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E X H I B I T S 

Caulkins E x h i b i t One, Composite 9 

Caulkins E x h i b i t Two, L e t t e r 25 

Caulkins E x h i b i t Three, Photocopies 29 

Caulkins E x h i b i t Four, Figures 33 
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MR. QUINTANA: We'll c a l l next 

Case Number 8640. 

MR. TAYLOR: A p p l i c a t i o n of 

Caulkins O i l Company f o r compulsory p o o l i n g , downhole com

mingling, and dual completion, Rio Ar r i b a County, New Mex

ico . 

MS. AUBREY: Karen Aubrey, Kel

l a h i n and K e l l a h i n , Santa Fe, representing the a p p l i c a n t . 

I have two witnesses t o be 

sworn. 

MR. QUINTANA: Are there other 

appearances i n the matter? 

MR. PEARCE: W. Perry Pearce of 

the Santa Fe law f i r m of Montgomery and Andrews, P. A., r e 

presenting Meridian O i l , Inc. 

MR. QUINTANA: No witnesses? 

MR. PEARCE: No witnesses. 

MR. QUINTANA: Ms. Aubrey, 

would you please have your witnesses stand up and be sworn 

i n at t h i s time? 

(Witnesses sworn.) 

MS. AUBREY: Mr. Examiner, be-
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f o r e beginning the testimony i n t h i s case I'd l i k e to make a 

b r i e f opening statement. 

The case as advertised c a l l s 

f o r compulsory p o o l i n g , downhole commingling, and dual com

p l e t i o n of the Kaima No. 1-R i n Rio A r r i b a County, New Mex

ico . 

We are s t i l l seeking a l l of 

those t h i n g s ; however, i n the time between the f i l i n g of the 

a p p l i c a t i o n and the l a s t week, we have learned of an addi

t i o n a l problem w i t h which we seek the D i v i s i o n ' s assistance, 

which would be a 50 percent working i n t e r e s t owner i n the 

320-acre spacing u n i t i n the Blanco Mesaverde and Basin Da

kota p o r t i o n s of our w e l l ; has burdened the -- i t s 160 acres 

under some GLA1s w i t h , I b e l i e v e , UnoCal, t o the extent of 

$3.73 per MCF i n one case and $3.9— roughly $3.96 per MCF 

i n the other. 

The reason t h i s creates a prob

lem f o r us i s t h a t the New Mexico forced pooling s t a t u t e , 

70-2-17C, provides t h a t the cost of the w e l l , the recoupment 

of the cost of the w e l l and the r i s k penalty f a c t o r apply 

only to the working i n t e r e s t of a nonconsenting working i n 

t e r e s t owner and do not apply t o net revenue payments, pro

duction payments, or o v e r r i d i n g r o y a l t y . 

The testimony before you here 

today w i l l show t h a t a f t e r s u b t r a c t i n g the excess burdens, 
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and f r a n k l y , we are not sure whether they are i n the nature 

of an o v e r r i d e or a net revenue i n t e r e s t or purely produc

t i o n payment, a f t e r s u b t r a c t i n g those, whatever they are at 

the d o l l a r f i g u r e s per MCF, El Paso on i t s 50 percent i n t e r 

est i n the u n i t as a 320-acre u n i t , w i l l have a negative 

numbers t o the tune, we b e l i e v e , of approximately S650 per 

day. 

Therefore there i s no working 

i n t e r e s t i n El Paso against which t o permit Caulkins t o r e 

coup i t s share of the cost of d r i l l i n g the w e l l and any r i s k 

penalty the D i v i s i o n may impose against a nonconsenting 

working i n t e r e s t owner. 

I wanted to a l e r t you t o t h i s 

because the forced pooling issue, the downhole commingling, 

and dual completion issues, are f a i r l y standard i n t h i s 

case. There's nothing p a r t i c u l a r l y unusual about them; how

ever, t h i s s i t u a t i o n w i t h the o v e r r i d e or net revenue i n t e r 

est which El Paso/Meridian has created i n the 160 acres of 

the 320-acre spacing u n i t , I b e l i e v e , i s a problem. 

We w i l l present testimony about 

our understanding of what those burdens are. We would cer

t a i n l y i n v i t e any c o r r e c t i o n or c l a r i f i c a t i o n from the a t 

torneys f o r Meridian i n the event t h a t we are mistaken about 

what they are. 

We w i l l suggest at the end of 
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the case, and I would l i k e t o t e l l you about t h a t b r i e f l y 

r i g h t now, some s o l u t i o n s t o the problem t h a t we see i n hav

ing a working i n t e r e s t owner who i n f a c t has no working i n 

t e r e s t against which t o recoup the penalty. 

One i s t o permit Meridian to 

v o l u n t a r i l y reduce i t s burden u n t i l payout so t h a t Caulkins 

can recoup i t s share -- i t s share of the w e l l cost appro

p r i a t e l y against a nonconsenting working i n t e r e s t owner and 

recoup i t s share of the r i s k f a c t o r . 

I f Meridian i s not w i l l i n g t o 

v o l u n t a r i l y reduce those burdens so t h a t — and put us i n a 

s i t u a t i o n where the forced p o o l i n g s t a t u t e of the State of 

New Mexico works, then we w i l l ask the D i v i s i o n to on i t s 

own motion create a nonstandard p r o r a t i o n c o n s i s t i n g only of 

Caulkins acreage and 40 acres of El Paso's acreage which i s 

not burdened w i t h these excepted burdens 200 acres out of a 

320-acre spacing u n i t . 

The D i v i s i o n has done t h i s on 

at l e a s t one other occasion i n Case 7922 and has solved a 

s i m i l a r , although not e x a c t l y the same problem, by r e q u i r i n g 

the party which has created the burden t o e i t h e r v o l u n t a r i l y 

reduce them or t o have t h e i r acreage cut out of the prora

t i o n u n i t . 

MR. TAYLOR: Excuse me, Ms. 

Aubrey, what was the name of the proposed w e l l on t h i s u n i t ? 
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MS. AUBREY: The Kaime, K-A-I-

M-E. 

MR. TAYLOR: 1-R? 

MS. AUBREY: 1-R. 

MR. QUINTANA: You may proceed. 

MS. AUBREY: Thank you. 

CHARLES VERQUER, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MS. AUBREY: 

Q Would you s t a t e your name and by whom 

you're employed? 

A My name i s Charles Verquer. I V Superin

tendent w i t h Caulkins O i l Company, Farmington, New Mexico. 

Q And, Mr. Verquer, have you t e s t i f i e d pre

v i o u s l y before the O i l Conservation D i v i s i o n and been q u a l i 

f i e d as an expert o i l and gas operator? 

A I have. 

Q Are you f a m i l i a r w i t h Caulkins' a p p l i c a 

t i o n which i s set f o r hearing today? 

A I am. 

MS. AUBREY: Mr. Quintana, I 



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 

9 

tender Mr. Verquer as an expert o i l and gas operator. 

MR. QUINTANA: Any o b j e c t i o n s , 

Mr. Pearcfi«-

MR. PEARCE: None. 

MR. QUINTANA: He's considered 

as an expert o i l and gas operator. 

Q Mr. Verquer, have you prepared c e r t a i n 

e x h i b i t s f o r the c o n s i d e r a t i o n of the Examiner today? 

A I have. 

Q Let me ask you t o t u r n t o what we have 

marked as your E x h i b i t Number One, which i s a compoxite ex

h i b i t c o n s i s t i n g of a number of pages. 

Was t h i s prepared by you, Mr. Verquer? 

A I t was. 

