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1 HEARING EXAMINER: This h e a r i n g w i l l come 

2 t o or d e r . I ' l l c a l l next case, No. 9957. 

3 MR. STOVALL: A p p l i c a t i o n of C. W. T r a i n e r 

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

5 HEARING EXAMINER: C a l l f o r appearances. 

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

7 Ernest C a r r o l l of the law f i r m Losee, Carson, Haas & 

8 C a r r o l l of A r t e s i a , New Mexico, and I'm here 

9 r e p r e s e n t i n g the A p p l i c a n t , C. W. T r a i n e r . 

10 HEARING EXAMINER: Are t h e r e any other 

11 appearances? 

12 Mr. C a r r o l l , b e f o r e we get s t a r t e d , t h e r e 

13 was a q u e s t i o n on your a p p l i c a t i o n about the w e l l name 

14 and the w e l l l o c a t i o n . The w e l l l o c a t i o n , which I ' l l 

15 propose t o r e e n t e r and which Mr. T r a i n e r plans t o 

16 r e e n t e r , i s 1650 from the south and east l i n e s ; i s 

17 t h a t c o r r e c t ? 

18 MR. CARROLL: That's c o r r e c t . 

19 HEARING EXAMINER: I n my w e l l f i l e s , I show 

20 t h a t ' s c a l l e d the Wallace #2, Ralph Lowe, plugged and 

21 abandoned, A p r i l 1970. I t was o r i g i n a l l y d r i l l e d i n 

22 1957. I t looks l i k e i t s c o m p l e t i o n or i t was 

23 completed i n the Devonian f o r m a t i o n o r i g i n a l l y ? 

24 MR. CARROLL: That's c o r r e c t . Mr. 

25 Examiner, I was not aware -- i n f a c t , I d i s c o v e r e d 
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1 t h a t t h i s morning, and Mr. T r a i n e r e x p l a i n e d . The 

2 w e l l t h a t we do pla n on r e e n t e r i n g i s the Wallace #2. 

3 Mr. T r a i n e r i s w i s h i n g t o r e d e s i g n a t e i t upon h i s 

4 r e e n t r y as the Wallace #1. They do have hopes of 

5 r e e n t e r i n g more of these w e l l s , and they thought i f 

6 they s t a r t e d out and renumbered them as th e y went, 

7 they could keep b e t t e r t r a c k of them, and t h a t i s the 

8 reason f o r the c o n f u s i o n . 

9 HEARING EXAMINER: Thank you, because t h e r e 

10 was a Wallace #1 f o r Ralph Lowe, and as I u s u a l l y do 

11 on the a d v e r t i s e m e n t , I u s u a l l y hold the name. I f he 

12 wants t o change h i s name, whatever i t i s , t h e r e ' s no 

13 problem on t h a t . 

14 MR. CARROLL: That's what happened. 

15 HEARING EXAMINER: Thanks f o r g e t t i n g me 

16 s t r a i g h t on t h a t , Mr. C a r r o l l . You may proceed. 

17 MR. STOVALL: Let me swear i n the witnesses 

18 f i r s t . 

19 MR. CARROLL: Yes, I have two w i t n e s s e s , 

20 Mr. T r a i n e r and Mr. Lee. 

21 C. W. TRAINER, 

22 the w i t n e s s h e r e i n , a f t e r having been f i r s t d u l y sworn 

23 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 : 

24 DIRECT EXAMINATION 

25 BY MR. CARROLL: 
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1 Q. Mr. T r a i n e r , would you s t a t e your f u l l name 

2 and address f o r the r e c o r d . 

3 A. My name i s C. W. T r a i n e r . I l i v e at 526 

4 Sandy Mountain D r i v e , Sunrise Beach, Texas. 

5 Q. You are self-employed as an independent o i l 

6 o p e r a t o r ; i s t h a t not t r u e ? 

7 A. That 1s t r u e . 

8 Q. Mr. T r a i n e r , I know you've t e s t i f i e d b e f o r e 

9 the Commission -- but we j u s t don't remember e x a c t l y 

10 what he q u a l i f i e d f o r , and we're going t o go back 

11 through t h a t process, i f y o u ' l l bear w i t h us, Mr. 

12 Examiner. 

13 With respect t o your e d u c a t i o n 

14 q u a l i f i c a t i o n s , c o u l d you please s t a t e what degree 

15 t h a t you have obtained? 

16 A. U n i v e r s i t y of Texas, 1948, Bachelor of 

17 Science, E l e c t r i c a l E n g i n e e r i n g . 

18 Q. A l l r i g h t . A f t e r o b t a i n i n g t h i s degree i n 

19 e n g i n e e r i n g , d i d you enter work w i t h i n the o i l 

20 business? 

21 A. I h i r e d out t o Schlumberger Well Surveying 

22 C o r p o r a t i o n , i t was c a l l e d . I worked f o r them f o r 

23 almost nine y e a r s , q u i t i n 56, and have been i n t h i s 

24 business ever s i n c e . 

25 Q. I n 1956, d i d you become an independent 
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1 o p e r a t o r then? 

2 A. Yes, at Hobbs. 

3 Q. At the present time are you o p e r a t i n g any 

4 o i l or gas w e l l s ? 

5 A. Yes, I am. 

6 Q. How many w e l l s are you o p e r a t i n g at the 

7 present time? 

8 A. Eighteen p r o d u c i n g w e l l s . 

9 Q. Over the years since 1956 t o the p r e s e n t , 

10 have you operated many more w e l l s than 18? 

11 A. Yes, a g r e a t many. 

12 Q. You have bought and s o l d a number of w e l l s ; 

13 i s t h a t not t r u e ? 

14 A. Yes, I have. 

15 Q. During t h a t p e r i o d of t i m e , how many w e l l s 

16 have you a c t u a l l y caused t o be d r i l l e d , s u p e r v i s e d the 

17 d r i l l i n g t h e r e o f ? 

18 A. Around 100, I would say. 

19 Q. With respect t o the r e e n t r y of plugged and 

20 abandoned o i l w e l l s , how many of those have you done? 

