
1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

18 

19 

20 

2 1 

2 2 

23 

24 

2 5 

1 

NEW MEXICO OIL CONSERVATION DIVISION 

STATE LAND OFFICE BUILDING 

STATE OF NEW MEXICO 

CASE NO. 10752 

IN THE MATTER OF: 

The A p p l i c a t i o n o f Rand O i l & Gas, 
I n c . , f o r Compulsory P o o l i n g , 
Lea C o u n t y , New M e x i c o . 

BEFORE 

MICHAEL E. STOGNER 

H e a r i n g Examiner 

S t a t e Land O f f i c e B u i l d i n g 

T h u r s d a y , J u l y 1, 1993 

REPORTED BY: 

CARLA DIANE RODRIGUEZ 
C e r t i f i e d C o u r t R e p o r t e r 
f o r t h e S t a t e o f New Mexico 

I j j T T f D l 
JUL 221993 

0»L CONSERVATION DlViS 

ORIGINAL 
RODRIGUEZ REPORTING 

(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

1 6 

17 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

24 

25 

2 

A P P E A R A N C E S 

FOR THE NEW MEXICO OIL CONSERVATION DIVISION: 

ROBERT G. STOVALL. ESQ. 
G e n e r a l Counsel 
S t a t e Land O f f i c e B u i l d i n g 
Post O f f i c e Box 2088 
Santa Fe, New Mexico 87504-2088 

FOR THE APPLICANT: 

KAREN AUBREY. ESQ. 
236 Montezuma 
Santa Fe, New Mexico 87501 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

17 

18 

19 

20 

21 

2 2 

23 

24 

25 

3 

I N D E X 

Appearances 

WITNESSES FOR THE APPLICANT 

1. PHIL M. WHITSITT 
E x a m i n a t i o n by Ms 
E x a m i n a t i o n by Mr 

2. ALBERT H. SMITH 
E x a m i n a t i o n by Ms 
E x a m i n a t i o n by Mr 
E x a m i n a t i o n by Mr 

C e r t i f i c a t e o f R e p o r t e r 

Page Number 

2 

Aubrey 
S t ogner 

Aubrey 
S t ogne r 
S t o v a l 1 

5 
1 1 

1 2 
2 1 
23 

25 

E X H I B I T S 
Page M a r k e d 

E x h i b i t No . 1 6 
E x h i b i t No . 2 7 
E x h i b i t No . 3 9 
E x h i b i t No . 4 9 
E x h i b i t No . 5 10 
E x h i b i t No . 6 10 
E x h i b i t No . 7 1 5 
E x h i b i t No . 8 1 7 
E x h i b i t No . 9 1 8 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

17 

18 

1 9 

20 

2 1 

22 

23 

24 

25 

4 

EXAMINER STOGNER: Going t o t h e second 

page, w e ' l l c a l l Case No. 10752. 

MR. STOVALL: A p p l i c a t i o n o f Rand O i l & 

Gas, I n c . , f o r c o m p u l s o r y p o o l i n g , Lea County, 

New M e x i c o . 

EXAMINER STOGNER: C a l l f o r 

a p p e a r a n c e s . 

MS. AUBREY: Karen Aubrey, Santa Fe, 

a p p e a r i n g f o r t h e A p p l i c a n t . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

a p p e a r a n c e s ? 

MR. WHITSITT: P h i l W h i t s i t t , M i d l a n d . 

MS. AUBREY: T h a t ' s okay. W e ' l l j u s t 

have you sworn, s i r . 

EXAMINER STOGNER: Do you have any 

w i t n e s s e s , Ms. Aubrey? 

MS. AUBREY: Yes, Mr. S t o g n e r , I have 

two w i t n e s s e s t o be sworn. 

EXAMINER STOGNER: W i l l t h e w i t n e s s e s 

p l e a s e s t a n d t o be sworn a t t h i s t i m e . 

[And t h e w i t n e s s e s were d u l y s w o r n . ] 

EXAMINER STOGNER: You may be s e a t e d . 

Ms. Aubrey? 

MS. AUBREY: C a l l my f i r s t w i t n e s s , Mr. 

P h i l W h i t s i t t . 
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PHIL M. WHITSITT 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MS. AUBREY: 

Q. Would you s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e ? 

A. My name i s P h i l W h i t s i t t . 

Q. Where a r e you employed, Mr. W h i t s i t t ? 

A. The A n s c h u t z C o r p o r a t i o n i n M i d l a n d , 

Texas. 

Q. What do you do f o r t h e A n s c h u t z 

C o r p o r a t i o n ? 

A. I am a landman. 

Q. What's y o u r r e l a t i o n s h i p t o Rand O i l & 

Gas, I n c . ? 

A. We a r e a c t i n g as c o n s u l t a n t s f o r Rand 

i n t h i s p a r t i c u l a r v e n t u r e . We assembled t h e 

p r o s p e c t , s o l d i t t o Rand, and we're c o n s u l t i n g 

f o r them. 

Q. How l o n g have you been a landman, Mr. 

W h i t s i t t ? 

