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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF THE NEW MEXICO OIL 
CONSERVATION DIVISION FOR AN ORDER 
REQUIRING SKYLINE ENERGY, L.L.C., TO 
PROPERLY PLUG ONE WELL, IMPOSING CIVIL 
PENALTIES IN EVENT OF FAILURE TO COMPLY, 
AUTHORIZING THE DIVISION TO PLUG SAID 
WELL IN DEFAULT OF COMPLIANCE BY 
OPERATOR, AND ORDERING A FORFEITURE OF 
APPLICABLE SECURITY, LEA COUNTY, 
NEW MEXICO 

CASE NO. 1 2 , 9 4 9 

ORIGINAL 
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This matter came on f o r hearing before the New 
Mexico O i l Conservation D i v i s i o n , MICHAEL E. STOGNER, 
Hearing Examiner, on Thursday, October 24th, 2002, a t the 
New Mexico Energy, Minerals and Natural Resources 
Department, 1220 South Saint Francis Drive, Room 102, Santa 
Fe, New Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter 
No. 7 f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

2:44 p.m.: 

EXAMINER STOGNER: And we w i l l now proceed t o 

Case Number 12,949. This i s the A p p l i c a t i o n of the New 

Mexico O i l Conservation D i v i s i o n f o r an order r e q u i r i n g 

Skyline Energy, L.L.C, t o prop e r l y plug one p a r t i c u l a r 

w e l l i n Lea County, New Mexico. 

And I ' l l c a l l f o r appearances. 

MR. BROOKS: Mr. Examiner, I'm David Brooks, 

Energy, Minerals and Natural Resources Department of the 

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

Conservation D i v i s i o n . 

I have two witnesses, both of whom were sworn i n 

the immediately preceding proceeding. 

EXAMINER STOGNER: Let the record show t h a t Ms. 

P h i l l i p s and Mr. Prichard have been p r e v i o u s l y sworn as 

witnesses. 

You may proceed. 

MR. PRICHARD: Mr. Examiner, could I i n t e r r u p t 

j u s t a minute? 

EXAMINER STOGNER: Well, what you got? 

MR. PRICHARD: Well — 

MR. BROOKS: Off the record. 

EXAMINER STOGNER: Yeah, l e t ' s go o f f the record 

f o r a sec. 

STEVEN T. BRENNER, CCR 
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(Off the record a t 2:46 p.m.) 

(The f o l l o w i n g proceedings were had a t 2:50 p.m.) 

EXAMINER STOGNER: Okay, I've already c a l l e d 

12,949, and w e ' l l set t h a t one aside also. 

(Off the record a t 2:50 p.m.) 

(The f o l l o w i n g proceedings were had a t 3:05 p.m.) 

EXAMINER STOGNER: Back on the record, c a l l Case 

Number 12,949. This i s f o r OCD r e q u i r i n g Skyline Energy, 

L.L.C, f o r one w e l l t o be plugged. I t ' s been c a l l e d , and 

w e ' l l r e t u r n a t t h i s time and c a l l f o r appearances. 

MR. BROOKS: David Brooks, Energy, Minerals and 

Natu r a l Resources Department of the State of New Mexico, 

appearing f o r the New Mexico O i l Conservation D i v i s i o n . 

I have two witnesses, both of whom have been 

sworn. 

EXAMINER STOGNER: The record w i l l show t h a t , and 

there's no other p a r t i e s present. 

You may continue. 

MR. BROOKS: C a l l Dorothy P h i l l i p s . 

DOROTHY L. PHILLIPS, 

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

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

DIRECT EXAMINATION 

BY MR. BROOKS: 

Q. Ms. P h i l l i p s , would you s t a t e your name, please, 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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f o r t h e r e c o r d ? 

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

Q. And by whom are you employed? 

A. New Mexico O i l C o n s e r v a t i o n D i v i s i o n . 

Q. I n what c a p a c i t y ? 

A. I am t h e p l u g g i n g bond a d m i n i s t r a t o r . 

Q. Very good. C a l l your a t t e n t i o n t o what's been 

marked as E x h i b i t s Numbers 6 and 7 i n Case Number 12,949. 

