s ? 

A. There's — I t h i n k there's f i v e or s i x d i f f e r e n t 

lease s i t e s . This next p i c t u r e i s a p i c t u r e of the pump — 

EXAMINER STOGNER: I f y o u ' l l r e f e r t o the number, 

I t h i n k w e ' l l have i t s t r a i g h t e r — 

THE WITNESS: Okay. 

EXAMINER STOGNER: — t h a t way. 

THE WITNESS: Okay. The Number 2 p i c t u r e i s 

P o l a r i s ' P r i e s t lease, the tank b a t t e r y . And as you can 

see, i t hasn't been too long before t h a t they had covered 

i t up w i t h sand, and i t already — the sump's already 

running over again and running out i n the road. 

STEVEN T. BRENNER, CCR 
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And the next p i c t u r e i s j u s t one of th e same from 

a d i f f e r e n t angle. 

A. The Number 4 p i c t u r e i s the one producing w e l l on 

the P r i e s t , the Number 2 w e l l . And as you can see, t h i s 

was probably — I probably took t h i s p i c t u r e back l a s t 

October or something, sometime i n t h e r e . And i t ' s j u s t — 

i t ' s o i l and water mixed, r a i n water, the f i r s t , one t h i n g 

and another. 

The Number 5 p i c t u r e , t h i s was taken 

approximately a month, a month and a h a l f ago. This i s a 

p i c t u r e of the f i r s t one you looked a t , the whole area 

around i t . 

And the Number 6 i s a p i c t u r e of the same w e l l 

before the i n c i d e n t happened. 

Q. (By Mr. C a r r o l l ) Mr. Examiner, we have 58 

p i c t u r e s . Do you want Mr. Wink t o go through every one? 

A. The Number 7 p i c t u r e shows you t h a t bucket I was 

t a l k i n g about on the Shelton lease, w i t h the c a t t l e i n the 

background. 

EXAMINER STOGNER: Okay, l e t ' s — Mr. C a r r o l l , 

how would you propose t h a t he continue? Do you want t o go 

through each p i c t u r e or — 

MR. CARROLL: I f the Examiner be l i e v e s i t ' s 

necessary, we're w i l l i n g t o go through — These p i c t u r e s 

o v e r a l l show the general c o n d i t i o n of the leases. 
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THE WITNESS: You might look at Number 14. 

EXAMINER STOGNER: As opposed t o going through 

a l l of them, Mr. Wink, why don't you p i c k out the ones t h a t 

you t h i n k are p e r t i n e n t ? 

THE WITNESS: Okay. 

EXAMINER STOGNER: You sa i d Number 14 — 

THE WITNESS: Number 14. 

EXAMINER STOGNER: — as one you t h i n k i s 

p e r t i n e n t ? 

THE WITNESS: Yeah, because these others are ones 

I've already t a l k e d about. 

This was, oh, l a s t October or — I t ' s been a year 

ago, I imagine. And the e n t i r e b a t t e r y yard was — Between 

r a i n water and o i l and chemical, i t would — p r e t t y much 

covered the e n t i r e b a t t e r y there i n f r o n t of the tanks. 

The Number 15 p i c t u r e i s of the same b a t t e r y 

a f t e r i t ' s been — a f t e r i t ' s been covered up. But as you 

can see, the plungers are s t i l l l e a k i n g w i t h t he co-pump, 

and i t ' s j u s t ongoing l i k e t h a t . I t ' s l i k e t h a t r i g h t now 

again. 

Number 17 shows the Shelton Number 6 w i t h the 

c a t t l e i n the background and a few puddles around i t . 

And Number 2 0 shows the — on the n o r t h side of 

the fence a t the Shelton b a t t e r y . As you can see i n 

between these fl o w l i n e s i n the fence, there's s a t u r a t e d 
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ground and l i q u i d s t i l l present. 

Number 22 i s a p i c t u r e of the c i r c u l a t i n g pump a t 

the Shelton b a t t e r y . 

Number 24, you can see the c a t t l e i n the 

background and the gate standing open, and the fence i s 

i n — i s not up a l l the way. You can't see i t r e a l good 

r i g h t t h e r e , but there's c a t t l e t r a c k s i n s i d e t h a t b a t t e r y . 

Number 25 s o r t of shows you the area, how much 

area the s p i l l s have covered from time t o time. 

And Number 2 6 and 27 are the — i s the P a c i f i c 

Royalty lease t h a t they plugged l a s t year, but i t ' s — the 

equipment hasn't been taken — I t hasn't been hauled o f f , 

and the ground hasn't been r e s t o r e d back — the contour of 

the land hasn't been put back t o as close as i t can. 

Number 29 i s the State A Number 2. I t shows the 

c e l l a r s o r t of f e l l i n the r e , and there's f l u i d i n the 

c e l l a r , standing i n the c e l l a r . 

And the State A b a t t e r y where the fence i s a l l 

down, and there's been a few small leaks around the heater 

and evidence t h a t there's been some i n the past. 

Number 3 3 and 3 4 are p i c t u r e s of the T.D. Pope 

lease t h a t i s — There i s n ' t anything producing on i t r i g h t 

now. Everything i s shut i n or plugged. And i t shows the 

heater t r e a t e r s , where the fence i s down i n places, but 

there's puddles a l l around the heaters and s a t u r a t e d s o i l 
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there. 

And the — Number 35 i s the Argo b a t t e r y where 

e v i d e n t l y the tank's leaking a t the bottom chime — out of 

the bottom chime or somewhere th e r e . 

Did you get copies of the p i c t u r e s I took Tuesday 

— or the day before yesterday? 

MR. BRUCE: No, I d i d n ' t , Gary. 

MR. CARROLL: Yeah, I — They're i n the back. 

MR. BRUCE: Oh, they're here. 

THE WITNESS: Okay. 

Q. (By Mr. C a r r o l l ) Gary, i f you can show the l a s t 

p i c t u r e s t h a t aren't marked on the back w i t h a l a b e l , what 

do they show? They show the same leases w i t h what has been 

done t o the property? 

A. Okay, t h i s — The 36 ad 37 i s the T.D. Pope 

lease, and nothing has been done t h e r e . 

And — Let's see, I be l i e v e t h i s i s the State A 

Ba t t e r y . This i s Number 38. 

And 39, i t ' s j u s t showing t h a t , you know, t h a t 

i t ' s been — the l i q u i d s have been covered up. 

Q. Covered up w i t h what? 

A. Covered up w i t h — Well, i t looks l i k e d i r t , 

c a l i c h e f i n e , or i t may have some — I t may have f e r t i l i z e r 

mixed i n w i t h i t . I don't know. But t h a t ' s — 

Q. I s t h a t — 
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A. That's not — 

Q. I s t h a t r e q u i r e d by OCD rules? Or i s t h a t what 

i s r e q u i r e d by OCD rules? 

A. No, i t i s n ' t . The l i q u i d s need t o be picked up, 

and they need t o check the v e r t i c a l e xtent of the leak and 

b r i n g i t , my understanding, i n t o compliance, i n t o 5000 

p a r t s — below 5000 p a r t s a m i l l i o n . 

The groundwater depth out here, the O g a l l a l a i s 

anywhere from 88 f e e t t o 42 f e e t i n t h i s e n t i r e area. 

There's a copy of the State Engineer's r e p o r t on t h a t . 

Q. Which i s marked as 1 — 

A. E x h i b i t 1. 

Q. — E x h i b i t IB? 

A. Uh-huh. 

MR. CARROLL: Mr. Examiner, t h i s i s a fax from 

the State Engineer O f f i c e w i t h a l i s t i n g of the w e l l s . And 

a t the end of each l i n e i s a n o t a t i o n as t o the depth t o 

groundwater. 

MR. BRUCE: Which number i s i t ? 

MR. CARROLL: Number 1. I t ' s IB. 

Q. (By Mr. C a r r o l l ) Mr. Wink, what good does i t do 

t o cover these s p i l l s w i t h f r e s h d i r t ? 

A. Well, i t r e a l l y doesn't do any good except t h a t 

a t l e a s t you dry up the l i q u i d so the l i v e s t o c k can't — 

are not as l i k e l y t o get i n i t . But as f a r as t h a t being 
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t h e i r remediation, t h a t ' s not the way we remediate. 

Q. I t does nothing t o p r o t e c t the groundwater? 

A. The groundwater, no. 

Q. Mr. Wink, i f y o u ' l l r e f e r t o the document marked 

2 of E x h i b i t IB, which i s a copy of a C-115, does t h i s show 

the p r o d u c t i o n from these wells? 

A. Yes, i t does. 

Q. And i t shows what? Production from — How many 

wells? 

A. Well, there are three w e l l s , a c t i v e w e l l s , t he 

P r i e s t Number 2 and the Shelton Number 6 and the State A 

Number 2. The r e s t of them are s h u t - i n s t a t u s , as you can 

see. 

Q. Mr. Wink, i f y o u ' l l r e f e r t o what has been marked 

3 of E x h i b i t IB, i s t h i s a copy of your f i e l d t r i p r e p o r t s 

from March 4 t h , 1994, up u n t i l August 19th of 1997? 

A. Yes, i t i s . 

Q. And i n general, what do these f i e l d r e p o r t s t e l l 

us? 

A. Well, they t e l l us what the extent of the leaks 

— or what — Like on the P r i e s t lease, they have down 

t h e r e , Leaks have been covered up i n s i d e and out of b a t t e r y 

fence. And i t t e l l s you s o r t of the c o n d i t i o n of the 

ground around. 

Q. So i t ' s p r e t t y much a w r i t t e n d e s c r i p t i o n of what 
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i s found i n the photographs? 

A. Yes. 

Q. And these f i e l d t r i p s — There's a number of 

them, and the f i r s t one i s from 1994, l i k e I s a i d , a l l the 

way through two days ago? 

A. Yes. 

Q. I t looks l i k e i t ' s every few months? 

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

Q. During these f i e l d t r i p r e p o r t s , d i d you ever 

have the occasion t o meet Mr. Payne? 

A. I can't remember exact date. The one time I met 

up — The f i r s t time I remember meeting him, we met up a t 

the P r i e s t lease, where I was going t o t a l k t o him about 

a l l t he d i f f e r e n t leaks and how they needed t o be handled. 

And i t d i d n ' t go r e a l w e l l , j u s t — 

EXAMINER STOGNER: Sorry, what? I d i d n ' t hear 

t h a t ? 

THE WITNESS: Well, I met w i t h him. J e r r y Sexton 

sent me up the r e t o meet w i t h him a t the P r i e s t lease, and 

the o i l was running out from under the fence. And he sa i d , 

Well, t h a t — He t o l d me t h a t he d i d n ' t see where t h a t was 

too b i g a problem. 

And I sai d , Well, you know, i t can a f f e c t t he 

groundwater and the environment. And he d i d n ' t r e a l l y 

agree w i t h me on t h a t , t h a t i t was d e t r i m e n t a l t o the 
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h e a l t h and environment. 

And so we ended up, he t o l d me t h a t I had a l l the 

a u t h o r i t y . 

And I s a i d , Well, I'm not up here f o r t h a t . I 

r e a l l y came up here, t o begin w i t h , t o j u s t help you — 

show you what needed t o be done. 

And he sa i d , Well, I don't t h i n k I ' l l be able t o 

do a l l t h i s . 

And I sa i d , Well, then maybe you need t o t a l k t o 

J e r r y Sexton. 

Q. (By Mr. C a r r o l l ) Mr. Wink, was t h a t your only 

f a c e - t o - f a c e meeting w i t h Mr. Payne? 

A. I had met w i t h him one other time, w i t h J e r r y . 

Q. Was t h a t before or a f t e r — 

A. Before t h a t time. I wasn't r e a l l y i n v o l v e d w i t h 

i t , J e r r y was. And he had — J e r r y had t a l k e d t o him and 

asked him t o be sure and p i c k the l i q u i d s up and t o s t a r t 

p l ugging or TA'ing one w e l l every q u a r t e r , and i f t h a t 

d i d n ' t happen, t h a t he would up i t t o one a month. And — 

Q. Was t h a t d i r e c t i v e ever complied with? 

A. Well, l a s t year they plugged t h r e e w e l l s a t 

the — l i k e I sa i d , a t the P a c i f i c Royalty lease. 

