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WHEREUPON, the f o l l o w i n g proceedings were had a t 

12:45 p.m.: 

EXAMINER STOGNER: At t h i s time I'm going t o 

con s o l i d a t e and c a l l Case Numbers 11,507, 11,508 and 

11,509, which i s the A p p l i c a t i o n of the O i l Conservation 

D i v i s i o n t o plug several w e l l s i n Rio A r r i b a County, New 

Mexico. 

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

MR. CARROLL: May i t please the Examiner, my name 

i s Rand C a r r o l l appearing on behalf of the O i l Conservation 

D i v i s i o n . I have one witness i n each of these cases, t he 

same witness, the t o be sworn. 

EXAMINER STOGNER: Any other appearances? 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. 

I n Case 11,507 I would l i k e t o enter an 

appearance f o r Petroleum Development Corporation. 

In Case 11,509 I would enter my appearance for 

Chuza Operating. 

And I would advise the D i v i s i o n t h a t I also 

represent Fred Shelton, J r . , i n Case 11,508, who i s the 
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f a t h e r of Fred Shelton, I I I , and a d i f f e r e n t person. 

EXAMINER STOGNER: Petroleum Development, 11,507. 

MR. CARR: Yes, s i r . 

EXAMINER STOGNER: Chuza i n 11,509? 

MR. CARR: Yes. 

EXAMINER STOGNER: And Fred Shelton, J r . — 

MR. CARR: Junior. 

EXAMINER STOGNER: — which i s the f a t h e r of Fred 

Shelton, I I I — 

MR. CARR: Correct. 

EXAMINER STOGNER: — i n 11,508. 

MR. CARR: Who i s a p r i n c i p a l — the son i s a 

p r i n c i p a l i n , I b e l i e v e , i n Spur, and I don't know the 

s t a t u s — representing — 

EXAMINER STOGNER: Okay. Are t h e r e any other 

appearances? 

MR. PRUCINO: Mr. Examiner, I'm Roger Prucino, 

r e p r e s e n t i n g Kachina Production Company. 

EXAMINER STOGNER: Do you have any witnesses, Mr. 

Prucino? 

MR. PRUCINO: No. 

EXAMINER STOGNER: You can come on up here and — 

MR. PRUCINO: Thank you. 

EXAMINER STOGNER: — take a seat a t t h i s t a b l e . 

Any other appearances? 

STEVEN T. BRENNER, CCR 
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Okay, Mr. C a r r o l l , please proceed. 

FRANK T. CHAVEZ, 

the witness h e r e i n , a f t e r having been f i r s t 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. CARROLL: 

Q. Mr. Chavez, would you please s t a t e your name and 

your place of residence f o r the record? 

A. My name i s Frank Chavez, and I r e s i d e i n Aztec, 

New Mexico. 

Q. Mr. Chavez, what i s your c u r r e n t p o s i t i o n and 

what are the d u t i e s of t h a t p o s i t i o n ? 

A. I am D i s t r i c t Supervisor of the O i l Conservation 

D i v i s i o n Aztec O f f i c e , which i s D i s t r i c t 3, and my d u t i e s 

i n c l u d e being — I'm the o i l and gas ins p e c t o r f o r t he 

D i s t r i c t , and I supervise a l l the a c t i v i t i e s and i n s p e c t i o n 

and enforcement f o r the D i s t r i c t . 

Q. And do those d u t i e s include s u p e r v i s i n g t he 

plugging of abandoned wells? 

A. Yes, they do. 

Q. Are you f a m i l i a r w i t h t he sub j e c t matter of Case 

11,507? 

A. Yes, I am. 

MR. CARROLL: Mr. Examiner, I o f f e r Mr. Chavez's 

q u a l i f i c a t i o n s as a witness i n t h i s matter. 

STEVEN T. BRENNER, CCR 
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EXAMINER STOGNER: Are the r e any objectio n s ? 

MR. CARR: No, none. 

EXAMINER STOGNER: Mr. Chavez i s so q u a l i f i e d . 

Q. (By Mr. C a r r o l l ) Mr. Chavez, concerning the 

w e l l s i n Case 11,507, who i s c u r r e n t l y l i s t e d as operator 

f o r OCD purposes? 

A. Petroleum Development Corporation. 

Q. And what i s the c u r r e n t s t a t u s of the w e l l s 

i n v o l v e d i n t h i s case? 

A. They have been b a s i c a l l y abandoned, w i t h o u t OCD 

approval. 

Q. Mr. Chavez, the n o t i c e l i s t e d f o u r w e l l s , and I 

be l i e v e we're down t o two wells? 

A. That i s c o r r e c t . 

Q. And why i s tha t ? 

A. The other two w e l l s have been assumed by another 

operator. 

Q. And what were the names of the w e l l s t h a t were 

assumed by the other operator? 

A. The El Poso Ranch Number 5 and the E l Poso Ranch 

Number 6. 

Q. So r i g h t now we're j u s t asking t h a t E l Poso Ranch 

Numbers 8 and 11 be plugged? 

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

Q. Mr. Chavez, can you give the Examiner a b r i e f 

STEVEN T. BRENNER, CCR 
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h i s t o r y of these wells? 

A. Yes, these w e l l s were o r i g i n a l l y d r i l l e d s e v eral 

years ago by a d i f f e r e n t operator. I t h i n k the e x h i b i t s 

w i l l show from f i l e s they were d r i l l e d by Texas Rose 

Petroleum, Incorporated, and since then they have, of 

course, changed operator. They were d r i l l e d under 

d i f f e r e n t names and numbers a t t h a t time a l s o . 

