
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

22 

2 3 

2 4 

2 5 

1 

STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING ) 
CALLED BY THE OIL CONSERVATION ) 
DIVISION FOR THE PURPOSE OF ) 
CONSIDERING: ) CASE NO. 10682 

APPLICATION OF N e a r b u r g P r o d u c i n g 
COMPANY 

REPORTERS TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: M i c h a e l E. S t o g n e r , H e a r i n g Examiner 

March 18, 1993 

Santa Fe, New Mex i c o 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e 

O i l C o n s e r v a t i o n D i v i s i o n on March 18, 1993, a t t h e 

O i l C o n s e r v a t i o n D i v i s i o n C o n f e r e n c e Room, S t a t e Land 

O f f i c e B u i l d i n g , 310 O l d Santa Fe T r a i l , Santa Fe, New 

M e x i c o , b e f o r e Deborah O'Bine, RPR, C e r t i f i e d C o u r t 

R e p o r t e r No. 63, f o r t h e S t a t e o f New M e x i c o . 

ORIGINAL 
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I N D E X 

March 18, 1993 
Examiner H e a r i n g 
CASE NO. 10682 

APPEARANCES 
PAGE 

3 

N e a r b u r g P r o d u c i n g COMPANY'S WITNESS: 

JOE FITZGERALD 
E x a m i n a t i o n by Mr. C a r r 
E x a m i n a t i o n by Examiner S t o g n e r 

4 
10 

REPORTER'S CERTIFICATE 14 

E X H I B I T S 

E x h i b i t 1 
E x h i b i t 2 
E x h i b i t 3 
E x h i b i t 4 

ID ADMTD 
6 9 
7 9 
8 9 
8 9 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL. ESQ. 
G e n e r a l C o u n s e l 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 O l d Santa Fe T r a i l 
S anta Fe, New Mex i c o 87501 

FOR THE APPLICANT: CAMPBELL, CARR, BERGE & 
SHERIDAN, P.A. 

P.O. Box 2208 
Santa Fe, New Me x i c o 87504 
BY: WILLIAM F. CARR, ESQ. 
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EXAMINER STOGNER: C a l l n e x t c a s e , No. 

10 6 8 2. 

MR. STOVALL: A p p l i c a t i o n o f N e a r b u r g 

P r o d u c i n g Company f o r an u n o r t h o d o x gas w e l l l o c a t i o n , 

Eddy Co 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 Santa Fe law f i r m , 

C a m p b e l l , C a r r , Berge & S h e r i d a n . I r e p r e s e n t 

N e a r b u r g P r o d u c i n g Company, and I have one w i t n e s s . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

a p p e a r a n c e s ? 

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 sworn? 

JOE FITZGERALD, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

upon h i s o a t h , was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. W i l l 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. Joe F i t z g e r a l d . 

Q. And where do you r e s i d e ? 

A. M i d l a n d , Texas. 

Q. By whom a r e you employed? 

A. N e a r b u r g P r o d u c i n g Company. 
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Q. And i n what c a p a c i t y ? 

A. As a landman, p e t r o l e u m landman. 

Q. Mr. F i t z g e r a l d , 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. Yes. 

Q. A t t h e t i m e o f t h a t p r i o r t e s t i m o n y , were 

y o u r c r e d e n t i a l s as a p e t r o l e u m landman a c c e p t e d and 

made a m a t t e r o f r e c o r d ? 

A. Yes. 

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 N e a r b u r g P r o d u c i n g Company? 

A. Yes. 

Q. And a r e you f a m i l i a r w i t h t h e Sueno 15 #1 

w e l l w h i c h i s t h e s u b j e c t o f t h i s case? 

A. Yes. 

MR. CARR: Are t h e w i t n e s s ' s q u a l i f i c a t i o n s 

a c c e p t a b l e ? 

EXAMINER STOGNER: They a r e . 

Q. (BY MR. CARR) Mr. F i t z g e r a l d , c o u l d you 

b r i e f l y i n d i c a t e what N e a r b u r g P r o d u c 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. N e a r b u r g P r o d u c i n g Company i s a s k i n g f o r 

a p p r o v a l t o r e c o m p l e t e an u n o r t h o d o x gas w e l l 

l o c a t i o n , b e i n g o u r Sueno 15 #1 w e l l . Which was 

d r i l l e d t o t h e S t r a w n u n d e r D i v i s i o n O r d e r R-9543 a t 
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an u n o r t h o d o x l o c a t i o n o f 2,500 f e e t f r o m t h e n o r t h 

l i n e , 660 f r o m t h e west l i n e , U n i t E o f S e c t i o n 15, 

Township 22 S o u t h , Range 27 E a s t , Eddy C o u n t y , New 

Me x i c o . 