21 A. About 30, I would say, a l l i n Lea County. 

22 Q. At the present t i m e , you're a l s o i n v o l v e d 

23 i n the promotion of d r i l l i n g v e n t u r e s and t h a t s o r t of 

24 t h i n g , are you not? 

25 A. Oh, yes. I'm busy. 
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1 Q. During your time as an independent 

2 o p e r a t o r , have you also had experience wherein you 

3 worked as a c o n t r a c t o r i n the areas of d r i l l i n g , 

4 c o m p l e t i o n , and p r o d u c t i o n ? 

5 A. Yes, I have. 

6 Q. Then w i t h r e spect t o your e x p e r i e n c e , you 

7 are a t r a i n e d e n g i n e e r , you have worked, d r i l l e d 

8 w e l l s ; so you have experience i n the d r i l l i n g , the 

9 c o m p l e t i o n , r e e n t r y , p r o d u c t i o n , p r o m o t i o n , and 

10 o p e r a t i o n of o i l w e l l s ; i s t h a t not t r u e ? 

11 A. That 1s t r u e . 

12 MR. CARROLL: Mr. Examiner, I tender Mr. 

13 T r a i n e r . He i s a t r a i n e d engineer and at l e a s t has a 

14 p r a c t i c a l e d u c a t i o n or experience i n a l l of these 

15 d i f f e r e n t areas w i t h respect t o the d r i l l i n g and 

16 c o m p l e t i o n and p r o d u c t i o n of o i l w e l l s . 

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

18 Mr. T r a i n e r i s so q u a l i f i e d . 

19 Q. (BY MR. CARROLL) Mr. T r a i n e r , you have 

20 f i l e d an a p p l i c a t i o n i n Case No. 9957 f o r compulsory 

21 p o o l i n g of the northwest q u a r t e r of the southeast 

22 q u a r t e r of S e c t i o n 3 1 , Township 11 s o u t h , Range 38 

23 East; i s t h a t t r u e ? 

24 A. True. 

25 Q. What o b j e c t i v e or i n t e r v a l of p r o d u c t i o n 
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1 are you p l a n n i n g t o r e e n t e r and propose t o recomplete 

2 the abandoned w e l l t h a t ' s l o c a t e d i n t h a t northwest 

3 q u a r t e r of the southeast q u a r t e r of S e c t i o n 31? 

4 A. Devonian, G l a d i o l a Devonian. I i n t e n d t o 

5 produce p r o b a b l y the same p e r f o r a t i o n we produced 

6 b e f o r e . 

7 Q. As we c l a r i f i e d , the w e l l t h a t you planned 

8 on r e e n t e r i n g i s the Wallace #2, and you wish t o 

9 re d e s i g n a t e i t as the Wallace #1; i s t h a t r i g h t ? 

10 A. That's t r u e . I t might be c o n f u s i n g because 

11 our next one may be the one t h a t was t h e r e , pure 

12 Wallace or something e l s e . I f we can redo i t , i t w i l l 

13 be sim p l e r f o r us. 

14 Q. Can you d e s c r i b e what the purpose i s , what 

15 you p l a n t o accomplish by r e e n t e r i n g t h i s Wallace #1? 

16 A. We pl a n t o get a l o t of o i l out of i t . 

17 Q. At the time t h a t t h i s p a r t i c u l a r w e l l was 

18 plugged and abandoned, was i t s t i l l p r o d u cing o i l ? 

19 A. Yes. The l a s t year t h a t i t produced, the 

20 average d a i l y p r o d u c t i o n was 24 b a r r e l s of o i l , and 

21 water p r o d u c t i o n was about 1,500 b a r r e l s of water. 

22 Q. Mr. T r a i n e r , I'm going t o ask you t o t u r n 

23 t o your E x h i b i t No. 1. Would you e x p l a i n t o the 

24 Examiner e x a c t l y what E x h i b i t No. 1 i s ? 

25 A. E x h i b i t No. 1 i s bought from the Midland 
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1 Map Company. I t ' s an ownership map. I've c o l o r e d our 

2 lease on t h e r e and put our e x p i r a t i o n date on i t and 

3 i n d i c a t e d the w e l l we i n t e n d t o r e e n t e r . 

4 Q. A l l of the acreage c o l o r e d i n y e l l o w i s 

5 acreage you own an i n t e r e s t i n ; i s t h a t c o r r e c t ? 

6 A. Yes. I t ' s b a s i c a l l y t h i s same f a m i l y t h a t 

7 we're t a k i n g leases from. 

8 Q. With respect t o the w e l l t h a t you wish t o 

9 r e e n t e r , you've got i t p o i n t e d out here and the name 

10 Wallace #1 on i t ; i s t h a t c o r r e c t ? 

11 A. That's c o r r e c t . I t was what was known as 

12 Wallace #2. The map should show t h a t i f I d i d n ' t 

13 erase i t . 

14 Q. Would you t u r n t o your E x h i b i t No. 2? 

15 A. Okay. 

16 Q. Would you e x p l a i n t o the Examiner what 

17 E x h i b i t No. 2 i s ? 

18 A. That's a page out of the Red Book e n t i t l e d 

19 Symposium of O i l and Gas F i e l d s i n Southeastern New 

20 Mexico by the Roswell G e o l o g i c a l S o c i e t y , 1960 

21 E d i t i o n , and the Roswell G e o l o g i c a l S o c i e t y p u b l i s h e d 

22 t h i s book of most of the f i e l d s down t h e r e . 

23 Q. The f i e l d , t h i s G l a d i o l a f i e l d , i s shown by 

24 the hash-marked l i n e s on t h i s E x h i b i t 2; i s i t not? 

25 A. Yes. 
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1 Q. Mr. T r a i n e r , would you e x p l a i n t o the 

2 Examiner the t h e o r y behind your r e e n t r y , why you f e e l 

3 t h a t you can produce o i l from t h i s plugged and 

4 abandoned w e l l ? 

