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STATE OF NEK' MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

13 February 1985 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Stevens Operating CASE 
Corporation f o r compulsory p o o l i n g , 8475 
Chaves County, New Mexico. 

BEFORE Michael E. Stogner, Examiner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E 

'or the O i l Conservation 
D i v i s i o n : 

J e f f Taylor 
Attorney a t Law 
Legal Counsel t o the D i v i s i o n 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 8 7 501 

For Stevens Oper, 
Co: Ernest L. P a d i l l a 

Attorney a t Law 
P. 0. Box 2523 
Santa Fe, New Mexico 8 7 501 
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A P P E A R A N C E S 

For TXO: W. Thomas K e l l a h i n 
Attorney at Law 
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I N D E X 

VvILBUR WILSON 

D i r e c t E x a m i n a t i o n by Mr . P a d i l l a 5 

Cross Examination by Mr. K e l l a h i n 15 

Cross Examination by Mr. Stogner 20 

VICKY CAMACHO 

Di r e c t Examination by Mr. P a d i l l a 21 

Cross Examination by Mr. K e l l a h i n 26 

Cross Examination by Mr. Stogner 28 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

3 

D E X 

WILBUR WILSON 

Recross Examination by Mr. Stogner 

Recross Examination by Mr. K e l l a h i n 

Redirect Examination by Mr. P a d i l l a 

29 

32 

E X H I B I T S 

Stevens E x h i b i t One, Land P l a t 

Stevens E x h i b i t Two, Survey 

Stevens E x h i b i t Three, Log 

Stevens E x h i b i t Four, Log 

Stevens E x h i b i t Five, Log Analysis 

Stevens Exhibit: Six, L e t t e r 

Stevens E x h i b i t Seven, L e t t e r 

5 

9 

12 

12 

13 

24 

24 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

MR. STOGNER: C a l l nex t Case 

Number 8 475. 

MR. TAYLOR: The a p p l i c a t i o n of 

Stevens Operating Corporation f o r compulsory p o o l i n g , Chaves 

County, New Mexico. 

MR. PADILLA: Mr. Examiner, Er­

nest L. P a d i l l a , Santa Fe, New Mexico, f o r the a p p l i c a n t i n 

t h i s case. 

I have two witnesses to be 

sworn. 

MR. STOGNER: Are there any 

other appearances i n t h i s matter? 

MR. KELLAHIN: Mr. Examiner, 

I'm Tom K e l l a h i n of Santa Fe, New Mexico, appearing on be­

h a l f of TXO Production Corporation. 

MR. STOGNER: Mr. K e l l a h i n , do 

you have any witnesses? 

MR. KELLAHIN: No, s i r . 

MR. STOGNER: w i l l a l l w i t ­

nesses i n t h i s case please stand and be sworn? 

(Witnesses sworn.) 

WILBUR WILSON, 

being c a l l e d as a witness and being duly sworn upon his 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 
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DIRECT EXAMINATION 

BY MR. PADILLA: 

Q Mr. Wilson, f o r the record would you 

please s t a t e your name and by whom you're employed? 

A My name, i s Wilbur Viii son and I'm a geolo­

g i s t employed by Stevens Operating Corporation i n Roswell, 

Nev/ Mexico. 

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

O i l Conservation D i v i s i o n and had your c r e d e n t i a l s accepted 

as a matter of record? 

A Yes, s i r . 

Q w i l l you b r i e f l y t e l l us what the purpose 

of the hearing i s today? 

A Yes. This i s -- the purpose of the hear­

ing i s a compulsory pooling hearing w i t h regards to the 

d r i l l i n g of the Stevens Operating Corporation Huber State 

No . 1 . 

MR. PADILLA: Mr. Examiner, are 

the witness' q u a l i f i c a t i o n s acceptable? 

MR. STOGNER: I f there are no 

ob j e c t i o n s , Mr. Wilson i s so q u a l i f i e d . 

Q Mr. Wilson, l e t ' s r e f e r to what we have 

marked as Applicant's E x h i b i t Number One and have you t e l l 

us what t h a t i s and i d e n t i f y v/hat i t contains f o r the Exami­

ner . 

A E x h i b i t Number One i s a map showing the 
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w e l l s i n the general v i c i n i t y of the proposed Huber State 

Mo. 1, which i s located i n Section 16 of 8 South, 29 East, 

which i s i n the northeast quadrant of t h i s map. 

The map represents four townships sur­

rounding the p r i n c i p a l San Andres f i e l d i n the area, which 

is the Twin Lakes San Andres. 

The o i l w e l l s , as w e l l as the P & A w e l l s 

t h a t have no c o l o r on them, represent simply San Andres pro­

ducing w e l l s or San Andres dry holes. 

The w e l l s c i r c l e d i n green are w e l l s 

which have been d r i l l e d deeper than the San Andres. 

The red c i r c l e d w e l l s are San Andres d i s ­

covery w e l l s . 

And the pink are w e l l s which have been 

d r i l l e d t o a depth shallower than the San Andres and the 

yellow are deep w e l l s which are producing from a horizon be­

low the San Andres. 

And also shown, i f y o u ' l l note around, 

there's a dashed l i n e around the Twin Lakes F i e l d , the Red 

Lake Ridge F i e l d and the Bullseye F i e l d , and these are rhe 

-- my i n t e r p r e t a t i o n of the approximate l i m i t s of the f i e l d , 

as w e l l as those wells w i t h i n the l i n e , t h a t , even though 

they are dry holes, would be considered a development we 11 

r a t h e r than a w i l d c a t w e l l . 