I ' l l ask you f i r s t t o i d e n t i f y E x h i b i t Number 6. 

A. E x h i b i t Number 6 i s a o n e - w e l l p l u g g i n g bond f o r 

S k y l i n e Energy, L.L.C. 

Q. And does i t i d e n t i f y t h e w e l l t o which i t 

r e l a t e s ? 

A. I t g i v e s t h e l e g a l d e s c r i p t i o n . 

Q. And what i s t h a t l e g a l d e s c r i p t i o n ? 

A. I t says t h e n o r t h h a l f o f t h e n o r t h e a s t q u a r t e r , 

660 f r o m t h e n o r t h l i n e and 1980 f e e t from t h e e a s t l i n e o f 

S e c t i o n 1 1, Township 12 South, Range 3 3 East, i n Lea 

County. 

MR. BROOKS: Okay, and w e ' l l ask t h e Examiner t o 

t a k e j u d i c i a l n o t i c e , o r a d m i n i s t r a t i v e n o t i c e , t h a t t h a t 

i s t h e d e s c r i p t i o n f o r t h e S k y l i n e Energy S t a t e B AC-1 W e l l 

Number 2. 

EXAMINER STOGNER: So note d . 

Q. (By Mr. Brooks) Very good. And what i s t h e 

STEVEN T. BRENNER, CCR 
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amount o f t h a t bond? 

A. $10,000. 

Q. Now, c a l l your a t t e n t i o n a l s o t o what's been 

marked as E x h i b i t Number 7 and ask you t o i d e n t i f y i t . 

A. That i s a s u r e t y bond r i d e r . 

Q. And what does t h a t r i d e r do? 

A. That i s changing t h e s u r e t y t o XL S p e c i a l t y 

I n s u r a n c e Company. 

A. Okay. 

Do you have your bond f i l e f o r S k y l i n e Energy 

t h a t you m a i n t a i n f o r t h e O i l C o n s e r v a t i o n D i v i s i o n w i t h 

you t h i s a f t e r n o o n ? 

A. Yes, s i r , I do. 

Q. Would you r e f e r t o your bond f i l e and t e l l us 

whether o r n o t E x h i b i t s 6 and 7 are t r u e c o p i e s o f o r i g i n a l 

documents t h a t a r e c o n t a i n e d i n your f i l e and m a i n t a i n e d by 

you i n t h e o r d i n a r y course o f business? 

A. Yes, s i r , t h e y a r e . 

MR. BROOKS: Tender E x h i b i t s 6 and 7. 

EXAMINER STOGNER: E x h i b i t s 6 and 7 w i l l be 

a d m i t t e d i n t o evidence. 

MR. BROOKS: Pass t h e w i t n e s s . 

EXAMINER STOGNER: No q u e s t i o n s . 

MR. BROOKS: C a l l B i l l y P r i c h a r d . 

MR. PRICHARD: Yes, s i r . 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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BILLY PRICHARD (Present by Telephone), 

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

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

DIRECT EXAMINATION 

BY MR. BROOKS: 

Q. State your name f o r the record, please, B i l l y . 

A. B i l l y Prichard, compliance o f f i c e r , D i s t r i c t 1, 

NMOCD. 

Q. C a l l your a t t e n t i o n t o documents t h a t have been 

i d e n t i f i e d as OCD E x h i b i t s 3, 4 and 5 i n t h i s case and ask 

you i f each of these documents i s a document contained i n 

the w e l l f i l e f o r the Skyline Energy State B AC-1 Well 

Number 2, API Number 30-025-01057. 

A. I do not have those e x h i b i t s i n f r o n t of me. 

Just the w e l l f i l e i s a l l I have. 

Q. Okay, very good. I s t h a t the c o r r e c t API number 

f o r t h a t w e l l name? 

A. Yes, i t i s . 

Q. Okay. E x h i b i t Number 3 i s a C-103 approved on 

February 5, 1992? 

