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

12:26 p.m.: 

EXAMINER STOGNER: At t h i s time I w i l l Case 

Number 11,750. 

MR. CARROLL: A p p l i c a t i o n of Chesapeake O i l 

Company f o r c r e a t i o n of a new o i l pool w i t h s p e c i a l r u l e s 

and a discovery o i l allowable, Lea County, New Mexico. 

EXAMINER STOGNER: C a l l f o r appearances. 

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 , appearing 

on behalf of the Applicant, and I have three witnes.ses t o 

be sworn. 

EXAMINER STOGNER: Any other appearances? 

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

t h i s time? 

(Thereupon, the witnesses were sworn.) 

MR. KELLAHIN: Mr. Stogner, by way of explanation 

I have chosen the procedure of asking f o r s p e c i a l r u l e s , 

pool c r e a t i o n and a discovery allowable i n t h i s Examiner 

case before you. 

I recognize t h a t o f t e n Mr. Sexton i n the D i s t r i c t 

may create the pool assignment discovery allowable and a t 

some p o i n t i n the process these t h i n g s merge together. But 

t h i s case i s being processed before you. 

I have communicated w i t h Mr. Sexton, I have two 

STEVEN T. BRENNER, CCR 
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l e t t e r s t o share w i t h you so t h a t you know the ex t e n t of my 

involvement w i t h Mr. Sexton. 

I n i t i a l l y , i n a March 10th, 1997, l e t t e r , he has 

f o r a d m i n i s t r a t i v e purposes placed t h i s Chambers 1 

discovery w e l l i n the Northeast Shoe Bar-Strawn Pool. I ' l l 

show you t h a t l a t e r . I n a d d i t i o n , he has advised me t h a t 

i n response t o my sp e c i a l request he w i l l t r e a t the 

Chambers 7 w e l l subject t o your d e c i s i o n i n t h i s Ccise as i f 

i t were 80-acre spacing w i t h a s p e c i a l depth bracket 

allowable of 445 b a r r e l s a day. 

So he's aware of t h i s case and has l e t us produce 

the w e l l pending your decision on how t o operate the pool. 

EXAMINER STOGNER: Thank you, Mr. K e l l a h i n . 

MR. KELLAHIN: My f i r s t witness i s Mike I s i c ] 

H a z l i p . Mr. Hazlip i s simply here t o i d e n t i f y the 

ownership p l a t i n the area so we can show our e f f o r t s t o 

send n o t i c e t o the other operators and a f f e c t e d owners 

around here, and very q u i c k l y , then, w e ' l l move through h i s 

testimony. 

MIKE HAZLIP. 

the witness h e r e i n , a f t e r having been f i r s t duly 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. Hazlip, f o r the record, s i r , would you please 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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s t a t e your name and occupation? 

A. Mike Hazlip, landman f o r the Permian Basin f o r 

Chesapeake. 

Q. As p a r t of your d u t i e s as a landman f o r 

Chesapeake, Mr. Hazlip, have you prepared a t a b u l a t i o n of 

ownership surrounding the discovery w e l l which i s depicted 

and i l l u s t r a t e d on Chesapeake E x h i b i t 1? 

A. Yes, s i r . 

Q. And t o the best of your knowledge i s t h a t an 

accurate r e p r e s e n t a t i o n of the operators and ownership i n 

the surrounding sections? 

A. Yes, s i r . 

MR. KELLAHIN: Mr. Examiner, you should f i n d — 

Somewhere i n the end of your e x h i b i t package th e r e should 

be an E x h i b i t 11. E x h i b i t 11 i s my c e r t i f i c a t e of n o t i c e 

about the pool c r e a t i o n . The t a b u l a t i o n of p a r t i e s t o 

n o t i f y was prepared w i t h Mr. Hazlip's assistance and 

d i r e c t i o n . 

As a r e s u l t of sending the n o t i f i c a t i o n s , Mr. 

Hazl i p , are you aware of any o b j e c t i o n from any of the 

p a r t i e s n o t i f i e d t o the formation of t h i s new Strawn pool? 

A. No, s i r . 

Q. Have you received any o b j e c t i o n t o the proposal 

f o r 80-acre spacing? 

A. No, s i r . 

STEVEN T. BRENNER, CCR 
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Q. And have you received any o b j e c t i o n t o the 

proposed depth bracket allowable of 445 b a r r e l s of o i l a 

day per spacing u n i t ? 

A. No, I have not. 

Q. None whatsoever? 

A. None. 

MR. KELLAHIN: A l l r i g h t . That concludes my 

examination of Mr. Hazlip, Mr. Examiner. 

We move the i n t r o d u c t i o n of E x h i b i t s 1 and 11. 

EXAMINER STOGNER: E x h i b i t s 1 and 11 w i l l be 

admitted i n t o evidence a t t h i s time. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Okay, l e t ' s see. The pool boundary i s at. — i t 

would stand — would be the south h a l f of the northeast 

q u a r t e r of Section 7; i s t h a t correct? 

