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This matter came on f o r hearing before the New 
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WHEREUPON, the following proceedings were had at 

8:42 a.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l Case 

11,563. 

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

Company, L.L.C, f o r compulsory p o o l i n g , Lea County, New 

Mexico. 

EXAMINER CATANACH: Are ther e appearances i n t h i s 

case? 

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

W i 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 i n t h i s matter. 

This case involves a p o o l i n g a p p l i c a t i o n 

i n v o l v i n g the Cone i n t e r e s t s . 

MR. BRUCE: Yeah, Mr. Examiner, I represent — 

Jim Bruce from the Hinkle law f i r m . I represent A.L. Cone 

Partn e r s h i p . And they are, I b e l i e v e , an unleased mineral 

i n t e r e s t owner. 

EXAMINER CATANACH: I'm sorry? 

MR. BRUCE: A.L. Cone, C-o-n-e, Pa r t n e r s h i p . 

MR. CARR: Mr. Bruce — h i s witness, or a t l e a s t 

a r e p r e s e n t a t i v e of the Cones, has not y e t a r r i v e d and i s 

coming t o Santa Fe f o r the hearing. And consequently he 

has asked t h a t we go out of order so the r e p r e s e n t a t i v e of 
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Mr. Cone can be here. 

And we have no o b j e c t i o n t o t h a t , which would 

mean p u t t i n g t h a t case back on the docket u n t i l the Cones' 

r e p r e s e n t a t i v e a r r i v e s . 

MR. BRUCE: They're supposed t o be here a l i t t l e 

a f t e r nine. 

EXAMINER CATANACH: Okay. Mr. Hall? 

MR. HALL: Mr. Examiner, Scott H a l l , M i l l e r law 

f i r m , Santa Fe. We're appearing on behalf of Enserch 

E x p l o r a t i o n , I n c . , t h i s morning. 

I have no witnesses, l i k e l y no statements t h i s 

morning. 

EXAMINER CATANACH: And you have no o b j e c t i o n — 

MR. HALL: I t ' s f i n e w i t h me i f you want t o move 

i t back on the docket. 

EXAMINER CATANACH: Okay, why don't we do t h a t ? 

We'll move i t back t o — W i l l you please l e t us know when 

your witness a r r i v e s , Mr. Bruce? 

We'll j u s t c a l l i t then. 

(Thereupon, a recess was taken a t 8:44 a.m.) 

(The f o l l o w i n g proceedings had a t 10:18 a.m.) 

EXAMINER CATANACH: We'll c a l l the hearing back 

t o order, and a t t h i s time w e ' l l c a l l Case 11,563 or — I 

guess we've already c a l l e d i t , haven't we? We can c a l l i t 

again. 
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(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 

6 

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

Company, L.L.C., f o r compulsory p o o l i n g , Lea County, New 

Mexico. 

EXAMINER CATANACH: Are the r e appearances i n t h i s 

case? 

MR. CARR: I ' l l appear again f o r Nearburg 

E x p l o r a t i o n Company, and I s t i l l have two witnesses. 

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

Hin k l e law f i r m representing A.L. Cone Part n e r s h i p . I do 

not have any witnesses. 

MR. HALL: Mr. Examiner, Scott H a l l , M i l l e r 

S t r a t v e r t law f i r m i n Santa Fe, on behalf of Enserch 

E x p l o r a t i o n , Inc. I have no witnesses t h i s morning. 

EXAMINER CATANACH: Okay. 

MR. CARR: Mr. Catanach, Mr. Bruce has advised us 

h i s witness, or h i s c l i e n t , i s s t i l l not here. 

I would represent on the record t h a t Nearburg 

w i l l be happy t o meet w i t h them i n Midland and share t h e i r 

t e c h n i c a l data w i t h them at a mutually agreeable time. 

EXAMINER CATANACH: Okay. 

MR. CARR: At t h i s time I would c a l l Mr. Bob 

Shelton. 

EXAMINER CATANACH: Let's swear the witnesses i n , 

please. 

(Thereupon, the witnesses were sworn.) 

STEVEN T. BRENNER, CCR 
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ROBERT G. SHELTON, 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name and place of residence? 

