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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCE DEPARTMENT 

OIL CONSERVATION DIVISION 

1 

IN THE MATTER OF: 
APPLICATION OF TAHOE ENERGY, INC. FOR A 
NONSTANDARD GAS PRORATION UNIT, LEA 
COUNTY, NEW MEXICO 

APPLICATION OF TAHOE ENERGY, INC., FOR A 
NONSTANDARD GAS PRORATION UNIT, LEA 
COUNTY, NEW MEXICO 

APPLICATION OF TAHOE ENERGY, INC., FOR A 
NONSTANDARD GAS PRORATION UNTI, LEA 
COUNTY, NEW MEXICO 

CASE NO. 10228 

CASE NO. 10229 

CASE NOA 1023Q, 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMI^NER_HEARj[NG 

BEFORE: Michael E. Stogner, Examiner 

February 7, 1991 
8:30 a.m. 

Santa Fe, New Mexico 

This matter came on f o r h e a r i n g 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 on February 7, 1991, a t 8:30 a.m. at 
the O i l C o n s e r v a t i o n Conference Room, State Land O f f i c e 
B u i l d i n g , 310 Old Santa Fe T r a i l , Santa Fe, New Mexico, 
b e f o r e Susan G. Ptacek, a C e r t i f i e d Court Reporter No. 124, 
Stat e of New Mexico. 

FOR: OIL CONSERVATION BY: 
DIVISION 

SUSAN G. PTACEK 
C e r t i f i e d Court Reporter 
CCR No. 1224 
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I N D E X 

February 7, 1991 
Examiner Hearing 
Casu Nos. 10228, 10229, 10230 

PAGE 
APPEARANCES 3 

TAHOE ENERGY WITNESSES: 

KENNETH A. FREEMAN 
D i r e c t Examination by Mr. Carr 5 
Examination by Examiner Stogner 10 

REPORTER'S CERTIFICATE 14 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l C o n s e r v a t i o n D i v i s i o n 
S t a te Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

FOR THE TAHOE ENERGY, CAMPBELL & BLACK, P.A. 
INC. A t t o r n e y s a t Law 

BY: WILLIAM F. CARR, ESQ. 
110 North Guadalupe 
Santa Fe, New Mexico 87501 

* * * 
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EXAMINER STOGNER: C a l l Case No. 10228. 

MR. STOVALL: Appl i ra t i on of Tahoe Enprqy, T n <~ . , f o r a 

nonstandard gas p r o r a t i o n u n i t , Lea County, New Mexico. 

EXAMINER STOGNER: C a l l f o r appearances. 

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

WilLiam F. Carr w i t h the law f i r m of Campbell & Black, 

P.A., of Santa Fe. I re p r e s e n t Tahoe Energy, I n c . , and I 

hav; one w i t n e s s . 

I n i t i a l l y , Mr. Examiner, I would request t h a t 

t h i s case be c o n s o l i d a t e d f o r purposes of h e a r i n g w i t h the 

f o l L o w i n g two cases, Cases 10229 and 10230. They are a l l 

cas=s seeking a p p r o v a l of nonstandard gas p r o r a t i o n u n i t s 

i n the Jalmat and the t e s t i m o n y i n each case would be 

i d e n t i c a l . 

EXAMINER STOGNER: Are t h e r e any o b j e c t i o n s t o 

c o n s o l i d a t i n g these cases? At t h i s time I w i l l c a l l Cases 

10229 and 10230. 

MR. STOVALL: Each i s the a p p l i c a t i o n of Tahoe Energy, 

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

Mexico. 

EXAMINER STOGNER: Are t h e r e any othe r appearances i n 

any of these cases? I f n o t , w i l l the w i t n e s s please stand 

and be sworn. 

(Whereupon the w i t n e s s was d u l y 

sworn.) 

