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

9:10 a.m.: 

EXAMINER STOGNER: C a l l next case, Number 11,316. 

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

f o r an unorthodox o i l w e l l l o c a t i o n , 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 

i n a s s o c i a t i o n w i t h Tom Lowry, a member of the Texas Bar 

and an at t o r n e y f o r Marathon O i l Company. 

We represent the Applicant i n t h i s case, and we 

have one witness t o be sworn. 

EXAMINER STOGNER: W i l l he witness please stand 

t o be sworn a t t h i s time? 

(Thereupon, the witness was sworn.) 

KURT A. MILLER, 

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. M i l l e r , f o r the record would you please s t a t e 

your name and occupation? 

A. My name i s Kurt M i l l e r , and I'm a g e o l o g i s t f o r 

Marathon O i l Company. 

STEVEN T. BRENNER, CCR 
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Q. On p r i o r occasions, Mr. M i l l e r , have you 

t e s t i f i e d before t h i s agency as an expert i n petroleum 

geology? 

A. Yes, I have. 

Q. Have you prepared a geologic study i n a s s o c i a t i o n 

w i t h others t o determine where w i t h i n t h i s p a r t i c u l a r area, 

which includes Section 3 3, t h a t you and your company d e s i r e 

t o l o c a t e a w e l l f o r the Bli n e b r y and the Drinkard? 

A. Yes. 

Q. Have you completed a geologic study t o t e l l you 

what the optimum l o c a t i o n is? 

A. Yes, we have. 

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

recommendation t o the D i v i s i o n Examiner? 

A. We are — We would l i k e an unorthodox l o c a t i o n a t 

— i n Section 33, at 2210 f e e t from the south l i n e and 1310 

f e e t from the east l i n e . 

Q. The reasons f o r t h a t l o c a t i o n are based upon a 

combination of geology and a topographic reason? 

A. That i s c o r r e c t . We o r i g i n a l l y proposed a 

l o c a t i o n 100 f e e t t o the n o r t h of t h a t l o c a t i o n . However, 

we had some surface problems w i t h high-pressure i n j e c t i o n 

and gas l i n e s . 

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

would tender Mr. M i l l e r as an expert g e o l o g i s t . 

STEVEN T. BRENNER, CCR 
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EXAMINER STOGNER: Mr. M i l l e r i s so q u a l i f i e d . 

Q. (By Mr. Ke l l a h i n ) Mr. M i l l e r , l e t ' s take E x h i b i t 

1, which i s the l o c a t o r map, and describe some of the basic 

i n f o r m a t i o n t o the D i v i s i o n . 

F i r s t of a l l , what's the s i g n i f i c a n c e of the 

c o l o r code, the yellow code? 

A. The yellow color-coded area i s where Marathon has 

a hundred percent working i n t e r e s t on those leases. 

Q. A l l r i g h t , l e t ' s deal s p e c i f i c a l l y w i t h the n o r t h 

h a l f of the southeast quarter. That 80-acre t r a c t , does 

t h a t , t o the best of your knowledge, c o n s t i t u t e a s i n g l e 

lease? 

A. That i s a s i n g l e lease, yes. 

Q. And Marathon has obtained the r i g h t t o d r i l l t h a t 

lease, based upon an arrangement w i t h Shell? 

A. Yes, we obtained a term assignment from S h e l l , 

and we have the r i g h t s t o the nonunitized i n t e r v a l s , which 

includes the B l i n e b r y as the main o b j e c t i v e . 

Q. As t o the B l i n e b r y and as t o the Drinkard, both 

of those formations, i f productive, would be spaced upon 

40-acre o i l spacing, would they not? 

A. That would be the standard spacing, yes. 

Q. And the red dot, w h i l e i t ' s q u i t e l a r g e and 

st r a d d l e s both 40s, the w e l l , i n f a c t , i s t o loc a t e d i n the 

4 0 acres t h a t ' s t o the east. 
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A. That's c o r r e c t . 

Q. I t would be the northeast of the southeast, t h a t 

t r a c t ? 

A. Right, 

Q. A l l r i g h t . The dashed inner square represents 

what? 

A. That i s the standard setback f o r each 4 0-acre 

p r o r a t i o n u n i t , 330 f e e t from each l i n e . 

Q. A l l r i g h t . The surface l i m i t a t i o n i n t h i s area 

d e a l t w i t h p i p e l i n e s ? 

