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BEFORE THE 
NEW MEXICO OIL CONSERVATION COMMISSION 

Santa Fe, New Mexico 
March 22, 1978 

EXAMINER HEARING 

IN THE MATTER OF 

A p p l i c a t i o n of Union O i l Company of 
C a l i f o r n i a f o r a u n i t agreement, Lea 
County, New Mexico. 

CASE 
6182 

BEFORE: Richard L. Stamets, Examiner. 

TRANSCRIPT OF HEARING 

For the New Mexico O i l Lynn Teschendorf, Esq. 
Conservation Commission: Legal Counsel f o r the Commission 

State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 

For the A p p l i c a n t : Sumner G. B u e l l , Esq. 
JASPER & BUELL 
Attorneys a t Law 
111 North J e f f e r s o n 
Santa Fe, New Mexico 



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 

Page 

I N D E X 

1. Appearances 

2. The Witness, Mr. Robert V. Lockhart 

D i r e c t Examination by Mr. B u e l l 

Cross Examination by Ms. Teschendorf 

Witness Excused 

3. The Witness, Mr. Charles Cary 

D i r e c t Examination by Mr. B u e l l 

Cross Examination by Mr. Stamets 

Witness Excused 

4. Reporter's C e r t i f i c a t e 

EXHIBIT INDEX 

Applic a n t ' s E x h i b i t No. I f U n i t Agreement 

A p p l i c a n t 1 s E x h i b i t No. 2, L e t t e r 

A p p l i c a n t ' s E x h i b i t No. 3, Map 

Appl i c a n t ' s E x h i b i t No. 4, Map 

E x h i b i t s No . 1 t h r u No. 4, Admitted 



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 

Page 2 

MR. STAMETS: C a l l the next case, Case 618 2. 

MS. TESCHENDORF: Case 6182, a p p l i c a t i o n o f Union 

O i l Company of C a l i f o r n i a f o r a u n i t agreement, Lea County, 

New Mexico. 

MR. STAMETS: C a l l f o r appearances i n t h i s case? 

MR. BUELL: Mr. Examiner, I am Sumner G. B u e l l of 

the f i r m of Jasper and B u e l l , Santa Fe, appearing on behalf 

of the a p p l i c a n t . We have two witnesses. 

MR. STAMETS: Any other appearances? These witnesses 

w i l l stand and be sworn, please. 

(THEREUPON, the witnesses were sworn.) 

MR. BUELL: Mr. Examiner, as a p r e l i m i n a r y matter, 

I b e l i e v e the a p p l i c a t i o n f i l e d i n t h i s matter needs t o be 

amended a t t h i s time t o conform w i t h the p u b l i c a t i o n . 

MR. STAMETS: What k i n d o f a problem do we have, Mr. 

Buell? 

MR. BUELL: I t i s t i m e l y r e f e r r e d t o as human e r r o r . 

I t says t h a t i t i s i n Township 19 and 20 North and i t should 

be 19 and 20 South. The p u b l i c a t i o n does r e f l e c t t h a t . 

MR. STAMETS: I t appears t h a t your a p p l i c a t i o n was 

corrected before the date of p u b l i c a t i o n by our — 

MR. BUELL: Astute counsel. 

MR. STAMETS: I t h i n k our b r i l l i a n t counsel claims 

c r e d i t f o r t h a t . 

MR. BUELL: Yes, thank you. 
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ROBERT ¥. LOCKHART 

was c a l l e d as a witness by the a p p l i c a n t , and having been 

f i r s t d u l y sworn, t e s t i f i e d upon h i s oath as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. BUELL: 

Q. Would you s t a t e your name, please? 

A. My name i s Robert V. Lockhart. 

Q. Mr. Lockhart, by whom are you employed and i n what 

capacity and where? 

A. Union O i l Company of C a l i f o r n i a and I am the Midland 

D i s t r i c t Landman, Midland, Texas. 

Q. Mr. Lockhart, are you f a m i l i a r w i t h what i s sought i 

t h i s a p p l i c a t i o n i n Case 6182? 

A. Yes, s i r . 

Q. Would you e x p l a i n t o the Commission or t o the 

Examiner what t h a t i s ? 