A. Yes, s i r . 

Q. Are there any other w e l l s t h a t you're aware of 

t h a t are being d r i l l e d i n t o t h i s pool or would be subject 

t o the pool rules? 

A. Not c u r r e n t l y i n t h i s — i n these pool r u l e s . 

MR. KELLAHIN: You've — 

THE WITNESS: There may be another — we're 

d r i l l i n g a — we j u s t d r i l l e d a w e l l i n the n o r t h h a l f of 

the southwest quarter of Section 8 t h a t might f a l l i n t h i s 
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new pool. 

EXAMINER STOGNER: Okay, yeah. 

MR. KELLAHIN: I s t h a t shown by the open red dot? 

There's a gas w e l l — 

THE WITNESS: I t ' s an open black dot on mine. 

MR. KELLAHIN: A l l r i g h t , an open black c o t . 

There's a dryhole symbol below t h a t ; i s n ' t t h a t r i g h t , Mr. 

Hazlip? 

THE WITNESS: Yes, s i r . 

MR. KELLAHIN: Okay. 

Q. (By Examiner Stogner) As f a r as you're aware o f , 

t h i s w e l l may be subject t o some e x i s t i n g r u l e s or an 

e x i s t i n g p o o l ; i t ' s not a c t u a l l y i n — included i n a pool 

boundary, i s i t , a t t h i s time? 

A. No, s i r , not other than what Mr. K e l l a h i n has 

shown you t h a t we received from the OCD w h i l e we we^re — 

pending t h i s d e c i s i o n here. 

Q. Okay. 

A. I t was d r i l l e d on a w i l d c a t basis. 

EXAMINER STOGNER: I don't have any questions 

then. 

THE WITNESS: Okay. 

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

Robert Hefner. Mr. Hefner i s a petroleum g e o l o g i s t . 

We're going t o s t a r t w i t h E x h i b i t Number 2. Go 

STEVEN T. BRENNER, CCR 
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ahead and u n f o l d a copy of t h a t , Robert. We can s t a r t w i t h 

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

ROBERT A. HEFNER, IV, 

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. A l l r i g h t , are you a l l set? 

A. Yes, s i r . 

Q. For the record, s i r , would you please stcite your 

name and occupation? 

A. I'm Robert Hefner and I'm a g e o l o g i s t f o r 

Chesapeake f o r the Permian Basin. 

Q. And where do you reside, s i r ? 

A. I reside i n Oklahoma C i t y . 

Q. On p r i o r occasions have you t e s t i f i e d before the 

Di v i s i o n ? 

A. Yes, s i r , I have. 

Q. Concerning t h i s s p e c i f i c prospect i n e x p l o r i n g 

f o r Strawn o i l i n southeastern New Mexico, i s t h i s 

something t h a t occupies your a t t e n t i o n ? 

A. Yes, s i r , t h i s i s my p r o j e c t . 

Q. And t h i s discovery w e l l , the Chambers 7, was i n 

f a c t your p r o j e c t as a geologist? 

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

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

g e o l o g i s t . 

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

Q. (By Mr. K e l l a h i n ) Let's take a moment and have 

you i d e n t i f y and describe the i n f o r m a t i o n shown on E x h i b i t 

Number 2, Mr. Hefner. 

A. E x h i b i t Number 2 displays several t h i n g s . One, 

there's a production c o l o r code t o producing r e s e r v o i r s i n 

the area, the youngest being the yellow, represented by 

Abo; the orange t r i a n g l e s , Wolfcamp; the blue hexagons i s 

Strawn and the green squares i s Devonian. 

This map also shows where the Chambers we:ll has 

been d r i l l e d i n Section 7 and also shows some of the l o c a l 

f i e l d s t h a t — Strawn f i e l d s and t h e i r spacing. 

Q. This Examiner has been the examining o f f i c e r f o r 

discussions and hearings on the West Lovington-Strawn and 

w i t h the Gillespie-Crow u n i t . Approximately where i s t h a t 

i n r e l a t i o n t o your p r o j e c t ? 

A. I t ' s about a mile and a h a l f t o the northwest. 

Q. I t ' s where we see t h a t group of Strawn w e l l s i n 

blue i n Section 33, the lower p o r t i o n of 3 3? 

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

Q. When we look f o r the Big Dog-Strawn, where i s 

t h a t i n r e l a t i o n t o t h i s display? 

A. I t ' s f u r t h e r t o the west — 

STEVEN T. BRENNER, CCR 
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Q. A l l r i g h t . 

A. — of the West Lovington-Strawn Pool. 

Q. There are two designated pools by the D i v i s i o n i n 

t h i s general v i c i n i t y t o the Chambers discovery. Let's 

look a t 13, down i n Section 13 t o the southwest, the North 

Shoe Bar-Strawn. 

A. That i s a f i e l d t h a t i s c u r r e n t l y near d e p l e t i o n , 

and i t was — i t s pool r u l e s were based on 160-acre; 

spacing. 