Q T e l l us g e n e r a l l y where the proposed w e l l 

i s located and i t s r e l a t i o n to the c l o s e s t f i e l d . 

A The proposed l o c a t i o n of the Huber State 
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i n the southeast of the southwest of 16 of 8, 29, i s o f f s e t 

to the south by the Stevens Operating Corporation No. 1. Red 

Lake Ridge. 

Now t h i s w e l l was d r i l l e d to 8530 f e e t i n 

the Fusselman and i t was plugged back and completed w i t h a 

CAOF of 5378 mcf out of the Atoka, and the w e l l has since 

been t e m p o r a r i l y abandoned. 

Two l o c a t i o n s to the east the dry hole 

t h a t you see on the map represents the Aztec Amoco State No. 

1, which i s a 3000-foot San Andres dry hole. 

The log analysis of these two w e l l s i n d i ­

cates t h a t the Amoco State Well t o the east has a 2-foot 

zone i n the P-l p o r o s i t y zone of the San Andres, wM"~;h ' "as 7 

percent p o r o s i t y ciix; 6 6 p<--ri "•• --n'" wat <->.- . 

The-' well to the sr,uth, the Stevens Oper­

a t i n g Corporation Red Lake Ridge Well, i s i n d i c a t i v e of a 

high water cut should -- should we attempt t o complete from 

the San Andres. 

Using a 5 percent cut o f " on th. i t ve3 1 

there are four zones which have higher than 5 percent poro­

s i t y . Tne p r o d u c t i v i t y r a t i o index on t h a t w e l l ranges from 

a .065 i n the lower p a r t of the P-l zone to a .033 i n the 

upper p a r t , which would be i n d i c a t i v e of mostly water pro­

duction i n t h a t w e l l . 

Q Now how many l o c a t i o n s away -- w e l l , 

f i r s t of a l l l e t me ask you, what i s the exact l o c a t i o n of 

the -- of the w e l l and what i s the proposed p r o r a t i o n u n i t 
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t h a t you want t o dedicate to the well? 

A The exact l o c a t i o n of the w e l l i s 660 

fe e t from the south, 1980 f e e t from the west, of Section 16, 

Township 8 South, 29 East. 

Q And the p r o r a t i o n u n i t ? 

A The p r o r a t i o n u n i t would represent. 40 ac­

res, which would be the southeast of the southwest of that-

sec t i o n . 

Q And what i s the proposed depth of the 

we 11 ? 

A 3 00 0 f e e t . 

Q And i t would be t o the San Andres forma­

t i o n ? 

A I t would d r i l l through the San Andres and 

t e s t the San Andres P-l zone. 

Q What would be the approximate cost f o r 

d r i l l i n g the well? 

A The approximate dry hole cost would be 

$91,230 and the estimated completed w e l l cost would be 

$167,793. 

Q Does t h a t -- are those costs reasonable 

w e l l costs f o r a San Andres w e l l i n t h a t area? 

A Yes, they are. 

Q Does Stevens Operating Corporation have 

considerable experience i n d r i l l i n g San Andres wells i n the 

area ? 

A Yes, I would say we've got more exper-
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ience i n the area than anybody. 

Q Let me t e m p o r a r i l y r e f e r you to what we 

have marked as E x h i b i t Number Two and have you i d e n t i f y 

tha t . 

A E x h i b i t Number Two i s a copy of the l a t ­

est 1984 Ernst and Winney Survey of combined f i x e d rates and 

overhead charges f o r o i l and gas producers i n west Texas and 

eastern New Mexico. 

0 Does t h a t e x h i b i t r e f l e c t . overhead 

charges t h a t are reasonable f o r the area f o r a San Andres 

we 11? 

A Yes, they do. 

Q Have you r e c e n t l y made a study of your 

own overhead charges and -- i n r e l a t i o n to what Ernst and 

'Winney has published i n i t s p u b l i c a t i o n ? 

A Yes, we have. We've made a study through 

the Twin Lakes F i e l d , as wel1 as the Red Lake Ridge F i e l d , 

and we f i n d t h a t the $325 per month r a t e i s very f a i r . 

C Okay. Let rne go back t o E x h i b i t Number 

One and have you give us a b r i e f h i s t o r y of the area repre­

sented by your e x h i b i t . 

A We are pr e s e n t l y -- I might add, the only 

r e a l a c t i v i t y i n the area r i g h t now i s represented i n what 

i s c a l l e d the Red Lake Ridge F i e l d , which i s i n Section 21 

and 2 8 of 8, 29. 

We are p r e s e n t l y operating t h i s f i e l d . 
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Q When you say "we" does t h a t mean Stevens 

Operating Corporation? 

A Yes. 

Q Okay. 

A We have d r i l l e d , we have p r e s e n t l y i n the 

f i e l d four o i l producers, two t e m p o r a r i l y abandoned w e l l s , 

and one P & A we 11, The discovery w e l l i s pre s e n t l y pro­

ducing 73 b a r r e l s of o i l and 31 b a r r e l s of water. 

Now we r e c e n t l y completed the LLL-2, 

v;hich i s making 9 b a r r e l s of o i l and 9 b a r r e l s of water, and 

the remaining other two w e l l s are producing 44 b a r r e l s of 

o i l and 205 b a r r e l s of water and 26 b a r r e l s of o i l and 276 

b a r r e l s of water, r e s p e c t i v e l y . 