Q And i t r e l a t e s t o the Kaime No. 1-R Well, 

i s t h a t c o r r e c t ? 

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

Q Before we get t o the e x h i b i t , l e t me ask 

you, the 1-R designation means a replacement w e l l ? 

A That i s c o r r e c t . 

Q Would you describe f o r the Examiner the 

s i t u a t i o n which requires you t o d r i l l a replacement w e l l i n 

t h i s u n i t ? 

A On t h a t p r o r a t i o n u n i t i n the northeast 

quarter we have a w e l l , Kaime No. 1, t h a t has mechanical 
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problems and we are unable t o produce any gas from i t any 

more. 

There i s a p o s s i b i l i t y we could get a 

l i t t l e but i n the terms of our lease i f we don't produce any 

gas f o r a year we lose t h a t lease, and we would l i k e to r e 

place the w e l l and when do t h a t , the only economical way i s 

t o d r i l l a w e l l t o the Dakota and t r y t o open every zone 

there i s possible t h a t has any production, so we can have an 

economical — a possible economical venture lease. 

Q Mr. Verquer, i n what formation i s the 

Kaime No. 1 completed? 

A I n the P i c t u r e d C l i f f . 

Q I s i t completed i n any other zone? 

A Negative. 

Q Let's t u r n t o the second page of your Ex

h i b i t Number One. That e x h i b i t locates both the Kaime No. 1 

and the Kaime No. 1-R, i s t h a t c o r r e c t ? 

A That i s c o r r e c t . 

Q And i s the proposed l o c a t i o n f o r the 

Kaime No. 1-R a standard l o c a t i o n ? 

A I t i s . 

Q Outlined i n red on page two of your e x h i 

b i t i s an area. Can you describe f o r t h a t — describe f o r 

the Examiner what t h a t red — the area o u t l i n e d i n red r e 

presents ? 
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A That red l i m i t s the 160 acres, the 160-

acre fee lease from the Kaime. I t was the senior Kaime; now 

i t ' s Edwin Kaime, whic comprises the north h a l f of the 

northeast q u a r t e r , the southwest quarter of the northeast 

q u a r t e r , and the southeast quarter of the northwest q u a r t e r . 

Q And t h a t acreage i s under lease t o Caul

kins . 

A And t h a t acreage i s under lease t o Caul

kins O i l Company. 

Q And t h a t i s the acreage which i s being — 

was being held by production from the Kaime No. 1. 

A That i s c o r r e c t . 

Q Can you estimate f o r us when t h a t lease 

w i l l e x p ire i n the event t h a t you are not able t o d r i l l a 

replacement w e l l on the lease? 

A I b e l i e v e the 1st of September, 1985. 

Q S t i l l r e f e r r i n g t o page two of your Exhi

b i t Number One, w i l l you e x p l a i n f o r the Examiner who owns 

the a d d i t i o n a l 160 acres i n the n o r t h h a l f of Section 20? 

A El Paso, from the BLM records El Paso has 

the lease i n the northwest guarter of the 120 acres, which 

i s the n o r t h h a l f of the northwest quarter and the south

west quarter of the northwest quarter under Lease No. 

079302A, and the — i n the northeast quarter El Paso has the 

southeast quarter of t h a t quarter under 079304A. 
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Q Caulkins i s seeking t o form two spacing 

u n i t s here, one i n the Chacra-Pictured C l i f f and one i n the 

Blanco-Mesaverde of the Basin Dakota, i s t h a t c o r r e c t ? 

A That i s c o r r e c t . 

Q What i s the acreage d e d i c a t i o n i n the 

Pi c t u r e d C l i f f and Chacra? 

A I t would be the northeast q u a r t e r . 

Q And i n t h a t El Paso would have 40 acres 

out of the 160, (not understood. 

And i n the Blanco-Mesaverde Basin Dakota 

what i s the acreage dedication? 

A Would have been the n o r t h , n o r t h h a l f of 

the Section 20. 

Q With regard t o the 120 acres i n the 

northwest quarter of Section 20, which your e x h i b i t shows 

owned by El Paso or under lease t o El Paso, can you r e f e r t o 

t h a t and the 40 acre t r a c t and describe f o r the Examiner 

which of these t r a c t s i s involved i n the s i t u a t i o n t h a t has 

created some excess burdens on the lease? 

A I t i s our understanding t h a t the only ac

reage t h a t i s burdened i s the 120 acres i n the northwest 

quarter of the s e c t i o n . 

Q Has Caulkins O i l Company made any e f f o r t 

to v o l u n t a r i l y form a u n i t w i t h El Paso f o r the development 

of the north h a l f of Section 20 and the d r i l l i n g of the 
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Kaime 1-R? 

A We have. I have met w i t h t h e i r people i n 

Farmington and then through our a t t o r n e y we've contacted 

them by l e t t e r . 

Q And you've n o t i f i e d them of t h i s hearing, 

i s t h a t c o r r e c t ? 

A We have. 

Q Were you successful i n any of your con

t a c t s w i t h El Paso t o put together a v o l u n t a r y u n i t e i t h e r 

f o r the 160-acre u n i t or the 320-acre u n i t ? 

A We have not been successful. 

Q By your a p p l i c a t i o n Caulkins i s asking t o 

be designated as operator of the Kaime 1-R, i s t h a t c o r r e c t ? 

A That i s c o r r e c t . 

Q And your — have you formed an estimate 

of what Caulkins O i l Company would l i k e t o receive as over

head and s u p e r v i s i o n costs, both while d r i l l i n g and w h i l e 

producing? 

A We have and we're asking f o r — was i t 

200 percent? 

Q Well, l e t me ask you -- make my question 

c l e a r t o you, Mr. Verquer. 

Have you estimated what your overhead and 

s u p e r v i s i n g costs w i l l be w h i l e d r i l l i n g and w h i l e complet

ing the w e l l i f you are successful i n g e t t i n g a w e l l , i n 



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 

14 

terms of monthly rates or rates w h i l e — whi l e d r i l l i n g ? 

A We are asking f o r $4000 a month w h i l e 

d r i l l i n g and completing and $400 a month w h i l e producing. 

Q Have you checked or do you know whether 

or not these rates are i n l i n e w i t h the customary charges i n 

the area? 

A I n Case Number 7486, forced p o o l i n g i n 

Section 19, one se c t i o n west of t h i s w e l l , and the Commis

sion authorized t h i s — excuse me, I have made a mistake. 

I asked f o r $3000 a month and $400. 

Q And so what you're asking f o r i s $3000 a 

month while d r i l l i n g and $400 — 

A Yes. 

Q — a month wh i l e producing. 

A And then $400 a month, the same as was 

awarded i n -- under Case Number 7486. 

MS. AUBREY: I t ' s Case Number 

7486 — I'm s o r r y , Order No. 7486, Case 8098. 

MR. PEARCE: Thank you. 

MR. QUINTANA: Order 7486, R-

7486? 

MS. AUBREY: Right. 

Q How many w e l l s does Caulkins O i l Company 

operate i n the San Juan Basin? 

A 185. 
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Q Do you b e l i e v e t h a t the overhead and 

supervis i n g costs which you've asked f o r here today are 

reasonable i n l i g h t of the other w e l l s t h a t you operate? 

A I do . 

Q Mr. Verquer, l e t me have you now t u r n t o 

about the middle of your E x h i b i t Number One. I bel i e v e i n 

cluded t h e r e i n i s a schematic of your proposed completion of 

the w e l l as a d u a l l y completed w e l l w i t h the Chacra and Pic

t u r e d C l i f f formations commingled and the Mesaverde and Dak

ota formations commingled. 