A. Give me the date again, please? 

Q. February 5, 1992. I t ' s a n o t i c e of i n t e n t i o n t o 

plug and abandon. 

A. Yes. Yes, we have i t here, C-103. 

Q. I'm a c t u a l l y not sure why I put t h a t document i n 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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E x h i b i t Number 4 i s the C-104 changing from 

Murphy Operating Corporation t o Skyline Energy, L.L.C, 

dated 2-25 of 1997? 

A. Yes, we a c t u a l l y have a C-103 changing operators 

from Murphy Operating t o Skyline Energy. 

Q. Well, do you also have the C-104 t h a t I'm tending 

i n evidence here? I t ' s dated 2-25 of 1997. 

A. Yes, we do. Yes, we do. Here i t i s . 

Q. And t h a t i s signed by Mark B. Murphy f o r Murphy 

Operating Company and by Donnie Jones f o r Fi-Ro, c o r r e c t ? 

A. That's r i g h t , and i t was approved i n March of 

1997. 

Q. I'm sor r y , f o r Skyline? 

A. Yes. 

Q. Okay. And E x h i b i t Number 5 i s a C-101 proposing 

t o t e s t the Wolfcamp zone i n t h i s w e l l . I t ' s dated 5-11 of 

1999 . 

A. Yes, f o r Skyline Energy, and i t was approved i n 

March of 1999. 

Q. And do you know i f any work was ever done 

pursuant t o t h a t proposal? 

A. No, i t hasn't. 

Q. I t has not been done? 

A. No, we have no subsequent r e p o r t of the work 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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a c t u a l l y being done. 

Q. Mr. Prichard, are you f a m i l i a r w i t h t h i s w e l l ? 

A. Yes, I am. 

Q. And i n your opinion does i t need t o be plugged 

f o r the p r o t e c t i o n of the environment, the preve n t i o n of 

waste and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. Yes, i t does. 

Q. I c a l l your a t t e n t i o n t o what's been marked as 

E x h i b i t Number 8 and ask you i f t h a t ' s a plugging procedure 

t h a t you prepared f o r t h i s w e l l . 

A. I don't have an a c t u a l e x h i b i t number i n f r o n t of 

me f o r t h a t w e l l , but I do have a plugging procedure t h a t I 

prepared f o r t h a t w e l l . 

Q. Okay, do you have i t i n f r o n t of you? 

A. Yes, j u s t a minute. Yes, I do. 

Q. And does t h a t c o n s i s t of 37 numbered items? 

A. Yes, i t does, 37 numbered items. 

Q. Okay, and would you s t a r t out — Well, l e t ' s see, 

j u s t t o v e r i f y the correspondence of the document --

A. Yes, i t ' s Skyline Energy, L.L.C., plugging 

procedure, 13 3/8 casing set at 314 f e e t , cement 

c i r c u l a t e d , 9 5/8" casing set 3874, top of the cement 715 

by temperature survey, 5 1/2" casing set a t 11,033 f e e t , 

top of cement a t 742 0 by temperature survey, p e r f s a t 8 500 

f e e t . 

STEVEN T. BRENNER, CCR 
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Q. Okay, I don't t h i n k i t ' s necessary t o read a l l 

the document, but j u s t t a k i n g an item a t random, item 

number 19 on E x h i b i t Number 8 says "Cut and p u l l 5 1/2 

casing from 3874 f e e t " ; i s t h a t correct? 

A. Yes, t h a t i s the document. 

Q. Okay, very good. I f t h i s w e l l were plugged and 

abandoned i n accordance w i t h E x h i b i t Number 8, i n your 

op i n i o n would i t be plugged and abandoned i n accordance 

w i t h a l l OCD regulations? 

A. Yes, i t would. 

MR. BROOKS: Tender i n t o evidence E x h i b i t s 

Numbers 3, 4, 5 and 8. 

EXAMINER STOGNER: E x h i b i t s 3, 4, 5 and 8 w i l l be 

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

MR. BROOKS: And w e ' l l pass the witness. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Prichard, you've got the w e l l f i l e i n f r o n t 

of you ther e . Do you see a reference t o a s a l t w a t e r 

d i s p o s a l a p p l i c a t i o n or approval from the D i v i s i o n f o r 

i n j e c t i o n ? 