Q. And y o u ' r e p r o p o s i n g t o r e c o m p l e t e t h e w e l l 

i n t h e Del a w a r e f o r m a t i o n ? 

A. Yes. 

Q. Have you 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 ? 

A. Yes. 

Q. C o u l d you i d e n t i f y and r e v i e w f o r Mr. 

S t o g n e r what has been marked N e a r b u r g E x h i b i t No. 1? 

A. T h a t i s a l a n d p l a t g i v i n g t h e l o c a t i o n --

sho w i n g t h e l o c a t i o n o f t h e w e l l i n t h e p r o p o s e d u n i t . 

Q. L e t ' s go t o t h e second page o f t h a t 

e x h i b i t , w h i c h has been marked l - A , and I ' d ask you t o 

r e v i e w t h a t ? 

A. T h a t i s an o w n e r s h i p p l a t t h a t I p r e p a r e d 

s h o w i n g t h e o f f s e t owners o f t h e v a r i o u s t r a c t s . 

Q. What i s a c t u a l l y t h e s p a c i n g s e t b a c k 

r e q u i r e m e n t f o r w e l l s d e v e l o p e d on 1 6 0 - a c r e s p a c i n g ? 

A. 330. 

Q. 660 f r o m t h e o u t e r b o u n d a r y ? 

A. 606 f r o m t h e o u t e r b o u n d a r y , 330 f r o m t h e 

u n i t l i n e . 
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Q. You a r e how c l o s e t o t h e o f f s e t t i n g t r a c k ? 

A. To t h e t r a c t t o t h e w e s t , we a r e 660 f r o m 

i t 

Q. And t o t h e s o u t h ? 

A. To t h e s o u t h , we're 140 f e e t t o i t . 

Q. So y o u ' r e a c t u a l l y n o t e n c r o a c h i n g on t h e 

i n t e r e s t owners i n S e c t i o n 16? 

A. C o r r e c t . 

Q. C o u l d you now go t o what has been marked 

E x h i b i t No. 2 and i d e n t i f y t h a t f o r Mr. S t o g n e r ? 

A. T h a t i s t h e p r e v i o u s O r d e r t h e Commission 

g r a n t e d on o u r o r i g i n a l d r i l l i n g o f t h o s e Sueno 15 #1 

we l 1. 

Q. T h i s was a p p r o v e d i n J u l y o f '91? 

A. Yes, s i r . 

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

A. I b e l i e v e i n A u g u s t o f ' 9 1 . 

Q. And i t was d r i l l e d t o what f o r m a t i o n ? 

A. The S t r a w n . 

Q. What a c r e a g e was d e d i c a t e d t o i t a t t h a t 

t i m e ? 

A. West h a l f o f S e c t i o n 15. 

Q. What i s t h e c u r r e n t s t a t u s o f t h a t w e l l ? 

A. The w e l l i s c u r r e n t l y m a k i n g 3 b a r r e l s o f 

o i l and 36 Mcf a day. 
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Q. You have g i v e n n o t i c e o f t h i s h e a r i n g t o 

t h e o f f s e t t i n g o p e r a t o r s , have you n o t ? 

A. Yes. 

Q. You're r e a l l y n o t e n c r o a c h i n g on them? 

A. No. 

Q. Why was n o t i c e g i v e n ? 

A. We gave t h e n o t i c e i n t h e p r e v i o u s h e a r i n g , 

and we d i d i t as a c o u r t e s y f o r t h i s one. 

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

N e a r b u r g E x h i b i t No. 3. Co u l d you i d e n t i f y t h a t f o r 

t h e e x a m i n e r ? 

A. T h a t ' s t h e A f f i d a v i t o f N o t i c e . 

Q. And go on t h e n and i d e n t i f y f o r us and t h e 

Examiner E x h i b i t No. 4? 

A. T h a t i s a memo p r e p a r e d by o u r e n g i n e e r i n g 

manager d i s c u s s i n g t h e c o s t d i f f e r e n c e between 

d r i l l i n g a new w e l l t o t h e Delawar e o r r e c o m p l e t i n g 

t h i s w e l 1 . 