A I t ' s j u s t a schematic, rough o u t l i n e 

showing the Pic t u r e d C l i f f s p e r f o r a t i o n s , the Chacra p e r f o r 

a t i o n s , and a packer set below them, w i t h t u b i n g run t o the 

surface, t o the Dakota, and then Mesaverde p e r f o r a t i o n s , 

Dakota p e r f o r a t i o n s below the packer, which leaves the com

mingled Mesaverde-Dakota production t o come t o the surface 

through the tu b i n g which should be 1-1/2 EUE, and the upper 

production could e i t h e r f l o w through the casing or the tub

i n g ; normally i t would be flowed through the t u b i n g , and i t 

would be 1-1/4 10-round non-upset t u b i n g . 

Q I s t h i s the standard completion technigue 

f o r i n w e l l i n which -- which had four zones open i n i t ? 

A I have another w e l l completed e x a c t l y the 

same way. 

Q And have you had any unusual problems or 
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d i f f i c u l t i e s w i t h t h a t w e l l which would lead you t o bel i e v e 

t h a t t h i s i s not the appropriate way t o complete the w e l l 

w i t h four zones open? 

A That — t h a t w e l l i s the most t r o u b l e -

f r e e w e l l I have. I f e e l l i k e t h a t i t ' s the way t o produce 

a marginal w e l l . 

Q Would you e x p l a i n f o r the Examiner why 

i t ' s important t o Caulkins t o open a l l four zones i n t h a t 

wel 1? 

A From a summary h i s t o r y t h a t we have of 

the w e l l s o f f s e t t i n g i t , there's not too much gas flo w so 

we need t o have as much as we can get. 

That's the general idea; open them a l l 

up. 

Q Would the w e l l be economical i f i t were 

completed only i n the Pic t u r e d C l i f f ? 

A Negative. 

Q Would i t be economical i f i t were com

pl e t e d only i n the Chacra? 

A No. 

Q What about the Mesaverde and Dakota? 

A No. 

Q By combining those four zones i n the 

wellbo r e , i t ' s your opini o n t h a t you w i l l create — increase 

your chances of an economically successful w e l l ? 
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Q That's assuming you f i n d production i n 

any of these four zones. 

A That's t r u e . 

Q Let's t u r n t o the next page i n your e x h i 

b i t . Is t h a t set f o r t h as a statement of the proposed com

p l e t i o n technique? 

A That's r i g h t . I t ' s j u s t the i t i n e r a r y of 

the way we d r i l l e d — t h a t I d r i l l holes i n the area, and we 

have one c u r r e n t l y d r i l l i n g , not t o be completed t h i s way, 

but i t w i l l be a Mesaverde-Dakota du a l , and t h i s i s a stand

ard dual, even though we're i n four zones. 

Q How are you going t o a l l o c a t e production 

between the two sets of commingled zones? 

A I plan t o f o l l o w the standard procedure 

f o r commingling and t e s t each zone separately, bottom hole 

pressures and i n d i v i d u a l t e s t s , and then confer w i t h the 

D i s t r i c t O f f i c e (not understood). 

Q In order t o create a percentage a l l o c a 

t i o n between the zones? 

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

Q Has t h i s been Caulkins' standard proce

dure i n connection w i t h d u a l l y completing and commingling 

other w e l l s i n the area? 

A They have. May I add? 
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Q Sure. 

A Unless we have a h i s t o r y f o r a year or so 

on a w e l l which — t h a t we can present. 

Q I n some of the w e l l s you've had the w e l l s 

which you have recompleted. 

A Yes, we have t h a t (not understood). 

Q This one w i l l be i n i t i a l l y d r i l l e d as a 

w e l l producing from a l l four zones. 

A Yes. 

Q Let me have you t u r n now t o the next page 

of your e x h i b i t , which appears t o be a cost estimate f o r the 

w e l l . Was t h a t submitted t o El Paso/Meridian i n connection 

w i t h your proposal f o r a v o l u n t a r y formation of a u n i t ? 

A I t was. 

Q Does t h a t continue t o represent a f a i r 

and accurate estimate of the cost of d r i l l i n g and completing 

the Kaime No. 1-R? 

A I t does. 

Q Let me have you t u r n now t o the l a s t page 

of t h a t e x h i b i t and can you e x p l a i n t h a t f o r the Examiner? 

A This e x h i b i t j u s t shows an estimated cost 

of the w e l l , which i s $514,595. 

And the approximate gas production a t 

$2.25, payout equals $ 2 2 5 - m i l l i o n . 

And then t a k i n g the records of the o f f s e t 
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w e l l s w i t h i n h a l f a m i l e , the worst — the worst w e l l s t h a t 

were i n t h a t group, and the approximate days t o payout when 

you add a l l of those zones together was 720 producing days. 

Then the best w e l l s w i t h i n a h a l f a m i l e . 

And I took the payout, i n these 293 days. 

Then I took the d i f f e r e n c e between the worst w e l l and the 

best w e l l and came up w i t h an average of probably 506 pro

ducing days t o pay out the w e l l a t $514,595, t o t a l cost. 

Q And t h i s set of economic c a l c u l a t i o n s was 

made by you p r i o r t o you f i n d i n g out about the burden on the 

120 acres i n the northwest quarter of — which we b e l i e v e 

are i n the neighborhood of $3.73 t o $3.93 an MCF. 

A That i s c o r r e c t . 

Q So these f i g u r e s do not r e f l e c t any con

s i d e r a t i o n of any o v e r r i d i n g r o y a l t y or burden i n excess of 

the ones you would expect. 

A That's r i g h t . I may add, i n our — i n 

the e x h i b i t s I have a w e l l t h a t i s completed — I have pro

ductio n h i s t o r y of 1984 t h a t shows t h a t i t ' s a w e l l t h a t ' s 

completed e x a c t l y the same as I propose t o complete t h i s 

w e l l , and i n 1984 i t produced 763,000 per day from the four 

zones, and i f we get a w e l l t h a t i s — happened t o be t h a t 

good, i t would pay out i n some 295 days, producing days. 

Q What would you — can you give your 

opinion as t o whether or not 763 MCF per day i s i n f a c t a 
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b e t t e r w e l l than you would normally encounter? 

A I hope t o have one t h a t good, w i t h i n t h a t 

area. 

Q You've used some assumptions here i n c a l 

c u l a t i n g days t o payout and you've approximated a number of 

— I'm s o r r y , you've put out approximated production t o 

reach number of days t o payout. 

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

Q I f you put i n t o your c a l c u l a t i o n a $3.96 

per MCF o v e r r i d i n g r o y a l t y a p p l i e d t o El Paso's 50 percent 

working i n t e r e s t , do you have an opinio n as t o whether or 

not the w e l l w i l l ever pay out? 

A I t would never pay out. 

Q Do you have an opinio n as t o whether or 

not El Paso's working i n t e r e s t would always be a negative 

number? 

A I t w i l l always be a negative number. 

Q I n these assumptions you were assuming 

$2.25 under a gas c o n t r a c t , i s t h a t c o r r e c t ? 

A Correct. 

Q Is t h a t an e x i s t i n g gas c o n t r a c t t o which 

t h i s w e l l i s dedicated? 

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

Q Do you know whether or not i t would be 

possible t o o b t a i n a higher p r i c e than t h a t i n today's mar-
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ket f o r the gas from t h a t w e l l ? 

A Not under our — our c o n t r a c t . We are 

bound t o i t f o r our p a r t of the gas. 

Q Okay. Let me have you look at the l a s t 

page of your e x h i b i t . I t appears t o be a l e t t e r from El 

Paso t o me. 

