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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 BP AMERICA PRODUCTION 
COMPANY FOR COMPULSORY POOLING, SAN JUAN 
COUNTY, NEW MEXICO 

APPLICATION OF BP AMERICA PRODUCTION 
COMPANY FOR COMPULSORY POOLING, SAN JUAN 
COUNTY, NEW MEXICO 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING Q P I ̂  T ' A L 

BEFORE: DAVID K. BROOKS, JR., Hearing Examiner 

January 23rd, 2003 

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 K. BROOKS, JR., 

Hearing Examiner, on Thursday, January 2 3rd, 2 003, a t the 

New Mexico Energy, Minerals and Nat u r a l 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 

9:44 a.m.: 

EXAMINER BROOKS: At t h i s time w e ' l l c a l l case 

Number 12,996, A p p l i c a t i o n of BP America Production Company 

f o r compulsory po o l i n g , San Juan County, New Mexico. 

C a l l also Case Number 12,997, A p p l i c a t i o n of BP 

America Production Company f o r compulsory p o o l i n g , San Juan 

County, New Mexico. 

C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, James Bruce of Santa 

Fe, r e p r e s e n t i n g the Appl i c a n t . I have one witness t o be 

sworn. 

EXAMINER BROOKS: Do I understand — and I don't 

know i f we got t h i s on the record -- you move f o r 

c o n s o l i d a t i o n of Case Numbers 12,996 and 12,997? 

MR. BRUCE: Yes, s i r . 

EXAMINER BROOKS: Very good. Cases Numbers 

12,996 and 12,997 w i l l be consolidated f o r purposes of 

hearing. 

And the witness may be sworn. 

(Thereupon, the witness was sworn.) 
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BRETT WOODY, 

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

Q. Would you please s t a t e your name f o r the record? 

A. B r e t t Woody. 

Where do you reside? 

I reside i n Houston, Texas. 

Who do you work f o r and i n what capacity? 

I work f o r BP America Production Company as a 

Q 

A 

Q 

A 

landman. 

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

Di v i s i o n ? 

A. No, I have not. 

Q. Would you please summarize your educational and 

employment background f o r the Examiner? 

A. I graduated from the U n i v e r s i t y of Texas i n 1983 

w i t h a PLM degree — t h a t ' s a business degree — and I have 

worked 20 years i n the o i l and gas business, 14 years as a 

landman, broken out between Cabot O i l and Gas and BP. I've 

worked areas from the Appalachians t o the Rockies, and I 

c u r r e n t l y have worked a l i t t l e over a year i n t h i s area. 

Q. And are you f a m i l i a r w i t h the land matters 

i n v o l v e d i n these two cases? 

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

MR. BRUCE: Mr. Examiner, I tender Mr. Woody as 

an expert petroleum landman. 

EXAMINER BROOKS: His c r e d e n t i a l s are accepted. 

Q. (By Mr. Bruce) Mr. Woody, what does — R e f e r r i n g 

t o your E x h i b i t 1, perhaps, what does BP seek i n these two 

cases? 

A. We seek t o pool the southwest q u a r t e r of Section 

24 and the southeast quarter of Section 24, 29 North, 12 

West. 

Q. And what depths are we seeking? 

A. We're loo k i n g f o r depths from the base of the 

P i c t u r e d C l i f f s formation t o the top of the Dakota. 

MR. BRUCE: Okay. Mr. Examiner, one item. I n 

the f i r s t case, 12,996, which involves the southwest 

q u a r t e r , i n the A p p l i c a t i o n we had asked t o pool 40-acre 

u n i t s but we're withdrawing t h a t a t t h i s time. 

EXAMINER BROOKS: That's i n 12,996? 

MR. BRUCE: Yes, s i r . 

EXAMINER BROOKS: Okay. 

Q. (By Mr. Bruce) Nowf Mr. Woody, once again 

r e f e r r i n g t o your E x h i b i t 1, again, what w e l l s w i l l be 

dedicated t o the u n i t ? 

A. The Crawford Gas Com B 1 w i l l be dedicated t o the 

southwest quarter of the s e c t i o n , and the Crawford Gas Com 

STEVEN T. BRENNER, CCR 
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B I E w i l l be d e d i c a t e d t o t h e s o u t h e a s t q u a r t e r o f t h e 

s e c t i o n . 

Q. Are t h o s e p r o d u c i n g w e l l s ? 

A. Yes, t h e y ' r e p r o d u c i n g from t h e Dakota f o r m a t i o n . 

Q. And so BP p l a n s on adding a — What do t h e y p l a n 

on r e c o m p l e t i n g i n a t t h i s time? 

