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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCE DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF: 
APPLICATION OF NEARBURG PRODUCING 
COMPANY FOR AN UNORTHODOX GAS WELL 
LOCATION, EDDY COUNTY, NEW MEXICO. 

CASE NO. 10297 

REPORTERS TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, Examiner 

May 2, 1991 
9:57 a.m. 

Santa Fe, New Mexico 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e O i l 
C o n s e r v a t i o n D i v i s i o n on May 2, 1991, a t 9:57 a.m. a t t h e 
O i l C o n s e r v a t i o n Conference Room, S t a t e Land O f f i c e 
B u i l d i n g , 310 Old Santa Fe T r a i l , Santa Fe, New Mexico, 
b e f o r e Susan G. Ptacek, a C e r t i f i e d Court R e p o r t e r No. 124, 
S t a t e o f New Mexico. 

FOR: OIL CONSERVATION BY: SUSAN G. PTACEK 
DIVISION C e r t i f i e d Court R e p o r t e r 

CCR No. 124 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l C o n s e r v a t i o n D i v i s i o n 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

FOR NEARBURG 
PRODUCTION COMPANY 

CAMPBELL & BLACK, P.A. 
A t t o r n e y s a t Law 
BY: WILLIAM F. CARR, ESQ. 
110 N. Guadalupe 
Santa Fe, New Mexico 87501 

* * * 
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EXAMINER STOGNER: At t h i s t i m e we w i l l c a l l case 

10297. 

MR. STOVALL: A p p l i c a t i o n o f Nearburg P r o d u c i n g 

Company f o r an unorthodox gas w e l l l o c a t i o n , Eddy County, 

New Mexico. 

MR. CARR: May i t ple a s e t h e examiner, my name i s 

W i l l i a m F. Carr w i t h t h e law f i r m o f Campbell & B l a c k , P.A. 

I r e p r e s e n t Nearburg Producing Company, and I have two 

w i t n e s s e s . 

EXAMINER STOGNER: Are t h e r e any o t h e r appearances? 

W i l l b o t h w i t n e s s e s please st a n d t o be sworn? 

t h e Witness h e r e i n , h a v i n g been f i r s t d u l y sworn by t h e 

No t a r y P u b l i c , was examined and t e s t i f i e d as f o l l o w s : 

(Whereupon t h e w i t n e s s e s were d u l y 

sworn.) 

MARK NEARBURG, 

DIRECT EXAMINATION 

BY MR. CARR: 

Q • Would you s t a t e your f u l l name f o r t h e r e c o r d , 

please? 

A. Mark Nearburg. 

Q. By whom are you employed? 

A. Nearburg Producing Company. 

Q. I n what c a p a c i t y ? 

A. Land manager. 
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Q. Mr. Nearburg, have you p r e v i o u s l y t e s t i f i e d 

b e f o r e t h i s d i v i s i o n and had your c r e d e n t i a l s as a 

p e t r o l e u m landman accepted and made a m a t t e r o f r e c o r d ? 

A. Yes. 

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

t h i s case? 

A. Yes. 

Q. Are you f a m i l i a r w i t h t h e s u b j e c t p r o r a t i o n u n i t 

and t h e proposed w e l l ? 

A. Yes. 

MR. CARR: Are t h e w i t n e s s ' q u a l i f i c a t i o n s a c c e p t a b l e ? 

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

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

s t a t e what you seek w i t h t h i s a p p l i c a t i o n ? 

A. Seek an unorthodox gas w e l l l o c a t i o n i n Eddy 

County, New Mexico, l o c a t e d 2500 f e e t from t h e n o r t h l i n e 

and 330 f e e t from t h e west l i n e i n U n i t E o f S e c t i o n 15, 22 

South, 27 East t o t e s t t h e und e s i g n a t e d C a r l s b a d Strawn gas 

p o o l and t h e und e s i g n a t e d South Carlsbad Morrow gas p o o l 

d e d i c a t i n g t h e west h a l f o f S e c t i o n 15 t o a s t a n d a r d 

320-acre gas p r o r a t i o n u n i t f o r b o t h p o o l s . 

Q. What are t h e w e l l l o c a t i o n r e q u i r e m e n t s f o r each 

of t h e s e pools? 

A. 1980 f e e t from t h e end l i n e and 660 from t h e 

s i d e l i n e on 320-acre spacing u n i t . 

HUNNICUTT REPORTING 
SUSAN G. PTACEK, CCR 



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 

6 

Q. Would you r e f e r t o what has been marked f o r 

i d e n t i f i c a t i o n as Nearburg E x h i b i t No. 1. I d e n t i f y t h a t 

t h a t and r e v i e w i t f o r Mr. Stogner. 

A. I t ' s a l a n d p l a t showing t h e p r o r a t i o n u n i t i n 

y e l l o w and t h e l o c a t i o n of t h e t e s t w e l l i n an orange 

arrow. 

Q. You w i l l be d e d i c a t i n g t h e --

A. West h a l f . 

Q. -- west h a l f o f 15. What i s t h e s t a t u s o f t h e 

e a s t h a l f o f S e c t i o n 16? 

A. That east h a l f i s owned by Kerr-McGee, Texaco 

and Hallwood Energy Company, and t h e s t a t e has made demand 

on t h o s e companies t o develop t h e e a s t h a l f o f S e c t i o n 16 

on t h e s t a t e l e a s e s . Hallwood Energy owns a p p r o x i m a t e l y 84 

p e r c e n t o f t h e i n t e r e s t i n t h e e a s t h a l f o f S e c t i o n 16, and 

t h e y have agreed t o a w o r k i n g i n t e r e s t u n i t under an 

o p e r a t i n g agreement. They w i l l be p a r t i c i p a t i n g i n our 

t e s t w e l l i n t h e west h a l f o f S e c t i o n 15. Kerr-McGee and 

Texaco have no t responded t o r e q u e s t s w i t h a d e c i s i o n f o r a 

r e q u e s t t o p a r t i c i p a t e i n our w o r k i n g i n t e r e s t u n i t . 

