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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 LEIGH OPERATING COMPANY TO 
PROPERLY PLUG TWO WELLS, IMPOSING CIVIL 
PENALTIES IN EVENT OF FAILURE TO COMPLY, 
AUTHORIZING THE DIVISION TO PLUG SAID 
WELLS IN DEFAULT OF COMPLIANCE BY LEIGH 
OPERATING COMPANY OR ITS SURETY, AND 
ORDERING A FORFEITURE OF APPLICABLE 
PLUGGING BONDS, LEA COUNTY, NEW MEXICO 

CASE NO. 12 ,825 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

May 16th, 2002 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 
Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 
Hearing Examiner, on Thursday, May 16th, 2002, a t th e 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 

8:46 a.m.: 

EXAMINER CATANACH: At t h i s time I w i l l c a l l Case 

12,82 5, 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 Leigh Operating Company t o 

pr o p e r l y p lug two w e l l s , imposing c i v i l p e n a l t i e s i n event 

of f a i l u r e t o comply, a u t h o r i z i n g the D i v i s i o n t o pl u g s a i d 

w e l l s i n d e f a u l t of compliance by Leigh Operating Company 

or i t s s u r e t y , and ord e r i n g a f o r f e i t u r e of a p p l i c a b l e 

plugging bonds, Lea County, New Mexico. 

C a l l f o r appearances i n t h i s case. 

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

Energy, Minerals and Natural Resources Department, State of 

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

EXAMINER CATANACH: Any a d d i t i o n a l appearances i n 

t h i s case? 

MR. BROOKS: Again, I have two witnesses, one on 

the phone and one present. Both have been sworn. 

EXAMINER CATANACH: Let the record r e f l e c t t h a t 

the witnesses have p r e v i o u s l y been sworn and q u a l i f i e d . 

May I remind the witnesses t h a t you're s t i l l under oath i n 

t h i s case? 

You may proceed, Mr. Brooks. 

MR. BROOKS: Very Good. I w i l l c a l l Chris 

W i l l i a m s . 

STEVEN T. BRENNER, CCR 
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CHRIS J. WILLIAMS, 

the witness h e r e i n , having been p r e v i o u s l y 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. BROOKS: 

Q. Mr. Williams, w i l l you s t a t e your name again f o r 

the record? 

A. Yeah, i t ' s Chris Williams. 

Q. And by whom are you employed? 

A. State of New Mexico, O i l Conservation D i v i s i o n . 

Q. I n what capacity? 

A. D i s t r i c t Supervisor i n Hobbs. 

Q. And i n t h a t capacity are you resp o n s i b l e f o r 

overseeing the operation and i n s p e c t i o n of w e l l s l o c a t e d i n 

Lea County, New Mexico? 

A. Yes, I am. 

Q. I w i l l c a l l 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 

were faxed t o you. I c a l l your a t t e n t i o n f i r s t t o OCD 

E x h i b i t Number 1 and ask you t o i d e n t i f y i t . 

A. Okay, on the fax the e x h i b i t numbers d i d n ' t come 

through, so I'm going t o s t a t e t h a t — I s t h i s t he C-104? 

Q. OCD E x h i b i t Number 1 i s the C-104 f o r the C a u d i l l 

State Number 2. 

A. Okay. 

Q. I'm not sure why I got — I t h i n k I misnumbered 

STEVEN T. BRENNER, CCR 
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the e x h i b i t s , but t h a t ' s the way they are, so w e ' l l leave 

them t h a t way. 

A. The C a u d i l l State — E x h i b i t Number 1 i s a C-104, 

which i s t r a n s f e r r i n g the operatorship of t h i s w e l l from 

K e l l y H. Baxter t o Leigh Operating Company. 

Q. Okay, and f o r the b e n e f i t of the c o u r t r e p o r t e r , 

t h a t ' s Leigh, L-e-i-g-h, correct? 

A. Correct. 

Q. Okay. And because I d i d n ' t number the e x h i b i t s 

as I intended, I w i l l next c a l l your a t t e n t i o n t o OCD 

E x h i b i t Number 4, which i s the plugging procedure f o r the 

Number 2, and ask you t o i d e n t i f y i t . 

A. Yeah, t h i s i s a plugging procedure w r i t t e n by 

B i l l y P r i c h a r d i n my o f f i c e . 

