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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
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PURPOSE OF CONSIDERING: 

APPLICATION OF THE NEW MEXICO OIL 
CONSERVATION DIVISION FOR AN ORDER 
REQUIRING GLADSTONE RESOURCES, INC., TO 
PROPERLY PLUG TWO WELLS, IMPOSING CIVIL 
PENALTIES IN EVENT OF FAILURE TO COMPLY, 
AUTHORIZING THE DIVISION TO PLUG SAID 
WELLS IN DEFAULT OF COMPLIANCE BY 
GLADSTONE RESOURCES, INC., AND ORDERING 
A FORFEITURE OF APPLICABLE PLUGGING BOND 
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This matter came on f o r hearing before the New 
Mexico O i l Conservation D i v i s i o n , MICHAEL E. STOGNER, 
Hearing Examiner, on Thursday, October 24th, 2002, a t the 
New Mexico Energy, Minerals and Natural Resources 
Department, 1220 South Saint Francis Drive, Room 102, Santa 
Fe, New Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter 
No. 7 f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

2:18 p.m.: 

EXAMINER STOGNER: I ' l l c a l l Case Number 12,946. 

This i s the A p p l i c a t i o n of the New Mexico O i l Conservation 

D i v i s i o n f o r an order r e q u i r i n g Gladstone Resources, I n c . , 

t o p r o p e r l y plug two p a r t i c u l a r w e l l s i n Lea County, New 

Mexico. 

At t h i s time I ' l l c a l l f o r appearances. 

MR. BROOKS: Your Honor, I'm David Brooks, 

Energy, Minerals and Natural Resources Department of the 

State of New Mexico, appearing f o r the New Mexico O i l 

Conservation D i v i s i o n . 

EXAMINER STOGNER: No other appearances. 

You have two witnesses, and I ' l l remind them 

again f o r the record — 

MR. BROOKS: I have two witnesses, and they've 

both been p r e v i o u s l y sworn. 

EXAMINER STOGNER: Previously sworn. Okay, Mr. 

Brooks, you may continue. 

DOROTHY L. PHILLIPS, 

the witness h e r e i n , having been p r e v i o u s l y duly sworn upon 

her oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. BROOKS: 

Q. State your name f o r the record, please, Ms. 

STEVEN T. BRENNER, CCR 
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P h i l l i p s . 

A. Dorothy P h i l l i p s . 

Q. By whom are you employed? 

A. New Mexico O i l Conservation D i v i s i o n . 

Q. I n what capacity? 

A. I am the plugging bond a d m i n i s t r a t o r . 

Q. Ms. P h i l l i p s , you maintain a f i l e on Gladstone 

Resources, Inc.? 

A. Yes, s i r , I have two f i l e s f o r Gladstone 

Resources, Inc. 

Q. Okay. Before you look a t your f i l e s 1*11 ask you 

t o look a t E x h i b i t s Numbers 13 and 14 t h a t have been marked 

i n t h i s proceeding, and could you i d e n t i f y those? 

A. They are two s i n g l e - w e l l cash bonds f o r Gladstone 

Resources, Inc. 

Q. And t o which w e l l s do they r e f e r ? 

A. OCD-477 i s the number issued f o r McNeil Number 1, 

and the other i s OCD-476 f o r the McGarrity Number 1. 

Q. And the one f o r the McNeil Number 1, OCD-477, i s 

E x h i b i t Number 14; i s t h a t correct? 

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

Q. And what i s the amount of t h a t bond? 

A. $7500. 

Q. And OCD-476 i s the bond f o r the McGarrity Number 

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

STEVEN T. BRENNER, CCR 
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A. That's c o r r e c t . 

Q. And t h a t i s E x h i b i t Number 13? 

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

Q. And what i s the amount of t h a t bond? 

A. $5000. 

Q. Now, attached t o each of these bonds i s another 

document labeled Assignment of Cash C o l l a t e r a l ? 

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

Q. And i s t h a t signed i n each case by a bank? 

A. Yes, by the a s s i s t a n t v i c e p r e s i d e n t of the Lea 

County State Bank. 

Q. Very good, and t h a t ' s t r u e of each of E x h i b i t s 13 

and 14? 

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

Q. Okay, would you r e f e r t o your f i l e f o r Shanley — 

your bond f i l e f o r Shanley O i l Company [ s i c ] , and can you 

t e l l us i f E x h i b i t s 13 and 14 are t r u e copies of the 

o r i g i n a l bonds maintained i n your f i l e s ? 

A. Yes, f o r the Gladstone Resources, I n c . E x h i b i t 

14 i s the same as what i s i n my bond f i l e . 

Q. Okay. 

A. And also again f o r Gladstone Resources, I n c . , 

E x h i b i t 13 i s what i s i n my bond f i l e . 

