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STATE OF NEW MEXICO
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MR. STAMETS: .We'll call next Case
7744.
MR. PEARCE:';That is on the applica-
tion of Clementéthergy, incorporated,“fofjcoﬁpulsory pooling;
Lea Couhty, ﬁew Mexico.

MR. PADILLA: May it please the

" Examiner, my name is Ernest L. Padilla. . I have two witnesses

to be sworn.
'~ MR. CARR: May it please the Exam-

iner, my name is William F. Carr,"with the law firm Campbell,

' Byrd, and Black, P. A., of Santa Fe, appearing on behalf of

Perry Poole, P-0-0O<L-E.
(Witnesses sworn.)

MR. PADILLA: Mr., Examiner, TI.call

Wayne Newkumet as my first witness.

© WAYNE NEWKUMET
'beihg called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:
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DIRECT EXAMINATION

BY MR. PAbILLA: |

Q. Mr. Newkumet, would you please state your
name for the record ana where you reside?

A My name 1is Wayne~Newkﬁmet. I live in Mid-
land, Texas. |

Q Mr. Newkumet, what i;'yoﬁf cohﬁgétidn with
the applicant in‘thié case té@ay?{l |

A. . I.am a'cbnsultaﬁ£ fo%bClements Energy.

Q: ' t.Have you brévioﬁsiy'testifiéd beforé the

P

New Mexico Oil Conservation Division and had your credentials

accepted and made a matter of record?

A ‘ Yes, sir, I have.

Q. .~ Are you familiar with the purpose of the --

"today's hearing?

A ' Yes, .sir,
0. Can you explain to us what that purpose .is?
A . Our intent is to pool the northeast quarter

of Section 14, 14 South, 34 East, for the drilling of an
;1,000 qut, plus or minus, teét at a location 660 feet from
the north line:énd-660 feet from the east line of Segtion i4.
That will be the Clements Energy, Inc. State 14 No. 1. 

'MR. PADILLA: Mr. Examiner, we

. tender Mr., Newkumet as a petroleum landman.
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6
MR. STAMETS: He is considered so .
qﬁalified.
0 | :Mf; Newkumet, .referring to,whét has been
marked as Exhibit Number One, would you please tell us what
that is and what it contains?

A - Exhibit Nﬁmbef‘One is a.land ownership plat.
It shows the pré?osed pooléd;unit,.the noxtheastvquarter, in
fed;  1£'also'§ths the proposéd;location of’the Clements
State 14 o. 01".W,ell’,, -. | |

0 : i:G@%ng'oh'to“Eghibit Number Two, can you tell
ﬁs what that is and what it coptains?

A | -Ekhibit Nuﬁbér Two is é bio&vup of Section
14. It reflects the léase>ownership.daté, It also reflects
the propoéed éoqléd unit, hdrtheést guarter, again, in red.
It shows the p?oposed iocatioh, Also, if you'll note, in the
southwest quarte;'of Section 14 I“§e attempted to show the
limits of the:High_Plains:Penn Field,

0. | M;; Newkumet, what interésts are you trying
to force pool here today?

A B The noftheast guarter of Section 14 is owned
by élements Epergy‘through a State of New Mexico lease shown
on the ExhibiE Number Twé,'

| In addition Perry Poole owns the northwest

quarter of the northeast quarter, State of Wew Mexico lease.
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0. . 'And that'é_the intereét.thét'you seek to
force pool-todéy? o |

A | Thét is correcﬁ.

o -'-,:-Mf. Newkumet;‘what-efforts have you'made to
seék~vo}ﬁﬁ£ary joihdér of- the northweSt'pf‘the'northeast -
northwest“quarteﬁmof the norﬁheéSt quégtef?

1A ‘ '“'.Okay, we've had seVéral telephoné conver-— .
sations with ﬁr. Poole and two ér £hree'le£té£§w

0 ' Can youigivg us.aychfénoiogy of the efforts
that you have made?,i

AL vﬁ Okay . TheAfirst céntact Qe had with Mr.

Poole waé é telephone converéatiéh of Augué£ 20th, 1982, In
this ;onVersatiéh,we5initiated'an offerjby our field office
in:Rosweli; Enick Diffee, EﬂN—IéCéK _D;I4F—F—E—E. Mr. Diffee
offered ﬁf, Péole - oﬁfefed to purchase Mr. Poole's leasehold

for '$50.00 per_aéte'and in addition 7-1/2 percent overriding

rovalty inﬁerest, We offered to buy not only the 40-acre

tract in the p?oposed pooled unit but élso:the west half of

‘the northwest quarter, a part of the same base lease.