Q. A l l r i g h t . Are you abs o l u t e l y convinced as a 

g e o l o g i s t t h a t your discovery i n the northeast of 7 i s 

independent from and a separate source of supply from the 

North Shoe Bar-Strawn? 

A. Yes, s i r , I am. 

Q. When we look a t the r e l a t i o n s h i p of the Chambers 

discovery t o the other c l o s e s t Strawn p r o d u c t i o n , the West 

Lovington-Strawn, are you convinced t h a t t here i s 

separation and i s o l a t i o n between t h a t r e s e r v o i r and. your 

pool? 

A. I am convinced of t h a t . 

Q. I n a general sense, describe f o r us why t h i s i s a 

separate Strawn pool. 

A. The Strawn r e s e r v o i r i t s e l f i s h i g h l y v a r i a b l e 

and discontinuous. We w i l l put testimony on l a t e r by our 

engineer t h a t when we d r i l l e d t h i s w e l l we found i t . t o be 

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 

12 

i n v i r g i n pressure c o n d i t i o n s , which c l e a r l y e s t a b l i s h e d 

t h a t i t ' s separate from the North Shoe Bar, since i t i s 

near d e p l e t i o n and i t was s u b s t a n t i a l l y higher pressures 

than what the cur r e n t West Lovington-Strawn i s seeing. 

Q. A l l r i g h t . I n a geologic sense, though, describe 

f o r us the d e p o s i t i o n , how — what's the t r a p p i n g mechanism 

i n these Strawn r e s e r v o i r s and how you go about e x p l o r i n g 

f o r them. 

A. The Strawn r e s e r v o i r i s an a l g a l mound t h a t has 

d i f f e r e n t growth phases t o i t . I t ' s very discontinuous and 

i r r e g u l a r i n i t s growth p a t t e r n s . Throughout the whole 

play i n the area, r a r e l y — The average area t h a t one of 

these mounds covers i s 80 acres. I t ' s unusual t o f i n d them 

i n any bigger accumulation than t h a t . 

And they grow — They grow up against r e g i o n a l , 

so the sides are very steep-dipping. And i t ' s c o n t r o l l e d 

s t r a t i g r a p h i c a l l y ; i t ' s not a s t r u c t u r a l play or s t r u c t u r a l 

prospect. I t ' s s t r a t i g r a p h i c . 

Q. What were the geologic t o o l s used f o r t h i s 

discovery? 

A. We are u t i l i z i n g 3-D seismic, because o f t e n the 

subsurface does not lead you t o p e r f e c t a prospect, and so 

you have t o u t i l i z e seismic t o i d e n t i f y these Strawn 

growths. 

Q. Let's t u r n t o E x h i b i t 3 and have you i d e n t i f y and 

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

A. E x h i b i t 3 — 

Q. Give me a chance t o u n f o l d . 

A. — i s a l a r g e r scale map zooming i n on where 

the — our discovery i s located. I t also e x h i b i t s — We 

use the same production code here, the Wolfcamp being the 

orange t r i a n g l e s and the Strawn being the blue hexagons. 

I t also d i s p l a y s a cross-section t h a t was put toge t h e r , and 

also the two-mile radius of any e x i s t i n g Strawn production. 

Q. Let's look a t the discover i n terms of 

conventional geology, independent of the seismic work, and 

have you show us the cross-section A-A', so we can get a 

sense of the s t r a t i g r a p h y and how t h i s separation occurs. 

A. Okay. 

Q. So i f y o u ' l l set aside t h a t d i s p l a y f o r c. moment, 

l e t ' s open the cross-section, 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 . I t 

di s p l a y s the h i g h l y v a r i a b l e nature of the Strawn r e s e r v o i r 

and how discontinuous i t i s . 

You can see t h a t over a t the North Shoe Eiar f i e l d 

there's a w e l l i n between our discovery w e l l and the 

producing w e l l i n Shoe Bar, known as the Gilmore wetll, 

which encountered some e a r l y Strawn mound growth, t h a t 

a c t u a l l y ended up being wet and non-productive. 

And then you go f u r t h e r t o the west, and you get 

STEVEN T. BRENNER, CCR 
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i n t o the Shoe Bar f i e l d , which shows t h a t the mound growth 

t h a t i s productive at t h a t l o c a t i o n i s of a younger growth 

phase. 

And then on the other extreme i s a w e l l t h a t was 

d r i l l e d by G i l l e s p i e i n 1996 t h a t has been put i n t o the 

West Lovington-Strawn f i e l d , and t h a t p a r t i c u l a r w e l l j u s t 

has a very small i n t e r v a l of upper Strawn mound growth, 

w i t h the Rouse w e l l , which was d r i l l e d i n between the 

Chambers and West Lovington. I t was a dry hole. 

And also i t shows you t h a t the s t r u c t u r a l 

a t t i t u d e of the top of the Strawn i s r e a l l y u n r e l a t e d t o 

where the r e s e r v o i r development i s and the d i f f e r e n t growth 

phases found i n t h i s r e s e r v o i r . 

