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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 NEARBURG EXPLORATION 
COMPANY, L.L.C., FOR COMPULSORY POOLING, 
LEA COUNTY, NEW MEXICO 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

October 9th, 1997 

Santa Fe, New Mexico 

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 9th, 1997, a t the 

New Mexico Energy, Minerals and Natural Resources 

Department, Porter H a l l , 2 040 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 

9:09 a.m.: 

EXAMINER CATANACH: Okay, at t h i s time w e ' l l c a l l 

Case 11,861. 

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 po o l i n g , Lea County, New 

Mexico. 

EXAMINER CATANACH: C a l l f o r appearances i n t h i s 

case. 

MR. CARR: May i t please the Examiner, my name i s 

Wi l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. 

We represent Nearburg E x p l o r a t i o n Company, L.L.C. 

i n t h i s matter, and I have two witnesses. 

EXAMINER CATANACH: C a l l f o r a d d i t i o n a l 

appearances. 

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

Fe, r e p r e s e n t i n g Chesapeake Operating, Inc. 

I have no witnesses. 

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

Okay, w i l l the witnesses please stand t o be sworn 

in? 

(Thereupon, the witnesses were sworn.) 

STEVEN T. BRENNER, CCR 
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DUKE W. 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. CARR: 

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

A. Yes, i t ' s Duke Roush, R-o-u-s-h. 

Q. Where do you reside? 

A. Midland, Texas. 

Q. Mr. Roush, by whom are you employed and i n what 

capacity? 

A. Nearburg E x p l o r a t i o n Company, L.L.C., as a senior 

landman. 

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

D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert i n petroleum land matters accepted 

and made a matter of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case on behalf of Nearburg? 

A. Yes, I am. 

Q. And are you f a m i l i a r w i t h the s t a t u s of the lands 

i n the subject area? 

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

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Mr. Roush, would you b r i e f l y 

summarize f o r the Examiner what Nearburg seeks w i t h t h i s 

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

A. Yes, we're seeking an order p o o l i n g a l l the 

minerals i n c e r t a i n spacing and p r o r a t i o n u n i t s from the 

surface t o the base of the Strawn formation i n Section 19, 

Township 16 South, Range 36 East, i n Lea County, New 

Mexico, i n a l l formations developed on 160-acre spacing 

under the northeast quarter, i n c l u d i n g but not l i m i t e d t o , 

the North Shoe Bar-Wolfcamp Pool, and i n a l l formations 

developed on 40-acre spacing i n the northeast of the 

northeast quarter. 

This w i l l be dedicated t o the Gandy 19 Number 1 

w e l l , which i s d r i l l e d a t a standard l o c a t i o n 810 f e e t from 

the n o r t h , 660 f e e t from the east l i n e . 

Q. Have you prepared e x h i b i t s f o r p r e s e n t a t i o n i n 

t h i s case? 

A. Yes, I have. 

Q. Let's go what has been marked as Nearburg E x h i b i t 

Number 1. Would you i d e n t i f y and review t h a t f o r Mr. 

Catanach? 

STEVEN T. BRENNER, CCR 
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A. Yes, E x h i b i t Number 1 i s simply a l o c a t o r map 

showing the proposed spacing u n i t and i t s l o c a t i o n and the 

l o c a t i o n of the w e l l we're d r i l l i n g . 

Q. What i s the primary o b j e c t i v e i n the proposed 

well? 

A. The primary o b j e c t i v e i s the Strawn. 

Q. Are there secondary objectives? 

A. Yes, there are. I t ' s the Wolfcamp i n the North 

Shoe Bar Pool. 

Q. And t h a t i s developed on 160-acre spacing? 

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

MR. CARR: Mr. Catanach, the s p e c i a l r u l e s f o r 

t h a t pool e s t a b l i s h i n g the spacing were adopted by Order 

R-4657 on October 17, 1973. 

Q. Mr. Roush, l e t ' s go t o Nearburg E x h i b i t 2. Would 

you i d e n t i f y and review that? 

A. Yes, E x h i b i t Number 2 shows the northeast 

northeast quarter p r o r a t i o n u n i t f o r the Strawn formation 

and the working i n t e r e s t owners' percentage i n t e r e s t . 

Q. And E x h i b i t Number 3? 

A. Same E x h i b i t , j u s t showing t h a t the Wolfcamp 

formation would have a p r o r a t i o n u n i t of the northeast 

q u a r t e r and again shows the p o t e n t i a l working i n t e r e s t of 

each p a r t y . 

