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EXAMINER STOGNER: C a l l n e x t case, No. 

10442. 

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

Energy C o r p o r a t i o n f o r an u n o r t h o d o x o i l w e l l 

l o c a t i o n , Chaves County, New Mexi c o . 

EXAMINER STOGNER: C a l l f o r 

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

MR. CARR: May i t p l e a s e t h e Exam i n e r , 

my name i s W i l l i a m F. Ca r r w i t h t h e law f i r m 

C a m p b e l l , C a r r , Berge & S h e r i d a n , o f Santa Fe. I 

r e p r e s e n t Marbob Energy C o r p o r a t i o n , and I have 

one w i t n e s s . 

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 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 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 . 

JOHN R. GRAY 

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: 

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 . John R. Gray. 

Q. Where do you r e s i d e ? 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

2 3 

24 

2 5 

5 

A. A r t e s i a , New Me x i c o . 

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

capac i t y ? 

A. I'm w i t h Marbob Energy C o r p o r a t i o n . 

Q. What p o s i t i o n do you h o l d w i t h Marbob? 

A. I'm 5 0 - p e r c e n t o w n e r s h i p . 

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 

t h i s D i v i s i o n ? 

A . I have. 

Q. At t h e t i m e o f t h a t p r i o r t e s t i m o n y , 

were you q u a l i f i e d as an o p e r a t o r o f t h e w e l l 

t h a t was i n v o l v e d i n t h a t case? 

A. As o w n e r - o p e r a t o r . 

Q. Are you t h e owner and t h e o p e r a t o r o f 

t h e w e l l t h a t ' s t h e s u b j e c t o f t h e h e a r i n g t o d a y ? 

A. Yes, s i r . 

Q. How many w e l l s do you a p p r o x i m a t e l y 

o p e r a t e i n S o u t h e a s t e r n New Mexico a t t h i s t i m e ? 

A . Roughly 400. 

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 

t h a t ' s been f i l e d i n t h i s case on b e h a l f o f 

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

A. I am. 

Q. Are you f a m i l i a r w i t h t h e s u b j e c t p o o l 

and t h e p r o p o s e d w e l l ? 
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A. I am. 

MR. CARR: Are Mr. Gray'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: Mr. Gray, do you 

c u r r e n t l y h o l d an o f f i c e w i t h Marbob Energy 

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

THE WITNESS: As p r e s i d e n t , 

EXAMINER STOGNER: W e ' l l a c c e p t Mr. 

Gray as an e x p e r t w i t n e s s , as a p r a c t i c a l o i l 

man, and as p r e s i d e n t o f Marbob Energy 

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

Q. What does Marbob seek w i t h t h i s 

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

A. Marbob seeks an u n o r t h o d o x l o c a t i o n . 

Q. I n what p o o l i s t h e w e l l l o c a t e d ? 

A. I t ' s i n t h e Chisum-Devonian. 

Q. Have you p r e p a r e d 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 h e r e t o d a y ? 

A . Yes, I have. 

Q. I d i r e c t y o u r a t t e n t i o n t o what has 

been marked E x h i b i t No. 1. Would you j u s t 

i d e n t i f y and r e v i e w t h a t f o r t h e Examiner? 

A. Yes. I t ' s 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 ' s w e l l l o c a t i o n a c r e a g e d e d i c a t i o n p l a t , 

where we've had t h e l o c a t i o n s t a k e d . 
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Q. What i s t h e f o o t a g e l o c a t i o n f o r t h e 

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

A. Y o u ' l l see i t ' s 1430 f r o m t h e e a s t , 

2363 f r o m t h e s o u t h . 

Q. T h i s i s i n t h e Chisum-Devonian p o o l ? 

A . 11 i s . 

Q. That i s based on s t a n d a r d s t a t e w i d e 

4 0 - a c r e o i l w e l l s p a c i n g ? 

A. R i g h t . 

Q. Y o u ' l l be d e d i c a t i n g t h e n o r t h w e s t t o 

th e s o u t h e a s t t o t h e w e l l ? 

A. Yes. 

Q. L e t ' s go now t o what has been marked as 

Marbob E x h i b i t 2. Would you i d e n t i f y t h i s and 

r e v i e w i t f o r t h e Examiner? 