Q. Have you reviewed the r u l e s f o r the West 

Lovington-Strawn Pool? 

A. Yes. Not i n great d e t a i l , j u s t only c a s u a l l y . 

Q. I t h i n k I've given you a copy of t h a t order. I t 

was Order Number R-9722. Are you f a m i l i a r w i t h t h a t 

order — 

A. Yes. 

Q. — and the f i n d i n g s concerning the necessity f o r 

having relaxed w e l l - l o c a t i o n setbacks? 

A. Yes, s i r , I'm aware of the 330 o f f s e t s because of 

the nature of the r e s e r v o i r . 

Q. And t h a t was done s p e c i f i c a l l y f o r West 

STEVEN T. BRENNER, CCR 
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Lovington-Strawn? 

A. Yes, s i r . 

Q. I s there any m a t e r i a l d i f f e r e n c e between West 

Lovington-Strawn and the Chambers discovery pool i n terms 

of needing the f l e x i b i l i t y of w e l l l o c a t i o n s ? 

A. No, there i s no d i f f e r e n c e , and t h a t f l e x i b i l i t y 

i s needed t o maximize recovery i n these r e s e r v o i r s . 

MR. KELLAHIN: Mr. Examiner, I show you f o r 

convenience a copy of Order R-9722. 

Q. (By Mr. Kel l a h i n ) Can you c h a r a c t e r i z e , 

g e n e r a l l y , what are the s i g n i f i c a n t d i f f e r e n c e s , i f any, 

between the Chambers Pool and the West Lovington-Strawn, or 

i s i t simply one of size? 

A. Well, r i g h t now w i t h our c u r r e n t understanding, 

i t ' s probably j u s t one of si z e . We don't know how b i g the 

proposed Chambers pool may end up being, although I t h i n k 

we now know what the l i m i t s of the West Lovington f i e l d i s , 

and t h a t appears t o be of a much bigger accumulation i n 

t o t a l a r e a l extent than what we have here. 

Q. Let's i n t e g r a t e the seismic i n f o r m a t i o n , and 

l e t ' s do t h a t by looking a t E x h i b i t 5. I f y o u ' l l t u r n t o 

t h a t s t r u c t u r e map, l e t ' s see what the s t r u c t u r e looks 

l i k e . 

A. E x h i b i t 5 i s a s t r u c t u r e map on top of the 

Strawn, which i s not necessarily r e l a t e d t o the top of 
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r e s e r v o i r - q u a l i t y rock, j u s t the top of the Strawn 

carbonate. I t was generated w i t h both subsurface c o n t r o l 

and 3-D seismic. 

Q. Well, l e t me understand and l a y the foundation 

f o r t h i s . Am I c o r r e c t i n understanding t h a t E x h i b i t 5 

only shows a t i n y p o r t i o n of the data t h a t you've 

i n t e g r a t e d from the 3-D seismic i n f o r m a t i o n , and t h a t 

i n f o r m a t i o n i s l i m i t e d and confined t o the northeast 

q u a r t e r of 7? 

A. Yes, s i r . I have o u t l i n e d i n the south h a l f of 

t h a t northeast quarter the i n t e r p r e t a t i o n of where t h a t 

seismic anomaly i s t h a t ' s r e l a t e d t o the r e s e r v o i r . 

Q. As a g e o l o g i s t , what do you see t o be the 

appr o p r i a t e i n i t i a l spacing f o r a pool l i k e t h i s ? 

A. The 80-acre spacing would be appropriate f o r 

t h i s . 

Q. Why does t h a t make sense? 

A. The o u t l i n e of t h i s anomaly f a l l s across those 

two 4 0-acre t r a c t s , and i t ' s approximating the 80-cicre 

designation t h a t we're requesting. 

Q. I s the c o n t i n u i t y of these mounds such t h a t a 

s i n g l e w e l l , even on 80 acres, would have s u f f i c i e n t 

r e s e r v o i r c h a r a c t e r i s t i c s t o allow t h a t w e l l the 

op p o r t u n i t y t o deplete the e n t i r e Strawn mound? 

A. Yes, s i r , i t does. We've found t h a t t h i s Strawn 
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mound has a high r e l a t i o n s h i p between both v e r t i c a l and 

h o r i z o n t a l p e r m e a b i l i t y t h a t would i n d i c a t e i t should be 

able t o do t h a t w i t h one w e l l . 

Q. Without g e t t i n g i n t o the engineering aspects of 

our p r e s e n t a t i o n , i n a geologic sense, i t ' s l o g i c a l t o you, 

then, t o have spacing greater than 4 0 acres? 

A. Yes, s i r , a b s o l u t e l y . 

Q. And there's no reason t o t r e a t t h i s pool 

d i f f e r e n t l y than what we see was done f o r West Lovington-

Strawn, i n terms of pool rules? 