A. We are seeking approval f o r our u n i t agreement 

covering the proposed Luguna Deep U n i t located i n Townships 

19 South and 20 South, Range 33 East. The u n i t area comprises 

a t o t a l of two thousand f i v e hundred f i f t y - e i g h t p o i n t oh 

four acres. 

Of t h i s t o t a l one thousand seven hundred and s i x t y 

acres are s i x t y - e i g h t p o i n t e i g h t oh two s i x e i g h t percent 

and comprise f e d e r a l lands. State lands t o t a l s i x hundred 
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t h i r t y - e i g h t p o i n t oh four acres f o r twenty-four p o i n t nine 

four two f i v e t h r e e percent o f the t o t a l area. 

Fee lands comprise one hundred and s i x t y acres 

f o r the t o t a l area and i s s i x p o i n t two f i v e f our seven 

nine percent. 

Our proposed d r i l l s i t e i s located i n the southwest 

quarter of the northeast quarter of Section 35, 19 South, 

33 East. We are planning a S i l u r i a n t e s t a t approximately 

fou r t e e n thousand s i x hundred f e e t . 

Q. Mr. Lockhart r e f e r r i n g you t o what has been marked 

f o r i d e n t i f i c a t i o n as E x h i b i t Number One, i s t h a t a copy of 

the proposed u n i t agreement? 

A. Yes, s i r , i t i s . E x h i b i t B i n t h a t Applicant's 

E x h i b i t Number One does set out i n d e t a i l the lands making 

up the u n i t area. 

Q. R e f e r r i n g you t o what has been marked f o r i d e n t i f i c a ­

t i o n as E x h i b i t Number Two, would you b r i e f l y e x p l a i n what t h a t 

is? 

A. Yes, s i r . We have a l e t t e r dated January 31, 197 8, 

from the United States Department of I n t e r i o r Geological 

Survey, Denver Colorado, g i v i n g us p r e l i m i n a r y approval t o 

proceed w i t h the formation of t h i s u n i t subject t o sub m i t t i n g 

i t f o r f i n a l approval the u n i t agreement w i t h i n a reasonable 

period o f time. 

There i s a second l e t t e r dated December 16th from 
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the Commissioner of Public Lands, State of New Mexico, and 

the l e t t e r was signed by Ray D. Graham, D i r e c t o r of the O i l 

and Gas D i v i a i o n , also g i v i n g Union p r e l i m i n a r y approval t o 

proceed w i t h the formation of t h i s u n i t . 

Q. Mr. Lockhart^ what formations do you propose t o 

u n i t i z e under t h i s agreement? 

A. A l l depths l y i n g beneath the top of the Seven Rivers 

formation. 

Q. How w i l l the working i n t e r e s t s p a r t i c i p a t e i n t h i s 

u n i t ? 

A. We have approval from approximately n i n e t y - s i x p o i n t 

e i g h t seven two s i x one percent of the working i n t e r e s t 

owners. One working i n t e r e s t owner, Belco Petroleum Company, 

who owns an undivided e i g h t y acre i n t e r e s t i n t r a c t e i g h t , 

which i s the northwest quarter o f Section 25, 19 South, 3 3 

East, has decli n e d t o j o i n our u n i t plan a t t h i s time or 

farm out under acceptable farm out terms. 

Q. I s t h i s proposed u n i t agreement a f a i r l y standard 

form used i n the indus t r y ? 

A. Yes, s i r , i t i s . 

MR. BUELL: I have no other questions. 

MR. STAMETS: Any questions of the witness? 

MS. TESCHENDORF: I have a question. 

MR. STAMETS: Ms. Teschendorf. 
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CROSS EXAMINATION 

BY MS. TESCHENDORF: 

Q. There are three p a r t s of these u n i t agreements t h a t 

the Commission i s u s u a l l y concerned w i t h . One, i s t h a t 

expansions and c o n t r a c t i o n s should be submitted t o the 

Commission f o r approval i n which you have included the 

Commission, and one, i s the plans and development, f u r t h e r 

development, and the p a r t i c i p a t i n g areas and would you have 

any o b j e c t i o n t o our order i n c l u d i n g t h a t you submit those 

also t o the Commission f o r approval? 