Q. What percentage of the working i n t e r e s t i s 

STEVEN T. BRENNER, CCR 
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A. At present j u s t the Nearburg E x p l o r a t i o n 

i n t e r e s t . 

Q. Let's go t o Nearburg E x h i b i t Number 4. Can you 

i d e n t i f y t h i s f o r the Examiner? 

A. Yes, E x h i b i t Number 4 i s a l e t t e r t o W i l l i a m 

Chalfant proposing the w e l l . We sent a JOA along w i t h an 

AFE on t h i s proposal. 

Q. And the date on t h i s proposal? 

A. The date of t h i s proposal i s June 29, 1997. 

Q. J u l y 29, 1997? 

A. Uh-huh. What d i d I say? June? 

Q. And t h i s i s the o r i g i n a l proposal t o Chesapeake 

and Chalfant? 

A. That's t r u e . 

Q. Did you att a c h an AFE t o the proposal? 

A. Yes, I d i d . 

Q. And t h a t ' s the document attached t o the l e t t e r ? 

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

Q. Would you review the t o t a l s on the AFE? 

A. Yes, the dryhole or costs t o casing p o i n t are 

$601,870. The t o t a l completed w e l l i s $974,580. 

Q. Are these costs i n l i n e w i t h what's charged by 

other operators f o r s i m i l a r w e l l s i n t h i s area? 

A. Yes, i t i s . 

STEVEN T. BRENNER, CCR 
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Q. Let's go t o E x h i b i t Number 5. What i s t h a t ? 

A. I t ' s a l e t t e r dated August 14th, 1997, addressed 

t o Mr. Mike Hazlip w i t h Chesapeake. This l e t t e r was 

prompted by a phone conversation had w i t h Mr. Shelton of 

our o f f i c e . They had requested t h a t we amend the l o c a t i o n . 

This l e t t e r i s b a s i c a l l y saying we'd l i k e t o stay w i t h the 

l o c a t i o n we have based on the 3-D, and again requests t h a t 

they provide us comments on the JOA t h a t we p r e v i o u s l y 

provided. 

Q. E x h i b i t Number 6, i s t h a t your next 

correspondence w i t h Chesapeake concerning t h i s matter? 

A. Yes, i t i s . 

Q. What i s the date of t h a t l e t t e r ? 

A. September 12th, 1997. 

Q. And what b a s i c a l l y were you discussing w i t h them 

a t t h a t time? 

A. We had amended the l o c a t i o n t o move the w e l l 810 

f e e t from the n o r t h l i n e , which o r i g i n a l l y was 660 f e e t . 

We provided a new co n t r a c t area and amended the 

commencement date t o January 1, 1998. 

Q. On September 12th d i d you advise t h a t you would 

have t o seek compulsory p o o l i n g i f an agreement couldn't be 

reached? 

A. Yes, we d i d . 

Q. Have you received any comments as of t h i s date 

STEVEN T. BRENNER, CCR 
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from Chesapeake concerning the j o i n t o perating agreement? 

A. No, we have not. 

Q. Let's go t o what has been marked as Nearburg 

E x h i b i t Number 7. Could you i d e n t i f y t h i s ? 

A. Yes, i t ' s a l e t t e r dated October 6th, 1997. Part 

of the agreement we were attempting t o reach w i t h 

Chesapeake i s t h a t we w i l l enter i n t o two separate j o i n t 

o p e r a t i n g agreements, one covering the east h a l f of the 

northeast, which i s the JOA we have p r e v i o u s l y provided, 

and we sought t o have a JOA d e l i v e r e d t o us from 

Chesapeake, covering the west h a l f of the northeast. 

Q. Have you gotten the JOA f o r the west h a l f of the 

northeast? 

A. I received i t l a s t Saturday at my house. We 

reviewed i t over the weekend, and t h i s l e t t e r i s a r e s u l t 

of t h a t review. 

Q. And these are the changes t h a t you are now 

proposing t o the JOA t h a t you have received from 

Chesapeake? 

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

Q. Have you received any response as of t h i s date 

from Chesapeake as t o your JOA? 

A. No. 

Q. And so b a s i c a l l y what we have outstanding now are 

n e g o t i a t i o n s , t o the extent we have any, going forward 

STEVEN T. BRENNER, CCR 
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concerning the terms of the j o i n t operating agreement? 

