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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL 
A t t o r n e y at Law 
Legal Counsel t o t h e D i v i s o n 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 

FOR THE APPLICANT: CAMPBELL & BLACK, P.A. 
A t t o r n e y s at Law 
Post O f f i c e Box 2208 
Santa Fe, New Mexico 87504 
BY: WILLIAM F. CARR, ESQ. 
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I N D E X 

Page Number 

Appearances 2 

KENNETH A. FREEMAN 

D i r e c t Examination by Mr. Carr 5 
Cross-Examination by Hearing Examiner 11 

C e r t i f i c a t e of Reporter 15 

E X H I B I T S 

E x h i b i t No. 1 7 
E x h i b i t No. 2 8 
E x h i b i t No. 3 9 
E x h i b i t No. 4 10 
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HEARING EXAMINER: C a l l the h e a r i n g back t o 

or d e r , and at t h i s time c a l l Case 9841. 

MR. STOVALL: A p p l i c a t i o n of Tahoe Energy 

I n c . , f o r f o u r nonstandard gas p r o r a t i o n u n i t s , Lea 

County, New Mexico. 

MR. CARR: May i t please the Examiner, my 

name i s W i l l i a m F. Carr w i t h the law f i r m Campbell & 

Black, P.A., of Santa Fe. We r e p r e s e n t Tahoe Energy 

I n c . , and I have one w i t n e s s . 

HEARING EXAMINER: Any other appearances? 

W i l l the w i t n e s s please stand and be sworn 

i n ? 

(Witness sworn.) 

MR. CARR: May i t please the Examiner, 

t h e r e was an e r r o r i n the n o t i c e l e t t e r t h a t was sent 

out c o n c e r n i n g t h i s m a t ter i n one d e s c r i p t i o n . We 

have c o r r e c t e d t h a t . We request p e r m i s s i o n t o put the 

case on today, have i t c o n t i n u e d t o the 2 7 t h , and at 

t h a t time the case w i l l be taken under advisement. 

We have r e c e i v e d waivers from some of the 

o f f s e t t i n g o p e r a t o r s , i n e f f e c t , w a i v e r s from the 

o p e r a t o r s about whom t h e r e was some concern; so we do 

not a n t i c i p a t e any appearances on the 2 7 t h , but the 20 

days has not r u n . 

MR. STOVALL: Mr. Carr, you s a i d the 
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o p e r a t o r s t o whom t h e n o t i c e was d e f e c t i v e have now 

wa i v e d ? 

MR. CARR: Not a l l o f them. The ones we 

were c o n c e r n e d a b o u t , however, have; so we're n o t 

w o r r i e d about h a v i n g t o have an a d d i t i o n a l h e a r i n g on 

t h e 2 7 t h , b u t t h e 20 days has n o t r u n ; so a t t h e end 

of t h e case , we w i l l ask i t be c o n t i n u e d t o t h e 2 7 t h . 

MR. STOVALL: But t h e w a i v e r wasn't 

s u f f i c i e n t t o w a i v e any n o t i c e d e f i c i e n c i e s ? 

MR. CARR: No, n o t f o r a l l i n t e r e s t owners. 

MR. STOVALL: Okay. 

HEARING EXAMINER: Mr. C a r r , i f we c o n t i n u e 

t o t h e 2 7 t h , w i l l t h e y have had 21 days c o r r e c t e d 

n o t i c e ? 

MR. CARR: Yes, t h e y w i l l . N o t i c e was s e n t 

out on December t h e 1 s t w i t h t h e c o r r e c t e d 

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

HEARING EXAMINER: A l l r i g h t . 

KENNETH A. FREEMAN, 

t h e w i t n e s s h e r e i n , a f t e r 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 : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e y o u r f u l l name f o r t h e 

r e c o r d , p l e a s e . 
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A. Kenneth A. Freeman. 

Q. Mr. Freeman, where do you r e s i d e ? 

A. Midland , Texas . 

Q. By whom are you employed and i n what 

c a p a c i t y ? 