A. No, s i r . And the 330 o f f s e t s would be r e q u i r e d 

t o i d e a l l y l o c a t e these w e l l s , as you can see, i t ' s t h i s 

w e l l l o c a t i o n i n r e l a t i o n t o those q u a r t e r - q u a r t e r 

o u t l i n e s . 

Q. A l l r i g h t , l e t ' s t a l k about the next w e l l t h a t ' s 

being d r i l l e d by Chesapeake. I t ' s over i n the northwest of 

the southwest of 8 — 

A. Yes, s i r . 

Q. — and i t ' s shown on t h i s e x h i b i t ? 

A. I t i s shown. 

Q. At t h i s p o i n t , t h a t ' s a w e l l t h a t has not. y e t 

been completed f o r production? 

A. No, s i r , i t has not. We have j u s t f i n i s h e d 

logging t h a t w e l l . 

Q. Again, the f l e x i b i l i t y of w e l l l o c a t i o n s i s 
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app r o p r i a t e and i s a u s e f u l way of executing the l o c a t i o n s 

you see based upon the 3-D seismic? 

A. Absolutely, t o locate the most e f f i c i e n t 

l o c a t i o n . 

Q. Give me an i n d i c a t i o n — We've seen a number of 

3-D presentations t h i s morning. Give me an i n d i c a t i o n of 

the c u r r e n t a b i l i t y of t h a t technology t o p r e c i s e l y l o c a t e 

the boundaries of the productive l i m i t s of the mound. 

A. The o u t l i n e t h a t you see on t h i s e x h i b i t i s from 

t h a t i n t e r p r e t a t i o n , although the t o o l does not all o w us, 

r e a l l y , t o go a l l the way down t o what we might c a l l the 

zero. 

Q. So what you're looking f o r i s t o get the p o i n t of 

gr e a t e s t thickness? 

A. Yes, s i r , i t i s , and t o maximize our p r o b a b i l i t y 

of having a successful w e l l . 

Q. And t h i s i n t e r p r e t a t i o n , then, should not be 

taken t o d e f i n i t i v e l y define the size or the shape of the 

mound i t s e l f a t t h i s point? 

A. No, i t ' s j u s t an i n d i c a t i o n of i t s o v e r a l l 

geometry. 

Q. Were you successful i n r e a l i z i n g a thickness t h a t 

you had f o r e c a s t on the 3-D work w i t h the discovery well? 

A. Yes, i t d i d f i t t h a t i n t e r p r e t a t i o n . 

Q. A l l r i g h t . The i n i t i a l , I t h i n k , spacing f o r the 
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w e l l was proposed t o be 80 acres, and i t was t o be the — 

i t was supposed t o be the south h a l f of the northecist of 7? 

A. Yes, s i r . 

MR. KELLAHIN: That concludes my examination of 

Mr. Hefner. 

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 2 

through 4. 

EXAMINER STOGNER: E x h i b i t s 2 through — What d i d 

you say, 4? 

MR. KELLAHIN: Four. 

EXAMINER STOGNER: — w i l l be admitted i n t o 

evidence. 

MR. KELLAHIN: Was i t 5? I'm so r r y , 5. I missed 

one. Two through 5. 

EXAMINER STOGNER: E x h i b i t s 2 through 5 w i l l be 

admitted i n t o evidence a t t h i s time. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. This looks l i k e i t w i l l be the only w e l l t h a t 

would even begin t o penetrate t h i s zone or t h i s p a r t i c u l a r 

r e s e r v o i r , or mound, I should say, at t h i s p o i n t ? 

A. Yes, s i r . 

Q. So t h i s would be a — What? A one-well pool? Or 

do you see i t extend anything beyond th a t ? 

A. There's a p o s s i b i l i t y t h a t i t could extend 
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towards our A l s t o n l o c a t i o n . We s t i l l don't know i f t h a t 

i s i n the same r e s e r v o i r or not a t t h i s p o i n t . 

Q. I t ' s been your observation w i t h t h i s p a r t i c u l a r 

a l g a l mound, i s i t age r e l a t i o n or d e p o s i t i o n r e l a t i o n w i t h 

the Shoe Bar down t o the south and up t o the n o r t h i n t h a t 

Lovington area, the West Lovington area? Are we l o o k i n g a t 

a l l one time i n which t h i s area was deposited? 

A. A l l the same time, but there's l a t e r a l v a r i a t i o n s 

of where these happen t o nucleate and grow, and t h a t would 

be — There's r e a l l y no r e l a t i o n between — i n a r e g i o n a l 

sense, t h a t y o u ' l l f i n d these n u c l e i a c t u a l l y grow;.ng. 

They're very l o c a l i z e d as f a r as t h e i r preference f o r where 

t o grow. And so you w i l l not f i n d r e s e r v o i r - q u a l i t y rock 

r e g i o n a l l y . I t ' s h i g h l y v a r i a b l e throughout t h a t time 

p e r i o d . 

Q. Does there appear t o be any er o s i o n a l evidence on 

those a l g a l mounds, or were they j u s t b u r i e d w i t h sediment 

f a l l i n g on top of them? 