The w e l l s produced f o r a s h o r t p e r i o d of time, 

but f o r many of these w e l l s we d i d not get complete C-115s 

or any C-115 r e p o r t s , so th e r e i s l i t t l e i n OCD records t o 

show t h a t r e p o r t s were received. The operator, Texas Rose, 

then b a s i c a l l y walked o f f from the w e l l s and abandoned 

operations i n New Mexico. 

Q. And how d i d Petroleum Development Corporation 

become operators of these wells? 

A. They became operators — I don't know the 

business arrangements, but they f i l e d C-104s and a bond t o 

assume operatorship of these w e l l s . 

I might note t h a t our OCD records show t h a t t h e r e 

were previous records t o plug and abandon these w e l l s , as a 

matter of OCD record, under Texas Rose. 

Q. Right, and I w i l l ask t h a t the Examiner take 

a d m i n i s t r a t i v e n o t i c e of the p r i o r orders t h a t ordered 

these w e l l s be plugged. 

Mr. Chavez, do you know why the p r i o r orders were 

STEVEN T. BRENNER, CCR 
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never f u l f i l l e d i n plugging these wells? 

A. Well, Texas Rose seeks operations i n New Mexico. 

There was some business and also some c r i m i n a l issues t h a t 

arose t h a t — where Texas Rose was no longer v i a b l e and 

able t o p l u g the w e l l s . 

Then another operator took over o p e r a t o r s h i p of 

the w e l l s i n order t o t r y t o e s t a b l i s h p r o d u c t i o n , but t h a t 

was never done e i t h e r . 

Q. And what was the name of t h a t operator? 

A. Well, t h a t was also — That was Petroleum 

Development. 

Q. Mr. Chavez, i f I can d i r e c t you t o what has been 

marked OCD E x h i b i t Number 1, does t h i s e x h i b i t c o n t a i n the 

e f f o r t s by the OCD t o get Petroleum Development Corporation 

t o p l u g these wells? 

A. Yes, i t does, but I do want t o p o i n t , out t h e r e 

i s one e r r o r . 

On the t h i r d sheet, on E x h i b i t Number 1, i s an 

extraneous page. I t shows a proposed P and A f o r a w e l l 

from a d i f f e r e n t operator. I t h i n k t h a t was i n a d v e r t e n t l y 

put i n as p a r t of the copying r o u t i n e , p u t t i n g t he e x h i b i t s 

t o g e t h e r , and a t the top of t h a t i t says, Jesus Canyon 

Number 1, and t h a t has no relevance t o t h i s issue. 

Q. And what have been the r e s u l t s of your attempts 

t o get Petroleum Development Corporation t o p l u g these 

STEVEN T. BRENNER, CCR 
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wells? 

A. They made some assurances t o us l a s t year t h a t 

they would e f f e c t i v e l y e i t h e r t e m p o r a r i l y abandon the w e l l s 

or p l u g and abandon them w i t h i n a p e r i o d of time, and they 

d i d not do t h a t . 

Q. And l a t e r , i n E x h i b i t Number 1, a f t e r the 

correspondence, we have what are recommended pluggi n g 

procedures, I take i t , t h a t the D i s t r i c t has prepared? 

A. Yes, these are some recommended plugging 

procedures f o r the w e l l s t h a t e x i s t out t h e r e . 

Q. And how do you recommend t h a t these w e l l s be 

plugged? 

A. Generally w i t h a bottom plug, and then i f there's 

a f r e e p o i n t or the casing i s recoverable, the casing 

should e i t h e r be p e r f o r a t e d a t the f r e e p o i n t or c u t o f f 

and recovered, a plug set across t h a t p o i n t , and then a 

p l u g below the surface pipe — excuse me, across t h e base 

of the surface pipe, then a surface plug. 

MR. CARROLL: Mr. Examiner, i f y o u ' l l look a t the 

r e s t o f E x h i b i t Number 1, there are a l l the w e l l r e p o r t s — 

Well, a c t u a l l y i t ' s a complete copy of the w e l l f i l e s f o r 

both of these w e l l s , i n c l u d i n g the p r i o r orders t h a t were 

entered i n the case as o r d e r i n g these w e l l s plugged back i n 

1986 and 1987. 

Q. (By Mr. C a r r o l l ) Mr. Chavez, i f I can r e f e r you 

STEVEN T. BRENNER, CCR 
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t o what has been marked E x h i b i t Number 2, i s t h i s a copy of 

the plugging bond t h a t ' s on f i l e w i t h the D i v i s i o n ? 

A. Yes, i t i s . I t ' s a plugging of a cash — l i k e a 

cash plugging bond, OCD Number 431. 

Q. And t h a t i s i n the amount of $50,000 w i t h United 

New Mexico Bank? 

A. Yes, i t i s . 

Q. And has United New Mexico Bank now — has i t s 

operations been assumed by Norwest Bank? 

A. As f a r as I know, yes, I t h i n k t h a t ' s the way 

i t ' s been done. 

MR. CARROLL: Mr. Examiner, i f I can r e f e r you t o 

what has been marked E x h i b i t Number 3, t h a t i s a copy of 

the n o t i c e t h a t was sent t o Petroleum Development 

Corporation, t o Norwest Bank, and t o Fred Shelton, J r . , and 

Fred Shelton, I I I . 

And I ' l l also o f f e r the a f f i d a v i t r e g a r d i n g 

n o t i c e i n Case Number 11,507. 

EXAMINER STOGNER: That's marked as E x h i b i t 3? 

MR. CARROLL: Yes, t h a t ' s marked as E x h i b i t 

Number 3. 