A. Yes, i t d e a l t w i t h high-pressure w a t e r - i n j e c t i o n 

l i n e s — there's a w a t e r f l o o d i n the area — and also a 

high-pressure gas l i n e . 

Q. A l l r i g h t . And moving i t 100 f e e t t o the south, 

then, as c u r r e n t l y r e a d v e r t i s e d on the docket, avoids those 

type of l i m i t a t i o n s ? 

A. Yes, t h a t i s c o r r e c t . 

Q. And does t h a t l o c a t i o n s t i l l a f f o r d you an 

o p p o r t u n i t y , g e o l o g i c a l l y , t o access both of these 

r e s e r v o i r s ? 

A. Yes, and i t ' s based p r i m a r i l y on l o c a t i o n f o r the 

B l i n e b r y , i s the primary o b j e c t i v e . 

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

l o c a t i o n w i t h i n t h a t 40-acre t r a c t , as opposed t o a 

standard l o c a t i o n ? 

STEVEN T. BRENNER, CCR 
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A. Yes, we believe at a standard l o c a t i o n we would 

not be able t o encounter the g e o l o g i c a l l y f a v o r a b l e 

p o s i t i o n w i t h i n the Blinebry Reef. 

Q. Are those geologic conclusions based upon seismic 

information? 

A. P r i m a r i l y , yes. 

Q. Was the seismic i n f o r m a t i o n evaluated by you w i t h 

the assistance of a geophysicist? 

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

Q. Let's describe the process, then. I f y o u ' l l t u r n 

t o E x h i b i t 2, i d e n t i f y f o r the D i v i s i o n what you're 

re p r e s e n t i n g w i t h t h a t e x h i b i t . 

A. This e x h i b i t i s j u s t a sh o t - p o i n t map showing 

t h a t we have continuous 3-D seismic coverage over the 

e n t i r e map area. I t i s a c t u a l l y p a r t of a much l a r g e r 

105-square-mile group shoot over the Vacuum f i e l d and shows 

t h a t we have continuous coverage over the area i n question. 

Q. A l l r i g h t , s i r , l e t ' s t u r n , then, t o E x h i b i t 3. 

Describe f o r us the surface t h a t you're mapping here. 

A. This i s a -- This i s mapped on a Lower B l i n e b r y 

— top of the Lower Blin e b r y c o r r e l a t i o n p o i n t , and the r e 

are w e l l data c o n t r o l p o i n t s . 

A l o t of the w e l l s shown here are a c t u a l l y 

shallow w e l l s , which do not give us c o n t r o l , but a l l of the 

w e l l s t h a t have penetrated the B l i n e b r y have a 

STEVEN T. BRENNER, CCR 
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corresponding subsurface s t r u c t u r a l top. 

Q. A l l r i g h t , l e t ' s see how t h a t works. I f y o u ' l l 

look i n the t a r g e t 40-acre t r a c t , t h e r e are t h r e e e x i s t i n g 

wellbores, only one of which has a subsea datum p o i n t next 

t o i t ; i s t h a t correct? 

A. That i s c o r r e c t , and t h a t i s the only 

p e n e t r a t i o n . Most of those w e l l s are p r o d u c t i v e out of the 

Abo Reef u n i t , which i s a deeper producing h o r i z o n . 

Q. So as we look at the d i s p l a y , i f we f i n d a black 

dot t h a t has an accompanying subsea e l e v a t i o n on the 

s t r u c t u r e map, then t h a t i s a data p o i n t by w rhich you've 

a c t u a l l y penetrated the top of t h i s Lower B l i n e b r y 

s t r u c t u r e ? 

A. That i s c o r r e c t , and there i s only one B l i n e b r y 

producer i n the area, which i s shown by the green dot. 

Q. A l l r i g h t . And t h a t would be the t r a c t up t o the 

northeast? 

A. Correct. 

Q. Describe f o r us what you see as a g e o l o g i s t t h a t 

causes you t o conclude t h a t you need the unorthodox 

l o c a t i o n . 

A. Well, t h i s map, as I s a i d , i s based on geologic 

data and geophysical da. t a , t y i n g i n the 2-A time s t r u c t u r a l 

r 
map w i t h the subsurface data. 