Q How -- how does t h a t a f f e c t the r i s k of 

trie proposed well? 

A Well, i t increases the r i s k considerably 

since we are looking at a considerable expense of g e t t i n g 

r i d of a l o t of water. 

Q You hope you don't have t o produce water 

from t h a t w e l l , i s t h a t --

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

Q T e l l us something now about the w i l d c a t 

wells outside the f i e l d s , as shown on E x h i b i t Number One. 

A Now outside of the dashed l i n e of the 

Twin Lakes O i l F i e l d there's been 48 San Andres wi l d c a t s 

d r i l l e d . Now hiese are we l l s t h a t are were s t r i c t l y 

d r i l l e d to t e s t the San Andres; there are 4 8 w e l l s . 
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Really only two of then; have found any-

thi n g of s i g n i f i c a n c e . The Ralph Nix Union Happy, which 

is the wel] colored i n red i n Section 1 of 8, ?B, i s prob­

ably the most s i g n i f i c a n t discovery out of the 48 we l l s 

which were d r i l l e d . 

This f i e l d p r e s e n t l y support?! 1.9 o i l pro­

ducers and two dry holes. The cumulative production through 

J983 f o r those 19 w e l l s i s 149,894 b a r r e l s of o i l ; however, 

one of these wells i n the f i e l d , one of the wells i n the 

f i e l d has produced 5 7,46? of t h a t t o t a l . 

So i f you take the remaining w e l l s and 

you average the remaining production, you're t a l k i n g about a 

cumulative through '83 of only 5135 b a r r e l s of o i l per w e l l . 

Now when you get over i n t o the -- I've 

b r i e f l y discussed the Red Lake Ridge, which to dat» c e r t a i n ­

ly doesn't look l i k e i t ' s going to be near the f i e l d rru:t 

the Bullseye F i e l d i s , p r i m a r i l y because of lower production 

r a t e s a nd high e r wa t e r pe r c ent ag e s. 

Q Mr. Wilson, do you have anything f u r t h e r 

to t e s t i f y concerning E x h i b i t Number One? 

A w e l l , I would l i k e to p o i n t out that the 

Twin Lakes F i e l d , which represents the major San Andres 

F i e l d i n the area, was not discovered by d r i l l i n g the San 

Andres w i l d c a t . I t was discovered by a plugback of a deeper 

f i e l d i n the old Twin Lakes Devonian F i e l d , so the s t a t i s ­

t i c s of one or two disc o v e r i e s out of 48 w i l d c a t s i s exclud-

ing the Twi.n Lakes deveiopment, which I f e e l does not be 1 ong 
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1 2 

i n these s t a t i s t i c s because i t was n o t found by a c t u a l l y 

w i l d c a t d r i l l i n g f o r San Andres. 

Q I s the proposed l o c a t i o n a w i l d c a t l o c a ­

t i o n ? 

A Yes, i t i s . 

Q L e t ' s move on t o E x h i b i t Number Three and 

have you t e i l us what t h a t i s . 

A E x h i b i t Number Three i s t h e l o g on t h o 

east o f f s e t t o t h e s u b j e c t w e l l . This i s a compensated den­

s i t y l o g on the Aztec Amoco S t a t e No. 1. I have marked on 

t . i i s the top o f the P - I , and y o u ' l l note the — t h e two f o o t 

i n t e r v a l i n the lower p a r t o f t h e P - l , which i s 7 p e r c e n t 

p o r c s i t y and 66 p e r c e n t w a t e r , and you w i l l a l s o note t h a t 

a l l o f the p o r o s i t y above t h a t zone i n t h e P-l has about 3 

p e r c e n t p o r o s i t y above t h a t zone i n t h e P-l has about 3 p e r ­

c e n t p o r o s i t y , and assuming a 5 p e r c e n t c u t o f f , you c o u l d 

c o n s i d e r t h a t as being n o n p r o d u c t i v e . 

Q Okay, l e t ' s go on t o the E x h i b i t Number 

Four and t e l l us what t h a t i s and what i t c o n t a i n s . 

A The E x h i b i t Number Four i s a compensated 

n e u t r o n l i t h o d e n s i t y l o g on t h e Stevens O p e r a t i n g Corpora­

t i o n Red Lake Ridge No. 1, which i s the d i r e c t south o f f s e t 

to the Huber S t a t e . I t shows t h e P-l p o r o s i t y zone, the P-2 

p o r o s i t y zone, and the P-3 p o r o s i t y zone. 

•": I n terms or octet*:.!-- . : -

two logs as shown by E x h i b i t s Three and Four i n d i c a t e ' ' 

A A l o g a n a l y s i s o f b o t h o f the w e l l s would 
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i n d i c a t e t h a t should we be successful i n the Huber State, 

th a t we v/ould probably be producing a considerable --- con­

siderable amount of water along w i t h any o i l production t h a t 

we might f i n d . 

n Have you prepared a log analysis of the 

two logs? 

A Yes, I have. 

Q Is that what we have marked as E x h i b i t 

Number Five? 

A Yes, s i r , E x h i b i t Five i s a we l l log ana­

l y s i s of the Red Lake Ridge Wel1. 

Q Explain to the Examiner what E x h i b i t Num­

ber Five shows. 

A E x h i b i t Number Five shows t h a t the pos­

s i b i l i t y e x i s t s at 2892 on t h a t , i f y o u ' l l look i n the f a r 

r i g h t column under t h a t PRI , l e t me b r i e f l y e xplain what, 

that, productive r a t i o index i s and how i t ' s a r r i v e d a t . 