That's t h e c u r r e n t s t a t u s . 

Q. W i l l t h e development of t h e Morrow and Strawn 

f o r m a t i o n s i n t h e west h a l f o f 15 enable you t o o b t a i n 

i n f o r m a t i o n t h a t w i l l t h e n p e r m i t you t o make an i n f o r m e d 

d e c i s i o n as t o f u r t h e r development p l a n s f o r t h e e a s t h a l f 
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of S e c t i o n 16? 

A. Yes, s i r . Our g e o l o g i c t e s t i m o n y w i l l show why 

we're d r i l l i n g t h e west h a l f o f 15 f i r s t t o p r o v i d e 

i n f o r m a t i o n t o develop t h e east h a l f o f S e c t i o n 16. 

Q. Could you i d e n t i f y what has been marked as 

Nearburg E x h i b i t No. 2, please? 

A. Survey p l a t showing t h e ex a c t l o c a t i o n and t h e 

west h a l f p r o r a t i o n u n i t p r e p a r e d by John West. 

Q. Now, l e t ' s go t o E x h i b i t No. 3. Would you 

i d e n t i f y and r e v i e w t h a t ? 

A. E x h i b i t No. 3 i s a l e t t e r from Nearburg t o 

Kerr-McGee r e q u e s t i n g a farmout on t h e e a s t h a l f o f S e c t i o n 

16 and a w a i v e r o f o b j e c t i o n t o our a p p l i c a t i o n t o d a y . And 

a l s o a l e t t e r from Raynex Resources, I n c . , who i s w o r k i n g 

w i t h us on t h i s p r o j e c t , t o Texaco USA a l s o r e q u e s t i n g a 

fa r m o u t and a wai v e r o f o b j e c t i o n t o t h i s h e a r i n g t o d a y . 

Q. The o n l y i n t e r e s t owners i n S e c t i o n 16 towards 

whom you are moving are Texaco, Kerr-McGee and Hallwood; i s 

t h a t c o r r e c t ? 

A. Yes. I would say Kerr-McGee and Texaco because 

Hallwood has waived any o b j e c t i o n t o t h i s h e a r i n g and 

t h e y ' r e p a r t i c i p a t i n g i n our d r i l l i n g a c t i v i t y . 

Q. I s a copy o f t h a t w a i v e r from Hallwood what has 

been marked as Nearburg E x h i b i t 3A? 

A. Yes. 
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Q. Mr. Nearburg, would you now go t o t h e l a s t 

e x h i b i t i n t h e e x h i b i t packet and i d e n t i f y what's been 

marked as Nearburg E x h i b i t No. 6. 

A. These are t h e c e r t i f i e d n o t i c e s g i v e n t o 

Kerr-McGee and Texaco f o r t h i s h e a r i n g . 

Q. I s i t t h e reason f o r t h e unorthodox l o c a t i o n 

g e o l o g i c a l i n na t u r e ? 

A. Yes. 

Q. We w i l l c a l l a g e o l o g i s t t o e x p l a i n t h e reason 

f o r t h i s p a r t i c u l a r l o c a t i o n ? 

A. Yes. 

Q. Were Nearburg 1, 2, 3, 3A and 6 p r e p a r e d by you 

or c o m p i l e d under your d i r e c t i o n ? 

A. Yes. 

MR. CARR: At t h i s t i m e , Mr. Stogner, we would move 

t h e a d m i s s i o n o f Nearburg E x h i b i t s 1, 2, 3, 3A and 6. 

EXAMINER STOGNER: E x h i b i t s 1, 2, 3, 3A and 6 w i l l be 

a d m i t t e d i n t o evidence a t t h i s t i m e . 

(Nearburg E x h i b i t s 1, 2, 3, 3A and 6 

were a d m i t t e d i n evidence.) 

MR. CARR: That concludes my d i r e c t e x a m i n a t i o n o f 

Mr. Nearburg. 

EXAMINER STOGNER: I have no q u e s t i o n s o f -- yes, I 

do. 
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EXAMINATION 

BY EXAMINER STOGNER: 

Q. S e c t i o n 16 i s t h e s t a t e acreage; i s t h a t 

c o r r e c t ? 

A. Yes, s i r . 

Q. A l l o f i t , a l l 640 acres? 

A. Le t me l o o k . I do n o t b e l i e v e t h a t i t i s --

yes, I do. I t has a l l s t a t e acreage. There a re c e r t a i n 

p a r t i c u l a r l e a s e s t h a t I c o u l d r e f e r e n c e f r o m a l e t t e r from 

Mr. Prando t o Kerr-McGee, Texaco and Hallwood r e f e r e n c i n g 

two p a r t i c u l a r leases t h a t have been developed on t h e west 

h a l f o f S e c t i o n 16 w i t h a m a r g i n a l Morrow w e l l , and t h e 

s t a t e has r e q u e s t e d development i n t h e e a s t h a l f o f S e c t i o n 

16 f o r d r a i n a g e reasons. 

Q. I n S e c t i o n 15, i s t h a t c l a s s i f i e d as f e e , a l l o f 

i t , 640? 

A. Yes, s i r . 

Q. Do you know, perhaps, what t h e l a n d o f f i c e ' s 

d e a d l i n e i s f o r t h e east h a l f of s e c t i o n 16 t o be 

developed? 

A. From t h e correspondence I ' v e seen t h e r e was no 

d e a d l i n e . They j u s t r e q u e s t e d t h a t a c t i o n be i n i t i a t e d t o 

dev e l o p t h e east h a l f of S e c t i o n 16. I've n o t seen 

a n y t h i n g w i t h a d e a d l i n e i n i t . 

