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MR. STOGNER: Call next Case Number
7864.

MR.AMILLS:i.Case 7864, application
of Inexco 0il Compény for coﬁpulsor& pooling, Lea County,
New Mexico. | |

MR. BERGE: Good morning, Mr. Exa-
miner.: My name is Brad Berge, Campbéll;“ﬁyrd; and Black,
Santa Fe, on behalf of the applicant.

I have two witnesses to be sworn.
(Witnesses sworn.)

MR. BERGE: Call first Mr. Les

Tacconi..

L. J. TACCONI,
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. BERGE:
0 May I broceed, Mr. Examiner?
‘MR. STOGNER: Please.

0. Would you state your name and place of
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residence?

A - My name isuLeslie J. Tacconi and I live at
85 Crystal Lake Lane, The'Woédiandé;-Texas.

0. : By whom aré'yoﬁ employed, Mr. Tacconi?

A .’Inexco 0il Company as. an area landm;n.

0 '~ Have you preViously testified before-this
Commission? “

A .. Yes, several times.

o Hdw.were you qualified at that time?

A As a landman.

0. Are you familiar with the application which
has been filed on behalf of Inexco?

A ~ Yes, I am.

0 Are you familiar with the subject area?

A. , Yes, I am.

MR. BERGE: Mr. Examiner, are the
witness? qualifications acceptable?.
MR. STOGNER: They are.
MR. BERGE: Thank you.
0 Mr. Tacconi, would you briefly state what
Inexco seeks in this application?
A - Inexco seeks an order podling all the miners3
intéreéts in‘the Strawn formationiunderlying the west half

southwest quarter of Section 13, Township 17 South, Range 37

1




2 East, Lea County, New.Mexico, to be dedicated to a well
3 drilled at anAunorthodox_location 1650 feet from the south
4 line, 330 féet from’the west line of Section 13.
5 o We would aisg likgito be considéred the
6 cost of drilling and COmpletingvtﬁe well, the allocation of
7 the cost‘thereéf_és actual gpgrating costs and charges for
. 8 supe;vis;on, the designation.of“lnexco Oil’Compéﬂy as operaton
9. of the well,rand a.charge,for the risk factor involved in

10 drilling of said well.

11 o Thank you, sir. Have you prepared certain
12 exhibits for this case?

13 _ A‘ Yes., WNot all the exhibits were prepared
14 by me but most of them under ﬁy direction,

15 0. © + Would yoﬁ refer first to Exhibit One?

16 | A ~ Okay, Exhibit One is a plat of the South
17 Humble City Strawn Pool, showing the proposed 80-acre prora-
18 tion uﬁit.

19 o . Okay.

20 | Y And the ownership, the south half of 13 is
21 also shown on that plat.

22 | 0~ . Does it show the proposed well?

23 | A | A. | Yes, it shows the proposed Well, the prb-

24 posed ﬁotai depth of 11,800 feet, and the footage location

25 from the west and the south lines of the section, and it showsg
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the ownership of the surrounding or abutting proration units.

0. What's the primary objective in this well?

A The primary objective is 11,800 feet, or thd
Strawn formation. | |

[V Would you‘ﬁéll the Examiner what percentage
of the acreage in this-spaéing unit- has been voluntarily com-
mitted?

A .Okéy. }Now, as is shown in the'south ﬁalf'
of 13, we show some unleased mineral interests there, Kirby
and Tenneco.

Kirby has committed to a leasé since this
exhibit was prepared. |
Tenneco~has committed to either joih or

lease..

And so the percentage committed is 66, appro

ximatelj 66.6 percent of the mineral interests.

0. Would yoﬁ summarize for the Examiner the
efforts which have been made by Inexco to obtain joinder of
all working énd mineral interest owners in the'prbposed unit?

A. o Okay;“.This well is the fourth in a series
of wells that we have drilied in the area, beginning with the
Lottie York No. 1.

It was originallyiproposed well -- well,

more than a year ago, and then as our drilling in the area
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can seeuunder that plat, covered by various unleased mineral

either proved successful or unsuccessful, it was either

tabled ér put off, and finally, then we re-proposed the well
again this year to all the parties.QS a serious effort on our|.
part to develop the South Humble City Sfréwn'Pool.

