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. STATE OF NEW MEXICO o
'ENERGY AND MINERALS DEPARTMENT
© - OIL: CONSERVATION DIVISION
'STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO '
26 October 1983 .

'EXAMINER HEARING -

‘IN THE MATTFR OF:

Applicatxon of Chama Petroleum o -.CASE 
- Company for compulsory poollng,A © 7977
= Eddy County, New Mexlco. I ,

BEFORE:f'MiCHéél E.fStogner;-Examiner;
| TRANSCRIPT OF HEARING

"APPEARANCES -

'For the Oil Conservatlon

DlVlSlon-’

For the Applicant: ' - lwilllam F. Carr, Esq. : e
' T e o Co “CAMPBELL, BYRD,. & BLACK P Ad

-Jefferson Place .
f-;Santa Fe, New . Mexxco 87501
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MR, STOGNER. 7 We'll call next |

Case Number 7977'; whlch is the appllcant, Chana Petroleqme

.Company for compulsory pooling, Eddy County, Vew Mexico.,

“QMR;' CARR~:' Mey lt please the-

’Exeminer,. my name is Wllliam F. Carr Wlth the law flrm

éanpbell,  Byrd, and Black, P, A., of Santa Fe, appearlng on}

have one,u two witnesses who -

‘need to be -sworn.

:1MR;' STOGNER: - Are there any

"other appearances 1n this matter?

If 'not,;; will. the w1tnesses=ﬁ

'please stand and raise your right hand to be sworn at this;-m,'

' (Witnesses sworn.)

-MR}‘ CARR: - May it please the +

_ Examiner, as you w1ll note from the appllcation, there are a:”

"number of 1nterest owners who are belng pooled in this case.'.ﬂ

-we] have been adv1sed by Chadf

=Dickerson that Yates is acqu1ring all the lnterest set Aout'

the exhlbit to the appllcation w1th the »exceptlon 'of

b-reached verbal agreement the papers haVe not yet been» exe—”

chuted:. therefor we w111 go forward w1th the case as 1f we;'

25 f»“were“pooling all these 1nterests but as soon as we receive
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zseiiand the prOPosed well? L;y“k

" ,. 4 - "

‘.word from Yates that they have acqulred all these other in-
'fterests by farmout,, we w111 advise you and the applicationv

:;,w111 at that time no longer run to those 1nterest owners.

| QMR; STOGNER. - Thank you, Mr .

MARK NEARBURG,

‘ﬁ‘belng called asi'a w1tness and: being duly sworn. upohe{his"

oath, testlfied as follows, to~wit-

_ DIRECT EXAMINATION

BY MR. CARR: ..

Q. wWill you state your full name and " place

' fA‘,’7~'_ Mark Nearburg, Dallas. Texas..

".Q:.j- h' :.Mr;‘ Nearburg, _by_whom~ere'yoo{embloyéd

'l_f.h"f; o Chama Petroleum Company as a 1andman.;

':Q f::_f Have you prevxously teetlfled before thisf

F,Commission or one of its examlners and had your credentials”l‘

'as a petroleum landman accepted and made a matter of record?;

o

3{Q'ki'x5y ;;A" you famlllar with _the ’epolication'f

,filed in this case on behalf of Chama°

A ' Yes. P 1:.‘ 3? .

iéi Q:b Are you famillar with the subject acreage"
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_hgualificationS'adceptéhle?

fied.

A Yes.

MR. CARR:  Are the witness' |

'MR."STOGNER:"nHe“ie so éualie

ff Q‘jﬂ:v.' Mr.ANearburg, w111 you briefly state what o
vChama seeks with thls applicatlon? = :
A o L'A - Chama ~ Petroleum Company seeks an 'orderh‘,'

pooling- alll mineral ihterests in all,formations, fromg the

surfecej'to uthevbaée'of-the -Missisetppien 'unqgg;ying*fthe_:L

'1_north half of Section.a,A Township 19 South,.'ﬁenge ZGVEest;

tog be dedicated to’ a well to be drilled at a standard loca-7

-:tlon thereon.,p 3‘:.i

"fAhd also,_ we would llkeiﬁ t have]

considered the cost of drilling and completlng the well. al-*f'

costs and charges for supervisxon,l des1qnaticn of Chahe *as

-,the operator of the well- and a. charge for risk 1n drillin@@

JQA.;7t ‘ f Have you prepared certaln exhibits for~

- 1ntroduction 1n this case?

A ;];l3~ Yes, I have.

eQ_r‘ c'_ Would you please refer to what has~ béen}o

:marked for 1dentificat10n as Chama' Exhlbit Number One,,

ﬁlt shows?