Mr. Poole reSpondedhin that conversation

that he would accept no less than $451.92 per net acre; i.e.

the amount that Clements paid, if you'll refer back to Exhibit

- Number Two, the'amount Clements Energy paid for the 520racre

in the balance of Séction 14, not owned by Mr. Poole. That
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3
was a lease thafvwe purchaséd at the June State of New Mexico
land sale,'a'ten.year term with an eighthvroyalty.
0. ‘ ‘. Mr. Newkumet, didkyou,subsequently make
other offers to Mr. Poole?
n Yes. We have a'letter, wéll, actually, this

is a letter of August 20th from the field landman to us.

0 Is that marked Exhibit Number Three?
A Exhibit NﬁmberfThree, that‘s{cdrféct.

All that is is a_letter whefé M£,“Diffeé iﬁdibated to our
office in Writing exactly_tﬁéuﬁéfms‘of}Lheiqffef'that he'd
made to Mr. Poole by yhe Aﬁgust 20 teiephone.éopvergation.j
0 - ”-Going gﬂ £orwhat has geen marked as“Exhibit
Numbér Four, can‘fou'tell usfﬁﬁat th;%tié'ané whét it contains]
|  AA - bkay) Exhibit Number Four is a letter from,

again, from Enick Diffee to Mr. Poole, wherein we offer to

'purchase the lease for $300 per acre and‘additionally 7-1/2

percent override royalty interest,

He also indicated to Mr. Poole that Qeiwould
absolﬁtely noﬁsbe inta pdéition to pay the.qmountAthat he was
requéétihg‘for this lease, in other words, $451.92 per acre,
and.his 10 péfceht to 12-1/2 percent'overriding royalty in-
teresf; which he»indiéated he wanted'ih:aLConversafion between‘
this letter and the initial contact.

Q. . What other telephone contacts have you had
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in the pooled unit. That's where he indicated to us verbally

'land from Mr. Poole?

A = -Yééhf Qﬁa?, by=1et£érlbﬁ ﬁo&eﬁbef.léth,
1082.
- o j v 'Is‘that marked as Exhib;t Nﬁmbérisix, Mr.
- Newkumet?
A o " That's corteét. That's a letter from our

. being a farm-out of his interest; number two, of course, the

9
with Mr. Poolé?
A Okay, let's see.. Well, of coufse, the
October 19th telephone -- Octobér 19th letter was prefaced by

a’ telephone conversation in which we made an offer of $200 per

acre and a 5 percent overriding royalty interest for the tract

that hé would accept no less than the ;O~i/2 percent —- 10 td.»
12~1/2 percent override and the7price that we- paid for the
lease,

0. ' Did you sdbsequentlystryjto farm out the

office to Mr. Poole wherein wé attempted to again purchase the

lease and offéred him several other alternatives, number one

joinder,‘<AlSO'you“ll,note in that letter that we spelled out
the working interest percentages that he would have in the
well before and after payocut under the farﬁ—out terms.

And we also indicated to him in this conver-

sation that if we were -= if we could not work anything out
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10
with him, we woﬁld'have to go before the Commission and re-
quest poolipg;_

'Q v Mr. Newkumet,:can'you-give»us an explanation
of the reasoning behind the offers that'you made vis-a-vis the
bonus paid on the State acreége?

A ’ Yes, I can. In determining a price to offer

mineral owners and other individuals that own leases, we have .

" to look at a cou?le of things. -One,‘the'term'of the lease,

how long thatlieagé-will be in efﬁeét,-howlloﬁg we have to
arill on it, o -
Numbef two,;We1h§§e to iéék at prices’that
haVe;been paid in‘thg area. ' o |

| 'ﬁﬁﬁbef éhfée,Awé;reugéing fo havetto.106k
at the net revenue interest undéf‘thé iéaSe fﬂat”we have, we'd

be delivered.

0. ' So essentially the $300 offer was the final

offer - that Clements could make, is that right?

