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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:17 a.m.: 

EXAMINER BROOKS: Are we ready t o proceed? Very 

good, a t t h i s time we w i l l c a l l Case Number 13,043, 

A p p l i c a t i o n of Nadel and Gussman Permian, L.L.C, f o r 

compulsory p o o l i n g , Eddy County, New Mexico. 

C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

rep r e s e n t i n g the Ap p l i c a n t . I have two witnesses. 

EXAMINER BROOKS: Other appearances? Very good, 

the witnesses w i l l be sworn. 

(Thereupon, the witnesses were sworn.) 

SAM H. JOLLIFFE. IV. 

the witness 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 oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name f o r the record? 

A. Sam J o l l i f f e , I'm from Midland, Texas. 

Q. Who do you work f o r and i n what capacity? 

A. I work f o r Nadel and Gussman Permian as land 

manager. 

Q. Have you p r e v i o u s l y t e s t i f i e d before the 

D i v i s i o n ? 

A. Yes. 
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Q. And were your c r e d e n t i a l s as an expert petroleum 

landman accepted as a matter of record? 

A. Yes. 

Q. And are you f a m i l i a r w i t h the land matters 

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

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. J o l l i f f e 

as an expert petroleum landman. 

EXAMINER BROOKS: So q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. J o l l i f f e , could you i d e n t i f y 

E x h i b i t 1 and describe b r i e f l y what Nadel and Gussman seeks 

i n t h i s case? 

A. Yes, s i r . E x h i b i t 1 i s a land p l a t h i g h l i g h t i n g 

the east h a l f of Section 28, Township 21 South, Range 27 

East i n Eddy County, and we seek an order p o o l i n g the east 

h a l f of Section 28 from surface t o the base of the Morrow 

fo r m a t i o n f o r pools spaced on 320 acres. 

Q. R e f e r r i n g t o E x h i b i t 2, what i s the ownership i n 

the w e l l u n i t ? 

A. The ownership of the 320 i s Nadel and Gussman 

Permian and i t s i n t e r n a l p a r t n e r i n t h i s case, Rubicon O i l 

and Gas, together own 25 percent; Redfern E n t e r p r i s e s owns 

17.856 percent; Devon Energy, 17.786 percent; and OXY USA 

at 39.375 percent. 

Q. Which of these p a r t i e s do you seek t o pool? 

STEVEN T. BRENNER, CCR 
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A. We seek t o pool Devon Energy and OXY, USA. 

Q. By the way, what i s the w e l l ' s footage l o c a t i o n ? 

A. C u r r e n t l y i t ' s been staked a t 660 from the n o r t h 

l i n e and 1150 from the east l i n e of Section 28. 

Q. Let's discuss your e f f o r t s t o o b t a i n the j o i n d e r 

of the p a r t i e s . What i s E x h i b i t 3? 

A. Okay, E x h i b i t 3 contains our correspondence sent 

out t o the working i n t e r e s t owners back i n February, along 

w i t h an AFE. 

Q. Have you had follow-up discussions w i t h these 

p a r t i e s ? 

A. Yes. Yes, we have. Made a couple c a l l s t o 

Devon, had one c a l l w i t h OXY. And the other p a r t i e s have 

e l e c t e d t o p a r t i c i p a t e , being Redfern and Rubicon. 

Q. Okay. And OXY and Devon a t t h i s p o i n t haven't 

made up t h e i r minds? 

A. No, t h a t ' s c o r r e c t , they have not responded. 

Q. Attached t o the back of E x h i b i t 3 are l e t t e r s 

from Diamond Head, which i s Redfern, the Redfern group, i s 

i t not? 

A. Yes, t h a t ' s c o r r e c t . 

Q. And Rubicon, i n d i c a t i n g t h a t they support your 

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

A. Yes, t h a t ' s c o r r e c t . 

Q. I n your o p i n i o n , has Nadel and Gussman made a 
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good f a i t h e f f o r t 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 the 

i n t e r e s t owners i n t h i s well? 

A. Yes. 

Q. Would you i d e n t i f y E x h i b i t 4 and discuss the cost 

of t he proposed well? 

