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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED 
BY THE OIL CONSERVATION DIVISION FOR 
THE PURPOSE OF CONSIDERING: 

APPLICATION OF CHESAPEAKE OPERATING, 
INC., FOR AN UNORTHODOX OIL WELL 
LOCATION, LEA COUNTY, NEW MEXICO 

CASE NO. 11,404 

ORIGINAL 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner R S C E / V E Q 

m v 3 7995 

October 19th, 1995 J O D 

Santa Fe, New Mexico °U Conser^tion Division 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, October 19th, 1995, a t the 

New Mexico Energy, Minerals and Natural Resources 

Department, Porter H a l l , 204 0 South Pacheco, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 

* * * 
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WHEREUPON, the following proceedings were had at 

8:36 a.m.: 

EXAMINER CATANACH: Okay, a t t h i s time I ' l l c a l l 

Case 11,404, which i s the A p p l i c a t i o n of Chesapeake 

Operating, I n c . , f o r an unorthodox o i l w e l l l o c a t i o n , Lea 

County, New Mexico. 

Are there appearances i n t h i s case? 

MR. BRUCE: Mr. Examiner, Jim Bruce from the 

Hinkle law f i r m i n Santa Fe, subbing f o r Mr. K e l l a h i n , 

r e p r e s e n t i n g the Applicant. 

I have two witnesses t o be sworn. 

EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

W i l l the two witnesses please stand t o be sworn 

i n a t t h i s time? 

(Thereupon, the witnesses were sworn.) 

MARK HAZLIP. 

the witness h e r e i n , a f t e r having been f i r s t d uly 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. W i l l you please s t a t e your name and c i t y of 

residence f o r the record? 

A. Mark Hazlip. I l i v e i n Oklahoma C i t y , Oklahoma. 

Q. What i s your occupation and who i s your employer? 

STEVEN T. BRENNER, CCR 
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A. Petroleum landman w i t h Chesapeake Operating. 

Q. Have you pr 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 

as a petroleum landman? 

A. No, I haven't. 

Q. Would you please o u t l i n e your educational 

employment background f o r the Examiner? 

A. I graduated from the U n i v e r s i t y of Texas w i t h a 

BA i n geology and a BBA i n petroleum land management and 

have worked as a landman f o r 11 years w i t h Tenneco, Arco, 

Devon and Chesapeake. 

Q. Does your area of r e s p o n s i b i l i t y i n c 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 land matters 

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

A. Yes, s i r . 

MR. BRUCE: Mr. Examiner, I would tender Mr. 

Hazlip as an expert petroleum landman. 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Hazlip, what does Chesapeake 

seek i n t h i s case? 

A. We seek an unorthodox l o c a t i o n f o r the Shaw 

2-15, t o be d r i l l e d 2100 f e e t from the n o r t h l i n e and 2310 

from the east l i n e of Section 15, Township 17 South, Range 

37 East, Lea County, New Mexico. 

STEVEN T. BRENNER, CCR 
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Q. Would you please i d e n t i f y E x h i b i t 1 f o r the 

Examiner? 

A. Yes, E x h i b i t 1 i s a land p l a t which shows the 80-

acre p r o r a t i o n u n i t f o r the proposed w e l l . I t shows where 

the l o c a t i o n would be. 

Q. What formation w i l l t h i s w e l l t e s t ? 

A. I t w i l l t e s t the Strawn formation. 

Q. Do any sp e c i a l pool r u l e s apply? 

A. Yes, the Humble City-Strawn Pool i s i n e f f e c t f o r 

t h i s proposed w e l l . 

I t c a l l s f o r 80-acre spacing and also c a l l s f o r a 

w e l l t o be located w i t h i n 150 f e e t of the center o f the 

qu a r t e r - q u a r t e r s e c t i o n . 

Q. As a r e s u l t , your l o c a t i o n i s f u r t h e r t o the west 

and south than allowed by the pool r u l e s ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. What i s the reason f o r the requested l o c a t i o n ? 

A. The reason f o r the l o c a t i o n change i s g e o l o g i c a l , 

and we brought our g e o l o g i s t t o discuss t h a t . 