A * That's correct. That was an offer made in

- attempts to tie this tract up without having to come before

the Commission. We felt. that the $300 per acre was —~— was
well in excess of what the lease was worth_because of the
short term, number one, in other words, that lease expires

November '84, and number two, the low net revenue interest

due to the fadt.that he would be retaining an override, a
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- Number Séven, can you tell us what that is and what it con-

- drilling well rate.éhould be for a producing and a drilling

well?>

tions,

11
large'Ovefiiding'royalty intérest._
,Q , -. Mf. Newkumet, to you# knowledge did Mr.
Péole have notice of this heéring.todaf?
A5 - ‘Yes.
o) o .Going on £b what has been marked as Exhibit

tains?

A‘v ' Okay. Let me go back.for one second, back
to Exhibit Six. You'll hotiée that there's éTreceipt for
Federal Expreés. We did séﬁd‘%hat iétter'Federal'Egpresg.

o | Okayg | |

A » Number Se&én;~Exhibit;Number Sevén is an AFE
for the drilling‘offthe well, réfiedtihg;a dry iole .cost of
$543,483 aﬁd a completed weil cost ofV$§47;§Q3,

0. Do you have a'suégeStion as to what the

TN ' Yes, sir, Clements'Ene:gy, Inc. acquired
the‘numbers that you requested from their Vice President of

Engineering, who handles of their nationwide drilling opera-

Clements has in wells from the 8000 to 12,00

foot range, they charge $4755 for a drilling well rate per

month, and an overhead rate of $475 per mdnth for drilling
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weli'rate.

Qu In your opinion is that a.reasonable and
comparabie well -- are those reasbnable and comparable well
rates?~v |

A, " Yes, T believe_theyAare. Iﬁ fact; other

operators in New Mexico accept those and we accept their rates
in this range.
0} - Mr. Newkumet, does Clements Energy want to

be designated the operator of this well? -

A That's cofréct;:

0. Do you have anythin§ furfher td‘add to yQur'
»testimonyé

A, - I don't believeféo}'sii;

MRW PADILLA:"MI} Examiner, I'll .

“call Jerry Barnes at this time..

JERRY'BARNES.
being called as a witness and being duly sworn upon his oath,

testified as follows,:to=wit:

DIRECT EXAMINATION
BY MR. PADILLAY
0 © Mr, Barnes, would you please state your

name and by whom ybu're employed?
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A ‘My;néme is Jerry Barnes, B-A-R-N-E-S, and
I'm a‘geéldgical consultant for Clements Energy.
- Q ‘i Whét is ~-- okay, tﬁrn to what has been
marked as Exhibit Number -- or let me -- hé&e you previously

testified before the New Mexico 0il Conservation Division and

had your credentials accepted as a matter of record?

A . Yes, sir, I have.
0 As a geologist?
A . Yes, sir.

MR. PADILLA: Mr. Examiner, we

tender Mr. Barnes as an expert geologist. -

MR. STAMETS: He is considered

0 TRéfe;:ing to what has been marked-as Exhibit

b4

Number Seven, would yéu please tell us what that is?

(<3

A. " You mean exhibi£ next, ﬁxhihié'Number Eight?

I believe‘Nuﬁber Seven was the AFE.
0 Correct. Correct.

A Exhibit Number Eight ié a struéture contour
map, which haé been dréwn on top of the Pennsyivanian producing
zZone in the High Plains Field.

The'scaleuof fhe plat is.one inch equals

2000 feet, . The contour interval is 50 feet., The proposed

poéled unit outline is highlighted in yellow, That's the
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‘northeast quarter of Section 14. The prominant numbers dis-

played beneath each circle surrounding offsetting wells is

" the étruqtural‘position of the mapped horizon and additional

information, such as tests if there were any, or cunmulative

production from those wells. The well so produced is also

.shown in small numbers directly beheath the appropriate well.

Oﬁr‘pIOposed location is shown 660 from the .
northiline, é60vfr§m'the cast line of Séction 14, May I
point out that oﬁrtéroposed location would be a step-out to
the High Plains'Field; The nearest pféﬁucer'in that field is
the Qayman Corporatipn No. i:Higﬁ~§}aiﬁ§‘Wéil, ipcgted in the
soﬁthﬁest_qﬁartéx of Sectioﬁ>i4; tThét‘Weii’was-cbmgieted in
June 4 of 196§ With a flowing”pqténtiai bf‘48§'barrels of oil,
plus 88 barfelsAof water per day. |

tfhé Weil,fﬁoWe§er:1Qééfsﬁuéain in Marqh of
1977, after ha&ing produced only 57,342.barréls,of oil. .That
well was subseqﬁeﬁtly plﬁgged and abéndégéd in'l§8q.