Q. Did you witness those pluggings? 

A. No, I went up there t o t r y t o catch Gary Payne, 

and I never d i d catch him. 
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I watched — One my inspectors were watching the 

pluggings, witnessing the pluggings. 

Q. So they were plugged t o the OCD's s a t i s f a c t i o n ? 

A. Yes. 

Q. Besides these face-to-face meetings, Mr. Wink, 

have you had — have you w r i t t e n correspondence t o Mr. 

Payne and received responses? 

A. Yes, I have. 

MR. CARROLL: Mr. Examiner, E x h i b i t 4 — or 

E x h i b i t IB, what has been marked 4, are copies of l e t t e r s 

dated June 25th and June 20th g i v i n g n o t i c e of t h i s 

h e aring, and then a follow-up l e t t e r , what has been marked 

5, i s a copy of the correspondence from the Hobbs D i s t r i c t 

O f f i c e t o both myself and t o Mr. Payne, along w i t h copies 

of the correspondence received i n response from Mr. Payne. 

Q. (By Mr. C a r r o l l ) So Mr. Wink, i f you can go t o 

what has been marked 5 and — 

A. Okay. 

Q. — probably go t o the t h i r d page, which i s the 

l e t t e r dated October 1st, 1996, from Mr. Payne — 

A. Uh-huh. He had — I had w r i t t e n him a l e t t e r 

p r i o r t o t h i s , and he was answering my l e t t e r . 

Q. And how d i d he answer your l e t t e r ? What i s 

contained i n the October 1st l e t t e r from him? What has he 

done t o comply w i t h your d i r e c t i v e ? 
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A. Well, he j u s t covered up the l i q u i d s . And he's 

showing the cost. He had a vacuum t r u c k out t h e r e and 

sucked the l i q u i d s out of the c e l l a r s , and then — and he 

r e p a i r e d the s t u f f i n g box leak. And then whenever i t says, 

Clean around b a t t e r y and equipment, t h a t ' s where they 

shoveled the d i r t , spread i t around. 

Q. I f you go t o the next page, the l e t t e r from you 

dated October 7th — 

A. Uh-huh. 

Q. — what does t h i s l e t t e r state? 

A. Well, t h a t ' s — Oh, l e t ' s see. Well, I'm 

acknowledging r e c e i v i n g h i s l e t t e r t h a t I ' d sent on October 

1st, recommending there be a f i n e l e v i e d or imposing a 

$1000-a-day f i n e , and I had sent i t t o you and B i l l LeMay. 

Q. And also w i t h t h i s October 7 t h l e t t e r , you 

enclosed p i c t u r e s t h a t were taken October 1st, 199 6, 

i n d i c a t i n g t h a t the cleanup done by P o l a r i s was 

i n s u f f i c i e n t ? 

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

Q. And i n t h i s l e t t e r you're t e l l i n g Mr. Payne t h a t 

you're recommending t h a t t h i s matter be r e f e r r e d t o the OCD 

l e g a l f o r b r i n g i n g t o hearing? 

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

Q. The f o l l o w i n g l e t t e r i s dated October 9 t h . This 

i s the response from P o l a r i s t o your October 7th l e t t e r ? 
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A. Uh-huh. 

Q. I n i t , Mr. Payne i n d i c a t e s — has i n d i c a t e d 

f u r t h e r e f f o r t s t o comply w i t h the OCD — 

A. He says — 

Q. — rules? 

A. Well, he says here, "We immediately t r i e d t o 

dis p a t c h Carpenter Construction t o cover the o i l s p i l l but 

they were unable t o get f r e s h d i r t t o cover from t h e i r 

usual sources, hence the delay." 

Q. Well, i s t h a t what you d i r e c t e d him t o do — 

A. No. 

Q. — t o cover the s p i l l s — 

A. No. 

Q. — w i t h f r e s h d i r t ? 

A. No. No, I don't t e l l them how t o clean i t up. 

But t h a t — we can make — suggest t o them, you know. Like 

I say, the s p i l l — checked v e r t i c a l e x t e n t and h o r i z o n t a l 

e x t e n t and b r i n g i t i n t o compliance w i t h t he g u i d e l i n e s f o r 

leaks and s p i l l s . 

Q. R e f e r r i n g t o the l a s t paragraph of t h a t l e t t e r , 

t here's a statement made t h a t " . . . i t w i l l not be p o s s i b l e 

f o r [ P o l a r i s ] t o s u s t a i n the $1,000.00 per day f i n e . . . " ? 

A. Yes, i t says, " I n the meantime, i t w i l l not be 

p o s s i b l e . . . t o s u s t a i n the... f i n e . . . " and "Moreover, we do 

not f e e l t h a t there i s a p u b l i c h e a l t h problem which 
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demands such a c t i o n . " 

Q. Do you agree w i t h t h a t statement? 

A. No, I don't. 

Q. And why i s tha t ? 

A. Well, because of the depth of groundwater t o the 

O g a l l a l a , f o r one t h i n g . We don't have any way t o 

determine t h a t y e t , but t h a t should have been determined by 

P o l a r i s . 

Q. And d i d you d i r e c t P o l a r i s t o determine t h a t ? 

A. No, I d i d not. 

Q. What were you d i r e c t i n g P o l a r i s t o do? 

A. I was d i r e c t i n g them j u s t t o f i x t h e i r leak where 

i t wouldn't happen again, and clean up what was t h e r e . 

Q. And how would they perform t h i s clean-up? 

A. Well, they'd have t o determine the v e r t i c a l 

e x t e n t of the contamination f i r s t , and then go from t h e r e . 

There are several d i f f e r e n t ways you can do i t . 

There was never — there's also — you know, was 

supposed t o r e p o r t leaks, s p i l l s and releases, and I've 

never received anything. I've always — 

Q. Not one s p i l l or leak r e p o r t — 

A. No. 

Q. — from P o l a r i s ? 

A. No. 

Q. Mr. Wink, i f y o u ' l l look a t what has been marked 
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6 of Exhibit IB, what does this show? This i s the map? 

A. I don't think — Maybe I gave them a l l away, 

Rand. 

This shows the area. This i s j u s t marking the 

area out i n the Denton f i e l d where these leases are 

lo c a t e d , and Sections 1, 2, 3, 10, 25, 26, 35 — or 36 of 

Township 14 South, Range 37 East. 

Q. And what are the nearest towns t o t h i s — 

A. Lovington i s approximately nine miles t o the 

west. 

Q. To the west. This i s p r e t t y close t o the Texas 

border? 

A. I t ' s probably three or fou r miles from the Texas 

border. 

Q. Besides the face-to-face meetings and the 

correspondence w i t h P o l a r i s , were th e r e telephone 

conversations? 

A. I spoke — I've spoke w i t h them t w i c e , I t h i n k , 

when I was going t o meet — excuse me, when I was going t o 

meet Davis up t h e r e , and then when I was going t o meet h i s 

son Gary, up a t the Denton f i e l d . And then J e r r y Sexton 

went w i t h me a t t h a t time. 

And J e r r y — They have spoke w i t h J e r r y s e veral 

times, but I wasn't i n on t h a t . 

Q. So has the response of P o l a r i s been t o your 
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continuing efforts to have these leases cleaned up been 

inadequate, i n your opinion? 

A. Yes. 

Q. Do you b e l i e v e the D i v i s i o n needs an order from 

an Examiner, o r d e r i n g P o l a r i s t o clean up t h i s mess? 

A. Yes, I do. 

Q. Do you recommend t h a t these 19 w e l l s be plugged 

and the w e l l s i t e s be cleaned up i n order t o p r o t e c t f r e s h 

water and the environment? 

A. Yes, I do. 

Q. And t h a t should be done a t t h i s time? 

A. That's r i g h t . 

Q. Do you b e l i e v e t h a t f i n e s should be assessed i f 

t h e r e i s noncompliance w i t h the order t o plug the w e l l s and 

clean up the s i t e s ? 

A. Yes. 

Q. And i s your c u r r e n t recommendation the same as 

you s t a t e d i n e a r l i e r l e t t e r s of $1000 per day? 

A. Well, t h a t ' s what I ' d sent i t up here, t o see 

what — I don't know, I've never l e v i e d — or never had t o 

do t h i s before. 

Q. Mr. Wink, are you aware of any plugging bond on 

these w e l l s t h a t ' s a v a i l a b l e t o the D i v i s i o n t o use t o plug 

the w e l l s and clean up the s i t e s ? 

A. There's a $50,000 plugging bond. 
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MR. CARROLL: Mr. Examiner, i f I could r e f e r you 

t o what has been marked E x h i b i t Number 2, which i s a copy 

of t he w e l l bond f i l e , which shows t h a t t h e r e i s c u r r e n t l y 

a $50,000 blanket bond issued by — I b e l i e v e i t ' s United 

States F i d e l i t y and Guaranty Company, t h a t i s a v a i l a b l e t o 

be f o r e c l o s e d upon t o plug the w e l l s of P o l a r i s and clean 

up the w e l l s i t e s associated w i t h those w e l l s . 

And a t t h i s time, i f I could also r e f e r t he 

Examiner t o what has been marked OCD E x h i b i t Number 3, 

which i s the a f f i d a v i t of n o t i c e and the l e t t e r sent out 

w i t h the A p p l i c a t i o n f o r hearing, w i t h the r e t u r n r e c e i p t s 

received by both P o l a r i s and United States F i d e l i t y and 

Guaranty Company. 

Q. (By Mr. C a r r o l l ) Mr. Wink, do you have anything 

else t o add a t t h i s time? 

A. No. 

MR. CARROLL: Mr. Examiner, the witness i s 

a v a i l a b l e f o r cross. 

EXAMINER STOGNER: Thank you, Mr. C a r r o l l . 

Mr. Bruce, your witness. 

MR. BRUCE: I t h i n k I r e a l l y j u s t have one 

question of Mr. Wink. 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. Did I understand you t o say t h a t a t t h i s p o i n t 

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 

30_ 

you don't have any evidence of groundwater pollution? 

A. No, I don't. 

MR. BRUCE: That's a l l I have, Mr. Examiner. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. The 19 subject w e l l s are covered i n your 

A p p l i c a t i o n and several other documents here. The other 

w e l l s , though, are they p a r t of the clean-up t h a t you 

r e f e r r e d to? 

A. The — 

Q. You had 3 3 w e l l f i l e s you had given; i s t h a t 

c o r r e c t ? 

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

Q. And 19 — 

A. I j u s t got t h e i r e n t i r e deal. There i s one, the 

Lee Carter, a rancher had c a l l e d me, and they had cleaned 

i t up, and I went and looked a t i t and then t o l d Gary t h a t 

I would ask the rancher i f t h a t was s u i t a b l e w i t h him. 

They had mixed cottonseed h u l l s i n w i t h the d i r t i n an o l d 

p i t area, and i t ' s s o r t of mounded up. I don't have a 

p i c t u r e of i t w i t h me. 

But the rancher c a l l e d me back and s a i d 

e v e r y t h i n g looked f i n e , except he'd l i k e f o r t h a t p i t t o be 

le v e l e d more. 

And, you know, there's several — On Argo, 
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there's an abandoned or shut-in well that's got a cellar 

j u s t — I t ' s P i c t u r e Number 45, and i t ' s standing i n f l u i d . 

And t h a t was the day before yesterday. 

A l l of the — you know, the abandoned b a t t e r i e s , 

they a l l need t o be — we need t o plug the w e l l s and — or, 

l i k e I say, TA them or produce them and clean up the — a l l 

the b a t t e r i e s . 

Q. How many b a t t e r i e s are we t a l k i n g about? 

A. About e i g h t . I t may not be t h a t many. Off the 

top of my head I can't — they're on t h i s — I t h i n k 

there's e i g h t — one, two, th r e e , f o u r , f i v e , s i x , seven — 

e i g h t of them, I t h i n k . I might have miscounted, might be 

seven. 

