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EXAMINER STOGNER: T h i s h e a r i n g w i l l 

come t o o r d e r . I'm M i c h a e l 2. S t o g n e r , a p p o i n t e d 

H e a r i n g E x a m i n e r f o r t o d a y ' s c a s e s , D o c k e t No. 

3 3 - 9 2 . P l e a s e n o t e t o d a y ' s d a t e , O c t o b e r 29, 

1992 . 

F i r s t m a t t e r , w e ' l l c a l l Case No. 

10 5 7 5 , t h a t ' s t h e s e c o n d one on page 2. 

MR. STOVALL: A p p l i c a t i o n o f K l a b z u b a 

O p e r a t i n g Company f o r an u n o r t h o d o x o i l w e l l 

l o c a t i o n , C haves C o u n t y , New M e x i c o . 

EXAMINER STOGNER: C a l l f o r 

a p p e a r a n c e s . 

MR. CARR: May i t p l e a s e t h e E x a m i n e r , 

my name i s W i l l i a m F. C a r r w i t h t h e S a n t a Fe l a w 

f i r m , C a m p b e l l , C a r r , B e r g e & S h e r i d a n . We 

r e p r e s e n t K l a b z u b a O p e r a t i n g Company, and I ha v e 

one w i t n e s s . 

EXAMINER STOGNER: A r e t h e r e a n y o t h e r 

a p p e a r a n c e s i n t h i s m a t t e r ? T h e r e b e i n g n o n e , 

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

t i me . 

EXAMINER STOGNER: Mr. C a r r . 

MARK CALDWELL 

H a v i n g b e e n f i r s t d u l y s w o r n u p o n h i s o a t h , was 

e x a m i n e d a n d t e s t i f i e d as f o l l o w s : 
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EXAMINATION 

3Y MR. CARR: 

Q. Would you s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e . 

A. Mark Caldwe1 1 . 

Q. Mr. C a l d w e l l where do you r e s i d e ? 

A. W e a t h e r f o r d , Texas. 

Q. By whom a r e you employed and i n what 

c apac i t y? 

A. K l a b z u b a O i l & Gas, as a g e o l o g i s t . 

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

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

A. Never. 

Q. Would you b r i e f l y summarize f o r Mr. 

S t o g n e r y o u r e d u c a t i o n a l b a c k g r o u n d and r e v i e w 

y o u r work e x p e r i e n c e ? 

A. I have a b a c h e l o r ' s degree i n g e o l o g y 

f r o m t h e U n i v e r s i t y o f M i c h i g a n and a m a s t e r ' s 

degree i n g e o l o g y f r o m Western M i c h i g a n 

U n i v e r s i t y , and I ' v e worked f o r K l a b z u b a O i l & 

Gas s i n c e 1988. 

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

f i l e d i n t h i s case on b e h a l f o f K l a b z u b a 

O p e r a t i n g Company? 

A. Yes. 
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Q. C o u l d you t e l l u s , who i s K l a b z u b a 

O p e r a t i n g Company? 

A. K l a b z u b a O p e r a t i n g Company i s an 

i n d e p e n d e n t o i l and gas p r o d u c e r , and we o p e r a t e 

w e l l s i n numerous s t a t e s . T h i s w i l l be our 

second w e l l i n New M e x i c o . 

Q. Where i s y o u r p r i m a r y p l a c e o f 

b u s i n e s s ? 

A. F o r t W o r t h , Texas. 

Q. Are you f a m i l i a r w i t h t h e Dev o n i a n 

f o r m a t i o n and t h e a r e a w h i c h i s a f f e c t e d by t h i s 

a p p 1 i c a t i o n ? 

A. I ' v e done a g e o l o g i c a l s t u d y o f t h e 

ar ea . 

MR. CARR: Mr. S t o g n e r , a t t h i s t i m e we 

t e n d e r Mr. C a l d w e l l as an e x p e r t w i t n e s s i r . 

p e t r o l e u m g e o l o g y . 

EXAMINER STOGNER: Mr. C a l d w e l l i s so 

q u a l i f i e d . 

Q. Would you b r i e f l y s t a t e what K l a b z u b a 

O p e r a t i n g Company seeks w i t h t h i s a p p l i c a t i o n ? 