5 A. I t ' s a p r e t t y daresome idea because May 

6 Petroleum d r i l l e d on t h i s same lease t h e r e j u s t 600 

7 f e e t east of i t f o u r years a f t e r t h i s w e l l was 

8 plugged, I b e l i e v e i t was two years a f t e r , and plugged 

9 and d i d n ' t get any o i l . But the time i s the f a c t o r , I 

10 t h i n k , and t h a t ' s the 20 years d u r i n g which a f t e r the 

11 r e s e r v o i r got s t a t i c w i t h no t u r b u l e n c e i n i t from 

12 other p r o d u c t i o n , then I would hope t h a t the water 

13 would s e t t l e out and o i l would f l o w t o the t o p , and 

14 i t ' s t h a t o i l t h a t f l o w s t o the t o p t h a t I'm a f t e r . 

15 And I've done i t a couple of times b e f o r e 

16 s u c c e s s f u l l y . 

17 Q. You s t a t e d t h a t you have observed or been 

18 able t o determine t h a t t h i s phenomenon, the s e t t l i n g 

19 and the s e g r e g a t i o n of the o i l from the water has 

20 occurred i n o t h e r f i e l d s here i n so u t h e a s t e r n New 

21 Mexico? 

22 A. The l a s t one we d i d i s e i g h t m i l e s n o r t h of 

23 here c a l l e d the North Echoes F i e l d , and the w e l l was 

24 completed i n October, and we're pleased w i t h i t . I t 

25 was almost w a t e r - f r e e a f t e r being l i k e t h i s , watered 
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1 o u t , 20 years b e f o r e . We've been r e a l c a r e f u l not t o 

2 get the water i n . We're not g e t t i n g a l o t of o i l o u t , 

3 but we're g e t t i n g 50 b a r r e l s a day or more and making 

4 a p r o f i t . 

5 Q. Would you t u r n t o your E x h i b i t No. 3. What 

6 i s E x h i b i t No. 3? 

7 A. E x h i b i t No. 3 i s the f a c i n g page out of 

8 t h a t same G e o l o g i c a l S o c i e t y book f o r t h i s map, except 

9 i t ' s from the one fo u r years b e f o r e , the 1956. 

10 Q. What i s the purpose of t h i s e x h i b i t ? What 

11 does i t show? 

12 A. I t g i v e s some h i s t o r y of the f i e l d and some 

13 of the c h a r a c t e r i s t i c s of the f o r m a t i o n i n t h a t i t 

14 names i t ' s the Devonian, and the d i s c o v e r y w e l l was 

15 B r o w n f i e l d 1 down s o u t h , and i t says i t was a water 

16 d r i v e and had an i n i t i a l p ressure of 4,786 p s i . 

17 The same page out of the f o u r years l a t e r 

18 book i s superimposed on E x h i b i t 2, and i t ' s d i f f e r e n t 

19 w r i t i n g on i t , see. The 60 book gave t h i s North 

20 G l a d i o l a d i s c o v e r y the w r i t e - u p , and the 56 book 

21 d e s c r i b e d the South G l a d i o l a , when i n f a c t i t appears 

22 t o be about a l l the same t h i n g , i f you look at t h i s 

23 p i c t u r e . But f o r years t h e r e was a couple m i l e s i n 

24 between t h e y d i d n ' t d r i l l . I t was design a t e d 

25 s e p a r a t e l y f o r a w h i l e . 
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1 Q. With respect t o other w e l l s , are t h e r e any 

2 other w e l l s p r o d u c i n g i n the v i c i n i t y of t h i s w e l l 

3 t h a t you propose t o r e e n t e r ? 

4 A. There are not any oth e r w e l l s n o r t h of t h a t 

5 saddle t h a t goes t h r o u g h the center of the f i e l d . The 

6 w e l l s out i n the center of these i n S e c t i o n 24 and 19, 

7 t h e r e are s t i l l f o u r w e l l s producing down t h e r e , and I 

8 hope t h e y ' r e not c r e a t i n g enough t u r b u l e n c e t o prevent 

9 my r e a c c u m u l a t i o n . 

10 Q. There were some water i n j e c t i o n w e l l s i n 

11 the n o r t h p a r t of t h i s f i e l d . Have they been shut 

12 down also? 

13 A. I'm not sure. Two of them have. That one 

14 over t o the east may s t i l l be i n j e c t i n g . I t ' s lower 

15 volume, and we wa i t e d f o r 20 years t o do t h i s , and you 

16 j u s t can't keep w a i t i n g , but I ' d l i k e f o r them a l l t o 

17 be shut down i f t h e y ' r e n o t . 

18 Q. At l e a s t you f e e l at t h i s time because the 

19 p r o d u c t i o n has ceased i n the n o r t h e r n p a r t and mos t l y 

20 the l a r g e r water i n j e c t i o n w e l l s have been a b s o l u t e 

21 down, t h a t t h e r e ' s been s u f f i c i e n t time f o r the water 

22 and o i l t o segregate? 

23 A. We t h i n k so, and at l e a s t we can't w a i t 

24 much l o n g e r . 

25 Q. A l l r i g h t . Would you t u r n t o your E x h i b i t 
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1 No. 4. Would you t e l l the Examiner what E x h i b i t No. 4 

2 i s ? 

3 A. E x h i b i t No. 4 i s a t a k e o f f t h a t I bought 

4 from Lea County A b s t r a c t , showing t h e i r r e s e a r c h , the 

5 ownership of the m i n e r a l s , unleased m i n e r a l s under 

6 t h i s when I s t a r t e d i n January. These are people 

7 we've g o t t e n leases from as w e l l as the ones t h a t 

8 we're here t o f o r c e - p o o l today. This i s the t o t a l --

9 Q. This i s 100 percent ownership? 

10 A. This i s 100 percent of the m i n e r a l . 

11 Nothing was leased when we s t a r t e d except a l i t t l e b i t 

12 down i n Se c t i o n 6 s o u t h , which we have t o p l e a s e d , but 

13 up where we're t a l k i n g about, i t ' s a l l here. 

14 Q. So t h i s i s an ownership l i s t showing both 

15 the addresses, the name, and the amount of i n t e r e s t 

16 t h a t each of these i n d i v i d u a l s own? 

17 A. That's r i g h t . They're a bunch of nic e 

18 people, I ' l l t e l l you. 