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

Q I s t h a t i n connection w i t h Caulkins' e f 

f o r t s t o form the v o l u n t a r y u n i t ? 

A That i s c o r r e c t . 

Q Mr. Verquer, you've included other docu

ments i n E x h i b i t Number One. 

Can you q u i c k l y go through those and 

i d e n t i f y them f o r the Examiner, the ones t h a t we have not 

yet discussed? 

A On the t h i r d page i s a v i c i n i t y map as 

furnish e d by the surveyor of where the new l o c a t i o n would 

be. This does not show the t e r r a i n too w e l l . I t i s q u i t e 

rough i n the area which made the odd footages of 911 and 

1158 there f o r the distances. 

The next page i s a t a b u l a t i o n , a monthly 

t a b u l a t i o n of production from a l l w e l l s i n the P i c t u r e d 

C l i f f s zone only, w i t h i n one-half mile of the proposed w e l l , 

and t h e i r cumulative production f o r the year and t h e i r d a i l y 

average, as determined by the production and the days they 
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were on durin g the month. 

The next page i s a t a b u l a t i o n of Pic t u r e d 

C l i f f - C h a c r a w e l l s w i t h i n one-half mile t h a t have been com

mingled under Order No. 5648, R-5648, w i t h a 70 percent Pic

t u r e d C l i f f , 30 percent Chacra s p l i t . 

The next page i s a l l the s i n g l e Chacra 

w e l l s w i t h i n one-half mile w i t h the same i n f o r m a t i o n , 

monthly production, and t h e i r average d a i l y by the days 

they were on. 

The next i s the Mesaverde w e l l s , zone, 

w i t h i n a h a l f mile and the same i n f o r m a t i o n . 

And the next i s the t a b u l a t i o n of the 

Dakota w e l l s w i t h i n a h a l f a m i l e . 

And the next page i s the Well No. 307-M 

t h a t I have completed i n the same manner as I propose t h i s 

w e l l and i t ' s the same t a b u l a t i o n , the monthly production, 

days on and the average d a i l y production. 

Q The 307-M i s completed i n the four zones 

you propose t o complete the Kaime No. 1-R in? 

A Yes, i t ' s e x a c t l y the same manner, w i t h a 

packer between the two zones, upper commingled and the lower 

zones, lower two zones commingled. 

Q When was t h a t w e l l completed, the 307-M? 

A Early i n — i t was completed i n 1983. 

The next page i s j u s t a t a b u l a t i o n of a l l 
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the w e l l s w i t h i n one mile and what formations they were com

pl e t e d i n and who the operator i s . 

And we've been over the schematic. I be

l i e v e we're been over the r e s t of i t . 

Q Mr. Verquer, i n the event t h a t the D i v i 

sion grants your a p p l i c a t i o n t o compulsory pool El Paso, 

what r i s k penalty f a c t o r are you seeking i n t h i s case? 

A We have thought t o ask f o r 200 percent. 

Q And do you have another witness who i s 

going t o t e s t i f y more f u l l y on the j u s t i f i c a t i o n f o r t h a t 

200 percent penalty, i s t h a t c o r r e c t ? 

A Yes. 

Q I n the event t h a t your a p p l i c a t i o n i s 

granted and the 200 percent penalty i s imposed against El 

Paso's 50 percent working i n t e r e s t i n the u n i t , can you am

p l i f y f o r the Examiner, how Caulkins' c o r r e l a t i v e r i g h t s 

w i l l be p r o t e c t e d , even i f you get the 200 percent penalty? 

A I don't understand t h a t . 

Q Let me t r y t h a t one again. I'm not sure 

I understand i t . 

Let's assume f o r the moment t h a t your ap

p l i c a t i o n i s granted and t h a t you receive the f u l l 200 per

cent penalty. 

Given the net revenue i n t e r e s t or excess 

burden on the 120 acres i n the northwest q u a r t e r , w i l l Caul-
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kins c o r r e l a t i v e r i g h t s be protected by the g r a n t i n g of t h a t 

200 percent penalty? 

A Well, i f we i n h e r i t the burdens, we can

not -- t h a t — t h a t e l i m i n a t e s us from -- from any recovery 

of our own. 

Q Is there any way t h a t Caulkins can d r i l l 

t h i s w e l l even i n the four zones t h a t you have proposed and 

have an economic w e l l which w i l l pay out i n a reasonable 

pe r i o d of time, even given the 200 percent penalty? 

A I see none w i t h o u t reducing the burdens. 

Q What are the requests which you are mak

ing of the D i v i s i o n t o p r o t e c t Caulkins' c o r r e l a t i v e r i g h t s 

i n t h i s s i t u a t i o n i n connection w i t h the net revenue i n t e r 

est or production payments which are p r e s e n t l y burdening El 

Paso's 120 acres? 

A F i r s t would be t o reduce the burdens and 

secondly, then, i f t h a t cannot be done, would be t o create a 

nonstandard u n i t . 

Q Now, l e t ' s look back a t your E x h i b i t Num

ber One, the second page. 

What would you propose as the boundaries 

of a nonstandard p r o r a t i o n u n i t i n the Mesaverde and Basin 

Dakota i n the event t h a t El Paso/Meridian cannot v o l u n t a r i l y 

reduce the excess r o y a l t i e s or whatever they are t h a t are 

burdening t h i s land? 
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A I would propose, so t h a t a l l of our ac

reage i s — i s p r o t e c t e d , t h a t i t would be a l l of the n o r t h 

east quarter and the southeast quarter of the northwest 

qu a r t e r . 

Q That would include the e n t i r e Kaime 

Lease? 

A That would include the e n t i r e Kaime 

Lease. 

Q For the Blanco-Mesaverde and Basin-Dak

ota . 

A That i s c o r r e c t . 

Q And the 160 acres t h a t i s represented by 

the northeast quarter of Section 20 would then be a standard 

160-acre p r o r a t i o n i n the Chacra and P i c t u r e d C l i f f s . 

A That i s c o r r e c t . 

Q Do you have anything t o add t o your t e s 

timony, Mr. Verquer? 

A I don't b e l i e v e I do. 

Q Were E x h i b i t s One and Two prepared by you 

or under your d i r e c t i o n and c o n t r o l ? 

A They were. 

MS. AUBREY: Mr. Examiner, I 

tender E x h i b i t s Numbers One and Two. 

MR. QUINTANA: E x h i b i t s One and 

Two w i l l be entered. 
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Q Mr, Verquer, w i l l g r a n t i n g the a p p l i c a 

t i o n of Caulkins O i l Company prevent waste, p r o t e c t c o r r e l a 

t i v e r i g h t s , and promote conservation of hydrocarbons? 

A I t w i l l . 

MR. PEARCE: May I , Mr. Exam

iner? Thank you, s i r . 

CROSS EXAMINATION 

BY MR. PEARCE: 

Q Mr. Verquer, f o r c l a r i f i c a t i o n of the re

cord, I •-- i t i s your understanding t h a t only the 120 acres 

held by El Paso i n the northwest quarter section i s burdened 

by the ov e r r i d e i n guestion, i s t h a t c o r r e c t ? 

A That i s c o r r e c t . 

Q You mentioned i n your testimony, s i r , 

t h a t you believed i t was possible f o r the e x i s t i n g w e l l i n 

the northeast quarter s e c t i o n t o produce a l i t t l e gas. 

That's the Kaime No. 1, I presumed. 

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

Q Is t h a t c o r r e c t ? To your knowledge, s i r , 

the lease on t h a t property i s held by Caulkins, i s t h a t cor

rect? 