A. Our c u r r e n t p l a n s are t o r e c o m p l e t e i n t h e Chacra 

f o r m a t i o n and downhole commingle t h o s e two zones. 

Q. Okay. I n l o o k i n g a t E x h i b i t 1, we're h e r e t o d a y 

c o n c e r n i n g t h e i n t e r e s t owners o f two l e a s e s ; i s t h a t 

c o r r e c t ? 

A. Yes. Yes, we a r e . 

Q. Now, i n E x h i b i t 1 t h e r e ' s t h e l e a s e marked r e d . 

They're b o t h p a r t o f a s i n g l e f e d e r a l l e a s e , a r e t h e y n o t ? 

A. Yes, t h e y a r e , F e d e r a l Lease NM-013885. And t h e 

b l u e l e a s e r e p r e s e n t s a f e e l e a s e h e l d by B u r r e l H. 

Cra w f o r d . 

Q. Okay, he's t h e l e s s o r o f t h a t lease? 

A. Yes, he i s . 

Q. But even though t h e y ' r e s p l i t up, i t i s t h e same 

lease? 

A. R i g h t . 

Q. Okay. What are E x h i b i t s 2A and 2B? 

A. 2A and 2B are t h e sundry n o t i c e s t h a t we have 

f i l e d w i t h t h e S t a t e f o r th e s e two o p e r a t i o n s . I t n o t e s 
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the plan t o develop and downhole commingle, and both have 

been approved by the State f o r t h i s o p e r a t i o n . 

Q. Okay. The work has not commenced y e t on these 

w e l l s , has i t ? 

A. No, i t has not, no. 

Q. Now, t h i s i s going t o be k i n d of an unusual case. 

Who does BP seek t o pool? 

A. R e f e r r i n g back t o E x h i b i t Number 1, these two 

leases are held by a company c a l l e d Pioneer Corporation. 

Pioneer c o r p o r a t i o n dissolved i n 1986. I t no longer 

e x i s t s . And so we t h e o r i z e t h a t the shareholders of 

Pioneer Corporation would hold the ownership i n these 

leases. 

Q. Now, i n general, who are the successors t o leases 

i n San Juan County once owned by Pioneer Corporation? 

A. Pioneer Natural Resources, USA, I n c . , who i s 

corporate — excuse me, who i s a s u c c e s s o r - i n - i n t e r e s t t o 

Mesa Petroleum, also Conoco. 

Q. Okay, so -- Weil, l e t ' s get i n t o t h i s i n a l i t t l e 

more d e t a i l . 

A. Okay. 

Q. Now, Pioneer Corporation d i s s o l v e d i n 1986? 

A. Right. 

Q. Now, before i t s d i s s o l u t i o n d i d i t assign a 

number of leases i n San Juan County? 

STEVEN T. BRENNER, CCR 
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A. Yes, i t d i d . The way t h i s — i f t h i n g s had gone 

smoothly w i t h t h i s — The ownership was he l d by Pioneer 

Corporation, who sold out t h e i r i n t e r e s t t o Mesa. Later 

Mesa so l d out t h e i r i n t e r e s t i n t h i s area t o Conoco, but — 

Q. But w i t h respect t o these leases — 

A. Uh-huh. 

Q. — there's no assignment of record — 

A. Right. 

Q. — from Pioneer Corporation — 

A. Right. 

Q. — t o Mesa? 

A. Right, r i g h t . And — 

Q. And l i k e w i s e , there's no assignment of record 

from Mesa's successor, which i s Pioneer, USA, t o Conoco; i s 

t h a t c o r r e c t ? 

A. Right, t h a t i s t r u e . 

Q. Now, w e ' l l get i n t o t h i s i n a l i t t l e more d e t a i l , 

but have you been i n touch w i t h both Pioneer USA, the 

successor t o Mesa, and w i t h Conoco? 

A. Yes, I have, and n e i t h e r claims an i n t e r e s t i n 

these leases. 

Q. I mean, you've o f f e r e d i t t o them and they've 

j u s t s a i d , we don't own i t ? 

A. Yes, I approached Conoco who s a i d Pioneer owns 

i t , and I approached Pioneer who says Conoco owns i t . 

STEVEN T. BRENNER, CCR 
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Q. So i n order t o be safe, a t t h i s time do you seek 

t o pool Pioneer Corporation, Pioneer USA and Conoco? 

A. Yes. 

Q. Okay. Let's r e f e r t o your E x h i b i t 3 and --

A. Okay. 

Q. -- discuss your contacts w i t h these people. Now 

before we do, you had -- and we can submit t h i s i f 

necessary — l a s t summer d i d you not have some — or l a s t 

year you had some land work done on t h i s prospect? 

