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BEFORE THE 
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MR. STAMETS: We w i l l c a l l next Case 5939. 

MS. TESCHENDORF: Case 5939, a p p l i c a t i o n ol. CfiK 

etroleuni, I n c . , Cor compulsory pooling and .in unorthodox 

ocati o n , Eddy County, New Mexico. 

MR. KELLAHIN: Tom K e l l a h i n of K e l l a h i n & Fox, 

anta Fe, New Mexico appearing on behalf of the a p p l i c a n t 

nd I have one witness t o be sworn. 

.(THEREUPON, the witness was duly sworn.) 

EARL CAERTNER 

a i l e d as a witness, having been f i r s t duly sworn, was examined 

nd t e s t i f i e d as f o l l o w s : 

DI REC T EX AM I MAT 10N 

!Y MR. KELLAHIN: 

p. Please s t a t e your name, by whom you are employed 

md i n what capacity? 

it. My name i s K a r l Oaertner, I'm employed as a 

:onsultant f o r C&K Petroleum i n Midland, Texas. 

Q. Have you p r e v i o u s l y t e s t i f i e d , Mr. Gaertner, before 

:he O i l Conservation Commission and had your q u a l i f i c a t i o n s 

3s an expert witness accepted and made a matter of record? 

A. Yes. 

MR. KELLAHIN: I f the Examiner please, are the 

witness' q u a l i f i c a t i o n s acceptable? 
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MR. STA.METS: Hr. Gnertner, what kind o£ a con s u l t a n t 

MR. GAERTNER: Geological co n s u l t a n t . 

MR. STAMETS: Okay, the witness i s considered 

q u a l i f i e d . 

0- (Mr. K e l l a h i n c o n t i n u i n g . ) Would you r e f e r t o what 

has been marked as E x h i b i t Number One, i d e n t i f y i t and t e l l 

us what C&K Petroleum i s seeking? 

A. E x h i b i t Number One i s a land p l a t of the Carlsbad 

area shewing the l o c a t i o n of a three hundred and twenty acre 

u n i t , being the west h a l f of Section 7, Township 22 South, 

Range 27 East t h a t we are p r e s e n t l y communitizing f o r the 

purpose of d r i l l i n g an eleven thousand s i x hundred f o o t Morrow 

sand t e s t . 

Q. Do you propose t o dedicate the west h a l f of t h i s 

s e c t i o n t o the well? 

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

0- And C&K Petroleum requests to be designated tha 

operator? 

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

f>. Would you please r e f e r t o E x h i b i t Number Two and 

i d e n t i f y i t ? 

A. E x h i b i t Number Two i s a p l a t map showing the various 

s u b d i v i s i o n s i n the west h a l f of Section 7 and showing the 

various i n t e r e s t s t h a t we are asking t o be force pooled. 

I f you w i l l look at the legend at the bottom you w i l l see a 
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e r i e s of boxes. The purple, of course, i s Michael P. Grace's 

creage and i r , spread throughout the west h a l f . The C i t y of 

arlsbad i s i n green and, i n c i d e n t a l l y , the C i t y of Carlsbad 

sked t o be force pooled. We ta l k e d to them and they f e l t 

hat t h i s would be the best procedure as f a r as they are con-

erned. Michael Grace, we have never been able t o e s t a b l i s h 

:ny communication w i t h him at a l l . A l l of our telephone c a l l s 

.nd correspondence goes unanswered. 

0. 'What i s the red c o l o r code? 

A. The red i s various i n d i v i d u a l t r a c t owners, i n most 

rases one i n d i v i d u a l or perhaps a se r i e s of i n d i v i d u a l s many of 

;hom we have contacted and are s t i l l i n the process of atte m p t i n g 

:o lease. Now, some of these i n d i v i d u a l s had already expressed 

:he f a c t t h a t they w i l l not lease and they d e s i r e t o be 

:orce pooled but we are going t o continue t o work w i t h these 

)ther i n d i v i d u a l s u n t i l the time we commence or even a f t e r we 

:ommence the w e l l t o lease some of these people. Many of 

chesc i n t e r e s t s are o u t - o f - s t a t e and d i f f i c u l t t o get i n 

contact w i t h or e s t a b l i s h a working r e l a t i o n s h i p w i t h . 

o. How many acres i n t h i s h a l f s e c t i o n are owned by 

'•ir. Grace? 