HUNM T <~n'i T P r pr, n ' ! !""• 
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KENNETH A. FREEMAN, 

the Witness h e r e i n , having been f i r s t d u l y sworn, was 

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

DIRECT EXAMINATION 

BY :1R. CARR: 

Q. Would you s t a t e s your f u l l name and place of 

res Ldence ? 

A. Kenneth A. Freeman. I l i v e a t 3107 S t a n o l i n d 

Court i n Midland, Texas. 

Q. By whom are you employed and i n what c a p a c i t y ? 

A. Tahoe Energy, I n c . I'm the p r e s i d e 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 

Cons e r v a t i o n D i v i s i o n ? 

A. Yes. 

Q. And at the time of t h a t p r i o r 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 petrol e u m engineer 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 on 

b e h a l f of Tahoe i n each of the c o n s o l i d a t e d cases? 

A. Ye s, I am. 

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

proposed nonstandard p r o r a t i o n u n i t ? 

HUNNICUTT REPORTING 
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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 c c e p t a b l e ? 

EXAMINER STOGNER: They are. 

Q. (By Mr. Carr) Mr. Freeman, would you b r i e f l y 

sta';e what Tahoe seeks w i t h these a p p l i c a t i o n s ? 

A. Approval of t h r e e nonstandard p r o r a t i o n u n i t s i n 

the Jalmat p o o l , Lea County. 

Q. Why has t h i s m atter come be f o r e the d i v i s i o n f o r 

hearing? 

A. One of these p r o r a t i o n u n i t s crosses the s e c t i o n 

l i n e . 

Q. I t was your d e c i s i o n since you were coming f o r 

h e a t i n g on one t o b r i n g a l l of them b e f o r e the d i v i s i o n 

todc y? 

A. C o r r e c t . 

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

E x h i b i t No. 1 and review t h a t f o r Mr. Stogner? 

A. E x h i b i t 1 shows the proposed nonstandard 

p r o r a t i o n u n i t s , and i t shows the proposed w e l l l o c a t i o n s , 

i f they are approved, where they would be d r i l l e d , and i t 

als o shows the -- or i d e n t i f i e s the o f f s e t owners and i t i s 

l i s t e d by c o l o r code i n the upper r i g h t - h a n d corner on 

E x h i b i t 1. 

Q. There i s one t r a c t , which i s the west h a l f of 

HUNNICUTT REPORTING 
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sou;hwest q u a r t e r of S e c t i o n 11 t h a t i s not shaded. Who 

a c t u a l l y owns the working i n t e r e s t under t h a t t r a c t ? 

A. Tahoe Energy does. 

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

Jalmat pool i n the t r a c t s s u r r o u n d i n g the t h r e e proposed 

nonstandard u n i t s 

A. There's no development on these undedicated 

t r a c t s . 

Q. What abut on the o f f s e t t i n g p r o p e r t i e s ? 

A. E v e r y t h i n g i s developed. 

Q. So ot h e r than the t r a c t s t h a t now are c o n t r o l l e d 

by Tahoe, e i t h e r do have or have had Jalmat p r o d u c t i o n on 

then? 

A. Yes. 

Q. When d i d Tahoe a c t u a l l y a c q u i r e these t r a c t s ? 

A. They were purchased from Mobile O i l Company i n 

l a t o 1990. 

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

Exh:.bit No. 2? 

A. I t ' s a copy of the Jalmat pool r u l e s . 

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

f o r t h i n those r u l e s ? 

A. 660 f e e t from the ou t e r boundary. 

Q. W i l l each of the w e l l s you propose f o r the 

nonstandard u n i t s t h a t are the s u b j e c t of these h e a r i n g s , 

HUMNT rtJTT f !:: rORTTNG 
(505) 982-9770 
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w i l L each of those w e l l s be d r i l l e d a t standard l o c a t i o n s ? 

A. Yes, they w i l l . 

Q. What i s the s t a t u s of the ownership i n the 

J a l n a t under each of these t r a c t s ? 