“,9~7§§fﬁ{,: This 18 &, land map showing the proposedl

4acreage 1n the north half of Section 8 and ‘the- dry hole in

;;the northeast quarter northwest quarter of Sectlon 8. Ate
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the bottom of the map is a breakout of the indlvidual tracts

“in the north half of Section 8.

~’; Q‘li Would you go through the tracts ‘on the

‘bottom half of this exhibit: and oy number 1dent1fy thosee

:tracts whlch are voluntarily commltted at thls thE?

fA, A Yes. Tracts voluntarily commltted ere

the entlre northeast quarter northeast quarter, south ‘half "

:northeast quarter, Tract 726 Tract 728, and 741 Tract 730,‘

-Tract_733 and 34,.‘35, 36 and. 37 Tract 749 Tract 754, 755,;

756.

”Q o .,g" Would you identify the. tfaét ,thet=”is:

' owned by Mr. Letizio?

:A‘_?" Mr. Letizio owns'Tfact 729 and 746f a
'7Q_ :‘f'? e And the other tracts that you have not*

méée‘ reference to are those which we understand are',beingA.

’acquired by Yates pursuant to a farmout° _‘.

A S .‘ Ygs.
_y . Q : : ,W_hat_' ’a're. the np;.'j_ma_ry ob‘ject»iv.es' in thiS
well? . - ' | 3 |

A The objectives ;ln thls well aret thev

io;,fStrawn'formeticn, ClSCO Canyon, Vlctorio Peak, and the Yeso5

' Glorieta.

po D

fo) L efﬂ And the Vlctorlo Peak is also known: eet‘

' @f ‘ : ?;lW111 you now refer to Exhibit Number Two .|

and ident1fy thlS for Mr. Stogner7
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e;uA ~f1f?" Exhlblt Number Two is' a working 1nterestf

:, breakout on proraticn units ln the northeast quarter' north-
7”west quarter, whlch is a- 40-acre unlt-inorth half northwest '
,;quarterf »whlch is an 80~acre unlt,‘ the ncrthwest quarter, a3
‘beinq jv 160 -acre unlt; and thefncrth helf of sect;gn’-sh

._belng a 320~acre unit. .

l“:Q", o And what percentage of the acreaqe has'

‘voluntarilv commltted to the well?

A ~' -If Yatee Petroleum does - have " the
‘1nterests as referenced by Chad Dickerson,f ‘we wlll have all
of the interest except the 10 acres of Mr.' Letlzio.‘e‘

"fQ f? ‘ Will you' now . refer ‘to Exhlbit Number

'Three and revxew this for the Examiner?

A”»"' | Bxhlbit Number Three 15 an AFE for ':ee,~

entry of the Crusader Rabbit. It has a total estimated cpst,:

B of $236 772.

.Q‘f'fA~‘;; Are these costs in line with what has .

been charged by other operators in the area for sxmllar ef-,'

' fgpts?

‘jQ“f‘g . WouId‘yoﬁ ?leaeezsumharize _fhe” efferte"

:'yOu"have\mede to. obtain vdluntary jdihder;of all'the working .

; 1nterest owners: and mineral lnterest owners in the proposed'

spac1ng unlt?

'{§7 ?;f - As early as August of 1982 I began trying

7to 'obtian voluntary joinder of all the ’1nterests. in the~

north half of Section 8, and I am Stlll trylng to obtaln
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.operators in the area are cnarging?

»'voluntary JOlnder, and rather than go through everythlng

that s happened, I w111 refer the Commxssxon to Exhiblt
Number Four,_which is all the correspondence relatlng to
this.,_"

] Q "Inf your _oplnlon have you made gajléood

- faith effort to obtain voluntary 301nder from a11 _1nterest “

‘-owners ln the spac1ng un1t°

A yes.

) : ' Would you now identify Exhiblt Numberd |
.Eive‘fo?iﬁr. Stogner? | | “ » |
R A - Exhlbit Number Flve are letters to-vall
';the unleased mineral owners glVlng notlce of thls hearlng.ﬁ}“
K ,,QQ = Have you made .an estimate of overhead and}
’fadministrative costs whlle drllllng thls well and also whiled“
»producing thzs well, 1f it is, ‘in. fact, a successful effort?;

Y j;* o Yes..r s4soo a month drilling and $465 a-

_Q : ‘”" Are these costs 1n ‘line w1th what ‘other=

i

“K{;nf‘jl> Yes.