There are Qdite,a few of the owners, as you

interests, that we héve hiréd‘b:ivaté detectives to go through
Social Seéhfify reéordé; fhere are states thaturange from
New York City, New Jersey,fall’the"way to the State of Cali-
fornia, and people that we're attempting to locate. We have
namés b@t we .don't have curgent.addresses, and we're trying
to contact everyone possible in‘attempting to lease or of=-
fering them participation in theiwell. And this has.been an
ongoing thing.for, oh, at least six months on our part.
| 0 Would you refer next to Exhibit Two and

identify it? |

A Okay. Exhibi£ Two is a brochure that shows
several_different types of let£er§, begiﬁning in April, where
we contacted the various owners. |

Now, one of the letters is the type that

just propoéed the drilling of the well and offered for the
owners either to join in the drilling, and that an AFE and

operating agreement would be furnished to them at a later dats

or offered to grant them a lease for a quarter royalty and a
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'south half of Section 13.

- ongoing negotiations with Texaco, who owns 22-1/2 percent

one year term.

We also showed that -- that we were going
to force pool thosg ownérs'that we couldn't locate or we were
unsuccessful iﬁvstfiking a trade witﬁ.

| “The cher tfpe-létter had an AFE in it and

as-you,can'see, wefil_get~into thaé Jater in the testimony,
and those were bésicqlly7tolpeople Who were govered by our
operatiég aéfeémént‘that.éOQeré fOr such én ‘area.

| Then therevwere other letters sent out by
Mac Ames'of our office under my direction that advised the
owners of our unorthodox location and anofher type of letter
sent out under my‘signature that advised of the unQrthodoX
location and also to the last known.addreéses'of those people
that we show as various unieased mineral interests to either

join in the drilling of the well or to grant a lease on the

\Q'A | Would YOu turh nekt to Exhibit Three and
identify that exhibit?

A. " Okay. Exhibit Three are letters that were
written by our attorneys, Campbell,bByrd, and Black, regardingd
forced pooling. They did not notify Tenneco, inésmﬁch as In-
exco had~notified‘Tenneco,aﬁd had ongoing telephone conversa-

tions with Tenneco —-- excuse me, Texaco -- inasmuch as we had
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. would you state to the Examiner to whom the AFE: were —- or

- the AFE's contained .in the exhibit were mailed?

of our AFE under separate cover.

9
under the_wel}gite. As of yet we have been unable to strike
a trade with Texaco. We feel that by the time the well is
spuddea we will havei,'&hey_have beén notifiéd as late as
May Qtﬁ of this hea;ing and the facé.of our unorthodox loca-
tion and‘the faétthat‘ﬁe inteﬁded té force'pool the proratior
unit.

Did"you‘ﬁéed me to spell the landman's name
ﬁor,TeXééo?with whom I was in §6£tact?17it}é Terry, T-E-R-R-Y,
Luttrell, LjU;ifT—R—E—L—L;

0. Thank you. Referring again to Exhibit Two,

A Okay, the AFE's £hat are shown in~the ex-—
hibit were, of course, circulated in—hoﬁse to Inexco; Texaco
waé advised by our letter, and then subsequently given a copy
! Amerada Hess; under their AH-1980 Program,
Inc.; David Petroleum; Colin R. MéMillan; and Fred Schlicher
were also:supplied with AFE's.

With the exception éf Texaco, the afore-
mentioned companies and individuals are working'interest
owners under a joint operating agreement.

0 Are they all of the working interest owners

with the exception of Texaco?




@ 2 - A . Yes.

| .
; 3 0 Would you state why the interést.iﬁ the AFE
4 does not coincide wifh those seti&uf in Exhibit One?
| S | ' A "bkay. When the A?E was originally prepared,
6 we hadn't really'fihished title éurative; and as we were going

7 into the title, a ieése that we thought we had that purported

A8 to cover an uﬁdivided Qne~eighth ﬁineral interést, actually
9 'govergd_an undivided one-sixteenth. The othef one—sixteenth
10 was owned by Houston Royalty; which became Houston Oil and
11 Minerals Company, which is now under‘the auspices‘of Tenneco,
12 and as of Monday, we have struck a trade with Tenneco.