A. I t appears t o have been a drowning t h a t stopped 

the growth, f a i r l y r a p i d , because you get the Penn shales 

t h a t cap these, and... 

EXAMINER STOGNER: No other questions. 

Mr. Kellahin? 

MR. KELLAHIN: Okay. At t h i s time, Mr. Examiner, 

we c a l l our r e s e r v o i r engineer, Mr. Ed Gallegos. 
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ED GALLEGOS, 

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. Gallegos, 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 Ed Gallegos. I'm a pro d u c t i o n 

r e s e r v o i r engineer f o r Chesapeake Operating i n Oklahoma 

C i t y . 

Q. And where do you reside, s i r ? 

A. Oklahoma C i t y . 

Q. On p r i o r occasions have you t e s t i f i e d before t h i s 

D i v i s i o n ? 

A. No, s i r , I have not. 

Q. Summarize your education f o r us. 

A. I have a bachelor of science i n mechaniccil 

engineering from the Colorado School of Mines. I n a d d i t i o n 

t o t h a t , I have a minor i n petroleum engineering. 

Q. I n what year? 

A. 1992. 

Q. 1992? Okay. 

Summarize your employment. 

A. I c u r r e n t l y have f i v e years' experience i n the 

i n d u s t r y , two and a h a l f of i t which were w i t h Kerr-McGee, 
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doing productions/operation engineering, the other two and 

a h a l f being w i t h Chesapeake, doing r e s e r v o i r and 

production engineering. 

Q. As p a r t of your engineering d u t i e s , have you 

stu d i e d the r e s e r v o i r data and done the engineering 

c a l c u l a t i o n s concerning the Chambers 17 discovery w e l l i n 

t h i s area? 

A. Yes, s i r , I have. 

Q. As p a r t of your pr e p a r a t i o n , have you also looked 

a t other Strawn production i n Township 16 South, 3 7 East, 

Lea County? 

A. Yes, s i r , I have. 

Q. And based upon t h a t study, do you now have 

engineering conclusions about the appropriate spacing and 

other r u l e s t o adopt f o r t h i s pool? 

A. Yes. 

MR. KELLAHIN: We tender Mr. Gallegos as an 

expert petroleum engineer. 

EXAMINER STOGNER: Mr. Gallegos i s so q u a l i f i e d . 

Q. (By Mr. Ke l l a h i n ) Let me have you t u r n t o 

E x h i b i t 6, and l e t ' s look a t the r e s e r v o i r data. Eiescribe 

your v o l u m e t r i c s , and then l e t me ask you some s p e c i f i c 

questions. Go ahead. 

A. Okay. The upper h a l f of E x h i b i t 6 summarizes 

d i a g n o s t i c pressure data t h a t has been obtained on the 
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Chambers 1-7, the f i r s t piece of evidence being the average 

r e s e r v o i r pressure taken from a d r i l l stem t e s t on November 

9th, 1996. 

Q. A l l r i g h t , t a k i n g t h a t pressure, the 4223 pounds, 

p . s . i . — 

A. Yes. 

Q. — i s t h a t an i n d i c a t i o n t o you as an engineer 

t h a t t h i s i s a t e s t out of a p a r t i a l l y depleted Strawn 

mound, or i s t h i s a new w e l l i n a new pool? 

A. The pressure we see here i n d i c a t e s t h a t i s a 

v i r g i n pressure r e s e r v o i r . 

Q. Okay. What would you expect the pressure t o be, 

had i t been depleted or connected w i t h e x i s t i n g Strawn 

wells? 

A. The West Lovington f i e l d evidence was submitted 

on June 16th, 1995, t h a t the average r e s e r v o i r pressure 

t h e r e was 3 3 63 p . s . i . This pressure data p o i n t here from 

our DST puts us about 9 00 pounds above t h a t r e s e r v o i r 

pressure, i n d i c a t i n g t h a t we are i s o l a t e d from t h a t 

r e s e r v o i r . 

Q. Okay. Let's skip the pressure buildup data and 

come back t o t h a t i n a minute. Let's look a t the l a s t 

p o r t i o n of the d i s p l a y where you've gone through some 

vol u m e t r i c drainage area analy s i s . 

A. Yes, s i r . 

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 

24 

Q. There i s a data sheet which we've marked as 

E x h i b i t 7, on the l e g a l page — 

A. Uh-huh. 

Q. — f o l l o w i n g E x h i b i t 6. What does the deita sheet 

represent? 

A. That data sheet i s the raw data t h a t was used f o r 

a vo l u m e t r i c study of Township 16 South, 3 7 East. 

Q. And so when you look a t the vo l u m e t r i c study's 

conclusions, are we f i n d i n g those t a b u l a t e d f o r the 

Examiner on the bottom of the page of E x h i b i t 6? 

A. Yes, s i r . 

Q. A l l r i g h t . Let's look a t the bottom of page 6 

[ s i c ] now, and have you summarize your drainage conclusions 

by l o o k i n g a t t h a t township. 

