
CAMPBELL S BLACK, P.A. 
L A W Y E R S 

J E F F E R S O N P L A C E 

S U I T E I - M O N O R T H G U A D A L U P E 

P O S T O F F I C E B O X 2 a O S 

SANTA FE. NEV' MEXICO 8 7 5 0 4 - 2 2 0 8 

T E L E P H O N E : ( 5 0 5 ) 9 8 8 - 4 4 2 

T E L E C O P I E D : ( 5 0 5 ) 9 8 3 - 6 0 4 3 

April 24, 1990 

HAND-DELIVERED B™m/rn 

William J. LeMay, Director 
Oil Conservation Division 
New Mexico Department of Energy, 
Minerals and Natural Resources 

State Land Office Building 
Santa Fe, New Mexico 87503 

Re: In the Matter of the Applications of Osborn Heirs Company for Compulsory 
Pooling, Lea County, New Mexico 

Dear Mr. LeMay: 

Enclosed in triplicate are the Applications of Osborn Heirs Company in the above-
referenced case. Osborn Heirs Company respectfully requests that this matter be placed 
on the docket for the Examiner hearings scheduled on May 16, 1990. 

WILLIAM F. CARR 

J A C K fV. C A M P B E L L 

B f j U C E D. B L A C K 

M I C H A E L B . C A M P B E L L 

W I L L I A M F. C A R R 

B R A D F O R D C . B E R G E 

M A R K F. S H E R I D A N 

W I L L I A M P. S L A T T E R Y 

P A T R I C I A A . M A T T H E W S 

APR 2 4 1930 
QILCOHSERVATlCNDMSJOIi 

C\C\4 0 I 

WFC:mlh 
Enclosures 



ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMEN 

OIL CONSERVATION DIVISION 

GARREY CARRUTHERS =OST OFFICE BOX aoeg 
GOVERNOR - l « . y , 1 ' } , l ' J y ; ) STATE LANG OFFICE FJJILDiNG 

SANTA FE, NEW MEXICO EP5Q4 
15051 827-5800 

Mr . v';i 11 i am F. Carr 
Campbell Black 
Attorneyr, at Lav/ 
Post Office Box 22 0 3 
Santa Fe, New Mexico 

Dear S i r : 

Enclosed herewith are two copies of the above-referenced 
D i v i s i o n order r e c e n t l y entered i n the subject case. 

Sincerely, 

jyt- ^- y ^ ' ^ CLA_KCI<U;^J 

FLORENE DAVIDSON 
OC S t a f f S p e c i a l i s t 

R- CASE N°-ORDER hO. 

Applies.nt: 

Osborn Heirs Company 

Copy of order also sent t o : 

Hobbs OCD x 
A r t e s i a OCD x 
Aztec OCD 

Other 



O S B O R N H E I R S C O M P A N Y 
OIL AND GAS EXPLORATION AND PRODUCTION 

P. O. BOX 17968 

S A N A N T O N I O . T E X A S 7 8 2 8 6 

1512) 8 2 6 - 0 7 0 0 

ml ( 

• 0 

May 30, 1990 

TEX/CON Oil & Gas Company C e r t i f i e d No. P-577-082-210 
9401 Southwest Freeway 
Suite 1200 
Houston, TX 77074-9913 
Attn: Mr. George Banich 

Greg Golliday C e r t i f i e d No. P-577-082-209 
2420 Lakeview 
Amariilo, TX 79109 

Gentlemen: 

Attached hereto, pleas 
sion, State of New Me 
AFE covering the abov 

Re: T-17-S, R-37-E 
Section 20: NW/4 NE/4 
Lea County, New Mexico 
Osborn Heirs Company's 
#4 E.D. Shipp 

onservation D i v i -
#R-9189 along with 

Yours very t r u l y , 

OSBORN HEIRS COMPANY 

^ y? 
B i l l L. Tucker 
Vice President, Land 

BLT/ap 

Enclosure 
cc: State of New Mexico 

Oil Conservation Division 
Director: William J. Lemay 
P.O. Box 2088 
State Land Office Building 
Santa Fe, NM 87504 
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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: 

CASE NO. 9940 
ORDER NO. R-9189 

APPLICATION OF OSBORN HEIRS COMPANY 
FOR COMPULSORY POOLING, LEA COUNTY, 
NEW MEXICO. 

OHPER OF THE DIVISION 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a.m. on May 16,1993, at Santa Fe, New 
Mexico, before Examiner Michael E. Stogner. 

NOW, on this 29th day of May, 1990, the Division Directo r, having considered 
the testimony, the record and the recommendations of the Examiner, and being fully 
advised in the premises, 

FINDS THAT: 

(1) Due public notice having been given as required by law, the Division has 
jurisdiction of this cause and the subject matter thereof. 

(2) The applicant, Osborn Heirs Company, seeks an ordei pooling all mineral 
interests from the surface to the base of the San Andres formation, underlying the NW/4 
NE/4 (Unit B) of Section 20, Township 17 South, Range 37 East, NMPM, Lea County, 
New Mexico, forming a 40-acre oil spacing and proration unit for any and all formations 
and/or pools developed on 40-acre spacing within said vertical extent, which presently 
includes but is not necessarily limited to the Undesignated Midway-San Andres Pool. 

(3) The applicant has the right to drill and proposes to drill its E.D, Shipp 
Well No, 4 at a standard oil well location thereon. 