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

Q Is there any minimum production f i g u r e 

contained i n t h a t lease? 
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A Negative. 

Q Mr. Verquer, as a p r a c t i c a l o i l and gas 

operator, and I g l a d l y consented t o t h a t q u a l i f i c a t i o n , 

there's no question i n my mind about i t , have you had some 

experience w i t h leases and r o y a l t i e s ? 

A No, I have not. 

Q Then I have no f u r t h e r questions. Thank 

you, s i r . 

MR. QUINTANA: I have no ques

t i o n s of the witness a t t h i s time. 

MS. AUBREY: Let me ask one 

follow-up question, Mr. Verquer. 

REDIRECT EXAMINATION 

BY MS. AUBREY: 

Q With regard to the Kaime No. 1, when d i d 

i t l a s t produce? 

A I t was l i s t e d i n the e x h i b i t s here. The 

l a s t production was i n August of 1984. 

Q And do you know why i t ceased production? 

A I t had logged o f f and the w e l l has very 

low s h u t - i n pressures. On some of the e x h i b i t s t h a t w i l l be 

presented l a t e r you w i l l see t h a t the s h u t - i n pressure i s 

qu i t e low on t h a t , or they're l i s t e d i n t h a t , anyway, and 

the l i n e pressure being 3~to-400 pounds under the Gas Com-
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pany of New Mexico's system, i t i s unable to produce i n t o 

t h a t and as you can see by the e x h i b i t , 238 MCF i n 31 days 

i s not s u f f i c i e n t gas t o run the {not understood) f o r the 

pressure, so t h a t l e t ' s t h a t out. 

Q So Caulkins hasn't simply v o l u n t a r i l y 

shut the w e l l i n . I t had stopped producing on i t s own? 

MS. AUBREY: That's a l l I have. 

MR. QUINTANA: I have no ques

t i o n s of the witness at t h i s time. 

You may be excused. 

A. R. KENDRICK, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MS. AUBREY: 

Q Would you s t a t e your name and occupation 

f o r the record? 

A A. R. Kendrick, c o n s u l t i n g petroleum en

gineer . 

Q And, Mr. Kendrick, have you t e s t i f i e d 

p r e v i o u s l y before t h i s D i v i s i o n and had your q u a l i f i c a t i o n s 

as a petroleum engineer made a matter of record? 

A Yes. 
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MS. AUBREY: Mr. Examiner, are 

the witness' q u a l i f i c a t i o n s acceptable? 

MR. QUINTANA: They are. 

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 of 

Caulkins O i l Company today f o r compulsory p o o l i n g , downhole 

commingling, and dual completion of the Kaime No. 1-R? 

A Yes. 

Q Are you also have you also made your

s e l f f a m i l i a r w i t h c e r t a i n economic c a l c u l a t i o n s w i t h gas 

prices and assumed net revenue i n t e r e s t or excess burdens on 

the property? 

A Yes. 

Q Let me have you look at your E x h i b i t Num

ber Three. Would you i d e n t i f y t h a t f o r the examiner? 

A E x h i b i t Number Three i s a series of 

photocopies of Township 26 North, Range 5 West, showing the 

annual and cumulative production f o r each w e l l i n t h a t town

ship by the formation. 

The f i r s t page of the maps shows Pictured 

C l i f f s formation. I t shows the annual volume of production 

f o r 1934 i n m i l l i o n s of cubic f e e t i n the upper number. 

The lower number i s the cumulative as of 

January the 1st, 1985 i n m i l l i o n s of cubic f e e t . 

The w e l l s 

Q Is the proposed -~ 
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A -- show -- excuse tne. 

Q Is the proposed p o r a t i o n u n i t shown i n 

yellow on the map? 

A Yes, the area of i n t e r e s t i s i d e n t i f i e d 

i n yellow on the map. 

The w e l l spot i s not shown to i d e n t i f y 

which 40-acre t r a c t i s represented because of the volume of 

numbers t h a t have t o go on the pages so t h a t the attempt i s 

to show the volumes i n each quarter section t o repr^s'-n':. the 

well;; d r i l l ed i n the quarter s^cthn.^. 

Tht M ;:! p-nQe, the mcJp represents the 

Chdc r a pr 11 d u c t i on. 

The t h i r d page, the Mobcsverd" product, TOP, 

and the last page, the Dakota production. 

Q Okay. l e t ' s t u r n back to the Pictured 

C l i f f s production map. I n what your o p i n i o n , what conclu

sions can you draw from the production numbers t h a t you 

have -- have studied and put on your e x h i b i t here? 

A With a hasty reference t o t h i s , y o u ' l l 

f i n d t h a t of the good Pi c t u r e d C l i f f s w e l l s are to the n o r t h 

and east of t h i s , except one w e l l about a mile and a h a l f 

south. 

The w e l l s have been producing since the 

e a r l y f i f t i e s , f o r the most p a r t , i n t h i s area, so t h a t a 

c e r t a i n amount of d e p l e t i o n has taken place i n the area, and 
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t h e r e f o r e replacement w e l l s would not be a n t i c i p a t e d t o pro

duce as w e l l as these but the area of i n t e r e s t shown i n y e l 

low there i s not i n the b e t t e r p a r t of the pool and t h e r e 

f o r e a less than average w e l l i n the Pi c t u r e d C l i f f s forma

t i o n would be a n t i c i p a t e d a t t h i s l o c a t i o n . 

Q Can you conclude from your e x h i b i t t h a t 

i n the P i c t u r e d C l i f f you would expect t o have a w e l l which 

was not as good as an o r i g i n a l w e l l on a u n i t ? 

A Yes. 

Q Let me r e f e r you now t o page number two 

of your e x h i b i t , the Chacra gas production map i n d i c a t e s 

t h a t a l l of the good w e l l s are south of the a n t i c i p a t e d l o 

c a t i o n and t h a t even though these are much more recent 

w e l l s , the w e l l s , even w i t h t h i s formation, as f a r as east 

and west i s concerned, and f u r t h e r n o r t h , are marginal w e l l s 

and they are the o r i g i n a l w e l l s t o the Chacra formation, so 

t h a t any a n t i c i p a t e d w e l l i n the north h a l f of Section 20 

would also be expected t o be a marginal w e l l . 

Q Let's look now at the Mesaverde forma

t i o n . 

A The Mesaverde production map shows tha t 

the proposed l o c a t i o n would be a pool extension. I t i s 

th e r e f o r e less than edge i n c l a s s i f i c a t i o n . 

Q So you have no Mesaverde production south 

of the proposed l o c a t i o n and none near on the east side. 
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A On the west side; none on the west side 

or the south side, which would i n d i c a t e t h a t we have no con

t r o l but we r e a l l y would a n t i c i p a t e low volume reserves a t 

t h a t l o c a t i o n . 

Q And I b e l i e v e the l a s t page shows the 

Dakota production, i s t h a t c o r r e c t ? 

A The b e t t e r Dakota w e l l s are n o r t h and 

east from the proposed l o c a t i o n w i t h very l i t t l e c o n t r o l t o 

the south and west and the c o n t r o l t h a t we do have would i n 

d i c a t e t h a t a w e l l would not be a high q u a l i t y w e l l d r i l l e d 

a t the proposed l o c a t i o n . 

Q A f t e r having studied the data shown on 

your E x h i b i t Number Three and i n your p r o f e s s i o n a l o p i n i o n , 

Mr. Kendrick, do you have an opinion as t o the r i s k penalty 

which should be imposed against nonconsenting working i n t e r 

est owners i n connection w i t h the compulsory poo l i n g p o r t i o n 

of t h i s a p p l i c a t i o n ? 