Q. And i s t h i s a plugging procedure t h a t was 

prepared f o r the purpose of p r o v i d i n g i n s t r u c t i o n s f o r the 

proper plugging and abandonment of the C a u d i l l State Number 

2 w e l l ? 

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

Q. Okay, next — 

EXAMINER CATANACH: Mr. Brooks, my E x h i b i t Number 

2 i s a plugging procedure f o r the C a u d i l l State Number 1. 

I j u s t want t o make t h a t c l e a r . 

MR. BROOKS: Well, as I say E x h i b i t Number 4, I 

took them — 

STEVEN T. BRENNER, CCR 
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EXAMINER CATANACH: I'm s o r r y . 

MR. BROOKS: — out of order, because I had 

misnumbered them. 

EXAMINER CATANACH: Okay, go ahead. 

Q. (By Mr. Brooks) Next, c a l l your a t t e n t i o n t o 

E x h i b i t Number 3, which i s the C-104 f o r the C a u d i l l State 

Number 1. 

A. Right. That's a change of ope r a t o r s h i p on the 

C a u d i l l State Number 1 from K e l l y Baxter, K e l l y H. Baxter, 

t o Leigh Operating company. 

Q. Okay, and the remaining e x h i b i t , OCD E x h i b i t 

Number 2, would you please i d e n t i f y t h a t ? 

A. I t ' s a plugging procedure w r i t t e n by B i l l y 

P r i c h a r d i n my o f f i c e . 

Q. And t o what w e l l does t h a t plugging procedure 

r e l a t e ? 

A. The C a u d i l l State Number 1. 

Q. Okay. Now, I be l i e v e the Examiner i n d i c a t e d t h a t 

your q u a l i f i c a t i o n s from the previous case would apply t o 

t h i s case, so I don't need t o ask you those questions 

again. 

Are you f a m i l i a r w i t h the Leigh Operating 

Company's C a u d i l l State Number 1 and C a u d i l l State Number 2 

wells? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. I n your opin i o n — Well, f i r s t of a l l , based on 

your personal f a m i l i a r i t y w i t h those w e l l s and the r e p o r t s 

you have received from inspectors a c t i n g under your 

d i r e c t i o n , can you s t a t e t o the Examiner t h a t each of these 

w e l l s has been i n a c t i v e f o r a continuous p e r i o d of a t l e a s t 

15 months preceding t h i s date? 

A. Yes. 

Q. I n your o p i n i o n , do these w e l l s need t o be 

plugged and abandoned f o r the prevention of waste, 

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 p r o t e c t i o n of the 

environment? 

A. Yes. 

Q. Have you made e f f o r t s t o get Leigh Operating 

Company t o do something about these wells? 

A. Yes, we have. 

Q. Have you had any success? 

A. No, we haven't. 

Q. Okay. I n the i n t e r e s t of f u l l y i n f o r m i n g the 

honorable Examiner, would you describe t o him the 

correspondence you r e c e n t l y received regarding these wells? 

A. Correspondence t h a t I've r e c e n t l y r eceived, we 

got a l e t t e r from a company c a l l e d Venture Energy, 

Incorporated, out of Dallas, showing where they had 

nominated the t r a c t s of land f o r the C a u d i l l State Number 2 

and the C a u d i l l State Number 1, and i t was signed by two 

STEVEN T. BRENNER, CCR 
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people w i t h Venture Energy. One was John L. G r i f f i t h , the 

other one was Gordon H. John L. G r i f f i t h ' s s i g n a t u r e also 

appears on the C-104 operator change from K e l l y Baxter t o 

Leigh Operating as president of Leigh Operating. 

Q. Does anything i n the correspondence you received 

from Venture Energy, other than the coincidence of the 

name, i n any way e x p l a i n the connection, i f any, between 

Leigh Operating Company and Venture Energy, Inc.? 

A. No. 

Q. Do you have any knowledge from any other source 

whether or not there's any connection and, i f so, what the 

connection is? 

A. Yes. B i l l y P richard, a f i e l d i n s p e c t o r t h a t 

works f o r me, contacted Mr. G r i f f i t h , I t h i n k he t o l d me 

yesterday, about a year ago by phone and t a l k e d t o him 

about these two w e l l s i n which, a t t h a t time, Mr. G r i f f i t h 

agreed t h a t he would c a l l the OCD every month, once a month 

t o keep us updated on what was going on. We haven't heard 

from him since. 

