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BEFORE THE 
NEW MEXICO OIL CONSERVATION COMMISSION 

Santa Fe, New Mexico 
January 18, 1978 

EXAMINER HEARING 

IN THE MATTER OF; 

A p p l i c a t i o n o f King Resources Company f o r 
a u n i t agreement, Eddy County, New Mexico. 

CASE 
6129 

BEFORE: Richard L. Stamets, Examiner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the New Mexico O i l 
Conservation Commission: 

Lynn Teschendorf, Esq. 
Legal Counsel f o r the Commission 
State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 

For the Applicant: Jason W. K e l l a h i n , Esq, 
KELLAHIN & FOX 
Attorneys a t Law 
500 Don Gaspar 
Santa Fe, New Mexico 
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I N D E X 
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E x h i b i t F i v e , Morrow S t r u c t u r e 6 10 
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MR. STAMETS: We w i l l then c a l l next Case 6129. 

MS. TESCHENDORF: Case 6129, a p p l i c a t i o n of King 

Resources Company f o r a u n i t agreement, Eddy County, New Mexice 

MR. KELLAHIN: I f the Examiner please, Jason 

K e l l a h i n , K e l l a h i n and Fox, appearing f o r the a p p l i c a n t . We 

have one witness t o be sworn. 

(THEREUPON, the witness was duly sworn.) 

MARK LAMBERTSON 

c a l l e d as a witness, having been f i r s t duly sworn, was 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q Would you s t a t e your name, please? 

A Mark Lambertson. 

Q By whom are you employed and i n what p o s i t i o n , 

Mr. Lambertson? 

A King Resources Company as a Landman. 

Q And where are you located? 

A I n Denver, Colorado. 

Q How long have you worked as a Landman? 

A For two years. 

Q Have you had any experience p r i o r t o your work w i t h 

King Resources? 

A Yes, I worked w i t h Exxon. 
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Q Also as a Landman? 

A As a Landman. 

Q How long were you w i t h Exxon? 

A Well, a t o t a l of two years w i t h the two companies. 

Q I n connection w i t h your work as a Landman d i d you 

have anything t o do w i t h the proposed u n i t agreement which i s 

the subject of t h i s hearing? 

A Yes, I e i t h e r prepared or d i r e c t e d the pre p a r a t i o n 

of the a p p l i c a t i o n f o r the u n i t agreement. 

Q And d i d you work on o b t a i n i n g approvals or seeking 

approvals o f the u n i t agreements? 

A Yes, I have. 

MR. KELLAHIN: Are the witness' q u a l i f i c a t i o n s 

acceptable? 

MR. STAMETS: They are. 

Q (Mr. K e l l a h i n continuing.) B r i e f l y what does 

King Resources Company propose i n Case 612 9? 

A Well, the work t h a t we have done i n t h i s area, 

which includes a i r and ground magnetics and g r a v i t y surveys, 

as w e l l as the study of w e l l l o g s , we have determined t h a t 

there i s a l o g i c a l u n i t based on the s t r u c t u r e i n the Morrow 

sands, as has been i n d i c a t e d on the p l a t . 

Q This i s an e x p l o r a t o r y u n i t , i s i t not? 

A Yes, t h i s would be f o r a Federal d i v i d e d type of 

e x p l o r a t o r y u n i t . 
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Q Have you had a g e o l o g i c a l r e p o r t prepared? 

A Yes, we have. 

Q R e f e r r i n g t o what has been marked as E x h i b i t A, i s 

t h a t the g e o l o g i c a l report? 

A Yes, i t i s . 

Q Now going through E x h i b i t A, would you discuss the 

i n d i v i d u a l e x h i b i t s t h a t are a p o r t i o n of t h a t e x h i b i t ? 

A Well, E x h i b i t One i s the s t r u c t u r e t h a t i s i n d i c a t e d 

f o r the M i s s i s s i p p i limestone and t h i s would be the formation 

below the depth o f the proposed t e s t w e l l . 

Q I s the dark l i n e o u t l i n i n g the area the u n i t 

boundary? 

A I'm not sure how dark the l i n e i s . 

Q I t ' s not very dark. 

A The f a i n t l i n e i s the u n i t o u t l i n e . 

Q That i s the u n i t o u t l i n e ? 

A Yes, on the p l a t . 

Q And now the do t t e d acreage, what does t h a t i n d i c a t e ? 

A That's King Resources leases. 