A. K l a b z u b a O p e r a t i n g Company seeks 

a p p r o v a l o f an u n o r t h o d o x o i l w e l l l o c a t i o n t o be 

1847 f e e t f r o m t h e n o r t h l i n e , 1310 f e e t f r o m t h e 

e a s t l i n e , U n i t K, S e c t i o n 13, T-10 S o u t h , 27 
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E a s t , C h a v e s C o u n t y , New M e x i c o . 

Q. What a c r e a g e do y o u p r o p o s e t o d e d i c a t e 

t o t h i s w e l l ? 

A. We p r o p o s e t h e s o u t h e a s t q u a r t e r o f t h e 

n o r t h e a s t q u a r t e r o f S e c t i o n 13 t o be d e d i c a t e d 

t o t h e we 1 1 . 

Q. And i n w h a t p o o l do y o u p r o p o s e t o 

c o m p l e t e t h e w e l l ? 

A. I n t h e R a c e t r a c k D e v o n i a n p o o l . 

Q. When was t h i s p o o l a c t u a l l y c r e a t e d ? 

A. A u g u s t 1 , 1 9 7 0 , by O r d e r No. R-3995. 

Q. A r e t h e r e s p e c i a l p o o l r u l e s i n e f f e c t 

f o r t h i s p o o l ? 

A. No. T h i s p o o l h a s 4 0 - a c r e s p a c i n g , a 

s t a n d a r d u n i t , w i t h 3 3 0 - f o o t s e t b a c k s . 

Q. What y o u ' r e a c t u a l l y p r o p o s i n g , i s i t 

n o t , i s t h a t y o u ' r e g o i n g t o be 10 f e e t f r o m t h e 

w e s t b o u n d a r y o f t h e a c r e a g e w h i c h i s d e d i c a t e d 

t o t h e w e l l ? 

A. T h a t ' s c o r r e c t . 

Q. Y o u ' r e d e d i c a t i n g a s t a n d a r d u n i t t o 

t h e w e l l ? 

A. T h a t ' s c o r r e c t . 

Q. Have y o u p r e p a r e d e x h i b i t s f o r 

p r e s e n t a t i o n h e r e t o d a y ' 7 
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A. Yes, I have. 

Q. L e t ' s go t o what has been marked 

K l a b z u b a E x h i b i t No. 1. Would you i d e n t i f y t h a t , 

p l e a s e , and r e v i e w t h e i n f o r m a t i o n on t h i s 

e x h i b i t f o r Mr. S t o g n e r ? 

A. E x h i b i t 1 i s a s t r u c t u r e map o f t h e t o p 

of t h e D e v o n i a n . T h i s map i s based on w e l l 

c o n t r o l , and c o n f i r m e d and c o n s t r a i n e d by 

s e i s m i c . T h i s map shows t h e p r o p o s e d l o c a t i o n as 

t h e KOC W h i t e No. 3. 

The p l a t shows 1316 f e e t f r o m t h e e a s t 

l i n e , b u t we w i l l d r i l l i t a t 1310 t o be t h e 

r e q u i r e d 1 0 - f o o t s e t b a c k f r o m t h e q u a r t e r q u a r t e r 

s e c t i o n l i n e . 

Q. Now, t h e s p a c i n g u n i t t o be d e d i c a t e d 

t o t h e w e l l i s what? 

A. The s o u t h e a s t q u a r t e r o f t h e n o r t h e a s t 

q u a r t e r o f S e c t i o n 13. 

Q. Cou l d you i d e n t i f y f o r Mr. S t o g n e r t h e 

d i s c o v e r y w e l l i n t h i s f i e l d ? 

A. T h i s w e l l was d r i l l e d by K l a b z u b a i n 

1970. I t ' s l o c a t e d i n t h e n o r t h e a s t / s o u t h e a s t o f 

S e c t i o n 13. 

Q. And t h e 40 a c r e s , t h e n o r t h e a s t o f t h e 

s o u t h e a s t , i s d e d i c a t e d t o t h e w e l l ? 
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A. D e d i c a t e d t o t h e w e l l , and t h a t i s t h e 

c u r r e n t p o o l b o u n d a r y . 

Q. The r e ' s a l s o a t r a c e on t h i s e x h i b i t 

f o r a su b s e q u e n t c r o s s - s e c t i o n ? 