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

Q. When does Nearburg propose t o spud t h i s w e l l ? 

A. Depending on r i g a v a i l a b i l i t y , i n the very near 

f u t u r e . 

Q. And i n your opinion, have you made a g o o d - f a i t h 

e f f o r t t o i d e n t i f y a l l i n d i v i d u a l s who are a f f e c t e d by t h i s 

A p p l i c a t i o n and obt a i n t h e i r v o l u n t a r y p a r t i c i p a t i o n i n 

t h i s p r o j e c t ? 

A. Yes, we have. 

Q. Has Nearburg d r i l l e d other Strawn and Wolfcamp 

w e l l s i n the immediate area? 

A. Yes, we've d r i l l e d numerous w e l l s t o the township 

t o the east i n 16-37. 

Q. I s E x h i b i t Number 8 a copy of an a f f i d a v i t 

c o n f i r m i n g t h a t n o t i c e of today's hearing has been provided 

i n accordance w i t h O i l Conservation D i v i s i o n Rules? 

A. Yes, i t i s . 

Q. And attached t o t h a t are copies of the l e t t e r and 

the r e t u r n r e c e i p t ; i s t h a t r i g h t ? 

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

Q. Has Nearburg made an estimate of the overhead and 

a d m i n i s t r a t i v e costs t o be assessed w h i l e d r i l l i n g t h i s 

w e l l and also w h i l e producing i t , i f i t i s successful? 

A. Yes, and those would be $6000 and $600. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Q. And are those costs i n l i n e w i t h what's being 

charged f o r other w e l l s i n t h i s area? 

A. Yes, i t i s . 

Q. Are these the charges t h a t you are making or 

charging others — 

A. Yes. 

Q. — f o r the o f f s e t t i n g well? 

A. I t i s both what we are requesting and g i v i n g . 

Q. Do you recommend these f i g u r e s be inc o r p o r a t e d i n 

the order t h a t r e s u l t s from today's hearing? 

A. Yes, I do. 

Q. W i l l Nearburg c a l l a t e c h n i c a l witness t o review 

p o s s i b l e drainage which i s occurring a t t h i s time and the 

r i s k s associated w i t h the d r i l l i n g of t h i s w e ll? 

A. Yes, we w i l l . Mr. Jer r y Elger w i l l address t h a t 

s i t u a t i o n . 

Q. Were E x h i b i t s 1 through 8 e i t h e r prepared by you 

or compiled under your d i r e c t i o n and supervision? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Catanach, we would 

move the admission i n t o evidence of Nearburg E x h i b i t s 1 

through 8. 

EXAMINER CATANACH: E x h i b i t s 1 through 8 w i l l be 

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

STEVEN T. BRENNER, CCR 
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examination of Mr. Roush. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Roush, are there Strawn pools i n t h i s area? 

A. I would p r e f e r t h a t Mr. Elger address t h a t , but 

yes, I b e l i e v e there are. 

Q. Your w e l l i s going t o be located i n U n i t A; i s 

t h a t r i g h t ? 

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

Q. So t h a t E x h i b i t Number 1 i s k i n d of misleading. 

I t shows i t t o be i n a d i f f e r e n t quarter s e c t i o n . 

A. E x h i b i t 1, i f we end up w i t h a Wolfcamp producer, 

would a c t u a l l y be a 160-acre spacing. 

Q. Do you know what the spacing i s f o r the Strawn 

here? 

A. I b e l i e v e i t ' s 40 acres. 

Q. You're proposing JOAs covering the east h a l f and 

the west h a l f of t h a t quarter section? 

A. Yes. 

Q. What i s the reason f o r t h a t ? 

A. They w i l l operate the west h a l f and we w i l l 

operate the east h a l f , so we have two separate JOAs. 

Q. For a — Presumably f o r a Strawn completion? 

A. Yes, t h a t ' s c o r r e c t , 4 0-acre spacing. 

Q. But you've not yet agreed on t h a t ? 

STEVEN T. BRENNER, CCR 
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A. That's c o r r e c t . That's what we're atte m p t i n g t o 

do. 

Q. Do you a n t i c i p a t e t h a t t h a t ' s going t o come t o 

pass? 

A. I hope t h a t i t w i l l , but we provided them our JOA 

J u l y of t h i s year and have yet t o receive comments on our 

JOA. We received t h e i r s and t r i e d t o t u r n i t around as 

q u i c k l y as p o s s i b l e , but we s t i l l have not received 

comments on t h a t . And w i t h a possible drainage s i t u a t i o n , 

i t ' s c r i t i c a l t h a t we get i t moved forward. 