19 Q. Would you t u r n t o your E x h i b i t No. 5. 

20 Would you e x p l a i n t o the Examiner what E x h i b i t No. 5 

21 i s ? 

22 A. I t ' s the same l i s t of people, showing which 

23 ones we have leases from, the ones we have waivers 

24 from, and the ones t h a t we're here t o f o r c e p o o l . 

25 Q. I n f a c t , Mr. T r a i n e r , p r i o r t o your f i l i n g 
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1 t h i s a p p l i c a t i o n on May 21 of 1990, you had ac q u i r e d a 

2 number of leases from the people t h a t owned ownership 

3 under t h i s proposed w e l l r e e n t r y ? 

4 A. Yes. 

5 Q. And t h i s p a r t i c u l a r e x h i b i t i s what we 

6 at t a c h e d t o our p r e h e a r i n g s t a t e m e n t , and these were 

7 the people as of 5-21-90 t h a t we had not o b t a i n e d a 

8 lease as of the date of f i l i n g ? 

9 A. Um-hm. 

10 Q. Since the date of f i l i n g , you have, i n 

11 f a c t , a c q u i r e d leases from a number of these people, 

12 and t h a t i s shown under the column, noted "Leased"; i s 

13 t h a t c o r r e c t ? 

14 A. Yes, s i r , t h a t ' s r i g h t . 

15 Q. The second column i s "Waiver." A f t e r we 

16 sent n o t i c e of t h i s h e a r i n g , we d i d o b t a i n waivers 

17 w i t h respect t o the people t h a t are noted under t h a t 

18 column; i s t h a t c o r r e c t ? 

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

20 Q. And then w i t h respect t o the t h i r d column, 

21 the i n f o r m a t i o n c o n t a i n e d here are people t h a t we have 

22 not r e c e i v e d any answer t o our f i n a l request t o e i t h e r 

23 p o o l , l e a s e , or submit a waiver t o t h i s h e a r i n g ; i s 

24 t h a t c o r r e c t ? 

25 A. That's c o r r e c t , yes. 
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1 Q. Mr. T r a i n e r , at the present time what 

2 percentage of i n t e r e s t i s unleased? 

3 A. I t would be 83 pe r c e n t l e a s e d , 16.9 

4 unleased. 

5 Q. So you have now s l i g h t l y over 83 percent 

6 under lease t o y o u r s e l f ? 

7 A. Yes. 

8 Q. Of the l i s t of people t h a t are c o n t a i n e d on 

9 E x h i b i t No. 5, t h e r e are two people t h a t you have been 

10 unable t o get any k i n d of response since you f i r s t 

11 began t r y i n g t o c o n t a c t t h e s e ; i s t h a t c o r r e c t ? 

12 A. Can't f i n d them. 

13 Q. Can't f i n d them. What two people are 

14 those? 

15 A. That's Thomas G r i e r F i s c h e r . 

16 Q. There appearing at the bottom of the f i r s t 

17 page of E x h i b i t 5? 

18 A. The second one i s f o u r t h from the end, 

19 M a r g u e r i t e Richardson, Hollywood, C a l i f o r n i a . 

20 Q. You have made numerous attempts since the 

21 f i r s t of the year t o t r y t o o b t a i n b e t t e r addresses 

22 f o r those two people but have been unable t o do so? 

23 A. That's t r u e . 

24 Q. Would you t u r n t o your E x h i b i t No. 6? 

25 Would you t e l l the Examiner what E x h i b i t 6 i s ? 
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1 A. That's the i n i t i a l l e t t e r I sent along w i t h 

2 the o i l and gas lease t o a l l of these m i n e r a l owners 

3 t o see i f they want t o gi v e me leases t o t r y t o get 

4 t h i s o i l . 

5 Q. This l e t t e r was dated January 4, 1990; i s 

6 t h a t c o r r e c t ? 

7 A. That's r i g h t . 

8 Q. And t h a t ' s when you f i r s t began t r y i n g t o 

9 put t h i s d eal t o g e t h e r ? 

10 A. That's r i g h t , xeroxed t h i s l e t t e r and sent 

11 i t t o t h i s l i s t . 

12 Q. Would you t u r n t o E x h i b i t 7. What i s 

13 E x h i b i t 7? 

14 A. I t ' s another l e t t e r t o the same people, 

15 g i v i n g them a progress r e p o r t and e s p e c i a l l y asking 

16 them t o s i g n up, g i v e us a l e a s e . 

17 Q. This l e t t e r i s under the l e t t e r h e a d of 

18 Underwood Petroleum C o r p o r a t i o n . I s Underwood 

19 Petroleum C o r p o r a t i o n working w i t h you i n t r y i n g t o 

20 put t h i s p r o j e c t t o g e t h e r ? 

21 A. Yes. D. W. Underwood l i v e s at Kin g s l a n d 

22 where I do, and he's done more land work than I have 

2 3 on t h i s . 

24 Q. With respect t o E x h i b i t s 6 and 7, these 

25 were b l a n k e t m a i l i n g s t h a t were sent out t o a l l of the 
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1 working i n t e r e s t owners; i s t h a t c o r r e c t ? 

2 A. Yes. A l l the leases read C. W. T r a i n e r and 

3 Underwood Petroleum. 

4 Q. Okay. Would you t u r n t o your E x h i b i t No. 

5 8. What i s E x h i b i t 8, Mr. T r a i n e r ? 

6 A. I t ' s the one we sent on May 21 as c e r t i f i e d 

7 m a i l t o i n v i t e the people t o j o i n and pay t h e i r p a r t 

8 or g i v e us a lease or t e l l them we're going t o have t o 

9 have t h i s h e a r i n g t o f o r c e pool them. 

10 Q. This was your f i n a l b l a n k e t m a i l i n g t o 

11 those people t h a t were unleased? 

12 A. Yes. 

13 Q. As of May 2 1 , 1990? 

14 A. That's r i g h t . 

15 Q. The pages t h a t are a t t a c h e d behind the copy 

16 of the l e t t e r , these are copies of the c e r t i f i e d 

17 r e c e i p t s and the green cards then t h a t were r e t u r n e d ; 

18 i s i t not? 