Q. Are you f a m i l i a r w i t h t h a t process when t h e l a n d 
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o f f i c e r e q u e s t s a c t i o n t o be done on a le a s e o r an area? 

A. Not i n t i m a t e l y , no. 

EXAMINER STOGNER: I have no f u r t h e r q u e s t i o n s o f 

Mr. Nearburg a t t h i s t i m e . 

MR. STOVALL: L e t me ask a co u p l e . 

EXAMINATION 

BY MR. STOVALL: 

Q. I assume -- what w e l l has i n i t i a t e d t h e d r a i n a g e 

demand l e t t e r from t h e s t a t e l a n d o f f i c e , do you know? 

Where i s i t ? Not t h e name o f t h e w e l l b u t where i s i t ? 

A. I t ' s t h e i n n e r N o r t h Carlsbad S t a t e Com W e l l 

No. 1. The c o m m u n i t i z a t i o n on t h a t was approved t h a t — 

s t a t e c o m m u n i t i z a t i o n was approved August 13, 1980, 

a f f e c t i n g l eases LG 6632, w i t h Enron C o r p o r a t i o n as t h e 

le s s e e o f r e c o r d , and L 6381, Kerr-McGee l e s s e e o f r e c o r d . 

Q. That's t h e west h a l f o f 16, d i d you say? 

A. These leases a l s o cover p o r t i o n s o f t h e e a s t 

h a l f o f 16. That l e t t e r was w r i t t e n September 28, 1990, by 

F l o y d Prando. 

Q. From t h e s t a n d p o i n t o f r o y a l t y d r a i n a g e 

p r o t e c t i o n , what i s t h i s w e l l g o i n g -- you say i t ' s a 

w o r k i n g i n t e r e s t u n i t w i t h t h e west h a l f o f 15 and e a s t 

h a l f o f 16; i s t h a t c o r r e c t ? 

A. That's t h e c u r r e n t p r o p o s a l t o f a c i l i t a t e 

development of t h e east h a l f o f 16. C u r r e n t l y t h e r e i s no 
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w o r k i n g i n t e r e s t u n i t c o v e r i n g t h e west h a l f o f 16. 

Q. J u s t a c o m m u n i t i z a t i o n agreement? 

A. R i g h t . 

Q. So you are f o r m i n g a — e s s e n t i a l l y a 640 

w o r k i n g i n t e r e s t u n i t ? 

A. I t w i l l be done under an o p e r a t i n g agreement. 

I t w i l l cover t h e east h a l f of 16, t h e west h a l f o f 15 and 

t h e n o r t h h a l f o f S e c t i o n 21, a l l i n 22 South, 27 East. 

Q. I f you d r i l l t h i s w e l l , does t h a t n o t f u r t h e r 

impact p o t e n t i a l d r a i n a g e o f t h e s t a t e l a n d r o y a l t y 

i n t e r e s t ? 

A. Yes, i t does. 

Q. What are t h e p l a n s f o r p r o t e c t i n g t h a t acreage? 

A. As you w i l l see t h e g e o l o g i c t e s t i m o n y , we f e e l 

i t ' s much b e t t e r t o s t a r t i n t h e west h a l f o f 15 due t o t h e 

i n f o r m a t i o n we have. We have proposed t o Kerr-McGee and 

Texaco t h a t w i t h i n one year of d r i l l i n g our w e l l i n t h e 

west h a l f o f 15, we would move t o t h e e a s t h a l f o f 16. 

F r a n k l y , t h e development i n t h e east h a l f o f 16 i s n o t my 

concern, s i n c e I do n o t own any i n t e r e s t i n t h e e a s t h a l f 

of 16. That i s Kerr-McGee, Texaco and Hallwood's problem, 

and Hallwood agreed t o t h e w o r k i n g i n t e r e s t u n i t t o o b t a i n 

g e o l o g i c i n f o r m a t i o n t o develop t h e ea s t h a l f o f 16 i n a 

p r u d e n t manner. 

Q. I un d e r s t a n d t h a t you're n o t o b l i g a t e d — 

HUNNICUTT REPORTING 
SUSAN G. PTACEK, CCR 



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 

A. I n o t h e r words — 

Q. -- t o do a n y t h i n g i n 16, b u t you a r e , i n f a c t , 

e n c r o a c h i n g on 16, which would e x a c e r b a t e any d r a i n a g e 

s i t u a t i o n i n t h a t ? 

A. That's t r u e . I f we d r i l l a d r y h o l e i n t h e west 

h a l f o f 15, t h a t would a l s o a f f e c t our p o s i t i o n on t h e ea s t 

h a l f o f 16. I would t h i n k t h a t once t h e w e l l on t h e west 

h a l f o f 15 i s completed and data i s p r e s e n t e d , a t t h a t t i m e 

t h e -- Mr. Prando may make a d e a d l i n e demand. But a t t h i s 

t i m e he i s n o t . I'm n o t f a m i l i a r w i t h how t h a t p r ocess 

a c t u a l l y works. 

Q. The BLM has g o t more r i g i d p r o c e s s , perhaps, 

t h a n t h e s t a t e l a n d , b u t t h a t i s n o t a m a t t e r i n t h i s case. 

MR. STOVALL: I have no f u r t h e r q u e s t i o n s . 

EXAMINER STOGNER: I have no o t h e r q u e s t i o n s o f 

Mr. Nearburg a t t h i s t i m e , b u t we may wi s h t o r e c a l l him a t 

a l a t e r t i m e . Mr. Carr, you may c o n t i n u e . 

MR. CARR: At t h i s t i m e I would c a l l J e r r y E l g e r . 