MR. BROOKS: Very good, w e ' l l tender E x h i b i t s 13 

and 14. 

STEVEN T. BRENNER, CCR 
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EXAMINER STOGNER: E x h i b i t s 13 and 14 w i l l be 

admitted i n t o evidence. 

MR. BROOKS: Pass the witness. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Ms. P h i l l i p s , up on the upper r i g h t - h a n d corners 

there's a couple of numbers, OCD-476 and OCD-477. Are 

these i n t e r n a l bond numbers, or what i s t h a t r e f e r r i n g to? 

A. Yes, s i r , on cash bonds the OCD assigns t he 

number. On surety bonds, the surety assigns the number. 

MR. BROOKS: And I'm — Go ahead. 

EXAMINER STOGNER: I have no other questions. 

MR. BROOKS: Very good. I would add t h a t we do 

not make the bank a p a r t y t o — depository bank a p a r t y t o 

these proceedings where they're cash bonds, because the 

bank i s simply acknowledging t h a t they are h o l d i n g these 

funds f o r the b e n e f i t of the OCD, and — i f we release them 

i n p r i n c i p a l , and they — u n l i k e a sure t y , they don't 

pledge t h e i r own assets t o secure t h i s p lugging l i a b i l i t y ; 

they j u s t are w i l l i n g t o pay us the p r i n c i p a l ' s money. 

EXAMINER STOGNER: Okay, so noted. Thank you, 

Mr. Brooks. 

No other questions of Ms. P h i l l i p s a t t h i s time? 

MR. BROOKS: No other questions of Ms. P h i l l i p s . 

EXAMINER STOGNER: Okay. 

STEVEN T. BRENNER, CCR 
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MR. BROOKS: C a l l B i l l y P r ichard. 

MR. PRICHARD: Yes, s i r . 

BILLY PRICHARD (Present by Telephone), 

the witness h e r e i n , having been p r e v i o u s l y d u l y sworn upon 

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

DIRECT EXAMINATION 

BY MR. BROOKS: 

Q. Mr. Prichard, once again, E x h i b i t Number 1 i s the 

a f f i d a v i t of Jane Prouty, E x h i b i t Number 2 i s a summary 

t h a t I've prepared from the w e l l f i l e s . 

Would you s t a t e your name f o r the record, please, 

B i l l y ? 

A. Yes, s i r , B i l l y Prichard, compliance o f f i c e r , 

D i s t r i c t 1, NMOCD. 

Q. And were your c r e d e n t i a l s accepted i n the 

previous proceeding? 

A. Yes, s i r . 

Q. Mr. Prichard, would you look a t E x h i b i t s Numbers 

3, 4, 5, 6, 7, 8 — 9 i s another summary so you can 

di s r e g a r d 9 — 10, 11 and 12, and would you t e l l us, are 

those copies of documents t h a t are contained i n the w e l l 

f i l e s f o r the w e l l s — w e l l , f o r the McGarrity and McNeil 

w e l l s of Gladstone Resources? 

A. Yes, they are, these are forms t h a t are 

maintained i n the D i s t r i c t 1 w e l l f i l e s . 

STEVEN T. BRENNER, CCR 
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Q. Okay. Now, E x h i b i t s 1 [ s i c ] , 4, 5, 6, 7 and 8, 

do those r e f e r t o the McGarrity well? 

A. You got ahead of me, David, j u s t a l i t t l e . 

Q. E x h i b i t s 3 through 8, i n c l u s i v e , do those — do 

each of those e x h i b i t s r e f e r t o the McGarrity Number 1 

we l l ? 

A. Yes, they do. 

Q. Now, there's another name, the Keohane Number 1, 

on E x h i b i t Number 3, but t h a t i s API Number 30-025-26880 — 

No, w a i t , I'm s o r r y , t h a t ' s the McNeil. E x h i b i t Number 3 

describes the Keohane Well Number 1. The API number given 

i s 30-025-22245. I s t h a t the same API number as f o r the 

w e l l t h a t ' s now c a l l e d the McGarrity Number 1? 

A. Yes, i t i s . 

Q. Okay, would you go through E x h i b i t s 3 through 8 

and e x p l a i n t o the Examiner what each one of them i s? 

A. Okay, E x h i b i t 4 i s the i n t e n t t o d r i l l t he 

Keohane Number 1 by W i l l i a m B a r n h i l l , and i t was approved 

i n 1967, and i t has the same w e l l number t h a t i s c u r r e n t l y 

c a r r i e d by the McGarrity. 

Q. Okay, go ahead. E x h i b i t Number 4? 

A. Number 4 i s a C-105, which i s the completion of 

the Keohane Number 1, the same l e g a l d e s c r i p t i o n as the 

McGarrity. 