Q. U n t i l e a r l i e r t h i s week, c o r r e c t ? 

A. U n t i l we got t h i s nomination form from the State 

Land O f f i c e f o r Venture Energy. 

Q. Now, a t your request d i d I examine the records of 

the New Mexico Public Regulation Commission t o determine i f 

Venture Energy, I n c . , was shown as a c o r p o r a t i o n i n New 

STEVEN T. BRENNER, CCR 
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Mexico? 

A. Yes, you d i d . 

Q. And i s i t ? 

A. No. 

Q. Okay. And based on the apparent u n w i l l i n g n e s s of 

these people t o assume r e s p o n s i b i l i t y f o r t h i s w e l l i n 

terms of the l e g a l r e s p o n s i b i l i t y t h a t attaches t o the 

company or corporate e n t i t y t h a t was the operator, do you 

b e l i e v e t h a t despite t h e i r apparent i n t e r e s t i n nominating 

these leases, t h a t nevertheless these leases should be 

ordered plugged and abandoned? 

A. Yes, I do. 

Q. Very good. C a l l i n g your a t t e n t i o n again t o 

E x h i b i t s Numbers 2 and 4, i f these w e l l s were plugged and 

abandoned i n accordance w i t h the procedures s e t f o r t h i n 

E x h i b i t s Numbers 2 and 4, i n your p r o f e s s i o n a l o p i n i o n do 

you b e l i e v e these w e l l s would be plugged i n such a manner 

as t o prevent the m i g r a t i o n of f l u i d s from the formations 

i n which they are found i n t o other formations or t o the 

surface? 

A. Yes. 

Q. And do you b e l i e v e t h a t p lugging these w e l l s i n 

accordance w i t h E x h i b i t s Numbers 2 and 4, r e s p e c t i v e l y , 

would serve t o prevent waste, p r o t e c t c o r r e l a t i v e r i g h t s 

and p r o t e c t the environment? 

STEVEN T. BRENNER, CCR 
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A. Yes, I do. 

Q. Were E x h i b i t s Numbers 2 and 4 prepared by you or 

under your d i r e c t i o n ? 

A. Yes, they were prepared under my d i r e c t i o n . 

Q. Are E x h i b i t s Numbers 1 and 3 copies of f i l e s kept 

i n your o f f i c e i n the o r d i n a r y course of business? 

A. Yes, they are. 

Q. Are E x h i b i t s Numbers 1 and 3 p u b l i c records of 

the New Mexico O i l Conservation D i v i s i o n ? 

A. Yes. 

MR. BROOKS: Tender E x h i b i t s 1 through 4. 

EXAMINER CATANACH: E x h i b i t s 1 through 4 w i l l be 

admitted as evidence. 

MR. BROOKS: Pass the witness. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Williams, can you describe the recent e f f o r t s 

t h a t you've undergone t o f i n d or contact Leigh Operating? 

A. Yeah, December 13th of 2 000 we sent a l e t t e r t o 

Leigh Operating f o r the C a u d i l l State Number 1 and the 

C a u d i l l State Number 2, showing t h a t reviewing our records, 

t h i s lease had been shut i n a t t h a t time f o r over a year 

and t h a t they needed t o r e s t o r e the w e l l t o s e r v i c e , e i t h e r 

TA the w e l l , t e m p o r a r i l y abandon i t p r o p e r l y , or pl u g and 

abandon the w e l l or b r i n g i t back onto p r o d u c t i o n . 

STEVEN T. BRENNER, CCR 
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Also, there's numerous l e t t e r s from March of 1996 

from J e r r y Sexton, the former D i s t r i c t Supervisor, f o r the 

C a u d i l l State Number 2, t e l l i n g them t o do the same t h i n g 

as f a r as TA or plug and abandon or b r i n g the w e l l back t o 

i n j e c t i o n , and there's no response t o t h a t one. 

And there are about s i x other l e t t e r s from Mr. 

Sexton over the course of about f i v e months back i n 1996, 

asking him t o do t h a t f o r the C a u d i l l State Number 2. 

And then we sent another l e t t e r on the C a u d i l l 

State Number 2, May the 23rd of 2000, t o Leigh Operating t o 

p l u g and abandon the w e l l or b r i n g i t back on p r o d u c t i o n . 

And t h e r e was no response. 

There are several l e t t e r s , I would say a t l e a s t 

e i g h t . 

Q. The l a t e s t l e t t e r t h a t you sent would be the May 

23rd l e t t e r — or the — I'm s o r r y , the December 13th 

l e t t e r ? 