A. Mr. Grace has, according t o our c o m p i l a t i o n , twenty-

two p o i n t three acres. The C i t y of Carlsbad ten p o i n t three 

acres and these various i n d i v i d u a l t r a c t s eleven p o i n t nine 
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r> The a p p l i c a t i o n of CAK Petroleum i n t h i s case 

ndica tes the names and addresses of a l l of these i n d i v i d u a l s , 

ave you examined those names and adciresr.es, Mr. C.aertner? 

A. Yes, s i r . 

o. ;-.nd are they c o r r e c t and cu r r e n t to the best of 

our knowledge, i n f o r m a t i o n and b e l i e f ? 

A. Yes, they are. 

0- Please r e f e r to E x h i b i t Number Three and i d e n t i f y 

t? 

A. E x h i b i t Number Three i s <:. l o c a t i o n p l a t . Mr. John 

,evis, a p r o f e s s i o n a l surveyor located i n Carlsbad, surveyed 

:his l o c a t i o n i n . I t i s an unorthodox l o c a t i o n . 

E x h i b i t Number Pour. 

A. E x h i b i t "umber Four i s a ser i e s of l e t t e r s sent t o 

o f f s e t operators i n d i c a t i n g t o them, of course, t h a t we were 

f i l i n g an unorthodox l o c a t i o n and asking f o r an acceptance 

from them. We have r e p l i e s from a l l of the o f f s e t operators 

sxcept " r . Grace. A l l were favorable. 

0- Would you run through those o f f s e t operators f o r 

me q u i c k l y , t e l l me who they are? 

A. .All r i g h t . The f i r s t o p erator, of course, i s Mr. 

Grace; the second o f f s e t operator i s C i t i e s Service; the t h i r d 

i s Mr. P.. C. Bennett, a l o c a l o i l man there i n Midland; Belco 

Petroleum and A l l e n 3. A n t w e i l . 

Q. A l l r i g h t , s i r . Would you r e f e r t o E x h i b i t Number 
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ive and i d e n t i f y t h a t f o r us? 

A. E x h i b i t Number Five i s a copy of an a e r i a l photograph 

bowing the west h a l f of .Section 7. I don't know, i t i s a 

i t t l e hard perhaps t o discern e x a c t l y what we are lo o k i n g at 

ere but we attempted t o stake on orthodox l o c a t i o n . The 

irthodox l o c a t i o n v/ould f a l l approximately where the Rose 

r a v e l Company i s located so there i s a t r a c t of land t h a t 

ippears black or dark gray on the photograph j u s t t o the 

iouthwest of the Rose Gravel Company. We thought t h a t we could 

>ossibly Get a l o c a t i o n i n at t h a t p o i n t but when ve went and 

.nvestigated the l o c a t i o n we found t h a t t h i s was c u r r e n t l y 

>eing worked f o r the oravel and there was a road across there 

md they were also using t h i s as a b a c k f i l l area so v/e were 

l o t able t o place the l o c a t i o n . 

Now, we've got the Dark Canyon drainage, of course, 

facing us and although the Dark Canyon i s dry most of the time, 

naybe f o r years a t a time, o c c a s i o n a l l y there i s a severe 

f l o o d so we d i d n ' t want t o go down i n the bottom of the d r a i n . 

o. How have you located your proposed unorthodox 

l o c a t i o n on t h i s p l a t ? 

A- This was by o n - s i t e i n s p e c t i o n and p i c k i n g the best 

f e a s i b l e spot other than one t h a t we had otherwise s e l e c t e d . 

I t i s a f l a t area, i t i s above any possible f l o o d area. I t i s 

adjacent t o a cemetery and w e l l away from any houses. 

0 How was t h a t l o c a t i o n i d e n t i f i e d on the p l a t ? 
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A. The footage or — w e l l , the l o c a t i o n i s , of. course, 

j u s t below --

P The word " l o c a t i o n " where i t has the red ;•:? 