A. The summary, or the conclusion of our resiervoir 

study there i s t h a t the average drainage area f o r t h a t 

township i s 85 acres. I n the a n a l y s i s , we had t o use 

standard assumptions, which are basic averages f o r the area 

f o r Strawn a l g a l mounds, which a p o r o s i t y of 10 percent, 

water s a t u r a t i o n of 3 0 percent, a recovery f a c t o r of 15 

percent and a B Q of 1.21. 

Q. When we now look a t the Chambers Pool, the 

discovery pool — 

A. Uh-huh. 

Q. — would you recommend t h a t t h a t be e s t a b l i s h e d 
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on i n i t i a l spacing of 40 acres? 

A. No, s i r . 

Q. Why not? 

A. From the volumetric study we saw i n Township 16 

South, 37 East, our volumetrics i n d i c a t e t h a t we are i n an 

80-acre r e s e r v o i r , as the r e s e r v o i r s i n Township 16 South, 

3 7 East were. 

Q. Generally, what does i t cost t o d r i l l a w e l l t o 

t h i s depth and get i t completed? 

A. D r i l l i n g and completion costs are approximately 

one m i l l i o n d o l l a r s . 

Q. So you're dealing w i t h a m i l l i o n d o l l a r s . I f we 

space t h i s on 80 acres and you get your average EUR, as 

shown on your study, your average EUR i s 263,000 b a r r e l s of 

o i l recovered i n r e l a t i o n t o those costs, t h a t ' s 

p r o f i t a b l e , r i g h t ? 

A. Yes, s i r . 

Q. I f you d i v i d e t h a t i n h a l f and d r i l l an e x t r a 

w e l l , t h a t w e l l would be unnecessary? 

A. Yes, t o develop — 

Q. I n a d d i t i o n , i t might make i t too r i s k y t o 

d r i l l — 

A. Yes, s i r . 

Q. — t h a t unnecessary well? 

A. Yes, s i r . 
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Q. Okay. Let's look at the pressure b u i l d u p data. 

I n the middle p o r t i o n of E x h i b i t 6 you give us some 

conclusions from the pressure buildup data. 

A. Yes, the pressure buildup data t h a t you see there 

i s from a pressure buildup taken on A p r i l 12th, 1997. The 

average r e s e r v o i r pressure at t h a t time was 3603 p . s . i . , 

c a l c u l a t e d p e r m e a b i l i t y of 32.4 m i l l i d a r c i e s , and cit the 

end of the 72-hour buildup the radius of i n v e s t i g a t i o n was 

798 f e e t . 

Due t o the high p r o d u c t i v i t y of t h i s w e l l , we d i d 

not want t o shut the w e l l i n f o r a longer p e r i o d than the 

72 hours. Therefore, we d i d not get t o see the boundaries 

of the r e s e r v o i r from t h i s buildup. 

Q. That was going t o be my question. The 798 radius 

i s not a boundary? 

A. No, s i r . 

Q. You simply terminated the t e s t before you 

es t a b l i s h e d a boundary? 

A. Yes. 

Q. Even i f — Even based upon t h i s i n f o r m a t i o n , 

then, i f you had conducted a complete t e s t t o such p o i n t i n 

time t h a t you had f u l l pressure buildup, your boundary 

would be s u b s t a n t i a l l y l a r g e r , or f a r t h e r away than 798? 

A. Yes. 

Q. A l l r i g h t , l e t ' s look a t the buildup date.. 
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You've got E x h i b i t 8. I d e n t i f y and describe t h i s f o r us. 

A. E x h i b i t 8 — I believe the way you have i t 

numbered i s , E x h i b i t 8 i s a semi-log p l o t . 

Q. I d i d . I've got these i n s i d e out. 

A. Okay, make sure. A c t u a l l y , what I ' d l i k e t o 

r e f e r t o i s the d e r i v a t i v e l o g l o g p l o t . 

Q. Yeah, t h a t ' s E x h i b i t 10. Let's s k i p t o 10 and 

s t a r t i n t h a t order. 

A. Okay. On E x h i b i t 10, a t the end of the b u i l d u p , 

i f we were seeing a r e s e r v o i r boundary, we would expect t o 

see the pressure data p o i n t s , the red l i n e , we would expect 

t o see them begin t o t a i l upwards, as would the d e r i v a t i v e 

p o i n t s , as shown i n the black. We d i d not see t h i s — 

Q. They're j u s t a b s o l u t e l y f l a t on t h i s p l o t , aren't 

they? 

A. Yes, s i r . 

Q. And t h a t ' s a c l e a r i n d i c a t i o n t o you as em 

engineer t h a t you have not h i t a boundary w i t h the t e s t ? 

A. Yes. 

Q. A l l r i g h t . Let's look a t E x h i b i t 9, which i s 

your semi-log p l o t of the data. 

A. E x h i b i t 9 was used t o e x t r a p o l a t e the average 

r e s e r v o i r pressure at the time of the b u i l d u p . 