May I point out that Exhibit Number Nine is

_an acoustic log from the Cayman Corporation well in Section

- 14, It's intended to show the producing intérval‘in the High

Plains Fieid, as well as the'perforated interval in this
particular well, Prospective porosity greater than or équal
to 5 percent is shaded in red on that exhibit.

Q Mr. Barnes, where 4o you encounter the top
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of'the PennsYlvaniaﬁ fdfmation, or wﬁe;e do you expect to en-
counter the top of the Pennsylvanian formation?

A As ;hown on Exhibit Number Nine; obviously
our primary objectivevis the zone that produces iﬁ the High
Plains Field. Bécaﬂse, however,jof the occurrence of other
Pennsylvanién producing zénes inAthe_area, both ébove and be--

low our primary- zone, we would ask that the Commission pool

all rights below the stratigraphic equiﬁalent.of 9000 feet in

Caymon Corporation Nolll High Plains Well, down to the base
of the-Pennsylvanian’at_an approximate depth of 13,500 feet.

0. In other words, your -application and your

request ‘now, ‘in your opinion are in conformity with each other

2

L A

A Yes, sir,li believe they‘are;'
0. Mr, Barpes,fdo you have, inicqnnection with
'your testimony here today, a risk factor that -- for drilling

of this well?
A Yes, sir. I made a.study of the -~ of the
entire area in oxder to determine the risks.

Let me first of all point out that our pro-

| posed location is anticipated to be structurally high.to the

offsetting Caymon Corporation No. 1 High Plains Well, but let
me further poihﬁ out that in that particular well the poten-
tial aiso, in potentiadling the well, the well was also pro-

ducing 'a significant amount of water. Should we come in_

N
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in the area is the risk of whether or not acceptable reservoir

ted,

16
struéturally low to that well, we anticipate that our primary
objective would certainly be wet.

The second factor in =- concernirg the risk

quality conditions will be encountered. Let me point out that
examining the logs in surrounding wells, thééé conditdons
were not met.
Let me‘further point out:tﬁatvin fact of
all the producing wells on the plat, thaﬁwis three;wells.out
of all the wells shown dn the exhibit which produce, only
one, the well in the hortheast quarte;ipf‘geétion 22" located
approximately one_mile soutﬁgas£ of éuflpropdséd lqcation,
is in-fact,an écénomicai prdducér. I'm éor;y, the southwest
of our proposedAloca£ion, was‘in fact ap;eéonomical prodﬁcerwN
In ¢onsidér£ng.all of thoge.fiéks, ﬁhen,
we'd ask that the:maximUm“penalty of .200 pgrcentvbe-given us.
0. .Do you have anythingfu;ther t; édd to your
testimony, My, Barnes? -
R. No, sir, T do not,
' MR. PADILLA: - Mr. Examingr, we have
nothing else, and we offér or tender Exhibits One through -~
One through Nine.

MR. STAMETS: These exhibits will be admit-
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CROSS EXAMINATION

" BY ‘MR. STAMETS:

Q. I'haye one quesﬁion that the original‘appli~
cation wasvfor pboling the Pennsylvanian, 'is that correct? -

A. , . Yes, sir,

Q '~ And now you seek ﬁd pool ail'depths below
9000 feet through_thé Pennsylvanianél |

A No, sir. What we!re'trying to do is just

’better'define our original application, specifically seeking

- that, realizing that there may be -differences of opinion as

to where the top of the Pennsylvanian may indeed exist in the
area, it was our intention.Ebgclérifyuthat iﬁ'our opinion the
top of the Pennsylvanian in'the‘offéettinglweliS'would be at

a depth of 9000 feet; the base of the Pennsylyanian in the .

- area is generally<encountered‘at>é"dépth‘of-apprbximately

13,500 feet, and ésyi,séidﬂlweﬂwe;e:tryéng tq siﬁplyfélarify
our original application,
'Q Thank you.
MR. STAMETS: Afé there any other
questions of the witnesses? They may be excused.
Anything further in this éase?

We'll take the case under advisement.

(Heariné concluded.)
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