A. I t ' s one common ownership. 

Q. Same r o y a l t y and same wo r k i n g i n t e r e s t ? 

A. Yes. 

Q. And Tahoe has a l l the working i n t e r e s t ? 

A. Yes. 

Q. I n your o p i n i o n i s a l l of the acreage which i s 

i n v o l v e d i n each of these p r o r a t i o n u n i t s reasonably 

presumed t o be p r o d u c t i v e i n the Jalmat? 

A. Yes. 

Q. Why i s t h a t ? 

A. W e l l , t h e r e ' s been p r o d u c t i o n i n a l l d i r e c t i o n s 

s u r r o u n d i n g t h i s s u b j e c t acreage. 

Q. For t h a t reason you would expect the Jalmat t o 

be p r o d u c t i v e here? 

A. I would. 

Q. How soon do you propose t o go f o r w a r d w i t h your 

plans t o a c t u a l l y d r i l l the w e l l s on these t r a c t s ? 

A. I t would be a p p r o x i m a t e l y 30 days a f t e r approval 

by the commission. 

Q. I s Tahoe E x h i b i t No. 3 an a f f i d a v i t c o n f i r m i n g 

t h a t n o t i c e of each of these a p p l i c a t i o n s has been p r o v i d e d 

HUNNICUTT REPORTING 
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to . i l l the o f f s e t t i n g i n t e r e s t owners and a l l o t h e r 

i n t e r e s t owners i n each of the s e c t i o n s a f f e c t e d by th^se 

app L i c a t i o n s ? 

A. Yes. 

Q. Has any o b j e c t i o n been r e c e i v e d by Tahoe t o t h i s 

p rooosal? 

A. We have r e c e i v e d none. 

Q. I n your o p i n i o n w i l l g r a n t i n g of these 

a p p l i c a t i o n s r e s u l t i n the recovery of a d d i t i o n a l reserves 

f r o n the Jalmat f o r m a t i o n t h a t o t h e r w i s e would not be 

rec Dve red? 

A. Yes. 

Q. I n your o p i n i o n i s t h i s a p p l i c a t i o n -- or the 

a p p l i c a t i o n s o t h e r w i s e 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 

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

A. Yes. 

MR. CARR: Mr. Stogner, a t t h i s time we would move the 

admission of Tahoe E x h i b i t s 1 through 3. 

EXAMINER STOGNER: E x h i b i t s 1 through 3 w i l l be 

a d m i t t e d i n t o evidence i n each of these cases. 

(Tahoe Energy E x h i b i t s 1 through 3 

were a d m i t t e d i n evidence.) 

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

Mr. Freeman. 

HUNNTCUTT REPORTING 
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EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Freeman, what are the bounds of these three 

nonstandard p r o r a t i o n u n i t s ? Do they f o l l o w lease l i n e s or 

how d i d you determine these? 

A. Would you ask t h a t q u e s t i o n a g a i n , please? 

Q. The t h r e e p r o r a t i o n u n i t s which you are a p p l y i n g 

f o r today, do they f o l l o w lease l i n e s or how a c t u a l l y d i d 

you come up w i t h the boundaries of these t h r e e p a r t i c u l a r 

p r o r a t i o n u n i t s ? 

A. P r e v i o u s l y we had a farmout i n acreage 

a p p r o x i m a t e l y a m i l e and a h a l f n o r t h of t h i s , and a f t e r we 

had -- we b a s i c a l l y d r i l l e d a l l but one w e l l . I t ' s i n 

S e c t i o n 3 t o the n o r t h i s where most of the acreage i s 

l o c a t e d t h a t has been developed, and we were approached by 

Mobile i f we would be i n t e r e s t e d i n a c q u i r i n g t h e i r 

i n t e r e s t . And we had looked a t what was a v a i l a b l e and t h i s 

i s what we came up w i t h t o get 160-acre p r o r a t i o n u n i t s on 

two of them. One w i l l o n l y be an 80-acre u n i t , the one to 

the south i n S e c t i o n 22. 

Q. I n l o o k i n g a t the map, the one i n 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 15, i s t h a t the I . R. Stewart lease? 