A. I'm an independent o i l and gas op e r a t o r and 

the p r e s i d e n t of Tahoe Energy, I n c . 

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

O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t t e s t i m o n y , were your 

c r e d e n t i a l s accepted and made a matter of record? 

A. Yes. 

Q. Were you q u a l i f i e d as a pe t r o l e u m engineer 

at t h a t time? 

A. Yes, I was. 

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

i n t h i s case on b e h a l f of Tahoe Energy, I n c . ? 

A. Yes . 

Q. Are you f a m i l i a r w i t h the s u b j e c t area? 

A. Yes . 

MR. CARR: Are the w i t n e s s ' s q u a l i f i c a t i o n s 

a cceptable? 

HEARING EXAMINER: They a r e . 

Q. (BY MR. CARR) Mr. Freeman, would you 

CUMBRE COURT REPORTING 
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b r i e f l y s t a t e what Tahoe seeks w i t h t h i s a p p l i c a t i o n ? 

A. Approval of fo u r nonstandard p r o r a t i o n 

u n i t s i n the Jalmat Gas P o o l , Lea County, New Mexico. 

Q. Have you prepared c e r t a i n e x h i b i t s f o r 

p r e s e n t a t i o n here today? 

A. Yes. 

Q. Would you i d e n t i f y and review f o r Mr. 

Catanach what has been marked as Tahoe E x h i b i t No. 1? 

A. E x h i b i t No. 1 shows the proposed 

nonstandard p r o r a t i o n u n i t s . Three of them c o n s i s t of 

the 160-plus ac r e s ; the other i s 120-plus a c r e s . I t 

shows where the proposed w e l l l o c a t i o n s w i l l be, and 

i t a l s o shows the o f f s e t owners. 

Q. What i s the c u r r e n t s t a t u s of development 

of t h i s acreage? 

A. T h i s i s a far m o u t , and i t needs t o be 

developed. I t o r i g i n a l l y had a spud date or 

commencement date of 1-1-1990. And due t o the e r r o r 

i n the n o t i f i c a t i o n of the o f f s e t owners, we were able 

t o get a 30-day e x t e n s i o n , which now puts us -- the 

f i r s t w e l l has t o be commenced by February the 1 s t . 

Q. Would you r e f e r t o the second page of 

E x h i b i t No. 1 and i d e n t i f y t h a t , p l e a s e . 

A. Page 2 i s the o u t l i n e of the 600-acre 

farmout. There's two w e l l s c i r c l e d t h e r e . They were 

CUMBRE COURT REPORTING 
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o r i g i n a l l y Jalmat gas w e l l s t h a t have been plugged and 

abandoned. 

Q. At t h i s time i s t h e r e any Jalmat p r o d u c t i o n 

on the acreage t h a t i s governed by the farmout from 

Mobil? 

A. No. 

Q. Could you i d e n t i f y f o r Mr. Catanach E x h i b i t 

No. 2 ? 

A. That i s a copy of the Jalmat p o o l r u l e s . 

Q. What are the w e l l l o c a t i o n requirements as 

set f o r t h i n these r u l e s f o r 160-acre spacing? 

A. 660 f o o t from the lease boundary. 

Q. Are a l l of the w e l l s which you propose t o 

d r i l l on the nonstandard p r o r a t i o n u n i t s s t a ndard 

l o c a t i o n s based on these p o o l r u l e s ? 

A. Yes, t h e y are. 

Q. Could you e x p l a i n t o Mr. Catanach why t h i s 

b a s i c development p a t t e r n was s e l e c t e d ? 

A. Yes. I ' d say t h a t p r e v i o u s l y i t was a 

600-acre f a r m o u t , and keeping i n mind the two e x i s t i n g 

w e l l s t h a t have been produced and plugged and 

abandoned, I set up n o r t h - s o u t h p r o r a t i o n u n i t s or 

proposed p r o r a t i o n u n i t s of 160 ac r e s , and the f o u r t h 

one, the f u r t h e s t t o the west, has 120 acres i n i t 

because t h a t ' s a l l t h a t ' s i n the acreage on the 

CUMBRE COURT REPORTING 
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farmout . 