A. C r o s s - s e c t i o n A-A' i s E x h i b i t 2. 

Q. B e f o r e we go t o t h a t , u s i n g E x h i b i t 1, 

c o u l d you r e v i e w f o r Mr. S t o g n e r b a s i c a l l y t h e 

s t a t u s o f t h e o w n e r s h i p i n t h i s area? Does t h i s 

e x h i b i t show t h e K l a b z u b a O p e r a t i n g l e a s e ? 

A. The l e a s e i s shown as t h e e a s t h a l f o f 

S e c t i o n 13 and t h e west h a l f o f s e c t i o n 18, so 

t h e o w n e r s h i p w i t h i n t h e p o o l b o u n d a r y and t h e 

p r o p o s e d l o c a t i o n a r e a l l i d e n t i c a l . 

Q. P r i o r t o b r i n g i n g t h i s a p p l i c a t i o n t o 

Mr. S t o g n e r , d i d you have a s u p p l e m e n t a l t i t l e 

o p i n i o n r un? 

A. Yes, we d i d . I t shows common o w n e r s h i p 

of t h e w o r k i n g i n t e r e s t and t h e r o y a l t y i n t e r e s t . 

Q. So what we have t h r o u g h o u t t h e a r e a o f 

i n t e r e s t i s common o w n e r s h i p ? 

A. Common o w n e r s h i p t h r o u g h o u t t h e p o o l . 

Q. How w o u l d you d e s c r i b e t h i s D e v o n i an 

p o o l , j u s t g e n e r a l l y ? 

A. I t ' s a s m a l l b u t p r o l i f i c D e v o n i a n 

r e s e r v o i r t h a t ' s t y p i c a l f o r t h i s a r e a o f New 
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Mex i c o . I t has a l i m i t e d w a t e r d r i v e so t h a t i f 

t h e w e l l i s l o c a t e d o p t i m a l l y , i t w i l l r e c o v e r 

more r e s e r v e s t h a n i f i t ' s o f f t h e p l a n k of t h e 

s t r u c t u r e . 

Q. T h i s e x h i b i t s a l s o shows s o r t o f a 

n o r t h w e s t / s o u t h e a s t t r e n d i n g f a u l t . How was t h a t 

p i c k e d ? 

A. The f a u l t i s i n f e r r e d f r o m w e l l 

c o n t r o l . The w e l l i n t h e west h a l f o f S e c t i o n 13 

was n e a r l y 400 f e e t low on t h e base o f t h e 

P e n n s y l v a n i a n and d i d n o t p e n e t r a t e t h e 

D e v o n i a n . T h a t ' s t h e most s i m p l e e x p l a n a t i o n i s 

t o p u t a f a u l t t h e r e . However, t h e f a u l t does 

show up on s e i s m i c . 

Q. L e t ' s move t o K l a b z u b a E x h i b i t No. 2, 

and I w o u l d ask you t o i d e n t i f y and r e v i e w t h i s 

f o r t h e Examiner. 

A. E x h i b i t 2 i s an e a s t / w e s t 

c r o s s - s e c t i o n , A - A'. T h i s w e l l shows t h e 

s t r u c t u r e on t h e D e v o n i a n and t h e o v e r l y i n g 

f o r m a t i o n s . I t shows t h e c u r r e n t p r o d u c i n g w e l l , 

t h e K l a b z u b a W h i t e No. 1, w h i c h has p r o d u c e d 

159,000 b a r r e l s o f o i l t o d a t e . I t ' s c u r r e n t l y 

p r o d u c i n g t h r e e t o f i v e b a r r e l s a day. Water c u t 

i s i n c r e a s e d i n t h i s w e l l , and we p r o p o s e t o 
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d r i l l t o a s t r u c t u r a l l y h i g h e r p o s i t i o n t o 

r e c o v e r a t t i c o i l t h a t w o u l d n o t be r e c o v e r e d 

w i t h t h e c u r r e n t w e l l b o r e . 

Q. I f t h e p r o p o s e d w e l l had been t h e 

i n i t i a l w e l l i n t h e p o o l , do you have an o p i n i o n 

as t o w h e t h e r or n o t i t c o u l d have d r a i n e d t h e 

e n t i r e r e s e r v o i r ? 