A. A p p r o x i m a t e l y 23 y e a r s . 

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

t h e 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 and had 
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y o u r q u a l i f i c a t i o n s made a m a t t e r o f r e c o r d ? 

A. Yes, I have. 

MS. AUBREY: Mr. S t o g n e r , I o f f e r Mr. 

W h i t s i t t as an e x p e r t i n p e t r o l e u m l a n d m a t t e r s . 

EXAMINER STOGNER: Mr. W h i t s i t t i s so 

q u a l i f i e d . 

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

a p p l i c a t i o n o f Rand O i l & Gas, I n c . , f o r 

c o m p u l s o r y p o o l i n g , t h a t ' s b e i n g h e a r d t h i s 

m o r n i n g ? 

A. Yes, I am. 

Q. Are you t h e landman who has worked on 

p u t t i n g t h e l a n d p a r t o f t h i s d e a l t o g e t h e r f o r 

Rand O i l & Gas? 

A. I am, i n d e e d . 

Q. L e t me have you l o o k a t y o u r E x h i b i t 

No. 1, w h i c h i s an a r e a map. The r e d d o t on t h e 

map i d e n t i f i e s t h e p r o p o s e d l o c a t i o n , i s t h a t 

c o r r e c t ? 

A. Yes, i t does. 

Q. The h a t c h e d a r e a on t h e map r e f l e c t s 

t h e p r o p o s e d p r o r a t i o n u n i t ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. Now, Rand i n t e n d s t o c o m p l e t e a w e l l i n 

t h e S o u t h K n o w l e s - D e v o n i a n , i s t h a t c o r r e c t ? 
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A. That i s r i g h t . 

Q. What's t h e a p p r o x i m a t e d e p t h o f t h a t 

p r o p o s e d w e l l ? 

A. 12,000 t o 12,200, d e p e n d i n g on where 

t h e D e v o n i a n comes i n . 

EXAMINER STOGNER: I'm s o r r y , I 

c o u l d n ' t hear t h a t . 

THE WITNESS: 12,000 t o 12,200. Depends 

on where t h e t o p o f t h e D e v o n i a n comes i n . 

MR. STOVALL: Mr. W h i t s i t t , l e t me t e l l 

y o u , i t ' s much more i m p o r t a n t t h a t t h e c o u r t 

r e p o r t e r and us hear you t h a n Ms. Aubrey hear 

you, so I w o u l d a p p r e c i a t e i t i f you w o u l d speak 

up . 

THE WITNESS: Okay. 

Q. Now, Mr. W h i t s i t t , were you i n v o l v e d i n 

c o n t a c t i n g t h e w o r k i n g i n t e r e s t owners i n t h e 

e a s t h a l f o f t h e n o r t h w e s t q u a r t e r o f S e c t i o n 18 

i n o r d e r t o f o r m a v o l u n t a r y u n i t f o r t h i s w e l l ? 

A. Yes, I was. 

Q. L e t me have you r e f e r t o y o u r E x h i b i t 

No. 2. Can you r e v i e w t h a t f o r t h e Examiner? 

A. T h i s i s a l i s t o f w o r k i n g i n t e r e s t 

owners i n t h e e a s t h a l f - n o r t h w e s t q u a r t e r o f 

S e c t i o n 18, w h i c h i s t h e p r o r a t i o n u n i t . 
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Ar c o O i l & Gas Company i s an u n l e a s e d 

50 p e r c e n t m i n e r a l owner. Enron O i l & Gas 

Company i s a l e a s e h o l d owner, h o l d i n g 

a p p r o x i m a t e l y 24 p e r c e n t . S o u t h l a n d R o y a l t y i s 

an u n l e a s e d m i n e r a l owner, w i t h 7.75 p e r c e n t . 

S t a n f o r d C l i n t o n i s an u n l e a s e d m i n e r a l owner 

w i t h 1.04 p e r c e n t . 

We have n e g o t i a t e d f a r m - i n a g r e e m e n t s 

w i t h A r c o , Enron and S o u t h l a n d . The A n s c h u t z 

C o r p o r a t i o n has t h e b a l a n c e o f t h e l e a s e h o l d o f 

17.12 p e r c e n t . We have been u n a b l e t o t r a d e w i t h 

S t a n f o r d C l i n t o n , J r . 

Q. What has been y o u r c o n t a c t w i t h Mr. 

C 1 i n t o n ? 

A. We have, p r e v i o u s t o t h i s w e l l , had 

numerous c o n v e r s a t i o n s w i t h Mr. C l i n t o n w i t h 

r e g a r d t o t h e w e l l t h a t A n s c h u t z d r i l l e d i n t h e 

e a s t h a l f - s o u t h w e s t o f S e c t i o n 18. At t h a t t i m e , 

Mr. C l i n t o n was adamant t h a t he d i d n o t want a 

l e a s e , he d i d n o t want t o f a r m o u t , d i d n o t want 

t o p a r t i c i p a t e . D i d , i n f a c t , want t o go under 

t h e t e r m s o f a c o m p u l s o r y p o o l i n g o r d e r i s s u e d by 

t h e 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 . That 

was t h e r e s u l t o f our w e l l . 