A No, I would not. 

MR. STAMETS: I n other words as you read t h i s u n i t 

agreement, Ms. Teschendorf, they do not provide f o r the 

Commission t o approve f u r t h e r plans and development and 

expansion — 

MS. TESCHENDORF: Expansion and c o n t r a c t i o n but 

not i n the p a r t i c i p a t i n g areas. 

MR. STAMETS: Can those be included i n the u n i t 

agreement? 

THE WITNESS: Yes. We w i l l see t h a t t h a t i s done. 

MR. STAMETS: Again, f o r those who might be p u t t i n g 

one to g e t h e r , I would remind them t h a t the Geological Survey 

does not watch t h a t too much anymore and i f i t i s s t a t e lands 

or p r i v a t e lands i n v o l v e d we d e f i n i t e l y would be desirous of 

having the r i g h t t o approve plans and development i n 
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p a r t i c i p a t i n g areas. 

Any other questions o f t h i s witness? He may be 

excused and you may proceed w i t h your next witness, Mr. 

B u e l l . 

(THEREUPON, the witness was excused.) 

CHARLES CARY 

was c a l l e d as a witness by the a p p l i c a n t , and having been 

f i r s t d uly sworn, t e s t i f i e d upon h i s oath as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. BUELL: 

Q. Would you s t a t e your name, please? 

A. My name i s Charles Cary. 

Q. Mr. Cary, by whom are you employed and i n what 

capacity? 

A. Union O i l Company of C a l i f o r n i a , D i s t r i c t E x p l o r a t i o n 

Manager. 

Q. Where are you headquartered? 

A. Midland, Texas. 

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

or one of i t s Examiners? 

A. Yes, s i r . 

Q. And your q u a l i f i c a t i o n s as an expert i n geology 

were accepted? 
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A. They were accepted, yes. 

Q. Are you f a m i l i a r w i t h what i s sought i n t h i s 

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

A. Yes, I am. 

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

acceptable? 

MR. STAMETS: They are. 

Q. (Mr. B u e l l continuing.) From a g e o l o g i c a l stand­

p o i n t , Mr. Cary, what i s the basis f o r the formation of t h i s 

u n i t ? 

A. W e l l , f i r s t of a l l we are seeking approval of the 

u n i t , the Laguna Deep U n i t , t o d r i l l the proposed Laguna Deep 

Well which i s i n the northeast quarter o f Section 35, Township 

19 South, Range 33 East, i n Lea County, New Mexico. 

I would l i k e t o r e f e r t o the f i r s t e x h i b i t . 

Q. That's marked f o r i d e n t i f i c a t i o n as E x h i b i t Number 

Three? 

A. That's c o r r e c t . E x h i b i t Number Three i s a seismic 

s t r u c t u r e map on the top of the S i l u r i a n . 

The recommended Laguna Deep area was i n west c e n t r a l 

Lea County, New Mexico, about t h i r t y miles west of the C i t y 

of Hobbs. The propsect i s named f o r the ephemeral lake, 

Laguna Tonto, located one m i l e west of the u n i t . 

The u n i t i s j u s t n o r t h of the Delaware basin i n the 

southern edge or the northwestern s h e l f . The u n i t shown i n 
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red on the map w i l l not i n c l u d e formations above the base 

of the Yates. 

As mentioned e a r l i e r , Union O i l Company of C a l i f o r n i 

proposes t o d r i l l a f o u r t e e n thousand s i x hundred f o o t w e l l 

located i n the northeast q u a r t e r of Section 35, 19 South, 

33 East, t o penetrate the top of the S i l u r i a n but the depth 

of the w e l l not t o exceed four t e e n thousand s i x hundred f e e t . 

The Laguna prospect i s expected t o produce o i l from 

the S i l u r i a n carbonate r e s e r v o i r and p o s s i b l y gas from Morrow 

sands. Other p o t e n t i a l producing zones include the Seven 

Rivers, Bone Springs and the Wolfcamp. 