Q. Well, how are you r e f e r r i n g t o t h i s ? I b e l i e v e 

you're l o o k i n g a t Part 2 of E x h i b i t IB? 

A. I'm lo o k i n g a t the C-115. 

Q. Okay. How can you t e l l — How i s a b a t t e r y 

i n d i c a t e d on t h i s form? 

A. On t h a t form? 

Q. Yes. 

A. I t ' s not. 

Q. Oh — 

A. I'm j u s t — There's a b a t t e r y f o r every group of 

w e l l s t h e r e . 

Q. When you say "group", f o r every pool or f o r every 
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lease? 

A. No, f o r every lease. 

Q. Every lease. So — 

A. Buckley — There's a Buckley A, and there's a 

Buckley B. 

Q. So there would be a b a t t e r y corresponding t o each 

one of those? 

A. Yeah, th e r e should be. 

EXAMINER STOGNER: Mr. C a r r o l l , subsequent t o 

t h i s hearing today, could I have a more d e t a i l e d map, 

perhaps, p i n p o i n t i n g on a qu a r t e r - q u a r t e r s e c t i o n where 

these b a t t e r i e s are? 

MR. CARROLL: Yes, we can supply t h a t , Mr. 

Examiner. 

Q. (By Examiner Stogner) So a t t h i s p o i n t , other 

than the 19 w e l l s t h a t need t o be plugged and abandoned and 

brought i n t o accordance w i t h the r u l e s and regs and the 

s t a t u t e s of the State of New Mexico, t h e r e are other w e l l s , 

b a t t e r i e s , equipment on these leases t h a t also need t o be 

brought up t o t h e i r appropriate standards pursuant t o the 

r u l e s and regs — 

A. Yes. 

Q. — and statute s ? 

EXAMINER STOGNER: Okay. I don't have any other 

questions of Mr. Wink. 
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Does anybody else have any questions of this 

witness? 

You may be excused. 

Mr. C a r r o l l ? 

MR. CARROLL: C a l l Roger Anderson t o the stand. 

ROGER C. ANDERSON, 

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. Anderson, w i l l you please s t a t e your name and 

residence f o r the record? 

A. Roger Anderson, Santa Fe, New Mexico. 

Q. Mr. Anderson, who's your employer and what's your 

p o s i t i o n w i t h t h a t employer? 

A. I'm the Environmental Bureau Chief f o r the 

Environmental Bureau of the O i l Conservation D i v i s i o n , 

Energy, Minerals and Natural Resources D i v i s i o n — or 

Department. 

Q. And what do your d u t i e s i nclude as Environmental 

Bureau Chief? 

A. The supervision of the Environmental Bureau 

s t a f f , the p e r m i t t i n g , environmental p e r m i t t i n g i n the o i l 

and gas i n d u s t r y , the remediation of s p i l l s and leaks and 

remediation and i n v e s t i g a t i o n of groundwater contamination. 
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Q. So the l a s t two d u t i e s you l i s t e d would apply t o 

t h i s case where there's s p i l l s and leaks on the lease s i t e 

and t h e r e 1 s groundwater i n the area? 

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

Q. Mr. Anderson, have you had a chance t o t e s t i f y 

before t h i s D i v i s i o n before? 

A. Yes, I have. 

Q. And have you had your q u a l i f i c a t i o n s accepted a t 

t h a t time? 

A. Yes, s i r . 

MR. CARROLL: Mr. Examiner, are Mr. Anderson's 

q u a l i f i c a t i o n s acceptable f o r purposes of t h i s hearing? 

EXAMINER STOGNER: Any objections? 

MR. BRUCE: No, s i r . 

EXAMINER STOGNER: Mr. Anderson — 

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

chance t o review the photos t h a t Mr. Wink took of the 

P o l a r i s f a c i l i t i e s ? 

A. Some of them I have, yes. 

Q. And I've c a l l e d you t o the stand t o f a m i l i a r i z e 

t h e Examiner w i t h what the OCD r e q u i r e s i n determining the 

ext e n t of contamination and the remediation of t h i s type of 

contamination. 

By l o o k i n g a t those photos, what i n your o p i n i o n 

needs t o be done by the operator t o determine the e x t e n t of 
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contamination? 

A. The f i r s t couple of photos, Photo Number 1 and 

s p e c i f i c a l l y , j u s t grabbing some, Photo Number 6, show 

extensive o i l , hydrocarbons on the surface of the ground. 

What — The p o l i c y of the D i v i s i o n has been t h a t 

whenever there's t h i s much o i l s p i l l e d , t h a t the a c t u a l 

v e r t i c a l and h o r i z o n t a l extent of the contamination w i l l be 

determined. 

Q. How i s t h a t done? 

A. Generally i t ' s by boreholes, d r i l l i n g boreholes. 

You can determine the v e r t i c a l extent by l o o k i n g a t i t , 

g e n e r a l l y . V e r t i c a l extent i s by d r i l l i n g boreholes t i l l 

you come up w i t h no contamination. 

With the extent of t h i s type of contam- — t h i s 

contamination, shown i n these p i c t u r e s — and you have t o 

keep i n mind t h a t I have not seen the s i t e ; I'm o n l y 

l o o k i n g a t the p i c t u r e s — the contamination would be 

r e q u i r e d and under Rule 116 r e q u i r e s t o be remediated, 

which would — 

Q. What does t h a t e n t a i l ? 

A. — which would e i t h e r — There area number of 

methods t h a t could be used. I n s i t u remediation i f i t ' s 

not too deep, and t h a t ' s where v e r t i c a l e x t e n t comes i n . 

Or removal and remediation, e i t h e r removal and remediation 

on a s i t e somewhere else or removal and d i s p o s a l . 
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I f v e r t i c a l contam- — i f v e r t i c a l — I f the 

v e r t i c a l i n v e s t i g a t i o n determines t h a t groundwater i s 

impacted, then groundwater would have t o be remediated 

a l s o . 

Q. How i s t h a t done? 

A. There are a number of d i f f e r e n t methods. There 

a l s o , t h e r e can be a pump-and-treat method, t h e r e can be 

some type of i n s i t u bioremediation p o s s i b l e . I t depends 

on the circumstances of the contamination and the hydrology 

of the a q u i f e r and everything. 

And since t h i s i s a sole source a q u i f e r , 

something — i t ' s r e q u i r e d by law t o be remediated. 

Q. And by i n s i t u remediation, what do you mean? I s 

t h a t covering the s p i l l w i t h d i r t ? 

A. No, covering the s p i l l w i t h d i r t i s an 

unacceptable method of remediation, because a l l t h a t does 

i s cover i t up and keep oxygen from i t . Even w i t h 

f e r t i l i z e r i n i t , the oxygen w i l l not n e c e s s a r i l y get t o 

the s p i l l e d area, t o the contamination, and could prevent 

biodegradation of the contaminants. Covering i s not 

acceptable. 

I f the s o i l s — I f i t doesn't get t o groundwater 

and i t ' s not t h a t deep and i t can be remediated w i t h i n , 

say, a year, about a year, then j u s t a remediation p l a n i s 

r e q u i r e d . 
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I f i t w i l l take longer than one year, or 

groundwater i s impacted, which would be determined by 

determining the v e r t i c a l extent of contamination, then an 

abatement plan pursuant t o Rule 19 i s r e q u i r e d . 

Q. Mr. Anderson, a l l t h i s sounds l i k e i t could be 

very expensive; i s t h a t correct? 

A. Yes, i t can be. 

Q. How expensive i s i t j u s t t o determine the extent 

of contamination? 

A. Well, i t ' s g e t t i n g a r i g out t h e r e and c o r i n g 

holes down t o the extent of the contamination, and r i g h t 

now I don't know what the going p r i c e i n Hobbs i s f o r a 

core r i g . 

Q. Mr. Anderson, i n your o p i n i o n , do you b e l i e v e 

t h a t an order i s necessary from the D i v i s i o n a t t h i s time 

i n order t o r e q u i r e P o l a r i s Production Corporation t o p l u g 

these w e l l s and clean up the w e l l s i t e s associated w i t h the 

wells? 

A. Yes, I do. 

Q. And t h a t ' s i n order t o p r o t e c t f r e s h water and 

the environment? 

A. That's c o r r e c t . Based on the p i c t u r e s and the 

ex t e n t of contamination, the depth of groundwater, knowing 

t h a t the c a l i c h e i s f r a c t u r e d i n the area, t h a t t h e r e i s a 

high p r o b a b i l i t y or a good p o s s i b i l i t y the ground water 
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could be contaminated, and t h a t can only be determined by 

determining the extent of the contamination. 

Q. Do you have anything else t o add a t t h i s time, 

Mr. Anderson? 

A. The Bureau up here receives a l l s p i l l r e p o r t s , 

and I do not ever r e c a l l seeing a s p i l l r e p o r t submitted by 

P o l a r i s . I t ' s my opinion t h a t P o l a r i s has v i o l a t e d two 

r u l e s t h a t I know o f , not counting the plugging r u l e s and 

s t u f f : Rule 13, conducting t h e i r operations i n a way t o 

prevent waste, p r o t e c t p u b l i c h e a l t h and the environment; 

and Rule 116, f a i l u r e t o r e p o r t a s p i l l and leak, and 

f a i l u r e t o remediate t h a t s p i l l and leak. 

MR. CARROLL: Mr. Examiner, t h a t ' s a l l I have of 

Mr. Anderson a t t h i s time. 

EXAMINER STOGNER: Thank you, Mr. C a r r o l l . 

Mr. Bruce, your witness. 

MR. BRUCE: I don't t h i n k I have any questions a t 

t h i s time, Mr. Examiner. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Anderson, what — You've heard the testimony 

from Mr. Wink about the source of groundwater out t h e r e . 

Could you elaborate a l i t t l e b i t more what a q u i f e r t h a t 

a f f e c t s ? 

A. Mr. Examiner, t h a t ' s the Og a l l a l a a q u i f e r . I t i s 
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a sole-source aquifer. At one time I believe the State 

Engineer s a i d i t was a nonrechargeable — an a q u i f e r t h a t 

i s not being recharged, and determined t h a t water 

withdrawals from t h a t a q u i f e r i s a c t u a l l y mining the 

a q u i f e r . But i t i s the Og a l l a l a , and the State Engineer's 

r e p o r t shows t h a t , from water w e l l s i n the area, anywhere 

from 43 f e e t t o 88 f e e t deep. 

Q. Are you aware or made aware of any of the water 

w e l l s w i t h i n t h i s area or w i t h i n t h i s lease or w i t h i n t h a t 

map? 

A. No, I'm not aware. I do not know of them. We 

have not sampled those water w e l l s t o determine i f the 

a q u i f e r i s contaminated. 

EXAMINER STOGNER: Mr. Wink, are t h e r e any 

wi n d m i l l s or water w e l l s out i n t h a t area? 

MR. WINK: Yes, there i s . 

EXAMINER STOGNER: How many? 

MR. WINK: I don't know. I know where one i s — 

EXAMINER STOGNER: Okay. 

MR. WINK: — out by the Shelton lease. 

Q. (By Examiner Stogner) Mr. Anderson, i s t h a t 

i n f o r m a t i o n r e a d i l y a v a i l a b l e from the State, the 

Engineer's Office? 

A. Mr. Examiner, i t i s . I t ' s a l l computerized i n 

the State Engineer's O f f i c e . 
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EXAMINER STOGNER: Mr. Carroll, I'm going to 

request t h a t i n f o r m a t i o n be provided w i t h i n the area marked 

i n y e l l o w on p a r t 3 of E x h i b i t IB. 

MR. CARROLL: We w i l l provide t h a t i n f o r m a t i o n , 

Mr. Examiner. 

MR. BRUCE: Could I get a copy of t h a t too — 

MR. CARROLL: Sure. 

MR. BRUCE: — Mr. C a r r o l l ? 

Q. (By Examiner Stogner) Could you p u l l out P i c t u r e 

Number 44, Mr. Anderson? Now, t h i s appears t o be, t o me, 

water as opposed t o o i l . 