A. Okay, E x h i b i t 4 i s a copy of the AFE f o r the 

w e l l . The w e l l ' s proposed depth i s approximately 11,900 

f e e t . I t has an estimated dryhole cost of $652,919 and a 

completed w e l l cost of $370,995. 

Q. Or completion cost, r i g h t ? 

A. Completion cost, yes, s i r . 

Q. So a t o t a l of j u s t a l i t t l e over a m i l l i o n 

d o l l a r s ? 

A. Yeah, the t o t a l cost would be $1,023,914. 

Q. Now, i s t h i s cost i n l i n e w i t h the cost of other 

w e l l s d r i l l e d t o t h i s depth i n t h i s area of the st a t e ? 

A. Yes. 

Q. And does Nadel and Gussman request t h a t i t be 

designated operator of the well? 

A. Yes. 

Q. Do you have a recommendation, the amounts which 

Nadel and Gussman should be paid f o r s u p e r v i s i o n and 

a d m i n i s t r a t i v e expenses? 

A. Yes, s i r , we request t h a t $6500 a month be 

allowed f o r a d r i l l i n g w e l l and $650 a month be allowed f o r 
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a producing w e l l r a t e . 

Q. And are these amounts eq u i v a l e n t t o those 

normally charged by Nadel and Gussman and other operators 

i n t h i s area f o r w e l l s of t h i s depth? 

A. Yes, s i r . 

Q. Do you request t h a t t h i s r a t e be adju s t e d 

p e r i o d i c a l l y , as provided i n the COPAS accounting 

procedure? 

A. Yes. 

Q. And were a l l i n t e r e s t owners n o t i f i e d of t h i s 

hearing? 

A. Yes. 

Q. And i s E x h i b i t 5 my a f f i d a v i t of notic e ? 

A. Yes. 

Q. Were E x h i b i t s 1 through 5 prepared by you or 

under your s u p e r v i s i o n or compiled from company business 

records? 

A. Yes, s i r . 

Q. I n your o p i n i o n , i s the g r a n t i n g of t h i s 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

pr e v e n t i o n of waste? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of Nadel and Gussman E x h i b i t s 1 through 5. 

EXAMINER BROOKS: One through 5 are admitted. 

STEVEN T. BRENNER, CCR 
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MR. BRUCE: And I pass the witness. I don't 

b e l i e v e I have any questions on t h i s A p p l i c a t i o n , I b e l i e v e 

you covered e v e r y t h i n g I normally ask. Mr. Catanach? 

EXAMINER CATANACH: I j u s t have one. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Has the w e l l l o c a t i o n been approved by the BLM, 

Mr. J o l l i f f e ? 

A. No, i t has not y e t . 

Q. So t h a t ' s a t e n t a t i v e l o c a t i o n , t h a t ' s not — 

A. That's r i g h t , i t ' s been staked but i t ' s not been 

p e r m i t t e d y e t , t h a t ' s c o r r e c t . 

EXAMINER CATANACH: Okay. 

EXAMINER BROOKS: Anything f u r t h e r ? 

MR. BRUCE: Nothing f u r t h e r w i t h t h i s w itness, 

Mr. Examiner. 

EXAMINER BROOKS: The witness may stand down. 

C a l l your next witness. 

MR. BRUCE: C a l l Mr. Logan t o the stand. 

KEITH LOGAN. 

the witness 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 oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name and c i t y of 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

10 

residence f o r the record? 

A. K e i t h Logan, I l i v e i n Midland, Texas. 

Q. Who do you work f o r ? 

A. I work f o r Nadel and Gussman Permian. 

Q. What's your j o b w i t h Nadel and Gussman? 

A. I'm an e x p l o r a t i o n g e o l o g i s t . 

Q. Have you p r e v i o u s l y t e s t i f i e d before the 

Di v i s i o n ? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert g e o l o g i s t 

accepted as a matter of record? 

A. Yes, they were. 

Q. Does your area of r e s p o n s i b i l i t y a t Nadel and 

Gussman inc l u d e southeast New Mexico? 