Q. (By Mr. C a r r o l l ) Mr. Chavez, a t t h i s time do you 

recommend t h a t these two w e l l s , the El Poso Ranch Numbers 8 

and 11, be plugged? 

A. Yes, I do. 

STEVEN T. BRENNER, CCR 
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Q. And do you be l i e v e t h a t the plugging of these 

w e l l s w i l l r e s u l t i n the prevention of waste, 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 and the p r o t e c t i o n of 

f r e s h water, p u b l i c h e a l t h and the environment? 

A. Yes, I do. 

Q. Are the documents contained i n what have been 

marked OCD E x h i b i t s 1 through 3 maintained by the OCD i n 

i t s o r d i n a r y course of business? 

A. Yes, they are. 

Q. Do you have anything else t o add i n t h i s matter 

a t t h i s time? 

A. No, I don't. 

MR. CARROLL: Mr. Examiner, I move what have been 

marked E x h i b i t s Numbers 1 through 3 i n t o the record . 

EXAMINER STOGNER: Any objections? 

MR. CARR: No o b j e c t i o n . 

MR. PRUCINO: No o b j e c t i o n . 

EXAMINER STOGNER: E x h i b i t s 1 through 3 w i l l be 

admitted i n t o evidence a t t h i s time. 

Thank you, Mr. C a r r o l l . 

Mr. Carr, your witness. 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Chavez, although we've cons o l i d a t e d t he 

cases, i t i s c o r r e c t , i s i t not, t h a t the Petroleum 

STEVEN T. BRENNER, CCR 
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Development Corporation Properties own a separate and 

independent lease from the w e l l s involved? 

A. Mr. Carr, I don't know t h a t f o r a f a c t . I know 

t h a t t h e r e has been a t times some confusion and c o u r t 

issues, c i v i l issues, a r i s e concerning the a c t u a l leases. 

For OCD purposes we do recognize Petroleum Development as a 

separate operator, i n t h i s case f o r those two w e l l s . 

Q. I b e l i e v e you i n d i c a t e d t h a t o r i g i n a l l y t h e r e 

were f o u r w e l l s and two had been assumed by another 

operator. Do you know who t h a t other operator might be? 

A. Yes, t h a t was Chuza. 

Q. When we — When an operator proposes t o assume 

op e r a t i o n of a w e l l , what does the O i l Conservation 

D i v i s i o n r e q u i r e before they w i l l approve a t r a n s f e r of 

operatorship? 

A. For these p a r t i c u l a r w e l l s , being t h a t t h e y ' r e on 

fee leases, we would r e q u i r e t h a t they have a pluggi n g bond 

i n place, e i t h e r a blanket bond or i n d i v i d u a l w e l l bonds, 

and t h a t the operator f i l e Form C-104 t o cla i m t h e i r 

o p e r a t o r s h i p . 

Q. I f the w e l l has not produced f o r a p e r i o d of 

time, are the r e any other c o n d i t i o n s imposed by the 

Di v i s i o n ? I'm s p e c i f i c a l l y l o o k i n g a t requirements under 

Rule 202 concerning t e m p o r a r i l y abandoned w e l l s . Are those 

a f a c t o r i n — considered p r i o r t o approving — 

STEVEN T. BRENNER, CCR 
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A. They may be considered i n a s i t u a t i o n such as 

t h i s where th e r e are s p e c i a l c o n d i t i o n s . Our knowledge of 

the area, our knowledge of the w e l l s i n d i c a t e t h a t t h i s i s 

hig h r i s k . 

I would a t t h i s time perhaps t a l k t o the D i v i s i o n 

D i r e c t o r about imposing an e x t r a requirement f o r an 

i n d i v i d u a l w e l l bond, t o be sure t h a t we were adequately 

plugged beyond the blanket bond. 

Q. You've recommended a s p e c i f i c p lugging program 

f o r the w e l l s , a t l e a s t g e n e r i c a l l y . There may be t h i n g s 

t h a t have t o be changed. 

I n your experience, would a one-well $5000 bond 

reasonably cover those costs i f you don't experience any 

unique t h i n g s when you're on the well? 

A. Very l i k e l y not. 

Q. Have you been involved w i t h employing companies 

t o go out and a c t u a l l y plug w e l l s when the State has t o 

a c t u a l l y take over and go out and secure the plugging of an 

abandoned w e l l ? 

A. Yes, we have. 

Q. Are you able t o achieve s u b s t a n t i a l savings by 

doing m u l t i p l e w e l l s a t one time? 

A. Yes, we are, and t h a t ' s one of the reasons these 

w e l l s are grouped together. 

Q. When you — I f an operator came t o you and wanted 

STEVEN T. BRENNER, CCR 
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t o assign or convey a w e l l t o a p a r t y and convert i t t o a 

water-producing w e l l , what would they have t o do i n terms 

of o b t a i n i n g OCD approval f o r t h a t k i n d of a c t i v i t y ? 

A. The operator would have t o o b t a i n from the land 

owner a document t h a t we c a l l " a f f i d a v i t of conversion t o a 

water w e l l " and w i t h i n which the land owner or the person 

who's going t o use the water w e l l s t a t e s t h a t they w i l l 

take r e s p o n s i b i l i t y f o r the w e l l as a water w e l l . 

The operator would also be responsible f o r 

plugging the w e l l back t o a p o i n t where any o i l - and gas-

pr o d u c t i v e zones would not be exposed i n the w e l l b o r e and 

i t would be i n adequate c o n d i t i o n so t h a t t h e r e would be no 

contamination of groundwater or no underground waste would 

occur, and the w e l l would then be l e f t i n t h a t c o n d i t i o n 

f o r the person who wanted t o use i t as a water w e l l . 