A Since the rumor has i t t h a t sometimes 

v o l u n t a r y agreements allow 300 percent r i s k f a c t o r s , I t h i n k 

the forced pooling would at l e a s t give 200 percent r i s k i n a 

case where a l l zones are marginal, t h a t the t o t a l w e l l might 

barely be commercial. 

Q I n your p r o f e s s i o n a l opinion i s there a 

s u b s t a n t i a l r i s k of o b t a i n i n g an economic w e l l , given the 

production i n f o r m a t i o n which you have c a l c u l a t e d and pre-
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pared i n form of an e x h i b i t , and the testimony t h a t you have 

heard from Mr. Verquer based on estimates of production? 

A I t h i n k t h a t the chance t h a t the w e l l 

would make a l i t t l e money i s good but i t ' s s t i l l a r i s k . 

Q I n your opinion are there s u b s t a n t i a l 

r i s k s of d r i l l i n g and completing a w e l l which w i l l i n f a c t 

pay out? 

A Yes. 

Q In your p r o f e s s i o n a l opinion are there 

mechanical r i s k s associated w i t h d r i l l i n g and completing 

t h i s w e l l i n the four proposed formations? 

A Yes, the a d d i t i o n a l problems of downhole 

commingling and dual completing increase the r i s k . 

Q In your p r o f e s s i o n a l opinion i s the impo

s i t i o n of a 200 percent penalty appropriate i n t h i s case? 

A Yes. 

Q Let me have you t u r n now t o E x h i b i t Num

ber Four. Can you i d e n t i f y t h a t f o r the Examiner? 

A These are some numbers t h a t were put t o 

gether based on the production from what I beliewe was iden

t i f i e d as Well No. 307M, a w e l l s i m i l a r l y completed t o the 

proposal here, t h a t produced l a s t year 763 MCF per day. 

I trimmed t h a t t o 762 so we could s p l i t 

i t 50/50 h a n d i l y ; assumed a w e l l cost of $500,000, and the 

co n t r a c t p r i c e of $2.25 per MCF. 
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I f Caulkins 1 i n t e r e s t i s 50 percent and 

El Paso's i n t e r e s t i s 50 percent, then El Paso's revenue at 

381 MCF per day at $2.25, would be $858.37 and Caulkins' 

revenue each day would be l i k e w i s e $858.37. 

I f El Paso has a $3.96 o v e r r i d e on t h e i r 

h a l f , then t h e i r cost per day would be $1508.76 f o r the 381 

MCF, leaving them a net revenue i n t e r e s t of a minus $650.39 

per day. 

Each day t h a t Caulkins pays out $858.37 

El Paso would go i n the hole $650.39. 

Therefore there i s no fund from which t o 

pay out El Paso's h a l f of the w e l l which I l e f t out the 

words "El Paso's" on t h i s e x h i b i t . 

Q Or Meridian or whoever they are today. 

A Meridian or B u r l i n g t o n , are however 

they're known these days. 

Q Mr. Kendrick, do you have a p r o f e s s i o n a l 

opinion as t o whether or not, given the burden which we have 

described i n our e x h i b i t s and testimony, t h a t Caulkins' cor

r e l a t i v e r i g h t s can be protected and the o p p o r t u n i t y f o r 

Caulkins to produce i t s f a i r share of the hydrocarbons 

underlying i t s t r a c t can be provided t o Caulkins w i t h o u t a 

re d u c t i o n i n the excess r o y a l t y — o v e r r i d i n g r o y a l t y or ex

cess burden which e x i s t s on the 120 acres? 

A Caulkins' i n t e r e s t cannot be protected 
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i s reduced t o e l i m i n a t e s u b s t a n t i a l l y a l l of the burdened 

acreage. 

Q Do you have an opinion as t o whether or 

not given the cost of d r i l l i n g the w e l l , the c o n t r a c t p r i c e , 

the percentages of i n t e r e s t t h a t we've t a l k e d about today, 

and the d o l l a r f i g u r e of the excess burden, the w e l l would 

ever pay out? 

A No, the El Paso i n t e r e s t of the w e l l 

woudl go f u r t h e r i n debt each day; instead of paying out i t 

would go f u r t h e r i n the hole i n s t e a d . 

Q Do you have anything t o add t o your 

testimony, Mr. Kendrick? 

A No. 

Q Were E x h i b i t s Three and Four prepared by 

you? 

A Yes. 

Q Mr. Examiner, I tender E x h i b i t s Number 

Three and Four and I have no other questions of the witness. 

MR. QUINTANA: The E x h i b i t s 

Three and Four w i l l be accepted i n t o evidence. 

Mr. Pearce, i s there cross 

examination? 

MR. PEARCE: Thank you, Mr. 

Examiner. 
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BY MR. PEARCE: 

Q Mr. Kendrick, are you q u a l i f i e d as an 

expert i n matters of lease c o n s t r u c t i o n and r o y a l t y o b l i g a 

t i o n s ? 

A No, s i r . 

MR. PEARCE: I t h i n k I have no

t h i n g f u r t h e r , Mr. Examiner. 

MR. QUINTANA: Are there other 

questions of the witness? 

I f not, Mr. Kendrick, you may 

be excused. 

MR. TAYLOR: I've got a ques

t i o n f o r Ms. Aubrey. 

I f Caulkins claims t h a t because 

of the burden on the property t h a t the w e l l won't pay out, 

and a s s e n t i a l l y t h e i r c o r r e l a t i v e r i g h t s won't be p r o t e c t e d , 

what do they a c t u a l l y want out of t h i s thing? 

MS. AUBREY: Let me c l a r i f y 

t h a t , Mr. Taylor. 

MR. TAYLOR: That's what I want 

i s c l a r i f i c a t i o n . 

MS. AUBREY: Be happy t o do 

t h a t . 
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What Caulkins wants out of t h i s 

hearing i n a d d i t i o n t o the order of the D i v i s i o n pooling El 

Paso's 50 percent i n t e r e s t i n the u n i t , i n the Blanco, Mesa

verde, and Basin Dakota formations, and the a u t h o r i t y t o 

d u a l l y complete the w e l l and commingle the w e l l i n the man

ner i n which we've discussed, Caulkins wants a remedy from 

the D i v i s i o n t o p r o t e c t i t s c o r r e l a t i v e r i g h t s against a 

working i n t e r e s t owner who by c o n t r a c t , or otherwise, 

creates o v e r r i d i n g r o y a l t i e s or net revenue i n t e r e s t , or 

other payments out of production which are so large as t o 

prevent any working i n t e r e s t owner i n t h a t u n i t from d r i l 

l i n g a w e l l . 

The s i t u a t i o n t h a t we have here 

i s one i n which Caulkins cannot under any s t a t e of economics 

d r i l l and produce an economic w e l l , and the reason f o r t h a t 

i s t h a t they cannot recoup t h e i r share of the w e l l cost 

against El Paso's i n t e r e s t , and the reason f o r t h a t i s t h a t 

El Paso's i n t e r e s t i s always a negative number. 

This problem i s here today be

cause our New Mexico forced p o o l i n g s t a t u t e s p e c i f i c a l l y 

states t h a t the r i s k f a c t o r and the cost of d r i l l i n g the 

w e l l are only recoverable out of the working i n t e r e s t and 

not out of the o v e r r i d i n g r o y a l t y i n t e r e s t . 

I f we had a s i t u a t i o n as there 

are i n some j u r i s d i c t i o n s where we could reach t h a t o v e r r i d e 
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u n t i l payout w i t h w e l l costs, we would not have the problem 

we have today, but the problem we have today i s t h a t 70-2-17 

says you can't do t h a t . 