A. Yes. 

Q. And were these l e t t e r s — as f a r as you know, d i d 

they r e c e i v e these l e t t e r s ? 

A. I've got a note on the December 13th, 2 000, 

l e t t e r from B i l l y P r ichard t o Lea Operating. 

Q. Uh-huh. 

A. The note says " l e t t e r came back as u n d e l i v e r a b l e , 

t a l k e d w i t h John G r i f f i t h , faxed a copy of l e t t e r t o John 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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a t (214) 382-1902." So I'm sure he received i t . 

EXAMINER CATANACH: Okay, l e t me ask Mr. Brooks, 

were you able t o provide n o t i c e of t h i s hearing t o the 

Applicant? 

MR. BROOKS: Yes, s i r . 

We'll ask, Mr. Examiner, t h a t you take 

a d m i n i s t r a t i v e n o t i c e of the f a c t t h a t t h e r e i s a r e t u r n 

r e c e i p t i n the f i l e , i n d i c a t i n g t h a t the n o t i c e of t h i s 

proceeding t h a t was mailed t o Lea Operating Company was 

received. 

EXAMINER CATANACH: 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 t h a t r e t u r n r e c e i p t , Mr. Brooks. 

Q. (By Examiner Catanach) Mr. Wil l i a m s , do you 

be l i e v e t h a t you can get Lea Operating t o do anything w i t h 

these wells? 

A. No. 

Q. Now, you mentioned the f a c t t h a t they've 

nominated t h i s lease t o be put up by the State Land O f f i c e 

f o r lease. 

A. Right. 

Q. Do you know i f t h e i r c u r r e n t lease has expired? 

I s t h a t why — 

A. Their c u r r e n t lease has expired. 

Q. And i t ' s a s t a t e lease, r i g h t ? 

A. Right. 

STEVEN T. BRENNER, CCR 
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Q. But you don't know what the i n t e n t i o n of Venture 

Energy i s w i t h regards t o these wells? 

A. No, I don't. 

Q. I n o t i c e t h a t one of the w e l l s , t he C a u d i l l State 

Number 2, wasn't p r e v i o u s l y a s a l t w a t e r d i s p o s a l w e l l ; i s 

t h a t your understanding? 

A. Yes. 

Q. Do you have any idea about the mechanical 

i n t e g r i t y of t h a t wellbore? 

A. No, we don't, not r i g h t now. 

A l l we know i s t h a t the w e l l has t u b i n g i n i t and 

i t i s connected t o a t r i p l e x pump which i s not running, and 

there's no power t o i t . 

Q. And again, by conducting i n s p e c t i o n s you know 

t h a t these w e l l s are not being used f o r p r o d u c t i o n or 

disposal? 

A. Correct. 

Q. And those inspections have been ongoing, Mr. 

Williams? 

A. Yes, they have. 

EXAMINER CATANACH: That's a l l the questions I 

have of t h i s witness, Mr. Brooks. 

MR. BROOKS: Very good. I have no f u r t h e r 

questions. 

We c a l l Ms. P h i l l i p s . 

STEVEN T. BRENNER, CCR 
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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. Would you s t a t e your name f o r the record, please, 

Miss P h i l l i p s ? 

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

Q. By whom are you employed? 

A. By the New Mexico O i l Conservation D i v i s i o n . 

Q. I n what capacity? 

A. I'm the plugging bond a d m i n i s t r a t o r . 

Q. And i n t h a t capacity, are you respo n s i b l e f o r 

ma i n t a i n i n g the f i l e s i n which are kept the o r i g i n a l s of 

the bonds t h a t are fur n i s h e d by operators i n the State of 

New Mexico t o secure t h e i r o b l i g a t i o n t o p l u g w e l l s ? 

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

Q. C a l l your a t t e n t i o n t o E x h i b i t s Numbers 5 and 6 

and ask you t o i d e n t i f y them. 

A. E x h i b i t Number 5 i s a one-well plugging bond f o r 

Leigh Operating Company i n the amount of $10,000, and i t ' s 

f o r the C a u d i l l State Number 2.. 

Q. Correct. And who i s the sure t y on t h a t bond? 

A. Underwriters Indemnity. 

Q. And E x h i b i t Number 6? 

STEVEN T. BRENNER, CCR 
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A. E x h i b i t Number 6 i s a one-well p l u g g i n g bond i n 

the amount of $10,000. The operator or p r i n c i p a l i s Leigh 

Operating Company. Surety i s Underwriters Indemnity. 