A. Bob Shelton from Midland, Texas. 

Q. By whom are you employed and i n what capacity? 

A. I'm the land manager f o r Nearburg E x p l o r a t i o n 

Company. 

Q. Have you p r e v i o u s l y t e s t i f i e d and had your 

c r e d e n t i a l s as a landman accepted and made a matter of 

record? 

A. Yes, I have. 

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? 

A. Yes, s i r , 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? 

A. Yes, s i r . 

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

acceptable? 

EXAMINER CATANACH: Yes, they are. 

Q. (By Mr. Carr) Would you b r i e f l y summarize what 

Nearburg seeks w i t h t h i s A p p l i c a t i o n ? 

STEVEN T. BRENNER, CCR 
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A. Nearburg seeks t o pool the uncommitted leasehold 

i n t e r e s t s i n an 80-acre t r a c t of land, l o c a t e d i n Section 

3, Township 16 South, Range 35 East, Lea County, New 

Mexico, f o r the d r i l l i n g of a Strawn t e s t w e l l . 

Q. Are you also seeking the p o o l i n g of a 40-acre 

t r a c t i n t h i s acreage? 

A. Yes, we are, f o r a M i s s i s s i p p i a n f o r m a t i o n , i f 

t h a t ' s necessary. 

Q. And what i s the name and l o c a t i o n of the w e l l t o 

which these spacing u n i t s w i l l be dedicated? 

A. The w e l l name i s the Nike "3" Number 1 w e l l . I t s 

l o c a t i o n i s 3070 f e e t from the south l i n e and 330 f e e t from 

the east l i n e of Section 3. 

Q. And t h i s d i f f e r s by 100 f e e t from the l o c a t i o n of 

the w e l l as o r i g i n a l l y proposed; i s t h a t c o r r e c t ? 

A. Yes, i t does. When we went out t o stake the 

w e l l , t h e r e was a power l i n e t h a t made the l o c a t i o n of the 

w e l l a t 2970 f e e t hazardous, and so we moved i t n o r t h 100 

f e e t t o get away from the power l i n e and the danger 

associated w i t h t h a t . 

Q. And both of these proposed l o c a t i o n s are standard 

l o c a t i o n s , both f o r 80-acre and 40-acre spacing u n i t s ? 

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

Q. Have you prepared 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 here today? 

STEVEN T. BRENNER, CCR 
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A. Yes, I have. 

Q. Let's go t o E x h i b i t Number 1. Can you i d e n t i f y 

and review t h a t f o r Mr. Catanach? 

A. E x h i b i t Number 1 i s a l o c a t o r map which shows a 

Midland Map Company map. Outlined on i t i s the expected 

80-acre p r o r a t i o n u n i t . I f a 40-acre p r o r a t i o n u n i t was 

necessary, i t would be the east h a l f of the 8 0 acres. I t 

also shows the proposed l o c a t i o n of the Nike w e l l . 

Q. What i s the primary o b j e c t i v e i n the w e l l ? 

A. Primary o b j e c t i v e of the w e l l i s the Strawn 

f o r m a t i o n . 

Q. Let's go t o E x h i b i t Number 2. Can you i d e n t i f y 

and review t h i s , please? 

A. E x h i b i t Number 2 i s a more d e t a i l e d ownership 

map, again showing Lot 15 and 16, which the two 40-acre 

t r a c t s upon which the w e l l would be locat e d . The proposed 

l o c a t i o n i s shown i n red. 

Also, the ownership, leasehold ownership, i s set 

f o r t h below. Nearburg E x p l o r a t i o n Company owns 54.17 

percent, Amerind O i l Company owns 20.83 percent, Enserch 

E x p l o r a t i o n owns 12.5 and A.L. Cone Partnership owns 12.5. 

Q. Mr. Shelton, l e t ' s go t o Nearburg Number 3, and 

using t h i s e x h i b i t I ' d ask you t o review f o r Mr. Catanach 

your e f f o r t s t o o b t a i n v o l u n t a r y j o i n d e r i n t h i s w e l l . 