I t ' s a way of handling carbonate reser­

v o i r s when you have a secondary p o r o s i t y , which we have 

here, and t h i s i s i n d i c a t e d by the d i f f e r e n c e i n the p o r o s i ­

t i e s t h a t the CNL-FDC determines from the sonic log. In 

other words, the -- i t w i l 1 show a higher p o r o s i t y because 

i t i s measuring t o t a l p o r o s i t y where the sonic log i s only 

measuring matrix p o r o s i t y . 

The p r o d u c t i v i t y r a t i o index i s the pro­

duct, of the water s a t u r a t i o n as determined using the CNL-FDC 

po r o s i t y times the p o r o s i t y of the sonic log. That, i s 
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14 

t h a t ' s represented by the p r o d u c t i v i t y r a t i o index. 

Mow what i t means i s t h a t anything be­

tween -- up to -- or lower than, excuse, lower than .02 w i l l 

be probably 100 percent o i l p r o d u c t i v e . Between .02 and .04 

w i l l have a mixture of o i l and water, and anything greater 

than .04 w i l l probably be 100 percent water production. 

So y o u ' l l note on t h a t log analysis t h a t 

there i s r e a l l y only one zone, the 2892, would be — would 

i n d i c a t e probably a 50/50 o i l and water and everything below 

that would probably be 100 percent water. 

Q I n terms of the proposed l o c a t i o n , -what 

does the log analysis show us? 

A The log analysis shows us t h a t f o r one 

t h i n g i t ' s a high r i s k l o c a t i o n , and t h a t should i t be suc­

cessful we're probably going t o be dealing w i t h considerable 

water. 

Q Do you have a recommendation as to the 

r i s k f a c t o r to be assessed by the D i v i s i o n should i t decide 

to grant Stevens' a p p l i c a t i o n ? 

A Yes, I do. I t h i n k t h a t the — the s t a ­

t i s t i c s of the r i s k of w i l d c a t d r i l l i n g i n the area i n com­

b i n a t i o n w i t h the p r o x i m i t y of w e l l s which have a very high 

water cut would i n d i c a t e t h a t the maximum penalty should be 

assigned to any nonjoinder p a r t i e s t h a t would be subject to 

t n i s d r i l l i n g of t h i s w e l l . 

Q Do you b e l i e v e t o be -- t h a t t h i s a p p l i ­

c a t i o n i s i n the best i n t e r e s t of conservation of o i l and 
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ga« : 

A Yes, I do. 

Q Do you have anything f u r t h e r t o add to 

your testimony? 

A No, s i r . 

MR. PADILLA: Pass the witness 

fo r cross examination, Mr. Examiner. 

MR. STOGNER: Mr. K e l l a h i n , 

your witness. 

MR. PADILLA: we 1d o f f e r Exhi­

b i t s One through Five, Mr. Examiner. 

MR. STOGNER: Yeah, I guess you 

should do t h a t . 

I f there are no o b j e c t i o n s , Ex­

h i b i t s One through Five w i l 1 be admitted i n t o evidence at. 

t h i s time. 

CROSS EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. tvi 1 son, i f y o u ' l l use E x h i b i t Number 

One f o r me, s i r . 

A Yes, s i r . 

Q Can you i d e n t i f y f o r me what the newest 

producing San Andres wel] i s t h a t Stevens Operating Corpora­

t i o n has i n the area? 

A Yes, s i r , i t i s i n the -- i n Section 21 

of 8, 29. I t i s the northeast c f the northwest, That i s 
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the LLL Ko. 2. 

Q That's the one w i t h the ye 1 lov/ c i r c l e ? 

A No, no. I t ' s i n the northeast of the 

southwest. 

Q I'm s o r r y , northeast southwest. 

A Yes, s i r . 

Q That's the LLI, — 

A LLL No. 2. 

Q -- No. 2. A l l r i g h t . And when was t h a t 

we 11 comp1eted ? 

A I don't have the completion date here. 

I t ' s probably been i n the l a s t couple of weeks. 

Q A l l r i g h t , s i r , and what i s t h a t w e l l po­

t e n t i a l e d for? 

A I t i s pr e s e n t l y making 9 b a r r e l s of o i l 

ana 9 b a r r e l s of water. 

Q Is the proposed w e l l t h a t you intend to 

d r i l l i n 16 a w e l l s i m i l a r to the LLL No. 2 Well i n 21 i n 

terms of i t s costs and the methods f o r completion? 

A Yes. 

Q A l l r i g h t , and what were the costs on 

th a t well? 

A Oh, those w e l l s are running p r e t t y close 

-- w e l l , I would say, a c t u a l l y , the estimated completion 

costs t h a t I have given you on the Huber State nave been 

taken from our -- from t h a t f i e l d r i g h t there. 

Q A l l r i g h t , s i r , and t h a t was the $91,000-
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plus dry hole cost. 

A Yes, s i r . 

C Do you have an itemized schedule of e s t i ­

mated w e l l costs f o r the proposed w e l l ? 

I d i d n ' t see t h a t as one of your e x h i ­

b i t s . 

A Mo. No, s i r , we don't. 

Q A l l r i g h t . 

A We can sure get i t f o r you. 

C Did the LLL No. 2 Well i n Section 21 r e ­

qui r e t h a t Stevens Operating Corporation have other work ing 

i n t e r e s t partners? 

A Yes. 

Q What were the overhead charges used i n 

the d r i l l i n g of t h a t w e l l , Mr. Wilson? 