A. Yes, we d i d , and f o l l o w i n g the events t h a t I 

described, i t was believed t h a t Conoco would have owned 

t h i s lease. I n September I sent them a l e t t e r , and — 

Q. That's at the very end of t h i s e x h i b i t ? 

A. Yeah, I'm sor r y . Yeah, i f y o u ' l l page back 

through E x h i b i t 3 y o u ' l l f i n d a l e t t e r dated September 

18th. That's where I proposed these two w e l l s , the 

ope r a t i o n t o Conoco, and Conoco t o l d me t h a t they d i d not 

get an assignment of the south h a l f of the s e c t i o n . They 

d i d get an assignment i n the no r t h h a l f but not i n the 

south h a l f . 

Q. From Pioneer USA? 

A. Right. 

Q. Or from Mesa Petroleum? 

A. Right. And so t h a t r e s u l t e d i n me c o n t a c t i n g 

Pioneer t o f i n d out what happened, and they assured me t h a t 
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the assignment d i d take place. 

And so I h i r e d -- I had t o h i r e another f i e l d 

broker t o r e a l l y get down i n t o the problem, and we 

discovered i n 1986 t h a t t h i s was never assigned, even 

though i t should have been. 

Q. Okay. So t o the best t h a t BP can t e l l , i t ' s 

s t i l l owned by the dissolved c o r p o r a t i o n , Pioneer 

Corporation, or i t s shareholders? 

A. Right. 

Q. Okay. So --

A. Let me also --

Q. Go ahead. 

A. Okay. And so I f e l t l i k e maybe Pioneer N a t u r a l 

Resources could shed some l i g h t on the problem, and I d e a l t 

w i t h them e x t e n s i v e l y and got no r e s u l t s . I d e a l t w i t h 

Carolyn Benson, t h e i r l e g a l r e p r e s e n t a t i v e i n t h i s area, 

who I thought might have some i n f o r m a t i o n on the area, and 

she s a i d she would not — she was j u s t f i r m , she was nice 

but she said she was not going t o look i n t o t h i s . 

But she d i d r e f e r me t o a lady named K e r r i e 

Stewart i n Midland, who's the land a d m i n i s t r a t o r , who s a i d , 

w e l l , she would look i n t o i t , but she s a i d there's 400 

boxes r e l a t e d t o t h i s item, and we can't -- you can't 

expect much from us on t h i s . 

So as a l a s t - d i t c h e f f o r t I sent them — I sent 

STEVEN T. BRENNER, CCR 
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Pioneer the l e t t e r dated December 19th, asking them t o try-

t o r e s o l v e t h i s matter, and I also included a cc t o Conoco, 

t o a Tom Scarbrough, and I l e f t messages w i t h Tom about 

t h i s , and I never got a phone c a l l back and have not heard 

anything from e i t h e r p a r t y . 

Q. Okay, so despite your contacts, n e i t h e r Pioneer 

USA nor Conoco has claimed an i n t e r e s t ? 

A. Right. 

Q. And they have not responded t o your w e l l proposal 

dated December 19th? 

A. Right. 

Q. I n your opinion, has BP made a g o o d - f a i t h e f f o r t 

t o o b t a i n the v o l u n t a r y j o i n d e r of whoever owns the 

i n t e r e s t i n these leases? 

A. Yes, we have. 

Q. Now, t h i s p o o l i n g seeks t o pool t o the top of the 

Dakota. Why doesn't BP seek t o pool the Dakota? 

A. Well, the Dakota i s already producing, and we 

have an operating agreement dated around 1960 t h a t c o n t r o l s 

operations of t h a t . 

The other p a r t y i n these two w e l l s i s B u r l i n g t o n . 

We are i n agreement on r e p l a c i n g t h a t o p e r a t i n g agreement 

w i t h a new operating agreement which w i l l cover the 

shallower zones, as w e l l as the Dakota. 

Q. Okay. But r e a l l y the Pioneer i n t e r e s t — or does 

STEVEN T. BRENNER, CCR 
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Pioneer own an i n t e r e s t i n the Dakota? 

A. No, they do not. No, we own the Dakota r i g h t s i n 

these leases, but not the r i g h t s from the base of the 

P i c t u r e d C l i f f t o the top of the Dakota. 

Q. Okay. Would you please i d e n t i f y your E x h i b i t s 4A 

and 4B and discuss the cost of the proposed recompletions? 