Q Now r e f e r r i n g t o E x h i b i t Two of E x h i b i t A? 

A E x h i b i t Two i s the Morrow s t r u c t u r e which i s the 

lowest Pennsylvanian formation and i t was based on the 

d i f f e r e n t surveys t h a t we have and the surface geology. I t 

i s our conclusion t h a t there i s s t r u c t u r e there or there i s 

the p o s s i b i l i t y anyhow of s t r u c t u r e being there and t h i s i s 
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mapped on the top of the Morrow and based on the i n d i c a t e d 

twenty-nine hundred f o o t contour then, we have drawn the u n i t 

o u t l i n e t o include any sections more than h a l f of which f a l l 

i n s i d e t h a t contour. 

Q Now r e f e r r i n g t o E x h i b i t Three of E x h i b i t A would 

you i d e n t i f y t h a t e x h i b i t ? 

A This i s the Cisco which i s one of the other forma

t i o n s i n the Pennsylvanian and which would be one of the 

pos s i b l e o b j e c t i v e s and here we are not sure about the i n d i c a 

t i o n s of the s t r u c t u r e . I t i s one of the shallower formations 

so we have not i n d i c a t e d any s t r u c t u r e i n t h i s formation. 

Q E x h i b i t Four? 

A E x h i b i t Four i s the Morrow-Chester isopach. I have 

t o r e f e r back t o make sure t h a t I describe t h i s p r o p e r l y . 

This i s an isopach of the Morrow t o Chester limestone so 

the thickness between those two formations i s i n d i c a t e d by 

the contour l i n e s on E x h i b i t Four. 

Q And E x h i b i t Five? 

A E x h i b i t Five i s the Morrow s t r u c t u r e w i t h the sand 

p o r o s i t y and the c u t o f f p o i n t was a f i v e percent p o r o s i t y 

so t h a t these contour l i n e s i n d i c a t e the thicknesses of the 

Morrow sand a t any place i t i s thought t h a t t h e i r p o r o s i t y 

i s g r eater than f i v e percent. 

Q Now does the twenty-nine f o o t i n t e r v a l have any 

bearing on the s e l e c t i o n of the area? 
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A Wel l , as f a r as being a l o g i c a l area f o r u n i t i z a t i o n 

t h i s would be about the l a r g e s t t h a t you would s t i l l have 

closure i n t h i s Morrow s t r u c t u r e . 

Q Now r e f e r r i n g t o what i s marked E x h i b i t B which i s 

as I understand i t E x h i b i t Six of your g e o l o g i c a l r e p o r t , 

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

A That i s c o r r e c t . 

Q Would you i d e n t i f y t h a t e x h i b i t and discuss the 

i n f o r m a t i o n shown on i t ? 

A I t i s the w e l l l o g from four d i f f e r e n t w e l l s t h a t 

were d r i l l e d a l l t o the southwest, I guess t o the west and 

t o the south and there i s a l i n e i n d i c a t e d on the p l a t on the 

r i g h t side of t h a t e x h i b i t which shows the l o c a t i o n s of those 

w e l l s i n r e l a t i o n t o the u n i t area and then there i s an 

i n t e r p r e t a t i o n of those w e l l logs t o show where the d i f f e r e n t 

s t r u c t u r e s were found i n those w e l l s and then based on t h a t 

we have made the p r o j e c t i o n i n t o the u n i t area. 

Q I n the right-hand p o r t i o n of the e x h i b i t i t does 

show a map of the area w i t h the u n i t o u t l i n e d ? 

A I t shows the u n i t o u t l i n e d i n a dark l i n e and i t 

shows the w e l l s , t h e i r l o c a t i o n s , i n t h i s case the l i g h t e r 

l i n e s . 

Q Now based on the i n f o r m a t i o n p r e s e n t l y a v a i l a b l e 

t o you, i n your o p i n i o n w i l l approval of t h i s proposed u n i t 

give you e f f e c t i v e c o n t r o l of the possible producing formation 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Page 8 

underlying i t ? 

A Yes, i t would. 

Q Now r e f e r r i n g t o what has been marked as E x h i b i t 

Number C, would you i d e n t i f y t h a t please? 

A This i s the form of u n i t agreement t h a t i s pre

scribed by the Federal r e g u l a t i o n s and also the Land Commissi 

f o r the State of New Mexico and t h a t has been submitted t o 

both o f those agencies and has received p r e l i m i n a r y approval 

of the United States Geological Survey and also p r e l i m i n a r y 

approval from the State of New Mexico Land Commission and 

t h i s has been sent out t o a l l of the working i n t e r e s t and 

r o y a l t y i n t e r e s t i n the proposed u n i t area requesting t h e i r 

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

Q Now what percentage o f the u n i t does King Resources 

own? 