@ 13 ' So that one—-sixteenth is not feflected in
14_ the intereét shown on the AFE,»but it -- we aid revise the
15 ownership on‘our plat to reflect what we feel the current
16 | owﬁership is.
17 .Q

And that's the plat that's been previously

18 | jdentified as Exhibit One?

19 - A Yes, sir.
20 0. . Okay. What does the AFE show to be the
21 total cost for a completed well?

22 A Okay. It shows the total well costs at

23 | $1,137,950;. the dry hole costs at $690,950.

@ 24 ‘ 0. Are these costs in line with what's being

25

charged by otﬂer opefators'in the area?
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- pool the interest of Exxon. Exxon voluntarily joined and

11

A Yes. We feel, since this ié our féurth
well in the area, this is an adequaﬁe representation for the -
a well of that typé.

0 : JHave you had —— now speaking with respect
to the other fgur holes that you've drilled, have you had to
pool interest in'eéch of those spacing units?

A. | | Yeé. As,'rgferrigg back to that ofiginal

plat, Inexco drilled the Lottie ---

Q  Excuse me, theiélat is agaiﬁ Exhibit One?
A . Tﬁe Exhibit One.

Q. | Thank you.

A Inexco originally driiled the Lottie York

No. 1, and that‘sblocated in the east half southeast quarter
of Séctién 14; and that's a producing oil well..

Our second venture into thé area was the
Daughtry'in the northwest northwest of 24, and that was a dry
hole.

And then we drilléd thé Pruiett ip the west

half northeast of 23 and we were forced into a situation to

prepaid prior to the commencement of the well all charges for
a dry hole and we eventually drilled a dry hole.
Then we came back to the Commission for an

unorthodox location for our Lottie York No. 2 Well in the
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west'half soﬁtheast of Section 14, and the Norris now is our
fifth attempt in the aréa; two dry holes and so far two pro-
duciné wells.

0 o I note that Exhibit Two alsQ contains let-
ters about an'uﬁorthodox location; Cén you tell us what re-
sponses you received from that? |

A, The response has been very pdor; it's been
lack;qf,response., All the interest owners under the‘operating
agreement'havé responded in thé affirmative.

Sabine, who is ah'unleased mineral interest
owner, has concurred with the unorthodox location and waived.

Tenneco verbally has given me.that and Exxon
has given Consent to the unorthodox location.

The Moore heirs said that their interest
was so small that they neither opposed it or were in favor of
it and fhey reserved the right to judgment until after this
hearing.

And that's all we've heard from, unless
some of our responses have been sent airectly to. the Commissio
here.

0. Mr. Tacconi, have you made an estimate of
the overheéd and administrative costs while drilling this
well -- this well, and also while producing if successful?

A . - Qur standard rates for the area are $3600
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é month for a drilling well; $400 per month for a.producihg
well,'and fhat's the -- what the adjusted COPAvaould.be un-—
der our existing‘opérating agreementf
,'Wé find«fhaf in negotiations with other

companies forvsimiia; depth Wellé, that our drilling rates
are either’right at their’drilliﬁg raﬁesvor lower, and that
our producing rates‘érevnormally idwer than other operators.

Q‘ ' Okay;v Do you'recommend that these figures

be incorporated into any order --

A Yes, I do.
0. -~ which may result -—- okay. Does Inexco
seek to designate -- seek to be designated operator of the

proposed well?

A, Yes, we do.

0 | Referring again to Exhibits One through
Three, were-they prepared by you or can you testify as to
their accuracy?

A They were either prepared by me or under

my direction.

Q. Thank—yoﬁ, Mr. Tacconi.
MR. BE?GE: That;s all the questions
of this witness.
We would move the admission of Ex-~

hibits One through Three,
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MR. MILLS: Would Mr. Tacconi testi-
fy to their accuracy? He didn't really respond to that.

A, Yes.
MR. MILLS: Thank you.