The remedy the D i v i s i o n has 

found i n the past i n Case 7922 was t o give the person who 

has created the problem the o p p o r t u n i t y t o make an e l e c t i o n 

whether t o reduce the burden or t o exclude the burdened ac

reage . 

I b e l i e v e the D i v i s i o n has the 

a u t h o r i t y t o do e i t h e r of those t h i n g s . 

MR. QUINTANA: I take i t , Ms. 

Aubrey, t h a t even i f El Paso had v o l u n t a r i l y j o i n e d i n on 

the u n i t there'd s t i l l be a negative cash flow on t h e i r be

h a l f . 

MS. AUBREY: I f El Paso had 

v o l u n t a r i l y j o i n e d , as I understand the f a c t s , there would 

s t i l l be a negative cash flow because f o r every MCF of gas 

produced, a c t u a l l y sold a t $2.25, El Paso has some burden — 

some o b l i g a t i o n , a c o n t r a c t u a l o b l i g a t i o n , as I understand 

i t , t o pay out $3.96. 

MR. QUINTANA: Out of lease — 

out of lease production. 

MS. AUBREY: Right. I f there 

had been a v o l u n t a r y j o i n d e r , t h a t would have come out of El 

Paso's share. Caulkins would not have the o p p o r t u n i t y to 
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ask f o r a penalty. There wouldn't be a penalty involved i f 

there had been v o l u n t a r y j o i n d e r , and i f El Paso had volun

t a r i l y j o i n e d , El Paso would have had t o f i n d the money t o 

pay f o r i t s share of the w e l l costs out of some other poc

ket . 

So I don't t h i n k we would have 

the problem we have. They have not v o l u n t a r i l y j o i n e d . 

MR. QUINTANA: Does i t make 

sense f o r them t o v o l u n t a r i l y j o i n ? 

MS. AUBREY: I don't know 

whether i t makes sense t o El Paso t o v o l u n t a r i l y j o i n or 

not; apparently i t does not or they would have done so. 

MR. QUINTANA: I have no f u r 

ther questions. 

Any c l o s i n g statements? 

MS. AUBREY: I've j u s t given 

mine. 

MR. QUINTANA: Mr. Pearce? 

MR. PEARCE: Mr. Examiner, i f I 

may, I be l i e v e t h a t Caulkins i s seeking two remedies i n the 

a l t e r n a t i v e , one of which cannot be accomplished; the other 

of which should not be accomplished. 

F i r s t , she seeks t o have Meri

dian v o l u n t a r i l y reduce an o v e r r i d i n g r o y a l t y which she says 

i s held by Union O i l of C a l i f o r n i a . We don't have any t e s -
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timony i n t h i s record but I b e l i e v e t h a t i f the Examiner 

consults w i t h h i s counsel they w i l l determine t h a t t h a t i s 

not possible f o r Meridian t o accomplish. 

That i n t e r e s t , so f a r as t h i s 

record r e f l e c t s , i s l e g a l l y created, i s a v a l i d , outstanding 

i n t e r e s t . The economics of the present s i t u a t i o n a r i s e be

cause the p r i c e of n a t u r a l gas at t h i s time happens t o be 

below an o v e r r i d i n g r o y a l t y which i s outstanding. 

Mr. Verquer has i n d i c a t e d dur

ing h i s testimony t h a t i t i s possible f o r t h i s w e l l t o pro

duce a l i t t l e gas and hold t h i s lease. I suggest t h a t one 

a l t e r n a t i v e may be t o request Caulkins, i f they wish t o hold 

t h a t lease w i t h t h a t w e l l , t o simply produce a l i t t l e gas 

out of t h a t w e l l and hold i t s lease and hope, as we a l l do, 

the p r i c e of n a t u r a l gas r i s e s t o such a p o i n t t h a t t h i s be

comes an economic venture. 

The second a l t e r n a t i v e sugges

t i o n by the a p p l i c a n t i s some s o r t of coercive nonstandard 

p r o r a t i o n u n i t . 

Counsel f o r Caulkins p o i n t s t o 

a case i n which such an order has been entered i n the past. 

I am not aware t h a t t h a t case was ever taken t o the c o u r t 

house t o determine whether or not i t i s a v a l i d order. I n 

f a c t , i t ' s my understanding t h a t the p a r t i e s resolved t h a t 

matter a f t e r e n t r y of the order. 
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But I am also not convinced 

t h a t the present posture of t h i s case allows f o r considera

t i o n of a nonstandard p r o r a t i o n u n i t . I b e l i e v e the cor r e s 

pondence submitted by the Applicant i n t h i s matter shows 

some correspondence about a f i l i n g f o r a nonstandard prora

t i o n u n i t ; t h a t f i l i n g was i n a d i f f e r e n t case and the case 

t h a t we're considering r i g h t now i s f o r compulsory p o o l i n g 

and c e r t a i n other remedies. 

Meridian objects t o the crea

t i o n of a nonstandard p r o r a t i o n u n i t because t h a t nonstand

ard p r o r a t i o n u n i t on the basis t h a t we b e l i e v e i s a tempor

ary economic c o n d i t i o n , would exclude c e r t a i n acreage from 

p a r t i c i p a t i o n and yet apparently would d r a i n reserves out 

from under the acreage which i s not allowed t o p a r t i c i p a t e . 

we t h i n k t h a t i s not a reason

able basis f o r the c r e a t i o n of a nonstandrad p r o r a t i o n u n i t . 

We recognize t h a t the a p p l i c a n t 

i n t h i s case has a dilemma. We are not the holders of the 

burden which creates t h a t problem. We cannot v o l u n t a r i l y 

reduce t h a t burden. We do not know whether or not a p p l i 

cant has contacted Union O i l of C a l i f o r n i a t o get them t o 

agree t o reduce the burden t h a t ' s on t h i s property. 

But we do know t h a t we can't do 

i t and we do know t h a t we do not bel i e v e t h i s record con

t a i n s s u f f i c i e n t evidence f o r the c r e a t i o n of a nonstandard 



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 

42 

p r o r a t i o n u n i t . 

Thank you, Mr. Examiner. 

MR. QUINTANA: Ms. Aubrey, 

would you care t o make a d d i t i o n a l c l o s i n g statements? 

MS. AUBREY: Thank you, only 

b r i e f l y . 

To describe our request f o r a 

nonstandard p r o r a t i o n u n i t as coercive i s t o ignore the f a c t 

t h a t by v o l u n t a r i l y e n t e r i n g i n t o c o n t r a c t u a l r e l a t i o n s h i p s 

f o r o v e r r i d i n g r o y a l t i e s which now exceed the p r i c e of 

n a t u r a l gas, El Paso/Meridian has c o e r c i v e l y created a s i t 

u a t i o n where Caulkins cannot produce one MCF of i t s gas out 

of the north h a l f of Section 20. 

Caulkins i s not a p a r t y t o 

whatever burden i s on t h i s lease. El Paso i s . 

To suggest t h a t Caulkins i s a t 

tempting t o coerce El Paso i s t o simply reverse the t r u e 

s i t u a t i o n . I t i s Caulkins who i s being coerced i n t o sub

j e c t i n g i t s acreage t o drainage from other w e l l s and t o i t s 

i n a b i l i t y t o produce any gas at a l l underlying the n o r t h 

h a l f of Section 20. 

MR. TAYLOR: Ms. Aubrey, i f you 

would l i k e us t o t r y t o f i g u r e out what we're going t o do, 

i t would probably be best i f you'd provide us w i t h a copy of 

whatever document purports t o create t h i s unconscionable i n -
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t e r e s t . 