And on_-the_..seismic data__y_ou d_o__se_e_a__rjaef 

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 

10 

bu i l d u p , a t h i c k e n i n g of the carbonate u n i t w i t h i n the 

Bl i n e b r y formation, which occurs "straddTlTig those two 40-

acre p r o r a t i o n u n i t s , so t h a t the s t r u c t u r a l high shown by 

the contour, minus_2_750 . f e e t n e a r our proposed l o c a t i o n , 

i s the top of t h a t reef buildup. 

Q. When you look a t the top of the reef b u i l d u p , 

w i t h i n other p o r t i o n s of t h a t shape, you're simply l i m i t e d 

by surface c o n s t r a i n t s on l o c a t i n g the w e l l , are you not? 

A. That i s c o r r e c t , and we d i d make an attempt t o be 

orthodox l o c a t i o n i n regard t o the lease t o the n o r t h . 

Q. A l l r i g h t . And so the encroachment, then, i s 

only between the two spacing u n i t s t h a t have the same base 

lease? . ~. 

A. Right, w i t h i n the same base lease. 

Q. This deals w i t h the Bl i n e b r y . Do you have a type 

l o g so t h a t we can see what your r e l a t i o n s h i p i s w i t h t h i s 

s t r u c t u r e map and a type log? 

A. Yes, the type log i s E x h i b i t Number 4, which 

shows the B l i n e b r y , top of the Bl i n e b r y f o r m a t i o n . This 

map was a c t u a l l y made on the top of the Lower B l i n e b r y , 

which, on the type l o g , would occur a t approximately 6850 

f e e t . 

Q. A l l r i g h t . And the other p o t e n t i a l , r e s e r v o i r 

t h a t you want t o t e s t would be the Drinkard? 

A. That i s c o r r e c t , and on the type l o g t h a t top of 

STEVEN T. BRENNER, CCR 
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Drinkard i s about 7900 f e e t . 

Q. When you're looking f o r the o p p o r t u n i t y t o 

produce out of the Bli n e b r y , i s i t -- i s s t r u c t u r e of 

s i g n i f icance? 

A. The s t r u c t u r e i s s i g n i f i c a n t i n t h a t i t i n d i c a t e s 

where the s t r u c t u r a l or the carbonate buildup has occurred 

w i t h i n t h a t reef u n i t , so t h a t the higher on top of t h a t 

s t r u c t u r e i s a t h i c k e r reef buildup, and we f e e l t h a t t h a t 

would be the porous r e s e r v o i r i n t e r v a l . 

Q. When we move t o Map 5, we're l o o k i n g a t the 

Drinkard. Would you i d e n t i f y and describe t h a t d i s p l a y f o r 

us? 

A. Yes, t h a t i s a subsurface map done on the 

Drinkard w i t h , again, penetrations of the Drinkard shown 

w i t h w e l l s t h a t have a subsurface s t r u c t u r a l t op. The 

green dots are Drinkard producers. 

The w e l l located j u s t northeast of our proposed 

l o c a t i o n has a c t u a l l y been plugged back from the Drinkard. 

That's a Marathon-operated w e l l . We've plugged back from 

the Drinkard i n t h a t w e l l and have completed w i t h i n the 

Bl i n e b r y i n t e r v a l . 

Q. I s there a component of s t r u c t u r e t h a t i s of 

s i g n i f i c a n c e t o you as a g e o l o g i s t when you look a t the 

Drinkard p o t e n t i a l ? 

A. Yes, i t ' s s i g n i f i c a n t i n regard t o the Drinkard 

STEVEN T. BRENNER, CCR 
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and t o the Bl i n e b r y i n t h a t you see a t r e n d t h e r e where you 

come from the northwest, and i t ' s f a i r l y f l a t , a lower 

l e a f , and then you have a very steeply d i p p i n g p r o f i l e o f f 

t o the southeast, and t h a t i s the Drinkard s h e l f margin 

where -- i t ' s a favorable l o c a t i o n f o r reef buildups 

o c c u r r i n g and i s a c t u a l l y — defines the other r e e f u n i t s . 

The main reef producing i n t e r v a l out here would 

be the Abo reef u n i t , which trends along t h a t same s h e l f 

margin. 

Q. W i l l approval of t h i s proposed unorthodox 

l o c a t i o n a f f o r d the op p o r t u n i t y t o Marathon and the 

i n t e r e s t owners, the best o p p o r t u n i t y , t o t e s t f o r B l i n e b r y 

and Drinkard production i n the spacing u n i t ? 