19 A. That's t r u e , yes. 

20 Q. I n t h i s p a r t i c u l a r l e t t e r t h a t you propose, 

21 you r e f e r t o an AFE f o r $300,000 f o r the p r o j e c t ; you 

22 r e f e r t o a j o i n t o p e r a t i n g agreement p r o v i d i n g f o r the 

23 300 percent nonconsent p e n a l t i e s and the d a i l y 

24 o p e r a t i o n r a t e s of $550 and then d r i l l i n g o p e r a t i o n 

25 r a t e of $5,500; i s t h a t not c o r r e c t ? 
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1 A. That's c o r r e c t . 

2 Q. And these are the same -- these numbers are 

3 the numbers t h a t you w i l l be using w i t h respect t o 

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

5 A. Yes. 

6 Q. An AFE w i l l be presented f o r $300,000; i s 

7 t h a t not c o r r e c t ? 

8 A. That's r i g h t . 

9 Q. You are aski n g t h a t the Commission approve 

10 a p e n a l t y r a t e of 200 perc e n t p l u s c o s t s ; i s t h a t 

11 c o r r e c t ? 

12 A. That's r i g h t . 

13 Q. And then the o p e r a t i o n r a t e s of $550 and 

14 $5,500; i s t h a t c o r r e c t ? 

15 A. Yes. 

16 MR. CARROLL: Mr. Examiner, I would at t h i s 

17 time present f o r f i l i n g the w a i v e r s , which are noted 

18 on the e a r l i e r e x h i b i t t h a t had been r e t u r n e d t o us, 

19 and then a l s o our C e r t i f i c a t e of M a i l i n g w i t h respect 

20 t o the m a i l i n g of n o t i c e and g i v i n g n o t i c e t o those 

21 people who were unleased -- excuse me. 

22 MR. STOVALL: Mr. C a r r o l l , i n reading your 

23 C e r t i f i c a t e of M a i l i n g under compliance, i t s a i d , i n 

24 p a r t were mailed at l e a s t 20 days p r i o r t o he a r i n g set 

25 f o r J u l y 13, 1990. 
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1 MR. CARROLL: T h a t 1 s c o r r e c t . 

2 MR. STOVALL: I t h i n k we're a month e a r l y . 

3 i f t h a t ' s the case. 

4 MR. CARROLL: Oh, t h a t i s an e r r o r t h e n . 

5 Excuse me. That i s a t y p o . I f you coul d c o r r e c t 

6 t h e r e by i n t e r l i n e a t i o n , t h a t should read June 13, Mr. 

7 S t o v a l l . I a p o l o g i z e f o r t h a t e r r o r . We were p u t t i n g 

8 t h i s case t o g e t h e r l a s t n i g h t , and some of these 

9 t h i n g s were rushed. 

10 Q. Mr. T r a i n e r , I ' d als o note on the e a r l i e r 

11 e x h i b i t where we l i s t , which i s a c t u a l l y the updated 

12 e x h i b i t t o our p r e h e a r i n g s t a t e m e n t , we show t h a t 

13 you've had no communication on t h a t w i t h Coastal O i l & 

14 Gas. You have had phone communication w i t h Coastal 

15 O i l & Gas, have you not? 

16 A. Yes. 

17 Q. With t h e i r landman by the name of Jane 

18 C h a f i n ; i s t h a t c o r r e c t ? 

19 A. That's r i g h t . 

20 Q. What d i d Ms. Cha f i n i n d i c a t e t o you w i t h 

21 respect t o the h e a r i n g today? 

22 A. She sent us a lease but s a i d they'd have t o 

23 have a meeting b e f o r e they c o u l d do i t . 

24 Q. So th e y have i n d i c a t e d t h a t they are going 

25 t o j o i n or lease t o you? 
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1 A. Yes, but t h e y ' r e not going t o be here and 

2 f u s s . I have her number over --

3 Q. With respect t o t h i s u n i t , you are asking 

4 t h a t y o u r s e l f , C. W. T r a i n e r , be des i g n a t e d as 

5 o p e r a t o r ; i s t h a t c o r r e c t ? 

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

7 Q. As we had noted e a r l i e r , you are asking 

8 t h a t the Commission assess a 200 percent r i s k 

9 p e n a l t y . Would you e x p l a i n f o r the Examiner why at 

10 l e a s t w i t h respect t o the geology, the problems which 

11 you f e e l i s necessary and the reason f o r your asking 

12 f o r the 200 percent? 

13 A. Of course, at f i r s t b l u s h , t h e r e i s no 

14 g e o l o g i c a l r i s k because here's the geology. I t ' s been 

15 d r i l l e d and produced. But the g e o l o g i c a l r i s k i n what 

16 we're going t o do, t h e r e i s some. As evidence, May 

17 Petroleum d r i l l e d a d r y hole t h e r e i n my o p i n i o n t o o 

18 e a r l y . Maybe I'm not t h a t smart, but time i s q u i t e 

19 i m p o r t a n t , I t h i n k , i n t h i s r e a c c u m u l a t i o n idea t h a t 

20 we're working w i t h . 

21 Some a d d i t i o n a l -- we don't know how much 

22 of the o i l -- the south p a r t of the f i e l d has been 

23 pr o d u c i n g f o r 20 years a f t e r t h i s n o r t h p a r t i s down; 

24 so some of t h i s o i l has been produced down t h e r e t h a t 

25 I'm hoping t o g e t , and i t ' s s t i l l p r o d u c i n g . There 
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1 was such a l a r g e amount of o i l t h e r e t o s t a r t w i t h , 

2 I've j u s t got t o t r y . 

3 Q. Mr. T r a i n e r , you're a l s o asking f o r the 

4 d r i l l i n g r a t e s of $550 f o r monthly r a t e and the $5,500 

5 d r i l l i n g overhead r a t e s . Do you f e e l t h a t these r a t e s 

6 are f a i r and e q u i t a b l e and customary f o r o p e r a t i o n s 

7 w i t h i n t h i s p a r t i c u l a r area of Lea County? 