JERRY ELGER, 

t h e Witness h e r e i n , h a v i n g been f i r s t d u l y sworn, 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 t h e r e c o r d , 

please? 
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A. J e r r y E l g e r . 

Q. Mr. E l g e r , by whom are you employed? 

A. By Nearburg Producing Company. 

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

d i v i s i o n ? 

A. Yes, I have. 

Q. Were you q u a l i f i e d as an e x p e r t w i t n e s s a t t h a t 

time? 

A. Yes, I was. 

Q. I n what f i e l d o f e x p e r t i s e were you q u a l i f i e d ? 

A. I n geology. 

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

t h i s case on b e h a l f of Nearburg Prod u c i n g Company? 

A. Yes, I am. 

Q. Have you performed a g e o l o g i c a l s t u d y o f t h e 

area t h a t i s t h e s u b j e c t o f t h i s a p p l i c a t i o n ? 

A. Yes, I have. 

Q. Are you f a m i l i a r w i t h Nearburg's proposed w e l l ? 

A. Yes, I am. 

MR. CARR: Mr. Stogner, are Mr. E l g e r ' s q u a l i f i c a t i o n s 

a c c e p t a b l e ? 

EXAMINER STOGNER: Mr. E l g e r i s so q u a l i f i e d . 

Q. (By Mr. Carr) Have you p r e p a r e d c e r t a i n 

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. 
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Q. Would you r e f e r t o what has been marked as 

Nearburg E x h i b i t No. 4, i d e n t i f y t h a t e x h i b i t and t h e n 

r e v i e w t h e i n f o r m a t i o n on t h i s e x h i b i t f o r t h e examiner. 

A. T h i s i s an isopach map of t h e c r i t i c a l Strawn 

zone which i s t h e -- as t h e legend r e f e r s t o down i n t h e 

lower l e f t - h a n d c o r n e r , and a l l t h e p r o d u c i n g w e l l s i n t h e 

v i c i n i t y o f t h e p r o s p e c t are c o l o r - c o d e d , and I would p o i n t 

o u t t h a t t h e Strawn f o r m a t i o n i s i n d i c a t e d by a b l u e shade 

of c o l o r , and t h e w e l l i n t h e n o r t h h a l f o f S e c t i o n 21 has 

t h r e e d i f f e r e n t c o l o r s denoted, o f which one i s b l u e . 

That w e l l was a Strawn producer b u t was n o t --

was n o t a commercial o b j e c t i v e h a v i n g produced l e s s t h a n 

h a l f o f a BCF o f gas from t h e Strawn. And i t ' s t h e o n l y 

Strawn p r o d u c e r i n t h e area o u t s i d e o f t h e w e l l s down i n 

t h e s o u t h e a s t p a r t o f S e c t i o n 22 and t h e n s o u t h h a l f o f 23 

and t h e b l u e w e l l s t o t h e so u t h e a s t o f t h e p r o s p e c t area. 

T h i s map i s an isopach map o f t h e key c l e a n 

c a r b o n a t e b u i l d u p t h a t ' s i n d i c a t e d on E x h i b i t 5, which i s a 

t w o - w e l l c r o s s s e c t i o n o f t h e Strawn, which i n c l u d e s w e l l s 

b o t h t o t h e east o f t h e proposed d r i l l s i t e and t o t h e 

southwest, i n c l u d i n g t h e p e r f o r a t i o n s i n t h e Coquina 

N i c h o l s which i s t h e p r o d u c t i v e i n t e r v a l i n t h e w e l l i n t h e 

n o r t h h a l f o f S e c t i o n 21. 

As you can see on t h e isopach map, t h e Coquina 

N i c h o l s w e l l has 186 f e e t o f c l e a n c a r b o n a t e s e c t i o n o f 
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which t h e p o r o s i t y has been shaded r e d , and i t r e p r e s e n t s 

t h e t h i c k e s t Strawn s e c t i o n of any w e l l s s u r r o u n d i n g t h e 

proposed d r i l l s i t e . 

Now, Nearburg i n c o m p i l i n g t h i s map, b o t h w e l l 

l o g i n f o r m a t i o n and one s e i s m i c l i n e were u t i l i z e d . The 

s e i s m i c l i n e i s n o t p r o p r i e t a r y t o Nearburg b u t was --

which d i d have access and a g e o p h y s i c i s t was a l l o w e d t o 

work t h e d a t a , and t h a t l i n e extended t h r o u g h t h i s key 

w e l l , which i s t h e Coquina N i c h o l s w e l l i n t h e n o r t h h a l f 

o f 21 and d i a g o n a l l y t o t h e n o r t h e a s t across t h e 

proposed -- or j u s t south of t h e proposed d r i l l s i t e i n t h e 

ea s t h a l f o f S e c t i o n 15, extended on i n t o S e c t i o n 11. 

J u s t t o summarize what t h a t s e i s m i c l i n e showed 

was — and i t was v e r y d i f f i c u l t t o d e t e r m i n e . The q u a l i t y 

o f t h e l i n e was f a i r l y poor. But t h e r e was evidence t h a t a 

t h i c k e n i n g i n t h e Strawn was o c c u r r i n g i n t h e n o r t h w e s t 

q u a r t e r o f S e c t i o n 15. The maximum t h i c k n e s s b e i n g v e r y 

c l o s e t o t h e proposed l o c a t i o n . So t h e c o m b i n a t i o n o f w e l l 

s i t e — t h e c o m b i n a t i o n of w e l l evidence and t h e 

g e o p h y s i c a l l i n e s u p p o r t s t h i s i n t e r p r e t a t i o n t h a t t h e 

Strawn i s -- t h e isopach i n t e r v a l b u i l d s up t o p o t e n t i a l l y 

over 2 00 f e e t i n an area e x t e n d i n g from near t h e Coquina 

N i c h o l s w e l l across t h e sou t h -- or t h e ea s t h a l f o f 

S e c t i o n 16 and on i n t o t h e n o r t h w e s t q u a r t e r o f S e c t i o n 15. 