MS. AUBREY: Well — 

MR. TAYLOR: Otherwise, as f a r 

as we see the evidence, there's r e a l l y nothing i n evidence 

t h a t shows what t h a t ' s going t o be. 

MS. AUBREY: Well, Mr. Taylor, 

l e t me respond t o t h a t t h i s way. 

We had the burden of coming 

forward w i t h a preponderance of the evidence t h a t a c e r t a i n 

f a c t e x i s t s . 

Opposition appeared, they had 

the o p p o r t u n i t y — 

MR. TAYLOR: Well, you don't 

have a copy of the document. 

MS. AUBREY: I do not have a 

copy of the document. My c l i e n t i s not a pa r t y t o i t . I t 

has not been provided t o you by the people who are s i t t i n g 

across the t a b l e here. 

I don't have i t t o give you and 

I don't b e l i e v e I have t o go any f a r t h e r on my burden of 

proof to prove the existence of t h a t than t o put on uncon-

t r o v e r t e d testimony, regardless of what the content of the 

c l o s i n g statement was, about the existence of the burden. 

MR. TAYLOR: Mr. Pearce, would 

you l i k e t o provide us w i t h a copy of t h a t ? 
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MR. PEARCE: I f counsel f o r the 

D i v i s i o n would l i k e t o request a copy of those documents, we 

w i l l be more than happy t o provide them. 

I t h i n k I should s t a t e t o the 

Examiner and h i s counsel t h a t i t i s some of the most convo

l u t e d l e g a l w r i t i n g you w i l l ever encounter and I w i l l be 

glad t o tender i t t o you wi t h o u t a summary. 

Thank you. 

MR. TAYLOR: Could we request 

t h a t , then? 

MR. PEARCE: C e r t a i n l y . We'll 

be happy t o provide t h a t . 

MS. AUBREY: Mr. Examiner, may 

we submit proposed orders i n t h i s case? 

MR. QUINTANA: Yes, I was going 

to ask f o r proposed orders i n t h i s case. W i l l you please 

both submit proposed orders t o me? 

MR. PEARCE: Mine w i l l be ex

tremely s h o r t . 

MS. AUBREY: As was your case, 

r i g h t ? 

MR. QUINTANA: Are there f u r 

t her matters i n t h i s case? 

I f not, the case w i l l be 

Case 8640 w i l l be taken under advisement. 
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Is there anything f u r t h e r i n 

Docket Number 21-85? 

MS. AUBREY: No, s i r . 

MR. QUINTANA: I f not, Docket 

21-85 i s o f f i c i a l l y closed. 

(Hearing concluded.) 
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CERTIFY t h a t the foregoing T r a n s c r i p t of Hearing before the 

O i l Conservation D i v i s i o n was reported by me; t h a t the said 
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heard by me on fluffy 1' J&5L' 

Examiner 
OH Conservation Division 
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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

19 June 1986 

COMMISSION HEARING 

IN THE MATTER OF: 

The d i s p o s i t i o n of c e r t a i n cases 
c a l l e d on t h i s docket f o r which no 
testimony was presented. 

BEFORE: Richard L. Stamets, Chairman 
Ed K e l l e y , Commissioner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the O i l Conservation Charles E. Roybal 
D i v i s i o n : Attorney a t Law 

Energy and Minerals Dept. 
525 Camino de Los Marquez 
Santa Fe, New Mexico 87501 



1 

2 

* come to order. 

4 

10 

MR. STAMETS: The hearing w i l l 

We'll c a l l f i r s t t h i s morning 
5 Case 8761. 

6 MR. ROYBAL: Case 8 761 

7 Application of Chevron Operating Company — Chaveroo — 

8 Chaveroo Operating Company for s a l t water disposal, Lea 

9 County, New Mexico. 

MR. STAMETS: At the request of 

11 the applicant t h i s case w i l l be dismissed. 

12 

13 

14 

1 5 MR. STAMETS: Call next Case 

16 Number 8640. 

1 7 MR. ROYBAL: Case 8640. 

, 8 Application of Caulkins O i l Company for compulsory pooling, 

downhole commingling, and dual completion, Rio Arriba 

*0 County, New Mexico. 

2 1 MR. STAMETS: At the request of 

the applicant t h i s case w i l l be continued to the August 7th 

23 Commission Hearing . 

24 

(Hearings concluded.) 

— — p — t . 1 . 1 

9 
r r ...«, m um jucai. u i my a m i I t y . 

10 

11 

12 

13 

14 

15 

16 
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3 

C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY CERTIFY 

that the foregoing Transcript of Hearing before the O i l Con

servation Division was reported by me; that the said t r a n 

s c r i p t i s a f u l l , t rue, and correct record of the hearing, 

prepared by me to the best of my a b i l i t y . 
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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BLDG. 
SANTA FE, NEW MEXICO 

7 August 1986 

COMMISSION HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Caulkins O i l Company CASE 
f o r compulsory p o o l i n g , downhole com- 8640 
mi n g l i n g , and dual completion, Rio 
Ar r i b a County, New Mexico. 

BEFORE: Richard L. Stamets, Chairman 
Ed Ke l l e y , Commissioner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the Commission: J e f f Taylor 
Legal Counsel f o r the D i v i s i o n 
O i l Conservation D i v i s i o n 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 87501 

For the A p p l i c a n t : 
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2 

MR. STAMETS: We'll c a l l f i r s t 

t h i s morning Case Number 8640. 

MR. TAYLOR: A p p l i c a t i o n of 

Caulkins O i l Company f o r compulsory p o o l i n g , downhole 

commingling, and dual completion, Rio A r r i b a County, New 

Mexico. 

(At t h i s time Case 8640 was delayed u n t i l the 

end of the docket.) 

MR. STAMETS: Case 8430, which 

was previously c a l l e d , w i l l be dismissed. 

(Hearing concluded.) 
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3 

C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY 

CERTIFY that the foregoing Transcript of Hearing before the 

Oil Conservation Division (Commission) was reported by me; 

that the said t r a n s c r i p t i s a f u l l , true, and correct record 

of the hearing, prepared by me to the best of my a b i l i t y . 
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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BLDG. 
SANTA FE, NEW MEXICO 

19 November 19 85 

COMMISSION HEARING 

IN THE MATTER OF: 

D i s p o s i t i o n of cases w i t h no t e s t i - CASE 
mony d u r i n g Commission Hearing h e l d 8614, /8640.J 
1 Q M^nromK^v O/ICl ^ : 19 November, 1985 . 8463 

7 

BEFORE: Richard L. Stamets, Chairman 
Ed K e l l e y , Commissioner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the D i v i s i o n : E l l i o t L. Weinreb 
Attorney a t Law 
Energy and Minerals Dept. 
525 Camino Los Marguez 
Santa Fe, New Mexico 87501 

For the A p p l i c a n t : 
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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BLDG. 
SANTA FE, NEW MEXICO 

26 February 1986 

COMMISSION HEARING 

IN THE MATTER OF: 

The d i s p o s i t i o n o f cases c a l l e d on 
the Commission Docket f o r t h i s date 
and which are continued or dismissed 
w i t h o u t testimony g i v e n . 

CASE 
8 4 6 3 , 8796 , 

/££4T5) 8712 , 
W s t f , 8219 , 
8220 

BEFORE: Richard L. Stamets, Chairman 
Ed K e l l e y , Commissioner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the O i l Conservation J e f f Taylor 
D i v i s i o n : Legal Counsel t o the D i v i s i o n 

O i l Conservation D i v i s i o n 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 87501 

For the A p p l i c a n t : 