A. Yes, i t does. 

Q. And are you f a m i l i a r w i t h the geology i n v o l v e d i n 

t h i s l o c a t i o n ? 

A. I've worked t h i s area f o r several years, yes. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Logan as 

an expert petroleum g e o l o g i s t . 

EXAMINER BROOKS: So q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Logan, could you i d e n t i f y 

E x h i b i t 6, the production p l a t , and discuss p r o d u c t i o n i n 

t h i s area? 

A. Okay, what I'm showing here i s r e a l l y j u s t t he 

STEVEN T. BRENNER, CCR 
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deeper w e l l s t h a t penetrated the Morrow f o r m a t i o n i n the 

area. There i s some shallower Delaware p r o d u c t i o n i n t h i s 

area. But as you can see, the red c i r c l e s s i g n i f y Morrow 

p r o d u c t i o n , green i s Atoka, and then blue i s t h e Strawn 

p r o d u c t i o n , a l l gas-producing formations i n t h i s area. 

Our primary o b j e c t i v e here i s the Morrow 

fo r m a t i o n , w i t h secondary o b j e c t i v e of course being the 

Atoka and the Strawn. 

What I've included on t h i s p r o d u c t i o n map i s — 

the t op number i s the c u r r e n t producing r a t e i n MCF per 

day. The lower number i s the cumulative p r o d u c t i o n i n BCF. 

So as you can see, t o the west you've got some — 

i n the west h a l f of Section 28 you've got a w e l l t h a t made 

3.9 BCF, and then the one west of t h e r e made 1.5 BCF. But 

th e r e i s also i n the southeast q u a r t e r of Section 28 a w e l l 

t h a t was d r i l l e d by KCS Medallion back i n 1999 t h a t was 

e s s e n t i a l l y dry i n the Morrow. I t was u l t i m a t e l y completed 

i n the Delaware. 

Q. That's the black dot on the map? 

A. That i s the black dot. And then t o the east, i n 

the west h a l f of Section 27 you've got another w e l l t h a t 

penetrated the Morrow but produced only out of the Atoka. 

Q. And w e ' l l get t o t h i s more i n a minute. When you 

say the Morrow, i s there any s p e c i f i c zone i n the Morrow 

t h a t ' s the primary o b j e c t i v e ? 

STEVEN T. BRENNER, CCR 
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A. Well, we're — I might want t o address t h a t when 

we get t o — we're l o o k i n g f o r both middle and lower Morrow 

here. 

Q. Okay. 

A. What we're hoping i s , we're going t o be i n a 

f a v o r a b l e s t r u c t u r a l p o s i t i o n t o f i n d t he lower Morrow. 

Q. Well, l e t ' s move on t o your s t r u c t u r e map. Can 

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

A. The next e x h i b i t , or E x h i b i t 7, i s a s t r u c t u r e 

map, top of the lower Morrow. And as you can see coming 

down through the northeast quarter of Section 21, I'm 

showing a k i n d of a nose going down through t h e r e . I f you 

get o f f of t h i s s t r u c t u r a l nose, the lower Morrow i s west. 

So what we're hoping i s t o be i n a p o s i t i o n where both the 

lower Morrow and the middle Morrow have a chance t o 

produce. You know, you've got the w e l l t o the east of you 

t h a t — i n Section 27, t h a t d i d n ' t produce out of the 

Morrow, but i t was low. I t was low, so even i f i t had 

found sands i n the lower Morrow, they would have been too 

low t o produce. 

Q. So s t r u c t u r e i s important i n the lower Morrow? 

A. I n the lower Morrow, yes. 

Q. But not i n the other Morrow zones? 

A. Well, the middle Morrow — I n f a c t , you can see 

o f f the west h a l f of Section 28, the o l d Mewbourne 

STEVEN T. BRENNER, CCR 
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Esperanza w e l l , you know, i n — I guess t h a t ' s l o c a t i o n 

L — i s f a i r l y low but made a p r e t t y good middle-Morrow 

producer. 

Q. Okay. Let's move on t o your c r o s s - s e c t i o n , 

E x h i b i t 8. Would you i d e n t i f y t h a t and t e l l t he Examiner 

what t h a t shows i n the Morrow? 