A. I t ' s a p l a t o f t h e map o f t h e a r e a . 

There y o u ' l l see t h e Marbob a c r e a g e o u t l i n e d i n 

y e l l o w . The Commissioner o f P u b l i c Lands, t h e 

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

see s p o t t e d t h e r e on t h e map, 

Q. How many w e l l s a r e t h e r e a t t h i s t i m e 

i n t h e Chisum-Devonian p o o l ? 

A. Th e r e ' s o n l y one w e l l p r o d u c i n g a t t h i s 

t i m e i n t h e Chisum-Devonian. There has been two 

o r i g i n a l p r o d u c i n g w e l l s . 
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Q . C o u l d you i d e n t i f y t h o s e w e l l s f o r Mr. 

S t o g n e r ? 

A. I t ' s t h e No. 1. What we're s e e i n g h e r e 

i s t h e 4-CF and t h e #3-CF. 

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

t ime? 

A. The #4-CF. 

Q. The p r o p o s e d w e l l w i l l be t h e second 

o i l w e l l on t h a t 4 0 - a c r e t r a c t ? 

A. R i g h t . 

Q. Have o t h e r w e l l s been d r i l l e d and 

a t t e m p t e d t o be c o m p l e t e d i n t h i s p o o l ? 

A. Yeah. Y o u ' l l n o t i c e w e l l s a l l t h e way 

ar o u n d i t , d r y h o l e s t h a t ' s been d r i l l e d . 

Q. Has t h e r e r e c e n t l y been an a t t e m p t made 

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 e a s t of t h e 

s o u t h w e s t o f t h i s s e c t i o n ? 

A. Yes, t h e r e has. 

Q. And who was t h e o p e r a t o r o f t h a t w e l l ? 

A. I b e l i e v e i t was Mark C l a r k . 

Q. Was t h a t w e l l b a s i c a l l y d r i l l e d due 

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

A. Yes, i t was. 

Q. What was t h e s t a t u s o f t h a t w e l l ? 

A. We f o u n d i t t o be r u n n i n g c o n s i d e r a b l y 

RODRIGUEZ-VESTAL REPORTING 
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low t o our #3 and #4-CF. 

Q. B a s i c a l l y , Mr. Gray, why does Marbob 

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

A. We f e e l l i k e i t w i l l be u p d i p and i n 

more or l e s s o f an a t t i c i n t h i s D e v o n i a n , i n 

t h i s l o c a t i o n we've g o t s p o t t e d , due t o what 

we've seen o f f t h e l o g s o f our #3 and #4 and t h i s 

Mark C l a r k w e l l and t h e o u t l a y i n g w e l l s a r o u n d . 

Q. Are t h e De v o n i a n p o o l s i n t h i s a r e a 

g e n e r a l l y v e r y s m a l l r e s e r v o i r ? 

A. They ' r e g e n e r a l l y v e r y s m a l l and 

t h e y ' r e r i g h t up, a g a i n , s t r u c t u r e . 

Q. I f y o u ' r e a b l e t o d r i l l a w e l l a t t h e 

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

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

o t h e r w i s e be l e f t i n t h e ground? 

A. I d o n ' t t h i n k t h e r e ' s any doubt about 

i t . 

Q. L e t ' s go t o what has been marked 

E x h i b i t No. 3. C o u l d you i d e n t i f y t h a t , p l e a s e ? 

A. I t ' s a l e t t e r t o t h e Commissioner o f 

P u b l i c Lands n o t i f y i n g him o f t h i s u n o r t h o d o x 

l o c a t i o n and h i s a p p r o v a l , t h a t we won't want t o 

b o t h e r him. 

Q. Who has t h e s u r f a c e l e a s e on t h i s 

RODRIGUEZ-VESTAL REPORTING 
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acreage? 

A. Dale C a r p e n t e r . 

Q. Have you c o n t a c t e d Mr. C a r p e n t e r ? 

A. We have, and we've made a r r a n g e m e n t s 

and p a i d him f o r a l o c a t i o n t h e r e . 