Q. Now, Mr. E l g e r , t h e p r i m a r y o b j e c t i v e i n t h e 

HUNNICUTT REPORTING 
SUSAN G. PTACEK, CCR 



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 

16 

w e l l i s g o i n g t o be t h e Strawn; i s t h a t c o r r e c t ? 

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

Q. What you are hoping t o h i t here i s one o f the s e 

Strawn pods o f a l i m i t e d a e r i a l e x t e n t ; i s t h a t c o r r e c t ? 

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

Q. Why c o u l d n ' t you move t h e w e l l t o a s t a n d a r d 

l o c a t i o n ? 

A. W e l l , t h e Strawn -- t h e n a t u r e o f t h e Strawn o u t 

here which i s carbonate b u i l d u p s a s s o c i a t e d w i t h a s h e l f 

m argin t h a t runs from t h e n o r t h w e s t -- or n o r t h e a s t t o t h e 

southwest i n c l u d e s p r o d u c t i o n i n f i e l d s such as Lusk and 

Golden Lane and B i g Eddy Strawn f i e l d and on down t o t h e 

southwest o f t h i s area i n t h e F r o n t i e r H i l l s i s such t h a t 

t h e c a r b o n a t e b u i l d s up a t a v e r y -- i n v e r y l o c a l i z e d 

areas and v e r y r a p i d f a s h i o n . I n o t h e r words, o f f s e t 

l o c a t i o n s can b u i l d up from any where from 50 f e e t t o 2 t o 

300 f e e t o r g r e a t e r t h i c k n e s s e s i n v e r y s h o r t d i s t a n c e s . 

For t h a t reason, w i t h t h e s e i s m i c evidence and t h e 

g e o l o g i c a l evidence suggested by t h i s map, t h e proposed 

l o c a t i o n has been p u t a t an optimum -- has been l o c a t e d t o 

o p t i m i z e t h e p r o b a b i l i t y o f e n c o u n t e r i n g a t h i c k Strawn 

i n t e r v a l . 

Q. I f you move 330 f e e t t o t h e e a s t , do you have an 

o p i n i o n as t o whether or n o t you would s t i l l be i n t h e 

Strawn? 
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A. There would be a p r o b a b i l i t y t h a t would be much 

t h i n n e r o r noncommercial. 

Q. I n your o p i n i o n , w i l l d e v e l o p i n g t h i s Strawn pod 

w i t h t h e w e l l l o c a t e d as proposed by Nearburg enable you t o 

be s t produce t h e r e s e r v e s t h a t you are h o p i n g a re i n t h e 

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

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

Q. I n t h i s pod? 

A. Yes. 

Q. You are s h a r i n g t h e i n f o r m a t i o n w i t h t h e 

o f f s e t t i n g o p e r a t o r t o t h e west? 

A. Yes. 

Q. Do you have a n y t h i n g f u r t h e r t o add t o your 

t e s t i m o n y ? 

A. No. 

MR. CARR: At t h i s t i m e , Mr. Stogner, we would move 

ad m i s s i o n o f Nearburg E x h i b i t s 4 and 5. 

EXAMINER STOGNER: E x h i b i t s 4 and a w i l l be a d m i t t e d 

i n t o e v i d e n c e . 

(Nearburg E x h i b i t s 4 and 5 were 

a d m i t t e d i n evidence.) 

MR. CARR: One f i n a l q u e s t i o n . 

Q. (By Mr. Carr) Mr. E l g e r , i n your o p i n i o n , w i l l 

a p p r o v a l o f t h i s a p p l i c a t i o n be i n t h e b e s t i n t e r e s t o f 

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

A. Yes. 

MR. CARR: That's a l l I have, Mr. Stogner. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. E l g e r , d i d you prep a r e E x h i b i t No. 4? 

A. I t was prepared under my s u p e r v i s i o n , b o t h 

e x h i b i t s . 

Q. Mr. Carr asked you i f moving 330 f e e t t o t h e 

ea s t would a f f e c t t h i s w e l l , and you r e p l i e d t h a t i t c o u l d 

p o s s i b l y be t h i n n e r . L et me s t r e t c h t h i s o u t a l i t t l e b i t . 

How about i f you move about 4 0 0 - f o o t t o t h e n o r t h and east? 

We're l o o k i n g a t your map here, E x h i b i t 4. Why c o u l d n ' t 

you move i n t h a t d i r e c t i o n t o a s t a n d a r d l o c a t i o n ? 

A. W e l l , we're a l i t t l e b i t concerned b o t h about 

t h e q u a l i t y o f t h e s e i s m i c data from which t h i s 

i n t e r p r e t a t i o n was d e r i v e d , and t h e f a c t t h a t by moving 

t h a t d i r e c t i o n you would be moving i n essence c l o s e r t o t h e 

w e l l i n t h e s o u t h h a l f o f S e c t i o n 10 which was o b v i o u s l y 

d r y i n t h e Strawn, h a v i n g encountered o n l y 87 f e e t o f 

ca r b o n a t e -- c l e a n carbonate s e c t i o n w i t h no a p p a r e n t 

p o r o s i t y . 

I f you r e f e r back t o E x h i b i t 5, you w i l l see 

t h a t t h e main p o r o s i t y u n i t i n t h e Strawn and t h e Coquina 

N i c h o l s w e l l i s r o u g h l y from 10410 t o 10490. I t ' s r o u g h l y 

HUNNICUTT REPORTING 
SUSAN G. PTACEK, CCR 



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 

19 

a 9 0 - f o o t p o r o s i t y u n i t . That's p r o b a b l y where most o f t h e 

r e s e r v e s came from i n t h a t w e l l , t h e h a l f o f BCF. You w i l l 

see by t h e l i t t l e dashed l i n e a t t h e t o p o f t h a t p o r o s i t y 

u n i t t h a t c o r r e s p o n d i n g t o t h e t h i c k n e s s , t h e i n c r e a s e o f 

t h i c k n e s s o f Strawn, we're hoping t o and as a g e n e r a l r u l e 

you can a l s o t h i c k e n t h a t p o r o s i t y u n i t . 

