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EXAMINER STOGNER: T h i s h e a r i n g w i l l 

come to o r d e r . I'm Mic h a e l Stogner, today's 

a p p o i n t e d h e a r i n g o f f i c e r . Today i s June 11, 

1992, f o r Docket 17-92. 

C a l l Case 10475. 

MR. STOVALL: A p p l i c a t i o n of T e r r a 

Energy, L i m i t e d , f o r a u n i t agreement, Chaves 

County, New Mexico. 

EXAMINER STOGNER: C a l l f o r 

appe a r a n c e s . 

MS. MATTHEWS: I'm P a t r i c i a Matthews 

here of Campbell, C a r r , Berge & S h e r i d a n here f o r 

T e r r a Energy, L i m i t e d , i n Case 10475. 

EXAMINER STOGNER: Do you have any 

w i t n e s s e s ? 

MS. MATTHEWS: Yes. My f i r s t w i t n e s s 

i s Stephen Speer. He's a g e o l o g i s t . 

EXAMINER STOGNER: Are t h e r e any other 

w i t n e s s e s t h a t you w i l l be c a l l i n g today? 

MS. MATTHEWS: No, Mr. Stogner. 

EXAMINER STOGNER: W i l l the w i t n e s s , 

p l e a s e , s t a n d and be sworn a t t h i s time. 

[The w i t n e s s was duly sworn.] 

EXAMINER STOGNER: Ms. Matthews. 

MS. MATTHEWS: Would l i k e to take a 
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s e a t , p l e a s e . 

STEPHEN W. SPEER 

H a v i n g been 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 MS. MATTHEWS: 

Q. Would 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 , p l e a s e ? 

A. My name i s Stephen W. Speer, and I l i v e 

i n R o s w e l l , New Me x i c o . 

Q. By whom a r e you employed? 

A. I'm an i n d e p e n d e n t g e o l o g i s t w o r k i n g as 

a c o n s u l t a n t f o r T e r r a Energy. 

Q. Have you t e s t i f i e d b e f o r e t h e D i v i s i o n 

o r any o f i t s e x a m i n e r s on a p r e v i o u s o c c a s i o n ? 

A. No. I h a v e n ' t . 

Q. Would y o u , p l e a s e , b r i e f l y summarize 

y o u r e d u c a t i o n a l b a c k g r o u n d ? 

A. I g o t a b a c h e l o r o f g e o l o g i c a l s c i e n c e s 

d e g r e e a t New Mexico S t a t e U n i v e r s i t y i n 1981, a 

ma s t e r o f a r t s d e g r e e i n g e o l o g y a t t h e 

U n i v e r s i t y o f Texas, A u s t i n , i n 1983, and I 

wo r k e d f o r Y a t e s P e t r o l e u m f r o m 1983 t o 1990. 

Q. A l l r i g h t . 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 i n t h i s case. Mr. Speer? 
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A. Yes, I am. 

Q. Are you f a m i l i a r w i t h the proposed 

South Lone Wolf U n i t ? 

A. Yes, I am. 

MS. MATTHEWS: I would r e q u e s t t h a t the 

w i t n e s s 1 q u a l i f i c a t i o n s be a c c e p t e d by the 

Commission a t t h i s p o i n t . 

EXAMINER STOGNER: Mr. Speer i s so 

q u a l i f i e d . 

MS. MATTHEWS: I have the e x h i b i t s f o r 

our h e a r i n g . I ' l l p r e s e n t them to you at t h i s 

t ime . 

Q. (BY MS. MATTHEWS) Would you, p l e a s e , 

b r i e f l y s t a t e the purpose of the South Lone Wolf 

agreement ? 

A. We're s e e k i n g a p p r o v a l of South Lone 

Wolf U n i t , which i s a v o l u n t a r y e x p l o r a t o r y u n i t 

c o n t a i n i n g a p p r o x i m a t e l y 1,960 a c r e s of s t a t e and 

f e d e r a l l a n d s i n Chaves County, New Mexico. 

Q. Have you prep a r e d or have t h e r e been 

p r e p a r e d under your d i r e c t i o n and s u p e r v i s i o n 

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

A. Yes, t h e r e have. 

Q. I'm going to hand to you what's been 

marked E x h i b i t No. 1, and co u l d you e x p l a i n to me 
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what t h a t e x h i b i t shows, p l e a s e ? 