When Rand p r o p o s e d d r i l l i n g t h e n o r t h 
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o f f s e t t o our w e l l , I a g a i n c o n t a c t e d Mr. 

C l i n t o n . The r e s p o n s e was t h e same. I w r o t e him 

a l e t t e r t h a t , I t h i n k , i s E x h i b i t 3, i n v i t i n g 

him t o p a r t i c i p a t e , o f f e r i n g t o l e a s e him or 

g i v i n g him t h e o p t i o n t o be p o o l e d , and he 

s e l e c t e d t h e o p t i o n t o be p o o l e d . 

Q. R e f e r r i n g t o y o u r E x h i b i t No. 3, a t t h e 

b o t t o m o f i t t h e r e i s a s i g n a t u r e . I s t h a t Mr. 

C l i n t o n ' s s i g n a t u r e ? 

A. That i s h i s s i g n a t u r e . 

Q. And on t h a t he i n d i c a t e s t h a t he e l e c t s 

t o be p o o l e d u n d e r t h e t e r m s s e t by 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 , i s t h a t c o r r e c t ? 

A. Yes, t h a t i s c o r r e c t . 

Q. So h i s i n t e r e s t i s t h e o n l y i n t e r e s t 

t h a t y o u ' r e a s k i n g f o r a p o o l i n g o r d e r c o v e r i n g 

t o d a y ? 

A. Yes, i t i s . 

Q. When you c o n t a c t e d Mr. C l i n t o n , d i d you 

send him an AFE f o r t h e w e l l ? 

A. Yes. 

Q. L e t me have you r e f e r t o Rand E x h i b i t 

No. 4. I s t h a t t h e AFE t h a t was s e n t t o Mr. 

C l i n t o n ? 

A. That i s t h e AFE. 
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Q. Mr. W h i t s i t t , i s Rand s e e k i n g t o be 

named as o p e r a t o r o f t h i s w e l l ? 

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

Q. What o v e r h e a d r a t e s a r e you r e q u e s t i n g 

f r o m t h e D i v i s i o n ? 

A. The o v e r h e a d r a t e s as s p e c i f i e d i n 

t h e - - a c t u a l l y , i t ' s t h e 1991 E r n s t & Young 

s u r v e y . We d i d n o t have a 92 a v a i l a b l e , b u t 

t h e s e r a t e s a r e f i n e f o r t h a t d e p t h w e l l . 

Q. You're r e f e r r i n g t o y o u r E x h i b i t No. 5, 

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

A. Yes, t h a t ' s c o r r e c t , E x h i b i t No. 5. 

$5,128 f o r a d r i l l i n g w e l l , and $540 f o r a 

p r o d u c i n g w e l l , t h o s e b e i n g t h e median r a t e s i n 

t h e 91 s u r v e y . 

Q. What r i s k p e n a l t y f a c t o r i s Rand 

s e e k i n g i n t h i s case? 

A. 200 p e r c e n t . 

Q. And Mr. S m i t h , who i s t h e g e o l o g i s t 

a s s i s t i n g Rand i n t h i s c ase, w i l l d i s c u s s t h e 

b a s i s f o r t h a t p e n a l t y , i s t h a t r i g h t ? 

A. Yes. 

Q. L e t me show you E x h i b i t No. 6, w h i c h i s 

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

MS. AUBREY: And, Mr. S t o g n e r , you have 
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t h e s e t t h a t has t h e o r i g i n a l g r e e n c a r d s i n 

them. 

Q. Mr. W h i t s i t t , i s t h a t a c e r t i f i c a t e o f 

m a i l i n g o f t h e a p p l i c a t i o n o f n o t i c e o f t h i s 

h e a r i n g t o Mr. S t a n f o r d C l i n t o n , J r . , i n R e c l u s e , 

Wyoming? 

A. Yes, i t i s . 

Q. Mr. W h i t s i t t , were E x h i b i t s 1 t h r o u g h 6 

p r e p a r e d by you or under y o u r s u p e r v i s i o n and 

d i r e c t i o n ? 

A. Yes, t h e y were. 

MS. AUBREY: Mr. S t o g n e r , I o f f e r 

E x h i b i t s 1 t h r o u g h 6. 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 6 

w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

Q. Mr. W h i t s i t t , i n y o u r o p i n i o n , w i l l t h e 

g r a n t i n g o f t h e a p p l i c a t i o n o f Rand O i l & Gas f o r 

c o m p u l s o r y p o o l i n g , p r e v e n t w a s t e , p r o m o t e 

c o n s e r v a t i o n o f h y d r o c a r b o n s , and p r o t e c t 

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 . 

MS. AUBREY: I have no more q u e s t i o n s , 

Mr. S t o g n e r . 

EXAMINATION 

BY EXAMINER STOGNER: 
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Q. Mr. W h i t s i t t , when you were i n c o n t a c t 

w i t h Mr. C l i n t o n , was t h a t u nder t h e a u s p i c e s 

t h a t A n s c h u t z w o u l d be t h e o p e r a t o r o r t h a t Rand 

w o u l d be t h e o p e r a t o r , o r was he e v e r under t h e 

u n d e r s t a n d i n g t h a t Rand w o u l d be t h e o p e r a t o r ? 