And t h a t ' s , o f course, what we're t r y i n g t o do; 

and we're u s i n g a l i t t l e b i t o f -- we're a l i t t l e b i t 

h e s i t a n t t o move e i t h e r t o t h e east towards — t h e w e l l up 

i n t h e e a s t h a l f o f S e c t i o n 15 t h a t was d r y i n t h e Strawn 

and a l s o t o t h e n o r t h t o t h a t w e l l t h a t was d r y i n t h e 

Strawn i n t h e sou t h h a l f o f 10. I mean t h a t ' s t h e b a s i c 

reason. We would be moving away from a key show w e l l , i s 

t h e Coquina N i c h o l s w e l l . 

Q. That's t h e w e l l i n t h e n o r t h h a l f o f S e c t i o n 

21 — 

A. Yes. 

Q. -- you are r e f e r r i n g t o ? There i s a w e l l i n t h e 

extreme s o u t h e a s t s o u t h e a s t q u a r t e r o f S e c t i o n 16 w i t h no 

f o o t a g e denoted. I t ' s n o t denoted nor i s t h e r e a --

A. That w e l l i s n o t deep enough. 

Q. Okay. How does t h i s pod i n t h i s area d i f f e r 

f rom t h e one down i n t o t h e south and e a s t o f t h i s area t h a t 

you show i n S e c t i o n s 26, 23 and 27? 

A. W e l l , t h e y c o u l d be -- a l o t o f t i m e s t h e 
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geometry o f the s e pods i s n o t r e g u l a r . I t ' s n o t -- and t h e 

pods themselves, t h e b e t t e r p r o d u c t i o n comes o u t o f t h e 

main c a r b o n a t e masses themselves, and some o f t h e w e l l s 

t h a t a r e f r i n g e w e l l s around -- t h a t a r e o f l e s s e r 

t h i c k n e s s t h a n t h e w e l l s t h a t are developed i n t h e main 

p a r t o f t h e masses are r e a l l y p r o d u c i n g p r o b a b l y f r o m 

c a r b o n a t e d e t r i t a l aprons t h a t are shed o f f o f t h e main 

c a r b o n a t e p i n n a c l e s , i f you want t o c a l l them t h a t . 

The w e l l i n S e c t i o n 26, i n t h e n o r t h w e s t q u a r t e r 

o f 26, has an extreme t h i c k n e s s of c a r b o n a t e . P r o b a b l y 

p e n e t r a t e d one o f t h e p i n n a c l e s r a t h e r t h a n t h e c a r b o n a t e 

aprons. Of course, you can see t h e r e l a t i o n s h i p o f t h a t 

w e l l t o t h e o t h e r w e l l d r i l l e d i n S e c t i o n 26, where 120 

f e e t o f carb o n a t e was encountered, c l e a n c a r b o n a t e s e c t i o n , 

and was p r o b a b l y n o t p r o d u c t i v e i n t h e Strawn. 

So i t ' s -- t h e p r e d i c t a b i l i t y o f t h e p o r o s i t y 

i s -- t h e p r e d i c t a b i l i t y o f t h e p i n n a c l e s i s -- p o r o s i t y i n 

t h e p i n n a c l e s i s much g r e a t e r t h a n t h e p r e d i c t a b i l i t y o f 

t h e p o r o s i t y i n t h e carbon aprons s u r r o u n d i n g them. We're 

ho p i n g t o a t t h e proposed d r i l l s i t e i n 15 enc o u n t e r one o f 

t h e main p i n a c l e masses. 

Q. When I l o o k a t t h e b l u e w e l l s , showing Strawn 

p r o d u c t i o n on t h e r e E x h i b i t No. 4, I show some here t h a t 

have p r o d u c t i o n and t h e y ' r e 75 f e e t i n S e c t i o n 33, and 

S e c t i o n 17 I show a 5 6 - f o o t . 
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A. Here, a g a i n , most o f those a re p r o d u c i n g j u s t 

f r o m j u s t t h i n d e t r i t a l sequences, you know, where you 

develop t h e 5 or 10 f e e t o f p o r o s i t y w i t h i n t h a t c l e a n 

s e c t i o n t h a t ' s i n d i c a t e d by t h e number by t h e w e l l symbol. 

I n most i n s t a n c e s t h e y ' r e n o t r e a l l y commercial t o d r i l l 

f o r . The main commercial p r o d u c t i o n f r o m t h e Strawn i s 

a g a i n f r o m t h e main p i n a c l e masses, such as t h a t w e l l i n 

S e c t i o n 26, n o r t h w e s t of 26, where I b e l i e v e was an 

e x c e l l e n t w e l l . 

Q. I f t h i s w e l l was approved, you would e s s e n t i a l l y 

have two p r o d u c i n g w e l l pods a t t h i s t i m e . How would t h e 

r e s e r v o i r be a f f e c t e d w i t h a t h i r d w e l l d r i l l e d a t a 

s t a n d a r d l o c a t i o n i n t h e west h a l f o f -- I mean t h e ea s t 

h a l f o f S e c t i o n 16? How would t h a t a f f e c t t h e o v e r a l l 

p r o d u c t i o n and r e s e r v o i r energy use o f t h i s p a r t i c u l a r pod, 

i f i t does indeed show t o be as you have i n d i c a t e d on 

E x h i b i t 4? 