(4) There are interest owners in the proposed proration unit who have not 
agreed to pool their interests. 
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(5) To avoid the drilling of unnecessary wells, to protect correlative rights, to 
prevent waste and to afford to the owner of each interest in said unit the opportunity to 
recover or receive without unnecessary expense his just and fair share of the oil in any 
pool completion resulting from this order, the subject application should be approved 
by pooling all mineral interests, whatever they may be, within said unit. 

(6) The applicant should be designated the operator of :he subject well and 
unit. 

(7) Any non-consenting working interest owner shou'd be afforded the 
opportunity to pay his share of estimated well costs to the operator in lieu of paying his 
share of reasonable well costs out of production. 

(8) Any non-consenting working interest owner who does not pay his share of 
estimated well costs should have withheld from production his shars of reasonable well 
costs plus an additional 200 percent thereof as a reasonable charge for the risk involved 
in the drilling of the well. 

(9) Any non-consenting interest owner should be afforded the opportunity to 
object to the actual well costs but actual well costs should be adopted as the reasonable 
well costs in the absence of such objection. 

(10) Following determination of reasonable well costs, any non-consenting 
working interest owner who has paid his share of estimated costs should pay to the 
operator any amount that reasonable well costs exceed estimated well costs and should 
receive from the operator any amount that paid estimated well cosis exceed reasonable 
well costs. 

(11) S4050.00 per month while drilling and $405.00 per mc nth while producing 
should be fixed as reasonable charges for supervision (combined fixed rates); the 
operator should be authorized to withhold from production the proportionate share of 
such supervision charges attributable to each non-consenting worldng interest, and in 
addition thereto, the operator should be authorized to withhold irom production the 
proportionate share of actual expenditures required for operating the subject well, not 
in excess of what are reasonable, attributable to each non-consenting working interest. 

(12) All proceeds from production from the subject well which are not 
disbursed for any reason should be placed in escrow to be paid to ths true owner thereof 
upon demand and proof of ownership. 
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(13) Upon the failure of the operator of said pooled unit tc commence drilling 
of the well to which said unit is dedicated on or before August M, 1990, the order 
pooling said unit should become null and void and of no further eifect whatsoever. 

(14) Should all the parties to this force-pooling reach voluntary agreement 
subsequent to entry of this order, this order should thereafter be o ? no further effect. 

(15) The operator of the well and unit should notify tie Director of the 
Division in writing of the subsequent voluntary agreement of all parties subject to the 
force-pooling provisions of this order. 

TT LS THEREFORE ORDERED THAT: 

(1) All mineral interests, whatever they may be, from the surface to the base 
of the San Andres formation, underlying the NW/4 NE/4 (Unii B) of Section 20, 
Township 17 South, Range 37 East, NMPM, Lea County, New ] Mexico, are hereby 
pooled to form a standard 40-acre oil spacing and proration unit for any and all 
formations and/or pools developed on 40-acre spacing within said vertical extent which 
presently includes the Undesignated Midway-San Andres Pool, said unit to be dedicated 
to its E.D. Shipp Well No. 4 to be drilled at a standard oil well location thereon. 

PROVIDED HOWEVER THAT, the operator of said unit iihall commence the 
drilling of said well on or before the 31st day of August, 1990, ixid shall thereafter 
continue the drilling of said well with due diligence to a depth suffic: ent to test from the 
surface to the base of the San Andres formation. 

PROVIDED FTTRTHFR THAT, in the event said operator does not commence 
the drilling of said well on or before the 31st day of August, 1990, E ecretory Paragraph 
No. (1) of this order shall be null and void and of no effect wha soever, unless said 
operator obtains a time extension from the Division for good caus<i shown. 

PROVIDED FURTHER THAT, should said well not be drilled to completion, 
or abandonment, within 120 days after commencement thereof, said operator shall 
appear before the Division Director and show cause why Decretory Paragraph No. (1) 
of this order should not be rescinded. 

(2) Osborn Heirs Company is hereby designated the operator of the subject 
well and unit. 
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(3) After the effective date of this order and within 90 days prior to 
commencing said well, the operator shall furnish the Division and each known working 
interest owner in the subject unit an itemized schedule of estimatec. well costs. 

(4) Within 30 days from the date the schedule of estimated well costs is 
furnished to him, any non-consenting working interest owner shall h;ive the right to pay 
his share of estimated well costs to the operator in lieu of paying his iihare of reasonable 
well costs out of production, and any such owner who pays his shar s of estimated well 
costs as provided above shall remain liable for operating costs but shall not be liable for 
risk charges. 

(5) The operator shall furnish the Division and each kno\m working interest 
owner an itemized schedule of actual well costs within 90 days following completion of 
the well; if no objection to the actual well costs is received by th s Division and the 
Division has not objected within 45 days following receipt of said schedule, the actual 
well costs shall be the reasonable well costs; provided however, if there is an objection 
to actual well costs within said 45-day period the Division will determine reasonable well 
costs after public notice and hearing. 

(6) Within 60 days following determination of reasonable veil costs, any non-
consenting working interest owner who has paid his share of estimatsd costs in advance 
as provided above shall pay to the operator his pro rata share cf the amount that 
reasonable well costs exceed estimated well costs and shall receive from the operator his 
pro rata share of the amount that estimated well costs exceed reasonable well costs. 