A. Y o u ' l l n o t i c e the f i r s t two l e t t e r s t h a t are p a r t 

STEVEN T. BRENNER, CCR 
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of E x h i b i t Number 3 are l e t t e r s t o Jimmy Joe Hooper and 

J e r r y Lee Hooper. These p a r t i e s , although they were sent 

AFEs and operating agreements, have now leased t o Amerind 

O i l Company, and so they are no longer the su b j e c t of 

t h i s — or a p a r t y t o the hearing. 

Following those two pages, y o u ' l l see a w e l l 

proposal l e t t e r dated June 25th, 1996, t o A.L. Cone 

Partn e r s h i p , Amerind O i l Company, and Enserch, which i s a 

change of l o c a t i o n . This was the second set of l e t t e r s 

t h a t were sent t o the A.L. Cone, Enserch and Amerind. 

The o r i g i n a l proposal f o r the w e l l was made on 

June 10th, 1996, t o the same p a r t i e s , where Nearburg 

proposed the l o c a t i o n a t t h a t time a t 2970 f e e t from the 

south l i n e and 330 from the east l i n e . 

And then a f t e r we staked the w e l l , we came back, 

reproposed the w e l l , sent new s u b s t i t u t e pages t o the 

op e r a t i n g agreement as were necessary, and a new AFE 

s e t t i n g f o r t h the l o c a t i o n as i t — a f t e r i t was changed. 

Q. And you have been i n a c t i v e n e g o t i a t i o n s w i t h a l l 

owners of working i n t e r e s t i n the proposed spacing or 

p r o r a t i o n u n i t s ? 

A. That i s c o r r e c t . And i n f a c t , Amerind O i l 

Company, su b j e c t t o some changes they want i n the op e r a t i n g 

agreement and the AFE, have i n d i c a t e d a d e s i r e t o 

p a r t i c i p a t e i n the w e l l , which I b e l i e v e t h e i r v o l u n t a r y 

STEVEN T. BRENNER, CCR 
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j o i n d e r i s probably going t o occur next week. 

Q. And a t t h a t p o i n t i n time, you would have 75 

percent of the working i n t e r e s t v o l u n t a r i l y committed? 

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

Q. Does t h i s packet of m a t e r i a l s also c o n t a i n an 

a u t h o r i t y f o r expenditure? 

A. Yes, i t does. The most recent a u t h o r i t y f o r 

expenditure i s the one found r i g h t behind the o p e r a t i n g 

agreement page, which sets f o r t h the l o c a t i o n 3070 f e e t 

from the south l i n e , 3 30 from east l i n e , and shows a cost 

t o casing p o i n t of $615,930, completion costs of $402,500, 

f o r a t o t a l completed w e l l cost, $1,018,430. 

Q. Are these costs i n l i n e w i t h what i s charged by 

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

A. Yes, they are. 

Q. Has Nearburg d r i l l e d other s i m i l a r w e l l s ? 

A. Yes, we have. We've very a c t i v e i n t h i s 

p a r t i c u l a r area and i n t h i s play. We've d r i l l e d a l o t of 

w e l l s r i g h t i n t h i s area, and i n townships east of here, t o 

the Strawn formation. 

Q. Now, i f we w i l l go from E x h i b i t 3 t o the l a s t 

e x h i b i t i n the e x h i b i t packet, E x h i b i t Number 6, i s t h i s 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 t h i s A p p l i c a t i o n of 

hearing has been provided t o a l l i n t e r e s t owners i n 

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

STEVEN T. BRENNER, CCR 
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A. Yes, Exhibit 6 is the — yes, sir , is the 

a f f i d a v i t . 

Q. Mr. Shelton, have you made an estimate of t h e 

overhead and a d m i n i s t r a t i v e costs t o be i n c u r r e d 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 n f a c t , 

i t i s successful? 

A. Yes, s i r , we have. We propose o p e r a t i n g costs — 

o p e r a t i n g r a t e s , $6000 f o r a d r i l l i n g w e l l r a t e , $600 f o r a 

producing w e l l r a t e . 

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 wells? 

A. Yes, and t h i s i s Amerind — This i s a p a r t of the 

o p e r a t i n g group. They have accepted, t h e r e has been no 

request f o r amendment t o these changes by Amerind, who w i l l 

be what we b e l i e v e t o be a p a r t i c i p a t i n g p a r t y . 