A. A c t u a l l y , i t appears t o be — Yes, water w i t h 

some k i n d of scum on the bottom, not n e c e s s a r i l y o i l . The 

s t u f f t h a t ' s on the upper right-hand corner of i t , I — 

t h a t ' s yellow i n c o l o r , I couldn't determine what t h a t i s . 

But you're r i g h t , i t does j u s t look l i k e water t o 

me, w i t h some algae scum on the bottom. 

Q. Can t h i s be a p o t e n t i a l f o r — 

A. This — 

Q. — any v i o l a t i o n s or hazardous t o the c a t t l e or 

stock out i n t h a t area? 

A. I f there — Mr. Examiner, t h i s looks l i k e some — 

a p i t of some k i n d , constructed i n the c a l i c h e . And i f i t 

does, i n f a c t , c o n t a i n — and i t looks l i k e there's a — a t 

the top of the p i t i t looks l i k e there's a PVC pipe going 
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i n t o i t . 

I f t h i s could be produ- — I f t h i s i s produced 

water w i t h o u t o i l , i t could be a source of — depending on 

how the p i t was constructed. I f i t was b l a s t e d , then i t ' s 

c r e a t i n g f r a c t u r e s i n the c a l i c h e . I t could be a source of 

contamination due t o groundwater. 

I do not — I don't know i f t h i s i s i n the — an 

exempted area, but i t would be covered under 3221, 

depending on the volume t h a t ' s — Order R-3221, depending 

on the volume t h a t ' s gone i n t o t h i s p i t . And I ' d have t o 

look a t the records t o see i f t h i s was a s p e c i f i c a l l y 

exempted area or not. 

Q. On P i c t u r e Number 1, t h a t shows t o be q u i t e a 

l a r g e pool of o i l ? 

A. Yes, s i r . I t looks l i k e the o i l over the c e l l a r . 

Q. Would you care t o venture a guess a t a volume? 

A. Not knowing how deep t h a t c e l l a r i s , I wouldn't 

want t o hazard a guess. But i t looks l i k e i t could be a 

s i g n i f i c a n t volume t h a t would f a l l under the wasted 

resource r u l e . 

Q. Okay, w i t h t h a t i n mind, have you had a chance t o 

review P o l a r i s ' s October 9th, 1996, l e t t e r as p a r t of — 

Part 5 of E x h i b i t IB? 

A. No, s i r , I have not seen any of t h e i r l e t t e r s . 

Q. Let me read you some excerpts, because I want 
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your opinion on some environmental issues. 

Down a t the bottom of t h a t p a r t i c u l a r l e t t e r he 

adds, "Moreover, we do not f e e l t h a t t h e r e i s a p u b l i c 

h e a l t h problem which demands such a c t i o n . " And t h i s a c t i o n 

i s t h a t — He r e f e r r e d t o Mr. Gary Wink's request t o clean 

up and plug and abandon. 

Could you elaborate on what p u b l i c h e a l t h 

problems such as t h i s , what you've seen, can happen or 

occur? I s i t i n an area — even i f i t ' s i n an area t h a t i s 

not i n h a b i t e d by very many people. 

A. Using t h i s P i c t u r e 1 as an example; i s t h a t what 

you mean? 

Q. Or any of them, j u s t your general o p i n i o n . 

A. Any of the p i c t u r e s t h a t have crude o i l , standing 

crude o i l , the p u b l i c h e a l t h issues associated w i t h crude 

o i l i s the i n h a l a t i o n of benzene, which i s n a t u r a l l y 

o c c u r r i n g i n crude o i l . I do not have any t e s t s t o see 

what the conce n t r a t i o n of the benzene i s i n t h i s crude o i l , 

but i t ' s i n a l l crude o i l . I t ' s a n a t u r a l c o n s t i t u e n t of 

crude o i l . 

Benzene i s a known, declared carcinogen by EPA. 

I t ' s a l s o a standard i n our groundwater standards. And 

t h a t ' s j u s t one known h e a l t h e f f e c t . I f i t ' s i n an area 

where t h e r e are c h i l d r e n , c h i l d r e n p l a y i n g i n the crude 

o i l , t h a t can cause h e a l t h problems. 
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Q. Well, i f there's nobody out t h e r e , what problem 

i s i t going t o hurt? 

A. Well, i f there's no one out t h e r e , the a c t u a l 

h e a l t h e f f e c t s come i n t o play when i t gets i n t o 

groundwater, because the groundwater does move. 

And i f i t moves t o a p o i n t of withdrawal i n the 

foreseeable f u t u r e — and the foreseeable f u t u r e i s defin e d 

as no less than 6000 years and could extend i n t o 

thousands — and a f a m i l y withdraws t h a t groundwater and i t 

has benzene i n i t , t h ere i s your h e a l t h e f f e c t , r i g h t 

t h e r e . 

Q. Does p u b l i c h e a l t h also take i n t o c o n s i d e r a t i o n 

stock, l i v e s t o c k ? Does i t go t h a t f a r , t o t h a t extent? 

A. The a c t u a l d e f i n i t i o n , I don't know t h a t I've 

ever seen a d e f i n i t i o n of " p u b l i c h e a l t h " . I don't know 

t h a t i t would include stock. But t h a t i s included i n the 

d e f i n i t i o n of "environment". I t i s w i l d l i f e , stock, a l l of 

those included. 

Now, w i l d l i f e and stock -- stock-watering, yes, 

they can be impacted by t h i s . I f t h e r e i s some — 

Q. I s the r e any r u l e s and r e g u l a t i o n s p r o t e c t i n g 

such l i v e s t o c k or w i l d l i f e from t h i s k i n d of contamination? 

A. We have sections i n our r u l e s t h a t r e q u i r e the 

n e t t i n g , screening or otherwise rendering nonhazardous t o 

nonmigratory waterfowl, p i t s and ponds, lagoons and tanks 
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over 16 f e e t i n diameter. I f you consider the bermed area 

w i t h i n a tank b a t t e r y as a p i t and i t has o i l i n i t , then 

i t would need t o be netted also. 

Q. Could t h i s be an a t t r a c t i v e nuisance t o such 

waterfowl or — 

A. Yes, i t could. 

Q. — w i l d l i f e ? 

A. According t o i n f o r m a t i o n from the US Fish and 

W i l d l i f e Service, t h a t from the a i r , t o m i g r a t o r y 

w a t e r f o w l , the sheen i n s u n l i g h t coming o f f of o i l looks 

j u s t l i k e water t o them. 

I have — 

Q. — does the US W i l d l i f e Service take of such — 

A. They — 

Q. — loss of w i l d l i f e ? 

A. They are a t the present time out of E l Paso 

conducting f l y o v e r s i n southern New Mexico t o determine 

which p i t s have o i l on them and are not n e t t e d r i g h t now 

and l e v y i n g f i n e s , when they go t o inspect, i f they f i n d 

any m i g r a t o r y waterfowl i n the p i t . 

Q. How much are those fines? 

A. $10,000 a b i r d . 

EXAMINER STOGNER: That $1000 a day don't look so 

bad i n some instances, compared t o about t e n ducks. That's 

not a question. 
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Anything else of t h i s witness? 

MR. CARROLL: I have nothing f u r t h e r , Mr. 

Examiner. 

EXAMINER STOGNER: Thank you, Mr. Anderson. 

Mr. C a r r o l l , do you have anything f u r t h e r ? 

MR. CARROLL: No, Mr. Examiner. 

At t h i s time, however, I move the admission of 

E x h i b i t IA, which i s 30 w e l l f i l e s governing — copies of 

the 3 0 w e l l s operated by P o l a r i s ; 

E x h i b i t IB, which includes the documents marked 1 

through 6, and then also 58 photographs marked 1 through 

58; 

E x h i b i t 2, which i s a copy of the bond f i l e ; 

and E x h i b i t 3, which i s the n o t i c e . 

And I would move the admission of those i n t o 

evidence. 

EXAMINER STOGNER: A l l e x h i b i t s , i n c l u d i n g the 54 

[ s i c ] h i g h l y glossy p i c t u r e s , w i l l be admitted i n t o 

evidence a t t h i s time. 

Mr. Bruce? 

MR. BRUCE: Mr. Examiner, could I have j u s t f i v e 

minutes, j u s t t o k i n d of mark a few things? 

EXAMINER STOGNER: Yes, sure. We're going t o 

c a l l a f i v e - t o ten-minute recess a t t h i s time. Five 

minutes f o r Mr. Bruce, f i v e minutes f o r me. 
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(Thereupon, a recess was taken at 2:50 p.m.) 
(The f o l l o w i n g proceedings had a t 3:02 p.m.) 

DAVIS PAYNE, 

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. S i r , w i l l you s t a t e your name and c i t y of 

residence f o r the record? 

A. I'm Davis Payne from Midland, Texas. 

Q. And what i s your r e l a t i o n s h i p t o P o l a r i s 

Production Corporation? 

A. I'm the President of P o l a r i s . 

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. No, I have not. 

Q. Would you b r i e f l y summarize your educational and 

employment background? 

A. I'm a graduate petroleum engineer of the 

U n i v e r s i t y of Texas, and I have been engaged i n the o i l 

business since the e a r l y 1950s, and I have worked i n 

engineering and production p o s i t i o n s since t h a t time. 

Q. P r i m a r i l y i n the Permian Basin? 

A. Correct. 

Q. And how long have you been w i t h P o l a r i s ? 
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A. I started Polaris in 1972. Twenty-five years, 

approximately. 

Q. Okay. And f o r the 20 years before t h a t you 

worked w i t h various other companies i n the business? 

A. Yes. 

Q. I n both engineering and produc t i o n p o s i t i o n s ? 

A. Right. 

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

t h i s case? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I tender Mr. Payne as 

an expert i n production p r a c t i c e s . 

EXAMINER STOGNER: Mr. Payne i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Payne, what i s P o l a r i s ' basic 

p o s i t i o n i n t h i s case? 

A. Well, we would l i k e t h a t the w e l l s not have t o be 

plugged. We have hopes and a s p i r a t i o n s t h a t other zones, 

as w e l l as some extensive recompletion e f f o r t s , can be 

accomplished. 

Q. So the w e l l s would be u s e f u l e i t h e r f o r 

p r o d u c t i o n or f o r monitoring the r e s e r v o i r s i n t h i s area? 

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

Q. Could you look a t what's been marked P o l a r i s 

E x h i b i t 1 and i d e n t i f y t h a t f o r the Examiner, please? 

A. That's a p l a t showing our leases i n the Denton 
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f i e l d of Lea County, New Mexico. 

Q. Okay. And the one — I b e l i e v e the one I gave t o 

the Examiner has your leases shaded i n ye l l o w ; i s t h a t 

c o r r e c t ? Mr. Payne, the one I gave t o the Examiner has 

your leases shaded i n yellow? 

A. Yes. 

Q. Okay. On some of the others i t ' s marked i n 

green. 

How many w e l l s , Devonian or otherwise, are i n 

t h i s immediate area? 

A. Approximately 65 w e l l s . 

Q. And t h a t includes the one the D i v i s i o n seeks t o 

have plugged? 

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

Q. What — Do you have any j u s t s h o r t comments on 

pr o d u c t i o n i n the Devonian, i n the Denton f i e l d ? 

A. Yes. We have recovered about 2 6 percent of the 

o r i g i n a l o i l i n place. 

And according t o many of the s t a t i s t i c i a n s , the 

best way t o increase reserve s i t u a t i o n s a t t h i s day and 

time i s t o work i n known larg e accumulations of o i l . And 

t h a t ' s what we have attempted t o do i n t r y i n g t o e x p l o i t 

the Denton-Devonian r e s e r v o i r . 

Plus, t h e r e are many zones up the hole t h a t have 

never been t e s t e d . There's approximately 14 t o 14 00 f e e t 
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of closure in the Devonian, and most of it, though, is 

around 800 f e e t . So i t ' s a sizeable r e s e r v o i r , and, you 

know, the r e i s s t i l l a l o t t h a t needs t o be done t o 

completely deplete i t . 

Q. I n the l a s t t hree years, how many Devonian w e l l s 

have been d r i l l e d i n t h i s immediate area? 