A We c o n t r o l or own the leases which c o n s t i t u t e 

approximately f o r t y - t w o percent of the u n i t area? 

Q Do you have commitments from any of the other 

operators owning working i n t e r e s t i n the area? 

A Yes, a l l of the other operators t h a t c o n s t i t u t e 

about another t h i r t y percent have i n d i c a t e d t h a t they w i l l 

j o i n the u n i t and we have then t a l k e d t o some i n d i v i d u a l s 

who own leases and f e e l t h a t we have the ve r b a l commitment 

of approximately another ten percent so t h a t we have a t t h i s 

time, we f e e l , about e i g h t y percent approval and I t h i n k t h a t 
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by the f i r s t of next week t h a t we should have another f i v e or 

ten percent and we w i l l a t t h a t p o i n t then submit the f i n a l 

a p p l i c a t i o n t o the USGS. 

Q And there i s p r o v i s i o n i n the u n i t agreement f o r 

subsequent j o i n d e r s , i s there not? 

A Yes, there i s . 

Q What percentage of t h i s acreage i s Federal, State 

and fee? Can you give us t h a t information? 

A I t i s on the p l a t t h a t i s E x h i b i t A t o the u n i t 

agreement, which i s our E x h i b i t C. I s t h a t c o r r e c t ? 

Q E x h i b i t B. E x h i b i t C, I'm s o r r y . 

A The Federal acreage i s e i g h t y - s i x percent and the 

State acreage i s t h i r t e e n percent. 

Q I s there any fee acreage involved? 

A No, there i s not. 

Q I t i s a l l Federal or State. Now, have you prepared 

a u n i t o p e r a t i n g agreement? 

A Yes, we have. 

Q And i t i s submitted as E x h i b i t D, i s i t not? 

A Yes, i t i s . 

Q Now does your u n i t o p e r a t i n g agreement make any 

commitment on the development of the u n i t ? 

A I t provides t h a t we w i l l d r i l l a w e l l w i t h i n s i x 

months a f t e r the approval of the u n i t and the u n i t agreement 

provides t h a t t h i s w e l l w i l l be t o a depth of seventy-three 
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hundred f e e t or t o s u f f i c i e n t l y t e s t the Morrow formations or 

i f p r o d u c t i o n i s received or obtained i n paying q u a n t i t i e s , 

whichever i s shallower. 

Q And then you would have t o prepare a f u r t h e r 

o p e r a t i n g agreement or proposal, would you not, f o r the 

development? 

A The operating agreement then provides t h a t w i t h i n 

s i x months we would have t o submit t o the USGS a development 

plan f o r what we f e e l are the productive areas w i t h i n the 

u n i t . 

Q Were E x h i b i t s A through D prepared by you or under 

your supervision? 

A Yes, they were mostly prepared by me and some under 

my sup e r v i s i o n . 

MR. KELLAHIN: At t h i s time we o f f e r i n t o evidence 

E x h i b i t s A through D, i n c l u s i v e . 

MR. STAMETS: These e x h i b i t s w i l l be admitted. 

(THEREUPON, Applicant's E x h i b i t s A through 

D were admitted i n t o evidence.) 

MR. KELLAHIN: That's a l l we have, Mr. Stamets. 

CROSS EXAMINATION 

BY MR. STAMETS: 

Q Mr. Lambertson, when you i n i t i a l l y s t a r t e d t a l k i n g 

about t h i s I thought I heard you say something about Federal 

d i v i d e d type u n i t . What i s a Federal d i v i d e d type u n i t ? 
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A By Federal, t h i s i s being approved by the USGS. The 

d i v i d e d type means t h a t the working i n t e r e s t t h a t w i l l p a r t i c i 

pate i n the cost of any w e l l w i l l be determined e i t h e r before 

or a f t e r the w e l l i s d r i l l e d but w i l l be l i m i t e d t o some area 

around t h a t w e l l so t h a t you could have a number of d i f f e r e n t 

groups of working i n t e r e s t paying f o r d i f f e r e n t w e l l s i n the 

u n i t . I n an undivided type of u n i t a l l of the working i n t e r e s t 

i n the u n i t area would pay f o r any of the w e l l s t h a t were 

d r i l l e d . I guess t h i s i s a very t y p i c a l method of arranging 

e x p l o r a t o r y u n i t s . 