Q. Before such an a c t i v i t y i s undertaken by an 

operator and a landowner, would i t be ap p r o p r i a t e f o r them 

t o meet w i t h your o f f i c e t o review the i n f o r m a t i o n on the 

w e l l , p r i o r t o going out and o b t a i n i n g a f f i d a v i t s and going 

forward? 

I s i t appropriate t o s t a r t by coming t o your 

o f f i c e , or should they go out — 

A. Yes, they should come t a l k t o us f i r s t . 

MR. CARR: That's a l l I have. 

EXAMINER STOGNER: Thank you, Mr. Carr. 

STEVEN T. BRENNER, CCR 
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Mr. Prucino? 

EXAMINATION 

BY MR. PRUCINO: 

Q. Mr. Chavez, are you aware of any immediate 

hazards posed by any of the w e l l s i n question? 

A. The w e l l s i n question have been i n an abandoned 

c o n d i t i o n f o r a long time, and they s u f f e r surface neglect. 

There are f l o w l i n e s i n the area, and I don't know i f a l l 

of them are p l a s t i c or not. 

There has been very l i t t l e maintenance done i n 

t h a t area. Consequently, they're subject t o any type of 

environmental consequences t h a t could come from leaks of 

the wellhead equipment, leaks from the f l o w l i n e . 

Also, i n t h i s area there are storage tanks, and 

we have gauged a l l the storage tanks, though I don't have 

t h a t i n f o r m a t i o n w i t h me. The o i l t h a t i s i n those tanks 

has been s i t t i n g t here f o r several years. I t has 

consequently d e t e r i o r a t e d i n q u a l i t y . And because of 

neg l e c t , t h e r e i s a danger t h a t perhaps a leak could 

develop i n the tank or v a l v i n g t h a t would cause flows t o 

the surface. 

We don't know the c o n d i t i o n of the casing i n the 

w e l l s , because they haven't been produced. Consequently, 

any shallow groundwaters t h a t e x i s t out i n the area could 

be a t r i s k , t o — subject t o casing c o r r o s i o n and perhaps 
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f l u i d s from the wellbore, migrated i n t o the water zones. 

So t h e r e are r i s k s involved, e s p e c i a l l y because of negl e c t , 

out i n t h a t area. 

Q. Are you aware of any e x i s t i n g leaks i n the 

storage valves t h a t are on the s i t e ? 

A. Not a t t h i s time. 

MR. PRUCINO: I have no f u r t h e r questions. 

EXAMINER STOGNER: Thank you, Mr. Prucino. 

Mr. C a r r o l l , back t o you. 

MR. CARROLL: You don't have any q u e s t i o n s 

r e g a r d i n g t h i s case, Mr. Examiner? 

EXAMINER STOGNER: No. I do not have any 

questions of Mr. Chavez a t t h i s time. 

DIRECT EXAMINATION 

BY MR. CARROLL: 

Q. A l l r i g h t , Mr. Chavez, i f you w i l l please d i r e c t 

your a t t e n t i o n t o the e x h i b i t s t h a t have been marked 1 

through 5 i n Case 11,508. 

A. Okay. 

Q. OCD records show t h a t Spur O i l i s the operator of 

the seven w e l l s l i s t e d on the f i r s t page of E x h i b i t Number 

1? 

A. Yes, they do. 

Q. And does E x h i b i t Number 1 con t a i n the 

correspondence w i t h the operator, Spur O i l , t r y i n g t o get 
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them t o b r i n g these w e l l s i n t o compliance w i t h OCD rul e s ? 

A. Yes, i t does. There — I thought t h a t t h e r e 

might be other documents, but these documents have — do 

support t h a t we have been c o n t a c t i n g Spur O i l , 

I n c o r p o r a t e d , t o plug these w e l l s . 

Q. Mr. Chavez, I be l i e v e E x h i b i t Number 1 contains 

t h e l a t e s t correspondence w i t h the operator, and t h a t p r i o r 

correspondence w i l l be included i n the w e l l f i l e s f o r each 

one of the wells? 

A. I'm s o r r y , t h a t ' s r i g h t , you're c o r r e c t . 

Q. Mr. Chavez, can you please g i v e the Examiner a 

b r i e f h i s t o r y of these seven wells? 

A. The Samantha 1, 2 and 3 w e l l s are p a r t of a group 

t h a t are i n the El Poso Ranch area, along w i t h the 

Petroleum Development and the Chuza Operating w e l l s t h a t 

are referenced i n the cases put together. They were 

d r i l l e d also a t a — several years ago and have, a f t e r a 

few attempts t o t r y t o produce them, been b a s i c a l l y 

abandoned t o neglect. 

The Gonzales and the Quinlan Ranch w e l l s are 

loc a t e d q u i t e a b i t f u r t h e r n o r t h . The Quinlan Ranch w e l l s 

are l o c a t e d a few miles west of Chama, New Mexico, on the 

Quinlan Ranch, and the Gonzales w e l l s are lo c a t e d f u r t h e r 

west on the Gonzales Ranch. These w e l l s were als o d r i l l e d . 

Very l i t t l e attempt was made t o produce them, from what we 
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can t e l l a t the surface, and they have also been blocked 

o f f and abandoned t o neglect. 

Q. Has the r e been any attempt f o r the Gonzales and 

the Quinlan Ranch w e l l s — t o convert them t o water wells? 