(7) The operator is hereby authorized to withhold the following costs and 
charges from production: 

(A) The pro rata share of reasonable well costs 
attributable to each non-consenting working 
interest owner who has not paid his share of 
estimated well costs within 30 days from the 
date the schedule of estimated well costs is 
furnished to him; and 

(B) As a charge for the risk involved in the 
drilling of the well, 200 percent of the pro 
rata share of reasonable well costs 
attributable to each non-consenting working 



255 

Case No, 9940 
Order No. R-9189 
Page No. 5 

interest owner who has not paid his share of 
estimated well costs within 30 days from the 
date the schedule of estimated well costs is 
furnished to him. 

(8) The operator shall distribute said costs and charges withheld from 
production to the parties who advanced the well costs. 

(9) $4050.00 per month while drilling and $405.00 per moiith while producing 
are hereby fixed as reasonable charges for supervision (combined fixed rates); the 
operator is hereby authorized to withhold from production the proportionate share of 
such supervision charges attributable to each non-consenting worfc ng interest, and in 
addition thereto, the operator is hereby authorized to withhold from production the 
proportionate share of actual expenditures required for operating sue ti well, not in excess 
of what are reasonable, attributable to each non-consenting worldn, j interest. 

(10) Any unleased mineral interest shall be considered a i .even-eighths (7/8) 
working interest and a one-eighth (1/8) royalty interest for the purpose of allocating 
costs and charges under the terms of this order. 

(11) Any well costs or charges which are to be paid out of production shall be 
withheld only from the working interest's share of production, and no costs or charges 
shall be withheld from production attributable to royalty interests. 

(12) All proceeds from production from the subject well which are not 
disbursed for any reason shall be placed in escrow in Lea County, New Mexico, to be 
paid to the true owner thereof upon demand and proof of ownership; the operator shall 
notify the Division of the name and address of said escrow agent witi in 30 days from the 
date of first deposit with said escrow agent. 

(13) Should all the parties to this force-pooling reach voluntary agreement 
subsequent to entry of this order, this order shall thereafter be of r o further effect. 

(14) The operator of the subject well and unit shall notify the Director of the 
Division in writing of the subsequent voluntary agreement of all parties subject to the 
force-pooling provisions of this order. 

(15) Jurisdiction of this cause is retained for the entry of such further orders 
as the Division may deem necessary. 
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DONE at Santa Fe, New Mexico, on the day and year hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

WILLIAM J. LEMAY 
Director 

S E A L 



A U l U G k J L T V f O U K X T K N O I T I H ' 
W AFK f ^0j^9J)J^*3056 

Prospect: East Spencer Lease: B. D. Shipp #4 

Location: NW/4 NE/4 ; Section: 8e<: 20-T17S-R37B 

County: Lea State: Neu Mexico 

Total Depth:' 5500 feet Objective: San Andres 

INTANGIBLE EXPENSE DRILLING COMPLETION TOTAL 

Survey 800 800 
Roads, L o c a t i o n , and P i t s 10,000 10,000 
S u r f a c e Damaqes and R e s t o r a t i o n 4,000 4,000 
Ricr M o b i l i z a t i o n 
D r i l l i n q ; F o o t a q e : 5,500'@ SXO.oo/ft 55,000 55,000 
D r i l l i n q ; D a w o r k : 3 days @ $3700/day 3,700 7,400 11,100 
Dri11inq;Turnkey 
R i q F u e l 
Water and Water Haulincr 9 , 000 9 ,000 
D r i l l i n q and Completion F l u i d s 8 ,000 1,000 9,000 
D r i l l i n g B i t s and To o l s 
Cement: S u r f a c e Casino: 2 ,000 2,000 
Cement: I n t e r m e d i a t e C a s i n q 
Cement: Prod u c t i o n C a s i n q 5,000 5,000 
Equipment R e n t a l 1,500 1,400 2 ,900 
C o n t r a c t S e r v i c e s 1,000 3,000 4,000 
T r a n s p o r t a t i o n and Vacuum Tr u c k s 1,000 1,000 2,000 
Formation T e s t i n q and Cor i n q 2,000 2 ,000 
Open Hole Loqqinq 8 ,200 8,200 
Completion R i q : 5 days @ $1200/day 6,000 6,000 
Cased Hole Loqcrina* P e r f o r a t i n q 5.500 5 . 500 
Formation S t i m u l a t i o n 3,000 3,000 
G e o l o q i s t and Mud Loqqinq 4,500 4,500 
E n q i n e e r i n q and S u p e r v i s i o n 1,300 • L.200 2,500 
P r o f e s s i o n a l F e e s : T i t l e Exam,etc 1,000 1,000 
Operatinq Overhead 1,500 L.500 3,000 
I n s u r a n c e 3,500 3,500 
M i s c e l l a n e o u s 
C o n t i n q e n c i e s : 10% 12 ,000 l ,000 16,000 
Pluq and Abandon 9 ,000 9 ,000 