A. E x h i b i t 1 i s a S t a t e / F e d e r a l Fee 

E x p l o r a t o r y U n i t form on a v o l u n t a r y , the 

s t a n d a r d v o l u n t a r y u n i t agreement f i l l e d out f o r 

the South Lone Wolf U n i t . I t i n c l u d e s an 

amendment r e q u e s t e d by the BLM c o n c e r n i n g 

payments to the f e d e r a l government. Otherwise 

i t ' s a s t a n d a r d form. 

Q. I s t h a t a s t a n d a r d s t a t e form? 

A. Yes, ma'am. 

Q. Would you r e f e r to E x h i b i t A of the 

u n i t agreement and d e s c r i b e what Un i t A shows — 

I mean E x h i b i t A shows? 

A. E x h i b i t A i s a map of the u n i t a r e a , 

which i s l o c a t e d i n Township 13 South, 29 E a s t , 

Chaves County, showing a l l the lands to be 

u n i t i z e d d e l i n e a t i n g f e d e r a l v e r s u s s t a t e 

m i n e r a l s i n the u n i t . T h e r e ' s only f e d e r a l and 

s t a t e m i n e r a l s i n the u n i t , no fee a c r e a g e . 

MS. MATTHEWS: At t h i s time I ' d l i k e to 

make a c l a r i f i c a t i o n . The a p p l i c a t i o n i n d i c a t e s 

t h a t t h e r e a r e fee l a n d s i n c l u d e d , and t h a t ' s 

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

l a n d s i n c l u d e d . 

Q. Would you a l s o now r e f e r to E x h i b i t B 
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of the u n i t agreement and d e s c r i b e what t h a t 

e x h i b i t shows? 

A. E x h i b i t B goes w i t h E x h i b i t A, and i t ' s 

a s c h e d u l e of the l a n d s showing ownership over 

r o y a l t y i n t e r e s t s and working i n t e r e s t s 

p e r c e n t a g e s f o r each of the v a r i o u s t r a c t s w i t h i n 

the u n i t , proposed u n i t . T h e r e ' s 1280 f e d e r a l 

a c r e s i n the u n i t , 680 s t a t e a c r e s w i t h i n the 

u n i t f o r a t o t a l of 1960 a c r e s . 

Q. Has the proposed u n i t a r e a been 

d e s i g n a t e d by the Bureau of Land Management as an 

a r e a a d e q u a t e l y s u i t e d f o r u n i t development? 

A. Yes, i t has. E x h i b i t No. 2 i s a l e t t e r 

from Armando Lopez w i t h the R o s w e l l o f f i c e BLM 

g i v i n g us p r e l i m i n a r y a p p r o v a l of the u n i t a r e a . 

Q. I'm going to hand to you E x h i b i t No. 

2. I s t h a t the e x h i b i t you were r e f e r r i n g to i n 

your answer j u s t p r e v i o u s l y ? 

A. Yes, i t i s . 

Q. Has the Commissioner of P u b l i c Lands 

g i v e n h i s p r e l i m i n a r y a p p r o v a l to the proposed 

u n i t agreement? 

A. Yes, he has, and t h a t ' s E x h i b i t No. 3. 

Q. I s E x h i b i t No. 3 a l e t t e r dated June 9, 

1992, which G r a n t s T e r r a Energy, L i m i t e d , a 
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p r e l i m i n a r y a p p r o v a l of t h i s u n i t ? 

A. Yes, i t i s a p r e l i m i n a r y a p p r o v a l 

l e t t e r w i t h the c o n d i t i o n t h a t the t h i r d w e l l 

d r i l l e d w i t h i n the u n i t s h o u l d be d r i l l e d on 

s t a t e l a n d s . 

Q. To your knowledge has T e r r a Energy 

agreed to do t h a t ? 

A. I b e i i e v e so. 

Q. What pe r c e n t a g e of the i n t e r e s t owners 

i n the u n i t a r e a a r e committing t h e i r acreage to 

the u n i t agreement? 

A. One hundred p e r c e n t . A l l the la n d s are 

c o n t r o l l e d by T e r r a Energy. 

Q. I s i t T e r r a ' s d e s i r e to be d e s i g n a t e d 

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

A. Yes. 

Q. What i s the primary o b j e c t i v e of t h i s 

u n i t ? 

A. The primary o b j e c t i v e w i l l be the 

Devonian-Fusselman Formation at a p p r o x i m a t e l y 

9600 f e e t . 

Q. I'm going to hand to you what's been 

marked as E x h i b i t 4. Would you r e v i e w t h a t 

e x h i b i t and d e s c r i b e what i t shows? 