A. I'm n o t s u r e t h a t t h a t was d i s c u s s e d . 

We had w r i t t e n p r o p o s i n g t h e w e l l , and 

s u b s e q u e n t l y b r o u g h t Rand i n t o t h e p r o s p e c t and 

t h e y became o p e r a t o r . 

Q. And t h i s i s t h e o n l y w r i t t e n 

c o r r e s p o n d e n c e — 

A. Yes. 

Q. — y o u have had, p r e s e n t e d t o d a y ? 

A. Yes. 

EXAMINER STOGNER: Any o t h e r 

q u e s t i o n s ? You may be e x c u s e d . 

Ms. Aubrey? 

MS. AUBREY: At t h i s t i m e I w o u l d c a l l 

Mr. A l b e r t S m i t h . 

ALBERT H. SMITH 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MS. AUBREY: 

Q. Would you s t a t e y o u r name, b u s i n e s s 
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a d d r e s s , and o c c u p a t i o n f o r t h e r e c o r d ? 

A. A l b e r t H. S m i t h . 4000 N o r t h B i g 

S p r i n g , M i d l a n d , Texas. O c c u p a t i o n , g e o l o g i s t 

w i t h A n s c h u t z . 

Q. What's y o u r r e l a t i o n s h i p t o Rand O i l & 

Gas i n t h i s case, Mr. Smith? 

A. We're a c t i n g as g e o l o g i c a l c o n s u l t a n t s 

t o Rand. We s o l d t h e d e a l t o Rand t o d r i l l a 

De v o n i a n t e s t . 

Q. Are you t h e g e o l o g i s t who has worked on 

p u t t i n g t h i s d e a l t o g e t h e r ? 

A. Yes, I am. 

Q. Have you t e s t i f i e d b e f o r e t h e 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 p r e v i o u s l y ? 

A. I have n o t . 

Q. Would you r e v i e w y o u r p r o f e s s i o n a l 

d e g r e e s and y o u r work e x p e r i e n c e f o r t h e 

Examiner? 

A. I g r a d u a t e d f r o m t h e U n i v e r s i t y o f 

Oklahoma w i t h a b a c h e l o r o f s c i e n c e , i n 1962. I 

r e c e i v e d a ma s t e r o f s c i e n c e degree i n g e o l o g y i n 

1964 . 

Upon c o m p l e t i o n o f my m a s t e r ' s work, I 

went t o work f o r S t a n d a r d o f Texas, w h i c h was a 

s u c c e s s o r t o Chevron, i n 1964, i n M i d l a n d . I 
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have been employed i n M i d l a n d , Texas, as a 

g e o l o g i s t by numerous companies s i n c e 1964. 

Most r e c e n t l y I was s t a t i o n e d i n Denver 

w i t h t h e A n s c h u t z C o r p o r a t i o n as e x p l o r a t i o n 

v i c e - p r e s i d e n t . 

I'm c u r r e n t l y back i n M i d l a n d w o r k i n g 

t h e g e o l o g i c a l a s p e c t s o f t h e Permian B a s i n f o r 

A n s c h u t z . 

Q. Does t h e a r e a c o v e r e d by t h e Rand O i l & 

Gas a p p l i c a t i o n f a l l u n der y o u r a r e a o f d i r e c t i o n 

and c o n t r o l f o r A n s c h u t z ? 

A. Yes, i t does. 

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

o f Rand O i l & Gas f o r c o m p u l s o r y p o o l i n g ? 

A. Yes, I am. 

MS. AUBREY: Mr. S t o g n e r , I o f f e r Mr. 

S m i t h as an e x p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER STOGNER: Mr. S m i t h i s so 

q u a 1 i f i e d . 

Q. Mr. S m i t h , l e t me r e f e r you t o Rand 

E x h i b i t No. 4 w h i c h i s an APE i d e n t i f i e d by Mr. 

W h i t s i t t . Have you r e v i e w e d t h i s AFE? 

A. Yes, I have. 

Q. I n y o u r o p i n i o n , i s i t a f a i r and 

r e a s o n a b l e AFE f o r a w e l l o f t h i s d e p t h ? 
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A. Yes, i t i s and c o n t i n u e s t o be. 

A l t h o u g h r a t e s do change, t h i s t h i n g i s f a i r l y 

c u r r e n t and s h o u l d r e f l e c t t h e a c t u a l c o s t s t o 

d r i l l and c o m p l e t e a w e l l . 

Q. I n o t i c e on h e r e , Mr. S m i t h , t h a t you 

have $60,000 i n c l u d e d i n t h e AFE f o r a r t i f i c i a l 

l i f t . Do you a n t i c i p a t e t h a t t h e p r o p o s e d w e l l 

w i l l have t o be pumped? 

A. I n a l l l i k e l i h o o d i t w i l l , and t h a t ' s 

based on bond h o l e p r e s s u r e i n f o r m a t i o n d e r i v e d 

f r o m t h e A n s c h u t z - A r c o w e l l , w h i c h i s a s o u t h 

o f f s e t t o t h e Rand. 