Q. You've not yet agreed w i t h the Chalfant 

p r o p e r t i e s yet? 

A. Mr. Chalfant was a c t i n g as a broker f o r 

Chesapeake and acquired a lease i n h i s name which i s y e t t o 

be assigned t o Chesapeake, but I'm sure t h a t i t w i l l be. 

Q. What do you do i n the event you do get a Wolfcamp 

completion? Would you have t o t r y and get a new JOA f o r 

the 160? 

A. We would probably amend the JOA t h a t we have, 

since the l o c a t i o n i s a c t u a l l y on the east h a l f of the 

northeast, t o incorporate 160-acre spacing and r e v i s e 

E x h i b i t A t o the JOA, and l i m i t i t probably t o the Wolfcamp 

format i o n , as t o t h a t spacing. 

Q. On E x h i b i t Number 2 you've got the i n t e r e s t 

breakdown f o r the — I presume f o r t h a t 4 0-acre u n i t . 

STEVEN T. BRENNER, CCR 
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A. That's c o r r e c t . 

Q. I s i t the same f o r the 160? 

A. No, i t d i f f e r s a l i t t l e b i t , because you're 

b r i n g i n g i n the west h a l f of the northeast, and Chesapeake 

owns a l i t t l e higher i n t e r e s t i n the west h a l f of the 

northeast than they do i n the east h a l f of the northeast. 

Q. Okay. You've got t h a t broke down on E x h i b i t 

Number 3 ? 

A. That's c o r r e c t . I t ' s about — a l i t t l e l ess than 

two percent d i f f e r e n c e between the ownerships. 

Q. So you d i d , i n f a c t , t a l k t o Chesapeake on 

October 6 t h ; i s t h a t correct? 

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

Q. And they suggested some changes? 

A. No, we suggested some changes. That's our l e t t e r 

back t o them regarding our proposed JOA. 

Q. Okay, they proposed a JOA t o you guys? 

A. Yes. 

Q. Okay, and you've not yet signed t h a t ? 

A. No. That l e t t e r i s our suggested changes t o 

t h e i r proposed form. 

Q. And they've not yet signed your JOA? 

A. That's c o r r e c t . What we're seeking i s a s i m i l a r 

l e t t e r from them adv i s i n g us of t h e i r comments regarding 

our JOA. 

STEVEN T. BRENNER, CCR 
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Q. I n your l e t t e r dated September 12th, you s t a t e 

t h a t the commencement date f o r the w e l l was January 1st, 

but now you — I s i t my understanding t h a t you in t e n d t o 

s t a r t i t e a r l i e r than that? 

A. As q u i c k l y as we can obta i n r i g a v a i l a b i l i t y and 

h o p e f u l l y come t o a vol u n t a r y agreement w i t h Chesapeake. 

Q. I s Chesapeake aware of that ? 

A. Uh-huh. 

EXAMINER CATANACH: Okay, I have no f u r t h e r 

questions. 

MR. CARR: At t h i s time, Mr. Catanach, we would 

c a l l 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 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. CARR: 

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

A. J e r r y Elger. 

Q. Where do you reside? 

A. I n Midland, Texas. 

Q. By whom are you employed? 

A. By Nearburg Producing Company. 

Q. And what i s your cu r r e n t p o s i t i o n w i t h Nearburg? 

A. Ex p l o r a t i o n g e o l o g i s t . 
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Q. Have you pr e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert i n petroleum geology accepted and 

made a matter of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case on behalf of Nearburg? 

A. Yes, I am. 

Q. Have you made a ge o l o g i c a l study of the area 

surrounding the proposed well? 

A. Yes, I have. 

Q. Are you prepared t o share the r e s u l t s of t h a t 

study w i t h Mr. Catanach? 

A. Yes, s i r . 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Mr. Elger, l e t ' s go t o what has 

been marked Nearburg E x h i b i t Number 9. Would you i d e n t i f y 

and review t h a t , please? 

A. E x h i b i t Number 9 i s simply a produc t i o n map i n 

the area of t h i s prospect. Two p a r t i c u l a r — Two zones are 

pro d u c t i v e i n t h i s area, the Wolfcamp and Strawn. 
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There's a former Strawn producer l o c a t e d i n the 

northwest quarter of Section 19, d r i l l e d by Spectrum O i l . 