A They are the $325 f i g u r e t h a t we see 

here. We f e e l t h a t i s very --

Q A l l r i g h t , the $325 f i g u r e — 

A Yes. 

Q -- i n the proposed w e l l i s taken from the 

LLL No. 2 Wel1. 

And what i s the -- the $325 i s the pro­

ducing well r a t e . What i s the; d r i l l i n g w e l l rate? 

A $2905. 

Q S u b s t a n t i a l l y a l l of your testimony, Mr. 

Wilson, at l e a s t gave me the impression as to why not to 

d r i l l t h i s l o c a t i o n . Can you t e l l me why you propose to 
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d r i l l t h i s l o c a t i o n i n l i g h t of the magnitude of r i s k t h a t 

you t a l k e d about? 

A Well, we do f e e l t h a t there i s a consid­

erable area i n the north of fhe Fed Lake Ridge Well, which 

tne Huber State i s one of them, there i s an area of untested 

area . 

Our experience i n the San Andres has 

shown t h a t i n many cases we have o f f s e t w e l l s t h a t don't 

look too good and we get a p r e t t y good w e l l . 

We would l i k e to hope t h a t t h i s may be 

the p o s s i b i l i t y although you could say we may be f l y i n g i n 

the face of some bad v i b r a t i o n s but we do fee] t h a t there i s 

a p o s s i b i l i t y . As we go north here, we could p o s s i b l y cet 

i n t o some b e t t e r production. 

Q Is there a s t r u c t u r a l reason to j u s t i f y 

tne l o c a t i o n ? 

A We f e e l t h a t the w e l l i s s t r u c t u r a l l y 

higher to the wells down i n the Red Lake Ridge F i e l d , which 

could o f f e r a b e t t e r p o s s i b i l i t y f o r some b e t t e r production. 

Q How many w e l l s , approximately, does Ste­

vens Operating Corporation operate i n the San Andres area? 

A Presently the only w e l l s t h a t are oper­

a t i n g are those i n the Red Lake Ridge F i e l d now. 

Q And you had f o u r , I believe? 

A Yes. 

Q Of the we l l s i n the Red Lake Ridge San 

Andres F i e l d , how many of those welIs were dry holes on 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

19 

d r i 1 1 ing? 

A Two -- or one, excuse me, one d r y h o l e . 

Q How many a t t e m p t e d w e l l s have you d r i l l e d 

i n t h a t f i e l d ? Would i t be f i v e ? 

A No, t h e r e ' s e i g h t . 

Q E i g h t , a l l r i g h t , you've g o t f o u r p r o ­

ducing w e l l s , one d r y h o l e , and what are the --

A we have f o u r p r o d u c e r s / one d r y h o l e , and 

two t e m p o r a r i l y abandoned. 

Q Why are the two w e l l s t e m p o r a r i l y aban­

doned? 

A There was v e r y low o i l p r o d u c t i o n and 

v e r y h i g h water p r o d u c t i o n . 

0 What do you do w i t h your produced water? 

A There i s a r a n c h e r , A. L. Dougherty, o u t 

there. He has a s a l t water d i s p o s a l — 

We are p a y i n g him t o di s p o s e o f the 

wa t e r . 

C Can you t e l 1 me a p p r o x i m a t e l y where t h e 

d i s p o s a l w e l l i s ? 

A He has a d i s p o s a l system and the water i s 

put i n a lak e o u t t h e r e . 

Q A l l r i g h t . Have you had any conversa­

t i o n s or c o n t a c t s w i t h anv o f TXO P r o d u c t i o n C o r o o r a t i o n ' s 

personne 

M y s e l f , no, s i r , I have not. 
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Q A l l r i g h t , s i r . No f u r t h e r questions. 

Thank you. 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Wilson, d id you give a f i g u r e f o r the 

monthly d r i l l i n g cost? 

A Yes. 

Q What was that ? 

A I gave a ra t e of $2905 per day. 

0 Is th a t what you're proposing f o r the Hu­

ber State No. 1? 

A Y e s , s i r . 

Q Mr. Wilson, i s the Red Lake Ridge a 

designated pool? 

A Yes, s i r . 

Q And do you know the areal extent of t h a t , 

by cnance? 

A No, s i r , I do not. 

Q Do you know i f t h i s w e l l , your Huber 

State No. 1, i s w i t h i n a mile of t h a t p a r t i c u l a r designated 

poo 1 ? 

A No, s i r , I do not. I do not know the 

north l i m i t s of the Red Lake Ridge designated pool. 

MR. STOGNER: T have no other 

questions of Mr. Wilson. 

Are there any other ernestions 
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vf t h i s witness? 

excused. 

MR. PADILLA: No, s i r . 

MR. STOGNER: I f not, he may be 

MR. PADILLA: C a l l Ms. Camacho. 

VICTORIA E. CAMACHO, 

being c a l l e d as a witness and being duly sworn upon her 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. PADILLA: 

Q Would you s t a t e your f u l l name and occu-

pa t i o n , piease? 

A V i c t o r i a E. Camacho, and I work f o r Ste-

vens 0pe r a t ing c oroo r a t i o n . 

Q What i s your p o s i t i o n of Sevens Operating 

Corporation? 

A I am c u r r e n t l y manager of the Land De­

partment and Manager of the D i v i s i o n Order Department. 

Q Can you b r i e f l y t e l 1 us what your exper­

ience i n the o i l and gas in d u s t r y has been? 