Q. Do you know, o f t h e w e l l s t h a t a r e 

c o m p l e t e d i n t h e South K n o w l e s - D e v o n i a n , i n t h e 

a r e a , do you know how many o f t h o s e a r e on pump? 

A. E v e r y w e l l t h a t has been c o m p l e t e d 

p r i o r t o 1992 i s c u r r e n t l y pumping. There i s a 

w e l l t h a t was c o m p l e t e d i n 1993, t h e newest w e l l 

w h i c h i s some d i s t a n c e f r o m t h i s a p p l i c a t i o n , i s 

c u r r e n t l y f l o w i n g b u t p r o b a b l y w i l l n o t f l o w f o r 

any l e n g t h o f t i m e . 

Q. Who i s t h e o p e r a t o r o f t h a t w e l l ? 

A. Rand i s t h e o p e r a t o r o f t h a t w e l l . 

Q. L e t me r e f e r you now t o y o u r E x h i b i t 7, 

w h i c h i s a s t r u c t u r e map. Was t h i s e x h i b i t 
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p r e p a r e d by y ou, Mr. Smith? 

A. I t was p r e p a r e d under my s u p e r v i s i o n . 

Q. And i t i d e n t i f i e s t h e p r o p o s e d 

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

A. Yes, i t does. 

Q. Would you d i s c u s s t h i s e x h i b i t f o r t h e 

Examiner. 

A. T h i s i s a s t r u c t u r a l d e p i c t i o n o f t h e 

t o p o f t h e D e v o n i a n i n t h e S o u t h Knowles F i e l d 

a r e a . We have t o p s on e v e r y w e l l t h a t ' s been 

d r i l l e d . The c l o s e s t w e l l s show t o be a b s o l u t e l y 

f l a t , i n S e c t i o n 18. 

The B e l c o , now WJC No. 2 B r o o k s , and 

t h e A n s c h u t z No. 1 A r c o , b o t h l o c a t e d i n t h e west 

h a l f o f 18, a r e s t r u c t u r a l l y f l a t based on t h e 

i n f o r m a t i o n , i n c l u d i n g t h e B e l c o — a c t u a l l y , Hamon 

w e l l , i n t h e n o r t h w e s t - n o r t h w e s t o f S e c t i o n 18. 

I t w o u l d appear t h a t t h e r e i s some 

s t r u c t u r a l r i s k a t t h e p r o p o s e d l o c a t i o n , i n t h a t 

t h e w e l l w i l l be low t o t h e e x i s t i n g c o n t r o l . 

The w e l l i s a l s o l o c a t e d on t h e e a s t s i d e o f 

South Knowles F i e l d w i t h o u t any c o n t r o l t o t h e 

e a s t , so t h e r e i s some s t r u c t u r a l r i s k t h a t i s 

based on l a c k o f c o n t r o l i n t h a t d i r e c t i o n . 

Q. Now, t o t h e s o u t h , t h e r e ' s a w e l l t h a t 
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shows i t as s h u t i n , on y o u r E x h i b i t 7. I s t h a t 

t h e A r c o - A n s c h u t z w e l l t h a t was d r i l l e d two y e a r s 

ago? 

A. Yes, t h i s i s t h e A n s c h u t z - A r c o No. 1. 

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

A. Yes, ma'am. 

Q. Can you d i s c u s s t h e s t a t u s o f t h a t 

w e l l , p l e a s e ? 

A. The s t a t u s o f t h e w e l l i s , i t i s s h u t 

i n . We p r o b a b l y s h o u l d r e f e r t o t h e n e x t 

e x h i b i t . I s t h a t No. 8? 

Q. T h a t ' s No. 8. 

A. On E x h i b i t No. 8, t h e o i l p r o d u c t i o n t o 

1/1/93 f o r e v e r y D e v o n i a n w e l l i n t h e f i e l d and a 

c o u p l e o f Wolfcamp w e l l s , i s shown. 

You can see a t t h e l o c a t i o n o f t h e 

A n s c h u t z No. 1 A r c o , t h e number "853." That i s 

t h e c u m u l a t i v e p r o d u c t i o n o f o i l t o d a t e f r o m 

t h a t w e l l . I t was p r o d u c i n g n o n c o m m e r c i a l 

q u a n t i t i e s , and p r o d u c e d a t o t a l o f $3,795 

b a r r e l s o f w a t e r i n a d d i t i o n t o t h e 853 b a r r e l s 

o f o i l . So, t h e w e l l was t e s t e d i n t h e Dev o n i a n 

as a n o n c o m m e r c i a l w e l l , w h i c h we f e e l a l s o 

causes a d d i t i o n a l r i s k f o r t h e Rand w e l l t h a t ' s 

c u r r e n t l y d r i l l i n g . 
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Q. Now, r e f e r r i n g t o y o u r E x h i b i t 8, Mr. 

S m i t h , do you know how many o f t h e w e l l s shown on 

E x h i b i t 8 a r e e i t h e r p l u g g e d and abandoned o r 

t e m p o r a r i l y abandoned i n t h e So u t h 

Knowles-Devonian? 