A. That subject has come up, and I t h i n k the Quinlan 

Ranch owners have discussed t h i s i n the past. There have 

been other w e l l s on the Quinlan Ranch t h a t have been 

converted t o water w e l l s , and I t h i n k one or two on t h e 

Gonzales Ranch also , and t h a t may not be too d i f f i c u l t . 

The Samantha w e l l s , though, we haven't had any contact on. 

Q. Mr. Chavez, what has been the r e s u l t of your 

e f f o r t s t o get Spur O i l , I nc., t o plug these seven wells? 

A. They have not responded t o any of our 

communications, w r i t t e n communications. Occasionally, 

t h e y ' l l r e t u r n a phone c a l l and say t h a t something w i l l 

occur, but nothing ever happens. 

Q. Now, when you r e f e r t o "they", who are you 

r e f e r r i n g to? Who's your contact w i t h Spur O i l ? 

A. Mr. Fred Shelton, I I I . 

Q. Mr. Chavez, has your D i s t r i c t developed 

recommended plugging procedures f o r these seven wells? 

A. Yes, we have. 

Q. And are they contained i n what has been marked 

OCD E x h i b i t Number 3? 

A. Yes, they are. 

STEVEN T. BRENNER, CCR 
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Q. And are these w e l l s going t o be plugged i n 

approximately the same manner as the Petroleum Development 

Corporation wells? 

A. Yes, they w i l l be. 

Q. Mr. Chavez, does E x h i b i t Number 4 c o n t a i n the 

bond i n f o r m a t i o n regarding the bond f o r Spur O i l , Inc.? 

A. Yes, i t does. 

Q. And i s t h a t a $50,000 surety bond w i t h Old 

Republic Insurance Company? 

A. Yes, i t i s . 

MR. CARROLL: Mr. Examiner, I als o r e f e r you t o 

what has been marked OCD E x h i b i t Number 5. This i s a copy 

of t he n o t i c e t h a t was sent t o Spur O i l , I n c . , Old Republic 

Insurance Company, Fred Shelton, J r . , and Fred Shelton, 

I I I , along w i t h the a f f i d a v i t regarding n o t i c e i n t h i s 

case. 

Q. (By Mr. C a r r o l l ) Mr. Chavez, so a t t h i s time 

you recommend t h a t these seven w e l l s be plugged; i s t h a t 

c o r r e c t ? 

A. Yes, I do. 

Q. And i t i s your b e l i e f t h a t the plugging w i l l 

r e s u l t i n the prevention of waste, 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 and/or the p r o t e c t i o n of f r e s h water, 

p u b l i c h e a l t h and the environment? 

A. Yes, I do. 

STEVEN T. BRENNER, CCR 
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Q. Do the documents contained i n what has been 

marked OCD E x h i b i t s 1 through 5 — are they kept and 

maintained by the OCD i n i t s o r d i n a r y course of business? 

A. Yes, they are. 

Q. Do you have anything else t o add i n t h i s case? 

A. No, I don't. 

MR. CARROLL: Mr. Examiner, I move what has been 

marked OCD E x h i b i t s 1 through 5 i n t o the record. 

EXAMINER STOGNER: Are there any obje c t i o n s ? 

MR. CARR: No o b j e c t i o n . 

MR. PRUCINO: No o b j e c t i o n . 

EXAMINER STOGNER: E x h i b i t s 1 through 5 i n Case 

Number 11,508 w i l l be admitted i n t o evidence a t t h i s time. 

Thank you, Mr. C a r r o l l . 

Mr. Carr, your witness. 

MR. CARR: No questions. 

EXAMINER STOGNER: Mr. Prucino? 

MR. PRUCINO: No questions. 

EXAMINER STOGNER: I ' l l reserve u n t i l l a t e r . 

Mr. C a r r o l l , back t o you. 

DIRECT EXAMINATION 

BY MR. CARROLL: 

Q. Mr. Chavez, i f y o u ' l l d i r e c t your a t t e n t i o n t o 

what has been marked OCD E x h i b i t s 1 through 5 i n Case 

11,509, which i s the case i n v o l v i n g Chuza Operating as the 
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operator, and i t also involves seven w e l l s . 

A. Yes. 

Q. I f I can d i r e c t your a t t e n t i o n t o what has been 

marked E x h i b i t 1, i s t h i s a copy of the l a t e s t round of 

correspondence w i t h Chuza Operating and the insurance 

company, Underwriters Indemnity, regarding the plu g g i n g of 

these seven w e l l s or b r i n g i n g them i n t o OCD compliance? 

A. Yes, i t i s . 

Q. Could you give us a b r i e f h i s t o r y of these seven 

wells? 

A. The h i s t o r y of these i s s i m i l a r t o the other 

w e l l s i n the El Poso Ranch area. Some of these w e l l s were 

o r i g i n a l l y d r i l l e d by SunTex, and some were by Texas Rose 

Petroleum, about the same time p e r i o d . The same t h i n g 

a p p l i e s . There was an attempt t o produce some o i l , w i t h 

very l i t t l e success, and consequently the operators 

abandoned the w e l l s and walked away. 

Q. And a l l seven w e l l s are El Poso Ranch wells? 

A. Yes, they're on the o l d ranch. 

Q. So you haven't gotten any response from your 

r e s u l t s t o get the operator t o do something w i t h these 

wells? 

A. No. Excuse me, I need t o c o r r e c t t h a t . No 

w r i t t e n response. We have had some phone conversations, 

but they have not r e s u l t e d i n any a c t i o n . 
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Q. Mr. Chavez, does OCD E x h i b i t Number 2, A through 

G, c o n t a i n the copies of the w e l l f i l e s f o r these seven 

wells ? 