Q. i n your o p i n i o n , i s a l l of the s u b j e c t 

acreage capable of p r o d u c t i o n from the Jalmat Gas 

Pool ? 

A. Yes, i t i s . 

Q. What i s the s t a t u s of the east h a l f of the 

east h a l f of Sec t i o n 3? 

A. That's f e d e r a l m i n e r a l ownership, and Mobil 

has i t . 

Q. How soon do you a c t u a l l y p l a n t o commence 

the development of t h i s acreage? 

A. Probably a week a f t e r r e g u l a t o r y a p p r o v a l . 

We have the r i g s set up. 

Q. Would you i d e n t i f y f o r Mr. Catanach what 

has been marked as Tahoe E x h i b i t No. 3? 

A. Yes. I t ' s a l e t t e r t o the o f f s e t owners 

r e q u e s t i n g f o r m a t i o n or n o t i f y i n g them of our p r o p o s a l 

of nonstandard gas p r o r a t i o n u n i t s . 

Q. From whom have you r e c e i v e d a waiver at 

t h i s time? 

A. We have r e c e i v e d waivers from everyone, 

w i t h the e x c e p t i o n of L a r r y Nermer. 

Q. L e t ' s go t o the second page of E x h i b i t No. 

3 and ask you t o i d e n t i f y , based on t h a t , from whom 

you've r e c e i v e d a c t u a l l y the wai v e r s by name. 

CUMBRE COURT REPORTING 
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A. We've r e c e i v e d waivers from Lewis B. 

Bur l e s o n , I n c . , from Mobil E x p l o r a t i o n and Producing 

Company, from Arco O i l and Gas Company, by Doyle 

Hartman. 

Q. And the other i n t e r e s t owners t h a t are set 

f o r t h on page 2 f o r whom you do not have s i g n a t u r e s 

have not yet waived. I s i t t h e i r o b j e c t i o n t o t h i s 

app 1 i c a t i o n ? 

A. Co r r e c t . 

Q. Le t ' s go t o E x h i b i t No. 4, and I would ask 

you i f you could i d e n t i f y what E x h i b i t No. 4 i s ? 

A. E x h i b i t No. 4 i s an a p p l i c a t i o n of Tahoe 

Energy f o r f o u r nonstandard gas p r o r a t i o n u n i t s . 

Q. Does t h i s c o n t a i n the n o t i c e l e t t e r t h a t 

was sent on December 1 t o a l l o f f s e t t i n g i n t e r e s t 

owne r s ? 

A. Yes. This i s the c o r r e c t e d copy r e f l e c t i n g 

Township 25 South where i t was o r i g i n a l l y . I t was 

showed t o be Township 24 South. 

Q. I n your o p i n i o n , w i l l g r a n t i n g 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 c o n s e r v a t i o n , 

the 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. 

Q. Were E x h i b i t s 1 t h r o u g h 4 e i t h e r prepared 
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by you or compiled at your d i r e c t i o n ? 

A. Yes. 

MR. CARR: At t h i s t i m e , Mr. Catanach, we 

would move the admission of Tahoe E x h i b i t s 1 t h r o u g h 

4 . 

HEARING EXAMINER: E x h i b i t s 1 t h r o u g h 4 

w i l l be a d m i t t e d as evidence. 

MR. CARR: That concludes my d i r e c t 

e xamination of Mr. Freeman. 

CROSS-EXAMINATION 

BY HEARING EXAMINER: 

Q. Mr. Freeman, why would you develop t h i s 

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

600-acre p r o r a t i o n u n i t ? 