A. E x h i b i t 4 i s an e l e c t r i c l o g on the 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

10 

Kerr-McGee S t a t e A - l , which i s immediately south 

of the u n i t i n S e c t i o n 32, showing the o b j e c t i v e 

h o r i z o n s , the Devonian and Fusselman u n d e r l y i n g 

the M i s s i s s i p p i a n and P e n n s y l v a n i a n s e c t i o n . 

Q. I'm going to now hand to you E x h i b i t 5, 

and would you, p l e a s e , d e s c r i b e what t h a t e x h i b i t 

shows? 

A. E x h i b i t 5 i s a map showing w e l l 

i n f o r m a t i o n on t e s t s , v a r i o u s deep t e s t s , the 

P e n n s y l v a n i a n and o l d e r f o r m a t i o n s i n the u n i t 

a r e a showing t h a t t h e r e have been a few t e s t s 

down to the Devonian i n t h i s a r e a , s e v e r a l of 

which have found to be p r o d u c t i v e f o r o i l . And 

b a s i c a l l y i t ' s j u s t g i v i n g w e l l i n f o r m a t i o n on 

the v a r i o u s t e s t s to depth t h e r e . 

Q. A l l r i g h t . Would you, p l e a s e , d e s c r i b e 

what E x h i b i t 6 c o n t a i n s ? 

A. E x h i b i t 6 i s a s e i s m i c s t r u c t u r e map on 

the M i s s i s s i p p i a n h o r i z o n , which mimics the 

Devonian s t r u c t u r e . T h i s i s the map we use to 

d e l i n e a t e the u n i t o u t l i n e . The s t r u c t u r e we're 

l o o k i n g f o r i s bound by f a u l t s on a l l s i d e s , 

except the n o r t h e a s t s i d e where the s t r u c t u r e i s 

p l u n g i n g o f f to the n o r t h e a s t . 

Q. And I'm going to hand to you E x h i b i t 
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No. 7. Would you d e s c r i b e what t h a t e x h i b i t 

c o n t a i n s ? 

A. E x h i b i t 7 i s the same map t h a t was 

shown i n E x h i b i t No. 6, the M i s s i s s i p p i a n 

s t r u c t u r e map. We've superimposed the u n i t 

o u t l i n e over the s t r u c t u r e to show t h a t a l l of 

the s t r u c t u r e t h a t we b e l i e v e to be p r o d u c t i v e at 

t h i s p o i n t i s encompassed w i t h i n the u n i t . 

Q. A l l r i g h t . And f i n a l l y E x h i b i t 8, 

would you look a t t h a t and t e l l me b r i e f l y what 

t h a t e x h i b i t shows? 

A. E x h i b i t 8 i s a geo1ogica1-geophysica1 

d i s c u s s i o n g i v i n g a s y n o p s i s of the v a r i o u s maps 

and e x h i b i t s we've shown p r e v i o u s l y and 

d e s c r i b i n g the r e s e r v o i r t h a t we're going to be 

d r i l l i n g to i n t h i s w e l l . 

Q. What ot h e r h o r i z o n s a r e being u n i t i z e d 

by t h i s u n i t agreement? 

A. The u n i t agreement u n i t i z e s a l l depths, 

a l l h o r i z o n s . 

Q. What a r e your p l a n s f o r development of 

t h i s u n i t , t h a t i s , when a r e you going to or when 

do you p l a n to spud the i n i t i a l w e l l ? 

A. The i n i t i a l w e l l w i l l be spud 

a p p r o x i m a t e l y June 18, depending on the date of 
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the f i n a l a p p r o v a l of the u n i t agreement. 

Q . What a r e your p l a n s or what a r e T e r r a ' s 

p l a n s f o r a d d i t i o n a l development? 

A. T h e y ' l l be implemented as r e q u i r e d by 

the u n i t agreement. 

Q. Does T e r r a i n t e n d to comply w i t h the 

c o n t i n u o u s d r i l l i n g r e q u i r e m e n t s as s e t f o r t h i n 

the u n i t agreement? 

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

o p t i o n s i n the u n i t agreement, they w i l l . 

Q. Are you r e q u e s t i n g t h a t the order by 

the Commission be e x p e d i t e d i n t h i s c a s e ? 

A. Yes, we a r e . 

Q. Does the u n i t agreement p r o v i d e f o r 

p e r i o d i c f i l i n g s of the p l a n s of development? 