A. Yes, and i n p a r t i c u l a r t o the B l i n e b r y . The 

Drinkard i s a secondary o b j e c t i v e , but we would not d r i l l 

t h i s as a standup -- j u s t a Drinkard w e l l . 

Q. Has t h i s w e l l l o c a t i o n been discussed w i t h Shell? 

A. Yes, i t has. 

Q. And do they have any o b j e c t i o n t o the proposed 

l o c a t i o n ? 

A. No, we obtained an amendment t o our term 

assignment where they would allow us t o earn the e n t i r e 80-

acre lease w i t h a — one w e l l l o c a t i o n . 

Q. They recognize, then, and concurred w i t h the 

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

STEVEN T. BRENNER, CCR 
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l o c a t i o n i n terms of how t o best access the Blinebry? 

A. Yes, they have. 

MR. KELLAHIN: That concludes my examination of 

Mr. M i l l e r , Mr. Stogner. 

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

through 5. 

I n a d d i t i o n , E x h i b i t 6 i s t h e i r c e r t i f i c a t e of 

n o t i f i c a t i o n . The only p a r t y t o be n o t i f i e d was S h e l l O i l 

Company. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. M i l l e r , you said t h a t topographic also was a 

f a c t o r i n the l o c a t i o n , and t h a t was due t o — 

A. Well, topographic -- Really, what I meant was, 

there was a surface problem. I t ' s not r e a l l y a topographic 

problem, i t ' s r e a l l y a -- has t o do w i t h the l i n e s out i n 

the area. So there i s a surface problem w i t h the l o c a t i o n 

t o the n o r t h . 

MR. KELLAHIN: Mr. Examiner, I don't have a 

d i s p l a y t h a t w i l l show the l i n e c o n f i g u r a t i o n s i n the 

se c t i o n . I'm happy t o provide t h a t t o you i f you de s i r e 

i t . I simply d i d n ' t get i t d r a f t e d . 

EXAMINER STOGNER: I t h i n k we can supplement t h a t 

w i t h supplemental i n f o r m a t i o n . I was j u s t wanting t o put 

i t on the record t h a t there's a -- q u i t e a few pro d u c t i o n 

STEVEN T. BRENNER, CCR 
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l i n e s , i n j e c t i o n l i n e s , and overhead w i r e s ; i s t h a t i t ? 

THE WITNESS: Yes, t h a t ' s c o r r e c t . 

EXAMINER STOGNER: Yeah, why don't you provide 

t h a t l a t e r ? I don't t h i n k we need t o mark i t as an 

e x h i b i t , j u s t as supplemental i n f o r m a t i o n — 

MR. KELLAHIN: A l l r i g h t , s i r . 

EXAMINER STOGNER: — t o the case f i l e . 

Q. (By Examiner Stogner) And t h i s i s a farmout from 

S h e l l ; i s t h a t correct? 

A. Yeah, we had a term assignment where we b a s i c a l l y 

exchanged another lease, 80-acre lease f o r t h e i r 80-acre 

lease here, and t h a t p e r t a i n s t o the no n u n i t i z e d i n t e r v a l s . 

Q. What i s u n i t i z e d out here? Just the Abo? 

A. No, the Abo i s u n i t i z e d , the Abo Reef u n i t and 

also shallower production, the Vacuum G l o r i e t a and the San 

Andres Grayburg. 

Q. What u n i t i s that? 

A. The San Andres Grayburg? I t h i n k i t ' s j u s t — I 

t h i n k i t ' s c a l l e d the Vacuum, Vacuum u n i t . I'm not too 

sure what the designation of t h a t u n i t i s . I t h i n k they're 

a l l operated by P h i l l i p s . 

Q. That's the P h i l l i p s - o p e r a t e d , okay. 

A. Yeah. 

MR. KELLAHIN: Mr. Examiner — 

Q. (By Examiner Stogner) Not operated by Shell? 
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MR. KELLAHIN: Mr. Examiner, perhaps I could 

supplement t h i s f o r you. The area i s p r e t t y complicated i n 

terms of the shallow horizons. 

Here's a copy of the e x h i b i t t o t h i s term 

assignment, and there's n o t a t i o n s on i t t h a t w i l l show t h a t 

the Vacuum Abo u n i t e x i s t s here, the Vacuum G l o r i e t a East 

u n i t , and then there's the East Vacuum Grayburg San Andres 

u n i t , a l l of which were are involved i n t h i s area here. 

They're summarized here, and I ' l l mark t h i s as E x h i b i t 

Number 7. I t h i n k t h a t may be h e l p f u l . 