A. Yes, they do. 

Q. And does E x h i b i t Number 3 co n t a i n the D i s t r i c t -

approved or District-recommended plugging procedures f o r 

these seven wells? 

A. Yes, i t does, and I have t o make a note here. 

The top page on E x h i b i t 3 has a l i s t of e i g h t items on 

t h e r e , and a c t u a l l y only the f i r s t f o u r are i n t h i s group. 

The other items are included — Number 5 i s inclu d e d i n 

E x h i b i t 2. Number 6 i s also — i s included i n E x h i b i t 4. 

Number 7 i s included as — also i n E x h i b i t 2. And the 

l i s t i n g of the w e l l s i s i n E x h i b i t 1. 

So j u s t pay a t t e n t i o n t o the f i r s t f o u r items on 

t h e r e , j u s t what's on t h i s e x h i b i t . 

Q. Mr. Chavez, does E x h i b i t Number 4 c o n t a i n t he 

i n f o r m a t i o n regarding the bond t h a t has been placed by 

Chuza Operating Company through Underwriters Indemnity 

Company w i t h the Divis i o n ? 

A. Yes, i t does. 

Q. And t h i s i s a $50,000 blanket p l u g g i n g bond? 

A. Yes. 

MR. CARROLL: Mr. Examiner, E x h i b i t Number 5 

contains the n o t i c e t h a t was sent t o Chuza Operating, 
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Underwriters Indemnity Company, Fred Shelton, J r . , and Fred 

Shelton, I I I . 

I also o f f e r an a f f i d a v i t of n o t i c e . 

Q. (By Mr. C a r r o l l ) Mr. Chavez, a t t h i s time t o you 

recommend t h a t these seven w e l l s be plugged? 

A. I do. 

Q. And i n your opin i o n w i l l the plugging r e s u l t i n 

the p r e v e n t i o n of waste, 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 and the p r o t e c t i o n of f r e s h water, p u b l i c h e a l t h and 

the environment? 

A. Yes, i t would. 

Q. And are the documents contained i n E x h i b i t s 1 

through 5 maintained by the OCD i n i t s o r d i n a r y course of 

business? 

A. Yes, they are. 

Q. Do you have anything else t o add i n t h i s case? 

A. No, I don't. 

MR. CARROLL: Mr. Examiner, I move what have been 

marked OCD E x h i b i t s 1 through 5 i n t o the record . 

EXAMINER STOGNER: Any objections? 

MR. CARR: No o b j e c t i o n . 

MR. PRUCINO: No o b j e c t i o n . 

EXAMINER STOGNER: E x h i b i t s 1 through 5 i n Case 

11,509 w i l l be admitted i n t o evidence a t t h i s time. 

Thank you, Mr. C a r r o l l . 
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Mr. Carr, your witness. 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Chavez, i f these w e l l s were operated i n 

accordance w i t h OCD r u l e s , you wouldn't be i n t e r e s t e d i n 

seeking the plugging of these w e l l s ; i s n ' t t h a t f a i r t o 

say? 

A. Well, yes, i t ' s our job t o be sure t h a t we can 

produce as much o i l as we can, yes. 

Q. And those r u l e s include, i f a w e l l stays 

t e m p o r a r i l y or i s abandoned f o r a c e r t a i n p e r i o d of time, 

t h a t the operator do c e r t a i n t h i n g s i f they want t o 

maintain t h a t w e l l i n an abandoned s t a t u s ; i s t h a t c o r r e c t ? 

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

Q. Those are set out i n Rule 2 02; i s t h a t f a i r ? 

A. Yes. 

Q. There would have t o be c e r t a i n work done on the 

w e l l and also a we l l - p l u g g i n g bond posted; i s t h a t r i g h t ? 

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

Q. I f t h a t was done, i f these w e l l s were brought 

i n t o compliance w i t h Rule 2 02, the D i v i s i o n would not then 

be seeking plugging of them; i s t h a t r i g h t ? 

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

Q. To comply w i t h 202, c e r t a i n t h i n g s would have t o 

be done t o the w e l l b o r e ; i s n ' t t h a t r i g h t ? 
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A. Yes, sir. 

Q. And there would be c e r t a i n costs i n terms of 

s e t t i n g a plug and t e s t i n g i t and ensuring b a s i c a l l y the 

i n t e g r i t y of the wellb o r e ; i s n ' t t h a t r i g h t ? 

A. That i s c o r r e c t . 

Q. I t wouldn't be prudent i n terms of j u s t t he costs 

i n v o l v e d t o go out and put the w e l l i n compliance w i t h Rule 

2 02, say today, and then 9 0 days from today p l u g t h a t w e l l , 

would i t ? 

A. No, no. 

Q. I t would be a d u p l i c a t i o n or a waste of cost, 

would i t not? 

A. That i s c o r r e c t . 

Q. I f a w e l l , i n f a c t , i s going t o be plugged, 

what's needed i s t h a t we a c t u a l l y get on a time schedule 

and get the w e l l plugged; i s n ' t t h a t what you're r e a l l y 

seeking? 

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

MR. CARR: That's a l l I have. 

EXAMINER STOGNER: Thank you, Mr. Carr. 

Mr. Prucino? 

MR. PRUCINO: No questions. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Chavez, where roughly are a l l these w e l l s 
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located? Are they i n one general area? 

A. Yes, they are, except f o r the Gonzales and the 

Quinlan w e l l s , the Samantha, the w e l l s — these operators 

are l o c a t e d on the Old El Poso Ranch, which i s j u s t — the 

entrance t o t h i s area would be about a h a l f a m i l e t o a 

mi l e west of El Vado Lake i n an area c a l l e d — through a 

canyon t h a t ' s c a l l e d Puerta Grande. I t i s an a l p i n e - t y p e 

area, a coniferous f o r e s t area, a l o t of w i l d l i f e . I t ' s 

r a t h e r remote, and i t ' s not near — not r e a l l y near any 

other p r o d u c t i o n . 