A. Yes. 

Q. Does t h i s p r o v i s i o n p r o v i d e t h a t t h e s e 

p l a n s w i l l be f i l e d w i t h the Commissioner of 

P u b l i c Lands and 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. How o f t e n a r e t h e s e p l a n s to be f i l e d ? 

A. W e l l , a g a i n i t w i l l be as s e t f o r t h i n 

the u n i t agreement. 

Q. Does the u n i t agreement s t a t e t h a t 

t h e s e p l a n s w i l l be f i l e d w i t h i n s i x months a f t e r 
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c o m p l e t i o n of the i n i t i a l w e l l c a p a b l e of 

produ c i n g s u b s t a n c e s i n paying q u a n t i t i e s and 

t h e r e a f t e r from time to time b e f o r e the 

e x p i r a t i o n of the e x i s t i n g p l a n ? 

A. Yes. 

Q. I n your o p i n i o n w i l l g r a n t i n g t h i s 

a p p l i c a t i o n be i n the be s t 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 through 8 pre p a r e d by 

you or under your d i r e c t s u p e r v i s i o n ? 

A. Yes. 

MS. MATTHEWS: I ' d l i k e to o f f e r those 

e x h i b i t s at t h i s time. 

MR. STOVALL: Mr. Examiner, I ' v e got a 

q u e s t i o n b e f o r e we do t h a t . 

EXAMINER STOGNER: Okay. Mr. S t o v a l l . 

EXAMINATION 

BY MR. STOVALL: 

Q. When I look a t the back behind the 

g e o l o g i c d e s c r i p t i o n , I t h i n k t h a t ' s E x h i b i t 8, 

I' v e got what appear to be other c o p i e s . I t 

loo k s l i k e the same copy of E x h i b i t 2 as was 

i n t r o d u c e d and appears e a r l i e r i n my e x h i b i t 
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package from the BLM. Then I have a document 

marked E x h i b i t 3, which i s a l e t t e r from the 

S t a t e Land O f f i c e to T e r r a Energy, but i t i s 

d i f f e r e n t from the l e t t e r which i s the p r i o r 

e x h i b i t . 

MS. MATTHEWS: Mr. S t o v a l l , i f I may 

look a t tho s e , I may have c l i p p e d i n a p p r o p r i a t e 

e x h i b i t s to your p a c k e t . 

MR. STOVALL: I t looks l i k e i t may be 

j u s t a problem w i t h my p a c k e t . Did you go a c r o s s 

the s t r e e t and l e a r n t h i s from Mr. K e l l a h i n ? 

MS. AUBREY: I'm going to t e l l him you 

s a i d t h a t . 

MS. MATTHEWS: T h i s was i n f a c t my 

e r r o r . Other than t h a t i s the packet complete? 

MR. STOVALL: Yes. E v e r y t h i n g e l s e was 

i n i t . J u s t a couple of e x t r a t h i n g s . I d i d n ' t 

know i f the o t h e r s were t h a t way or not. 

MS. MATTHEWS: I a p o l o g i z e . Are t h e r e 

any q u e s t i o n s from the p a n e l ? 

MR. STOVALL: With t h a t r e s o l v e d I 

don't have any co n c e r n s about the e x h i b i t s . 

EXAMINER STOGNER: I b e l i e v e a l l of our 

e x h i b i t s a r e the same now. So l e t ' s admit 

E x h i b i t s 1 through 8 i n t o e v i d e n c e a t t h i s time. 
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MS. MATTHEWS: I have no f u r t h e r 

q u e s t i o n s of the w i t n e s s . 

EXAMINER STOGNER: Thank you, Ms. 

Matthews. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Speer, now t h e r e ' s been some 

acre a g e d e l i n e a t e d from t h i s u n i t as what was 

a p p l i e d f o r . Do you have any i d e a why some of 

the a c r e a g e was taken out? 

A. I t was based p r e t t y much a g a i n on the 

M i s s i s s i p p i a n s t r u c t u r e map under the f e e l i n g 

t h a t i t was nonproductive based on our 

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

Q. So what was a d v e r t i s e d was bigger than 

what i s being a p p l i e d f o r ? 

A. Yes. I t was i n i t i a l l y , I b e l i e v e , was 

over 2100 a c r e s . 

Q. So t h e r e w i l l be no problem w i t h the 

d i f f e r e n c e t h e r e s i n c e what was a d v e r t i s e d was 

bi g g e r than what i s being r e q u e s t e d . 

I n l o o k i n g a t , lo o k s l i k e the E x h i b i t B 

of your f i r s t e x h i b i t t h a t was admitted, T e r r a 

Energy i s the l e s s e e of r e c o r d ; i s t h a t c o r r e c t ? 