A. Yes, 4A represents the cost of the o p e r a t i o n f o r 

the Crawford Gas Com B 1. I t ' s $147,000. 

And the B IE i s represented by 4B, and i t ' s 

$136,000. 

Q. Are these costs i n l i n e w i t h the costs of other 

w e l l s recompleted at t h i s depth i n t h i s area? 

A. Yes, yes, they are. 

Q. Does BP request t h a t i t be designated operator of 

the wells? 

A. Yes, we do. 

Q. Do you have a recommendation f o r the amounts 

which BP should be paid f o r s u p e r v i s i o n and a d m i n i s t r a t i v e 

expenses? 

A. Yes, $4795 f o r a d r i l l i n g r a t e and $667 per month 

f o r a producing r a t e . 

Q. And are t h e s e amounts e q u i v a l e n t t o t h o s e 

normally charged by BP and other operators i n t h i s area f o r 

w e l l s of t h i s depth? 

A. Yes, they are. 

STEVEN T. BRENNER, CCR 
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Q. Do you request t h a t these costs be adjusted under 

the COPAS accounting procedure? 

A. Yes, we request t h a t . 

Q. And were Pioneer USA and Conoco n o t i f i e d of t h i s 

hearing? 

A. Yes, they were. 

Q. And i s E x h i b i t 5 my a f f i d a v i t of notice? 

A. Yes, i t i s . 

Q. And again, t o r e i t e r a t e , they d i d n ' t respond t o 

t h i s l e t t e r e i t h e r ? 

A. They d i d n ' t respond t o t h i s e i t h e r , no. 

Q. Was n o t i c e given t o t he shareholders of the o l d 

Pioneer Corporation? 

A. Yes, i t was, and t h a t ' s represented by E x h i b i t s 

6A and 6B. These notices were f i l e d w i t h the D a i l y Times 

i n Farmington. 

Q. Okay. Now, Mr. Woody, I'm going t o have you 

discuss t o a c e r t a i n extent the r i s k f a c t o r , which I t h i n k 

you're aware i s u s u a l l y done by a ge o l o g i s t ? 

A. Yes, I am. 

Q. Now, i n t h i s area has BP done a geologic study of 

the area i n the Chacra? 

A. No, we have no s t r u c t u r e maps t o present. The 

Chacra i s very i s o l a t e d . I t ' s very hard t o come up w i t h on 

logs, and so as a r e s u l t we r e a l l y — we've j u s t seen i t i n 
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a few w e l l s here and we do not have a major study on the 

area f o r the Chacra formation. 

Q. And r e a l l y when you're l o o k i n g a t i t , the two 

prospe c t i v e zones t h a t might be pooled i n t h i s area are the 

Chacra and the Mesaverde, perhaps? 

A. That would be c o r r e c t . 

Q. But there are no Mesaverde w e l l s w i t h i n a number 

of miles of your — 

A. That's r i g h t . 

Q. Okay, so you're p r i m a r i l y l o o k i n g a t the Chacra. 

Now, what i s E x h i b i t 7? 

A. E x h i b i t 7 and 8 should be viewed t o g e t h e r . 

E x h i b i t 7 i s an area p l a t t h a t shows the various P i c t u r e d 

C l i f f , F r u i t l a n d Coal and Dakota w e l l s t h a t are common i n 

t h i s area. I t also notes a few Chacra w e l l s t h a t we've 

completed. As a p o i n t of reference I've noted the o u t l i n e 

of the Gallegos Canyon Unit i n Green t h e r e . 

I f y o u ' l l look a t E x h i b i t Number 8, y o u ' l l see 

the r e p r e s e n t a t i v e Chacra w e l l s t h a t are i n t h i s area. We 

d r i l l e d our f i r s t w e l l -- Excuse me, we made our f i r s t 

r ecompletion attempt i n the Chacra i n the GCU Com B 14 3 i n 

the southeast [ s i c ] quarter of Section 25 i n December of 

2001, and then d i d the r e s t i n Section 25 and 26 i n 2002. 

We had a f a i l u r e i n Section 26, the zone was wet. 

And also i n Section 13 and 3 0 I want t o note t h a t 
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t h e r e i s Chacra production. These w e l l s are operated by 

Conoco. 

The w e l l i n Section 13 was a f a i l u r e 

economically. I t ' s only produced a t e n t h of a BCF i n close 

t o 20 years. And the w e l l i n Section 30 was recompleted. 

I d i d n ' t — I f a i l e d t o note on t h e r e , i t was recompleted 

i n -- l e t ' s see -- i t was recompleted i n February of 1982, 

and i t ' s a c t u a l l y a p r e t t y good w e l l , p r e t t y good 

recompletion. 