Q. I n y o u r o p i n i o n , w i l l a p p r o v a l o f t h i s 

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

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

A. I t s u r e w i l l . 

Q. W i l l a p p r o v a l o f t h e a p p l i c a t i o n be i n 

th e b e s t i n t e r e s t o f c o n s e r v a t i o n , t h e p r e v e n t i o n 

of w aste and t h e p r o t e c t i o n o f c o r r e l a t i v e 

r i g h t s ? 

A. A b s o l u t e l y . 

Q. Were E x h i b i t s 1 t h r o u g h 3 c o m p i l e d 

under y o u r d i r e c t i o n ? 

A. R i g h t . 

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

we move t h e a d m i s s i o n o f Marbob Energy 

C o r p o r a t i o n E x h i b i t s 1 t h r o u g h 3. 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 3 

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. 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. Gray. 

RODRIGUEZ-VESTAL REPORTING 
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EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Gray, l e t ' s r e f e r t o E x h i b i t No. 

2. I want t o be s u r e I have e v e r y t h i n g 

s t r a i g h t . The #4-CF t h a t ' s i n t h e same q u a r t e r 

q u a r t e r s e c t i o n as y o u r p r o p o s e d l o c a t i o n , t h a t ' s 

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

A. Yes. 

Q. And where i s t h e o t h e r one? 

A, The #3-CF was o r i g i n a l l y a p r o d u c i n g 

D e v o n i a n w e l l . I t ' s been p l u g g e d . 

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

A. The #3? 

Q. Yes, s i r . 

A. I c a n ' t e x a c t l y t e l l you how l o n g . I 

t h i n k i t p r o d u c e d 150- or 180-some-odd-thousand 

b a r r e l s , t o t h e b e s t o f my memory. 

Q. And what a b o u t t h e #2-CF down t o t h e 

s o u t h ? 

A. I t was d r i l l e d and p l u g g e d . 

Q . D i d i t ever p r o d u c e ? 

A . No . 

Q. No p r o d u c t i o n . So t h a t was d r y and 

abandoned? 

A. R i g h t . The #5 was d r y and abandoned. 
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Q. T h a t ' s t h e #5 t h a t shows up d i r e c t l y t o 

t h e west? 

A. Yes, d i r e c t l y t o t h e w e s t . 

Q. How a b o u t t h o s e two w e l l s , d r y h o l e s , 

up t o t h e m i d d l e o f Mark 2 and 5 a l s o ? 

A. One o f t h o s e was a — t h e r e ' s some San 

Andres pays r i g h t i n t h e r e t h a t p r o d u c e d y e a r s 

ago, and I t h i n k t h e y were b o t h San A n d r e s . One 

o f them was D e v o n i a n , y e s , and i t was d r y . 

Q. Do you know w h i c h one? 

A. I'm n o t s u r e . I t h i n k i t ' s p r o b a b l y 

t h e #2. I t h i n k t h i s o t h e r #5 was a San A n d r e s . 

They d r i 1 l e d - - y o u ' 1 1 n o t i c e r i g h t h e r e on y o u r 

S t a t e - C F #4, t h e r e ' s two l o c a t i o n s t h e r e . 

T h e r e ' s a San Andres w e l l t h a t was a b o u t 400 f o o t 

o f f o f t h a t r i g h t t h e r e . 

Q . And t h a t ' s i d e n t i f i e d as t h e # 1 , i s 

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

A. W e l l , on t h e maps, I'm n o t g o i n g t o say 

f o r s u r e because t h e o r i g i n a l 4-C r i g h t now was 

t h e o r i g i n a l H o n o l u l u # 1 , and when t h i s changed 

t o Amoco P r o d u c t i o n , f o r some r e a s o n or a n o t h e r 

t h e y changed t h e number o f t h e w e l l s . 

Q. You s t i l l p r o d u c e i t as t h e S t a t e - C F 

#4 ? 
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A. R i g h t . 

Q. You're r e f e r r i n g t o a San Andres 

c o m p l e t i o n o r p r o d u c i n g w e l l i n t h e same q u a r t e r 

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

A. W e l l , t h i s has been p l u g g e d and 

abandoned. They were o r i g i n a l l y d r i l l e d by 

H o n o l u l u y e a r s and y e a r s ago. I f you l o o k a t i t 

r e a l c l o s e , y o u ' l l see a d r y h o l e mark coming o f f 

t h e s i d e of i t t h e r e . 