Q. And b a s i c a l l y what does i t show? 

A. I t shows t h a t i f we were t o d r i l l a new 

w e l l a t t h e s t a n d a r d l o c a t i o n , i t w o u l d c o s t $290,243, 

whereas r e c o m p l e t i n g t h e c u r r e n t w e l l we b e l i e v e w i l l 

c o s t us $38,495, and we even have t h e p o t e n t i a l o f 

s a l v a g i n g some o f o u r t u b u l a r s , w h i c h w o u l d r e d u c e o ur 

c o s t t o $19,955. 
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Q. W i l l t h e r e e n t r y and r e c o m p l e t i o n r e s u l t i n 

a more e f f e c t i v e and e f f i c i e n t way o f p r o d u c i n g t h e 

De l a w a r e r e s e r v e s i n t h e area? 

A. Yes. 

Q. What p o r t i o n o f t h e D e l a w a r e f o r m a t i o n do 

you p l a n t o r e c o m p l e t e ? 

A. We p l a n f o r t h i s t o be i n t h e B r u s h y 

Canyon. 

Q. I s t h e r e any o t h e r B r u s h y Canyon p r o d u c t i o n 

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

p r o p o s e d r e c o m p l e t i o n ? 

A. No. 

Q. What f o r m a t i o n o r p o r t i o n o f t h e De l a w a r e 

i s g e n e r a l l y d e v e l o p e d i n t h i s area? 

A. Th e r e i s some d e v e l o p m e n t i n t h e B e l l 

Canyon, b u t i t ' s more t h a n a m i l e away f r o m t h i s 

l o c a t i o n . 

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

a p p l i c a t i o n and t h e r e c o m p l e t i o n o f t h e Sueno 15 #1 i n 

t h e D e l a w a r e f o r m a t i o n be i n t h e b e s t i n t e r e s t o f 

c o n s e r v a t i o n , t h e p r e v e n t i o n o f w a s t e , and t h e 

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

A. Yes. 

Q. Were e x h i b i t s 1 t h r o u g h 4 p r e p a r e d by you 

or c o m p i l e d u n d e r y o u r d i r e c t i o n ? 
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A. Yes. 

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

move t h e a d m i s s i o n o f N e a r b u r g E x h i b i t s 1 t h r o u g h 4. 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 4 

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 . 

MR. CARR: T h a t c o n c l u d e s my e x a m i n a t i o n o f 

Mr. F i t z g e r a l d . 

EXAMINATION 

BY MR. STOGNER: 

Q. Mr. F i t z g e r a l d , has a r e c o m p l e t i o n f o r m 

been p r o v i d e d t o o u r d i s t r i c t o f f i c e i n A r t e s i a ? 

A. Yes, I b e l i e v e i t has. I d o n ' t have i t 

w i t h me. 

Q. And t h a t ' s g o i n g t o be a D e l a w a r e - B r u s h y 

Canyon t e s t . I s t h i s , I t a k e i t , g o i n g t o be a gas 

w e l l ? 

A. Yes, t h a t ' s what we e x p e c t . 

Q. I s t h i s p r o r a t i o n u n i t , y o u r 160 a c r e s 

b e i n g i n t h e n o r t h w e s t o f 15, i s t h a t w i t h i n a m i l e o r 

any p a r t o f i t w i t h i n a m i l e o f a p r e - d e s i g n a t e d 

D e l a w a r e p o o l ? 

A. No, s i r . 

Q. And you have l o o k e d t h a t up? 

A. Yes, s i r . 

Q. And what r e c o r d s d i d you s u b s t a n t i a t e t h a t ? 
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A. The -- I c a n ' t t h i n k o f t h e name o f t h e --

MR. STOVALL: Byrum's? 

THE WITNESS: The Byrum's book. I t w o u l d 

a l l be i n t h e r e . T h a t ' s t h e c o r r e c t answer. 

Q. (BY EXAMINER STOGNER) How w o u l d you see i f 

t h i s was w i t h i n a m i l e j u s t by l o o k i n g a t t h e Byrum's? 

A. W e l l , we s t u d i e d t h e p r o d u c t i o n , l o o k e d f o r 

t h e t h e f i e l d s , t o p r o d u c t i o n i n t h e a r e a , and l o o k e d 

f o r any o t h e r D e l a w a r e , and l o o k e d up t h o s e — t h e 

p r o d u c t i o n t h a t was i n t h e book t h a t w o u l d — r e l a t e d 

t o t h o s e f i e l d s , and t h e n t h e r e were no Del a w a r e 

f i e l d s i n t h i s a r e a i n t h e Br u s h y Canyon. 

Q. You say f i e l d . I'm assuming y o u ' r e meaning 

p o o l ? 

A. Excuse me. 

Q. C o n s i d e r i n g t h a t we do n o t use f i e l d s h e r e 

i n New Mexico? 

A. Yes, s i r . L i k e I s a i d , t h e r e were some 

ov e r a m i l e away i n t h e B e l l Canyon b u t n o t i n t h e 

Br u s h y . 