A. V.'here i t has the red X or the red cross. 

0. What i s the footage l o c a t i o n ? 

A. The footage, I b e l i e v e i s seven s i x t y from the south 

l i n e and s i x n i n e t y from the west l i n e of the s e c t i o n . 

0. Please r e f e r t o E x h i b i t Number Six and i d e n t i f y i t ? 

A. E x h i b i t Number Six i s a production map showing the 

production t o 1-1-77. The upper f i g u r e i s the average monthly 

prod u c t i o n d u r i n g the 1976 production year. The lower f i g u r e s , 

the f i r s t f i g u r e i n parenthesis i s the number of producing 

months, t o t a l producing months and the second f i g u r e i s the 

cumulative p r o d u c t i o n from the various w e l l s i n here. 

Production, of course, v a r i e s a l l of the way from 

marginal t o good t o very good w i t h a number of dry holes 

spotted over the map. 

0 C&K r e c e n t l y had an a p p l i c a t i o n f o r a forced p o o l i n g 

case approved by t h i s Commission, where i s t h a t acreage? 

A. That would be the south h a l f of Section 12. 

p. What was the r i s k f a c t o r assigned t o t h a t w e l l i n 

the south h a l f of Section 12? 

A. Two hundred percent. 

Q. Continue w i t h your testimony? 

A. The reason f o r showing the production map, upon close 
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i n s p e c t i o n , of course, you w i l l see t h a t the production does 

vary g r e a t l y . We f e e l reasonably secure i n d r i l l i n g t h i s 

l o c a t i o n but our experience has been up i n t h i s area t h a t some 

of the best l o c a t i o n s t u r n out t o be the dry holes and some 

t h a t we t h i n k are the worst are the best and v i c e versa so we 

f e e l l i k e there i s a c e r t a i n amount of r i s k i n v o l v e d . 

o. I n your o p i n i o n , Mr. Caertner, what i s the percentage 

r i s k i n v o l v e d i n d r i l l i n g a w e l l at t h i s l o c a t i o n ? 

A. Two hundred percent. 

Q. Upon what do you base that? 

A. Well, again, based on Morrow experience, and area 

experience. 

0. I s t h i s the same e x h i b i t t h a t was presented i n the 

previous C£.K Petroleum case where the south h a l f of Section 12 

I t has been r e v i s e d since then. I t h i n k the previous 

e x h i b i t extended through the f i r s t f i v e months of 197G and 

the f i r s t s i x months, t h i s has been r e v i s e d up t o 1-1-77 now. 

Q. A l l r i g h t , s i r , E x h i b i t Number " en? 

A. E x h i b i t Number Seven i s simply a s t r u c t u r a l map 

based on a u n i t t h a t I map on i n the middle Morrow to j u s t show 

the s t r u c t u r a l c o n f i g u r a t i o n s . I don't r e a l l y t h i n k i t has 

n u s i g n i f i c a n c e i n t h a t the Morrow i s a s t r a t i g r a p h i c play 

anyway. 

o. A l l r i g h t , E x h i b i t Number Eight? 

A. E x h i b i t Number Eight i s a cross s e c t i o n along those 
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ines we depicted on both oi: my s t r u c t u r a l maps and my produc-

ion map w i t h the various producing sands colored i n yellow, 

tie non-productive are the t i g h t sands colored i n green and I 

ave colored a few limestone u n i t s i n i n the blue.. This i s 

;imply t o give you a v i s u a l p r e s e n t a t i o n of how the productive 

lands can vary from one w e l l to another and how prevalent 

lome of the non-productive K.nnds are also. 

0. So would you i d e n t i f y E x h i b i t Number Mine f o r us? 

A. E x h i b i t "umber Mine i s an AEE prepared by Mr. 

Mnompscn w i t h CSK 5'etroieum. lie estimates the cost of a dry 

l o l e t o be four hundred and t h i r t y - t w o thousand d o l l a r s , a 

:ompleted w e l l approximately s i x hundred and t h i r t y - e i g h t 

ihousanc d o l l a r s . Vie f e e l t h a t these are very r e a l i s t i c 

f i g u r e s , they are based on experience i n the area. 

In a d d i t i o n to t h a t we are asking f o r seventeen 

luncired and f i f t y c o l l a r s per month charges w h i l e d r i l l i n g and 

two hundred d o l l a r s a month on pro d u c t i o n . 