Q. Are you recommending t h a t these f i g u r e s be 

i n c o r p o r a t e d i n t o the order t h a t r e s u l t s from t h i s hearing? 

A. Yes, s i r , I am. 

Q. And does Nearburg seek t o be designated operator 

of the proposed well? 

A. Yes, we do. 

Q. W i l l Nearburg be also c a l l i n g a t e c h n i c a l witness 

t o review the r i s k associated w i t h t h i s prospect? 

A. Yes, s i r , we w i l l . 

Q. Were E x h i b i t s 1 through 3 and 6 prepared by you 

STEVEN T. BRENNER, CCR 
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or compiled a t your d i r e c t i o n ? 

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 3 and 6. 

EXAMINER CATANACH: E x h i b i t s 1 through 3 and 6 

w i l l be admitted as evidence. 

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

examination of Mr. Shelton. 

EXAMINER CATANACH: Mr. Bruce? 

EXAMINATION 

BY MR. BRUCE: 

Q. Just a quick question. I wanted t o c l a r i f y 

something, Mr. Shelton. 

A.L. Cone Partnership you're showing as 12.5 

percent. They are, a t t h i s p o i n t , an unleased m i n e r a l 

i n t e r e s t owner; i s t h a t r i g h t ? 

A. That's c o r r e c t . They are an unleased m i n e r a l 

i n t e r e s t owner, not a leasehold owner, t h a t ' s c o r r e c t . 

EXAMINER CATANACH: Any questions, Mr. Hal l ? 

MR. HALL: No, s i r . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Shelton, i t ' s my understanding you a n t i c i p a t e 

t h a t Amerind w i l l v o l u n t a r i l y p a r t i c i p a t e i n the we l l ? 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r , I b e l i e v e they w i l l . We've got a 

couple of t h i n g s t h a t they were n e g o t i a t i n g under the 

o p e r a t i n g agreement and the AFE, and I b e l i e v e those 

n e g o t i a t i o n s w i l l be concluded t h i s week, and they w i l l 

s i g n both agreements and be a p a r t y p a r t i c i p a t i n g i n the 

w e l l . 

Q. Are you s t i l l n e g o t i a t i n g w i t h Enserch and the 

A.L. Cone i n t e r e s t ? 

A. Yes, we are. 

Q. What do you a n t i c i p a t e as f a r as those two 

i n t e r e s t s ? 

A. I b e l i e v e Enserch w i l l probably u l t i m a t e l y 

p a r t i c i p a t e . I don't know — We haven't g o t t e n a response 

of any k i n d , although they've e x h i b i t e d some i n t e r e s t i n 

p a r t i c i p a t i n g . 

And the A.L. Cone Partnership, I don't know what 

the y ' r e going t o do y e t . They have several o p t i o n s . Any 

of the options by — you know, Nearburg's got 54.75 [ s i c ] 

percent. That's an i n t e r e s t l e v e l we're comfortable w i t h . 

And i f they want t o p a r t i c i p a t e , t h a t ' s f i n e . I f they want 

t o lease, t h a t ' s f i n e . We have no preference. 

Q. Now, these i n t e r e s t owners are the same i n the 

80-acre and the 40-acre t r a c t s ; i s t h a t c o r r e c t ? 

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

Q. Mr. Shelton, i s i t — was i t your testimony t h a t 
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you originally proposed the well on or about June 10th; is 

t h a t r i g h t ? 

A. That's c o r r e c t . Our o r i g i n a l proposal l e t t e r s 

went out June 10th t o Amerind, Enserch, J e r r y Lee Hooper, 

A.L. Cone, and then Jimmy Hooper, I b e l i e v e . 

Q. I s i t the general p r a c t i c e of Nearburg t o conduct 

such l i m i t e d n e g o t i a t i o n s before f i l i n g compulsory p o o l i n g 

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

A. Well, we are always i n contact w i t h people, and 

we always t r y t o give them enough time, enough o p p o r t u n i t y 

t o make an e l e c t i o n before we f i l e the p o o l i n g . We don't 

t r y t o do i t premature. And we always l i k e t o o f f e r people 

several options under which t o p a r t i c i p a t e , lease or farm 

out. 

