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STATE OF NEW MEXICO 

^ ~~ • • i . 

ENERGY, MINERALS AND NATURAL RESOURCEŜ  DEPARTMENT' ' 

OIL CONSERVATION DIVISION 

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

APPLICATION OF SHACKELFORD OIL COMPANY 
FOR COMPULSORY POOLING, LEA COUNTY, 
NEW MEXICO 

) 
) 

) CASE NO. 1 2 , 1 9 5 

) 

! ORIGINAL 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 
_____ v / . 

EXAMINER HEARING ' -

BEFORE: MARK ASHLEY, Hearing Examiner -r-

June 24th, 1999 J> 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , MARK ASHLEY, Hearing 

Examiner, on Thursday, June 24th, 1999, a t the New Mexico 

Energy, Minerals and Natural Resources Department, Porter 

H a l l , 2 04 0 South Pacheco, Santa Fe, New Mexico, Steven T. 

Brenner, C e r t i f i e d Court Reporter No. 7 f o r the State of 

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

8:15 a.m.: 

EXAMINER ASHLEY: This hearing w i l l now come t o 

order f o r Docket Number 19-99. Please note today's date, 

June 24th, 1999. I'm Mark Ashley, appointed Hearing 

Examiner f o r today's cases. 

And before we c a l l the f i r s t case, I want t o go 

over the docket and p o i n t out the continuances and 

dis m i s s a l s . 

(Off the record) 

EXAMINER ASHLEY: The D i v i s i o n c a l l s Case 12,186. 

MR. CARR: My i t please the Examiner, t h a t case 

i s going t o take — i t has got several d i f f e r e n t p a r t i e s 

i n v o l v e d i n i t and w i l l take longer than the other case on 

today's docket, Case 12,19 5. 

With your permission, we'd request t h a t Case 

12,195 be c a l l e d f i r s t . 

EXAMINER ASHLEY: That would be f i n e . Case 

12,195 w i l l be c a l l e d a t t h i s time. 

MR. CARROLL: A p p l i c a t i o n of Shackelford O i l 

Company f o r compulsory p o o l i n g , Lea County, New Mexico. 

EXAMINER ASHLEY: C a l l f o r appearances. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. We represent Shackelford O i l Company 

STEVEN T. BRENNER, CCR 
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i n t h i s matter, and I have two witnesses. 

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

I'm here rep r e s e n t i n g Nearburg E x p l o r a t i o n Company, L.L.C; 

EGL Resources, I n c . ; and Samson Resources Company. I have 

no witnesses. 

EXAMINER ASHLEY: Nearburg, EGL and Samson? 

MR. BRUCE: (Nods) 

EXAMINER ASHLEY: Any a d d i t i o n a l appearances? 

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

(Thereupon, the witnesses were sworn.) 

EXAMINER ASHLEY: Mr. Carr? 

DON G. SHACKELFORD, 

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. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

A. Don G. Shackelford. 

Q. Mr. Shackelford, where do you reside? 

A. Seminole, Texas. 

Q. By whom are you employed? 

A. Shackelford O i l Company. 

Q. And what i s your p o s i t i o n w i t h Shackelford O i l 

Company? 

A. I'm presid e n t . 

STEVEN T. BRENNER, CCR 
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Q. Have you p r e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n and had your c r e d e n t i a l s as a p r a c t i c a l oilman 

accepted and made a matter of record? 

A. Yes, s i r . 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case? 

A. Yes, s i r . 

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

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

EXAMINER ASHLEY: Yes, they are. 

Q. (By Mr. Carr) Mr. Shackelford, would you b r i e f l y 

s t a t e what i t i s t h a t Shackelford seeks w i t h t h i s 

A p p l i c a t i o n ? 

A. We seek t o pool from the surface t o the base of 

the Delaware formation u n d e r l y i n g the northeast southeast 

of Section 3, Township 2 0 South, Range 3 3 East, forming a 

standard 4 0-acre spacing p r o r a t i o n u n i t f o r a l l formations 

and pools developed on 40-acre spacing. 

Q. Does t h i s include the Undesignated Teas-Yates-

Seven Rivers Pool? 