That w e l l cum'd 1200 b a r r e l s of o i l and was abandoned. 

Two recent w e l l s d r i l l e d by Chesapeake i n the 

northwest quarter of Section 2 0 are r e p o r t e d on here, and 

the completions of each of those w e l l s i s r e p o r t e d , but 

there's no cumulative production reported w i t h the OCD a t 

t h i s time. 

Q. And they are completed i n the Strawn formation? 

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

Q. Okay. 

A. A l l three of those w e l l s were l i s t e d i n the West 

Lovington-Penn Pool. 

A w e l l located i n the southwest qu a r t e r of 

Section 2 0 i s only a Wolfcamp producer, and t h a t p a r t i c u l a r 

w e l l i s i n the Shoe Bar North-Wolfcamp Pool. 

Q. This e x h i b i t also contains a t r a c e f o r your 

subsequent cross-section; i s t h a t r i g h t ? 

A. Yes, i t does. 

Q. Let's go t o E x h i b i t Number 10, the isochron. 

W i l l you review that? 

A. A number of months ago, Nearburg Producing 

Company acquired a piece of a much l a r g e r 3-D t h a t was shot 

by Chesapeake O i l across t h i s area. The t r a c e of t h a t 

p o r t i o n of the 3-D which Nearburg purchased i s the dashed 
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line, and i t ' s been labeled such, 3-D outline, on this map. 

Our geophysicist worked t h i s data, and i n working 

t h i s data he compiled a Strawn-Atoka isochron map. What 

t h i s map b a s i c a l l y represents are t h i c k areas t h a t develop 

below the top of the Strawn and above the top of the Atoka. 

T y p i c a l l y , two f a c t o r s enter i n t o t h i c k areas 

developing w i t h i n t h i s isochron i n t e r v a l , and those two 

f a c t o r s are t h i c k areas of Strawn and p o r o s i t y developed 

w i t h i n Strawn. Both of those f a c t o r s account f o r 

s e i s m i c a l l y seeing t h i c k Strawn-Atoka isochron values. 

As you can see, the two Chesapeake w e l l s i n the 

northwest quarter of Section 20 both f a l l w i t h i n the 

confines of what I've labeled maximum — or intermediate 

Strawn thickness. The minimum -- And the Spectrum w e l l , 

l o c ated i n the northwest quarter of Section 19, f a l l s i n a 

minimum area on t h i s isochron map. 

When we look a t the cross-section, y o u ' l l see the 

r e l a t i o n s h i p between the Chesapeake w e l l , which i s — I 

be l i e v e i t ' s c a l l e d — the one i n the southwest q u a r t e r of 

the northwest quarter — t h a t i s the Patty 1 Number 2 0 — 

y o u ' l l see the r e l a t i o n s h i p of t h a t w e l l t o the proposed 

l o c a t i o n , based on t h i s isochron map, and then the 

r e l a t i o n s h i p over t o the west of t h a t Spectrum 7 w e l l . 

Q. The w e l l i n the southwest of the northwest of 20, 

i t i s a producing well? 
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A. That's c o r r e c t . 

Q. And i t appears t o be completed i n the same small 

Strawn r e s e r v o i r t h a t you believe t o be the proposed 

l o c a t i o n ? 

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

Q. Are you ready t o go t o your cross-section? 

A. Yes. 

Q. A l l r i g h t . Let's review t h a t f o r Mr. Catanach. 

A. The upper p o r t i o n of t h i s c r o s s - s e c t i o n t i e s the 

f o u r w e l l s i n p r o x i m i t y t o our proposed l o c a t i o n on both 

the Wolfcamp horizons and also on the Strawn h o r i z o n . I t ' s 

a s t r a t i g r a p h i c cross-section, and i t ' s hung on the base of 

the Strawn carbonate. 

The production from the Shoe Bar North-Wolfcamp 

f i e l d , which was encountered i n t h a t w e l l i n the southwest 

qua r t e r of Section 20, the p e r f o r a t i o n s w i t h i n the Wolfcamp 

are shown i n the depth column on t h a t p a r t i c u l a r l o g , which 

i s on the f a r r i g h t side of the c r o s s - s e c t i o n , towards the 

top. There's a c t u a l l y three separate p o r o s i t y zones i n the 

Shoe Bar North-Wolfcamp f i e l d i n t h a t p a r t i c u l a r w e l l . 