TOTAL INTANGIBLE EXPENSES 139,000 40,000 179,000 

TANGIBLE EXPENSE DRILLING COMP] JET ION TOTAL 

C3q-Cond: 
Csq-Surf: 400« 8-5/8" @ $11.75 / f t 4 ,700 4 ,700 
C s a - I n t e r : 
Csa-Prod: 5500« 5-1/2" @ $ 6.00 / f t 32 ,000 33,000 
F l o a t Equipment and hardware 1,000 2 ,500 3,500 
Tubina: 5500* 2-3/8" @ $ 2.60 / f t 14 ,300 14 ,300 
Packer and Dovnhole Equipment 
Rods and Pump fi ,200 6.200 
Pumpinq O n i t and Prime Mover 
Wellhead Equipment 1.300 2,000 3,300 
T r e a t e r 5,500 5,500 
Se p a r a t o r 
Tanks 8,500 8,500 
F l o w l i n e 3 4,000 4,000 
V a l v e s and F i t t i n q 3 2 ,000 2 ,000 
I n s t a l l a t i o n of Lease Equipment 5,000 5,000 
M i s c e l l a n e o u s Equipment 1.000 1,000 

TOTAL TANGIBLE EXPENSES 7,000 84 ,000 91.000 

TOTAL WELL COST 1 146,000 124 ,000 270,000 
1 1 

OSBORN HEIRS COMPANY / OWNER: 

APPROVED: APPROVED:_ 
• •-. ...• ... r , - , , . v ,- v.- r- • • ~ : 

TITLE: Vice President-Production ' INTEREST: 

DATE APPROVEDl' April 6, 1990 DATE APPROVED: 
Amounts herein contained are reasonable estimate's only anc approval of this 
authorization s h a l l extend to the actual costs incurred ir conducting the 
operation specified, whether more or le s s . 



CAMPBELL 6 BLACK, P.A. 
L A W Y E R S 

J A C K M . C A M P B E L L J E F F C R S O N P L A C E 

B R U C E S U I T E I - H O N O R T H G U A D A L U P E 
M I C H A E L B . C A M P B E L L 

W I L L I A M F. C A R R P O S T O F F I C E ; B O X E 2 0 S 

B R A D F O R D C . B E R G E SANTA FE, N E ^ MEXICO 8 7 5 0 4 - 2 2 0 8 
M A R K F. S H E R I D A N 

T E L E P H O N E : ( 5 0 5 ) 9 8 3 - 4 4 2 
W I L L I A M S L A T T E R Y 

P A T R I C I A A . M A T T H E W S T E L E C O P I E R : ( 5 0 5 ) 9 8 3 - 6 0 4 3 

August 6, 1990 

HAND-DELIVERED 

William J. LeMay, Director 
Oil Conservation Division 
New Mexico Department of 

Energy and Minerals 
State Land Office Building 
Santa Fe, New Mexico 87501 

Re: y Case No. 9940: Application of Osborn Heirs Company for Compulsory 
\ / Pooling, Lea County, New Mexico; Order No. R-9189 

Dear Mr. LeMay: 

Order No. R-9189 was entered by the Division on May 29, 1990 granting the application 
of Osborn Heirs Company for compulsory pooling of the NW/4 NE/4 of Section 20, 
Township 17 South, Range 37 East, Lea County, New Mexico. 

The purpose of this letter is to request a ninety (90) day extension of Order No. R-9189. 
This extension is necessary to permit Osborn Heirs Company to evaluate information on 
a well which has recently been drilled offsetting this pooled uni :. This well has 
encountered certain problems and a detailed review of data on this well is necessary 
before Osborn Heirs Company can determine whether or not development of the pooled 
unit is still prudent. 

Your attention to this request is appreciated. 

WILLIAM F. CARR \ 
ATTORNEY FOR OSBORN HEIRS COMPANY 
WFC:mlh 

cc: Mr. Bill Seltzer 
214 West Texas, Suite 507 
Midland, Texas 79701 



STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

GARREY CARRUTHERS POST OFFICE BOX 2068 
STATE LAND OFFICE BUILDING 

SANTA FE. NEW MEXICO 87504 
:505) 827-5300 

GOVERNOR 

August 7, 1990 

Campbell & Black, P.A. 
P.O. Box 2208 
Santa Fe, NM 87504-2208 

Attention: William F. Carr 

Dear Mr. Carr: 

Based upon your letter of August 6, 1990 and in accordance with the provisions of Division 
Order No. R-9189, Osborn Heirs Company is hereby granted an extension of time in which 
to begin the well on the unit pooled by said order until November 30, 1990. 

Sincerely, 

William J. LeMay 
Director 

cc: Oil Conservation Division - Hobbs 
Osborn Heirs Company 

-vCase No. 9940 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

CASE 9940 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n o f Osborn H e i r s Company 

For Compulsory P o o l i n g , Lea County, 

New Mexico,, 

TRANSCRIPT OF PROCEEDINGS 

BEFORE: MICHAEL E. STOGNER, EXAMINER 

STATE LAND OFFICE BUILDIN 3 

SANTA FE, NEW MEXICO 

May 16, 1990 

ORIGINAL 

CUMBRE COURT REPORTING 
(505) 984-2244 
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A P P E A R A N C E S 

FOR THE D I V I S I O N : ROBERT G. STOVALL 
A t t o rney at La ̂  
Legal Counsel to the 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 WILLIAM F. CARR, ESQ. 
Campbell & Bla ^ k , P.A. 
Post O f f i c e Bo K 2208 
Santa Fe, NM 87504-2208 

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

Page Number 

Appearances 2 

WILLIAM SELTZER 

E x a m i n a t i o n by Mr. Ca r r 4 
E x a m i n a t i o n by H e a r i n g Examiner 10 

TOM NELSON 

E x a m i n a t i o n by Mr. Carr 12 
E x a m i n a t i o n by H e a r i n g Examiner 16 

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

E X H I B I T S 

OSBORN HEIRS COMPANY EXHIBITS: Page 

E x h i b i t 1 9 
E x h i b i t 2 9 
E x h i b i t 3 9 
E x h i b i t 4 9 
E x h i b i t 5 9 
E x h i b i t 6 16 
E x h i b i t 7 16 

CUMBRE COURT REPORTING 
(505) 984-2244 
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HEARING EXAMINER: A t t h i s t i m e I ' l l c a l l 

Case No . 9940 . 