A. Yes, i t does. 

Q. And also the Undesignated West Teas-Yates-Seven 

Rivers Pool? 

A. Yes, s i r . 

Q. This acreage i s t o be dedicated t o a w e l l t h a t 

STEVEN T. BRENNER, CCR 
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you propose t o d r i l l a t a standard l o c a t i o n on t h a t t r a c t ? 

A. Yes. 

Q. Have you prepared e x h i b i t s f o r p r e s e n t a t i o n i n 

t h i s case? 

A. Yes, we have. 

Q. Would you r e f e r t o what has been marked f o r 

i d e n t i f i c a t i o n as Shackelford E x h i b i t Number 1 and i d e n t i f y 

t h i s f o r the Examiner? 

A. Yes, s i r , t h a t ' s a land p l a t t h a t i n d i c a t e s the 

case number i n the northeast southeast. 

Q. You p r e v i o u s l y obtained a compulsory p o o l i n g 

order p o o l i n g the same i n t e r e s t s i n the southeast southeast 

of t h i s s e c t i o n , d i d you not? 

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

Q. And t h a t was also f o r a w e l l a t a standard 

l o c a t i o n t o the Delaware formation? 

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

Q. What i s the st a t u s of the acreage i n the 

northeast of the southeast of Section 3? 

A. Shackelford O i l Company, through various 

c o n t r a c t s or arrangements, c u r r e n t l y owns 7 0 percent, and 

Samson Resources owns 3 0 percent. 

Q. And what you propose t o d r i l l on t h a t t r a c t w i l l 

be -- the p r i n c i p a l o b j e c t i v e w i l l be what formation? 

A. The Delaware. 

STEVEN T. BRENNER, CCR 
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Q. At t h i s p o i n t i n time, are you before t h i s 

D i v i s i o n seeking an order p o o l i n g the 3 0-percent i n t e r e s t 

of Samson Resources? 

A. Yes, s i r . 

Q. Could you i n i t i a l l y review f o r the Examiner the 

s t a t u s of the agreement which you were r e c e n t l y able t o 

reach w i t h Nearburg and EGL f o r the development of the 

i n t e r e s t s i n the south h a l f of the section? 

A. Shackelford O i l Company, Nearburg and EGL have, 

w i t h i n the l a s t two weeks, entered i n t o a l e t t e r agreement 

r e l a t e d t o the acreage and the ownership t h a t we had i n 

vari o u s t r a c t s i n the south h a l f of t h a t s e c t i o n , i n which 

we exchanged our i n t e r e s t i n some p o r t i o n s of the s e c t i o n 

t o Nearburg and EGL i n exchange f o r t h e i r i n t e r e s t i n other 

p o r t i o n s of the se c t i o n . 

Q. And by v i r t u e of t h a t agreement have you — 

you've acquired the Nearburg and EGL i n t e r e s t i n the 

northeast and the southeast? 

A. That's c o r r e c t , we're i n the process of drawing 

assignments c u r r e n t l y . 

Q. And when those assignments are executed, i n f a c t , 

you w i l l be able t o dismiss the pending a p p l i c a t i o n s i n the 

south h a l f of t h i s s e c t i o n ; i s t h a t c o r r e c t ? 

A. Yes, on the e i t h e r west h a l f or the southeast 

q u a r t e r . 

STEVEN T. BRENNER, CCR 
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Q. Let's go t o what's been marked E x h i b i t Number 2. 

Can you i d e n t i f y t h a t , please? 

A. That's the AFE which we submitted on t h i s Tonto 

Federal Number 4 proposed w e l l . 

Q. And what are the t o t a l s as set f o r t h on t h a t 

e x h i b i t ? 

A. The t o t a l dryhole cost i s $317,748, the 

completion cost i s $238,350, f o r a t o t a l of $546,438. 

Q. I s t h i s w e l l located i n w i t h i n the potash area, 

as d e f i n e d by the O i l Conservation D i v i s i o n ? 

A. I t i s . 

Q. And does the AFE include costs associated w i t h 

a d d i t i o n a l casing requirements necessary t o comply w i t h 

D i v i s i o n requirements f o r w e l l s d r i l l e d w i t h i n the potash 

area? 