Q. Because i t ' s so remote and not near p r o d u c t i o n , 

i t ' s i mperative t h a t once I guess your o f f i c e gets a r i g 

out t h e r e , ready t o s t a r t plugging any of these w e l l s , i t ' s 

imperative f o r money savings t h a t we plug them a l l . When I 

say "we", your o f f i c e of the OCD. 

A. Those t h a t are t o be plugged should be plugged as 

a group, yes. I t saves a l o t on t r a n s p o r t a t i o n costs 

because of the distance t o plugging s e r v i c e s . 

Not only t h a t , because t h i s area i s a p r i v a t e l y 

owned area, t h e r e are — we t r y t o work w i t h the land 

owner, who — g e n e r a l l y , when they're out i n t h i s area they 

want t o schedule p r i v a t e hunts, s t a r t i n g i n September, so 

we t r y t o get a c t i v i t i e s completed before September when 

the h u n t i n g season s t a r t s i n t h a t area. 

Q. Also, t h a t brings me up t o my next q u e s t i o n . Who 
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is the land owner now, the surface owner? And has that 

changed since these w e l l s were d r i l l e d ? 

A. Yes, i t has changed since i t ' s d r i l l e d . The 

surface land owner now i s the J i c a r i l l a t r i b e . They own 

the land i n fee. 

Q. On a l l of the wells? 

A. A l l except f o r the Samantha and the Quinlan 

w e l l s . 

Q. Okay. Now, those w e l l s i n which they now own the 

surface r i g h t s , i f an operator was t o get approval t o d r i l l 

i n those areas, how would the plugging — would the 

plugging bond be d i f f e r e n t ? How would the t r i b a l 

government enter i n t o t h i s p i c t u r e now? 

A. I don't know. There are some issues t h e r e 

where — w i t h the land owner being a t r i b e as t o how they 

want t o put any requirements on any a c t i v i t y under an o i l 

and gas lease t h a t they don't own. 

But as f a r as our bonding requirements, we 

wouldn't change anything f o r ourselves. 

Q. But i t could be s i g n i f i c a n t l y d i f f e r e n t now than 

what i t was whenever a n o n t r i b a l e n t i t y owned the surface 

r i g h t s ? 

A. Yes, i t could be. 

EXAMINER STOGNER: I have no other questions of 

t h i s witness. 
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Mr. Carr? 

MR. CARR: No f u r t h e r questions. 

EXAMINER STOGNER: Mr. Prucino? 

MR. PRUCINO: No f u r t h e r questions. 

EXAMINER STOGNER: Mr. C a r r o l l ? 

MR. CARROLL: No other questions. I do have a 

couple of requests of the Examiner. 

MR. CARR: Mr. Examiner, I also have a statement, 

whenever i t would be appropriate. 

EXAMINER STOGNER: Okay, I ' l l take statements 

from Mr. Carr and Mr. Prucino — 

MR. CARROLL: My statement goes — 

EXAMINER STOGNER: Okay, l e t ' s hear your 

statement f i r s t . 

MR. CARROLL: The D i v i s i o n i s aware t h a t t h e r e 

are v a r i o u s n e g o t i a t i o n s going on t o t r y t o b r i n g these 

w e l l s back on t o production or i n t o compliance w i t h OCD 

r u l e s , and the D i v i s i o n requests t h a t the Examiner a l l o w a 

90-day p e r i o d i n each of these cases, and we would request 

t h a t t h i s 90-day pe r i o d be drop-dead date, a t the end of 90 

days i f the w e l l s aren't plugged or aren't brought back 

onto p r o d u c t i o n or i n t o compliance w i t h OCD r u l e s , t h a t 

they be ordered plugged a t t h a t time. 

We would also request t h a t w r i t t e n r e p o r t s be 

submitted by the operators or the people t r y i n g t o 
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n e g o t i a t e the purchase or t r a n s f e r the o p e r a t o r s h i p of 

these w e l l s a t the end of 3 0 days and 60 days and t h a t 

those r e p o r t s be f i l e d w i t h Frank Chavez, of our Aztec 

D i s t r i c t O f f i c e , and t h a t i f those r e p o r t s aren't f i l e d , we 

can also order those w e l l s plugged a t the end o f 3 0 days or 

60 days. 

That's a l l I have f o r a request a t t h i s time. 

EXAMINER STOGNER: That would be w r i t t e n r e p o r t s 

from the c u r r e n t operators, or anybody wanting t o be 

operator? 

MR. CARROLL: Anybody wanting t o be operator or 

the c u r r e n t operator. 

EXAMINER STOGNER: Okay. Thank you, Mr. C a r r o l l . 

Mr. Carr? 

MR. CARR: Mr. Stogner, b a s i c a l l y the proposal 

t h a t has been o u t l i n e d by Mr. C a r r o l l i s c o n s i s t e n t w i t h 

what I was going t o request. As the Examiner i s probably 

aware, f o u r weeks ago Mr. Prucino and I met w i t h 

r e p r e s e n t a t i v e s of the OCD, and we explained a t t h a t time 

t h a t Mr. Prucino's c l i e n t s were i n t e r e s t e d i n going forward 

w i t h an e f f o r t t o r e t u r n the w e l l s t o pro d u c t i o n . 