) o

}g.ftioag-f Do - you recommend that these fiqures be_“

i »’ili'.lncorporated 1nto any order which results from thls hearlng?'

oL o . f/
A~ V‘, o Yes.

e

-;Q'gfﬁf‘ Does Chama Petroledh Company seek tO‘ be”j“

i~designated operator of the well 1n queetlon°

r - N L oo /./'

-,d;_“ffﬁ,[@;ngggfbnéagaurgg'_;ﬁ?‘your opinion"Willj
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;grantlng this appllcatxon be 1n the best 1nterest of conser-:v"
1fvation, the prevention of waste, and the protection of cor- _; o

-re;ative ;1ghts?

X j: o Yes.

AAQ 'i;' Were Fxhiblts One through Five prepared

“.by you or complled under- your d].rec:t:Lon’>

”{a‘ 4‘e'-": ‘ 1:‘ MR. CARRo' At this time, Mr. =

Stogner, we would offer into evidence Chama Petroleum.f,

_ Company Exhlbits One through Flve.

MR. STOGNER'i Exhlblts One:_i”

u,through Flve w111 be admltted xnto ev1dence.

| jMR} CARR- That concludes our

‘examination of this witness.

“t‘Mg,ySTQCNERaojI have no -

t‘questiOhé»ofﬁthis»witness.f, ”hif“

o_Are'there any questions Gf Mr.

: C : ~ MR;.CARR§¥ Kﬁgthis timé'ﬁ'woula_»,.'
call touts mazguito. - < L0 Wl o

l

LOUIS MAZZULLO,

’ be1ng called as a w1tness and being duly -swotn' upon_fhis

F‘oath, testifled}esafollows)_to-th:e,'
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"*.DIRECTIBXAQINATION o “'ef.. e

BY MR. CARR:

qQ Will you'state yoer7fﬁll name-andffpléce

of>feslﬁetcé?;-,'

A My namevisALouislMazzullo;' 1 live in’

“Midland,'Texes.A,

Q0 Mr. Mazzullo, by whom are you employed?

1A' 'i ‘ S I'm EX petroleum geologlcal consultant

: under retalner to Chama Petroleum Company,r.'

'jQ‘7f" Have you prev1ously testlfled before thls

‘Comm1551on or one of its examlners and had your 'credentials

A7 raia.

as - a petroleum geologlst accepted and made a matter of rééx

Q@  Are you femiiia: with the application of

' Chama in this case?

A . ram |

l;é.;-:; ; _And’the.SubjeCtvlands?_.

l:A ‘ e :,ﬁt-hdh,vyes.~
| 4l‘  _“' | . MR, .CARR;V'ZAre‘ the 'withess-
qﬁélificetions:accepteblé?_ | | o
| B . 'MR; smOcmEa»’ They are.~f

Q l  'f- Mr. Mazzullo, have - you adV1sed Chaéa con—

cernlng the reeentry of the subject well?. '
' a 1 have. fﬁ;_
_;?i;ijft And worklng w1th étaha have you evaluated

the varlous zones of interest 1n the well?

L

.\3 '

PR
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‘fﬁat %f7: I evaluated a11 of them;:
'EQ‘ gfﬁv' | Would you brlefly summarlze your evalua~a’
.iitlonvof the strawn prospect 1n this well? '.} | " . . |
| "7af_g-h. ~ The Strawn prospect 1n this well is of an

= low;3éner§y,» llmited sandstone type reservolr, which.

'»ireooqnized} generally recognlzed by operators as being a

Although‘othe log. éalculations-that5'wéréFf

I run on- these zZones 1ndicated the pOSSlbllity of hydrocarbon'

10» .bearlng sands,: there s only a total net footage of 31x feet-.

q'of porosity in the entire Strawn zone, -

Thé vnearest productlon in the Strawn fié :

WM2-1/2 mlles to the west in one we11: Wthh has produced onlyh g

in' excess--a llttle b1t more 1n excess of 18 mllllon cublc-

B Q - ﬂave you also evaluated the Canyon?

‘AL v'. 1 have.f The Canyon zone is a potentiallygf'

‘Rabblt was originally drllled, 7é9en:thop§hhitnhas'gobdflégf.
calculated favorabllities.,‘~ ' ' o

The drawbacks to the Canyon is that there“"

‘are. fractured dolomltes thh a good chance of vertlcal waterx'

,communxcatlon between zones and there are also up~dlp water

shows 1n the Morrison Well to the northwest.

zthh nearest productlon in the Canyon,'

‘_from the Canyon, or what«we refer to as the Cisco Canyon fors

'clarlty, is three mlles to the west in one well in Section
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ll of 19,A‘25-h: Bettet production is found six- miles to theiw
west in the Dagger Draw North Fleld.‘,.xitﬁu‘ | | i( .
JQ ':l'i What does your evaluatlon of the VlCtOIlOI‘
Peak)'orinbo, formation show? v' ‘ :
| .“:n'? ';.i The Victorlo Peak, commonly referred tol
as Abo 1n the area, is another potentially good dolomite re-f
serv01r zone.:; The nearest production from the Abo, or Vic-
torio Peak,‘ is. two and a half miles to the northeast in the'"
Dayton Fleld. » h - N :
| LThe potential in the Crusaderv Rabbit,
howeVe},l is from an.untested ‘zone that 15 stratigraphicallyv
lower than production in the Dayton Abo Field."

