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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, March 20th, 1997, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

Porter H a l l , 2040 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 f o l l o w i n g proceedings were had a t 

10:02 a.m.: 

EXAMINER CATANACH: Okay, c a l l the hearing back 

t o order, and a t t h i s time w e ' l l c a l l Case 11,747. 

MR. CARROLL: A p p l i c a t i o n of Nearburg E x p l o r a t i o n 

Company, L.L.C, f o r compulsory p o o l i n g and an unorthodox 

gas w e l l l o c a t i o n , Lea County, New Mexico. 

EXAMINER CATANACH: Appearances i n t h i s case? 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n of 

the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , Santa Fe, 

New Mexico, appearing on behalf of Nearburg E x p l o r a t i o n 

Company, L.L.C. 

I have two witnesses t o be sworn. 

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

MR. KELLAHIN: Mr. Examiner, the record should 

r e f l e c t an e n t r y of appearance by James Bruce on behalf of 

New Tex — i t ' s s p e l l e d as two separate words — New Tex 

O i l Company. 

I'm aware of no other appearances. 

EXAMINER CATANACH: Okay, w i l l the witnesses 

please stand t o be sworn? 

(Thereupon, the witnesses were sworn.) 

MR. KELLAHIN: Mr. Examiner, my f i r s t witness i s 

a landman w i t h Nearburg. His name i s Duke Roush. 

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

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. KELLAHIN: 

Q. Mr. Roush, f o r the record, s i r , would you please 

s t a t e your name and occupation? 

A. Yes, my name i s Duke Roush, R-o-u-s-h. I'm an 

independent land consultant doing work f o r Nearburg 

E x p l o r a t i o n Company. 

Q. On p r i o r occasions, Mr. Roush, have you t e s t i f i e d 

before the D i v i s i o n and q u a l i f i e d as an expert i n matters 

of petroleum land management? 

A. Yes, I have. 

Q. Has i t been your task on behalf of Nearburg t o 

attempt t o consolidate on a vo l u n t a r y basis the various 

a p p r o p r i a t e i n t e r e s t owners f o r p a r t i c i p a t i o n i n a w e l l t o 

be d r i l l e d i n the west h a l f of Section 14, which we've 

c a l l e d the Aztec 14 Federal Com Number 1 wel l ? 

A. Yes. 

Q. I n a d d i t i o n , have you made a search f o r the 

o f f s e t operator i n the east h a l f of Section 14, t o whom 

n o t i c e i s e n t i t l e d t o be sent concerning the unorthodox gas 

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

A. Yes, I have. 

STEVEN T. BRENNER, CCR 
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MR. KELLAHIN: We tender Mr. Roush as an expert 

witness. 

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

Q. (By Mr. Kel l a h i n ) Mr. Roush, l e t ' s o r i e n t the 

Examiner, i f you w i l l , by s t a r t i n g w i t h E x h i b i t Number 1 

and have you i d e n t i f y and describe t h a t d i s p l a y . 

A. E x h i b i t Number 1 shows the — 

(Off the record) 

THE WITNESS: E x h i b i t Number 1 i s a l o c a t o r map 

showing the p r o r a t i o n u n i t i n yellow, the proposed 

l o c a t i o n , which i s 1980 from the n o r t h l i n e , 2180 from the 

west l i n e , and the acreage shaded i n orange show the fee 

acreage t h a t i s being encroached upon by the w e l l . 

Q. (By Mr. Ke l l a h i n ) The operator i n the east h a l f 

of Section 14 i s whom? 

A. New Tex. 

Q. Have you been i n contact w i t h New Tex and as a 

r e s u l t of those contacts obtained a w r i t t e n waiver as t o 

the unorthodox w e l l location? 

A. Yes, I have. 

Q. I n the west h a l f of the s e c t i o n , do you have a 

d i s p l a y t h a t shows how t h a t proposed spacing u n i t i s 

subdivided? 

A. Yes, I do. That would be E x h i b i t 2. 

Q. Let's t u r n t o E x h i b i t 2 and have you i d e n t i f y and 

STEVEN T. BRENNER, CCR 
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describe t h a t d i s p l a y . 

A. E x h i b i t 2 i s a breakdown from the t i t l e t h a t we 

had of t h i s area, showing depth l i m i t a t i o n s and the various 

owners i n each p a r t i c u l a r t r a c t , the t r a c t s being broken up 

i n t o the northwest quarter, the n o r t h h a l f of the southwest 

and the south h a l f of the southwest. 