MR. STOVALL: A p p l i c a t i o n o f Osborn H e i r s 

Company f o r c o m p u l s o r y p o o l i n g , Lea C o u i t y , New 

Mexico . 

HEARING EXAMINER: C a l l f o r ap p e a r a n c e s . 

MR. CARR: May i t p l e a s e t h e E x a m i n e r , my 

name i s W i l l i a m F. Carr w i t h t h e law f i r m , C ampbell & 

B l a c k , P.A., o f Santa Fe. We r e p r e s e n t Osborn H e i r s 

Company, and I have two w i t n e s s e s . 

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

a ppearances i n t h i s m a t t e r ? 

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 

swo r n . 

HEARING EXAMINER: Mr. C a r r . 

BILL SELTZER, 

th 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 : 

EXAMINATION 

BY MR. CARR: 

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

r e s i d e n c e ? 

A. B i l l S e l t z e r , M i d l a n d , Texas. 

Q. Mr. S e l t z e r , by whom are you employed and 

i n what c a p a c i t y ? 

CUMBRE COURT REPORTING 
(5 05) 984-2244 
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A. I'm employed by Osborn Heirs Company of San 

Antonio as a land c o n s u l t a n t . 

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. 

Q. Were your c r e d e n t i a l s as a landman accepted 

and made a matter of recor d at t h a t time? 

A. Yes. 

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 Osborn Heirs Company? 

A . Yes . 

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

the proposed w e l l ? 

A . Yes. 

MR. CARR: Are the w i t n e s s " q u a l i f i c a t i o n s 

acceptable? 

HEARING EXAMINER: They a r e . 

Q. Mr. S e l t z e r , would you b r i e f l y s t a t e what 

Osborn seeks w i t h t h i s a p p l i c a t i o n ? 

A. We seek an order t o pool a l l the i n t e r e s t s 

from the s u r f a c e t o the base of the San Andres 

f o r m a t i o n , c o v e r i n g the northwest of th= n o r t h e a s t 

q u a r t e r of Se c t i o n 20, Township 17 South, Range 37 

East, Lea County, New Mexico. 

Q. Would you r e f e r t o what has seen marked as 
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Osborn E x h i b i t 1, i d e n t i f y t h i s , and review the 

i n f o r m a t i o n on t h i s e x h i b i t f o r Mr. Stogner? 

A. This i s a land p l a t s e t t i n g f o r t h the 

p r o r a t i o n u n i t t o be d e d i c a t e d t o t h i s w e l l , being the 

northwest of the n o r t h e a s t q u a r t e r of Se c t i o n 20, of 

Township 17 South, Range 37 East. 

Q. This e x h i b i t a l s o shows the D f f s e t t i n g 

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

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

Q. The w e l l l o c a t i o n i s i n d i c a t e d 330 from the 

n o r t h l i n e , 2080 from the east l i n e of Section 20? 

A. Cor r e c t . 

Q. I s t h a t a standard l o c a t i o n ? 

A. Yes. 

Q. What i s the p r i m a r y o b j e c t i v e i n the 

proposed w e l l ? 

A. The pr i m a r y o b j e c t i v e i s t o ;est the San 

Andres f o r m a t i o n . 

Q. Would you i d e n t i f y what i s set f o r t h on 

E x h i b i t 2? 

A. E x h i b i t 2 i s the l i s t of owners i n acreage 

and percentage t h a t each owns i n the p r o r a t i o n u n i t 

d e d i c a t e d t o t h i s w e l l . 

Q. What i s the s t a t u s of each of these owners 

i n regard t o t h e i r commitment t o t h i s w e l l ? 
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A. We have v o l u n t a r y agreements from a l l 

owners w i t h the e x c e p t i o n of TEX/CON O i l & Gas, who 

has 22.8 p e r c e n t , and Greg Golladay, a rjroker i n 

A m a r i i l o , who has 2.18 p e r c e n t . 

Q. Let's go t o E x h i b i t 3. I woald ask you t c 

i d e n t i f y t h a t . 

A. E x h i b i t No. 3 i s the AFE f o r the d r i l l i n g 

and c o m p l e t i n g of t h i s proposed t e s t w e l l . 

Q. What are the t o t a l s f o r b o t h , the d r i l l i n g 

t o t a l and co m p l e t i o n t o t a l ? 

A. We have $146,000 f o r a d r y h a l e , $124,000 

f o r a completed w e l l - - o r c o m p l e t i o n c o s : — a n d a t o t a l 

completed w e l l of $270,000. 

Q. Are these costs i n l i n e w i t h what's being 

charged by oth e r o p e r a t o r s i n the area f o r s i m i l a r 

w e l l s ? 

A. Yes, i t i s . 

Q. Could you review f o r Mr. Stogner the 

e f f o r t s you've made 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 

TEX/CON and Golladay? 