A. I t does not, and we've discussed w i t h and 

received a waiver from Chris Williams, the D i r e c t o r f o r the 

Hobbs D i s t r i c t , r e l a t e d t o t h i s p r o t e c t i o n s t r i n g . 

Q. Other than t h a t , are these costs s i m i l a r , or i n 

l i n e w i t h what's charged by other operators f o r w e l l s t o 

t h i s depth? 

A. I t i s . 

Q. Could you i d e n t i f y what has been marked as 

E x h i b i t Number 3? 

A. That's correspondence t h a t we've entered i n t o 

STEVEN T. BRENNER, CCR 
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w i t h Samson Resources over the past two years, r e l a t e d t o 

va r i o u s — the south h a l f of Section 3. 

Q. These e f f o r t s go back t o A p r i l of 1977 [ s i c ] ? 

A. Yes, we began i n A p r i l , 1997, and i t goes through 

c u r r e n t time. 

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

e f f o r t t o o b t a i n the v o l u n t a r y p a r t i c i p a t i o n of Samson 

Resources i n t h i s prospect? 

A. Yes, s i r . 

Q. Have you made an estimate of the overhead and 

a d m i n i s t r a t i v e costs t o be i n c u r r e d w h i l e d r i l l i n g the w e l l 

and a l s o w h i l e producing i t i f , i n f a c t , i t i s successful? 

A. Right, the d r i l l i n g w e l l overhead r a t e i s $4500 

and the producing overhead r a t e i s $450. 

Q. And how do these f i g u r e s compare w i t h the f i g u r e s 

f o r w e l l s t o t h i s depth set f o r t h i n the E rns t and Young 

survey? 

A. Under the Erns t and Young survey, the $4 500 i s 

the median f o r t h i s depth. 

Q. And t h a t ' s the 1998-99 survey? 

A. Yes, s i r . 

Q. Do you recommend t h a t these f i g u r e s be 

inco r p o r a t e d i n t o the order t h a t r e s u l t s from t h i s hearing? 

A. I do. 

Q. I s Shackelford O i l Company seeking t o be 

STEVEN T. BRENNER, CCR 
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designated operator of the proposed well? 

A. We do. 

Q. W i l l Shackelford c a l l a g e o l o g i c a l witness t o 

review the r i s k associated w i t h the d r i l l i n g of t h i s w e ll? 

A. We w i l l . 

Q. Were E x h i b i t s 1 through 4 e i t h e r prepared by you 

or prepared a t your d i r e c t i o n ? 

A. Yes. 

Q. W i l l you t e s t i f y as t o the accuracy of the 

e x h i b i t s ? 

A. Yes, they are accurate. 

MR. CARR: Mr. Examiner, a t t h i s time we would 

move the admission i n t o evidence of Shackelford E x h i b i t s 1 

through 4. 

EXAMINER ASHLEY: E x h i b i t s 1 through 4 w i l l be 

admitted as evidence. 

MR. CARR: And t h a t concludes my examination of 

t h i s witness. 

EXAMINER ASHLEY: Mr. Bruce? 

MR. BRUCE: I have no questions. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Shackelford, can you e x p l a i n again what you 

were t a l k i n g about regarding the potash casing s t r i n g and 

not i n c l u d i n g t h a t i n the AFE? 

STEVEN T. BRENNER, CCR 
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A. We — This i s i n the potash area, but i t ' s not i n 

l i f e - o f - m i n e reserves, and so there's a p r o v i s i o n t h a t 

allows the D i s t r i c t D i r e c t o r t o give waiver. And based on 

the number of other w e l l s t h a t have been d r i l l e d i n t h a t 

area, Mark, there's been a number t h a t d i d not have the 

p r o t e c t i o n s t r i n g , and we went over t h a t w i t h Chris and 

showed him a l l t h a t , and he gave us a waiver f o r t h a t . 

Q. Was the waiver i n the form of the approved APD, 

or was th e r e some other k i n d of — 

A. Well, we don't have an approved APD on t h i s 

p a r t i c u l a r t r a c t y e t . But l i k e i n the southeast southeast, 

we d i d the very same t h i n g i n th e r e , and we have received 

an approved APD, and he sent a l e t t e r t o the BLM and a 

l e t t e r t o us r e l a t e d t o t h a t . 