A. Yes. 

Q. The one i n b l u e , which takes i n the southern 

p o r t i o n of S e c t i o n 10 and the northwest — I'm s o r r y . The 

HUNNICUTT REPORTING 
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n o r t h e a s t of the northwest q u a r t e r i n S e c t i o n 15 t h a t 

crosses the s e c t i o n l i n e , i s t h a t i n one s i n g l e I P ^ S P or i ? 

tha : going t o be a comm u n i t i z a t i o n ? 

A. That i s one s i n g l e l e a s e . 

Q. What i s the name of t h a t lease? I can't seem to 

make i t o u t . 

A. I b e l i e v e t h a t i s a l s o the Stewart. 

Q. Now, i s t h i s Stewart lease separate than the one 

i n :he n o r t h e a s t q u a r t e r of 15? 

A. As t o the Jalmat gas r i g h t s , i t ' s a common 

le a s e , but as t o the o i l r i g h t s t o the L a n g 1 i e - M a t t i x i t 

was sepa r a t e . 

Q. Let's see. Are both of these f e d e r a l leases 

or •-- are they on s t a t e land or fee lan d or f e d e r a l land? 

A. I t ' s on fee and s t a t e . 

Q. Fee and s t a t e . Which one i s the s t a t e lease? 

A. I t ' s i n S e c t i o n 22. There's 40 acres t h e r e 

tha :'s s t a t e . 

Q. Which of the 40-acre t r a c t s of t h a t p r o r a t i o n 

are s t a t e ? 

A. I b e l i e v e i t ' s the south 40. 

Q. South 40. And how about the -- i n the n o r t h 

par-; of t h a t 80? 

A. That i s fee ownership. 

Q. So t h a t w i l l be — r e q u i r e a c o m m u n i t i z a t i o n 

HUNNICUTT REPORTING 
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agreement? 

A. Yes. 

Q. Do you know i f any of t h i s acreage, any of these 

poo.s, ever been d e d i c a t e d t o Jalmat p r o d u c t i o n p r e v i o u s l y ? 

A. Not t o the Jalmat; not t o my knowledge i t has 

not . 

Q. I t appears i n l o o k i n g at E x h i b i t No. 1 t h a t 

the::e was a u n i t formed t h a t took i n t h i s acreage. Would 

t h a t be the S t e w a r t - L a n g l i e - M a t t i x u n i t ? Do you know 

a n y t h i n g about t h a t ? 

A. Yes, t h a t i s from -- i t ' s the L a n g l i e - M a t t i x o i l 

zont! t h a t was u n i t i z e d which i s the Queen and the Upper 7 

Riv«tr s e c t i o n . 

Q. And i t doesn't cover t h i s f o r m a t i o n ? 

A. I mean Lower 7 River s e c t i o n and the Queen. 

Q. R e f e r r i n g again t o E x h i b i t No. 1, you have some 

acreage c o l o r - c o d e d , p u r p l e showing Tenneco and Sabo, brown 

and so on. Do these n e c e s s a r i l y show nonstandard p r o r a t i o n 

u n i t s i n the Jalmat p o o l , or are they j u s t o f f s e t t i n g 

acre age? 

A. This r e f l e c t s the o f f s e t t i n g acreage. 

EXAMINER STOGNER: I have no o t h e r q u e s t i o n s of 

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

w i t r e s s ? I f n o t , he may be excused. 

Mr. Carr, do you have a n y t h i n g f u r t h e r i n t h i s 
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caso. 

MR. CARR: Nothing f u r t h e r , Mr. Stogner. 

EXAMINER STOGNER: Does anybody else have a n y t h i n g 

f u r t h e r i n any of these t h r e e cases? I f n o t , Cases 10228, 

229 and 230 w i l l be taken under advisement a t t h i s t i m e . 

(Whereupon, the h e a r i n g was concluded a t the 

approximate hour of 8:40 a.m.) 
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