Q. Who are the o f f s e t operators or lessees? 

A. E x h i b i t — Well, BTA i s t o the west of us, as you 

can see on the E x h i b i t 1. 

To the south i s — OXY USA owns the l a r g e s t 

i n t e r e s t by f a r , and we've got a l i s t which i s on E x h i b i t 

IA, which shows the remaining i n t e r e s t owners. 

STEVEN T. BRENNER, CCR 
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Q. Okay. Was w r i t t e n n o t i c e of t h i s A p p l i c a t i o n 

provided t o the i n t e r e s t owners l i s t e d on E x h i b i t IA? 

A. Yes, s i r . 

Q. And i s the c e r t i f i c a t e of m a i l i n g of Mr. K e l l a h i n 

submitted as E x h i b i t 2? 

A. Yes, s i r . 

Q. And t h i s contains the c e r t i f i e d r e t u r n r e c e i p t s 

of t he m a i l i n g t o these p a r t i e s ; i s t h a t c o r r e c t ? 

A. Yes, i t does. 

Q. I n your opinion, 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 

prev e n t i o n of waste? 

A. Yes, s i r . 

Q. And were E x h i b i t s 1, IA and 2 prepared by you or 

compiled from company records? 

A. Yes, they were. 

MR. BRUCE: Mr. Examiner, I would tender E x h i b i t s 

1, IA and 2 i n t o evidence. 

EXAMINER CATANACH: E x h i b i t s 1, IA and 2 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Hazlip, the BTA acreage t o the west, i s t h a t 

s o l e l y owned by BTA? 

A. Yes, s i r . 

STEVEN T. BRENNER, CCR 
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Q. Does t h a t acreage contain any producing w e l l s i n 

the Strawn formation? 

A. There was a w e l l t h a t ' s , I b e l i e v e , being 

completed r i g h t now, up i n the northwest corner, where you 

see the l o c a t i o n noted. 

Other than t h a t , I don't know of any Strawn w e l l s 

i n t h a t q uarter s e c t i o n . 

Q. I t looks l i k e i n t h a t south h a l f of Section 15 

there's t h r e e dry holes. Were those a l l Strawn t e s t s ? 

A. My g e o l o g i s t t e l l s me yes, they were. 

Q. Okay. That acreage i s owned — the m a j o r i t y i s 

owned by OXY? 

A. Yes, s i r . They have about 41-percent i n t e r e s t i n 

i t . 

Q. And the r e s t i s s p l i t among the various i n t e r e s t 

owners you have on E x h i b i t IA? 

A. Yes, s i r . 

Q. And a l l of these i n t e r e s t owners, plus BTA, were 

n o t i f i e d of t h i s A p p lication? 

A. Yes, s i r . 

Q. Have you received any k i n d of communication w i t h 

these i n t e r e s t owners? 

A. No, s i r . 

EXAMINER CATANACH: That's a l l I have of the 

witness. 

STEVEN T. BRENNER, CCR 
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ROBERT HEFNER. 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. My name i s Robert Hefner. 

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

A. I'm a ge o l o g i s t w i t h Chesapeake Operating. 

Q. Have you pr 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 

as a geol o g i s t ? 

A. No, I have not. 

Q. Would you o u t l i n e your educational and work 

background? 

A. Yes, I w i l l . I have a bachelor of science i n 

geology and have been employed i n the i n d u s t r y f o r 15 years 

i n t h a t capacity, working f o r various majors and 

independents, Amoco, GHK, Vestage, and now Chesapeake, and 

I'm responsible f o r Chesapeake's Permian Basin a c t i v i t y . 

Q. And are you f a m i l i a r w i t h the geology p e r t a i n i n g 

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

A. I am. 

Q. And have you prepared a couple of e x h i b i t s f o r 

submission today? 

A. I have. 

STEVEN T. BRENNER, CCR 
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MR. BRUCE: Mr. Examiner, I tender Mr. Hefner as 

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

EXAMINER CATANACH: Mr. Hefner i s so q u a l i f i e d . 

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

E x h i b i t 3 and discuss the Strawn geology i n t h i s area? 