Q. The percentages shown here are the percentages 

not p r o p o r t i o n a t e l y reduced t o the spacing u n i t , but the 

percentage as represented i n each of the t h r e e t r a c t s t o be 

contained w i t h i n the spacing u n i t ? 

A. That's c o r r e c t . 

Q. Let's t u r n t o E x h i b i t Number 3 and see what 

happens t o the percentages when they're p r o p o r t i o n a t e l y 

reduced t o the west-half spacing u n i t . 

A. E x h i b i t 3 shows the same owners as o u t l i n e d i n 

E x h i b i t 2 t h a t we've pror a t i o n e d them t o the p r o r a t i o n 

u n i t . As you can see, Nearburg has approximately 8 0.2135 

percent, P h i l l i p s Petroleum Company has 12.172 percent, New 

Tex O i l Company has 6.438 percent, and a gentleman by the 

name of Michael J. Pa t i n has 1.176. 

Q. The p r a c t i c e of Nearburg E x p l o r a t i o n Company i s 

t o a l l o w i t s operating company t o be the operator under 

f o r c e p o o l i n g orders issued by the D i v i s i o n ; i s t h a t not 

true? 

A. That's c o r r e c t . 

STEVEN T. BRENNER, CCR 
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Q. I s t h a t your request i n t h i s case as w e l l ? 

A. Yes, i t i s . 

Q. The p a r t i e s l i s t e d here, l e t ' s have a quick 

summary of the s t a t u s as we have i t t h i s morning of your 

e f f o r t s t o reach a v o l u n t a r y agreement w i t h P h i l l i p s , New 

Tex and P a t i n . 

A. Mr. P a t i n has signed an AFE and JOA. 

New Tex O i l Company has agreed t o a farmout. 

We're i n the process of f i n a l i z i n g t h a t agreement as we 

speak. A formal f i n a l c o n t r a c t should go out e a r l y next 

week. 

P h i l l i p s , we have a c t u a l l y gone t o t h e i r o f f i c e s , 

i n a d d i t i o n t o phone c a l l s and n o t i c e s , and shown them t h i s 

prospect i n d e t a i l , and we have yet t o receive an e l e c t i o n . 

Q. At t h i s p o i n t , then, you have a l l the necessary 

commitments i n w r i t i n g , p r o p e r l y executed from Mr. P a t i n t o 

a l l o w him t o be dismissed from being subject t o the p o o l i n g 

order? 

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

Q. The other two e n t i t i e s , New Tex has not f u l l y 

executed a l l the appropriate documents, and so i t would be 

premature t o release them from a p o o l i n g order when one i s 

issued? 

A. That's c o r r e c t . 

Q. And when a l l the paperwork i s i n place, i f i t ' s 

STEVEN T. BRENNER, CCR 
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appropriate, then, ve will release tk im the pooling 
order? 

A. That's correct. 

Q. Okay. Let's turn t o the formal presentation of 

the proposal — I'm sorry, I'm one e x h i b i t ahead. 

I f y o u ' l l turn to Exhibit 4, l e t ' s t a l k about the 

waiver of the location. I d e n t i f y and describe what we're 

seeing here. 

A. This was a l e t t e r we sent February 27th to New 

Tex, which i s the operator of the production i n the east 

h a l f , asking that they waive any objection t o t h i s 

unorthodox location. And as you can see, on 3-18, Hal 

Brunson, who i s the president of New Tex, has executed t h i s 

agreement. 

Q. For the benefit of the Examiner, Nearburg has had 

d i f f i c u l t y with the unorthodox location insofar as 

s a t i s f y i n g the requirements of the Bureau of Land 

Management, and as a r e s u l t you've had to move the location 

three times? 

A. That's correct. 

Q. The waiver represents the present requested 

location, and so t h i s i s the appropriate waiver as to the 

current location? 

A. That i s correct. 

Q. A l l r i g h t . Let's s t a r t with the chronology of 

STEVEN T. BRENNER, CCR 
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formal proposals. I f you'll start with Exhibit 5, identify 

and describe what E x h i b i t 5 i s . 

A. E x h i b i t 5 was our i n i t i a l proposal t o t h e 

pa r t n e r s . I t was proposed a t a l o c a t i o n of 1650 n o r t h and 

1650 from the west l i n e . 

When we went out t o stake the l o c a t i o n , we had a 

c o n f l i c t w i t h an archaeology s i t e . The BLM then requested 

t h a t we move the l o c a t i o n t o 1980 from the n o r t h l i n e , 1980 

from the west l i n e . 