A. Well, d r i l l e d and h o r i z o n t a l l a t e r a l s , t h e r e have 

been s i x — 

Q. Okay. 

A. — i n the past 3 6 months. 

Q. I s there the chance f o r a d d i t i o n a l d r i l l i n g i n 

t h i s area? 

A. There c e r t a i n l y i s . 

Q. What i s E x h i b i t 2, Mr. Payne? 

A. E x h i b i t 2 i s a diagrammatic sketch showing the 

t y p i c a l casing program. 

Q. No, E x h i b i t 2, the — does E x h i b i t 2 — Yeah, 

t h a t next one, Mr. Payne. 

A. I s t h i s E x h i b i t 2? 

Q. Yeah. 

A. Okay, t h i s shows the l o c a t i o n of the w e l l s t h a t 

have been e i t h e r r e d r i l l e d from top t o bottom or have had 

h o r i z o n t a l l a t e r a l s i n which P o l a r i s was the i n s t i g a t o r and 

the prime mover i n g e t t i n g these p r o j e c t s undertaken. 

Q. And i s E x h i b i t — The second page of t h a t e x h i b i t 

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 

50 

is merely a brief summary of each well; is that correct? 

A. That's c o r r e c t . And i t ' s — I ' d also l i k e t o 

p o i n t out t h a t , you know, we have caused about $5.7 m i l l i o n 

t o be spent i n t h i s area, and the State i s r e c e i v i n g around 

$9000 t o $10,000 a month from the revenues o f f the taxes 

o f f of i t . 

Q. Now, i n your opinion, would plugging the 

wellbores create economic hardship and cause waste? 

A. I t c e r t a i n l y would, because these w e l l s would 

probably never be re-entered, or they would be completely 

l o s t f o r a l l times. And, you know, the time t o recoup 

these reserves i s r i g h t now. 

Q. I s i t the cost — j u s t l o o k i n g a t p l u g g i n g the 

w e l l s , i s i t t h a t cost t h a t ' s keeping you from p l u g g i n g 

them y o u r s e l f ? 

A. No, due t o the f a c t t h a t there i s a long 

i n t e r m e d i a t e s t r i n g here, the recoveries of the p r o d u c t i o n 

s t r i n g are q u i t e good, and the out-of-pocket expenses i n 

plugging w e l l s i s not expensive a t a l l . 

Q. Okay. So what you're saying i s , they're much 

more valuable i f they're l e f t t e m p o r a r i l y abandoned? 

A. That's t r u e . 

Q. Now, what i s E x h i b i t 3? 

A. E x h i b i t 3? I guess I picked up the wrong t h i n g , 

but --
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Q. Yes. 

A. — i t ' s a diagrammatic sketch of a t y p i c a l casing 

program of w e l l s i n the Denton f i e l d . 

And you w i l l note t h a t , as Gary Wink po i n t e d out, 

t h a t there's 350 t o 380 f e e t of surface pipe w i t h cement 

c i r c u l a t e d . There's approximately 4600 t o 4800 f e e t of 

i n t e r m e d i a t e casing w i t h cement c i r c u l a t e d . And then the 

long s t r i n g s are various cement jobs and — but they're not 

important as f a r as the surface water i s concerned. 

Q. Just l o o k i n g a t the wellbores, i f these w e l l s are 

produced i s there any danger of contaminating the 

groundwater j u s t because of the c o n d i t i o n of these 

wellbores? 

A. There i s no way t h a t groundwater could be 

contaminated from these wellbores. 

Cj. NOW, what i s — and as a f o l l o w - u p , you know, I 

t h i n k Mr. Wink said these w e l l s were mostly d r i l l e d 40, 45 

years ago; i s t h a t correct? 

A. That i s c o r r e c t . 

Q. Now, are the w e l l s i n good mechanical c o n d i t i o n ? 

A. They are. There's very l i t t l e c o r r o s i o n i n t h i s 

area. The o i l i s sweet crude, and the produced water i s 

low i n c h l o r i d e s . And consequently a f t e r some 40 years you 

f i n d t h a t a l o t of the t u b i n g s t r i n g s s t i l l have the m i l l e d 

stamps on them. 
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And the tank b a t t e r i e s t h a t you see here are 

o r i g i n a l b a t t e r i e s , you know. There has been very l i t t l e 

c o r r o s i o n from t h i s production, both o i l and water. 

And by the way, the produced water has been 

r e i n j e c t e d since many years back. And none of t h i s water 

t h a t you see i n these p i c t u r e s i s produced water; i t ' s a l l 

r a i n w a t e r . 

Q. Okay. Well, l e t ' s get t o the next issue, then. 

What about cleaning up the w e l l s i t e s and tank b a t t e r i e s as 

the OCD's witness has discussed? Could you discuss t h a t 

f o r the Examiner? 

A. We are more than happy t o clean these t h i n g s up 

as time goes by. We're l i m i t e d only by funds. And, you 

know, we do not t h i n k t h a t any of t h i s surface i s going t o 

reach any k i n d of a contaminating source. 

Our best i n f o r m a t i o n t e l l s us t h a t crude o i l i s a 

biodegradable medium and t h a t i n the presence of c e r t a i n 

b a c t e r i a and high n i t r o g e n t h a t i t w i l l eat i t s e l f up. And 

we have seen t h a t happen i n a l o t of places where the 

v e g e t a t i o n i s more lush a f t e r crude o i l s p i l l s of t h i s type 

than i t i s — than i t was before. 

Q. Now, you have been p u t t i n g — I t h i n k Mr. Wink 

s a i d you've covered up some of the s p i l l s w i t h sand; i s 

t h a t c o r r e c t ? 

A. Our normal procedure has been t o use g i n t r a s h 
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and sand and high-nitrogen fertilizer with a chemical that 
promotes b a c t e r i a l growth. 

Q. Have you t r i e d t o respond every time the OCD has 

had a problem w i t h these? 

A. We have responded every time t h a t they have 

c a l l e d us, and immediately. And the instance t h a t Mr. Wink 

r e f e r r e d t o , t h e r e was a rains t o r m a t t h a t time, and our 

c o n t r a c t o r couldn't get any m a t e r i a l s t o take care of t h a t , 

and consequently these p i c t u r e s were made t h a t makes i t 

look l i k e , you know, we're f l o a t i n g i n o i l . 

Q. P i c t u r e 1 t h a t the OCD submitted, Mr. Davis 

[ s i c ] , could you comment on that ? 

A. That i s a te m p o r a r i l y abandoned w e l l , and t h e r e 

was some o i l accumulation i n the c e l l a r , and ra i n w a t e r 

flowed i n and f l o a t e d t h a t up t o the t o p , and we got the 

c e l l a r pumped out i n p r e t t y short order. 

Q. And then P i c t u r e 44 t h a t the OCD used, i t shows 

standing water. I s t h a t — 

A. That's rainwater w i t h a rainbow of o i l on top of 

i t . 

Q. Did you have discussions w i t h J e r r y Sexton about 

the issues t h a t came up today? 

A. We've been i n c o n t i n u a l conferences and t a l k s 

w i t h J e r r y Sexton over the years about the p o s s i b i l i t i e s 

and the p o t e n t i a l i n the Denton f i e l d , and t h a t we were 
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t r y i n g t o hang on u n t i l we could get a l o t of these 

p r o j e c t s done. 

You know, there's a problem i n c a p i t a l f o r mation 

and c a p i t a l a t t r a c t i o n , and, you know, some of these t h i n g s 

don't happen as f a s t as you'd l i k e f o r them t o , but we've 

been moving along as f a s t as we can, and I t h i n k we've made 

s i g n i f i c a n t e f f o r t s here. You know, I t h i n k we've made a 

s i g n i f i c a n t showing here i n the f a c t t h a t we've g o t t e n two 

new Devonian w e l l s d r i l l e d from top t o bottom, and we have 

the p o s s i b i l i t i e s of many more. 

Q. Mr. Payne, I'm j u s t going t o show you a few 

photos. U n f o r t u n a t e l y , Rand, we only have one s e t . 

I f you could j u s t b r i e f l y i d e n t i f y . Those are 

marked 4A and 4B. What are those from? 

A. Okay, t h i s i s the P r i e s t t r i p l e x , and t h i s i s the 

P r i e s t tank b a t t e r y . 

Q. And a l l of these p i c t u r e s I'm showing, when were 

the p i c t u r e s taken? 

A. These were taken on the 19th of — or the 18th of 

August. 

And I might add t h a t , you know, w i t h a t r i p l e x 

and h y d r a u l i c s i t ' s almost impossible t o keep from having 

some weeping from your plunger a c t i o n , and we pump those 

sumps out on a r e g u l a r basis and keep them pumped out 

and — 
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Q. Okay. Rather than have you i d e n t i f y them, I'm 

going t o run through them. 

P i c t u r e Number 5 i s the P r i e s t Number 4. 

Pi c t u r e Number — or E x h i b i t Number 6 i s the 

P r i e s t Number 2. 

E x h i b i t 7A through 7G are the Shelton tank 

b a t t e r y . 

And E x h i b i t 8 i s the Shelton Number 6. 

Could you j u s t b r i e f l y look a t them and make sure 

t h a t those p i c t u r e s were taken yesterday? And then I ' l l 

pass them around f o r the other f o l k s t o see. 

And were these p i c t u r e s taken under your — by 

you or under your d i r e c t i o n ? 

A. They were under my d i r e c t i o n , yes. They are, and 

I might add t h a t these b a t t e r i e s are i n a — j u s t about the 

same c o n d i t i o n t h a t the other b a t t e r i e s i n t h i s f i e l d are 

i n . 

MR. BRUCE: Sorry about the lack of copies, Mr. 

Examiner. 

Q. (By Mr. Bruce) And i t ' s your o p i n i o n , 

c o n s i d e r i n g the age of these w e l l s and tank b a t t e r i e s , t h a t 

t h e y ' r e i n good condition? 

A. Yes, I t h i n k t h a t they are. 

Q. And again, you are w i l l i n g t o work w i t h t he 

D i v i s i o n on these matters? 
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A. We certainly are. We have been in business for a 

long time, and we don't want t o get out of business anytime 

soon, and we're not a f l y - b y - n o t operator, and the 

Commission i s not going t o be l e f t w i t h these w e l l s t o plug 

on t h e i r own. We're going t o take care of these. 

We j u s t need a l i t t l e more time t o — B a s i c a l l y 

what we're asking f o r time f o r i s t o continue the 

development and t r y t o improve our reserve s i t u a t i o n and 

our cash-flow s i t u a t i o n and our producing c a p a c i t i e s . 

Q. Were E x h i b i t s 1 through 8 prepared by you or 

under your d i r e c t i o n or compiled from company business 

records? 

A. Yes, they were. 

Q. And i n your opinion, should the A p p l i c a t i o n of 

the D i v i s i o n i n t h i s case be denied? 

A. Yes, i t should. 

MR. BRUCE: Mr. Examiner, a t t h i s time I ' d move 

the admission of P o l a r i s E x h i b i t s 1 through 8. 

EXAMINER STOGNER: E x h i b i t s 1 through 8 by 

P o l a r i s w i l l be admitted i n t o evidence a t t h i s time. 

Mr. C a r r o l l , your witness. 

MR. CARROLL: Thank you, Mr. Examiner. 

CROSS-EXAMINATION 

BY MR. CARROLL: 

Q. Mr. Payne, I take i t from your l a s t statement 
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t h a t i t ' s your p o s i t i o n the D i v i s i o n should a l l o w you t o 

spend your money developing a d d i t i o n a l reserves, r a t h e r 

than c l e a n i n g up any contamination t h a t has occurred 

because of past a c t i v i t i e s ; i s t h a t a f a i r c h a r a c t e r i z a t i o n 

of your statement? 

A. No, s i r , i t i s not. I don't know how you're — 

i f you're aware of how independents a t t r a c t c a p i t a l , but i t 

i s not our c a p i t a l t h a t w i l l be put i n t o these p r o j e c t s ; i t 

w i l l be those of others. 