Q. Do you know what p o o l t h e B e l l Canyon 

p r o d u c t i o n was from? 

A. I want t o say t h e E s p e r a n z a . 

Q. Esperanza D e l a w a r e o r B e l l Canyon? 

A. D e l a w a r e . I b e l i e v e t h a t was r i g h t . 
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Q. And t h a t ' s w i t h i n a m i l e ? 

A. I t ' s o v e r a m i l e . 

Q. Over a m i l e ? 

A. Yes, s i r . 

Q. R e a l i z i n g t h a t t h e B r u s h y draw i s p a r t o f 

t h e D e l a w a r e ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. Now, t h i s i s a r e c o m p l e t i o n u p h o l e ; i s t h a t 

c o r r e c t ? 

A. Yes, s i r . 

Q. I'm c u r i o u s , why wasn't t h i s done 

a d m i n i s t r a t i v e l y p u r s u a n t t o 1 0 4 ( f ) ( 1 ) ? 

A. Because we're c l o s e r t h a n 330 t o o u r u n i t . 

Q. I'm g o i n g t o ask t h e q u e s t i o n a g a i n . Why 

d i d n ' t you do t h i s a d m i n i s t r a t i v e l y s i n c e 1 0 4 ( f ) (1) 

does p r o v i d e f o r a d m i n i s t r a t i v e a u t h o r i z a t i o n f o r a 

r e c o m p l e t i o n u p h o l e w h i c h was f r o m a w e l l t h a t was 

p r e v i o u s l y d r i l l e d t o a deeper h o r i z o n ? 

A. We --

MR. CARR: Mr. S t o g n e r , we r e v i e w e d t h e 

R u l e , and t h e way we u n d e r s t o o d i t was t h a t b e i n g 

c l o s e r t h a n t h e 330 f e e t c o u l d t a k e us o u t o f t h e 

a d m i n i s t r a t i v e p r o c e d u r e . And f o r t h a t r e a s o n , s i n c e 

we were o n l y 140 f e e t o f f t h e o u t e r b o u n d a r y , we were 

c o n c e r n e d we m i g h t n o t q u a l i f y . 
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EXAMINER STOGNER: And so t h e -- okay. 

MR. CARR: So t h a t ' s why we d i d i t t h i s 

way. We w o u l d have l o v e d t o have done i t 

a d m i n i s t r a t i v e l y , b u t we. r e a d t h e r u l e and we were n o t 

c l e a r w h e t h e r o r n o t we c o u l d a c t u a l l y q u a l i f y . 

EXAMINER STOGNER: A c t u a l l y , t h a t ' s 

p r o b a b l y n o t a bad i d e a w i t h o n l y b e i n g 140 f e e t o f f 

t h a t l e a s e l i n e . 

MR. CARR: Even t h o u g h we were e n c r o a c h i n g 

on o u r s e l v e s , we j u s t were a f r a i d we w o u l d go t h r o u g h 

t h e e x e r c i s e o f a d m i n i s t r a t i v e a p p l i c a t i o n and t h e n be 

a t a h e a r i n g anyway. 

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 owners d i f f e r 

somewhat f r o m t h e n o r t h w e s t q u a r t e r o f 15 as t h a t i n 

t h e s o u t h w e s t q u a r t e r o f 15? 

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

Mr. F i t z g e r a l d ? 

MR. STOVALL: No q u e s t i o n s . 

EXAMINER STOGNER: You may be ex c u s e d . 

Mr. C a r r , do you have a n y t h i n g f u r t h e r ? 

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

EXAMINER STOGNER: Case No. 10682 w i l l be 

(BY EXAMINER STOGNER) Do t h e w o r k i n g 

A. No . 

t a k e n u n d e r a d v i s e m e n t . 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) ss . 

COUNTY OF SANTA FE ) 

I , Deborah O'Bine, C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t I 

caused my n o t e s t o be t r a n s c r i b e d u n d e r my p e r s o n a l 

s u p e r v i s i o n , and t h a t t h e f o r e g o i n g t r a n s c r i p t i s a 

t r u e and a c c u r a t e r e c o r d o f t h e p r o c e e d i n g s o f s a i d 

h e a r i n g . 

o r employee o f any o f t h e p a r t i e s o r a t t o r n e y s 

i n v o l v e d i n t h i s m a t t e r and t h a t I have no p e r s o n a l 

i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f t h i s m a t t e r . 

I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

WITNESS MY HAND AND SEAL, March 30, 1993. 

DEBORAH O'BINE 
CCR NO. 63 

Oil Conservation Division 
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