A. I h a v e n ' t c o u n t e d , b u t I t h i n k t h e r e 

a r e c u r r e n t l y 12 w e l l s t h a t a r e p r o d u c i n g o u t o f 

t h e t o t a l 25 w e l l s t h a t have been d r i l l e d i n t h e 

f i e l d . There i s a p l u g g e d and abandoned s y m b o l , 

I t h i n k , t h a t i s shown f o r each w e l l t h a t has 

been p l u g g e d . 

Q. L e t me have you r e f e r t o y o u r E x h i b i t 

No. 9, Mr. S m i t h , w h i c h i s a n e t pay i s o p a c h . 

Can you d i s c u s s t h a t e x h i b i t f o r t h e Examiner? 

A. I w o u l d be happy t o . T h i s p l a t . No. 9, 

i s o p a c h n e t pay, i s based upon an o i l / w a t e r 

c o n t a c t t h a t ' s f a i r l y w e l l - k n o w n , o f minus 8520 

f o r t h e S o u t h Knowles F i e l d . I t i n c o r p o r a t e s t h e 

s t r u c t u r e t h a t ' s shown on t h e p r e v i o u s e x h i b i t as 

t h e t o p o f p o t e n t i a l pay i n t h a t f i e l d . I t ' s t h e 

o v e r a l l t h i c k n e s s f r o m t h e t o p o f t h e Devonian t o 

p r o j e c t e d w a t e r l e v e l s i n t h a t f i e l d . 

The 8520 i s f e l t t o be a c u r r e n t 

r e f l e c t i o n o f what t h e o i l / w a t e r c o n t a c t i s a f t e r 

w i t h d r a w a l o f a p p r o x i m a t e l y 
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e i g h t - a n d - a - h a l f - m i 11 i o n b a r r e l s o f o i l and ov e r 

15 m i l l i o n b a r r e l s o f w a t e r . 

Q. I n y o u r o p i n i o n , Mr. S m i t h , i s t h e 

r e s e r v o i r u nder p r e s s u r e ? 

A. At t h i s p o i n t i n t i m e , based on r e c e n t 

DSTs, i n c l u d i n g t h e newest p r o d u c i n g w e l l , we see 

a d e c r e a s e o f a p p r o x i m a t e l y 1,000 t o 1,200 pounds 

f r o m t h e o r i g i n a l r e p o r t e d b o t t o m h o l e p r e s s u r e . 

For example, i n t h e A n s c h u t z No. 1 

A r c o , t h e DST t h a t r e c o v e r e d 2800 f e e t o f f r e e 

o i l on a d r i l l stem t e s t , showed a s h u t - i n 

p r e s s u r e o f , I b e l i e v e , 3,820 pounds, v e r s u s t h e 

i n i t i a l 4,850 pounds shown f o r t h e f i e l d . 

Q. And t h e A n s c h u t z - A r c o No. 1, i s n o t a 

c o m m e r c i a l l y p r o d u c t i v e w e l l ? 

A. I t i s n o t c o m m e r c i a l l y p r o d u c t i v e . We 

s p e n t o v e r a m i l l i o n d o l l a r s d r i l l i n g and t e s t i n g 

t h e w e l l , and we w i l l n e v e r r e a l l y r e c o v e r 

a n y t h i n g f r o m t h a t t e s t . 

Q. What r i s k f a c t o r p e n a l t y i s Rand O i l & 

Gas s e e k i n g i n t h i s case a g a i n s t Mr. S t a n f o r d 

C l i n t o n ' s i n t e r e s t ? 

A. 200 p e r c e n t . 

Q. I n y o u r o p i n i o n , does t h e r i s k o f t h e 

w e l l j u s t i f y t h e i m p o s i t i o n o f t h a t p e n a l t y ? 
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A. I t h i n k i t does. One t h i n g we d i d n ' t 

d i s c u s s i s t h e r e s e r v o i r v a r i a b i l i t y , w h i c h i s 

p r o b a b l y one o f t h e p r i m a r y r e a s o n s t h e 200 

p e r c e n t p e n a l t y s h o u l d be a s s e s s e d . 

R e f e r r i n g t o t h e cum p r o d u c t i o n map, 

you can see a f a n t a s t i c v a r i a b i l i t y , f r o m a low 

now o f 853 b a r r e l s r e c o v e r e d f r o m t h e A n s c h u t z 

No. 1 A r c o , t o a h i g h o f o v e r 1,360,000 b a r r e l s 

o f o i l r e c o v e r e d . 

The n e a r e s t o f f s e t t o t h e c u r r e n t l y 

d r i l l i n g w e l l p r o d u c e d a cum o f 130,000 and i s 

c u r r e n t l y p r o d u c i n g o n l y 36 b a r r e l s o f o i l a 

day. So, t h e r e i s a g r e a t d e a l o f r e s e r v o i r 

v a r i a b i l i t y as r e f l e c t e d by t h e p r o d u c t i o n , and I 

t h i n k i t p r o b a b l y j u s t i f i e s t h e p e n a l t y we're 

a s k i n g . 