Q. When I l o o k t o t h e n o r t h e a s t and t o t h e 

n o r t h w e s t , t h e r e a r e a l s o some d r y and abandoned 

w e l l s . D i d t h o s e t e s t t h e Devonian? 

A. I'm n o t s u r e . 

Q: . But t h e y show up as d r y ? 

A . R i g h t . 

Q. So t h e o n l y two w e l l s i s t h e p r e s e n t #4 

and t h e o l d #3, and I b e l i e v e you t e s t i f i e d t o 

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

A. Yes. T h a t ' s t h e o n l y two w e l l s t h a t ' s 

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

Q . H e l p b r i n g me up t o d a t e . I'm n o t 

f a m i l i a r w i t h t h e Chisum-Devonian p o o l . I s t h a t 

a s a n d s t o n e o r a l i m e s t o n e r e s e r v o i r ? 

A. I b e l i e v e i t ' s a s a n d s t o n e . 

Q. Do you know what t h e d r i v e mechanism 
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f o r t h a t i s ? 

A. I t ' s a w a t e r d r i v e . 

Q. T h e r e ' s pumps on t h e #4? 

A . Yes. 

Q. And t h e #3, d i d i t e v e r f l o w p r i m a r y ? 

A. Yeah, t h e y b o t h f l o w e d p r i m a r y . 

Q. They d i d . Do you know about how l o n g 

and a p p r o x i m a t e l y how much p e r c e n t a g e o f t h e 

p r o d u c t i o n was f l o w e d p r i m a r y ? 

A. No, I d o n ' t , Mr. Commissioner. I know 

t h e #4 came i n , when t h e y f i r s t a c i d i z e d i t , a t , 

I t h i n k , seven or e i g h t b a r r e l s an h o u r . They 

a c i d i z e d i t a g a i n , and t h a t jumped i t up t o a b o u t 

400 b a r r e l s a day f l o w i n g . The w e l l has made 

a l m o s t 400,000, a l i t t l e o v e r - - r i g h t a r o u n d 

400,0 00 b a r r e l s o f o i l . 

Q. But n e e d l e s s t o say, t h i s i s a p r e t t y 

s m a l l r e s e r v o i r , s i n c e t h e r e has o n l y been two 

w e l l ss, and e s s e n t i a l l y what y o u ' r e t r y i n g t o do 

i s n e s t l e i n between them? 

A. Yeah. We f e e l l i k e t h i s i s u p d i p and 

we're p r e t t y much about t o g e t w a t e r e d o u t on 

t h i s #4-CF and we f e e l l i k e t h e r e ' s enough o i l 

l e f t i n p l a c e h e r e up i n t h e a t t i c , a g a i n t h a t ' s 

f a u l t e d up i n t h e r e , t h a t we s h o u l d be r e c o v e r 
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q u i t e a l o t o f o i l , e n o u g h t o b a i l us o u t , e n o u g h 

t o make some money o u t o f i t , a n d w e ' r e g o i n g t o 

w a t e r c o m p l e t e l y o u t on t h i s # 4 . 

The #3 d i d w a t e r o u t . T h i s w e l l down 

h e r e he was t e l l i n g y o u was d r i l l e d t o t h e s o u t h . , 

was a l i t t l e l o w t o t h e s e t w o w e l l s h e r e . And 

l o o k i n g a t t h e l o g s on t h e r e s t o f t h e m , t h e r e 

h a s t o be a h i g h r i g h t i n h e r e . Or I hope t h a t 

I'm r i g h t . 

Q. D i d I h e a r y o u r i g h t t h a t t h e r e was a 

f a u l t up t o t h e n o r t h ? 

A. We t h i n k t h e r e i s . 

Q. A p p r o x i m a t e l y w h e r e w o u l d y o u p u t t h a t 

f a u l t i f I was t o d r a w t h a t i n ? I n w h i c h 

d i r e c t i o n w o u l d I o r i e n t i t ? 