My r o l e i n t h i s i s r e a l l y as r e p r e s e n t a t i v e of 

Chuza Petroleum Development Corporation, and i f what Mr. 

Prucino i s attempting t o do i s successful, those w e l l s may 

be t r a n s f e r r e d t o him, and then the r e s p o n s i b i l i t y would 
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r e s t w i t h t h e i r new company. 

But our s i t u a t i o n has been s u b s t a n t i a l l y 

complicated by the f a c t t h a t as t o Chuza we have been i n a 

di s p u t e w i t h Mr. Shelton t h a t r e s u l t e d i n l i t i g a t i o n which 

was s e t t l e d . 

Pursuant t o t h a t settlement, we executed C-104s 

and d e l i v e r e d them t o Mr. Shelton. And i f we were put i n a 

p o s i t i o n of going out and t r y i n g t o plug the w e l l s r i g h t 

now, we're concerned t h a t we would be g e t t i n g i n t o a 

p o s i t i o n where we might be i n breach of our settlement 

agreement, and i t ' s not your — but i t i s a problem t h a t 

has complicated what we have been able t o do w i t h you. 

We have been e v a l u a t i n g where we stand i n terms 

of our f i n a n c i a l a b i l i t y t o post i n d i v i d u a l bonds. We are 

of the o p i n i o n , Chuza, t h a t those bonds can be posted, 

i n d i v i d u a l w e l l bonds, w i t h i n 90 days. 

The question of who i s a c t u a l l y r esponsible under 

t h a t settlement f o r operation i s not c l e a r now, but we 

b e l i e v e t h a t can be resolved, and we want t o commit t o you 

t h a t as t o the w e l l s t h a t Chuza operates and as t o the 

w e l l s t h a t Petroleum Development Corporation operates, t h a t 

we can and w i l l re-apply on a 3 0-day i n t e r v a l t o you. We 

w i l l , a t the end of 90 days, be i n a p o s i t i o n t o e i t h e r 

abide by a plugging order t h a t recognizes you t o do what 

you need t o keep t h i s t h i n g going, or we w i l l be able t o 
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put the w e l l s i n compliance w i t h Rule 202. 

EXAMINER STOGNER: Thank you, Mr. Carr. 

Mr. Prucino? 

MR. PRUCINO: Mr. Examiner, as Mr. Chavez has 

t e s t i f i e d , and you are aware, the surface r i g h t s of the 

pr o p e r t y i n question are now owned by the J i c a r i l l a Apache 

t r i b e , and as you noted, t h a t can cause u n c e r t a i n t i e s , more 

a d m i n i s t r a t i v e procedures t o be fo l l o w e d . 

Our c l i e n t s , who are two new e n t i t i e s — one 

would be an ownership e n t i t y , and Kachina Production, whom 

I have entered an appearance f o r today, w i l l be an 

ope r a t i n g e n t i t y — are c u r r e n t l y d e a l i n g w i t h both BIA and 

the J i c a r i l l a Apaches regarding the steps t h a t must be 

taken before we can move on s i t e and take over those w e l l s . 

Issues such as environmental impact, surface 

r i g h t of way being granted, a r c h e o l o g i c a l s t u d i e s , have a l l 

been s t u d i e d and addressed. I n f a c t , a t the Apache 

J i c a r i l l a s ' A p r i l 30th monthly meeting, t h e i r O i l and 

Minera l Committee, our c l i e n t , through Daggett, I n c . , out 

of Farmington, made a pr e s e n t a t i o n t o both the O i l and 

Mine r a l Committee of the J i c a r i l l a Apaches and o f f i c e r s of 

the BIA who were i n attendance, a t which meeting several of 

these issues were discussed. 

The c u r r e n t plan i s f o r an environmental study 

and an a r c h e o l o g i c a l study t o be performed, most l i k e l y 
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w i t h i n the next month, and i t w i l l be presented t o the 

J i c a r i l l a Committee a t i t s next monthly meeting, which w i l l 

be t he end of May, s h o r t l y t h e r e a f t e r , and p o s s i b l y as l a t e 

as the Committee's June meeting. We would hope t o recei v e 

approvals of a l l r e p o r t s t h a t are submitted and any grant 

of r i g h t of way t h a t might be necessary f o r the c l i e n t s ' 

use of the surface r i g h t s i n the e x i s t i n g roads on the 

J i c a r i l l a p r o p e rty. 

Because of t h a t t i m i n g , I guess our c l i e n t has 

some concern w i t h an absolute drop-dead date. I c e r t a i n l y 

have no problems s u b m i t t i n g 3 0- and 60-day r e p o r t s . I 

t h i n k t h a t i s appropriate. 

I would ask the Examiner t o consider the nature 

and content of those r e p o r t s , i n determining whether a t the 

end of 90 days t h a t w i l l be deemed a drop-dead date, and 

simply ask t h a t some leniency be granted i f i t appears t h a t 

i n t he immediate f u t u r e , f o r example, d r i l l i n g w i l l be 

commenced, but because of requirements of the J i c a r i l l a s or 

BIA, those a c t i o n s cannot be taken immediately on t h a t 90th 

day. 

My c l i e n t s c e r t a i n l y hope t h a t the 90-day p e r i o d 

can be s a t i s f i e d , but i f i t t u r n s i n t o a 100-day p e r i o d 

because of dealings w i t h these agencies, we would c e r t a i n l y 

l i k e t o be able t o complete the process. 

EXAMINER STOGNER: Thank you, Mr. Prucino. 
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Does anybody else have anything f u r t h e r i n these 

matters? 

I f not, then Cases Numbers 11,507, 11,508 and 

11,509 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

1:25 p.m.) 
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