A. Yes, E x h i b i t 3 i s a map of Section 15 showing a l l 

Strawn penetrations by the various operators. 

Underneath each of the w e l l symbols i s annotated 

a subsea depth f o r the top of the Strawn, and underneath 

t h a t number i s a thickness, a gross thickness, f o r the 

Strawn i n t e r v a l . 

The blue isopach t h a t 1 s e x h i b i t e d i n the 

northeast quarter i s a map of the thickness of Strawn 

p o r o s i t y , and i t shows three areas of maximum r e s e r v o i r 

growth i n the Strawn. 

The southwestern growth i s where the proposed 

l o c a t i o n i s , and t h a t l o c a t i o n has been chosen because the 

Harding w e l l , lease name Shaw, was a Strawn producer t h a t 

was produced u n t i l 1985 and produced a l i t t l e over 417,000 

b a r r e l s of crude o i l from the Strawn. 

There's some r i s k w i t h d e p l e t i o n by d r i l l i n g t h a t 

growth t h a t ' s j u s t t o the south of t h a t l o c a t i o n . 

And the mound growth i n the southeast q u a r t e r i s 

not as d e f i n i t i v e i n i n t e r p r e t a t i o n and would e n t a i l more 

r i s k i n d r i l l i n g t h a t one. 

STEVEN T. BRENNER, CCR 
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And so the reason we're here today f o r the 

unorthodox l o c a t i o n t o d r i l l the southwest mound growth. 

Q. So i n other words, you want t o stay away from the 

Harding O i l well? 

A. Yes, s i r . 

Q. And the southwest f e a t u r e i s the most d i s t i n c t ? 

A. I t i s . 

Q. Okay. What i s E x h i b i t 4? 

A. E x h i b i t 4 i s a s t r a t i g r a p h i c c r o s s - s e c t i o n t h a t 

i s drawn through the w e l l s t h a t are the c l o s e s t t o the 

proposed l o c a t i o n . 

I t also e x h i b i t s the r e l a t i o n s h i p between 

nonreservoir Strawn and r e s e r v o i r development i n the 

Strawn. I t goes from the n o r t h side, from nonreservoir 

Strawn i n the Humble C i t y State, over t o the Shaw w e l l , 

which produced from the Strawn and e x h i b i t s algal-mound 

growth, through the proposed l o c a t i o n , and then on t o the 

south where you're back out of r e s e r v o i r development i n the 

Strawn, back t o nonreservoir rock and the Shipp 1-15. 

Q. Are these mounds, a l g a l mounds, g e n e r a l l y l i m i t e d 

i n a r e a l extent? 

A. Very l i m i t e d , i n general, through the whole play. 

I n the Lovington area, the average f i e l d s i z e i s t h r e e 

w e l l s and u s u a l l y less than 160 acres. 

Q. Okay. Now, the Examiner asked a question about 

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 

11 

the BTA w e l l i n the northwest quarter, northwest q u a r t e r , 

of the s e c t i o n . I s t h a t c o r r e c t , t h a t i t i s now being 

completed i n the Strawn? 

A. Yes, t h a t ' s an a c t i v e d r i l l i n g l o c a t i o n . I'm not 

sure of the s t a t u s of t h a t l o c a t i o n . 

Q. Okay. And in your opinion, would that well, i f 

successful, be in a different porosity pod than your well? 

A. Yes, s i r , i t would. 

Q. I n your opinion, 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 

preventi o n of waste? 

A. I t i s . 

Q. And were E x h i b i t s 3 and 4 prepared by you or 

under your d i r e c t i o n ? 

A. They were. 

MR. BRUCE: Mr. Examiner, I would tender E x h i b i t s 

3 and 4 i n t o evidence. 

EXAMINER CATANACH: E x h i b i t s 3 and 4 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Hefner, what do you gain i n terms of d r i l l i n g 

your proposed location, as opposed to a standard location? 