A I n i t i a l l y I began working f o r Exxon Cor­

poration i n Central America i n 1975, and worked w i t h ESSO 

SAKTAM. I t ' s a d i v i s i o n of Exxon, i n San Salvador, and 

worked w i t h them u n t i l 1978, and then moved to the United 

States i n 1979, December of 19 79; permanently i n March of 
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Went Lo work the f i r s t week of A p r i l f o r 

Harvey Yates Company, an independent producer, i n Poswell, 

and worked w i t h them u n t i l March of 1982, when I went to 

work for Stevens Operating Corporation. 

Q What were your d u t i e s w i t h Harvey E. 

Yates Company? 

A I was a landman and D i v i s i o n Order Ana-

l y s t . 

Q And your d u t i e s now w i t h Stevens Oper­

a t i n g Corporation? 

A The same, only a t a higher l e v e l . 

Q Are you f a m i l i a r w i t h the a p p l i c a t i o n t o ­

day f o r compulsory pooling? 

A Yes . 

Q Are you f a m i l i a r w i t h the nego t i a t i o n s 

th a t have been c a r r i e d on t r y i n g t o get vo l u n t a r y j o i n d e r i n 

t h i s w ell? 

A Yes. 

MR. PADILLA: Are the witness' 

q u a l i f i c a i t o n s acceptable, Mr. Examiner? 

MR. STOGNER: Do you have any 

educational experience or courses behind you to g u a f i f y you 

A Yes, I have a university education and I 

have taken several a d d i t i o n a l seminars and college courses. 

MR. STOGNER: What was the ad-
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d i t i o r i d l c o l lege courses? Where were they at and what a i d 

they c o n s i s t of? 

A Roswell, at the O i l F i e l d T r a i n i n g Cen­

t e r , a d d i t i o n a l seminars on land i n d i f f e r e n t places, Mid­

land and Roswell, seminars at the National Association of 

D i v i s i o n a l (not c l e a r l y understood) on a y e a r l y basis. 

MR. STOGNER: And what's your 

university degree in? 

A I do not have a degree. 

MR. STOGNER: Okay. 

Are there any objections? 

I f i n d t h i s witness so qua h i -

f i eo . 

Q Ms. Camacho, who has not agreed to p a r t i ­

c i p a t e i n the d r i l l i n g of the Huber State No. 1 Well? 

A TXO. 

Q What i s t h e i r percentage of the well? 

A 2 5 percent. 

Q When did you f i r s t begin communication 

vith TXO concerning voluntary joinder? 

A The 4th of October of 19 84. 

Q And what was the nature of t h a t communi­

cation? 

A I t was a l e t t e r proposal requesting or 

proposing tne l o c a t i o n of the w e l l , 

Q Did you at t h a t time submit an APE and a 

j o i n t operating agreement to TXO? 
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A No, we d i d not. That was a simple l e t t e r 

proposal to get a response from them as to what t h e i r i n t e n t 

would he i f we decided t o d r i l l the we 11. 

5ve sent. them an AFF, we prepared a 

j o i n t operating agreement and sent them an AFE i n December, 

the f i r s t week of December, the 7th of December, 198^. 

Q Did they sign an AFE or sign a j o i n t 

operating agreement? 

A No, s i r . 

Q T e l l us b r i e f l y what other communications 

you had w i t h TXO concerning v o l u n t a r y j o i n d e r . 

A we have had several correspondence-1 

through the ma i l ; we've w r i t t e n back and f o r t h t o each 

other, and several telephone conversations w i t h two of t h e i r 

landmen, between the 4th of October and the present date. 

Q On -- l e t me show you what we have3 marked 

as E x h i b i t Number Eight and have you t e l 1 us what t h a t i s . 

A E x h i b i t Number Six. 

•0 Number Six, I'm so r r y . 

A Tins i s a l e t t e r t h a t you sent to TXO ad­

v i s i n g then t h a t we were going to go ahead w i t h forced pool­

ing a p p l i c a t i o n . 

0 Did you d i r e c t me to w r i t e t h a t l e t t e r ? 

A Yes, I d i d . 

Q And why d i d you d i r e c t me to w r i t e that 

l e t t e r ? 

A A f t e r a conversation t h a t we had on tha t 
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same date w i t h TXO, i t was evident t h a t they were not going 

to j o i n and t h a t we had not reached an agreement, and we had 

an e x p i r a t i o n date coming up r i g h t away, and we needed to do 

something about, i t . 

Q when you say " e x p i r a t i o n date", what do 

you mean? 

A E x p i r a t i o n date of the lease the f i r s t 

day of February of t h i s year. 

O And you t i m e l y spudded t h a t w e l l ? 

A Yes, s i r . 

Q Let me show you what we have marked as 

E x h i b i t Number Seven arid have you t e l l us what t h a t i s . 

7\ This i s a l e t t e r w r i t t e n a c o i p l e of 

weeks a f t e r the f i r s t l e t t e r , wherein i t ' s j u s t you're con­

f i r m i n g t h a t you have f i l e d the a p p l i c a t i o n , b a s i c a l l y . 

Q I n your opinion TXO has had notic e of 

t h i s hearing, then. 

A Yes . 

NR. PADILLA: I have no f u r t h e r 

qu est i ons, Mr. Examiner. 

MR. STOGNER: Do you wish to 

o f f e r E x h i b i t s Six and Seven? 

MR. PADILLA: I sure do, I o f ­

fer E x h i b i t s Six and Seven. 