Q. Well, do you t h i n k two t o t h r e e weeks i s 

s u f f i c i e n t time f o r somebody t o make an e l e c t i o n l i k e t h a t ? 

A. Well, a l l of the people t h a t are i n v o l v e d here 

are i n the o i l and gas business, very s o p h i s t i c a t e d people, 

and we do b e l i e v e t h a t t h i s i s an area t h a t there's been a 

l o t of a c t i v i t y i n , and we f e l t l i k e everybody would know 

r e a d i l y what t h e i r e l e c t i o n would be. 

Q. Has Nearburg d r i l l e d a w e l l t o t h i s depth i n t h i s 

area r e c e n t l y ? 

A. Yes, we d i d . We d r i l l e d a w e l l — Let me see i f 

I can f i n d i t . Just south of here. Well, l e t ' s see t h e r e , 
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i t ' s — I be l i e v e i t was the w e l l i n — Yeah, i t ' s t he w e l l 

i n Section 29, i n the southeast q u a r t e r , northeast q u a r t e r , 

Nearburg E x p l o r a t i o n d r i l l e d a w e l l t o 12,993 f e e t That 

w e l l was d r i l l e d approximately, oh, a year, year and a h a l f 

ago. 

And i n a d d i t i o n t o t h a t , we've d r i l l e d other 

w e l l s i n 16. We're d r i l l i n g a w e l l i n 16-37, and we've 

d r i l l e d s e v eral w e l l s i n t h a t area i n the Strawn f i e l d over 

t h e r e very r e c e n t l y , and we're c u r r e n t l y d r i l l i n g one w e l l 

r i g h t now t h e r e . 

Q. These d r i l l i n g costs are i n l i n e w i t h what you've 

encountered i n the recent past? 

A. Yes, s i r , they are. 

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

t h i s witness. He may be excused. 

MR. CARR: At t h i s time 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 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. J e r r y Elger. 

Q. Where do you reside? 

STEVEN T. BRENNER, CCR 
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A. In Midland, Texas. 

Q. By whom are you employed and in what capacity? 

A. By Nearburg Producing Company as senior 

e x p l o r a t i o n g e o l o g i s t . 

Q. Mr. Elger, you have 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 , have you not? 

A. Yes, I have. 

Q. At the time of t h a t testimony, your c r e d e n t i a l s 

as an expert i n the f i e l d of petroleum geology have been 

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? 

A. Yes, I am. 

Q. Have you made a t e c h n i c a l study of the area 

surrounding the proposed well? 

A. Yes, I have. 

Q. And are you prepared t o present the r e s u l t s of 

t h a t study t o Mr. Catanach? 

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. Elger, l e t ' s go t o what has 

been marked f o r i d e n t i f i c a t i o n as E x h i b i t Number 4, the 
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isopach map, and I would ask you t o review t h i s f o r the 

Examiner. 

A. E x h i b i t Number 4 i s what I've r e f e r r e d t o as a 

Strawn f a c i e s isopach map. The c o l o r shading of the 

i n d i v i d u a l w e l l symbols on t h i s map are such t h a t they 

i d e n t i f y — coincide w i t h various f a c i e s as i n t e r p r e t e d by 

the character of the i n d i v i d u a l l o g se c t i o n s , p r i m a r i l y 

gamma-ray l o g . 

Wells t h a t are shaded red on t h i s d i s p l a y are 

i n t e r p r e t e d as having encountered a l g a l mound f a c i e s , which 

i s t he main pay i n t h i s p a r t i c u l a r area i n the Strawn. 

Wells t h a t have been shaded purple have been 

i n t e r p r e t e d as having encountered near-mound f a c i e s , a 

clean s e c t i o n but devoid of p o r o s i t y . 

And brown-shaded w e l l symbols are those w e l l s 

which have not encountered any a l g a l mound f a c i e s or near-

mound f a c i e s and i n f a c t have encountered s t r i c t l y an 

intermound mudstone f a c i e s , very t i g h t , very h i g h gamma-ray 

se c t i o n s . 