A. How would i t a f f e c t t h e --

Q. The p r o d u c a b i l i t y o f t h e r e s e r v o i r ? 

A. P r o d u c a b i l i t y o f i t ? 

Q. Yes. 

A. I imagine -- i t would p r o b a b l y be -- t h e y 

p r o b a b l y would be i n communication. I would t h i n k , based 

on t h e s i z e o f t h e i n t e r p r e t a t i o n o f t h i s mass, t h a t b o t h 

o f t h o s e w e l l s would share i n -- be commercial Strawn 
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p r o d u c e r s . We would hope t h e y would be. O b v i o u s l y , i f t h e 

w e l l i n 15 i s n o t c l e a r commerical, you know, what we do i n 

16 -- t h e i n f o r m a t i o n gained on 15 w i l l be a g r e a t 

d e t e r m i n i n g f a c t o r on what t h e development o f t h e e a s t h a l f 

o f 16. 

Q. Wouldn't a w e l l d r i l l e d a t a s t a n d a r d l o c a t i o n 

i n t h e west h a l f o f 15 g i v e you t h e same i n f o r m a t i o n ? 

A. Here, a g a i n , i t ' s k i n d o f a judgment based on 

b o t h -- on t h e su b s u r f a c e geology and t h e s e i s m i c 

i n t e r p r e t a t i o n as t o where t h e maximum p o t e n t i a l f o r 

e n c o u n t e r i n g commercial r e s e r v e s would be, and t h a t ' s 

r e l a t e d t o -- r e l a t e d t o r i s k and we f e e l l i k e t h e proposed 

l o c a t i o n i s l e s s a r i s k y l o c a t i o n f o r t h e Strawn, f o r 

commerical r e s e r v e s i n t h e Strawn, t h a n a s t a n d a r d l o c a t i o n 

would be. 

Q. Have you done any geology i n t h e Morrow 

f o r m a t i o n i n t h i s area? How a w e l l a t an unor t h o d o x 

l o c a t i o n would a f f e c t t h e d r a i n a g e o f t h e Morrow? 

A. I have n o t . 

Q. But you are a s k i n g f o r a Morrow no n s t a n d a r d 

l o c a t i o n ; i s t h a t t r u e ? 

A. Yes. 

Q. Why d i d n ' t you do any g e o l o g i c a l l o o k a t t h a t ? 

A. W e l l , because t h e Strawn i s t h e main o b j e c t i v e . 

The Morrow, t h e accuracy -- we're a t l e a s t h a l f a m i l e 
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distancewise i n any d i r e c t i o n t o the c l o s e s t Morrow 

p e n e t r a t i o n . I bel i e v e the w e l l i n the south h a l f of 10 

has 87 f e e t . Most of the w e l l s t h a t you see numerical 

values f o r the Strawn are also Morrow p e n e t r a t i o n s . The 

w e l l t o the n o r t h -- i n the southwest of 10 w i t h 87 f e e t 

was dry i n the Morrow also. The w e l l i n Section 22, west 

h a l f of 22, the cl o s e s t w e l l t o the south other than the 

Nichols w e l l , was also dry i n the Strawn. And the w e l l i n 

the east h a l f of 15 was also dry -- I mean the Morrow, i n 

the Morrow formation. 

Therefore, we d i d n ' t f e e l i t was -- of a great 

value. We d i d n ' t t h i n k we could make any great 

d e t e r m i n a t i o n as t o the value of the Morrow other than the 

s e r e n d i p i t y or luck f a c t o r i n encountering some gas-bearing 

sand w i t h i n what s e c t i o n . The accuracy of the geology 

would be g r e a t l y diminished by the distance t o a l l these 

other wellbores. 

Q. With t h a t t h i n k i n g , there are more Morrow w e l l s 

than t h e r e are Strawn, so the accuracy i n which you j u s t 

a l l u d e d t o i n the Morrow also goes f o r the Strawn; i s t h a t 

c o r r e c t ? 

A. Other than the value of the seismic l i n e , which 

was supplied here, the value of t h a t seismic l i n e of no 

value i n determining the presence or absence of 

hydrocarbons i n the Morrow. But i t i s i n determining the 
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t h i c k n e s s v a l u e f o r t h e p o t e n t i a l b u i l d up o f t h e Strawn 

mass. T h e r e f o r e , i t had -- i t had v a l u e f o r one s e c t i o n 

b u t n o t t h e o t h e r . 

EXAMINER STOGNER: Are t h e r e any o t h e r q u e s t i o n s o f 

t h i s w i t n e s s ? 

MR. STOVALL: Yes. 

EXAMINATION 

BY MR. STOVALL: 

Q. T h i s isopach map i s j u s t your i n t e r p r e t a t i o n o f 

some v e r y l i m i t e d d a t a , i s i t not? 

A. W e l l , a g a i n , i t ' s a c o m b i n a t i o n o f 

i n t e r p r e t a t i o n o f t h e se i s m i c — t h e s e i s m i c d a t a and what 

was gleaned from t h e s e i s m i c l i n e , t h e i n f o r m a t i o n gleaned 

from i t . 

Q. I s i t p o s s i b l e t h a t t h a t pod c o u l d be o r i e n t e d 

s l i g h t l y d i f f e r e n t l y o r be d i f f e r e n t s i z e o r somewhat 

d i f f e r e n t shape? 

A. There i s d e f i n i t e l y -- you know, i t c o u l d have 

some v a r i a t i o n s t o i t , yes. 

Q. Con c e i v a b l y , say t h a t t h i c k s e c t i o n , t h e s e c t i o n 

w i t h i n your 2 0 0 - f o o t c i r c l e , c o u l d t h a t p o s s i b l y be w i d e r 

or o r i e n t e d a l i t t l e more t o t h e e a s t or b r i n g you -- i n 

such a way t o b r i n g i t f u r t h e r south? 