Q. Okay, Number 5? 

STEVEN T. BRENNER, CCR 
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A. Number 5 i s a sundry n o t i c e , a C-103, t h a t 

o u t l i n e s the completion and recompletion, i t looks l i k e , of 

the McGarrity Number 1. 

Q. Right, t h a t was q u i t e a b i t subsequent t o the 

o r i g i n a l d r i l l i n g , was i t not? 

A. Yes, i t was. That was approved i n 1992. 

Q. Okay, and E x h i b i t Number 6? 

A. E x h i b i t Number 6 i s a sundry n o t i c e , a C-103, t o 

recomplete i n t o the San Andres by Team E x p l o r a t i o n . 

Q. Okay, and E x h i b i t Number 7? 

A. Number 7 i s a sundry n o t i c e approved i n 1993 t o 

recomplete i n t o the Eumont-Yates-Seven Rivers. 

Q. Okay, and I wonder i f they couldn't t h i n k of some 

more formations t o t r y i n t h a t w e l l . 

E x h i b i t Number 8, what i s th a t ? 

A. E x h i b i t Number 8 i s a C-104 changing ownership 

from Team E x p l o r a t i o n t o Gladstone Resources, approved i n 

1994. 

Q. Okay. Now I w i l l ask you t o look a t E x h i b i t s 10, 

11 and 12 and ask you, do each of those e x h i b i t s r e f e r t o 

the McNeil Well Number 1, API Number 30-025-26880? 

A. Okay, t h i s i s a C-101 — t h i s i s E x h i b i t Number 

10. 

Q. Right. 

A. I t was the i n t e n t t o d r i l l the McNeil Number 1 by 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Kenai O i l and Gas out of Midland, Texas. I t was approved 

i n 1980. 

Q. Okay, E x h i b i t Number 11, what i s t h a t ? 

A. E x h i b i t Number 11 i s the completion r e p o r t of the 

McNeil Number 1 by Kenai O i l and Gas, and i t was approved 

als o i n 1980, or received i n 1980. 

Q. And E x h i b i t Number 12? 

A. E x h i b i t Number 12 i s a change of operator from 

Team E x p l o r a t i o n t o Gladstone Resources, approved i n 1994 

f o r the McNeil Number 1. 

Q. Okay. Now, are you f a m i l i a r w i t h the Shanley O i l 

Company McGarrity — I'm so r r y , Shanley was the l a s t one. 

Are you f a m i l i a r w i t h Gladstone Resources McGarrity and 

McNeil Number 1 — McGarrity Number 1 and McNeil Number 1 

wells? 

A. Yes, I am. 

Q. I n your opinion — Well, f i r s t of a l l , do you 

know how long those w e l l s have been i n a c t i v e ? 

A. You know, David, r e a l l y I don't. I ' d need t o 

look a t Jane's deal. I do know t h a t i t ' s been an extremely 

long time. 

Q. Okay. Well, E x h i b i t Number 1 shows t h a t t h e r e 

has been no production since 1998 from the McGarrity, and 

th e r e has been no production since January of 1997 from the 

McNeil, f o r the record. 

STEVEN T. BRENNER, CCR 
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I n your opinion as a w e l l i n s p e c t o r , do these 

w e l l s need t o be plugged f o r the p r o t e c t i o n of the 

environment, the prevention of waste and the p r o t e c t i o n of 

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

A. Yes, they do need t o be plugged. 

Q. Now, I d i d n ' t make a w r i t t e n n o t i c e of t h i s , but 

your boss, Mr. Williams, contacted me about one of the 

w e l l s i n t h i s package, and I b e l i e v e i t ' s one of t h e 

Gladstone w e l l s t h a t he said was a high p r i o r i t y f o r 

plugging. Do you know which one t h a t i s ? 

A. Yes, I do, i t i s the McNeil Number 1. 

Q. And can you t e l l us why t h a t would be a t o p -

p r i o r i t y plugging p r o j e c t ? 

A. Well, i n my opinion the w e l l poses a p o t e n t i a l 

hazard t o r e s i d e n t s , as there's houses on the east side of 

i t and on the west side of i t . And what prompted t h i s 

going ahead and scheduling t h i s w e l l f o r hearing was the 

f a c t t h a t we had a b i g leak out t h e r e , and the f i r e 

department c a l l e d us out on i t . We had t o check the w e l l 

f o r s e veral days a f t e r we were able t o shut i t i n , and i t 

does pose a t h r e a t . 

Q. And pursuant t o Mr. Williams* d i r e c t i o n , would 

you request t h a t the Examiner put t h i s one a t h i s e a r l i e s t 

convenience t o get an order on? 