A. Well, what I'm r e a l l y wanting t o show here i s , 

t h i s i s more of a nomenclature than i t i s anything, when I 

get i n t o some of my isopachs — you know, t h i s c ross-

s e c t i o n i s going from — get i t out here — going from the 

west, west side of the prospect, i t goes s l i g h t l y n o r t h and 

then back again t o the east of the prospect l o c a t i o n i n 

Section — t o the w e l l i n Section 27. 

What I'm r e a l l y t r y i n g t o show here, l i k e I say, 

i s , i n the middle Morrow — My datum on t h i s c r o s s - s e c t i o n 

i s t he — what I mapped, t h a t lower — the lower Morrow 

p o i n t or middle Morrow shale or whatever you want t o c a l l 

i t , but i t ' s my s t r u c t u r a l p o i n t , i s the l i n e going across 

t h e r e . 

Above t h a t l i n e I've got a zone c o l o r e d blue, a 

zone col o r e d green. Those are what I c a l l t he middle 

Morrow blue and the middle Morrow green. Below t h a t l i n e 

I've got what's c a l l e d the lower Morrow y e l l o w , lower 

Morrow orange and the lower Morrow brown. 

I n t h i s prospect the o b j e c t i v e s r e a l l y , from what 
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I've seen, w i l l be the middle Morrow blue and green and the 

lower Morrow yellow and brown sand. And what we're hoping 

i s t h a t w e ' l l be high enough t o have p o t e n t i a l i n t h e lower 

Morrow sands, i f they're developed. 

Q. Do the c o l o r s on t h i s c r o s s - s e c t i o n — are they 

the same c o l o r s used on your next set of e x h i b i t s , t he 

isopachs? 

A. Yes, they are. 

Q. Okay, why don't we move on t o those? You've got 

a set of f o u r isopachs, Mr. Logan, 9 through 12. Why don't 

you j u s t b r i e f l y run through those and t e l l t he Examiner 

what you are hoping t o achieve w i t h t h i s w e l l . 

A. Well, the f i r s t isopach i s the middle Morrow blue 

sand. I t ' s a net isopach, p o r o s i t y g r e a t e r than a 

c r o s s p l o t of about 8 percent. As you can see, you've got 

p o t e n t i a l — you've got w e l l s t h a t produce out of the 

middle Morrow blue t o the northeast of you, t o the west of 

you. 

You do have a w e l l south and southeast of you 

t h a t d i d n ' t r e a l l y have any sand, any porous sand i n t h a t 

i n t e r v a l , but what we're hoping t o do i s f i n d t h a t sand. 

There's d e f i n i t e l y some r i s k because you do have a dry hole 

i n t he Morrow south of you and a dry hole t o the east of 

you, out of the Morrow formation. 

Q. Now, the f i r s t two maps, the blue and the green, 

STEVEN T. BRENNER, CCR 
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are the middle Morrow sands? 

A. Middle Morrow sands, yes. 

Q. Okay. And then what are the f i n a l two maps? Are 

those — 

A. The f i n a l two are ones we hope t o have an 

o p p o r t u n i t y t o f i n d i n a s t r u c t u r a l l y f a v o r a b l e p o s i t i o n . 

The lower Morrow yellow, which i s the f i r s t sand i n the 

lower Morrow, and then the next isopach i s the lower Morrow 

brown, which i s r e a l l y the lowest Morrow sand t h a t produces 

i n t he area. 

Q. Now, comparing t h i s map w i t h your p r o d u c t i o n — 

or any one of these maps w i t h your p r o d u c t i o n p l o t , t h i s 

w i l l be the f i f t h Morrow w e l l d r i l l e d i n t h i s s e c t i o n , 

c o r r e c t ? 

A. Yes. 

Q. To t e s t the Morrow? 

A. Yes. 

Q. And two of those w e l l s have been dry or 

noncommercial, have they not? 

A. Well, yes, the one i n the northwest q u a r t e r has 

been, I ' d say, noncommercial also. 