EXAMINER STOGNER: This i s e s s e n t i a l l y the term 

agreement d e s c r i p t i o n or the d e s c r i p t i o n and a l i t t l e — 

What i s t h i s o f f of, Mr. Kellahin? 

MR. KELLAHIN: This i s the attachment t o the term 

assignment by which S h e l l assigned t o Marathon the r i g h t t o 

operate t h i s 80-acre t r a c t . 

EXAMINER STOGNER: Okay. 

MR. KELLAHIN: This i s the e x h i b i t t h a t 

i d e n t i f i e s the s t a t e lease, shows the common i n t e r e s t i n 

the two 40-acre t r a c t s , and then f u r t h e r describes some of 

these shallower i n t e r v a l s . 

EXAMINER STOGNER: With the B l i n e b r y and the 

Drinkard being included i n t h a t d e s c r i p t i o n ? 

MR. KELLAHIN: They are the i n t e r e s t t h a t ' s 

assigned t o Marathon. I n t e r e s t s t o Marathon i n c l u d e the 
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Blinebry and the Drinkard. 

EXAMINER STOGNER: And t h a t ' s depicted on one of 

the paragraphs below? 

THE WITNESS: I t h i n k those are simply 

c o r r e l a t i o n markers as t o shallower zones. 

EXAMINER STOGNER: Okay. And the State of New 

Mexico i s the lesso r ; i s t h a t correct? 

MR. KELLAHIN: That's c o r r e c t . What you're 

l o o k i n g a t i n those three subdivisions are exclusions, 

r a t h e r than i n c l u s i o n s . 

EXAMINER STOGNER: Do you wish t o o f f e r t h i s 

e x h i b i t — 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: — w i t h a l l of the others a t 

t h i s time? 

MR. KELLAHIN: Yes, s i r , i t proves the i d e n t i t y 

of i n t e r e s t s between the two spacing u n i t s , and we would 

move, then, the i n t r o d u c t i o n of E x h i b i t 7. 

EXAMINER STOGNER: Okay. Had you moved the other 

ones? 

MR. KELLAHIN: Yes, s i r , I d i d . 

EXAMINER STOGNER: Okay, so E x h i b i t Number 7 w i l l 

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

Q. (By Examiner Stogner) Okay, back t o the 

Drinkard. I'm c l e a r on the B l i n e b r y , I b e l i e v e , w i t h the 
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s t r u c t u r e and the high on i t , on the l i t t l e r e e f b u i l d u p . 

But I guess I'm not too sure on the Drinkard. Turn over t o 

E x h i b i t Number 5. 

A. Right. 

Q. You said there was the s h e l f margin. How f a r t o 

the south i s t h i s margin? 

A. Well, our proposed l o c a t i o n s t r a d d l e s r i g h t along 

the s h e l f margin. 

I f you look a t the green dots o f f t o the west, 

t h a t i s the area of s i g n i f i c a n t Drinkard p r o d u c t i o n . 

Marathon d r i l l e d a w i l d c a t l a s t year a t the 

l o c a t i o n j u s t northeast of our c u r r e n t l y proposed l o c a t i o n , 

and t h a t w e l l was a discovery. However, i t was -- i t only 

produced a nominal amount of o i l . 

So the Drinkard, i n our op i n i o n , i s a secondary 

o b j e c t i v e . Since we're already d r i l l i n g down t o 

approximately 7600 f e e t , w e ' l l d r i l l the a d d i t i o n a l 800 

f e e t t o t e s t t h a t zone. 

Q. Okay. Really more of a convenience, per se? 

A. Yes. 

Q. But the m a j o r i t y of your geology i s based on the 

Blinebry? 

A. The l o c a t i o n i s based on the B l i n e b r y . 

EXAMINER STOGNER: Are there any other questions 

of t h i s witness? 
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MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: You may be excused. 

Mr. K e l l a h i n , anything f u r t h e r ? 

MR. KELLAHIN: Not i n t h i s case. 

EXAMINER STOGNER: Does anybody else have 

anything f u r t h e r i n Case Number 11,316? 

Then t h i s matter w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

9:28 a.m.) 

* * * 

I do hercbv carV ?y that the foregoing is 
<3 c. y • '•• •• o ; \'--Q proceedings in 

I . . - .. ;. - r t i s z No, 

^ 1 ?£T_ 

, Lxaminer 
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