We're earning a c a r r i e d i n t e r e s t and v a r i o u s 

d i f f e r e n t trades t h a t come about, but we do end up w i t h an 

i n t e r e s t i n these w e l l s , and i t w i l l enhance our cash-flow 

p o s i t i o n and help us t o get our c u r r e n t assets i n b e t t e r 

p o s i t i o n . 

And c u r r e n t l y , you know, we cannot stand a 

$10,000- t o $20,000-a-month fee f o r remediation. 

Q. Do you a l l o c a t e any p o r t i o n of t h i s i n v e s t o r 

c a p i t a l you a t t r a c t t o clean-up a c t i v i t i e s , or does i t a l l 

go t o f i n d i n g new reserves? 

A. I t ' s a l l f o r f i n d i n g new reserves. 

Q. You don't set aside a separate fund f o r the 

eventual cleanup or plugging of the wells? 

A. No, the only t h i n g t h a t would come out of t h a t 

would be what our p a r t would be from prod u c t i o n of these 

w e l l s . 
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Q. Mr. Payne, i f you could direct your attention to 

what i s Marked P o l a r i s E x h i b i t Number 2, i t ' s i n the second 

page, you make the statement t h a t "The f o l l o w i n g p r o j e c t s 

have been undertaken as a r e s u l t of P o l a r i s ' a c t i v i t i e s i n 

att e m p t i n g t o recover... Devonian reserves." You l i s t a 

number of p r o j e c t s and then you s t a t e a t the end t h a t 

" P o l a r i s has caused t o be spent $5.7 m i l l i o n . . . " ; i s t h a t 

c o r r e c t ? 

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

Q. How much has P o l a r i s spent? 

A. On those p r o j e c t s , nothing. 

Q. P o l a r i s has caused them t o be spent, but P o l a r i s 

has spent nothing. 

Okay, do you have a s i m i l a r l i s t of a c t i v i t i e s 

where — t h a t would say the f o l l o w i n g cleanups have taken 

place as a r e s u l t of P o l a r i s ' a c t i v i t i e s , a t t e m p t i n g t o 

clean up i t s p r i o r a c t i v i t i e s ? 

A. We've been — We've been attempting i n the best 

way t h a t we could t o f o l l o w the d i r e c t i o n s t h a t we've been 

given. We got the P a c i f i c Royalty lease w i t h t h r e e w e l l s 

plugged l a s t year. We're c o n t i n u i n g t o do those. 

But we don't want t o see the w e l l s , t h a t you're 

asking t o be plugged and abandoned now, plugged, because 

t h e r e are too many t h i n g s t h a t are a p o t e n t i a l i n them t h a t 

we r e a l l y need t o work w i t h . 
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There's f i v e or s i x d i f f e r e n t zones up the hole 

t h a t have good l o g c h a r a c t e r i s t i c s and should be producing 

w e l l s , and we need those wellbores, and we need those 

wellbores f o r the — t o a t t r a c t somebody else t o do the 

work on them. 

Q. Well, Mr. Payne, you're aware t h a t the D i v i s i o n 

does not want any w e l l s plugged prematurely e i t h e r . The 

D i v i s i o n does want the surface cleaned up, and i t appears 

t h a t although you s t a t e you've been working w i t h the 

D i v i s i o n i n cleaning up the surfaces, i n f a c t , t h a t has not 

been the case. We have had no contact from you since — 

when? 

A. Not since about a week ago. One of your men 

c a l l e d us and t o l d us about the gas leak on the P r i e s t 

Number 4, and we immediately took care of i t . 

Q. And you're — 

A. So we're i n constant contact w i t h your people. 

Q. And they t o l d you t o j u s t cover the space w i t h 

d i r t — 

A. They — yes. 

Q. — i s t h a t correct? 

A. They t o l d — They said e v e r y t h i n g was a l l r i g h t , 

you know. We d i d n ' t get any k i n d of feedback t h a t they 

were d i s s a t i s f i e d , t h a t t h a t was not going t o . . . 

Q. Did you read those l e t t e r s t h a t were contained i n 
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OCD Exhibit Number IB? 

A. Yes, I read those. 

Q. P a r t i c u l a r l y the packet marked 5 — 

A. But we — 

Q. — the l e t t e r from Mr. --

A. — we have been out every time t h a t we were t o l d 

t o come out, and we have attempted t o clean e v e r y t h i n g up, 

and we have — 

Q. And what have you done — 

A. — we have vacuumed — 

Q. — i n your attempts t o — 

A. We have vacuumed the standing o i l up and, as I 

s a i d , we have added sand and g i n t r a s h and chemicals t o — 

Q. And what i s g i n trash? 

A. What? 

Q. What i s g i n trash? 

A. Well, i t ' s the residue out of the c o t t o n gins 

t h a t has absorptive q u a l i t i e s . I t ' s a — I t absorbs a l o t . 

I t ' s the b o l l s and c o t t o n . 

Q. And then what do you do w i t h the sand and g i n 

t r a s h a f t e r i t ' s absorbed a l l the s o i l ? 

A. Well, we haven't hauled i t o f f y e t , but 

e v e n t u a l l y i t w i l l be hauled o f f . 

Q. How soon? 

A. As soon as we can get t o i t . 
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Q. When w i l l t h a t be? 

A. Well, as I sai d , we're only l i m i t e d by the cost, 

and some of these t h i n g s can cost a tremendous amount of 

money. 

Q. When w i l l funds be a v a i l a b l e t o pay t h a t cost? 

A. I f I could t e l l you e x a c t l y — I know what you're 

d r i v i n g a t . You want a d e f i n i t e date t h a t we're going t o 

haul o f f ev e r y t h i n g . 

But i n production operations, p a r t i c u l a r l y w i t h 

o l d w e l l s and marginal w e l l s — and we're doing our 

damnedest t o keep marginal w e l l s on pro d u c t i o n , and I t h i n k 

everybody i n the State of New Mexico b e n e f i t s from keeping 

those w e l l s on production. 

And i f we weren't so tenacious — You know, a l o t 

of people wouldn't be. They would go ahead and pl u g them 

and move them out. 

But you know, I've worked on t h i s t h i n g f o r a 

long time, and i t ' s about t o come t o f r u i t i o n . And, you 

know, I hate t o see — hate t o walk away and see the 

reserves t h a t are i n the Denton f i e l d l e f t , you know, 

because th e r e — as t h i s has pointed out, you know, there's 

been a considerable amount of money spent on independent 

c o n t r a c t o r s and jobs provided and, you know, new reserves 

found. And i t b e n e f i t s us a l l . And I hope t h a t someday i t 

b e n e f i t s me. I t hasn't so f a r , I guarantee you. 
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Q. Well, do you be l i e v e o i l - — 

A. We haven't been a l l t h a t successful. 

Q. — o i l f i e l d s p i l l s and leaks l i k e what appear i n 

t h i s p i c t u r e , do they b e n e f i t us a l l ? 

A. Well, less than three percent of the surface i s 

i n v o l v e d . And you know, f o r t h a t contamination t o move 

i n t o the groundwater, i t would be v i r t u a l l y impossible. 

You'd have t o have some h y d r a u l i c setup. You'd have t o put 

a tremendous amount of pressure on i t and, you know, 

there's a l o t of — i n surface t e n s i o n and e v e r y t h i n g t o 

get a m a t e r i a l l i k e t h a t t o move i n t o the groundwater. 

Q. R e f e r r i n g again t o the second page of your 

E x h i b i t Number 2, you say the r e s u l t of P o l a r i s ' causing 

a l l these a d d i t i o n a l development a c t i v i t i e s has been 360 

b a r r e l s of o i l produced per day w i t h net revenues t o the 

State of $9600 a month — 

A. Right. 

Q. — i s t h a t correct? 

What are the revenues t o P o l a r i s per month? 

A. Oh, I'm ashamed t o say about $1000 a month. 

Q. Have you determined the extent of contamination 

a t any of these s i t e s ? 

A. We t h i n k i t ' s minimal. We have not — we have 

not — 

Q. You t h i n k , but have you determined i t ? 
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A. We have not d r i l l e d down below — I n many places 

t h e r e , the surface s o i l i s not over t h r e e or f o u r inches. 

Q. What? Have you dug down w i t h a shovel — 

A. Yes. 

Q. — t o determine the — 

A. Yeah. 

Q. On what s i t e was that? 

A. Along the P a c i f i c Royalty. 

Q. What about the other s i t e s ? 

A. Well, we — 

Q. Have you dug down w i t h a shovel or dug any 

boreholes? 

A. No, we have not dug any boreholes. 

Q. So you've j u s t dug a shovel i n t o the one s i t e t o 

determine i t ' s only three t o fo u r inches deep? 

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

Q. Can you give us some dates as t o when y o u ' l l 

determine the extent of the contamination a t the other 

s i t e s ? 

A. Well, i t w i l l — 

Q. I t sounds l i k e i t would only take a shovel? 

A. What? 

Q. I t sounds l i k e i t won't cost you anything but 

going out the r e w i t h a shovel? 

A. Well, we have done t h a t i n a l o t of places 
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o u t l y i n g , and there i s not — there's not t h a t much 

contamination. I mean, there's not t h a t much t h a t i s — 

not contamination, but there's not co a t i n g of the sand 

p a r t i c l e s . 

Q. At what s i t e s again? 

A. Of the P r i e s t . 

Q. And what other s i t e s ? 

A. And the State A. The State A i s another case 

l i k e P a c i f i c Royalty where there's a very, very shallow 

s o i l system. 

Q. Can you give us a time where you w i l l r e p o r t t o 

the OCD as t o each s i t e and the extent of contamination a t 

each s i t e ? 

A. Yes, I can. 

Q. When w i l l t h a t date be? 

A. Well, I can do i t w i t h i n a month. 

Q. So today's August 21st, so you're saying by 

September 21st y o u ' l l provide the OCD w i t h a r e p o r t as t o 

the e x t e n t of contamination of each of these s i t e s ? 

A. (Nods) 

Q. Thank you. 

EXAMINER STOGNER: Mr. Bruce? 

MR. CARROLL: Hold i t , I'm not done. 

EXAMINER STOGNER: Oh, I'm so r r y , I — 

MR. CARROLL: I was j u s t thanking him f o r — 
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EXAMINER STOGNER: Oh, I'm sorry. 

MR. CARROLL: — pledging t o provide t h a t r e p o r t . 

EXAMINER STOGNER: Well, a l l r i g h t . 

Q. (By Mr. C a r r o l l ) Mr. Payne, you s t a t e d t h a t you 

would l i k e these w e l l s l e f t TA'd. I t i s my impression t h a t 

these w e l l s haven't been TA'd i n compliance w i t h OCD 

requirements. Have they been TA'd or not? 

A. They probably have not. But th e r e i s no — 

There's no c o r r o s i v e m a t e r i a l s here, t h e r e i s no reason t o 

suspect t h a t t h e r e i s any k i n d of casing leaks here. And 

furthermore, you know, you can't get any crossflow. 

Q. Are you aware t h a t there's an OCD r u l e r e q u i r i n g 

t h a t these w e l l s be TA'd, brought back i n t o p r o d u c t i o n or 

plugged? 

A. Yes, I am. 

Q. So you're a d m i t t i n g you're i n v i o l a t i o n of OCD 

rule s ? 

A. Well, we thought we were going t o be able t o get 

some recompletion attempts s t a r t e d on them r i g h t away. 

Q. You s t a t e , the wellbores — 

A. We thought t h a t the OCD would be as b e n e f i t t e d by 

i t as we would i f we would put these w e l l s t o b e n e f i c i a l 

use. 

Q. The OCD would. But, you know, s p i l l s and 

contamination do not b e n e f i t the OCD or the p u b l i c . And 
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you could also help us out th e r e . 

A. I f you demand t h a t these w e l l s be plugged, then 

they w i l l be gone fore v e r . 

Q. Mr. Payne, you s t a t e t h a t there's no c o r r o s i o n 

and the wellbores are i n f i n e shape, y e t I see a l o t of o i l 

s p i l l s and leaks. How do you account f o r the s p i l l s and 

leaks? 