MR. STOGNER: I f there are no 

ob j e c t i o n s , E x h i b i t s Six and Seven w i l l be admitted i n t o 

evidence a t t h i s time. 
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Mr. K e l l a h i n , your w i t n e s s . 

MR. KELLAHIN: Thank you, Mr. 

Examiner. 

CROSS EXAMINATI 0N 

EY MR. KELLAHIN: 

Ms. Camacho, you s a i d t h e w e l l was com­

menced on February 1st o f t h i s year? 

A 11 was a c t u a l l y commenced January 31st 

b e f o r e m i d n i g h t i n o r d e r t o meet t h e r e q u i r e d d r i ] l i n o . 

C And what i s t h e s t a t u s o f d r i l l i n g of the 

we 11 now? 

A 70 ~ 

MR. WILSON: About 74 f e e t ; 

cab]e f o o l . 

A Yeah, i t ' s on a c a b l e t o o l . 

So you j u s t p u t a c a b l e t o o ] r i g on i t t o n 

h o l d your lease --

A To h o l d t h e l e a s e . 

Q — u n t i l you g e t a — what t y p e o f u n i t 

are you going to use to complete the w e l l ? 

A That's o u t o f my area a l t o g e t h e r . 

Q Were you a b l e t o n e g o t i a t e s u c c e s s f u l l v 

tarrnout agreements from o t h e r w o r k i n g i n t e r e s t owners i n o r ­

der to form the 40-acre spacing and p r o r a t i o n u n i t ? 

A Yes, s i r . 

Q And those p a r t i e s i n c l u d e d J. M. Huber 
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Corporation and Columbia Gas Development Corporation? 

A Yes, s i r . 

g would you describe f o r us what the essen­

t i a l terms of those farmout agreements w i t h your company 

were? 

A Okay. We asked them to farm out t o us 

with g r a n t i n g them a 1/161h r o y a l t y w i t h a 25 percent back-

i n o f f e r payout, and a continuous d r i l l i n g p r o v i s i o n or 12u 

' • :"• t .• "' : ."• s to those essen­

t i a l terms of a farmout, as t o each of those elements d i d 

TXO Production Corporation agree t o any of those? 

A Yes, they d i d . They agreed — 

Q And which ones? 

A. -- to the l / 1 6 t h r o y a l t y and they agreed 

to the 2 5 percent back-in. 

Q And those were s i m i l a r terms, then, ac­

cepted by you i n terms of dealing w i t h the Huber Corporation 

and the Columbia Gas Development, except f o r the continuous 

d r i l l i n g c o n d i t i o n . 

A Yes. 

0 Would you describe f o r us what the condi­

t i o n a l continuous d r i l l i n g o b l i g a t i o n was that you reached 

w i t h Huber and Columbia? 

A Okay. Columbia and Huber have farmed out 

the t o t a l of Section 16 f o r development. 

Q A l l r i g h t . 
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A And we wi11 d r i l l an i n i t i a l t e s t w e l l 

and then have 12 0 days between w e l l s to continue development 

of the whole s e c t i o n . 

C Does TXO's i n t e r e s t i n t h a t Section 16 

represent a 25 percent i n t e r e s t ? 

A I t does. 

C So the only reason to pocl TXO i s the 

disagreement over the continuous development p r o v i s i o n . 

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

Q A1.1 r i g h t . 

MR. KELLAHIN: I have no f u r ­

ther questions at t h i s time. 

CROS S EXAMINATION 

BY MR. STOGNER: 

Q I'm i n t e r e s t e d now to f i n d out what the 

status of t h i s w e l l i s . 

Ms. Camacho, do you know what t h a t is? 

A The status of the w e l l a t --

Q Yes. 

A — t h i s p o i n t i s 74 f e e t deep, d r i l l i n g 

w i t h a cable t o o l r i g . 

Q You've d r i l l e d 74 f e e t i n the l a s t 13 

d ays? 

A That's r i g h t . 

Q How many hours a day i s thi is r i g working? 

MR. WILSON: I can't t e l l vou 
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t h a t . 

A And they had r i g breakdown t h i s week. 

MR. WILSON: Yeah. Oh, for one 

t h i n g , they don't work on weekends. 

MR. PADILLA: Mr. Examiner, I 

believe the lessor of t h i s property i s w e l l aware of cable 

r i g -~ a cable t o o l r i g being t h e r e . 

MR. STOGNER: Let's c a l l 

l e t ' s r e c a l l Mr. Wilson to the stand. 

MR. PADILLA: Okay. 

WILBUR WILSON, 

being r e c a l l e d as a witness and being s t i l l sworn upon h i s 

oa t h , t e s t i f i e d as f o l l o w s , t o - w i t : 

RECROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Wilson, I beli e v e t h i s r i g was spud­

ded -- I mean t h i s w e l l was spudded on January 31st, 1985? 

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

Q About what time? 

A As I r e c a l l , i t v/as ten something p. tn. . 

I j u s t --

Q Oh, so t h i s r i g does work at n i g h t . 

A Huh? 

Q This r i g does work at n i g h t . 

A No, I said i t don't work on weekends. 
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Q Okay. when do you propose t o move a r o t ­

ary r i g out there or do you propose t o s t i l l d r i l l 74 fee t 

i n 13 days w i t h t h i s cable t o o l --

A When we f i n d out --

Q -- (not c l e a r l y understood.) 

A When we f i n d out from you what the r u l i n g 

i s going to be cn the forced p o o l i n g . 

Q Why wasn't I n o t i f i e d when you were t e s ­

t i f y i n g awhile ago t h a t t h i s r i g had been spudded? 