On February 3rd, 1997, on E x h i b i t 6, we 

reproposed the w e l l , changing only the l o c a t i o n on the AFE, 

and once again went out t o stake i t , and again ran i n t o a 

c o n f l i c t w i t h an archaeology s i t e . 

The BLM then requested t h a t we move the l o c a t i o n 

t o i t s present l o c a t i o n , which i s 1980 from the n o r t h , 2180 

from the west, and on February 7th, we reproposed the w e l l 

once again. 

Q. I n each instance, then, you have n o t i f i e d t he 

p a r t i e s t o be pooled of the change of w e l l l o c a t i o n , and 

t h a t ' s the only m o d i f i c a t i o n made when we look a t E x h i b i t s 

5, 6 and 7? 

A. That's c o r r e c t . 

Q. Let's look at the AFE attached. The AFE t h a t was 

submitted t o the proposed working i n t e r e s t owners i n the 

spacing u n i t was prepared by Nearburg Producing Company? 

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

Q. I n response to receiving the proposed estimate of 

wel l costs, have any of the parties involved objected to 

any of the well costs? 

A. No, s i r . 

Q. To the best of your knowledge and information and 

b e l i e f , are these t y p i c a l costs u t i l i z e d by your company 

and others f o r d r i l l i n g wells i n t h i s area to t h i s depth? 

A. Yes, i t i s . 

Q. Do you have a recommendation to the Examiner as 

to overhead rates to be applied i n the force pooling order, 

upon issuance of that order? 

A. Yes, I do. 

Q. Are the proposed operating charges on a monthly 

basis i d e n t i c a l t o the proposed operating charges on a 

monthly basis that you submitted to these i n t e r e s t owners 

i n the form of a j o i n t operating agreement? 

A. Yes, they are. 

Q. And what i s your requested rate, s i r ? 

A. D r i l l i n g well rate would be $6000 per month, 

producing well rates would be $600 per month. 

Q. I n response to the formal proposals, then, you 

have summarized f o r us the status of your e f f o r t s w i th Mr. 

Patin which have realized a w r i t t e n agreement, you've 

summarized the New Tex negotiations. 

STEVEN T. BRENNER, CCR 
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Do you have — Let me turn your a t t e n t i o n t o 

Exhibit 8 and have you summarize the status of your 

negotiations with P h i l l i p s . . 

A. Exhibit 8 i s j u s t a memo regarding the meeting we 

had with the P h i l l i p s personnel. I t was held on March 

24th, I believe. I believe t h i s memo was w r i t t e n the day 

af t e r . We l e f t them with copies of the cross-sections and 

the structure maps and three isopach maps which I think 

Jerry w i l l go over here shortly. 

Q. To the best of your knowledge, then, you have 

provided P h i l l i p s with your geologic conclusions, opinions 

and exhibits and given them an opportunity t o p a r t i c i p a t e , 

to farm out or to otherwise v o l u n t a r i l y commit t h e i r 

i n t e r e s t s t o the spacing unit? 

A. Yes, we have. 

Q. To the best of your knowledge, have you exhausted 

a l l reasonable e f f o r t s to accomplish t h i s on a voluntary 

basis? 

A. I believe we have, yes. 

Q. Is i t now necessary, i n order t o go forward with 

the consolidation of t h i s , t o have the P h i l l i p s i n t e r e s t s 

committed by r e s u l t of a compulsory pooling order? 

A. Yes, i t i s . 

Q. Let me ask you now to turn to Exhibit 9 and 

i d e n t i f y and describe for us Exhibit 9. 

STEVEN T. BRENNER, CCR 
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A. E x h i b i t 9 i s the APD we f i l e d w i t h the feds, 

s e t t i n g f o r t h our w e l l l o c a t i o n , depths, e t cetera. 

Q. And attached t o t h a t i s a copy of the C-102 which 

shows the t h i r d r e v ised l o c a t i o n and the f i n a l proposed 

l o c a t i o n ? 

A. That's c o r r e c t . 

Q. To the best of your knowledge, i s t h i s a l o c a t i o n 

t h a t now i s subject t o being approved by the Bureau of Land 

Management? 

A. Yes, i t i s . The l o c a t i o n i s a c t u a l l y the 

l o c a t i o n requested by the BLM. 

Q. A l l r i g h t . And t o the best of your knowledge, 

the r e i s — you believe t h a t the BLM w i l l approve the w e l l 

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

A. Yes, I do. 

Q. So i f the D i v i s i o n also approves the unorthodox 

l o c a t i o n , t o the best of your knowledge, we're not going t o 

have t o come back and ask them t o change t h e i r decision? 