8 A. That's what I'm g e t t i n g p a i d on a l l of the 

9 w e l l s t h a t I o p e r a t e , and I pa i d t h a t much or more on 

10 a l l the ones t h a t I don't o p e r a t e . And I don't 

11 operate more than I do t h a t I own i t . 

12 I get $550 a month f o r the 18 w e l l s I 

13 o p e r a t e , each one, and then I own i n t e r e s t i n p r o b a b l y 

14 25 oth e r w e l l s or more t h a t I pay my p a r t of the 

15 o p e r a t i n g c o s t s , and they a l s o owe me more than t h i s . 

16 Q. So the r a t e s t h a t you're proposing t o be 

17 approved by the Commission are a t l e a s t l e s s than what 

18 other companies are c h a r g i n g i n t h i s area? 

19 A. Sure. I have two w e l l s i n the b r i e f c a s e . 

20 A Roswell o p e r a t o r i s c h a r g i n g me $820 a month t o 

21 o p e r a t e . They're about 20 mi l e s from here, and i t ' s a 

22 comparable w e l l . 

23 Q. You have i n d i c a t e d t h a t you have s l i g h t l y 

24 over 83 percent of the i n t e r e s t s i n t h i s proposed 

25 p r o r a t i o n u n i t i n the northwest q u a r t e r of the 
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1 southeast q u a r t e r l e a s e d . Are t h e r e any problems w i t h 

2 lease e x p i r a t i o n s , Mr. T r a i n e r ? 

3 A. Just one. They a l l e x p i r e on J u l y the 4 t h , 

4 a l l four-month l e a s e s . 

5 Q. So w i t h respect t o t h a t i s s u e , you are 

6 asking t h a t the Commission g i v e you an e x p e d i t e d 

7 appr o v a l w i t h respect t o t h i s a p p l i c a t i o n f o r f o r c e 

8 p o o l i n g ? 

9 A. Yes. I f I don't s t a r t out t h e r e by the 4 t h 

10 of J u l y , I don't have any le a s e . I may have t o s t a r t 

11 b e f o r e you approve i t , but i t sure would h e l p t o get 

12 the money and e v e r y t h i n g e l s e i f you would. 

13 Q. Mr. T r a i n e r , w i t h respect t o the issue of 

14 c o r r e l a t i v e r i g h t s and the p r e v e n t i o n of waste, do you 

15 f e e l t h a t the a p p r o v a l by the Commission of t h i s 

16 a p p l i c a t i o n f o r f o r c e d p o o l i n g , do you f e e l t h a t i t 

17 would p r o t e c t the c o r r e l a t i v e r i g h t s of the m i n e r a l 

18 i n t e r e s t owners out t h e r e and prevent waste? 

19 A. Gee, yes. Don't you t h i n k t h i s i s a 

20 d e m o n s t r a t i o n when 60 people v o l u n t e e r t o answer my 

21 l e t t e r and send me a lease t h a t they want me t o do 

22 t h i s ? And t h e y ' r e the same ones t h a t own the o f f s e t , 

23 a l o t of them a r e . 

24 MR. CARROLL: I would pass the w i t n e s s at 

25 t h i s t i m e . 
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1 HEARING EXAMINER: I don't have any 

2 qu e s t i o n s of t h i s w i t n e s s . Are t h e r e any other 

3 q u e s t i o n s of Mr. T r a i n e r ? I f n o t , he may be excused. 

4 MR. CARROLL: We would c a l l Gene Lee as our 

5 next w i t n e s s . 

6 GENE LEE, 

7 the w i t n e s s h e r e i n , a f t e r having been f i r s t d u l y sworn 

8 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 : 

9 DIRECT EXAMINATION 

10 BY MR. CARROLL: 

11 Q. Would you please s t a t e your name and 

12 address f o r the r e c o r d . 

13 A. Gene Lee, 1306 Meadow Lane, R o s w e l l , New 

14 Mexico. 

15 Q. Mr. Lee, have you p r e v i o u s l y t e s t i f i e d 

16 b e f o r e the New Mexico O i l and Gas Commission and been 

17 q u a l i f i e d as a p r a c t i c a l engineer i n the areas of 

18 c o m p l e t i o n and d r i l l i n g ? 

19 A. Yes, I have. 

20 MR. CARROLL: I would tender Mr. Lee as a 

21 p r a c t i c a l engineer i n the areas of d r i l l i n g and 

22 c o m p l e t i o n . 

23 HEARING EXAMINER: Mr. Lee i s so q u a l i f i e d . 

24 Q. (BY MR. CARROLL) Mr. Lee, are you f a m i l i a r 

25 w i t h the a p p l i c a t i o n being made by C. W. T r a i n e r f o r 
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1 f o r c e d p o o l i n g so t h a t he may r e e n t e r a p r e v i o u s l y 

2 plugged and abandoned Wallace #2 w e l l ? 

3 A. Yes, I am. 

4 Q. Have you c o n s u l t e d w i t h Mr. T r a i n e r i n 

5 p r e p a r a t i o n of the r e e n t r y attempt? 

6 A. Yes, I have. He h i r e d me t o do some 

7 e n g i n e e r i n g and p r e p a r a t i o n on r e e n t e r i n g t h i s w e l l as 

8 w e l l as the AFE. 

9 Q. You have prepared an E x h i b i t No. 9; i s t h a t 

10 not c o r r e c t ? 

11 A. Yes, I have. E x h i b i t No. 9 shows a 

12 w e l l b o r e diagram t h a t I sketched a c c o r d i n g t o the 

13 p l u g g i n g r e p o r t and the records of the OCD. 

14 Q. Would you b a s i c a l l y e x p l a i n what's 

15 c o n t a i n e d t h e r e on t h a t e x h i b i t ? 

16 A. The diagram shows the e n t i r e w e l l b o r e 

17 diagram, s t a r t i n g w i t h the i n i t i a l d r i l l i n g of the 

18 17-1/2 i n c h h o l e , the 13-3/8 casing set at 348 f e e t 

19 and c i r c u l a t e d t o s u r f a c e , the 11-inch hole d r i l l e d t o 

20 4430 w i t h 8-5/8 set at t h a t depth and cemented w i t h 

21 cement c i r c u l a t e d back t o su r f a c e on i t . And i t a l s o 

22 shows the 5-1/2-inch ca s i n g remaining i n the h o l e , the 

23 p e r f s t h a t were o r i g i n a l l y p e r f o r a t e d , and the zone i n 

24 the Devonian t h a t was completed. 