A. Yes, I would. 

STEVEN T. BRENNER, CCR 
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Q. Okay, very good. Oh, and c a l l your a t t e n t i o n now 

t o what's been marked as E x h i b i t s Numbers 15 and 16. 

A. Yes. 

Q. Are these plugging procedures prepared by you f o r 

the McGarrity and McNeil w e l l s , r e s p e c t i v e l y ? 

A. Yes, they are. 

Q. I f these w e l l s are plugged i n accordance w i t h 

these procedures, would they be p r o p e r l y plugged and 

abandoned i n compliance w i t h OCD Rules? 

A. Yes, they would. 

MR. BROOKS: Mr. Examiner, I tender i n evidence 

E x h i b i t s 3 through 8 i n c l u s i v e , and E x h i b i t s 10 through 12 

i n c l u s i v e , and E x h i b i t s 15 and 16. 

EXAMINER STOGNER: E x h i b i t s 3 through 8, 10 

through 12, 15 and 16 w i l l be admitted i n t o evidence a t 

t h i s time. 

MR. BROOKS: Pass the witness. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Let's see, which w e l l — i t was the McNeil. How 

about the McGarrity well? What's the environment around 

t h a t ? 

A. There i s a residence t o the n o r t h of the 

McGarrity w e l l approximately th r e e - q u a r t e r s of a m i l e , and 

I could be o f f on the distance some, but i t i s e s s e n t i a l l y 

STEVEN T. BRENNER, CCR 
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pastureland used by l i v e s t o c k . You know, there's very few 

houses around i t . 

Q. Okay. How about water w e l l s , w i n d m i l l s ? 

A. I would say t h a t the water w e l l a t the residence 

t h r e e - q u a r t e r s of a mil e t o the n o r t h i s probably the 

c l o s e s t water w e l l . 

EXAMINER STOGNER: Okay, I have no other 

questions of Mr. Prichard. 

MR. BROOKS: I have no other questions of Mr. 

Pric h a r d . At t h i s time I would tender i n t o evidence the 

a f f i d a v i t of Jane Prouty, E x h i b i t Number 1. 

EXAMINER STOGNER: E x h i b i t Number 1 w i l l be 

admitted i n t o evidence a t t h i s time, and I ' l l take n o t i c e 

of E x h i b i t Number 2 and 9, which are summaries of the 

i n f o r m a t i o n provided on the wellbore. 

MR. BROOKS: Correct, and may I see the Court's 

f i l e f o r a moment, please? Oh, i t ' s r i g h t here, I'm so r r y . 

I know t h a t they got the n o t i c e i n t h i s , because 

they d i d i n a l l but the F i r o , but — Okay, we w i l l ask the 

Examiner t o take j u d i c i a l n o t i c e of the contents of the 

Court's f i l e which r e f l e c t t h a t the n o t i c e — n o t i f i c a t i o n 

t o Gladstone Resources — now, the n o t i c e — the o r i g i n a l 

20-day n o t i c e t o Gladstone Resources was sent t o Gladstone 

Resources, care of O i l Reports, Post O f f i c e Box 706, Hobbs, 

New Mexico, and was returned u n d e l i v e r a b l e . That i s the 

STEVEN T. BRENNER, CCR 
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address t h a t was shown i n the D i v i s i o n ' s database. 

Thereafter, when t h a t was re t u r n e d , two 

a d d i t i o n a l addresses were procured from the P u b l i c 

Regulation Commission, and a subsequent n o t i c e was sent t o 

the P u b l i c Regulation Commission. The D i v i s i o n ' s f i l e 

c o ntains the r e t u r n r e c e i p t s from each of those two 

addresses, and the one was sent by F. C a r r a s q u i g l i o and the 

other was signed by Florence — Esmira? I can't read f o r 

sure. 

was not received. However, I do be l i e v e t h a t we do have 

l e g a l j u r i s d i c t i o n because the 20-day n o t i c e was sent t o 

the l a s t known address shown i n the OCD's f i l e s , and 

apparently Gladstone does have a c t u a l n o t i c e subsequent t o 

the 20-day p e r i o d a t another address. 

So we'd request t h a t the case be considered on 

the n o t i c e as given. 

EXAMINER STOGNER: So noted, I ' l l take t h a t under 

advisement. 

With t h a t , Case Number 12, 946 w i l l be taken 

under advisement. 

(Thereupon, these proceedings were concluded a t 

But anyway, I recognize t h a t the 20-day n o t i c e 

2:34 p.m.) 
| 4® hereby certify that the foregoing is 
a complete record ofthe proceedings Ir 
jfog Examiner hearing of Case No./^fj 
beard by m e / n / ^ ^ ^ ^ - - -

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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