A. I t h i n k i t w o u l d have d r a i n e d t h e 

e n t i r e r e s e r v o i r . 

Q. Mr. C a l d w e l l , i s E x h i b i t No. 3 an 

a f f i d a v i t c o n f i r m i n g t h a t n o t i c e o f t h i s h e a r i n g 

t o d a y has been p r o v i d e d t o t h o s e p e r s o n s 

i d e n t i f i e d on E x h i b i t A? 

A. Yes, i t i s . 

Q. B a s i c a l l y , who a r e t h e p e o p l e on 

E x h i b i t No. A? 

A. W e l l , i n a sense we're moving t o w a r d s 

o u r s e l v e s , b u t i n a d d i t i o n we gave n o t i c e t o t h e 

p e o p l e i n t h e west h a l f o f S e c t i o n 13, w h i c h i s 

now c u r r e n t l y an u n l e a s e d t r a c t . 

Q. B e i n g an u n l e a s e d t r a c t , a r e t h e 

r o y a l t y owners i n t h e p r o p o s e d w e l l t h e same as 

t h e m i n e r a l owners i n t h e west h a l f o f 13? 

A. Yes, t h e y a r e . 

Q. And t h e n a t t a c h e d t o t h a t e x h i b i t a r e 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



2 

3 

4 

5 

6 

7 

o 

9 

1 0 

1 1 

1 2 

1 3 

-* <1 
x -* 

1 5 

1 6 

i 7 

: 3 

1 9 

2 0 

2 1 

2 2 

2 3 

24 

2 5 

1 2 

c o p i e s o f t h e l e t t e r s w i t h r e t u r n r e c e i p t s , i s 

t h a t r i g h t ? 

A. T h a t ' s c o r r e c t . 

Q. I n y o u r o p i n i o n , i s a w e l l a t t h e 

p r o p o s e d l o c a t i o n n e c e s s a r y t o d r a i n t h e 

r e m a i n i n g r e s e r v e s i n t h i s p o o l ? 

A. D e f i n i t e l y . 

Q. W i t h o u t t h i s w e l l , w i l l r e s e r v e s 

u l t i m a t e l y be l e f t i n t h e g r o u n d i n t h i s 

r e s e r v o i r , t h e r e b y c a u s i n g waste? 

A. Yes, t h e y w i l l . 

Q. W i l l a p p r o v a l o f t h i s u n o r t h o d o x w e l l 

l o c a t i o n i m p a i r t h e c o r r e l a t i v e r i g h t s o f any 

i n t e r e s t owner i n t h i s p o o l ? 

A. No. The p e o p l e a f f e c t e d w i l l a l l s h a r e 

i n t h e p r o d u c t i o n . 

Q. Were E x h i b i t s 1 and 2 p r e p a r e d by you? 

A. Yes, t h e y were. 

Q. And E x h i b i t 3 i s t h e a f f i d a v i t , 

c o r r e c t ? 

A. T h a t ' s c o r r e c t . 

MR. CARR: Mr. S t o g n e r , a t t h i s t i m e 

w e ' l l move t h e a d m i s s i o n o f K l a b z u b a O p e r a t i n g 

Company E x h i b i t s 1 t h r o u g h 3. 

MR. STOGNER: K l a b z u b a E x h i b i t s 1 
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t h r o u g h 3 w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s 

t i me . 

MR. CARR: That c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. C a l d w e l l . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. R e f e r r i n g t o E x h i b i t 1, Mr. C a l d w e l l 

what c o n t r o l d i d you have up t o t h e n o r t h ? 

A. P r e t t y much t h a t one w e l l i n t h e 

n o r t h w e s t n o r t h e a s t o f S e c t i o n 12, t h e Av a l a n c h e 

J o u r n a l W h i t e No. 1, w h i c h i s 130 f e e t low t o t h e 

p r e s e n t p r o d u c i n g w e l l . 

Q. Now, I show t h a t t h e Devonian was 

p e r f o r a t e d , b u t was t h e r e any t e s t o r was t h a t — 

A. I d o n ' t b e l i e v e t h e Devonian was t e s t e d 

i n t h a t w e l l . The one i n 12? 