25 I also note t h a t the 5-1/2-inch casing was 
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1 cut o f f at 3328, and t h e r e f o r e we're going t o have t o 

2 s p l i c e our casing back t o g e t h e r . 

3 Q. You've a l s o prepared an E x h i b i t No. 10; i s 

4 t h a t not c o r r e c t ? 

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

6 Q. What i s E x h i b i t 10? 

7 A. E x h i b i t No. 10 i s an A u t h o r i t y For 

8 Expenditure f o r the Devonian r e e n t r y attempt i n t h i s 

9 Wallace #1 w e l l , which was f o r m e r l y the Ralph Lowe 

10 Wallace #2. I t shows the e s t i m a t e d cost t o r e e n t e r 

11 and complete t h i s w e l l based on our past r e e n t r y 

12 experience i n v o i c e c o s t . 

13 Q. Mr. Lee, have you worked w i t h Mr. T r a i n e r 

14 i n h i s e a r l i e r experiences w i t h going i n and t r y i n g t o 

15 recomplete some of these o l d e r plugged and abandoned 

16 w e l l s w i t h respect t o t h i s t h e o r y of h i s of the o i l 

17 s e g r e g a t i n g out of the water? 

18 A. Yes, I have. 

19 Q. Then i s i t your t e s t i m o n y t h a t t h i s E x h i b i t 

20 10, the AFE t h a t we are p r e s e n t i n g here t o the 

21 Commission, i s based on those past experiences? 

22 A. Yes, i t i s . 

23 Q. Do you f e e l t h a t the numbers, the c o s t s 

24 t h a t are c o n t a i n e d i n t h i s A u t h o r i t y For E x p e n d i t u r e , 

25 are f a i r and e q u i t a b l e and customary w i t h respect t o 
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1 the area of Lea County t h a t we're d e a l i n g w i t h ? 

2 A. Yes, they a r e . 

3 Q. Mr. Lee, you are very f a m i l i a r then w i t h 

4 Mr. T r a i n e r ' s t h e o r y f o r g e t t i n g back or f o r o b t a i n i n g 

5 o i l p r o d u c t i o n from these o l d e r f i e l d s t h a t have been 

6 plugged and abandoned, are you not? 

7 A. Yes, I am. 

8 Q. With respect t o the r i s k of going i n , and 

9 from an e n g i n e e r i n g s t a n d p o i n t , c o u l d you assess t h a t 

10 f o r the Examiner? 

11 A. On a number of Devonian r e e n t r i e s t h a t we 

12 have done, the success r a t i o of r e e n t e r i n g the w e l l i s 

13 a l i t t l e b e t t e r than 50 p e r c e n t . The problems t h a t we 

14 have encountered are t h a t , q u i t e o f t e n , when you 

15 r e e n t e r the w e l l s , they were not plugged as ac c o r d i n g 

16 t o what the OCD records i n d i c a t e . Quite o f t e n , 

17 o p e r a t o r s have c o n t r a c t e d the people t o plug and 

18 abandon w e l l s , and they cut the pipe at a d i f f e r e n t 

19 p l a c e , or they've shot i t i n two i n s e v e r a l places 

20 b e f o r e they got i t t o come i n two t o be able t o 

21 recover the c a s i n g . 

22 A l s o , we've encountered i n every w e l l a 

23 l a r g e amount of d e b r i s , o l d packers and t u b i n g and 

24 sucker rods and pumps and t h i n g s of t h a t n a t u r e which 

25 g r e a t l y i ncreased the cost t o r e e n t e r these w e l l s . 
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1 Q. So t h e r e i s some r i s k t h a t you might not be 

2 able t o a c t u a l l y get down t o the bottom or t o the 

3 p r o d u c i n g zone i n t h i s w e l l ? 

4 A. I t ' s very p o s s i b l e , e s p e c i a l l y since we 

5 don't know what we may encounter i n the w e l l b o r e s . 

6 Q. Mr. T r a i n e r i n h i s t e s t i m o n y i n d i c a t e d t h a t 

7 he i s going t o ask the Commission t o approve a 200 

8 percent p e n a l t y . With respect t o your experience i n 

9 these m a t t e r s , p r e v i o u s l y having attempted i t , do you 

10 have an o p i n i o n w i t h respect t o whether or not t h a t 

11 200 percent i s an a p p r o p r i a t e r i s k f a c t o r t o be 

12 assessed? 

13 A. I t h i n k i t ' s v e r y a p p r o p r i a t e . 

14 Q. Mr. T r a i n e r has al s o i n d i c a t e d t h a t w i t h 

15 respect t o the o p e r a t i o n s of t h i s w e l l , he's going t o 

16 ask the Commission t o approve the monthly o p e r a t i o n s 

17 r a t e of $550 and the d r i l l i n g r a t e of $5,500. W i t h i n 

18 your e x p e r i e n c e , do you f e e l t h a t those numbers are 

19 f a i r and e q u i t a b l e and i n l i n e w i t h the r a t e s t h a t are 

20 being charged i n t h i s p a r t i c u l a r p a r t of New Mexico? 

21 A. I f e e l t h e y ' r e v e r y f a i r . I n f a c t , Ernst & 

22 Whinney puts out a survey of monthly overhead and 

23 d r i l l i n g r a t e and monthly r a t e c o s t s which a year ago 

24 exceeded t h a t r a t e . 

25 Q. I n your o p i n i o n , Mr. Lee, do you f e e l t h a t 
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1 the a p p r o v a l of t h i s a p p l i c a t i o n f o r f o r c e d p o o l i n g 

2 would 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 prev e n t waste? 

3 A. Yes, I do. 

4 MR. CARROLL: I would pass the w i t n e s s . 

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

6 CROSS-EXAMINATION 

7 BY HEARING EXAMINER: 

8 Q. Mr. Lee, i n l o o k i n g a t your E x h i b i t No. 10, 

9 t h a t ' s your AFE, you show about $18,000 f o r f i s h i n g 

10 t o o l s and fi s h e r m a n . Let's take a look at t h a t c o s t . 