Q. Okay. I n your o p i n i o n , should the maximum c o s t -

plus-200-percent penalty be assessed against any 

nonconsenting i n t e r e s t owners? 

A. Yes, i t should. 
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Q. And were E x h i b i t s 6 through 12 prepared by you or 

under your supervision? 

A. They were prepared by me. 

Q. I n your o p i n i o n , i s the g r a n t i n g of t h i s 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

pr e v e n t i o n of waste? 

A. Yes, i t i s . 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of Nadel and Gussman E x h i b i t s 6 through 12. 

EXAMINER BROOKS: Six through 12 are admitted. 

MR. BRUCE: And I have nothing f u r t h e r of t h i s 

w itness. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. How d i d th e r e get t o be two Morrow w e l l s i n the 

southwest quarter? 

A. Well, the w e l l i n Location K was the o l d — w e l l , 

C i t i e s Service or OXY C o l l i e w e l l . I t was abandoned — I 

can't t e l l you e x a c t l y when i t was abandoned, but then the 

Mewbourne w e l l was d r i l l e d i n 1999. 

Q. So they're not both producing? 

A. No. No, they aren't. 

Q. But the one t o the more e a s t e r l y d i r e c t i o n looks 

l i k e by f a r the b e t t e r w e l l i n terms of what i t has 

produced. 
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A. Right. 

Q. I t ' s the one t h a t ' s abandoned? 

A. Yes. Yes, i t i s . 

Q. I always l i k e t o ask these s a r c a s t i c questions of 

g e o l o g i s t s , but you know, how do you know these zero 

contour l i n e s t h a t run l i k e so and l i k e so, w i t h the zero 

going r i g h t down the middle here? 

A. Well, you don't know t h a t . I mean, ther e ' s 

d e f i n i t e l y r i s k . 

And you know, i f you want t o t a l k about r i s k i n 

the Morrow, I have seen a w e l l w i t h a hundred f e e t of 

Morrow pay o f f s e t by a 40-acre o f f s e t w i t h zero pay. So — 

Q. Right. 

A. — you know, there's going t o be r i s k . What 

we're hoping i n t h i s area i s t h a t we're not l o o k i n g f o r 

j u s t one sand. 

Q. Do you have anything other than w e l l c o n t r o l t o 

a s s i s t your geology i n t h i s area? 

A. No. 

EXAMINER BROOKS: I guess t h a t ' s a l l . Mr. 

Catanach? 

EXAMINER CATANACH: Just a couple. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Logan, the w e l l i n the southeast q u a r t e r of 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

18 

t h a t s e c t i o n — 

A. Yes. 

Q. — you said — was i t i n the lower — i n the 

lower Morrow s e c t i o n i t was wet; i s t h a t your testimony? 

A. Yes, i t ' s too low t o produce out of the — 

Q. What happened t o t h a t i n the middle Morrow 

section? 

A. Well, you know, i t was d r i l l e d roughly the same 

time as the Mewbourne w e l l . And i t ' s on th e c r o s s - s e c t i o n , 

i t ' s t he KCS w e l l . I t ' s the next t o the l a s t on the r i g h t 

s i d e . 

Q. Uh-huh. 

A. What I understand happened — I d i d n ' t get a l l 

the data on t h a t w e l l , but the middle Morrow sand, what I 

colo r e d as pink, was p e r f o r a t e d . But they ran an RFT on 

t h a t and i t only had l i k e 1000 pounds. So i t was f a i r l y 

w e l l drawn down, so even though i t looked f a i r l y good they 

weren't able t o make a w e l l out of i t . 

Q. So they d i d n ' t t e s t any of the other — the blue 

or the green sands? 

A. No. My understanding i s , a l l they t e s t e d was 

t h a t p i n k i n t e r v a l . The blue and the green, those look 

r e a l l y — have such low p o r o s i t y , I can't imagine them 

doing much. 

EXAMINER CATANACH: Okay, t h a t ' s a l l I have. 
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MR. BRUCE: That's a l l I have i n t h i s matter, Mr. 

Examiner. 

EXAMINER BROOKS: Very good. Case Number 13,04 3 

w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

8:37 a.m.) 

* * * 
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