A. I hope not. 

MR. KELLAHIN: Mr. Examiner, t h a t concludes my 

examination of Mr. Roush. 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 1 

through 9. 

EXAMINER CATANACH: E x h i b i t s 1 through 9 w i l l be 

admitted as evidence. 

STEVEN T. BRENNER, CCR 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Roush, how do you know t h a t they're going t o 

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

A. Well, we don't have a guarantee t h a t they w i l l 

approve i t , but t h i s l o c a t i o n i s a c t u a l l y the l o c a t i o n t h a t 

they selected. 

Q. Have you done an archaeological survey on t h i s 

t h i ng? 

A. Yes. 

Q. Okay. I s there other f a c t o r s besides topographic 

f a c t o r s t h a t caused you t o locat e the w e l l i n t h i s 

p a r t i c u l a r quarter section? 

A. I don't b e l i e v e so, no. 

Q. There's no geologic f a c t o r s involved? 

A. I ' l l l e t J e r r y address t h a t , but I don't t h i n k 

t h a t — The geology was not as c r i t i c a l i n t h i s s i t u a t i o n 

as i t i s i n others. 

Q. Okay. Do you t h i n k P h i l l i p s w i l l j o i n ? 

A. No. 

Q. You i n i t i a l l y proposed t h i s back t o them i n 

January? 

A. Yes, s i r . 

Q. Did you a c t u a l l y s t a r t t a l k i n g t o them a t t h a t 

time? 

STEVEN T. BRENNER, CCR 
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A. Yes, our general practice is to send out the 

proposal, l e t them have about a week t o t e n days, and then 

f o l l o w up w i t h phone c a l l s . 

They c a l l e d us s h o r t l y a f t e r the proposal. I 

spoke w i t h Georgia Fenton. We had lunch w i t h Georgia 

Fenton and we've shown t h i s t o Georgia Fenton, and so I 

t h i n k we've c l e a r l y exposed them as much as we could. I n 

f a c t , we gave them the geology p r i o r t o the hearing and a 

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

Q. You met w i t h t h i s lady — Do you remember the 

date? Was i t back i n January? 

A. I n January there were p r i m a r i l y phone c a l l s . We 

had lunch w i t h them sometime i n February, e a r l y February, 

and then we a c t u a l l y had a formal p r e s e n t a t i o n , I t h i n k , on 

the 24th of February. And i n t h a t p r e s e n t a t i o n they had a 

g e o l o g i s t present, and I d i d n ' t get her l a s t name. I can't 

remember i t now. 

Q. This i s p r i m a r i l y a Morrow t e s t ; i s t h a t r i g h t ? 

A. That's c o r r e c t . 

Q. Do you know i f New Tex — Do they operate a 

Morrow w e l l i n the east h a l f of t h i s section? 

A. I s t h a t a Morrow? 

MR. ELGER: Yes. 

THE WITNESS: I bel i e v e i t i s . I t ' s i n the Hat 

Mesa. 
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Q. (By Examiner Catanach) And as I understand i t , 

i s i t Nearburg Producing Company t h a t you wish named 

operator? 

A. Yes, i t i s . 

Q. Anybody express any concern on your overhead 

rates? 

A. No. 

Q. I'm so r r y , I d i d n ' t catch the name of the — The 

pre s i d e n t of New Tex i s who again? 

A. His name i s Hal Brunson. I t h i n k i t ' s 

B-r-u-n-s-o-n. 

EXAMINER CATANACH: Okay. I have nothing f u r t h e r 

of t h i s witness. You may be excused. 

MR. KELLAHIN: Mr. Examiner, my next witness i s 

J e r r y Elger. 

JERRY B. ELGER. 

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. KELLAHIN: 

Q. Mr. Elger, would you please s t a t e your name and 

occupation? 

A. J e r r y Elger, I'm a g e o l o g i s t f o r Nearburg 

Producing Company. 

Q. And where do you re s i d e , s i r ? 
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A. In Midland, Texas. 
Q. On p r i o r occasions, have you t e s t i f i e d before the 

D i v i s i o n and q u a l i f i e d as an expert g e o l o g i s t ? 

A. Yes, I have. 

Q. I s the work product t h a t we're about t o examine 

and the geologic conclusions yours? 

A. Yes, they are. 

Q. Let me d i r e c t your a t t e n t i o n t o E x h i b i t 10, and 

l e t ' s use t h i s as a l o c a t o r map f o r a minute. Mr. Roush 

t e s t i f i e d t h a t Nearburg had t o move the l o c a t i o n t h r e e 

times before we could f i n d a surface use p o s i t i o n i n a 

spacing u n i t t h a t was acceptable t o the BLM. What was your 

f i r s t l o c a t i o n ? 