A I've got i t w r i t t e n r i g h t down here. 

MR. PADILLA: Mr. Examiner, I 

believe t h a t I --

Q No, s i r , you do not nave i t w r i t t e n . I 

do not see i t w r i t t e n anywhere t h a t t h i s rig; was spudded on 

January 31st, 1985. 

On E x h i b i t One you show proposed loca­

t i o n . 

A Well, I'm s o r r y , then, because I have i t 

w r i t t e n r i g h t down here, the SCC Huber State, located 660 

from the south and 1980 from the west i n Section 16, Town­

ship 8 Soutn, Range 29 East — 

Q Where are you reading t h i s from? 

A From my notes. 

Q Oh, I don't have your notes, then. 

A Was spudded 1-31-85, and i s pr e s e n t l y 

d r i l l i n g a t 74 f e e t . 

I'm s o r r y , I j u s t --
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Q Okay, 

Questions o f t h i s w i t n e s s . 

of Mr. Wilson? 

D O i r t wnere we --

K e l l a h i n ? 

Examiner. 

MR. STOGNER: I have no f u r t h e r -

Are t h e r e any o t h e r q u e s t i o n s 

I f n o t , he may be excused. 

I b e l i e v e we're now a t the 

MR. KELLAHIN: Excuse me. 

MR. STOGNER: I'm s o r r y , Mr. 

MR. KELLAHIN: Excuse me, Mr. 

RECROSS EXAMINATION 

;SY MR. KELLAHIN: 

0 Mr. VLilson, l e t me ask you, s i r , when you 

d r i l l e d the LLL Mo. 2 W e l l , what was the approximate t o t a l 

d r i l l i n g time f o r t h a t w e l l ? 

A I'm g o i n g t o say about s i x days. 

Q I s t h a t customary d r i l l i n g t i m e f o r a San 

Andres Well --

A With a r o t a r y . 

G — w i t h a r o t a r y r i g , i s about s i x days? 

A Yeah. 

Q A l l r i g h t , s i r , thank you v e r y much. 

MR. STOGNER: Are t h e r e any 
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o t h e r q u e s t i o n s o f Mr. Wilson? Mr. P a d i l l a ? 

MR. PADILLA: Yes, s i r , 

REDIRECT EXAMINATION 

BY MR. PADILLA: 

Q Mr. W i l s o n , i s i t customary on occasi o n 

t o p u t a c a b l e t o o l r i g on a d r i l l i n g l o c a t i o n t e m p o r a r i l y 

p r i o r t o p u t t i n g on a r o t a r y r i g ? 

A Yes, s i r . 

Q And i s t h a t a l s o customary where you may 

have lease e x p i r a t i o n problems? 

A Yes, s i r . 

MR. PADILLA: No f u r t h e r ques-

t i o n s . 

MR. STOGNER: I s t h e r e any 

o t h e r q u e s t i o n s o f t h i s w i t n e s s ? 

MR. PADILLA: No, s i r . 

MR. STOGNER: He may be ex­

cused . 

Ready f o r c l o s i n g s t a t e m e n t s . 

Mr. K e l l a h i n , you may go f i r s t . 

Mr. P a d i l l a you may go l a s t . 

MR. KELLAHIN: I have no c l o s ­

ing s t a t e m e n t , Mr. Examiner, thank you. 

MR. STOGNER: Thank you, Mr. 

Ke1 l a b i n . 

Mr. P a d i l l a , do you have any-
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t h i n g f u r t h e r ? 

MR. PADILLA: .Mr. Examiner , J 

t h i n k t h a t t e s t i m o n y shows t h a t t h e r e has been no agreement 

on d r i l l i n g the w e l l . No AFE has been signed by TXO, and 

has not o t h e r w i s e agreed t o p a r t i c i p a t e i n t h e w e l l under 

terms a c c e p t a b l e t o Stevens O p e r a t i n g C o r p o r a t i o n , and so, 

co n s e q u e n t l y , under t h e s t a t u t e 70-2-17, a compulsory p o o l ­

i n g o r d e r should be g r a n t e d i n t h i s case. 

MR. STOGNER: Thank you, Mr. 

Pad i l i a . 

Mr. P a d i l l a , Miss Camacho 

r e f e r r e d t o a l e t t e r w r i t t e n t o TXO on October t h e 4 t h and 

an AFE sent on December 7 t h . 

Would you please f u r n i s h t h i s 

case f i l e w i t h a copy of those two --

MR. PADILLA: I would be g l a d 

t o , Mr. Examiner. We -- they s i m p l y f o r g o t t o b r i n g t h e AFE 

and t h a t ' s why we have n o t . 

MR. STOGNER: Thank you, s i r . 

I ' l l make t h a t p a r t o f t h e r e c o r d and I don't b e l i e v e i t ' s 

necessary t o make them e x h i b i t s . 

I s t h e r e a n y t h i n g f u r t h e r i n 

Case Number 8475? 

I f n o t , t h i s case w i l ] be taken 

under advisement. 

(Hearing concluded.) 
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C E R T I F I C A T E 

I , SALLY TV. EOYD, C.3.R., DO HEREBY CERTIFY 

th a t the foregoing T r a n s c r i p t of Hearing before the O i l Con­

ser v a t i o n D i v i s i o n was reported by me; t h a t the said t r a n ­

s c r i p t i s a f u l l , t r u e , and c o r r e c t record of the hearing, 

prepared by rne to the best of my a b i l i t y . 
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