'v Q ,3ff ‘,' And what ~does.. your evaluatlonle §n¢§3,(
concernlng the Glotieto Yeso? , “ R
| ‘4517.1' .’lff_Thel Glorieta "Yeso" 1nter§a1 "iet~i
characterized ‘by low permeabllity, ‘sandy,; dolomlte reser-.
voirs. Log calculated hydrocarbon favorabilities indicate
that it would probably be wet, or they indicate that it si
water productive." .
The Glorieta Yeso in the area 'comnonly_
requiree .a lot of production stimulation before completionf
can be attempted and once completion is established the re-i
servoir yields are falrly low.;'
fQi o o Mr;ifl Mazzullo,;' do ?yaﬁ~ have ;f;}'
recommendatiOn o) make to’the Examiner concerning the riek-

penalty that should be assessed against any 1nterest owner<

who does not voluntarily partlcipate in the well?
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BY MR. STOGNER: -

f ’:13A' _
VAAf;_ ;; I do. “I wonld recommend to Chama to takej
»'the full rlsk penalty allowable. _} |
Qvﬁo» ;_ Do you believe there is ‘a chance for'va»

noncommerc1a1 well resultlng from thlS re-entry effort?

A ”°ef.- There is a Very high probability, as I ve;

Just indlcated,\ that the--that the well would not be com-_

];merc1ally productive.'u_. 5\,; l;_':g'L-» l T o

Q'f,“in. . Do you have anythlng further to add tov

'your“testimonj?

_A.;" o The only other comment that l would offerl

‘1s that Chama 1s taklng a. high risk 1n re-enterlng thls well'

ﬂwhich was previously abandoned and judged unfavorable.wi '

1mR,* CARR- - That concludes ‘my |

. CROSS EXAMINATION . = .

Q. el ' ,}Th formatlons you'Ve; mentloned this~4

mofning,,'were‘ they prev1ously tested in thls well when "it” f”

wee‘pneﬁiously'drllled?

A ~:- o No, none of the—-none of the zones that’.

21 fl I ve just mentioned were tested 1n this well.ef The well was.'

drilled -down to: the Morrow formatlon and thet,»wes~,the'
probably prlmary target. A |

ZQ‘ .*_!fff What is the standard proration unlt size'

. Tfor the Vlctorlo Peak and the Yeso 1n thls area’
25 |

iiﬁn,fdﬁﬁg‘: I don t know that offhand. Do you: know, g
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. MR. NEARBURG:  Shall'l answer? |
"ﬂ;*ﬁ#;fsidé&ER§; §ié$§éf:' o
MR, NﬁAéBQRG;_;40'éE}és.f_

’ | "ﬁmg;'$¢ééNER;*:i“HAVE?nojfurtﬁer
Qdéspidnsfdf'this.wifnéééfaﬁgthié:tjmé.;i;f . ;: |
: | R Aj'5' Aféi£hete anyffu;tnér'quéétions‘;:vh
of“this;withéés? !if;noﬁ;_ﬁé’méjibéféxéused,f’:  !” _ , 
| - | :;’ﬁiiﬁﬁ;_ CARR: vNothinghfﬁftﬁe:iin:
this cégé,iMfQ_Stogﬁéff. ". - - ,“; o
. AR R Mﬁ; 1Sf@GNER::Wéasé?ﬁumbé}>7977'

will be taken under ‘advisement.

'f_‘kHéating.66nc1uded.y :'
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"CERTIFICATE.

"1{ SALLY w. BOYD, . c's"R.,f PO’ HEREBY

_CERTIFY that ‘the foregoing Transcript of Hearlng before theu
;Oil Conservation DlVlSion was. reported by me, _that the said.
'ftranscrlpt is a full, true,i and correct record of, the"

'hearing, prepared by me to- the best of my abilitya.

fﬁ%ﬁﬁtA “'S(mxé (,f>éi,¢ :

g do hereby cerhfy that the foregolng is -
-a complete racors of the proceedings in
the Exariner huay ing of

B il ;:'lf:is_,e o, _72;723 .4 '
v}heurd by*we ¢n “_' ; 6{ : 19' <4 s - T

- Oll Conservcmon 'ivision :