Q. Okay. But again, there are no -- BP doesn't have 

any geologic maps of the Chacra i n t h i s area? 

A. Right, there's no general study t h a t we've done 

of t h i s area. 

Q. And as you said, some of these w e l l s are new, so 

they're k i n d of d i f f i c u l t t o t e l l whether or not they w i l l 

be s uccessful, although a couple of them appear t o be 

producing a t decent rates? 

A. Yes, the production we've seen out here i s --

w e l l , i t ' s f a i l e d i n one w e l l , but i t ' s been from 75 t o 160 

a day, i s what we've been coming up w i t h . 

And I don't a n t i c i p a t e w e ' l l be doing a study, 

because l i k e I s aid, the w e l l logs are i n c o n c l u s i v e as t o 

the Chacra i n many l o c a t i o n s , so --

Q. Would BP d r i l l a w e l l s o l e l y t o t e s t the Chacra? 

A. No, we would not, no. 
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Q. Now, based on the r e s u l t s here, i t ' s s t i l l a 

marginal zone, i s i t not? 

A. Yes. 

Q. And you would request a r i s k p e n a l t y be assessed 

against the nonconsenting i n t e r e s t owners? 

A. Yes, I would. 

I' d also l i k e t o say t h a t these i n t e r e s t s t h a t 

we're having t o f o r c e pool represent a l a r g e percentage, 

roughly 3 3 percent, of the two u n i t s , and there's no one t o 

cla i m t h i s and i t w i l l represent an a d m i n i s t r a t i v e burden 

a f t e r payout f o r us t o have t o monitor the p r o d u c t i o n and 

suspense. 

Q. Were E x h i b i t s 1 through 8 prepared by you or 

under your s u p e r v i s i o n or compiled from company business 

records? 

A. Yes, they were. 

Q. And i n your opinion are the g r a n t i n g of BP's 

A p p l i c a t i o n s i n the i n t e r e s t s of conservation and the 

p r e v e n t i o n of waste? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of BP E x h i b i t s 1 through 8. 

EXAMINER BROOKS: BP E x h i b i t s 1 through 8 w i l l be 

admitted. 

MR. BRUCE: And I have nothing f u r t h e r of the 
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witness at t h i s time. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. You i n d i c a t e d t h a t the i n t e n t i o n was t o downhole 

commingle the Chacra and the Dakota --

A. Yes, s i r . 

Q. — r i g h t ? 

A. Yes, s i r . 

Q. I f I understood you c o r r e c t l y , you sa i d t h a t t h a t 

had been approved. Was t h a t a c o r r e c t understanding? 

A. Well, the sundry notices t o do t h a t have been 

approved. 

MR. BRUCE: I t h i n k t h a t ' s j u s t f o r the work, Mr. 

Examiner --

THE WITNESS: Oh. 

MR. BRUCE: -- not the downhole commingling 

i t s e l f . 

THE WITNESS: Oh, oh, yeah, yeah. Okay, I'm 

so r r y , I misunderstood. 

Q. (By Examiner Brooks) Okay. So you i n t e n d t o 

make the downhole commingling the subject of a separate 

a p p l i c a t i o n ? 

A. Yes, i t would be. 

EXAMINER BROOKS: Okay, very good. I don't have 

any f u r t h e r questions. 
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Mr. Stogner? 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Just f o r a p o i n t of c l a r i f i c a t i o n , I know t h i s i s 

— i n Case 12,996, now, you have brought the 40-acre 

spacing, and t h a t was advertised as a recompletion of a 

w e l l i n an orthodox gas w e l l l o c a t i o n but an unorthodox o i l 

w e l l l o c a t i o n , so t h a t takes care of t h a t . 

But the w e l l l o c a t i o n i n 12,997, the recompletion 

of an unorthodox gas w e l l l o c a t i o n , was t h a t a mistaken — 

MR. BRUCE: Mr. Examiner, i t i s — i t s footage i s 

152 0 f e e t from the south and east l i n e s , so i t i s orthodox 

as t o gas. The advertisement does say unorthodox gas w e l l 

l o c a t i o n . That i s a typo. 

EXAMINER STOGNER: Okay, I j u s t wanted some 

c l a r i f i c a t i o n on t h a t . I have no other questions. 

EXAMINER BROOKS: Very good. I f there's nothing 

f u r t h e r , Cases Numbers 12,996 and 12,997 w i l l be taken 

under advisement. 

(Thereupon, these proceedings were concluded a t 

10:03a.m.) 
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