The expected productive l i m i t of the S i l u r i a n 

s t r u c t u r a l t r a p i s shown on the seismic s t r u c t u r e map by the 

dashed l i n e . The proposed u n i t o u t l i n e i n d i c a t e d i n red i s 

d i c t a t e d by the c o n f i g u r a t i o n of the p o t e n t i a l productive 

area and, of course, yellow i n d i c a t e s t h a t Union has leased 

the acreage and the orange l i n e t r a v e l i n g from a northwest t o 

a southeast d i r e c t i o n , EE Prime, i n d i c a t e s the s t r u c t u r a l 

cross s e c t i o n which w i l l be E x h i b i t Four and the orange c i r c l e 

i n Section 35, t h e r e , i n d i c a t e s the approximate l o c a t i o n 

of the proposed w e l l . 

Q. A l l r i g h t . R e f e r r i n g you t o what has been marked 

f o r i d e n t i f i c a t i o n as E x h i b i t Number Four would you please 

e x p l a i n what t h a t i s? What i t shows? 

fl. Yes, t h i s i s a northwest-southeast s t r u c t u r a l cross 
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s e c t i o n and the c o n t r o l w e l l s which are on t h i s cross se c t i o n 

do not appear on the map, t h a t i s , the King Resources No. 1 

Kimo Sabe on the l e f t ; the Pure "C" Federal on the r i g h t ; and 

the Ohio No. 9 Lea U n i t . Not w e l l s on the map have penetrated 

the S i l u r i a n . 

Q. When you r e f e r t o on the map you are r e f e r r i n g t o 

E x h i b i t Number Three? 

A. That's c o r r e c t . The cross s e c t i o n shows the 

recommended l o c a t i o n of the proposed t e s t i n the Laguna Deep 

U n i t . I t shows the c o n f i g u r a t i o n of the beds expected t o 

encounter and depth. I t also shows the p o t e n t i a l producing 

zones t h a t we hope t o f i n d ; green c i r c l e s i n d i c a t i n g o i l 

p o t e n t i a l , and the red symbols, gas symbols, of course, 

i n d i c a t i n g the p o t e n t i a l gas. 

Q. Mr. Cary, i n your o p i n i o n would the g r a n t i n g of 

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

A. Yes, i t would. 

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

under your supervision? 

A. They were prepared under my supervision. 

MR. BUELL: At t h i s time I would move the E x h i b i t s , 

One through Four i n c l u s i v e , be admitted. 

MR. STAMETS: These e x h i b i t s w i l l be admitted. 

MR. BUELL: I have nothing f u r t h e r of t h i s 

witness. 
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CROSS EXAMINATION 

BY MR. STAMETS: 

Q. Mr. Cary, how d i d you determine your o i l - w a t e r 

contact on your E x h i b i t Three? 

fl. F i r s t , l e t me — i n order t o answer t h a t question — 

p o i n t out t h a t i t i s a seismic s t r u c t u r e map. You can see 

the seismic c o n t r o l t h a t was u t i l i z e d i n producing t h i s 

s t r u c t u r a l c o n f i g u r a t i o n and the S i l u r i a n always i s productive 

— or i s o n l y productive under closed s t r u c t u r a l t r a p . 

I t ' s sometimes f i l e d t o the s p i l l p o i n t , t h a t i s , 

the hydrocarbons are, and sometimes not. 

We u t i l i z e d the s t r u c t u r a l c o n f i g u r a t i o n e s s e n t i a l l y 

f i l l i n g i t o p t i m i s t i c a l l y t o the s p i l l p o i n t and i f such i s 

the case we b e l i e v e t h a t the o i l - w a t e r i n t e r f a c e , as i n d i c a t e d 

by the dashed l i n e s , should e x i s t e s s e n t i a l l y as drawn. 

MR. STAMETS: Any other questions of the witness? 

He may be excused. 

(THEREUPON, the witness was excused.) 

MR. BUELL: Nothing f u r t h e r . 

MR. STAMETS: I f there i s nothing f u r t h e r the case 

w i l l be taken under advisement. 

(THEREUPON, the case was concluded.) 
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