A. P r i m a r i l y , the f i e l d r u l e i s 160 acres f o r 

a p r o r a t i o n u n i t , and t h a t was the main c o n s i d e r a t i o n 

i n the farmout w i t h M o b i l , t h a t i t be developed on the 

standard 16 0 1 s . 

Q. The Jalmat i s 640-acre standard u n i t s . 

A. Yes, but you get an a l l o w a b l e of one f o r a 

160-acre t r a c t , and t h i s f i e l d has produced f o r a long 

p e r i o d of t i m e , and t h e r e ' s concern over low bottom 

hole p r e s s u r e s . 

I n the farmout agreement, we have t o run a 

repeat f o r m a t i o n t e s t e r on the v a r i o u s zones t o tak e 
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samples of f l u i d , as w e l l as the p r e s s u r e s , and they 

f e l t l i k e t h a t i t needed t o be, due t o the low 

pr e s s u r e , developed on 160's. And t h i s i s what I 

agreed t o . 

Q. There have been w e l l s d r i l l e d , d i d you say, 

w i t h i n the 600 acres? 

A. Yes. E x h i b i t 2 shows, w i t h the c i r c l e 

around the w e l l s , as i n s i d e the o u t l i n e d y e l l o w 

c o l o r . These were completed as Jalmat gas w e l l s and 

have been plugged. I don't have the p l u g g i n g date 

w i t h me, but we coul d f i n d t h a t out t h r o u g h the 

Commission f i l e s , I'm sure. 

Q. Do you have an idea how the o f f s e t acreage 

i s developed i n the Jalmat? What I'm saying i s , do 

you know what p r o r a t i o n u n i t s your o f f s e t o p e r a t o r s 

have i n terms of Jalmat p r o d u c t i o n ? 

A. W e l l , t o the n o r t h t h e r e i s not a Jalmat 

w e l l on the immediate acreage. N e i t h e r i s t h e r e t o 

the e a s t . To the west, however, t h e r e ' s been 

development. Doyle Hartman had developed t h a t . 

There's two w e l l s t h a t are developed on 40-acre 

t r a c t s . And t h a t has since been a c q u i r e d by 

M e r i d i a n . I t would be o f f s e t t i n g the proposed No. 4 

l o c a t i o n . You can see t h e r e ' s a No. 1 and 2 t h a t has 

Me r i d i a n by i t . 
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So t h e development has v a r i e d from 40 acres 

on up . 

Q. Some o p e r a t o r s have used 40 acres f o r gas? 

A. Yes. 

Q. So the p r i m a r y o p e r a t o r i n Se c t i o n 4 would 

be M e r i d i a n at t h i s p o i n t ? 

A. Yes. 

Q. Was Me r i d i a n n o t i f i e d ? 

A. Yes, they were. 

Q. Did you get a waiver from M e r i d i a n ? 

A. I have not heard from M e r i d i a n , no. 

Q. Do you know i f Mob i l i n t e n d s t o develop the 

east h a l f of the east h a l f of S e c t i o n 3? 

A. The s t a t u s on t h a t i s , i n the farmout 

agreement, a f t e r the w e l l i s d r i l l e d , t h e y have 

s e v e r a l -- w e l l , t h r e e days t o decide whether they 

were j o i n e d or n o t . I would assume -- what I was t o l d 

i s t h a t i f the w e l l s come i n r e a l good, t h a t they 

would develop i t . I f n o t , t h e r e ' s arrangements been 

made where i t w i l l be added t o the e x i s t i n g farmout of 

t h i s 600 acres. 

Q. I see . 

A. And then w e ' l l have an o p t i o n t o d r i l l i t 

or not . 

Q. So i n terms of your f o r m i n g these f o u r 
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nonstandard u n i t s , i s i t your o p i n i o n i t ' s not going 

t o throw e v e r y t h i n g o f f as f a r as the acreage o u t s i d e 

being developed? I mean i t ' s not going t o throw the 

p a t t e r n o f f ? 