A. Pressure and — you know, extreme pressures when 

you're working w i t h the h y d r a u l i c s where your pressures are 

2000 t o 3000 pounds. And you know, when you have a leak 

i t ' s a bad one. And you know, you'd have t o take care — 

take every piece of equipment t h a t you had and replace i t 

every s i x months. You know, i t would be economically 

impossible. 

Q. Did you r e p o r t any of these s p i l l s and leaks t o 

the OCD? 

A. I t h i n k we d i d . 

Q. Which ones? 

A. I can't r e c a l l . 

Q. Do you remember a t what times? 

A. Well, I can't r e c a l l r i g h t offhand. 

Q. Could you also provide me, w i t h i n a month, copies 

of your s p i l l reports? 

A. Maybe we could c a l l f i r s t , because the ranchers 

i n close contact w i t h Mr. Wink, and he c a l l s — 
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MR. WINK: I haven't talked to him in a year. 

Q. (By Mr. C a r r o l l ) Mr. Payne, could you also 

provide us w i t h a r e p o r t of a l l these s p i l l and leak 

r e p o r t s t o us t h a t you've made? 

A. What? 

Q. Could you provide us copies of a l l the s p i l l 

r e p o r t s you've made t o the OCD over the l a s t years? 

A. (Nods) 

EXAMINER STOGNER: I'm s o r r y , I d i d n ' t hear the 

answer t o t h a t one. 

THE WITNESS: I said yes. 

EXAMINER STOGNER: Okay, good. 

Q. (By Mr. C a r r o l l ) Mr. Payne, you plugged t h r e e 

w e l l s l a s t year? 

A. Yes, s i r . 

Q. What was your agreement w i t h the OCD regarding 

how many w e l l s you would plug and what cleanup e f f o r t s you 

would make? 

A. One w e l l a quarter. 

Q. So t h a t takes care of thr e e q u a r t e r s of l a s t 

year. What about since t h a t time? 

A. We do not have any r e a l l y good candidates. We 

want t o save those wellbores f o r the p r o j e c t s t h a t we have 

on tap r i g h t now. 

And the m a t e r i a l t h a t i s s t i l l l e f t on the 
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P a c i f i c Royalty, we had permission from the rancher t o 

leave t h a t pumpjack there. You know, i t costs q u i t e a b i t 

of money t o move those pumpjacks around, and he d i d n ' t have 

any o b j e c t i o n , and i t ' s not much of an inconvenience or an 

eyesore. 

Q. On what s i t e was that ? 

A. The P a c i f i c Royalty Number 3. 

Q. Mr. Payne, p r i o r t o p r o v i d i n g the OCD w i t h a 

r e p o r t on the extent of the contamination a t these s i t e s , 

would you please contact the Environmental Bureau t o get 

t h e i r approval f o r your i n v e s t i g a t i o n p lan f i r s t ? 

A. A l l r i g h t . 

MR. CARROLL: Thank you. 

Mr. Examiner, may I approach the witness and 

d i r e c t the Examiner and Mr. Bruce t o look a t P i c t u r e s 1 and 

5? 

EXAMINER STOGNER: For t h a t purpose, yes. 

Q. (By Mr. C a r r o l l ) Mr. Payne, i f you j u s t look a t 

these p i c t u r e s — and we've looked a t them before — on the 

lower r i g h t - h a n d side of t h i s wellhead, t h e r e appears t o be 

a leak. Do you agree t h a t i n lo o k i n g a t the l a r g e r p i c t u r e 

t h e r e 1s — 

A. Yes. 

Q. What could be causing t h a t leak? 

A. There i s a guided thread i n the wellhead, and we 
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pulled the bull plug out and replaced that, and it still — 

The threads are bad, and i t ' s a major t h i n g t o re - r u n the 

threads. 

But there's a very small amount of gas coming out 

of t h e r e . And we don't f e e l l i k e t h a t i t ' s doing t h a t much 

damage, but we w i l l take care of i t . We're going t o t r y t o 

get t h a t — the threads cleaned out on t h a t — i n t h a t 

head. 

Q. How long has t h i s c o n d i t i o n existed? 

A. I t ' s e x i s t e d f o r q u i t e some time, I ' l l have t o 

admit. But again, i t ' s j u s t a small amount of gas, less 

than one MCF a day. 

Q. So you're saying j u s t gas i s escaping here, no 

o i l ? 

A. Yes, s i r . 

Q. And what have you done t o clean up t h i s s i t e ? 

A. That's i n our p i c t u r e s , i t ' s . . . 

Q. That i s the same wellhead? 

A. Yes, s i r . 

MR. WINK: I have a p i c t u r e of i t too a t t h a t 

time, around t h a t time. 

Q. (By Mr. C a r r o l l ) A l l r i g h t , Mr. Payne, when you 

on September 21st provide the OCD w i t h a r e p o r t on the 

ext e n t of contamination a t these s i t e s and i t i s found t h a t 

t h e r e i s contamination, what do you int e n d t o do then t o 
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remediate that contamination? 

A. Well, of course, Mr. Wink has t o l d us t h a t , you 

know, i t costs $100,000 or $200,000, I b e l i e v e was the 

f i g u r e t h a t he used, was $100,000, and I don't have t h a t 

k i n d of money. 

Q. What can you do w i t h what you have a t hand? 

A. I f you haul a l l of t h a t d i r t out and are fo r c e d 

t o put i n new d i r t , a l o t of the environmental people are 

saying t h a t t h i s i s a biodegradable s i t u a t i o n and i t i s 

going t o take care of i t s e l f and there i s no — i t ' s not 

going t o move, i t ' s not going t o p o l l u t e anything. 

And we are i n hopes t h a t we can leave i t l i k e i t 

i s and — f o r a few more years and add chemicals t o i t . 

And places where tank b a t t e r i e s have been abandoned, the 

grass i s growing over the top of them. And one of the 

tanks, one of the p i t s t h a t we f i l l e d i n under t h e i r 

d i r e c t i o n — 

Q. What s i t e i s tha t ? 

A. I t ' s on the State A. There i s grass and weeds 

growing i n the middle of t h a t p i t . 

Q. Okay, I'm not t h a t f a m i l i a r w i t h i n s i t u 

remediation. Don't you — You're r i g h t , you t r e a t i t and 

you d i s k i t sometimes, and — 

A. Correct. 

Q. — you w i l l commit t o working w i t h our 
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environmental group to see what can be done with — 

A. I n s i d e and around the b a t t e r y proper, you know, 

i f you s t a r t d i s k i n g , you know, your tanks are going t o 

s e t t l e , they're going t o go out from under you. That would 

c a l l f o r abandoning the i n s t a l l a t i o n and s t a r t i n g over 

again, removing a l l of t h a t and d i s k i n g i t and s t a r t i n g 

over again. 

Q. What amount of money per month can P o l a r i s commit 

t o c l e a n i n g up these s i t e s ? 

A. We can commit $2 000 a month. 

Q. Commencing immediately? 

A. Yes. 

Q. So I take i t from your testimony t h a t you b e l i e v e 

t h a t the b e n e f i t of a l l o w i n g you t o pursue a d d i t i o n a l 

reserves outweighs the cost of having contaminated s i t e s a t 

present? 

A. Tremendously, yes, because when you t a l k about 

contaminated s i t e s , you're t a l k i n g about less than two t o 

th r e e percent of the surface area. Out of a 3 20-acre 

lease, f o r instance, there's less than t h r e e acres. That's 

a one percent. 

Q. Where else do you have operations, Mr. Payne? 

A. I n Crockett County, Texas, and Crane County, 

Texas, and Nolan County, Texas, Upton County, Texas. 

Q. Does the Railroad Commission have r u l e s regarding 
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contamination at wellsites and remediation of those? 

A. Yes, s i r , they do. And they b a s i c a l l y say t h a t 

the biodegradable s i t u a t i o n i s going t o be good over the 

long haul. 

Q. Mr. Payne, why d i d n ' t you contact the OCD when 

you received n o t i c e of t h a t hearing, contact our Hobbs 

O f f i c e and work out a plan w i t h them t o clean up these w e l l 

s i t e s , r a t h e r than coming up here t o Santa Fe? 

A. Well, a t the time I d i d n ' t t h i n k t h a t t h e r e was 

any o p t i o n . And I contacted Mr. Bruce and he s a i d t h a t you 

were on va c a t i o n . And I said, Well, should I go t o Hobbs 

or not? I haven't been t o Hobbs since J e r r y Sexton 

r e t i r e d . 

And so you were gone approximately t h r e e or f o u r 

weeks. I don't remember the time schedule. But I d i d n ' t 

know whether t o go t o Hobbs and — you know, we're more 

than — We d i d n ' t i n t e n d f o r i t t o come t o Santa Fe u n t i l 

we were served w i t h t h i s n o t i c e . 

Q. I have a r e t u r n r e c e i p t from my l e t t e r sent t o 

you dated June 25th. 

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

Q. And I s t a t e i n t h a t l e t t e r t h a t , "At t h i s p o i n t 

you have the f o l l o w i n g options: Work w i t h the Hobbs 

D i s t r i c t O f f i c e regarding a plan f o r b r i n g i n g a l l i t s w e l l s 

i n t o compliance", and, "Upon your request, w i t h the Hobbs 
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Office's concurrence, we w i l l then continue the hearing 

date u n t i l the wells are brought into compliance, at which 

time we w i l l dismiss the case..." 

I guess you d i d n ' t take t h a t o p t i o n , d i d you? 

A. Yes, I took the o p t i o n , but — 

Q. You worked w i t h the Hobbs O f f i c e t o b r i n g a l l 

these w e l l s i n t o compliance? 

A. We had been working w i t h the Hobbs O f f i c e , and I 

d i d n ' t — I guess I overlooked t h a t p a r t of i t . 

Q. And how were you working w i t h the Hobbs O f f i c e ? 

A. Well, I had made many t r i p s up t h e r e t o t a l k t o 

J e r r y Sexton, and J e r r y Sexton was always — d i d me the 

courtesy of c a l l i n g before he was ever going t o shut us 

down, l i k e t h i s deal, you know, of sending out a n o t i c e 

where t h i s has been set f o r hearing, t h a t we were going t o 

be demanded t o plug 18 w e l l s . 

And of course you can imagine what k i n d of a 

shock and — you know, r i g o r m o r t i s sets i n because of the 

enormity of t h a t s i t u a t i o n j u s t coming a l l a t one time. 

You know, we were not c a l l e d and t o l d t h a t you were going 

t o demand t h a t these w e l l s be plugged and abandoned. 

And we had no forewarning, we had no time t o get 

ready and say, you know — J e r r y Sexton had only r e t i r e d 

about t h r e e weeks when we got t h i s n o t i c e . 

And, you know, I f r a n k l y d i d n ' t t h i n k t h a t you 
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had intended to negotiate or give us any kind of a leeway 
a t a l l . I thought you were demanding t h a t these w e l l s were 

going t o be plugged. 

Q. Mr. Payne, I ' l l p o i n t you t o the June 2 5th l e t t e r 

again, which i s almost two months ago. Your f i r s t o p t i o n 

was working w i t h the Hobbs D i s t r i c t O f f i c e . I f you worked 

w i t h the Hobbs D i s t r i c t O f f i c e on a mutually agreeable 

p l a n , we would continue t h i s case t i l l t h a t p lan was 

completed, and then we would dismiss the case — 

A. That's when I — 

Q. — i s n ' t t h a t correct? 

A. That's when I contacted Jim and asked him what I 

should do. And he sai d , w e l l , I ' l l go t a l k t o you. And he 

came back and said you were on vacation and, you know, t h a t 

we should j u s t leave i t l i k e i t i s u n t i l you got back. 

Q. So my vacation prevented you from working w i t h 

the Hobbs D i s t r i c t O f f i c e t o b r i n g these w e l l s i n t o 

compliance? I s t h a t what you're t e l l i n g the Examiner? 

A. I'm t e l l i n g the Examiner t h a t we took t h i s 

s i t u a t i o n s e r i o u s l y , t h a t , you know, i t ' s — i t looks l i k e 

i t ' s an attempt t o put you out of business, i n a business 

t h a t we've been i n f o r 2 5 years, and we were given no 

options other than t o appear and defend ourselves, and 

t h a t ' s what we're t r y i n g t o do, and t o make our p o s i t i o n 

c l e a r . 
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Because Jerry Sexton was made amply aware of what 

we were trying to do in the Denton f i e l d , and he agreed. 