A. We're wanting t o get away from the Harding Shaw 

because of r i s k of d e p l e t i o n , although the i n t e r p r e t a t i o n 

STEVEN T. BRENNER, CCR 
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in itself has some risk to it, but there's hope that we 

might be able t o get i n t o some v i r g i n r e s e r v o i r by d r i l l i n g 

t h a t growth t h a t ' s e x h i b i t e d on E x h i b i t 3 i n the southwest 

of the northeast quarter there. 

Q. According t o your i n t e r p r e t a t i o n , would your w e l l 

encounter a greater thickness i n t h a t r e s e r v o i r ? 

A. I t w i l l be — Our i n t e r p r e t a t i o n i s t h a t i t w i l l 

be t h i c k e r than what was seen i n the Shaw. 

The r e l a t i o n s h i p of the e f f e c t of p e r m e a b i l i t y i n 

these r e s e r v o i r s i s not f u l l y known. The Harding Shaw w e l l 

was completed i n the top 35 f e e t where i t had p o r o s i t y 

development, and the r e l a t i o n s h i p of t h a t throughout the 

e n t i r e thickness of t h i s mound i s unknown. 

Q. So the Shaw w e l l encountered about 3 5 f e e t of net 

pay; i s t h a t — 

A. Yes, s i r . 

Q. Okay. According t o your i n t e r p r e t a t i o n , y o u ' l l 

encounter greater than 80 f e e t of net pay a t your proposed 

w e l l l o c a t i o n ? 

A. Yes, s i r . 

Q. I f you were d r i l l i n g at a standard location 

within that quarter-quarter section, would that be reduced? 

A. I t would be reduced. And there's a p o s s i b i l i t y 

t h a t we might get i n t o n o n r e s e r v o i r - q u a l i t y rock. 

The Shaw Federal well that was d r i l l e d i n the 

STEVEN T. BRENNER, CCR 
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southeast of t h a t northeast quarter, y o u ' l l note i t s gross 

thickness of 199 f e e t , which i s a l o t t h i c k e r than some of 

the other nonreservoir Strawn thicknesses, and suggesting 

t h a t you had some mounding. But t h a t mounding t h e r e was 

i n e f f e c t i v e . And there's some r i s k t h a t we could get i n t o 

t h a t s i t u a t i o n again. 

Q. I s i t your opinion t h a t these three mounds are 

a l l i n communication? 

A. That's r e a l l y unknown. The d r i l l i n g of t h i s w e l l 

w i l l a f f o r d us f u r t h e r i n f o r m a t i o n t o make t h a t assessment. 

Q. I s i t your b e l i e f t h a t as you drop s o r t of 

o f f s t r u c t u r e t h e r e , you s t a r t t o lose p e r m e a b i l i t y and — 

A. Yeah, you do. 

Q. — r e s e r v o i r q u a l i t y ? 

A. Yes, s i r . 

Q. And what i n f o r m a t i o n d i d you use t o generate your 

isopach map? 

A. We have a 3-D seismic survey over t h i s area, and 

t h a t was u t i l i z e d i n developing t h i s i n t e r p r e t a t i o n . 

Q. I s t h a t Shaw w e l l s t i l l producing? 

A. No, i t was plugged i n 1985, i n June of 1985, or 

i t ' s been i n a c t i v e since June of 1985. I'm not sure of the 

a c t u a l p h y s i c a l s t a t e of t h a t wellbore. 

Q. Does your 3-D seismic give you p r e t t y good 

i n d i c a t i o n of the thickness of the r e s e r v o i r ? 

STEVEN T. BRENNER, CCR 
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A. I t ' s c a l i b r a t e d back t o w e l l c o n t r o l , and t h a t ' s 

our i n t e n t i n the i n t e r p r e t a t i o n . The p o r o s i t y development 

has a d d i t i o n a l r i s k t o i t s i n t e r p r e t a t i o n . 

EXAMINER CATANACH: I t h i n k t h a t ' s a l l t he 

questions I have, Mr. Bruce. 

MR. BRUCE: I have nothing f u r t h e r . 

EXAMINER CATANACH: This witness may be excused. 

And i f there's nothing f u r t h e r i n t h i s case, Case 

11,4 04 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

8:55 a.m.) 

* * * 

STEVEN T. BRENNER, CCR 
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