A. I n my o p i n i o n , i t w i l l n o t . As an example, 

i n S e c t i o n 34, we're c u r r e n t l y w o r k i n g w i t h Arco and 

t h i n k we've reached a t e n t a t i v e agreement at t h i s 

p o i n t t o a c q u i r e t h a t t r a c t , which would be the south 

h a l f of the south h a l f . We w i l l develop i t a l s o i f 

e v e r y t h i n g f a l l s i n t o p l a c e . 

Q. I f you do get the Arco acreage and the 

Mobil acreage, you w i l l c o n t i n u e t o develop those on 

160's ? 

A. Yes. 

HEARING EXAMINER: I b e l i e v e t h a t ' s a l l the 

qu e s t i o n s I have of the w i t n e s s . 

You may be excused, and w e ' l l go ahead and 

con t i n u e t h i s case t o the December 27th docket. 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO 
) ss . 

COUNTY OF SANTA FE 

Freda Simmons, C e r t i f i e d Shorthand 

Reporter and Notary P u b l i c , HEREBY CERTIFY t h a t the 

f o r e g o i n g t r a n s c r i p t of proceedings b e f o r e the O i l 

Con 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 notes t o be t r a n s c r i b e d under 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 the f o r e g o i n g i s a t r u e and 

accurate r e c o r d of the pr o c e e d i n g s . 

or employee of any of the 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 ter 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 the f i n a l d i s p o s i t i o n of t h i s m a t t e r . 

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

WITNESS MY HAND AND SEAL February 18, 1989. 

FREDA SIMMONS 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

EXAMINER HEARING 

IN THE MATTER OF: Case 9841 

A p p l i c a t i o n o f Tahoe Energy, I n c . , 
For f o u r n o n s t a n d a r d gas p r o r a t i o n 
U n i t s , Lea Coun t y , New M e x i c o . 

TRANSCRIPT OF PROCEEDINGS 

BEFORE DAVID R. CATANACH, EXAMINER 

STATE LAND OFFICE BUILDING 
SANTA FE, NEW MEXICO 

J a n u a r y 10, 1990 

ORIGINAL 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

1 4 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

2 3 

2 4 

25 

A P P E A R A N C E S 

FOR THE OIL CONSERVATION DIVISION: 

ROBERT G. STOVALL, ESQ. 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87501 

CUMBRE COURT REPORTING 
( 505 ) 984-2244 
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I N D E X 

Page Number 

A p p e a r a n c e s 2 

C e r t i f i c a t e o f R e p o r t e r 5 
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MR. CATANACH: At t h i s t i m e w e ' l l c a l l case 

984 1. 

MR. STOVALL: A p p l i c a t i o n o f Tahoe Energy 

I n c . , f o r f o u r n o n s t a n d a r d gas p r o r a t i o n u n i t s , Lea 

County, New Me x i c o . 

MR. CATANACH: I t ' s my u n d e r s t a n d i n g t h i s 

case was h e a r d on December 13, 1989, and was c o n t i n u e d 

and r e a d v e r t i s e d due t o an e r r o r i n n o t i f i c a t i o n . 

Are t h e r e any a d d i t i o n a l a p p e a r a n c e s a t t h i s 

t i m e ? There b e i n g none, Case 984.1 w i l l be t a k e n under 

adv i sement. 

CUMBRE COURT REPORTING 
(505) 984-2244 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss . 

COUNTY OF SANTA FE ) 

I , Debbie V e s t a l , C e r t i f i e d S h o r t h a n d 

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 Examiner 

of 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 under 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 o r 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 m a t t e r . 

WITNESS MY HAND AND SEAL F e b r u a r y 10, 1990. 

CSR No. 400 

I do hereby certify that the foregoing fs 
a complete record of the proceedings in 
the Exa;.inc hearing of Case No. < 
heard by me on t /^W^ k) 19 fb 

••^-^UMC/2 C i ^ a ^ ^ L - Examiner 
Oil Conservation Division 

CUMBRE COURT REPORTING 
(505) 984-2244 