Q. Mr. S m i t h , were E x h i b i t s 7, 8 and 9 

p r e p a r e d by you o r under y o u r s u p e r v i s i o n and 

d i r e c t i o n ? 

A. Yes, t h e y were. 

MS. AUBREY: Mr. S t o g n e r , I o f f e r 

E x h i b i t s 7, 8 and 9. 

EXAMINER STOGNER: E x h i b i t s 7, 8 and 9 

w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . Mr. 

S m i t h , w i l l g r a n t i n g Rand O i l & Gas, I n c . *s 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

15 

16 

1 7 

18 

19 

20 

2 1 

22 

23 

24 

25 

2 1 

a p p l i c a t i o n f o r c o m p u l s o r y p o o l i n g , p r e v e n t 

w a s t e , p r o m o t e c o n s e r v a t i o n o f h y d r o c a r b o n s and 

p r o t e c t c o r r e l a t i v e r i g h t s ? 

A. Yes. 

MS. AUBREY: Mr. S t o g n e r , I have no 

more q u e s t i o n s o f Mr. S m i t h a t t h i s t i m e . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. S m i t h , r e f e r r i n g t o E x h i b i t No. 7, 

you show t h e low p r o v e d o i l mark a r o u n d t h i s 

p a r t i c u l a r pod, i f you w i l l ? 

A. Yes, s i r . 

Q. The main p o r t i o n o f t h e p o o l . I s t h a t 

t h e o i l / w a t e r c o n t a c t ? 

A. I t ' s as good an o i l / w a t e r c o n t a c t as we 

can p r o j e c t a t t h i s t i m e . The w e l l i n S e c t i o n 

12, i n t h e s o u t h e a s t - s o u t h w e s t q u a r t e r , t e s t e d 

w a t e r a t t h a t subsea e l e v a t i o n . That i s one 

p r o j e c t i o n . 

The l o w e s t w a t e r - f r e e o i l t h a t has been 

t e s t e d i n t h e So u t h Knowles F i e l d was t e s t e d 

e a r l y , and i t was a minus 8564, w h i c h w o u l d be a 

d i f f e r e n c e o f 44 f e e t i n t h a t p r o j e c t e d o i l / w a t e r 

c o n t a c t . We show t h a t i n one pod o v e r i n t h e 

s o u t h w e s t p o r t i o n o f t h e f i e l d . 
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Q. When we're t a l k i n g a b o u t t h i s p o o l , 

t h i s f i e l d , how o l d o f a p r o d u c t i o n h i s t o r y does 

t h i s p a r t i c u l a r p o o l d a t e back t o ? 

A. I t d a t e s back t o 1954, as a d i s c o v e r y . 

Q. Do you know w h i c h one t h e d i s c o v e r y 

w e l l was? 

A. I b e l i e v e t h e Jake L. Hamon. There a r e 

a c t u a l l y a c o u p l e o f d i s c o v e r i e s , b u t I b e l i e v e 

t h e w e l l i n S e c t i o n 13, n o r t h e a s t - n o r t h e a s t , was 

p r o b a b l y t h e d i s c o v e r y w e l l . 

And t h e r e was a second d i s c o v e r y — i n 

f a c t , i f you l o o k a t t h e y e a r o f d i s c o v e r y on 

t h a t c u m u l a t i v e p r o d u c t i o n map, t h e r e a r e a 

c o u p l e o f pods. And i f you c o l o r i t up, t h e 

f i e l d has had a s p o r a d i c d e v e l o p m e n t , 

e s s e n t i a l l y , o v e r t h e p e r i o d f r o m 1954 t o 

p r e s e n t , because t h e r e a r e v a r i o u s pods, 

p a r t i c u l a r l y n o r t h and s o u t h , t h a t were d e v e l o p e d 

e a r l y , and t h e n some o f t h e h i g h e s t w e l l s i n t h e 

c e n t e r o f t h e p o o l were d r i l l e d as l a t e as 1989. 

MS. AUBREY: Mr. S t o g n e r , t h o s e d a t e s 

a r e on E x h i b i t No. 8. 

Q. Looks l i k e t h e m a j o r i t y o f t h e d r i l l i n g 

was done i n t h e 50s? 

A. I t was done i n t h e 50s. 
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Q. Then t h e y h e l d o f f u n t i l t h e 80s t o do 

a n o t h e r s p o r a d i c p o r t i o n ? 

A. E x a c t l y . 

EXAMINATION 

BY MR. STOVALL: 

Q. Go back t o y o u r AFE f o r a moment. You 

t a l k a b o u t y o u r a r t i f i c i a l l i f t e q u ipment and 

you've a l s o i n c l u d e d b a t t e r y and t r a n s p o r t a t i o n , 

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

A. Yes, s i r . 

Q. You u n d e r s t a n d t h a t t h o s e a r e n o t i t e m s 

w h i c h s h o u l d be s u b j e c t t o p e n a l t y ? 

A. I c o u l d see how t h e y w o u l d n o t be, y e s , 

s i r . 

Q. You w o u l d n ' t i n c u r t h o s e c o s t s u n l e s s 

you g o t a w e l l ? 