0- What '•••ere those f i g u r e s again, Mr. Caertner? 

;•_ Seventeen hundred and f i f t y d o l l a r s per month and 

two hundred d o l l a r s a month. 

o. Seventeen f i f t y being the charges w h i l e d r i l l i n g and 

two hundred d o l l a r s a month a f t e r completion of the w e l l ? 

A. Right, on production and the production phase. 

0. '..'ere E x h i b i t s One through Mine prepared by you 

d i r e c t l y or under your d i r e c t i o n and supervision? 
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A. Yes, they were, e i t h e r d i r e c t l y or under my 

sup e r v i s i o n . 

Q. i n your o p i n i o n , Mi:. Gaertno'r, w i l l approval of t h i s 

a p p l i c a t i o n be i n the best i n t e r e s t s of conservation, 

p r e v e 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 w i l l . 

MP.. KELLAHIN: I f the Examiner please, we move the f 

i n t r o d u c t i o n of E x h i b i t s One through Mine. 

MR. STAMETS: The e x h i b i t s w i l l be admitted. 

(THEREUPON, Ap p l i c a n t E x h i b i t s One through 

Nine were admitted i n t o evidence.) 

MR. KELLAHIN: That concludes our d i r e c t examination 

CROSS EXAMINATION 

f. y.r. Caertner, what e f f o r t s have been made t o contact 

a l l of these various i n d i v i d u a l owners t h a t you show on 

E x h i b i t Number Two and i n the a p p l i c a t i o n i n t h i s case? 

A. Vie have had a landman on the ground up there o f f and 

or., not co n t i n u o u s l y , f o r the l a s t three months and he has 

contacted a l l of the r e s i d e n t people t h a t l i v e there i n 

Carlsbad ar.t: has corresponded w i t h q u i t e a number of people 

t h a t l i v e i n C a l i f o r n i a , some of which wo have been able t o 

lease, moat of which wo have not been able to but there has 

been constant correspondence or contact q o i n " on, w e l l , f o r 

the l a s t two and a h a l f months. What we intend to do, of 
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course, i s make one l a s t big push or e f f o r t t o get some of 

these i n t e r e s t s i n . 

MR. KELLAHIN: I f the Examiner please, "ray we 

orovide you w i t h copies of l e t t e r s showing t h a t we have made 

at l e a s t one e f f o r t to communicate w i t h a l l of the people 

li.sted on the a p p l i c a t i o n . We have neglected t o b r i n g t h a t 

today but i t ' s a v a i l a b l e . 

A. A l o t of these have been personal contacts too t h a t 

we couldn't r e a l l y s u b s t a n t i a t e except f o r me t o t e l l you t h a t 

we have made these contacts and are co n t i n u i n g t o make contacts 

MiR. STAMET3 : Yes, the a d d i t i o n s you suggested, Tom, 

would be h e l p f u l f o r the record. 

MR. KELLAHIN: Okay. 

A. We would l i k e t o have the acreage i n because, of 

course, i t would add t o our i n t e r e s t . 

Q. (Mr. Stamets c o n t i n u i n g . ) Okay, your t a r g e t i s a l l 

i n Pennsylvanian i n t h i s area, i s t h a t c o r r e c t ? 

A. Yes, of course, w i t h the primary t a r g e t being the 

Morrow. 

MR. STAMETS: Are there any other questions of the 

witness? He may be excused. 

(THEREUPON, the witness was excused.) 

MR. STAMETS: I s there anything f u r t h e r i n t h i s case 

MR. KELLAHIN: No, s i r . 

MR. STAMETS: The case w i l l be taken under advisement 
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RHPORTER ' S CERT'l !'J CATE 

I , SIDNEY F. MORRISH, a C e r t i f i e d Shorthand Reporter, 

do hereby c e r t i f y t h a t the foregoing and attached T r a n s c r i p t 

of Hearing before the New Mexico O i l Conservation Commission 

was reported by me, and the same i s a t r u e and c o r r e c t record 

of the said proceedings to the best of my knowledge, s k i l l and 

a b i l i t y . 

S i d n e y F ' . / M b r r i s h , C . S . R . 
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