11 This i s somewhat unusual f o r a new w e l l , and, of 

12 course, t h i s i s not a new w e l l , i t ' s a r e c o m p l e t i o n , 

13 but could you e l a b o r a t e a l i t t l e more on what these 

14 costs r e p r e s e n t ? 

15 A. Yes. These c o s t s r e p r e s e n t our cos t s t h a t 

16 we have i n c u r r e d on every w e l l t h a t we have r e e n t e r e d 

17 i n Lea County, New Mexico. With the casing being cut 

18 or shot or blown a p a r t or whatever was done at 3328, 

19 we're going t o have t o be doing p o s s i b l y some m i l l i n g 

20 t o get our casing i n good enough shape t o t i e back 

21 t o g e t h e r . 

22 Also these costs i n c u r the s u p e r v i s i n g of 

23 the fisherman h i m s e l f t o run h i s t o o l s , t o do any s o r t 

24 of m i l l i n g or washing over t h a t we may encounter. 

25 Q. And t h i s cost j u s t r e p r e s e n t s the d r e s s i n g 

CUMBRE COURT REPORTING 
(505) 984-2244 



30 

1 of the to p — oh, 5-1/2 casing? DOGS i t a l s o 

2 r e p r e s e n t the f i s h i n g i n which you had mentioned 

3 e a r l i e r of o l d t u b i n g and packers and such as t h a t ? 

4 A. Yes, i t does. I've got some r e p o r t s here 

5 on a couple of the past w e l l s t h a t we have done t h a t 

6 j u s t show what we have encountered, i f you would l i k e 

7 t o examine them, our l a s t two r e e n t r y a t t e m p t s . I 

8 have my d a i l y d e t a i l e d d r i l l i n g r e p o r t s here, and as 

9 you coul d go th r o u g h here and see, i t was q u i t e a 

10 nightmare i n what we ran i n t o t h a t was i n the hole 

11 t h a t was not supposed t o be i n the h o l e . 

12 Q. The w e l l s you r e f e r t o , are they i n t h i s 

13 g e n e r a l v i c i n i t y ? 

14 A. Yes they a r e . They're e i g h t m i l e s t o the 

15 n o r t h . 

16 Q. What's the s e c t i o n , township and range? 

17 A. The f i r s t one i s the M o r r i s No. 1 . I t ' s 

18 1,980 from the n o r t h , 660 from the west, S e c t i o n 27, 

19 10 37. 

20 Q. I ' l l r e f e r t o any records we have here. 

21 There should be a r e c o r d of With r e f e r e n c e t o a n y t h i n g 

22 we have here t h e r e should be a r e c o r d of t h a t 

23 r e c o m p l e t i o n , I would assume. How about the o t h e r 

24 w e l l ? 

25 A. The other one i s Sawyer Federal No. 1 , 
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1 1,980 from the s o u t h , 660 from the west of S e c t i o n 7 9 

2 38 . 

3 Q. I ' l l a l so take a d m i n i s t r a t i v e n o t i c e of any 

4 f i l e s we should have on t h a t . 

5 Also E x h i b i t No. 10, I show the dry hole 

6 co s t s the same as the pro d u c i n g c o s t . I s t h i s not 

7 r i g h t or what? 

8 A. The reason f o r t h a t i s we're going t o go 

9 ahead and t r y t o produce t h i s i n t e r v a l . Our main 

10 costs are going t o be j u s t t o get down t o e v a l u a t e the 

11 i n t e r v a l . We're not going t o r e a l l y have a whole l o t 

12 of a c t u a l c o m p l e t i o n c o s t s i n v o l v e d . T h e r e f o r e , t h a t 

13 puts the two costs t o g e t h e r t h e r e . 

14 MR. TRAINER: You must produce i t t o 

15 e v a l u a t e i t . 

16 THE WITNESS: One of the t h i n g s I t h i n k Mr. 

17 T r a i n e r touched on i s we don't know what we're going 

18 t o encounter as f a r as economic l i m i t s . We don't know 

19 whether t h i s w e l l i s going t o s t a r t o f f at a very h i g h 

20 water c o n t e n t , due t o i t s i n t e r f e r e n c e i n the 

21 r e s e r v o i r , or whether we're going t o go ahead and be 

22 able t o s t a r t p r o d u c i n g i t a t n e a r l y a l l o i l l i k e our 

23 M o r r i s No. 1; t h e r e f o r e , an e v a l u a t i o n i s going t o 

24 have t o be done t o prove the economic v i a b i l i t y of 

25 t h i s p r o s p e c t . 
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1 HEARING EXAMINER: Thank you, Mr. Lee. Are 

2 t h e r e any other q u e s t i o n s of t h i s w itness? 

3 MR. STOVALL: I j u s t have one. What would 

4 be the cost of d r i l l i n g a new w e l l t o t h i s d e p t h , do 

5 you have any idea? 

6 THE WITNESS: Yes. I n t h i s area i f we 

7 moved over and d r i l l e d a c o m p l e t e l y new w e l l , our 

8 costs are going t o be a p p r o x i m a t e l y $750,000. 

9 HEARING EXAMINER: Are t h e r e any other 

10 q u e s t i o n s of t h i s w itness? I f n o t , Mr. Lee may be 

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

12 MR. CARROLL: I would move admission of C. 

13 W. T r a i n e r ' s E x h i b i t s 1 thr o u g h 10. 

14 HEARING EXAMINER: E x h i b i t s 1 th r o u g h 10 

15 w i l l be a d m i t t e d i n t o evidence at t h i s t i m e . 

16 MR. CARROLL: And I have no f u r t h e r 

17 evidence t o p r e s e n t , Mr. Examiner. 

18 HEARING EXAMINER: Does anybody else have 

19 a n y t h i n g f u r t h e r i n Case No. 9957? I f n o t , t h i s case 

20 w i l l be taken under advisement. 

21 

22 

23 

24 

25 
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