A. Yes, I do, I can f i n d i t . Just a minute. I've 

got Case Number 5145, Order Number R-4718, when i t was 

converted t o dispos a l . 

Q. Okay, I ' l l take a d m i n i s t r a t i v e n o t i c e of Case 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Number 5145 and any other records t h a t I have on t h i s w e l l . 

Let's see, there again, what's the surface 

c o n d i t i o n s , what equipment i s out t h e r e , and i s t h e r e any 

p a r t i c u l a r environmental problems t h a t you see? 

A. This i s a r e l a t i v e l y clean l o c a t i o n i n the middle 

of pasture land. I t ' s w i t h i n a couple hundred f e e t of New 

Mexico Road 457, and i t ' s r e l a t i v e l y clean. There's no 

equipment on the surface. 

Q. But we don't know what the subsurface c o n d i t i o n s 

are l i k e , do we? 

A. No, we don't. 

Q. How about water w e l l s , windmills? 

A. Probably the c l o s e s t water w e l l i s probably 

w i t h i n a h a l f a mi l e . 

EXAMINER STOGNER: I have no other questions of 

Mr. P r i c h a r d a t t h i s time. 

MR. BROOKS: Nor have I . 

I w i l l tender i n t o evidence E x h i b i t Number 1, the 

a f f i d a v i t of Jane Prouty w i t h the attached p r o d u c t i o n 

r e p o r t s , or r a t h e r evidence of nonproduction r e p o r t s ; also 

E x h i b i t Number 2 as a summary. 

EXAMINER STOGNER: Mr. Brooks, on t h i s E x h i b i t 

Number 1, i f i t had had i n j e c t i o n would there have been a 

number on — 

MR. BROOKS: Yes, you n o t i c e the f a r r i g h t - h a n d 

STEVEN T. BRENNER, CCR 
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column on the t a b l e i s "INJ" — 

EXAMINER STOGNER: Okay, so — 

MR. BROOKS: — and there would have been a 

number i n t h a t , had there been any reported i n j e c t i o n i n t o 

the w e l l . 

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

admitted i n t o evidence a t t h i s time, and E x h i b i t Number 2 

i s also placed i n the record. 

MR. BROOKS: Okay. And we w i l l ask the Examiner 

t o take n o t i c e of the — l e t ' s see, t h i s i s 12,949 — w e ' l l 

ask the Examiner t o take n o t i c e t h a t the n o t i c e l e t t e r t o 

Skyline Energy was receipted f o r by someone whose sign a t u r e 

i s i l l e g i b l e , and the n o t i c e t o XL Sp e c i a l t y was r e c e i p t e d 

f o r by B. Havli k , and both those r e t u r n r e c e i p t s are i n the 

case f i l e . 

I w i l l also add again on t h i s basis of unsworn 

statements t h a t I had a conversation w i t h a lady named 

Yvonne Jones w i t h Skyline Energy, who i n d i c a t e d t o me t h a t 

Skyline Energy was i n the process of o b t a i n i n g a c o n t r a c t o r 

t o plug t h i s w e l l , and they expected t o have i t plugged by 

December the 1st. 

EXAMINER STOGNER: So noted. 

MR. BROOKS: That concludes my p r e s e n t a t i o n . 

EXAMINER STOGNER: Okay, a t t h i s time I b e l i e v e 

we're ready t o c a l l 12,945? 

STEVEN T. BRENNER, CCR 
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MR. BROOKS: Yes. Do you want t o t a k e t h i s one 

under advisement? 

EXAMINER STOGNER: Oh, yes. W e l l , I ' d b e t t e r do 

t h a t . 

Okay, 12,949 w i l l be t a k e n under advisement a t 

t h i s t i m e . 

(Thereupon, these p r o c e e d i n g s were c o n c l u d e d a t 

3:20 p.m.) 

* * * 
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