Q. Yes. I see some numbers i n t h e 

De v o n i a n , 2970. I s t h a t - -

A. That i s a r e subsea p i c k s . 

Q. But i t was n o t t e s t e d ? 

A. No, i t was n o t . 

Q. D i d you r e v i e w t h e l o g on t h a t w e l l ? 

A. I b e l i e v e t h e r e i s no l o g on t h a t 

w e l l . I t h i n k t h e y were sample t o p s , b u t I wo u l d 

have t o check on t h a t t o make s u r e . 
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Q. How about t h e w e l l down i n t h e 

s o u t h e a s t q u a r t e r / s o u t h e a s t q u a r t e r o f 12? 

A. That was a s h a l l o w San Andres t e s t . 

The numbers b e n e a t h t h e s e w e l l s a r e t h e t o t a l 

d e p t h . 2311 i s t h e t o t a l d e p t h o f t h a t w e l l . 

Q. Now, when I l o o k down i n t h e s e c t i o n 

b elow S e c t i o n I S , I show some w e l l s i n t h e r e . I 

t a k e i t t h o s e a r e s h a l l o w w e l l s , t o o , one i n t h e 

n o r t h w e s t o f t h e n o r t h w e s t , and a n o t h e r one i n 

t h e n o r t h e a s t o f t h e n o r t h w e s t . 

A. Those a r e San Andres w e l l s . 

Q. So y o u r w e l l c o n t r o l was j u s t based on 

two w e l i s ? 

A. No. The deep w e l l s on E x h i b i t 1 a r e 

c i r c l e d . There a r e two w e l l s i n S e c t i o n 19, one 

w e l l i n S e c t i o n 12, and two w e l l s i n S e c t i o n 13. 

EXAMINER STOGNER: Any o t h e r q u e s t i o n s 

of t h i s w i t n e s s ? 

EXAMINATION 

3Y MR. STOVALL: 

Q. Are you s a y i n g t h a t t h e i n t e r e s t , a l l 

of 13 and t h e west h a l f o f 18 a r e a l l common 

o w n e r s h i p , i s t h a t c o r r e c t ? D i d I u n d e r s t a n d you 

c o r r e c t l y ? 

A. No. A c t u a l l y , t h e west h a l f o f 13 i s 
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P l a i n s Radio o w n e r s h i p . So, no, t h e y a r e n o t . 

Q. But i t ' s t h e same r o y a l t y owners? I s 

t h a t what you s a i d , or am I m i s s i n g - -

A. No, I d o n ' t b e l i e v e t h a t t h e y ' r e t h e 

same r o y a l t y owners, e i t h e r . 

Q. I t h o u g h t t h a t ' s what I h e a r d you say. 

A. The e a s t h a l f o f 13 and t h e west h a l f 

o f 18 a r e a l l common o w n e r s h i p , t h e a r e a shown by 

t h e heavy dashed l i n e , and t h a t i s a l l under 

l e a s e t o us. 

EXAMINER STOGNER: So you have common 

r o y a l t i e s , common w o r k i n g i n t e r e s t s i n b o t h o f 

t h o s e ? 

THE WITNESS: Yes. 

MR. STOVALL: R e g a r d l e s s o f t h e number 

of w e l l s t h a t w o u l d be d r i l l e d o u t h e r e , i t w o u l d 

a l l be t h e same, i s t h a t r i g h t ? 

THE WITNESS: T h a t ' s r i g h t ? 

EXAMINER STOGNER: Any o t h e r q u e s t i o n s 

o f t h i s w i t n e s s ? I f n o t , he may be excused. 

Mr. C a r r ? 

MR. CARR: N o t h i n g f u r t h e r . 

EXAMINER CATANACH: Anybody e l s e have 

a n y t h i n g f u r t h e r i n Case No. 10575? 

I f n o t , t h i s case w i l l be t a k e n under 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

•1 -1 
JL J. 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

24 

2 5 

(A n d t h e p r o c e e d i n g s c o n c l u d e d . ) 

I do hereby" certify that the foregoing is 
a complete record o f the proer;:J r>qs \n 
the Examiner hearing or r ' : / 0 S 7 S ^ 
heard by me^on J ? W i f £ Z , \ ? . 

S&nservafion Division 
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