Q. Okay. What i s the s t a t u s of the w e l l i n the 

southeast of the southeast? 

A. We've c u r r e n t l y b u i l t l o c a t i o n and are prep a r i n g 

t o d r i l l . We have an extension t o August 15th under our 

previous hearing t h a t we have, and so we b u i l t l o c a t i o n and 

are p r e p a r i n g t o get a r i g on there p r e t t y soon. 

Q. The 7 0 percent t h a t you now c o n t r o l , how d i d t h a t 

break down before you worked out your — 

A. The o r i g i n a l ownership i n t h i s t r a c t was, Samson 

Resources owned 75 percent, B u r l i n g t o n Resources owned 18 

p o i n t — I want t o say i t ' s 18.67 — and M e r i t Energy owned 

STEVEN T. BRENNER, CCR 
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6.33, I b e l i e v e i s what they owned, f o r the 100 percent. 

And we o r i g i n a l l y acquired a farmout from 

B u r l i n g t o n Resources f o r the 18 percent. Then we made a 

purchase from — or term assignment from M e r i t Energy f o r 

t h e i r 6 percent. Then we made an exchange w i t h Nearburg 

and EGL. 

B a s i c a l l y what we d i d i n the south h a l f of t h a t 

s e c t i o n , we had ownership a l l through the s e c t i o n , we 

exchanged p a r t of our ownership i n the n o r t h h a l f and our 

ownership i n the west h a l f of the southeast q u a r t e r f o r 

t h e i r ownership i n the east h a l f of the southeast q u a r t e r 

and then the south h a l f of the southwest q u a r t e r , and they 

kept the n o r t h h a l f of the southwest q u a r t e r . And we also 

exchanged some r i g h t s we have i n Section 10. 

EXAMINER ASHLEY: Okay. 

MR. CARROLL: So M e r i t and EGL i n t e r e s t s were 

p a r t of the Samson 7 5 percent? 

THE WITNESS: M e r i t was not. EGL and Nearburg 

were o r i g i n a l l y p a r t of the 7 5 percent. They entered i n t o 

an arrangement w i t h Samson whereby they got 45 percent, 

Nearburg and EGL, and they d r i l l e d a w e l l t o the Morrow i n 

the northeast of the southeast, the surface l o c a t i o n , which 

wound up i n the southwest of the northeast bottomhole 

l o c a t i o n , d i r e c t i o n a l because of potash requirements i n 

t h a t area. 

STEVEN T. BRENNER, CCR 
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So they — By v i r t u e of t h e i r agreement w i t h 

Samson, they own 4 5-percent i n t e r e s t t h e r e , and Samson then 

r e t a i n e d 3 0 percent i n t e r e s t , i s how t h a t worked out. 

EXAMINER ASHLEY: I have nothing f u r t h e r , Mr. 

Shackelford. Thank you. 

MR. CARR: At t h i s time we c a l l Bob Shackelford. 

BOB SHACKELFORD, 

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. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

A. Bob Shackelford. 

Q. Where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. I'm self-employed. 

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

O i l ? 

A. I'm separate from Shackelford, but I generated 

t h i s prospect. 

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

D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t testimony, were your 

STEVEN T. BRENNER, CCR 
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c r e d e n t i a l s as an expert i n petroleum geology accepted and 

made a matter of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case? 

A. Yes, I am. 

Q. Have you made a g e o l o g i c a l study of the area t h a t 

i s the sub j e c t of the A p p l i c a t i o n ? 

A. Yes. 

Q. And are you prepared t o share the r e s u l t s of your 

work w i t h Mr. Ashley? 

A. Yes. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER ASHLEY: They are. 

Q. (By Mr. Carr) Mr. Shackelford, has Shackelford 

O i l Company d r i l l e d other Delaware w e l l s i n the immediate 

area? 

A. Yes, they have. 

Q. And why don't we go t o E x h i b i t Number 5, your 

s t r u c t u r e map? I t h i n k what you ought t o do i n i t i a l l y i s 

simply review t h i s f o r the Examiner, note c u r r e n t 

development and ex p l a i n how t h i s e x h i b i t r e l a t e s t o the 

r i s k i n v o l v e d . 