A. I s t a r t e d i n November of 1983 c o n t a c t i n g 

TEX/CON and Greg Golladay and prop o s i n g t o each one of 

them t o j o i n or farmout t o Osborn f o r tne d r i l l i n g of 

t h i s proposed t e s t . 

I l a t e r f o l l o w e d up w i t h a c e r t i f i e d 
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l e t t e r , r e t u r n r e c e i p t , r e q u e s t e d , A p r i l 1 1 , 1990 , 

a g a i n a s k i n g t h e two p a r t i e s t o j o i n o r f a r m o u t t h e i r 

i n t e r e s t s t o Osborn H e i r s so we c o u l d s : a r t t h i s w e l l . 

Q. I s a copy o f your A p r i l 11 l s t t e r what has 

been marked as Osborn E x h i b i t No. 4? 

A . Yes. 

Q. I n yo u r o p i n i o n , have you ma3e a g o o d - f a i t h 

e f f o r t t o i d e n t i f y and o b t a i n v o l u n t a r y j o i n d e r o f a l l 

i n t e r e s t owners i n t h e s u b j e c t s p a c i n g u n i t ? 

A. Yes . 

Q. I s E x h i b i t No. 5 a copy o f a i a f f i d a v i t 

f r o m Campbell & Bl a c k w i t h a t t a c h e d l e t t e r s and r e t u r n 

r e c e i p t s c o n f i r m i n g t h a t n o t i c e o f t o d a y ' s h e a r i n g has 

been p r o v i d e d as r e q u i r e d by D i v i s i o n r j l e s and 

regu l a t i o n s ? 

A . 11 i s . 

Q. Have you made an e s t i m a t e o f t h e o v e r h e a d 

and a d m i n i s t r a t i v e c o s t s t h a t w i l l be i n c u r r e d w h i l e 

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

i s , i n f a c t , s u c c e s s f u l ? 

A. Yes. We s e t o u t t h e c o s t s f a r a d r i l l i n g 

w e l l as $4,050 per month, f o r a p r o d u c i n g w e l l as $405 

pe r month . 

Q. What i s t h e s o u r c e o f t h e s e f i g u r e s ? 

A. These a r e t h e E r n s t f i g u r e s :hat a re p u t 
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out y e a r l y . 

Q. These a r e t h e 1990 f i g u r e s f r o m E r n s t & 

Young ? 

A. Yes . 

Q. Are t h e s e c o s t s i n l i n e a l s o w i t h what i s 

b e i n g c h a r g e d by o t h e r o p e r a t o r s i n t h e area? 

A . Yes . 

Q. Do you recommend t h a t t h e s e f i g u r e s be 

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

hea r i n g ? 

A. We do . 

Q. Does Osborn seek t o be d e s i g n a t e d o p e r a t o r 

o f t h e w e l l ? 

A. We do . 

Q. Were E x h i b i t s 1 t h r o u g h 5 e i :her p r e p a r e d 

by you or c o m p i l e d a t your d i r e c t i o n or under y o u r 

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

A. They were. 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , we 

woul d move t h e a d m i s s i o n o f Osborn H e i r s Company 

E x h i b i t s 1 t h r o u g h 5. 

HEARING EXAMINER: E x h i b i t s L t h r o u g h 5 

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 . 

MR. CARR: That c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. S e l t z e r . 
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EXAMINATION 

BY HEARING EXAMINER: 

Q. Mr. S e l t z e r , w h i l e I'm r e f e r r i n g t o E x h i b i t 

2, you show Osborn H e i r s Company as h a v i n g a b o u t 75 

p e r c e n t o f t h i s q u a r t e r q u a r t e r s e c t i o n ? 

A . Yes . 

Q. Do t h e y own t h a t o u t r i g h t or a r e t h e r e some 

o t h e r w o r k i n g i n t e r e s t owners t h a t have j o i n e d t h a t 

a re r e p r e s e n t e d i n t h i s f i g u r e ? 

A. T h i s i s a v e r y d i v e r s e o w n e r s h i p s e c t i o n 

w i t h a p p r o x i m a t e l y 20 m i n e r a l owners owning u n d i v i d e d 

i n t e r e s t . We e i t h e r own o i l and gas l e a s e s o u t r i g h t 

or have bought a s s i g n m e n t s o u t r i g h t or nave s e c u r e d 

f a r m o u t s . I t h i n k I ' v e s e c u r e d f o u r f a r m o u t s f r o m t h e 

o t h e r o u t s t a n d i n g owners t o g e t Osborn 75 p e r c e n t . 

Q. So t h o s e , l i k e you s a i d , a r e s i g n e d ? The 

f a r m o u t s are owned o u t r i g h t ? 

A. Yes. I m i g h t add t h a t Greg G o l l a d a y i s a 

b r o k e r i n A m a r i i l o , T e xas, who I c o n t a c t e d , and he 

a d v i s e d me by h i s l e t t e r t h a t he made a:n a s s i g n m e n t t o 

TEX/CON a year or so ago, and as o f tweLve o ' c l o c k 

Monday, t h i s a s s i g n m e n t has n o t been f i l e d o f r e c o r d . 

So t h a t i s why we're s t i l l h o l d i n g Mr. G o l l a d a y as a 

r e c o r d owner under t h i s i n t e r e s t . 

Q. You m e n t i o n e d i n your t e s t i m o n y t h a t you've 
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been i n c o n t a c t w i t h both of these p a r t i e s since 

November. Was t h a t by l e t t e r or by phone 

c o n v e r s a t i o n s ? 