MR. STOGNER: Applicant's Exhibits

One through.Three will be admitted —-

A, - May I qualify‘tha;? As amended by my testio

mony, because the AFE, I did in tesfimony say was in error.
MR. MILLS: Yes, ‘thank you.
MR. BERGE: Call Joel Carlisle,

please.

MR. STOGNER: Excuse me.

CROSS EXAMINATION

BY MR. STOGNER:

1o

Mr. Tacconi.

~ . A Yes, sir.
0. Before yvou step down I need some guestions
-here.
Let's go béck‘to Exhibit Number One. I'd
" like --
A. Okay.
0. -— for the recogd tojget some things

straight on the -- how many of the interest owners have agreed

|
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to -- to the pooling here.
A Okay, Texaco has not.
0. Texaco has not.
A. ' Kirby has. The first four, the working

interest owners as shown there have.

0. : Okay.

A _ Either verbally or by signed AFE.
0 © ".All right.
A - - Texaco has not, and I think we will strike

a trade within the next fifteen déys.

Kirby has agreed to lease.

Sabine has not committed one way or the
other yet. |

Rebel 0il ié owned by Ellié Speer out of
Hobbs and she hasn't answered*any of our correépondence. The
last time I talked to her on the phone she said she.had cata-
racts and she doesn't even read her mail;'

o) All right.

A Okay? Tenneco has agreed in principle to

" either join or lease.

Now the various mineral interests that we
show, we are trying to strike trades with either their heirs,
successors, or assigns as we find them.

" What happened with some of this interest,
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~ out of Oklahoma City, and we're attempting to establish

like, a Roach-interest, and May Lee, and there are other in-

16

some of the people disappeared as far back as 1935, and they'yge
‘their heirships by private investigators. That would be,

terésts that the éstates have been probated 'in New York, and
we're trying to attempt to follow thé sﬁqcéssion SO we can
figurg out where the minerél ipte;eét ownership is.

Some of these igtérésts are, like, you know,
four'Zerosiand a oné in decimal“inferests, iﬁ a —; like,
thirty fbﬁrteen sixtiéths‘of one'thirty—second, and we've been
working six months in.tryiﬁg to eStabliéh what the ownership
is. We have an idea of what it was a year ago record title-
wise, but so many of these peoplé have dieé;

In the succession of that small interest
thére was a toyalty company that went bankrupt in'the thirtiesg
and to satisfy their investprs, they gave an.undivided interest
to this property to,’it was like thirty—five people, and then
the successions go from there.

And at this point in time when —; when the
division was made, many of these people'Were‘in.their fifties
and sixtieé, so the title to a real small interest of less

than three percent, or about three percent, is just one that

we're going to have to dig out as we go along, and we've con-

tacted trust banks in San Angelo. We've contacted banks in
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17
Dallas, ana what our policy is ﬁow, that if it's less thanﬁ
one net acre, we're giving them $75.00 to sign.a lease and‘a
3/16ths lease,iand we're taking leases at that,Awith a maximun
of 1/4 royalty.

If it's in_gxcess of one acre, if we ever
find the succéssion to‘two pgopié'that-wé know own two undi-
vided acres:ea¢h,‘£hen it will‘be $iOO per acre and a qﬁarter
royaltf fér each net miﬂefal-acfe‘they oWn.

0 Thank you,, Mr. Taéconi.
| MR. ST&GNER: Any further questions
of this witness? If.not; he ﬁay be excused.’
MR. BERGE: Thank you, Mr. Examiner.

Call Joel Carlisle, please..

“JOEL C. CARLISLE,
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. BERGE: |
Q. Would you state your name and.place of resi-
dence,'please?

A. Joel Carlisle. I live at 101 Pirificde of

Wales, Conroe, Texas.