The immediate o f f s e t s , a l l three of those 

p o r o s i t y events look t o be t i g h t i n the o f f s e t logs. 

I n the Strawn I t i e d a w e l l t h a t was j u s t outside 

the 3-D i n the southwest quarter of Section 19. That w e l l 

was a dry hole, and when t h a t w e l l d r i l l e d through the 
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Strawn section, they encountered about 100 feet of 

v i r t u a l l y t i g h t , carbonate rock. 

The Spectrum 7 w e l l , which was a northeast o f f s e t 

t o t h a t w e l l , encountered roughly the same thickness of 

Strawn. But they d i d encounter the i n d i c a t i o n s of some 

p o r o s i t y . These are a l l p o r o s i t y d e n s i t y neutron logs on 

t h i s p a r t i c u l a r d i s p l a y . 

A d r i l l stem t e s t was run i n the Strawn, and i t 

was subsequently p e r f o r a t e d i n the Strawn, and t h a t i s the 

w e l l t h a t made a cumulative of 12 00 b a r r e l s of o i l . The 

i n d i c a t i o n s , j u s t from the l o g , are t h a t the w e l l i s close 

t o something, but i t sideswiped some s o r t of an event 

o c c u r r i n g w i t h i n the Strawn. 

The two w e l l s on the f a r r i g h t of the cross-

s e c t i o n , again, one i s the producer i n the Shoe Bar North-

Wolf camp f i e l d . That was also a Strawn t e s t , Strawn depth 

t e s t . No d r i l l stem t e s t s were run i n the Strawn, and the 

Strawn b a s i c a l l y looks t o be mostly t i g h t i n the upper 

p o r t i o n of the Strawn carbonate package. There may be some 

p o r o s i t y t h a t ' s i n d i c a t e d towards the base of the Strawn. 

The w e l l t h a t ' s the second w e l l from the r i g h t i s 

t h i s Chesapeake Patty w e l l . You can see the d i f f e r e n c e 

between t h a t w e l l and a l l of the other w e l l s t h a t are on 

t h i s p a r t i c u l a r d i s p l a y . The p o r o s i t y on t h i s p o r o s i t y 

d i s p l a y has been shaded red, and the p e r f o r a t i o n s i n t h i s 
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p a r t i c u l a r w e l l are also red w i t h i n the depth column. 

Based on the p o t e n t i a l and based on the l o g 

character, we believe t h i s i s a q u i t e s i g n i f i c a n t w e l l and 

s i g n i f i c a n t producer i n the Strawn. And again, we don't 

have any production records on t h i s w e l l . But you can see 

the d i f f e r e n c e w i t h i n the Strawn thickens i n t h i s 

p a r t i c u l a r w e l l r e l a t i v e t o the other w e l l s . And als o , 

there's a t l e a s t a hundred f e e t of p o r o s i t y development 

w i t h i n the Strawn carbonate. Both of those show up on the 

seismic map, and i n p a r t i c u l a r the Atoka-Strawn isochron 

map, as t h i c k areas. 

That t h i c k area, based on the i n t e r p r e t a t i o n of 

t h i s 3-D by our geophysicist, extends up across the 

northeast quarter — corner of Section 19 and across the 

proposed l o c a t i o n where Nearburg i s proposing t h i s 810 from 

the n o r t h and 660 from the east l o c a t i o n . 

Q. Summarize the conclusions you've reached from 

your g e o l o g i c a l study. 

A. The conclusions I've reached are t h a t the Strawn 

producing zone i n t h i s Chesapeake w e l l i n Section 2 0 

extends across — i n which Nearburg has no i n t e r e s t — 

extends across the northwest quarter of Section 20, and 

Nearburg would l i k e t o d r i l l a w e l l t o t e s t the Strawn 

carbonate t h a t we see i n the — across t h i s p a r t i c u l a r 

acreage. 
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Q. Are you prepared t o make a recommendation t o Mr. 

Catanach concerning the r i s k penalty t h a t should be 

assessed against any i n t e r e s t owner who i s not v o l u n t a r i l y 

committed t o t h i s well? 

A. Yes, I am. 

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

A. Two hundred percent. 

Q. Do you bel i e v e there i s a chance you could d r i l l 

a w e l l a t the proposed l o c a t i o n t h a t would not be a 

commercial success? 

A. Yes, I do. 

Q. Should t h i s recommended penalty apply t o a l l the 

formations being pooled? 