A. I be l i e v e i t was 1650 from the n o r t h and west 

l i n e s . 

Q. You were t r y i n g t o d r i l l a standard l o c a t i o n i n 

the spacing u n i t ? 

A. That's c o r r e c t . 

Q. I s the proposed unorthodox l o c a t i o n t h a t ' s 

c u r r e n t l y requested s t i l l a s u i t a b l e l o c a t i o n f o r a w e l l 

d r i l l e d t o t e s t f o r the deep gas? 

A. Yes, i t i s . 

Q. Let's t a l k about E x h i b i t Number 10, and describe 

f o r me i f t h e r e i s a s t r u c t u r a l component t h a t 1 s of 

importance t o you i n t r y i n g t o loc a t e the w e l l i n the 
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spacing unit at i t s best possible location. 

A. This s t r u c t u r e map i s on the top of the lower 

Morrow, which i s a marker I ' l l i d e n t i f y on E x h i b i t Number 

11 when we cover i t . B a s i c a l l y what i t shows i s the 

a n t i c l i n e extending across i n t o Section 11, and the 

proposed d r i l l s i t e i n the u n i t spacing, which i s the green 

box, b a s i c a l l y a t — s l i g h t l y low t o the e x i s t i n g producing 

w e l l i n the east h a l f of Section 14. S t r u c t u r e r e a l l y i s 

unimportant here. 

Q. When we look a t the o f f s e t w e l l i n the east h a l f 

of 14 t h a t ' s operated by New Tex, t o the best of your 

knowledge, i t ' s productive from what formations? 

A. From the Morrow. 

Q. Do you know what the D i v i s i o n u t i l i z e s as the 

pool name f o r the Morrow production i n t h i s area? 

A. The f i e l d name? 

Q. Yes, s i r . 

A. I b e l i e v e i t ' s the Hat Mesa. 

Q. When we look a t E x h i b i t Number 10, i d e n t i f y and 

describe f o r us the i n f o r m a t i o n shown on t h a t d i s p l a y . 

A. Well, i n a d d i t i o n t o the Morrow s t r u c t u r e , t h i s 

map also combines as a production map, and as the legend 

i n d i c a t e s , each Morrow production i s i n d i c a t e d by the blue 

shading a t each wellbore. 

There are s i x producers i n the v i c i n i t y of the 
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proposed location, all of which are either current of 
former Morrow producers. There has been no other 

p r o d u c t i o n from the Pennsylvanian or Permian i n t h i s 

p a r t i c u l a r area t o date. 

The red numbers by each w e l l i n d i c a t e t h e 

cumulative production i n BCF, and t h a t i s f o l l o w e d by the 

cu r r e n t d a i l y r a t e based on the l a t e s t f i g u r e s released by 

the OCD f o r each w e l l as i t produces from the Morrow. 

Q. When you look a t the 320 gas pools below the top 

of the Wolfcamp, which of the pools, i n your o p i n i o n , gives 

you the g r e a t e s t p r o b a b i l i t y of being commercially 

p r o d u c t i v e i n the spacing u n i t ? 

A. By f a r i t ' s the Morrow. 

Q. I s there s t i l l a r i s k associated w i t h t h i s Morrow 

l o c a t i o n ? 

A. Yes, there i s . 

Q. Do you have a geologic opinion of a percentage of 

r i s k t o be associated w i t h the issuance of a compulsory 

p o o l i n g order? 

A. Yes, I do. 

Q. And what i s t h a t opinion? 

A. That would be 200 percent. 

Q. Let's look a t E x h i b i t Number 11, which i s your 

cr o s s - s e c t i o n . On t h a t d i s p l a y i s a l i n e of cr o s s - s e c t i o n , 

and i t ' s the same l i n e of cross-section we're seeing on 
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Exhibit 10? 

A. That's c o r r e c t . 

Q. Give us a second, l e t us u n f o l d E x h i b i t 11, and 

then we can t a l k about i t . 

Let's s t a r t o f f and i d e n t i f y the c o l o r code so we 

understand what your c o l o r code i s . 

A. Well, i n t h i s p a r t i c u l a r area i t ' s Nearburg's 

procedure t o — we have i d e n t i f i e d t hree separate packages 

of Morrow, and those are labeled on t h i s c r o s s - s e c t i o n . 