A. This i s on top of our Price sand, which i s our 

STEVEN T. BRENNER, CCR 
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main zone we're l o o k i n g f o r at about 6500 f e e t . I t 

produces i n the Tonto Federal Number 1 i n Section 10, which 

i s the only Delaware producer i n t h i s area. 

And what t h i s map i s showing, the blue l i n e i s 

our o i l - w a t e r contact, and we're t r y i n g t o stay out of the 

water and i n the o i l . 

Q. I s the Tonto Federal Number 1 the only Delaware 

w e l l i n the area? 

A. Yes, i t i s . 

Q. And was t h a t o r i g i n a l l y d r i l l e d as a Delaware 

w e l l ? 

A. As a Bone Springs t e s t . 

Q. And then what? Was i t depleted i n the Bone 

Springs and then came up and completed i n the Delaware? 

A. We — Somebody else t r i e d the Bone Springs, and 

then we bought the w e l l from Samson. 

Q. And Shackelford i s , i n f a c t , o p e r a t i n g t h a t w e l l 

a t t h i s time? 

A. Yes. 

Q. A l l the other w e l l spots shown on t h i s e x h i b i t , 

are any of those Delaware wells? 

A. No, they're not. 

Q. So b a s i c a l l y the only confirmed p r o d u c t i o n you 

have i s i n the southeast of the northeast of 10? 

A. That's c o r r e c t . 
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Q. Are you prepared t o make a recommendation t o the 

Examiner as t o the r i s k involved i n the proposed w e l l ? 

A. Yes, I am. 

Q. And what i s that? 

A. Two hundred percent. 

Q. And ge n e r a l l y , what do you base t h a t 

recommendation on? 

A. We're moving away from our Tonto w e l l which i s , 

l i k e we s a i d , the only Delaware producer i n the area. 

We're moving f a r t h e r away from i t . 

Q. And b a s i c a l l y t h i s i s p r e t t y much a w i l d c a t 

e f f o r t f o r you, i s i t not? 

A. Yes, i t i s . 

Q. Do you beli e v e there's a chance t h a t you could 

d r i l l a w e l l a t the proposed l o c a t i o n t h a t would not be a 

commercial success? 

A. Yes. 

Q. I n your op i n i o n , w i l l g r a n t i n g t h i s A p p l i c a t i o n 

be i n the best i n t e r e s t of conservation, the pr e v e n t i o n of 

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

A. Yes. 

Q. Was E x h i b i t 5 prepared by you? 

A. Yes, i t was. 

MR. CARR: May i t please the Examiner, we'd move 

the admission i n t o evidence of Shackelford E x h i b i t Number 
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5. 

EXAMINER ASHLEY: E x h i b i t 5 w i l l be admitted as 

evidence. 

MR. CARR: And t h a t concludes my examination of 

Mr. Shackelford. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Shackelford, what i s the c u r r e n t p r o d u c t i o n 

i n t h a t Tonto Federal Number 1? 

A. I t i s producing a t allowable, which i s 142 

b a r r e l s a day. 

Q. What i s the production from i n Section 11, and 

l i k e from Section 2 as well? 

A. I t ' s Morrow or Bone Springs. The gas w e l l s are 

Morrow, the o i l w e l l s are Bone Springs. 

Q. Does t h a t apply also i n Sections 4 and 9? 

A. The w e l l i n 4 i s a Yates-Seven Rivers producer, 

and the w e l l i n 9 i s a Morrow producer. 

This p l a t — I might mention, t h i s p l a t only 

includes the w e l l s t h a t penetrated the zones of i n t e r e s t — 

Q. Okay. 

A. — so... 

EXAMINER ASHLEY: I have nothing f u r t h e r . Thank 

you, Mr. Shackelford. 

THE WITNESS: Thank you. 
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MR. CARR: That concludes our p r e s e n t a t i o n i n 

t h i s case. 

EXAMINER ASHLEY: There being nothing f u r t h e r i n 

t h i s case, Case 12,195 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

8:35 a.m.) 

* * * 
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