A. Yes, they should. 

Q. Do you t h i n k there i s s u f f i c i e n t r i s k associated 

w i t h each of the formations t o warrant a 2 00-percent 

penalty? 

A. Yes. We have d r i l l e d dry holes based on 3-D i n 

the past, i n the Strawn. 

Q. Who w i l l be the operator of t h i s w ell? 

A. Nearburg Producing Company. 

Q. And what i s the r e l a t i o n s h i p between Nearburg 

Producing Company and Nearburg Exploration? 

A. They're the same ownership, the same -- Charles 

Nearburg. 
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Q. And Nearburg Producing Company i s j u s t the 

producing arm of your business? 

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

Q. Have you requested Nearburg Producing Company be 

designated operator of t h i s w e l l i n the order t h a t r e s u l t s 

from t h i s hearing? 

A. Yes. 

Q. I n your opinion, w i l l 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 and the d r i l l i n g of the proposed w e l l be i n the 

best i n t e r e s t of conservation, the prevention of waste and 

the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. Yes. 

Q. Were Nearburg E x h i b i t s 9 through 11 prepared by 

you or compiled under your d i r e c t i o n ? 

MR. CARR: Mr. Catanach, a t t h i s time we would 

o f f e r E x h i b i t s 9 through 11 i n t o evidence. 

EXAMINER CATANACH: E x h i b i t s 9 through 11 w i l l be 

admitted as evidence. 

Q. (By Mr. Carr) Mr. Elger, i s i t f a i r t o say t h a t 

your concern a t t h i s p o i n t i n time i s t h a t the acreage t h a t 

you're now proposing t o develop i s c u r r e n t l y being drained 

by an e x i s t i n g w e l l t o the east? 

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

Q. Does Nearburg request t h a t the order i n t h i s case 

be expedited? 
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A. Yes, we do. 

MR. CARR: And Mr. Catanach, we have prepared a 

proposed order i n t h i s matter. I ' d l i k e t o j u s t leave i t 

w i t h you, both i n hard copy and on the d i s c . 

And t h a t concludes my d i r e c t examination of Mr. 

Elger. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Elger, the two w e l l s i n the northwest q u a r t e r 

of Section 20, the two Chesapeake w e l l s , do you f e e l l i k e 

those are producing from the same Strawn s t r u c t u r e ? 

A. They're producing — I bel i e v e the geophysics — 

we don't have — The 3-D does not go over the northernmost 

of those two w e l l s , but you can p r o j e c t t h a t there's an 

anomaly on the f a r n o r t h , upper right-hand p o r t i o n of t h i s 

p a r t i c u l a r map, t h a t would p r o j e c t across t h a t other w e l l , 

which I be l i e v e i s c a l l e d the Ruth 2 0 Number 1. 

And i f there i s a connection, i t would be a t t h a t 

l i t t l e bridge t h a t ' s r i g h t a t the very corner, northwest 

corner of Section — northeast corner of Section 18. And 

whether they're reservoir-connected, I can't r e a l l y t e l l 

based on the seismic evidence. There i s a p o s s i b i l i t y they 

are, yes. 

Q. But your opinion i s t h a t the southernmost w e l l 

i n the northwest quarter of 20 w i l l be producing from the 
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same — 

A. Yes. 

Q. — pod t h a t you're t r y i n g t o get i n t o ? 

A. Yes. 

Q. Okay. That Wolfcamp producer, i s t h a t the 

cl o s e s t Wolfcamp producer t o your proposed l o c a t i o n i n the 

southwest of 2 0? 

A. Yes, i t i s . 

Q. Okay. 

A. And t h a t w e l l was — as the production map 

i n d i c a t e s , produced 83,000 o i l , 188 m i l l i o n cubic f e e t . We 

consider the Wolfcamp r e a l l y a secondary — a s e r e n d i p i t y 

secondary o b j e c t i v e f o r t h i s prospect. 

EXAMINER CATANACH: Did you have anything, Mr. 

Bruce? 

MR. BRUCE: No, s i r . 

EXAMINER CATANACH: Okay. Anything f u r t h e r , Mr. 

Carr? 

MR. CARR: Nothing f u r t h e r , Mr. Catanach. 

EXAMINER CATANACH: There being nothing f u r t h e r 

i n t h i s case, Case 11,861 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

9:37 a.m.) 1 hereby certify that the foregoing is 
« coyote; os record ofthe proceedings in. 
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