1 | o 18
2 0. By whom are you employed and in what capa-
3 city?
4 A Employed by Inexco Oil Company as a geolo-
5 gist.
6 : Q . ,Have you pfevibusly testified before this
7 Commission or one of-its examiners?
8 A . Yes, I have.
9 0. M_ Were you qualified at that time?
10 + A . Yes, I waS‘Qualified}aé a geologist.
11 0. Are you familiar with the application which
12 has been filed b? Iﬁexéo in this'éase?
@ 13 A Yes, I am.
14 Q. Are you familiar with the subject area?
15 A Yes. |
16 | MR. BERGE: Mr. Examiner, are the
17 witness' qualifications acceptable?:
18 MR. éTOGNER: He is.
19 ‘ MR. BERGE: Thank you.
20 ' 0 Have you made a study, Mr. Carlisle, of
21 this area?
22 | A Yes, I have.
23 0 . Would youbrefer to.what's been marked as
eg’ 24 Exhibit Four and identify it, please, and tell us what it
25 shows?
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_to reflect the new data acqﬁired through drilling of the In-

19

A Exhibit Four is a structure nap on‘top of
the Strawn, showing the structural attitude encountered in
‘the area in the various wells drilled to date. This map was

submitted in the February hearing and has since been revised

exco Lottie York No. 2.

0. _ Dbes this;exhibiﬁ‘show the reason for the
unorthodox location?- |

. A S Xes, it does. As yqu>will‘note, the pro-
posed lécation will be‘strucfﬁrally low, based on our inter-
éretation of the éeology of the area, to both the_Lottie York
No. 1 and the Lottie York No. 2.

Q. | Okay. Mr. Carlisle, does the quality of
the Straﬁn reservoir vary.greatly fhroughout the‘subject area?

A Yes, it ddes. It's highly variable where
you encounter the p;rosity and the amount of porosity that
you encounter in any one given well.

| (O .Aré you prepared.to make a‘recgmmendation

to the Examiner as to the riskvpenalty thaﬁ‘shoula be assessed
against nonconsenting working interest owners or minéral in-
téfest owners in this spacing unit?

A Yes, T am.' I believe it should be the méx—

imum 200 percent.

S0 : What's the basis for this recommendation?




) , : | - | .
2 A This is based on the variations of the
3 ‘quality of the reservoir within the area and, again, calling
4 your attention back to the map, you,will note in ourAimmediate
S area of interest we have drilled two dry holes, neither of
6 which encountered any porosity-orgrgservoir quality rock.
7 As you look ét #hé.genéral area and to the
8 Huﬁble City F;eldkﬁroper to théinbrﬁh, again you will note
9 the numerous Qells éhat have'beén‘drilled,vof which only five
10 were COQP}eted as Strawn producers, ‘
1 | 0 Is the 200 ;ércént also consistent with
12 that risk peﬁalty provided fdr in the operating agreement?
) 13 A Yes, I feel that it is justified.
14 4Q Do you beliéve there's aichance to drill a
15 dry hole or a noncommerical well dé this location?
16 -A Yes, I do. This can be supportedbégain by
iy variationé of reservoir quality in the area and loéking at
18 our Daughtry and the Pruiett, both of which were offsets,
19 direct_offsets to our discovery, both being dry holes and
20 having no porosity whatsoever developed, and combihing that
21 with the data we've obtained from LdttieiYork 2, we feel
22 definitely thé?e isla substantial deéree of risk.
23 0. Mr. Carlisle, in yoﬁr opinion Will ﬁhe
24 ~granting of this aéplication be in the best interest of cén—
25 servation, the preventioh of waste; and the protection of
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21
correlafive rights?

A | I do. We feel that by granﬁing fhis loca-
tion we will reduce to some degree ghe risk involved in
drilling an additional hole while the development of the
South Humble City.F;eidbPoél; énd.also imﬁrove the drainage

of the reservoir itself.

0. " Was Exhibit Four prepared by you?
A Yes, it was.
0 Thank you, Mr. Carlisle.

MR. BERGE: I have no other questiong

We move the admission of Exhibit Four.
| MR. STOGNER: Exhibit Four will be

admitted into evidence.

I have no questions of Mr. Carlisle.
Doés énybody have any questions of this witnéss? 'If not, he
may be gXCused. |

MR. BERGE: Thank you, Mr. Examiner.
That conciudes our presentation.

MR. STOGNER: Case Number 7864 will

be taken under advisement.

(Hearing concluded.) .
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