The top of the Morrow we c a l l the Morrow "A", the top of 

the main Morrow e l a s t i c s package we c a l l the Morrow "B", 

and the top of the lower Morrow, which i s a t the base of 

t h a t brown shale which i s shaded on the two end w e l l s , we 

c a l l the top of the Morrow "C". That's the marker we've 

u t i l i z e d i n E x h i b i t Number 10 t o con s t r u c t the s t r u c t u r e 

map. 

The c o l o r coding i s going t o be referenced t o 

th r e e a d d i t i o n a l e x h i b i t s t h a t w e ' l l discuss i n terms of 

the isopachs and production from two upper Morrow sands, 

one of which i s shaded green and one of which i s shaded 

pi n k , and then a main upper Morrow "B" package, which i s 

the main package t h a t ' s been shaded yellow on t h i s d i s p l a y . 

Q. We're going t o see three isopachs, then? 

A. That's c o r r e c t . 

Q. And there's going t o be an "A", an upper "A", a 
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lower "A", and then — 

A. — upper "B". 

Q. — t h i s upper "B". 

The top and the bottom of each of these isopached 

i n t e r v a l s correspond t o the c o l o r codes shown on the cross-

s e c t i o n f o r those i n t e r v a l s ? 

A. That's c o r r e c t . 

Q. Let's look a t the cross-section on the upper "A" 

sand, and show us your geologic conclusions about t h a t 

o p p o r t u n i t y . 

A. Well, the upper "A" i s producing from — and t h i s 

c r o s s - s e c t i o n includes both a n o r t h o f f s e t and an east 

o f f s e t t o the proposed d r i l l s i t e , and the w e l l s were 

i n i t i a l l y completed from p e r f o r a t i o n s t h a t are — have been 

shaded red i n the depth column on a l l three of these logs. 

Q. Do you have any w e l l c o n t r o l or w e l l data t o the 

west and south of your proposed l o c a t i o n ? 

A. Not a t t h i s time, no, we do not. 

Q. Would t h a t c o n s t i t u t e an element of the r i s k 

involved? 

A. Yes, i t would. 

Q. When we look a t the lower "A", show us what you 

see i n the w e l l s shown on the cross-section as t h a t 

o p p o r t u n i t y . 

A. Well, the lower "A" i s only present i n the w e l l 
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that is immediately to the east of the location. It's not 

present t o the north, and i t ' s not present i n the Section 

13 w e l l . 

So these sands — Our i n t e r p r e t a t i o n applies t o 

these sands based on the geometry of t h e i r occurrence 

across t h i s Hat Mesa structure, and there c e r t a i n l y i s a 

degree of r i s k associated with the i n t e r p r e t a t i o n of where 

these sands project. 

Q. The lower "A" sand i s even r i s k i e r than the upper 

"A" i n terms of being able to f i n d located on a w e l l log i n 

the immediate area? 

A. Yes. 

Q. Let's t a l k about the upper "B" sand. What's the 

opportunity there? 

A. The upper "B" sand i s — I would almost c l a s s i f y 

i t as the primary target for t h i s t e s t . I t ' s a series of 

sands; i t consists of a series of packages of sands. 

The well that's immediately to the west of our — 

east of our location, for example, subdivides i n t o three 

separate sand packages. 

The well to the north of us separates also i n t o 

three, but only two of them have been perforated. 

The well of the f a r east side of the cross-

section at A' has a nice sand package developed, but when 

you look back at the — refer back to the production 
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history of that well, that really has not been a very good 

w e l l . 

This w i l l be — the r i s k of t h i s package w i l l be 

ex e m p l i f i e d by the w e l l i n the southwest q u a r t e r of Section 

12, which has, when we get t o t h a t isopach map, has a very 

t h i c k sand package i n the upper B, but y e t was a very 

noneconomic w e l l . I n f a c t , i t was v i r t u a l l y a dry hole. 

So there's not necessarily a r e l a t i o n s h i p between sand 

thickness and p r o d u c t i v i t y from t h i s sand, so t h e r e again 

l i e s the r i s k . 

Q. Give us a generalized d e s c r i p t i o n of the Morrow 

system t h a t you're t a r g e t i n g here. 

A. Well, the two upper Morrow sands, the green and 

pink u n i t s , our i n t e r p r e t a t i o n i s t h a t these represent some 

s o r t of channelized deposit, they occur i n the w e l l s t o the 

n o r t h and p r o j e c t across t h i s p a r t i c u l a r area. 

The upper "B" sand packages, when we look a t t h a t 

isopach map, con s i s t s p r i m a r i l y of northeast-southwest 

o r i e n t e d sands, which we are i n t e r p r e t i n g as being 

offshore-bar-type deposits. 