A. T h a t ' s c o r r e c t . You w o u l d n o t i n c u r 

t h e pumping u n i t o r b a t t e r y c o s t s u n l e s s you g o t 

a we 1 1 . 

Q. So, a c t u a l p r o d u c t i o n e q u i p m e n t w o u l d 

be s u b j e c t t o c o s t r e c o v e r y , b u t n o t t o t h e 

p e n a l t y , as i s g e n e r a l l y s t a n d a r d i n an o p e r a t i n g 

agreement as w e l l . 

EXAMINER STOGNER: Any o t h e r q u e s t i o n s 

o f Mr. Smith? 
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MS. AUBREY: I have no more q u e s t i o n s . 

EXAMINER STOGNER: You may be ex c u s e d , 

t h e n . A n y t h i n g f u r t h e r ? 

MS. AUBREY: N o t h i n g f u r t h e r . 

EXAMINER STOGNER: There was an 

a d v e r t i s e m e n t e r r o r i n t h i s p a r t i c u l a r case, and 

i t w i l l be r e a d v e r t i s e d and appear on t h e d o c k e t 

f o r t h e 2 9 t h h e a r i n g . At t h a t t i m e , t h e n , an 

o r d e r w i l l be i s s u e d . 

W i t h t h a t , i f t h e r e ' s n o t h i n g more i n 

t h i s c ase, i t w i l l be c o n t i n u e d . 

(And t h e p r o c e e d i n g s c o n c l u d e d . ) 

heard by me on Q,£ /- ~ 

"OH ConSvaiion. Division 

^ Examiner 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss . 

COUNTY OF SANTA FE ) 

I , C a r l a Diane R o d r i g u e z , C e r t i f i e d 

C o u r t R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY 

t h a t t h e f o r e g o i n g t r a n s c r i p t o f p r o c e e d i n g s 

b e f o r e 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 was r e p o r t e d 

by me; t h a t I caused my n o t e s t o be t r a n s c r i b e d 

u nder my p e r s o n a l s u p e r v i s i o n ; and t h a t t h e 

f o r e g o i n g i s a t r u e and a c c u r a t e r e c o r d o f t h e 

p r o c e e d i n g s . 

I FURTHER CERTIFY t h a t I am n o t a 

r e l a t i v e o r employee o f any o f t h e p a r t i e s or 

a t t o r n e y s i n v o l v e d i n t h i s m a t t e r and t h a t I have 

no p e r s o n a l i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f 

t h i s mat t e r . 

WITNESS MY HAND AND SEAL J u l y 13, 1993. 

CARLA DIAlTE RdDRIG 
CCR No 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

CASE 10,752 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Rand O i l and Gas, In c . , f o r 
compulsory p o o l i n g , Lea County, New Mexico 

ORIGINAL 

TRANSCRIPT OF PROCEEDINGS 

BEFORE: MICHAEL E. STOGNER, EXAMINER 

T i T T ' 
! ... 31993 
I \ j 

IOIL CONSERVATION P'V'SIOi.'j 

STATE LAND OFFICE BUILDING 
SANTA FE, NEW MEXICO 

July 29th, 1993 
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WHEREUPON, the f o l l o w i n g proceedings were had 

at 10:19 a.m.: 

EXAMINER STOGNER: C a l l next case, Number 

10,752. 

MR. STOVALL: A p p l i c a t i o n of Rand O i l and 

Gas, I n c . , f o r compulsory p o o l i n g , Lea County, New 

Mexico. 

EXAMINER STOGNER: This case was heard on 

Ju l y 1 s t , 1993. Due t o an advertisement e r r o r , t h i s 

matter was continued and re - a d v e r t i s e d f o r today. 

C a l l f o r any a d d i t i o n a l appearances or 

testimony. 

MS. AUBREY: Mr. Stogner, Karen Aubrey, 

appearing f o r the Appl i c a n t . I have no a d d i t i o n a l 

testimony. 

EXAMINER STOGNER: There being no othe r s , 

then t h i s case w i l l be taken under advisement a t t h i s 

time. 

(Thereupon, these proceedings were concluded 

a t 10:20 a.m.) 

* * * 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE ) 

I , Steven T. Brenner, C e r t i f i e d Court 

Reporter and Notary Public, HEREBY CERTIFY t h a t the 

fore g o i n g t r a n s c r i p t of proceedings before the O i l 

Conservation D i v i s i o n was reported by me; t h a t I 

t r a n s c r i b e d my notes; and t h a t the foregoing i s a t r u e 

and accurate record of the proceedings. 

I FURTHER CERTIFY t h a t I am not a r e l a t i v e or 

employee of any of the p a r t i e s or att o r n e y s i n v o l v e d i n 

t h i s matter and t h a t I have no personal i n t e r e s t i n the 

f i n a l d i s p o s i t i o n of t h i s matter. 

WITNESS MY HAND AND SEAL August 10th, 1993. 

" - -- ( '.'•' ' / ; c_ . 
... ( I : . . ^ c 

STEVEN T. BRENNER 
CCR NO. 7 

My commission expires: October 14, 1994 

l d o h f ; ' • - fhaf the forco--^ 
a co: , : ; .-. , - - ' . " " 
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