Q. And then l e t ' s go back t o E x h i b i t 8 and, f o r the 

record, have you i d e n t i f y t h a t e x h i b i t . 
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A. E x h i b i t 8 i s j u s t a p l o t of the — a Horner p l o t 

of the DST, taken on November 9th, 1996. 

Q. What's your f o r e c a s t as an engineer of the 

appr o p r i a t e spacing, then, f o r t h i s discovery? 

A. Eighty acres. 

Q. And are you s a t i s f i e d t h a t there's s u f f i c i e n t 

r e s e r v o i r data t o convince you t h a t t h i s i s a separate 

Strawn pool from any e x i s t i n g producing Strawn pools? 

A. Yes, s i r . 

Q. Do you concur w i t h Mr. Hefner's conclusion about 

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

A. Yes. 

Q. Having the f l e x i b i l i t y of the 33 0 setbacks i s 

appropriate i n Strawn development and, i n p a r t i c u l a r , t h i s 

type of pool? 

A. Yes. 

Q. A l l r i g h t . I t appears t h a t t h i s may be simply a 

one-well pool a t t h i s p o i n t , r i g h t ? 

A. We do not have enough d i a g n o s t i c data t o evaluate 

the o v e r a l l s i z e of the r e s e r v o i r a t t h i s time. 

Q. A l l r i g h t . So i n order t o avoid d r i l l i n g 

unnecessary w e l l s t h a t may be at too great a d e n s i t y , you 

would recommend t h a t we adopt these r u l e s f o r 8 0-acre 

spacing? 

A. Yes. 
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Q. Do you have a forecast of how long we should have 

them on a temporary basis before they would be considered 

f o r permanent? 

A. I would estimate t h a t i t w i l l take a year t o a 

year and a h a l f ' s production t o f u l l y diagnose the s i z e of 

the r e s e r v o i r . 

Q. Would an 18-month period a f t e r the issuance of 

the order give you enough time t o get the a d d i t i o n a l data 

t o v e r i f y spacing? 

A. Yes. 

MR. KELLAHIN: A l l r i g h t . That concludes my 

examination of Mr. Gallegos. 

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 6 

through 10. 

EXAMINER STOGNER: E x h i b i t s 6 through 10 w i l l be 

admitted i n t o evidence. 

Mr. K e l l a h i n , the only question I have a t t h i s 

p o i n t — and I ' l l throw i t out — i s , what's the proposed 

name f o r the pool? 

MR. KELLAHIN: I don't have a proposed neime. 

THE WITNESS: I believe on the A p p l i c a t i o n i t was 

the Chambers Pool. 

MR. HAZLIP: I thought i t was the Chambers, was 

the f i r s t — 

MR. KELLAHIN: Was t h a t your — 
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THE WITNESS: On the A p p l i c a t i o n t h a t was the 

f i r s t . 

EXAMINER STOGNER: Okay. So I need somebody t o 

answer i t , j u s t one person. Any — s o r t of a background on 

how the Chambers name i s there, or how i t came t o be, who 

proposed i t and why. 

MR. HAZLIP: The Chambers are the r o y a l t y owners 

under t h a t w e l l , under t h a t whole northeast — or under 

t h a t whole quarter s e c t i o n . 

EXAMINER STOGNER: So they're the ranchers? I s 

the r e a ranch out the r e , a Chambers ranch? 

MR. HAZLIP: Yeah, i t ' s the Chambers — they — 

Let's see. Kenneth and Geraldine Chambers, yes, they own 

the northeast quarter of the se c t i o n . They have a house 

out t h e r e . 

EXAMINER STOGNER: So there's a Chambers manor or 

mansion or house or something — 

MR. KELLAHIN: These f e l l o w s don't know the 

p r a c t i c e . I t h i n k the D i v i s i o n l i k e s t o name pools w i t h 

regards t o a topographic f e a t u r e or some known s t r u c t u r e or 

event out t h e r e . I s there anything out there? 

EXAMINER STOGNER: Okay, w e l l , you a l l — 

MR. HAZLIP: Could we c a l l you back on t h a t , Mr. 

Stogner? 

EXAMINER STOGNER: Yeah, why don't you me.ybe 
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propose something, get w i t h Paul Kautz and propose 

something and back through Mr. K e l l a h i n w i t h me, and i t 

doesn't sound l i k e you're j u s t r e a l set on Chambers! being 

the name of i t or anything — 

MR. HAZLIP: No. 

EXAMINER STOGNER: — so — 

MR. KELLAHIN: We'll t a l k t o Paul about a 

recommended name. 

EXAMINER STOGNER: Okay, at t h i s p o i n t I ' l l j u s t 

take i t under advisement and work on an i n f o r m a l basis w i t h 

you on t h a t . 

Does anybody else have anything f u r t h e r i n Case 

Number 11,750? Then t h i s matter w i l l be taken under 

advisement. 

And w i t h t h a t , t h i s hearing i s adjourned. 

(Thereupon, these proceedings were concluded a t 

1:00 p.m.) 

* * * 
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