Q. Okay, now — Thank you. I have handed you your 

f i l e s which you maintain i n the o r d i n a r y course of 

business, c o r r e c t ? 

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

Q. And I w i l l ask you t o take a couple of minutes 

here and compare the bonds — the E x h i b i t s Numbers 5 and 6 

t o the o r i g i n a l s maintained i n the f i l e s kept under your 

s u p e r v i s i o n . 

A. Yes, s i r , they are one and the same. 

MR. BROOKS: Correct, thank you. 

Tender E x h i b i t s 5 and 6. 

EXAMINER CATANACH: E x h i b i t s 5 and 6 w i l l be 

admitted as evidence. 

MR. BROOKS: Pass the witness. 

EXAMINER CATANACH: I have no questions of the 

witness, Mr. Brooks. 

But I would ask, were you able t o provide n o t i c e 

t o t h i s Underwriter's Indemnity Company? 

MR. BROOKS: We d i d send a l e t t e r t o them, and I 

cannot assure you r i g h t now whether or not t h e r e i s a 

r e t u r n r e c e i p t i n the f i l e f o r them. I would have t o check 

the case f i l e . I d i d s p e c i f i c a l l y check the case f i l e as 

STEVEN T. BRENNER, CCR 
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t o Leigh Operating Company, and i t was on t h a t basis t h a t I 

asked you t o take j u d i c i a l n o t i c e , but I would have t o 

check the case f i l e , and I d i d not s p e c i f i c a l l y do so t o 

see i f Underwriters... 

MR. WILLIAMS: Mr. Examiner, t h i s i s Chris. 

EXAMINER CATANACH: Yes, s i r ? 

MR. WILLIAMS: Can I i n t e r j e c t something i n t o 

t h i s ? 

EXAMINER CATANACH: C e r t a i n l y . 

MR. WILLIAMS: I got a c a l l from Underwriters 

Insurance about these two w e l l s on the 10th of May, Rick 

C h i l t o n w i t h Underwriters, and he was asking me what was 

s t i l l i n the w e l l s t h a t they could salvage, and he does 

know about the hearing. 

EXAMINER CATANACH: Okay, thank you, Mr. 

Wil l i a m s . 

For the record, i n the case f i l e i s a green card 

signed by a — i t looks l i k e a P. Taylor, and i t looks l i k e 

t h i s was, i n f a c t , d e l i v e r e d on February 7th of t h i s year. 

This witness may be excused. 

Mr. Brooks, do you have anything f u r t h e r i n t h i s 

case? 

MR. BROOKS: Again, I c a l l your a t t e n t i o n , Mr. 

Examiner, t o OCD E x h i b i t Number 7. I do not have a witness 

t o sponsor t h a t e x h i b i t , but I w i l l c a l l your a t t e n t i o n t o 
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the f a c t t h a t i t appears t o be a p r i n t o u t from the ONGARD 

system, and I w i l l again ask you t o take a d m i n i s t r a t i v e 

n o t i c e of the production data t h a t e x i s t s i n the ONGARD 

system i n regard t o these w e l l s . 

regards t o t h a t i t looks l i k e f o r the C a u d i l l State Number 

1 the date of l a s t production was 5 of 1998 — 

Number 2 i t looks l i k e date of l a s t i n j e c t i o n i n t o t h a t 

w e l l was — i t looks l i k e 5 of 1997. 

And t h i s i s the l a t e s t production or i n j e c t i o n 

data t h a t we have f o r these w e l l s , as f a r as you know? 

MR. BROOKS: That was what I asked Jane t o p u l l 

t h i s yesterday, so... 

EXAMINER CATANACH: Okay, I w i l l take 

a d m i n i s t r a t i v e n o t i c e , again, of the i n f o r m a t i o n contained 

i n the ONGARD system t o v e r i f y t h i s . 

EXAMINER CATANACH: Okay, Mr. Brooks, w i t h 

MR. BROOKS: Correct. 

EXAMINER CATANACH: — and f o r the C a u d i l l State 

Anything f u r t h e r , Mr. Brooks? 

MR. BROOKS: Nothing f u r t h e r , Mr. Examiner 

EXAMINER CATANACH: There being n o t h i n g f u r t h e r , 

Case 12,82 5 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

9:05 a.m.) 
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