A. I don't t h i n k i t c o u l d be o r i e n t e d anymore t o 

t h e e a s t . I t c o u l d p o s s i b l y be o r i e n t e d i n one d i r e c t i o n 
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north or south. 

Q. But i f i t were — i f i t were, say, s l i g h t l y w i d e r 

or c o n c e i v a b l y c o u l d come t o t h e s o u t h , t h e n s o u t h and east 

a r e a s t a n d a r d l o c a t i o n ? I s t h a t — i f someone were t o make 

a d i f f e r e n t -- i f you were t o make -- you or any o t h e r 

g e o l o g i s t t o make a d i f f e r e n t i n t e r p r e t a t i o n i s t h a t --

would t h a t be reasonable? 

A. They might i n t e r p r e t t h e dat a d i f f e r e n t . 

Q. And would n o t coming f u r t h e r s o u t h g e t you a 

l i t t l e b i t c l o s e r t o t h e good w e l l i n S e c t i o n 21? 

A. To t h e south? 

Q. To t h e s o u t h , b r i n g i n g t h e l o c a t i o n s o u t h . 

A. Based on se i s m i c l i n e I would say -- I would 

h e s i t a t e t o move so u t h anymore t h a n what we a l r e a d y have. 

Ag a i n , t h e s e pods are developed -- t h e whole Strawn 

c a r b o n a t e s h e l f — s h e l f margin a l o n g which t h e s e c a r b o n a t e 

mounds are developed i s o r i e n t e d n o r t h e a s t southwest s t r i k e , 

a g a i n f r o m Lusk t o Golden Lane and B i g Eddy and doiwn t o 

F r o n t i e r H i l l s , and t h a t ' s t h e d i r e c t i o n o f e l o n g a t i o n o f 

the s e p i n n a c l e s a l s o . That's why a l o t o f t h e 

i n t e r p r e t a t i o n t h a t you see b e f o r e you i s o r i e n t e d t o t h e 

n o r t h e a s t from t h a t Coquina N i c h o l s w e l l . 

Q. Was I c o r r e c t i n h e a r i n g you say t h e s e i s m i c was 

n o t one o f t h e b e t t e r s e i s m i c l i n e s you have seen? 
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A. I t was n o t u s e f u l f o r p i c k i n g t h e t o p o f t h e 

Strawn. As you can see i n t h e cr o s s s e c t i o n , t h e t o p o f t h e 

Strawn i s i n d i c a t e d by a -- by a f a c i e s change f r o m — n o t a 

f a c i e s change, b u t a v e r t i c a l change from s h a l e i n t o a c l e a n 

c a r b o n a t e s e c t i o n . That r e f l e c t i o n s u r f a c e was v e r y 

d i f f i c u l t t o p i c k . But t h e r e was -- you were a b l e t o see 

evidence t h a t t h e r e was a s o r t o f a drape, i f you'd c a l l i t , 

as — s i m i l a r t o what's d i s p l a y e d on t h e c r o s s s e c t i o n 

between t h e Coquina N i c h o l s and o f f t o t h e n o r t h w e s t q u a r t e r 

of S e c t i o n 15. That drape i n f e r s t o be r e f l e c t i n g a t h i c k e r 

c a r b o n a t e massive l i n e u n i t down below t h e t o p o f t h e 

Strawn, which i s t h e major isopach -- or t h e i s o p a c h 

i n t e r v a l t h a t ' s u t i l i z e d t o b u i l d t h i s map. 

Q. You don't have t h a t s e i s m i c w i t h you? 

A. No. 

MR. STOVALL: No f u r t h e r q u e s t i o n s . 

EXAMINER STOGNER: Are t h e r e any o t h e r q u e s t i o n s o f 

t h i s w i t n e s s ? 

MR. CARR: No q u e s t i o n s . 

EXAMINER STOGNER: He may be excused. A n y t h i n g 

f u r t h e r ? 

MR. CARR: N o t h i n g f u r t h e r , Mr. Stogner. 

EXAMINER STOGNER: Anybody e l s e have a n y t h i n g f u r t h e r 

i n case 10297? I f n o t , t h i s case w i l l be t a k e n under 
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advisement. 

(Whereupon, t h e h e a r i n g was concluded a t t h e 

appr o x i m a t e hour o f 10:30 a.m.) 

* * * 

HUNNICUTT REPORTING 
SUSAN G. PTACEK, CCR 



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 

28 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE 

REPORTER'S CERTIFICATE 

I , Susan G. Ptacek, a C e r t i f i e d Court R e p o r t e r and 

Not a r y P u b l i c , do HEREBY CERTIFY t h a t I s t e n o g r a p h i c a l l y 

r e p o r t e d t h e proce e d i n g s b e f o r e t h e O i l C o n s e r v a t i o n 

D i v i s i o n , and t h a t t h e f o r e g o i n g i s a t r u e , complete and 

a c c u r a t e t r a n s c r i p t of t h e proce e d i n g s o f s a i d h e a r i n g as 

appears from my s t e n o g r a p h i c notes so t a k e n and t r a n s c r i b e d 

under my p e r s o n a l s u p e r v i s i o n . 

I FURTHER CERTIFY t h a t I am n o t r e l a t e d t o nor employed 

by any o f t h e p a r t i e s h e r e t o , and have no i n t e r e s t i n t h e 

outcome t h e r e o f . 

DATED a t Santa Fe, New Mexico, t h i s 7 t h day o f June, 

1991. 

My Commission E x p i r e s : 
December 10, 1993 

C e r t i f i e d Court R e p o r t e r 
N o t a r y P u b l i c 

Oil Conservation Division 

HUNNICUTT REPORTING 
SUSAN G. PTACEK, CCR 