Q. Let's t u r n t o the isopachs. Give us a moment t o 

f o l d up the cross-section, and then w e ' l l t u r n t o the next 

d i s p l a y s . 

A l l r i g h t , i f y o u ' l l t u r n t o E x h i b i t 12, I've 

marked the upper A gross sand isopach as E x h i b i t 12. Let 
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me have you identify and describe that display. 

A. E x h i b i t 12 i s the isopach map, and i t ' s a gross 

sand isopach map of t h i s upper A green-shaded sand on the 

cross - s e c t i o n . 

The blue shading by each of the t h r e e w e l l s on 

t h i s map i n d i c a t e s t h a t those w e l l s are p e r f o r a t e d i n t h i s 

upper sand package. Info r m a t i o n released by P h i l l i p s on a 

w e l l i n the n o r t h h a l f of Section 11 i n d i c a t e s t h a t t h e r e 

was a d r i l l stem t e s t run across one of these — t h i s 

p a r t i c u l a r sand, and the r e s u l t s of t h a t t e s t are posted on 

t h i s isopach map. 

The w e l l immediately n o r t h of the proposed 

l o c a t i o n , which i s included on the c r o s s - s e c t i o n , has 10 

f e e t of sand i n t h i s p a r t i c u l a r package. And the w e l l t o 

the immediate east of the proposed l o c a t i o n , i n the east 

h a l f of 14, has about 13 f e e t of sand i n t h i s package. 

We're p r o j e c t i n g t h a t a t the proposed l o c a t i o n we 

could encounter somewhere on the order of 10 f e e t of sand, 

probably l o o k i n g somewhat l i k e the P h i l l i p s w e l l t o the 

no r t h . 

The — One of the problems, you have a l i t t l e b i t 

of a problem i n determining which of these sands, e i t h e r 

the green, pink or yellow — What the reserves are from 

each one of these packages i s very d i f f i c u l t t o a s c e r t a i n , 

the f a c t t h a t i t was a common p r a c t i c e t o p e r f o r a t e a l l of 
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these sands simultaneously and produce them all together as 
one u n i t . So you can't necessarily break out how much 

reserves comes from t h i s sand or how much from the other 

sand. 

We can only work across other areas of the Hat 

Mesa structure and make judgments of wells th a t are 

producing only from individual packages. 

Q. Let's look at Exhibit 13 and have you i d e n t i f y 

and describe that display. 

A. Exhibit 13 i s an isopach of the lower "A" pink 

sand. And again, j u s t l i k e the upper "A" sand, i t appears 

to be a channelized deposit with a north-south o r i e n t a t i o n 

across t h i s prospect area. And again the wells i n blue are 

wells that have perforated t h i s p a r t i c u l a r sand package. 

The well i n — As I previously mentioned, the 

well t o the immediate north of the proposed d r i l l s i t e i n 

the south h a l f of 11, t h i s sand i s absent, and i t ' s also 

absent i n the north half of 13 and i n the west h a l f of 

Section 12. 

So t h i s i s a more speculative sand, whether i t 

w i l l encounter either a small portion or remnant or none at 

a l l of t h i s p a r t i c u l a r sand. The way I have i t — The map 

interpreted, we could encounter somewhere between 10 and 15 

feet, but again, that's speculative. 

Q. A l l r i g h t . And the f i n a l map i s Exhibit 14 of 
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the upper "B" gross sand. Let's have you identify and 

describe t h a t d i s p l a y . 

A. E x h i b i t 14 i s the sand t h a t again i s the 

c o n s o l i d a t i o n of t h i s package of upper "B" sands, and I've 

isopached those i n a gross isopach. 

Again, you see a sand t h i c k c o n s i s t e n t w i t h what 

we f e e l i s a marine bar, w i t h an o r i e n t a t i o n n o r t h e a s t -

southwest. The t h i c k e s t w e l l t h a t encountered t h i s 

p a r t i c u l a r package i s the w e l l , again, i n the southwest 

q u a r t e r of Section 12, which was a very poor performing 

w e l l . 

The two red numbers you see by t h a t w e l l , the 16 

and 74, i n d i c a t e s the t o t a l net sand over the t o t a l gross 

sand, and I b e l i e v e I used an 8-percent p o r o s i t y c u t o f f t o 

give net values t o each one of these w e l l s i n t h i s 

p a r t i c u l a r sand. 