You know, he agreed t h a t there were — t h a t t h e r e was 

tremendous reserves i n the Denton f i e l d . 

And, you know, the — There's too much p o t e n t i a l 

and too much good s t u f f t o allow the Denton f i e l d t o be 

l e f t l i k e i t was. Of course, i t ' s not going t o be now, 

because t h e r e have been two w e l l s d r i l l e d t h a t were 

successful. And i t w i l l go on from here. 

But I plead w i t h you t o leave our w e l l s l i k e they 

are u n t i l we can f i n i s h g e t t i n g the plans together f o r 

recompleting i n upper zones. There's the Abo and the Clear 

Fork and there's a good G l o r i e t a s e c t i o n i n these w e l l s . 

And of course there's not going t o be — I t ' s not u n i f o r m l y 

blanketed over the whole s t r u c t u r e , but there's a 

s i g n i f i c a n t San Andres. And, you know, we want t o pursue 

a l l of those t h i n g s . 

Some of them we couldn't do back a few years ago 

because they r e q u i r e d a s i g n i f i c a n t investment. And, you 

know, today we have incorporated some other w e l l s t h a t were 

i n our package t h a t won't r e q u i r e t h a t k i n d of an 

investment before these zones are t e s t e d . And, you know, 

they w i l l be t e s t e d , and i t w i l l be as a r e s u l t of what 

we've done i t the Denton f i e l d . 

And t h a t i s because we were allowed t o stay and 
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produce what leases that we had and because we were not 

f o r e c l o s e d upon. 

And I would plead w i t h you t o accept our 

exp l a n a t i o n , t h a t we are attempting t o do what we can do 

w i t h i n the r u l e s of the Commission. And we're not a f l y -

b y - night operator, and we're not t r y i n g t o get away w i t h 

anything. And we don't t h i n k t h a t we're contaminating the 

atmosphere and we're contaminating the groundwater. 

You know, there's a l o t of argument about how 

much you can move hydrocarbons when they're l a y i n g on top 

of the ground. 

EXAMINER STOGNER: Mr. C a r r o l l , have you got any 

other questions? 

MR. CARROLL: Yes, I t h i n k I have one more. 

Q. (By Mr. C a r r o l l ) Mr. Payne, what's the amount of 

f i n e you t h i n k the OCD should levy on P o l a r i s i f P o l a r i s 

does not spend the $2 000 i t j u s t pledged per month t o clean 

up i t s s i t e s and provide the r e p o r t on the ex t e n t of the 

contamination by September 21st and then pledge t o 

remediate the contamination found through t h a t 

i n v e s t i g a t i o n ? I f P o l a r i s doesn't f o l l o w through w i t h the 

agreement you j u s t pledged, what should the OCD f i n e 

P o l a r i s ? 

A. Well, I would say zero because — 

Q. And why? 

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 

77 

A. —we're doing the best that we can do. And if 

you want t o send us i n t o bankruptcy by having us remediate 

t o the tune of $100,000 a s t r i p of Lea County land t h a t ' s 

50 f e e t wide and 300 f e e t land, t h a t ' s b ordering on the 

r i d i c u l o u s . 

Q. Well, l e t ' s l i m i t i t t o j u s t what you pledged. 

What i f you ignore your agreement and you don't spend any 

amount, l e t alone $2000, on remediation i n the next s i x 

months? What should P o l a r i s be fined? 

A. My answer t o you i s zero, because we're doing the 

best t h a t we can do, I can assure you. Our p r o f i t a b i l i t y 

has not been t h a t great on these p r o p e r t i e s , and we're 

l o o k i n g forward t o incr e a s i n g our reserves and improving 

our cash-flow p o s i t i o n . And i f our cash-flow p o s i t i o n i s 

m a t e r i a l l y increased and improved, we w i l l c e r t a i n l y do i t 

and g i v e you a time schedule. 

But as of t h i s day, t h i s 21st day of August, I 

don't have t h a t k i n d of guarantee, you know. Maybe you can 

guarantee, but an o i l producer t h a t i s s u b j e c t t o a l o t of 

v a r i a b l e s , I don't t h i n k , has t h a t c a p acity. 

I f I made a guarantee t o you today — 

Q. Mr. Payne, pardon me but I thought you j u s t 

pledged t h a t you would spend a t l e a s t $2 000 a month, and 

you j u s t s a i d t h a t w i t h i n the l a s t h a l f hour. 

A. I sa i d I would, but you're d w e l l i n g on the — 

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 

78 

what fine is going to be imposed if we don't -
Q. So there's no penalty f o r you f o l l o w i n g through 

on t h a t agreement. 

And do you be l i e v e a f i n e should be assessed i f 

you don 11 provide the r e p o r t next month on the e x t e n t of 

the contamination a t a l l these s i t e s ? 

A. No, I don't. 

MR. CARROLL: That's a l l the questions I have. 

EXAMINER STOGNER: Mr. Bruce, r e d i r e c t ? 

MR. BRUCE: No, s i r . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. How long has P o l a r i s had the Denton f i e l d ? 

A. We bought Shell's i n t e r e s t i n 1972 or 1973. 

Q. And what percentage of the t o t a l p r o d u c t i o n 

a t t r i b u t e d t o the Denton f i e l d has P o l a r i s been i n v o l v e d 

i n , on top of Shell's production? 

A. On top of Shell's production? 

Q. Yeah. Let's say 100 percent of the p r o d u c t i o n 

has come out of the Denton f i e l d . What percentage has 

P o l a r i s been involved in? 

A. Oh, probably 15 percent. But t h a t ' s a f i g u r e o f f 

the top of my head. 

Q. Have you had p r o j e c t s i n t h i s area on a tab f o r 

t h a t long, since 1972, as you mentioned? 
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A. No, s i r , the p r o j e c t s have developed over the 

p e r i o d of years. We t r i e d t o put a secondary recovery 

p r o j e c t together w i t h Mobil i n about 1986 or 1984, and 

t h a t 1 s when most of the — of my i n t e r e s t i n the technique 

t h a t we were going t o r e q u i r e t o recover and when most of 

the o i l - i n - p l a c e f i g u r e s were d e l i n e a t e d , was d u r i n g t h a t 

time. 

And of course, I had done q u i t e a b i t of work on 

the C e n t r a l Basin Platform and the Clear Fork, and t h a t was 

one of my goals when we purchased t h i s package from S h e l l 

i n 1972. 

Q. Has t h a t goal been e s t a b l i s h e d yet? 

A. What? 

Q. Has t h a t goal been --

A. No, s i r , i t hasn't, but we're — 

Q. When i s i t going t o be? 

A. We t h i n k we're close. 

Q. How long have you thought you were cl o s e , Mr. 

Payne? Were you close i n 1972, when the booms were on? 

How about 1980? Were you close i n 1980? 

A. Yes, we were very close. 

Q. I bet you were close i n 1989, whenever we had a 

resurge and du r i n g the Gulf War. Were you close then? 

A. No, s i r , we weren't. We had — 

Q. Are you close now? How close are you? 
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A. (No response) 

Q. Do you know the penalty of p e r j u r y ? I ask t h a t 

q uestion because I don't, but I thought you might know from 

some past experience. 

A. No, I've had no experience t o — I don't i n t e n d 

t o engage i n p e r j u r y , but I don't — 

Q. You went t o the U n i v e r s i t y of Texas f o r a 

petroleum engineering degree? 

A. Yes, s i r . 

Q. Uh-huh. Was i t common p r a c t i c e t o be taught t o 

st o r e o i l on the ground l i k e t h i s ? I s t h a t what the 

U n i v e r s i t y of Texas a t the petroleum engineering — 

A. No, s i r . 

Q. I d i d n ' t t h i n k so. Why do you do i t ? 

A. We're not attempting t o s t o r e o i l on top of the 

ground. We're t r y i n g t o s e l l every drop t h a t we can get t o 

the p i p e l i n e . 

Q. Did you s e l l the o i l t h a t was on the ground? 

A. No, s i r , we were not able t o . 

Q. How much d i d you lose? 

A. Over a p e r i o d of years, I imagine we've l o s t 200 

t o 300 b a r r e l s . 

Q. That's q u i t e a s i g n i f i c a n t amount t o drop, i s n ' t 

i t ? 

A. I t i s f o r a producer l i k e we are. 
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Q. Uh-huh. 

A. We — but we're — 

Q. You mentioned — You used a term t w i c e , " f l y - b y -

n i g h t " . What i s a f l y - b y - n i g h t organization? How would I 

spot one? Describe t o me a f l y - b y - n i g h t o i l operator. 

A. Well, somebody t h a t ' s — gets i n and stays f o r 

s i x weeks and leaves and... 

Q. I've known some major companies t h a t ' s come i n 

and been s i x months and then l e f t , Fina f o r one. They 

weren't here very long. Are they a f l y - b y - n i g h t ? Should I 

consider them a f l y - b y - n i g h t ? 

A. No, I wouldn't t h i n k so. 

Q. A l l r i g h t . 

A. They f u l f i l l t h e i r o b l i g a t i o n s , and we i n t e n d t o 

f u l f i l l our o b l i g a t i o n s . 

Q. But they were only here s i x months. How — 

What's some other parameters f o r a f l y - b y - n i g h t o u t f i t ? 

A. Well, I don't have any s p e c i f i c s . However, the 

o i l business over the period of years has been f u l l of 

people t h a t were not p a r t i c u l a r l y responsible. And I don't 

consider myself an i r r e s p o n s i b l e person. 

EXAMINER STOGNER: Does anybody else have 

anything f u r t h e r ? 

I don't t h i n k there's any need of any c l o s i n g 

arguments today; I'm not going t o seek any. 
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At t h i s time I'm going t o take t h i s matter — 

I ' l l t e l l you what. 

Mr. Bruce, would you get w i t h Mr. C a r r o l l and 

come up w i t h a plan of a c t i o n pursuant t o what Mr. Payne 

t a l k e d about i n h i s $2 000-a-month o b l i g a t i o n ? 

MR. CARROLL: And the September 21st r e p o r t ? 

EXAMINER STOGNER: Yes, September 21st r e p o r t . 

MR. BRUCE: I w i l l get together w i t h Mr. C a r r o l l . 

MR. CARROLL: Do you want t h a t i n a proposed 

order? 

EXAMINER STOGNER: Yes, I do. 

You're a man of honor, Mr. Payne. I'm going t o 

hol d you t o t h a t word. That's why I want a p e n a l t y put i n 

t h a t p r o v i s i o n , and h o p e f u l l y i t won't be a p p l i e d . 

With t h a t , you have your assignment. I t ' s been a 

long — 

MR. CARROLL: Mr. Examiner — 

EXAMINER STOGNER: Uh-huh. 

MR. CARROLL: — so you're saying a f i n e should 

be imposed i f those c o n d i t i o n s — 

EXAMINER STOGNER: I want the f i n e t o be i n t h a t 

order i f those o b l i g a t i o n s are not met. 

MR. CARROLL: And the amount of the f i n e I ' l l 

work out w i t h Mr. Bruce — 

EXAMINER STOGNER: Yes. 
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MR. CARROLL: — and i t w i l l be in the proposed 

order. 

EXAMINER STOGNER: Yes. 

And of course another p r o v i s i o n i n t h e r e t h a t the 

w e l l s w i l l be plugged and abandoned a t t h a t end of t h a t 

p e r i o d i f t h i n g s are not done. 

Okay? 

MR. CARROLL: And — Okay. And also provide f o r 

TA? 

EXAMINER STOGNER: Well, t h a t stands t o reason 

because there's r u l e s and r e g u l a t i o n s i n t h i s book t h a t 

have t o be abided by. 

MR. CARROLL: Yes, Mr. Examiner. 

EXAMINER STOGNER: Okay. With t h a t , hearing 

adjourned. 

(Thereupon, these proceedings were concluded a t 

4:02 p.m.) 
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