Q Does the u n i t agreement provide f o r the O i l 

Conservation Commission approval of the plans of development? 

A Well, t h a t I'm not sure o f . 

Q And also does i t provide f o r the State Land O f f i c e 

approval of the plan of development? 

A We incorporated the p r o v i s i o n s t h a t are approved 

by your State o f f i c e s and because i t was a ki n d of form I 

don't r e c a l l . I can f i n d i t f o r you here very q u i c k l y . 

Q Page e i g h t , I t h i n k , A r t i c l e Ten? 

A Yes, j u s t a f t e r we make a discovery we have s i x 

months t o submit our plan of development and i t w i l l be t o 

the Land Commissioner. 

Q I b e l i e v e i t only provides f o r the supervisor of 

the U. S. Geological Survey and the Land Commissioner. I 

assume t h a t King Resources would have no o b j e c t i o n t o also 
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s u b m i t t i n g a plan t o the O i l Conservation Commission f o r 

approval? 

A I presume not. 

MR. STAMETS: Any other questions of the witness? 

MS. TESCHENDORF: I have one. 

MR. STAMETS: Ms. Teschendorf. 

CROSS EXAMINATION 

BY MS. TESCHENDORF: 

Q Are you aware t h a t as o f January 13th, King 

Resources has become Phoenix Resources Company? 

A I am aware of t h a t . 

Q And I have a one-well bond where I b e l i e v e i t would 

be the i n i t i a l u n i t w e l l under the name of Phoenix Resources 

so the u n i t operator should be Phoenix Resources, not King 

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

A Well, i t was a r e o r g a n i z a t i o n through the bankruptcy 

c o u r t and the f i n a l plan was approved and was e f f e c t u a t e d on 

January 6 so a t the time t h i s was submitted we were King 

Resources. We are now Phoenix Resources and we can do i t 

however you would l i k e . 

Q Well, i f the w e l l name i s going t o be Phoenix 

Resources I t h i n k the u n i t also ought t o be Phoenix Resourses. 

A I j u s t discussed t h i s w i t h Mr. Graham and I'm not 

sure how we are going t o e f f e c t u a t e t h i s as f a r as the leases 

t h a t we hold and whatever. Can we coordinate t h i s w i t h your 
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o f f i c e s and make sure t h a t we a l l wind up doing the same 

things? 

MR. STAMETS: The u n i t agreement does provide 

f o r a change i n u n i t operator, perhaps t h a t may be the route 

you wish t o take, King Resources named the u n i t operator and 

then f o l l o w w i t h a change of operator. 

A I'm not sure what we are going t o do about a l l 

the leases t h a t we own, e s p e c i a l l y not j u s t these but a l l of 

them. Right now as t o what we are going t o do t o change 

these or how we are going t o approach t h i s but we are aware 

of the problem and I w i l l work w i t h you on t h a t then. 

MR. STAMETS: I f you a l l w i l l advise us of what 

you p r e f e r before we w r i t e the order we would appreciate i t . 

We w i l l hold up w r i t i n g the order u n t i l we see. 

A Fine, thank you. 

MR. KELLAHIN: I n connection w i t h t h a t , though, 

do you have any deadline on g e t t i n g t h i s w e l l commenced? 

A Well, we have Federal leases e x p i r i n g a t the end 

of next month and we need t o be d r i l l i n g over the e x p i r a t i o n 

date o f these leases and I'm not r e a l l y sure of when we've 

got a r i g coming i n . We thought maybe we had one l a s t week 

but we weren't q u i t e ready f o r i t but as I i n d i c a t e d , we w i l l 

be s u b m i t t i n g t h i s , h o p e f u l l y sometime next week f o r f i n a l 

approval so we are t r y i n g t o move ahead w i t h i t and we would 

appreciate any help t h a t we could receive from your o f f i c e s 
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i n g e t t i n g i t approved. 

MR. STAMETS: As soon as we know the u n i t operator 

we w i l l be happy t o expedite the order. 

Any other questions of t h i s witness? 

MR. KELLAHIN: That's a l l . Thank you, Mr. Stamets. 

MR. STAMETS: He may be excused. 

(THEREUPON, the witness was excused.) 

MR. STAMETS: I f there i s nothing f u r t h e r the case 

w i l l be taken under advisement. 
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