A. R i g h t . 
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Q. And the p e r c e n t a g e s of the s t a t e and 

f e d e r a l l a n d s a r e denoted on t h a t p a r t i c u l a r 

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

A. Yes, s i r , down on the lower l e f t 

t h e r e : 65 f e d e r a l , 35 s t a t e a p p r o x i m a t e l y . 

Q. I n T e r r a ' s development of t h i s acreage 

you might have s a i d i t and I'm s o r r y i f I missed 

i t , where i s the f i r s t w e l l going to be d r i l l e d ? 

A. I never s p e c i f i c a l l y p o i n t e d t h a t out. 

The f i r s t w e l l w i l l be d r i l l e d i n the s o u t h e a s t 

of the northwest of S e c t i o n 29 i n about the 

c e n t e r of the u n i t , which i s a f e d e r a l t r a c t . 

Q. Now, when I'm l o o k i n g at E x h i b i t No. 7 

I show t h a t you have, l o o k s l i k e what appears to 

be two s e i s m i c l i n e s c r o s s i n g ; i s t h a t your 

proposed w e l l ? 

A. Yes, s i r . T h e r e ' s a n o r t h - s o u t h l i n e 

t h e r e too t h a t runs r i g h t through the w e l l 

l o c a t i o n s . 

Q. How about the second one, i f t h e r e be 

one? 

A. The second w e l l ? 

Q. Uh-huh. 

A. W e l l , o b v i o u s l y , I t h i n k i t ' s p r e t t y 

obvious i t goes south, probably i n t o the 
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to be determined. 

Q. Now, I guess t h e r e was one s t i p u l a t i o n 

i n t h e r e t h a t a t h i r d w e l l must be on s t a t e 

l a n d . I guess t h a t would be --

A. The s t a t e l a n d would probably be i n 

S e c t i o n 32 would be my guess. 

Q. Okay. 

A. The o p e r a t o r has i n d i c a t e d they may 

want to shoot a d d i t i o n a l s e i s m i c i n the event 

t h e y ' r e s u c c e s s f u l to h e l p d e l i n e a t e subsequent 

w e l l l o c a t i o n s a l s o . 

Q. I'm l o o k i n g a t your E x h i b i t No. 5. 

There seems to be some w e l l s i n t h e r e . Now, the 

Kerr-McGee w e l l t h a t you used f o r the type log i n 

S e c t i o n 32 has been plugged and abandoned? 

A. Yes, s i r . I t was d r i l l e d i n 1953. 

Q. How about the two s e c t i o n s , i t l o oks 

l i k e S e c t i o n 29 has a w e l l i n i t or -- I'm 

r e f e r r i n g to E x h i b i t No. 5. 

A. That i s not a w e l l . I t ' s p a r t of t h a t 

d e s c r i p t i o n f o r the w e l l i n 28. The one t h a t 

l o o k s l i k e a producing w e l l i n the s o u t h e a s t ? 

Q. Yes. 

A. Yeah, t h a t ' s an " a t " -- I don't know 
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the term f o r the --

MR. STOVALL: "a" w i t h a c i r c l e around 

i t ? 

THE WITNESS: I t ' s an "a" w i t h a c i r c l e 

around i t . 

Q. (BY EXAMINER STOGNER) I'm s o r r y . Go 

ahead. 

A. There a r e no w e l l s i n S e c t i o n 29. 

There a r e no w e l l s w i t h i n t h i s u n i t a r e a . 

Q. Okay. I n S e c t i o n 29 t h e r e i s the word 

spud, and r i g h t above i s i t a dot. I s t h a t the 

proposed w e l l ? 

A. R i g h t . T h a t ' s the proposed l o c a t i o n . 

The r e s t of t h a t wording i n S e c t i o n 29 a l l goes 

to the w e l l i n the s o u t h e a s t of 28. 

Q. And the " a t " i s not -- oh, y e s , i s not 

a w e l l ? 

A. R i g h t . Not y e t anyhow. 

EXAMINER STOGNER: I have no other 

q u e s t i o n s of Mr. Speer. 

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

w i t n e s s ? I f not, he may be excused. 

Ms. Matthews, do you have a n y t h i n g 

f u r t h e r ? 

MS. MATTHEWS: No. 
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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. 10475? I f n o t , 

t h i s case w i l l be t a k e n under a d v i s e m e n t . Thank 

you . 

[And t h e p r o c e e d i n g s were a d j o u r n e d . ] 
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