So you can see t h a t sand i s f a i r l y t h i c k , but i t 

only has b a s i c a l l y 16 f e e t of net pay, whereas the w e l l t o 

the n o r t h of us i n s e c t i o n 34 has 34 f e e t of pay, and the 

w e l l t o the east of us i n 14 has 32 f e e t of pay. 

The r i s k of t h i s sand i s t h a t there's not a l o t 

of consistency w i t h net f e e t of pay versus p r o d u c t i v i t y , 

and t h a t ' s borne out by the w e l l i n the n o r t h h a l f of 

Section 13. I t had what the l o g shows t o be 40 f e e t of 

pay, but y e t was a poor performer. 
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Q. And in all three maps we have an absence of well 

c o n t r o l t o the west and t o the south? 

A. That's c o r r e c t . 

Q. And when you package a l l three t o g e t h e r , then i t 

appears t h a t you need t o be i n the northern p o r t i o n of the 

spacing u n i t , and t o h i t a l l three a t a b e t t e r t a r g e t you 

need t o be i n the eastern p o r t i o n of the n o r t h e r n h a l f ? 

A. That's c o r r e c t . 

Q. I s the proposed unorthodox l o c a t i o n a 

g e o l o g i c a l l y acceptable l o c a t i o n i n view of the surface 

l i m i t a t i o n s involved? 

A. Yes, i t i s . 

Q. Do you recommend approval of the w e l l a t t h i s 

l o c a t i o n ? 

A. Yes, I do. 

MR. KELLAHIN: That concludes my examination of 

Mr. Elger. We move the i n t r o d u c t i o n of h i s E x h i b i t s 10 

through 14. 

EXAMINER CATANACH: E x h i b i t s 10 through 14 w i l l 

be admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Elger, you don't have a l o t of w e l l c o n t r o l 

t o the south and t o the west of t h a t l o c a t i o n ; i s t h a t 

c o r r e c t ? 
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A. Yes. I believe the closest control point is down 

i n Section 22, and t h a t ' s a w e l l t h a t was very r e c e n t l y 

d r i l l e d by Penwell, and I don't be l i e v e there's any data 

released yet on t h a t w e l l . 

Q. Does the w e l l c o n t r o l t h a t you p r e s e n t l y have 

i n d i c a t e t h a t t h a t — the upper "B" sand should be o r i e n t e d 

i n t h a t d i r e c t i o n ? 

A. Towards Section 22? 

Q. Well, from the southwest t o the northeast? 

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

Q. The main r i s k i n not d r i l l i n g i n the south h a l f 

of t h i s h a l f s e c t i o n i s the — i s i t your o p i n i o n the main 

r i s k i s t h a t i t ' s not h i t t i n g the upper "B" i n the t h i c k 

p o r t i o n ? 

A. That's c o r r e c t . 

Q. I guess there's also some r i s k i n v o l v e d i n not 

encountering the upper "A"? 

A. That's c o r r e c t , plus there's a r i s k — You know, 

none of these w e l l s t o date have produced any water. 

However, i f you go back t o E x h i b i t 10, the s t r u c t u r e map, 

you would be co n t i n u i n g t o move i n t o a downdip p o s i t i o n i n 

the southwest quarter versus the northwest. 

Q. Do you have any w e l l s t h a t are producing from 

about t h a t same s t r u c t u r a l p o s i t i o n , above t h a t ? 

A. Right now, a l l the w e l l s on t h i s map are above 
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this. 

I don't r e c a l l whether some of the w e l l s j u s t 

immediately o f f t o the northeast of t h i s map have 

encountered the sands t h i s low. There may be one i n 

Section 7 of the adjacent township and range. 

Q. How confident are you i n your i n t e r p r e t a t i o n , as 

f a r as i t goes, i n t o the south h a l f of t h i s h a l f section? 

A. Well, you're obviously moving more — I'm less 

c o n f i d e n t than I am of the northwest q u a r t e r , simply from 

the f a c t t h a t you're moving away from your w e l l c o n t r o l 

p o i n t w i t h your values i n t h a t w e l l i n the south h a l f of 

Section 11. 

Q. You've s t r i c t l y used w e l l c o n t r o l i n your 

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

A. Yes. 

EXAMINER CATANACH: Okay. I have not h i n g 

f u r t h e r . The witness may be excused. 

MR. KELLAHIN: That concludes our p r e s e n t a t i o n i n 

t h i s case, Mr. Examiner. 

EXAMINER CATANACH: Okay, there being n o t h i n g 

f u r t h e r i n t h i s case, Case 11,747 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

10:40 a.m.) 

* * * 
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