A. By bo t h . 

Q. When has your l a s t telephone c o n v e r s a t i o n 

w i t h e i t h e r of these p a r t i e s been? 

A. I would say i n the l a s t 30 days. 

Q. Did they g i v e you any k i n d of f e e l i n g of 

why they haven't signed? 

A. W e l l , they have s a i d t h a t they have o t h e r 

commitments and r i g h t now they can't do a n y t h i n g on 

t h i s , but our commitments w i t h our other farmout 

people have n e c e s s i t a t e d us t h a t we go ahead and seek 

a compulsory p o o l i n g so we can go ahead and d r i l l t h i s 

w e l l . 

HEARING EXAMINER: I have no other 

q u e s t i o n s of Mr. S e l t z e r . Are t h e r e any oth e r 

q u e s t i o n s of t h i s witness? I f none, he may be 

excused. 

Mr . Carr? 

MR. CARR: At t h i s t i m e , we c a l l Mr. Tom 

Nelson . 

TOM NELSON, 

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

BY MR. CARR: 

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

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

A. Thomas J. N e l s o n . 

Q. By whom a r e you employed and i n what 

c a p a c i t y ? 

A. Osborn H e i r s Company, g e o l o g i c a l 

c o n s u l t a n t . 

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

D i v i s i o n ? 

A. No . 

Q. Could you b r i e f l y summarize f o r t h e 

Examiner your e d u c a t i o n a l b a c k g r o u n d , and t h e n r e v i e w 

y o u r work e x p e r i e n c e ? 

A. I have a g e o l o g i c a l d egree from. TCU, and I 

have 41 y e a r s ' e x p e r i e n c e i n o i l e x p l o r a t i o n and 

e x p l o i t a t i o n w o r k , m o s t l y i n t h e Permian B a s i n . 

0. How l o n g have you been w o r k i n g as a 

c o n s u l t a n t ? 

A. For t h e l a s t f i v e y e a r s . 

Q. And b e f o r e t h a t by whom were you employed? 

A. Union Texas P e t r o l e u m . 

Q. Has most o f your work been c e n t e r e d i n t h e 

Permian B a s in? 
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A . Yes . 

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

Southeastern New Mexico t h a t i s i n v o l v e 3 i n t h i s 

a p p l i c a t ion? 

A. Yes, I am. That's where I smarted work. 

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? 

A . Yes . 

Q. And the proposed w e l l ? 

A. Yes . 

MR. CARR: We would tender Mr. Nelson as an 

expert i n pe t r o l e u m geology. 

HEARING EXAMINER: Mr. Nelson i s so 

q u a l i f i e d . 

Q. Mr. Nelson, would you r e f e r bo what has 

been marked E x h i b i t No. 6 and i d e n t i f y t h a t , please? 

A. E x h i b i t No. 6 i s a subsurface map of the 

s t r u c t u r e on top of the San Andres. T h i s map shows 

the Spencer f i e l d , and i t shows i t as a small 

s t r u c t u r e on top of the San Andres, and we t h i n k we 

have an analog t o i t i n our East Spencer Prospect. 

Q. The Spencer f i e l d i s cen t e r e d over S e c t i o n 

24 i n the lower l e f t - h a n d p o r t i o n of the e x h i b i t ? 

A . Yes . 

Q. And your c u r r e n t p r o j e c t i s l o c a t e d where ? 
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A. I n t h e n o r t h e r n p a r t o f S e c t i o n 20. 

Q. On t h i s e x h i b i t what does t h e r e d d o t 

i n d i c a t e ? 

A. Our pr o p o s e d l o c a t i o n . 

Q. What v/as t h i s based on? Was t h i s based or. 

w e l l c o n t r o l i n f o r m a t i o n , or s e i s m i c , or what? 

A. W e l l c o n t r o l . I t ' s a s u b s u r f a c e 

i n t e r p r e t a t i o n . 

Q. You're h o p i n g t o o b t a i n a s i t i i l a r 

s t r u c t u r a l anomaly i n your p r o p o s e d welL t o t h a t 

e n c o u n t e r e d i n t h e Spencer f i e l d ? 

A. C o r r e c t . 

Q. Would you i d e n t i f y what has seen marked as 

E x h i b i t No. 7? 

A. E x h i b i t No. 7 i s a w e s t / e a s t s t r u c t u r a l 

c o r r e l a t i o n s e c t i o n t y i n g i n our p r o p o s e d d r i l l i n g 

a rea w i t h t h e Spencer f i e l d . I t shows the p o r t i o n s o f 

s t r u c t u r e on t o p o f t h e Spencer zone, a i d shows t h a t 

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

and your p o r o s i t y and your p e r m e a b i l i t y a r e p r o b l e m s 

i n t h e a r e a . 

Q. T h e r e ' s an i n d e x map f o r t h i s 

c r o s s - s e c t i o n ? 

A. Yes . 

Q. That i s t h e same map t h a t was marked as 
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E x h i b i t No. 6, i s t h a t c o r r e c t ? 

A. I t i s on the c r o s s - s e c t i o n at a reduced 

s c a l e . 

Q. There's a l s o a p o r o s i t y map on the 

c r o s s - s e c t i o n , but you're not i n t e n d i n g t o present 

t h a t as p a r t of your case? 