A. I w o u l d s a y c o m i n g t h r o u g h i n t h e a n g l e 

o f t h i s 40 r i g h t a b o v e u s , 5- t o 700 f e e t on t o 

t h e n o r t h a b o v e w h e r e we've s t a k e d t h e w e l l . 

MR. STOVALL: R u n n i n g e a s t / w e s t ? 

THE WITNESS: R u n n i n g e a s t / w e s t . 

Q. S t i l l t a l k i n g a b o u t E x h i b i t No. 2 y o u 

ha d s h a d e d i n y e l l o w , i s t h a t a l l one l e a s e ? 

A . Y e s, i t i s . 

Q. And t h a t ' s a s t a t e l e a s e , i s t h a t 

c o r r e c t ? 
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A. Yes, i t i s . 

Q. So t h a t s h a r e s i n t h e p r o d u c t i o n 

t h r o u g h o u t t h e w h o l e l e a s e , i s t h a t c o r r e c t ? 

A. R i g h t . 

Q. You' v e b e e n p r e t t y s u c c e s s f u l i n p a s t 

a p p l i c a t i o n s s u c h as t h i s , as p u t t i n g a w e l l — I 

s h o u l d s a y — I d o n ' t w a n t t o c a l l i t s i m i l a r t o a 

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

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

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

A . R i g h t . 

Q. Have y o u done t h i s t o a n y o t h e r 

D e v o n i a n a p p l i c a t i o n s o r f o r m a t i o n s ? 

A. N o t , t h a t was n o t i n t h e D e v o n i a n . 

Q. B u t y o u ' v e b e e n s u c c e s s f u l i n o t h e r 

f o r m a t i o n s ? 

A. R i g h t . 

EXAMINER STOGNER: A r e t h e r e a n y o t h e r 

q u e s t i o n s f o r Mr. G r a y ? 

MR. STOVALL: Y e s , m o s t l y f o r 

c u r i o s i t y . 

EXAMINATION 

BY MR. STOVALL: 

Q. The #4 and t h e # 3 , how a r e t h e y 

r e l a t i v e t o e a c h o t h e r s t r u c t u r a l l y ? 
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A. Very l i t t l e d i f f e r e n c e . The #3 i s a 

l i t t l e low t o t h e #4. I t ' s n o t way low. But I 

d i d n ' t b r i n g any maps or a n y t h i n g , I mean, any 

l o g s or a n y t h i n g . 

Q. I j u s t was k i n d o f g e n e r a l l y a s k i n g . 

A. I t ' s a l i t t l e low. I t w a t e r e d o u t , 

l i k e I say, and we're b e g i n n i n g t o w a t e r o u t up 

h e r e . We're s t i l l making q u i t e a b i t o f o i l up 

h e r e . 

When we farmed t h i s o u t and t h e y 

d r i l l e d t h i s w e l l h e r e , i t came i n about 25 t o 30 

f e e t low t o our #4, b u t i t s t i l l had q u i t e a l o t 

o f o i l on t h e DST. 

Q. The #2 y o u ' r e t a l k i n g a b o u t ? 

A. No, where Mark C l a r k j u s t d r i l l e d . 

Q. Oh, okay. 

A. So we f e e l l i k e t h e r e ' s g o t t o 

b e — w e l l , h o p e f u l l y we f e e l l i k e t h e r e ' s g o t t o 

be a h i g h r i g h t i n h e r e . 

Q. D i p p i n g t o t h e s o u t h , s o u t h e a s t i s what 

y o u ' r e t h i n k i n g , f r o m t h e n o r t h ? 

A. Yeah. 

MR. STOVALL: T h a t ' s a l l I have. 

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

of Mr. Gray? I f n o t , he may be ex c u s e d . 
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Mr. C a r r ? 

MR. CARR: N o t h i n g f u r t h e r , Mr. 

S t o gn e r . 

EXAMINER STOGNER: Does anybody e l s e 

have a n y t h i n g f u r t h e r i n Case No. 10442? 

I f n o t , t h i s case w i l l be t a k e n under 

adv i s ement. 

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

I do hereby certify that the foregoing Is 
a complete record of the proceedings in 
the Examiner hearingf2f Cass io. ;jy< 
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