A. Cor r e c t . 

Q. Are you prepared t o make a recommendation 

t o the Examiner as t o the r i s k p e n a l t y t h a t should be 

assessed a g a i n s t any i n t e r e s t owner who does not 

v o l u n t a r i l y p a r t i c i p a t e i n t h i s w e l l ? 

A . Yes . 

Q. What would t h a t be? 

A. 200 p e r c e n t . 

Q. Could you j u s t summarize your reasons f o r 

recommending t h i s p a r t i c u l a r r i s k p e n a l t y ? 

A. Th i s i s a h i g h - r i s k prospect because we're' 

f a c i n g development of the s t r u c t u r e , development of 

the p o r o s i t y and good p e r m e a b i l i t y . 

Q. I n your o p i n i o n , i s t h e r e a :hance t h a t 

because of absence of any of these f a c t o r s , s t r u c t u r e 

p o r o s i t y or p e r m e a b i l i t y , t h a t you migh: d r i l l a w e l l 

at the proposed l o c a t i o n t h a t would n o t , i n f a c t , be 

commercial success? 

A . Yes . 
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Q. Mr. Nelson, i n your o p i n i o n , would g r a n t i n g 

the a p p l i c a t i o n of Osborn Heirs Company be i n the best 

i n t e r e s t 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 6 and 7 prepared by you? 

A. They were prepared by me or under my 

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

Q. And can you t e s t i f y as t o the accuracy of 

these i n t e r p r e t a t i o n s ? 

A. Yes . 

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

would move the admission of Osborn Heirs E x h i b i t s 6 

and 7 . 

HEARING EXAMINER: E x h i b i t s 5 and 7 w i l l be 

ad m i t t e d i n t o evidence. 

MR. CARR: That concludes my exami n a t i o n of 

Mr. Nelson. 

HEARING EXAMINER: Thank you, Mr. Carr. 

EXAMINATION 

BY HEARING EXAMINER: 

Q. Mr. Nelson, the w e l l i n the n o r t h e a s t 

q u a r t e r of the n o r t h e a s t q u a r t e r of S e c t i o n 20 shows 

to be plugged and abandoned. Did t h a t ever produce? 

A. No, i t was never t e s t e d . I t ' s a low w e l l 
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w i t h o n l y a smal l amount of p o r o s i t y . That w e l l i s 

on the c r o s s - s e c t i o n . 

Q. There seem t o be areas of prDducing San 

Andres w e l l s . At l e a s t t h a t ' s the way I'm reading 

E x h i b i t No. 6. Co r r e c t me i f I'm wrong. 16 and 17 

has somewhat of a g e n e r a l i z e d area of pro d u c i n g wells; 

from the San Andres? 

A. That i s i n the Abo f i e l d , Mi3way-Abo. Two 

w e l l s t h a t produced a small amount of o i l from San 

And res i n t h e r e . 

Q. Where i s most of the San Andres 

p r o d u c t i o n ? back t o the west? 

A. The south h a l f of 24. 

Q. I n l o o k i n g t h r o u g h your r e c o r d s , d i d you 

p u l l any p r o d u c t i o n records from t h a t Midway San 

Andres Pool t h a t takes i n the south halE of 17 and 

p o r t i o n s of 18 and 16? 

A. I have them a v a i l a b l e i n my D r i e f c a s e . 

Q. Are any of those p r e s e n t l y producing? 

A . No . 

Q. That's e s s e n t i a l l y an abandoned Pool at 

t h i s time? 

A. Right . 

Q. I t appears t h a t t h e r e ' s - -

A. There's o n l y one w e l l i n the Spencer f i e l d 
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s t i l l p r o d u c i n g . 

Q. And which one i s t h a t one? 

A. I t ' s the one i n the n o r t h e a s t of the 

southwest q u a r t e r . 

Q. That would be des i g n a t e d Well No. 2? 

A. Right . 

Q. This development began i n the l a t e 60's? 

e a r l y 70's? 

A. Yes . 

Q. I t appears t h e r e ' s p r o b a b l y nore acreage 

d e d i c a t e d t o the Midway San Andres than what a c t u a l 

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

A. I don't understand the q u e s t i o n . 

Q. W e l l , I show the Midway San Andres Pool as 

co v e r i n g 640 a c r e s , but r i g h t now i t ' s abandoned. Ard 

from your t e s t i m o n y so f a r , and by your e x h i b i t s , 

t h e r e ' s j u s t not t h a t many w e l l s ever produced from 

the Midway San Andres? 

A. You're c o r r e c t , t h e n . 

Q. Althoug h you are o f f s e t t i n g :hat , i t ' s 

r e a l l y not a development w e l l , per se? 

A. No, s i r . 

HEARING EXAMINER: I have no f u r t h e r 

q u e s t i o n s of Mr. Nelson. Are t h e r e any other 

q u e s t i o n s of t h i s w itness? 
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MR. CARR: No f u r t h e r q u e s t i o n s . 

HEARING EXAMINER: You may be excused. 

Mr. Carr, a n y t h i n g f u r t h e r ? 

MR. CARR: Nothing f u r t h e r i n t h i s case, 

Mr. Stogner. 

HEARING EXAMINER: Does anybDdy el s e have 

a n y t h i n g f u r t h e r i n Case No. 9940? This case w i l l be 

taken under advisement. L e t ' s take aboat a 15-minute 

recess so everybody can get ready f o r tnese l a s t t h r e e 

cases . 

(And the proceedings concluded.) 
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