As you can see, the s e c t i o n — the o u t l i n e of the 

80-acre p r o r a t i o n u n i t i n Section 3 has been shaded yel l o w , 

and the proposed l o c a t i o n i n t h i s p o o l i n g — i n t h i s u n i t 

has been i d e n t i f i e d as a red c i r c l e . At t h a t proposed 

l o c a t i o n , we a n t i c i p a t e encountering i n excess of 30 f e e t 

of a l g a l mound p o r o s i t y . 
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I have t i e d on E x h i b i t Number 5, which i s a 

s t r a t i g r a p h i c c ross-section, a l l of the surrounding w e l l s 

t h a t have penetrated the Strawn form a t i o n , cross-sections 2 

and 3, and have t i e d these various f a c i e s r e l a t i o n s h i p s i n 

w i t h these w e l l s on t h i s cross-section. 

Q. A l l r i g h t , l e t ' s go t o the cr o s s - s e c t i o n and 

review t h a t . 

A. This cross-section i s a s t r a t i g r a p h i c cross-

s e c t i o n . Again, i t t i e s a s e r i e s of w e l l s t h a t were 

d r i l l e d j u s t t o the northeast of the p r o r a t i o n u n i t w i t h a 

s e r i e s of w e l l s t h a t were d r i l l e d immediately n o r t h and 

southwest of the p r o r a t i o n u n i t . The datum f o r t h i s cross-

s e c t i o n i s the base of the Strawn carbonate u n i t . 

Also i d e n t i f i e d on t h i s c r o s s - s e c t i o n i s the 

purple-shaded area, which i s the main pay i n t h r e e key 

w e l l s on the right-hand side of the c r o s s - s e c t i o n , 

beginning w i t h the G i l l e s p i e Baer Number 2 w e l l , which was 

d r i l l e d through the Strawn and encountered a l g a l mound 

p o r o s i t y and was p e r f o r a t e d across a p a r t i c u l a r l y t h i n u n i t 

of p o r o s i t y , from 11,5- — roughly -55, t o about 11,570. 

That w e l l , again, i s a — Both of these w e l l s 

t h a t have encountered t h i s a l g a l mound p o r o s i t y have been 

d r i l l e d f a i r l y r e c e n t l y . I n f a c t , i f I can read a b i t o f f 

of t h a t l o g , the w e l l was d r i l l e d i n the middle of 1995. 

The cum production from the Strawn i n t h a t w e l l 
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i s currently 11,000 barrels of o i l , 9 m i l l i o n cubic feet of 

gas. But the d a i l y r a t e i s 409 b a r r e l s of o i l per day and 

about a t h i r d of a m i l l i o n cubic f e e t of gas. 

That w e l l was d r i l l e d — A south o f f s e t was 

d r i l l e d t o t h a t w e l l i n Section 2 by Amerind O i l . That 

w e l l l o g i s also on the cross-section, and i t ' s the second 

from the r i g h t . 

Again, the a l g a l mound p o r o s i t y was p e r f o r a t e d i n 

t h a t w e l l , which was d r i l l e d — i t was also i n 19- — l a t e r 

i n 1995. That w e l l has produced cumulative p r o d u c t i o n of 

i n excess of 107,000 b a r r e l s of o i l and 167 m i l l i o n cubic 

f e e t of gas. Current d a i l y r a t e i s 564 b a r r e l s of o i l per 

day and about three-quarters of a m i l l i o n cubic f e e t of gas 

per day. 

As d i r e c t south o f f s e t t o t h a t was al s o d r i l l e d 

by Amerind O i l . And t h a t w e l l , the l o g s e c t i o n remains — 

the open-hole l o g s e c t i o n remains t i g h t , but the completion 

i n d i c a t e s t h a t t h a t w e l l was completed from the Strawn 

f a i r l y r e c e n t l y , l i k e w i t h i n the l a s t month. And the 

p e r f o r a t i o n s and p o t e n t i a l t e s t s f i l e d w i t h the OCD have 

added t o t h i s cross-section. 

The fl o w r a t e of 445 b a r r e l s of o i l per day and 

about t h r e e - f o u r t h s of a m i l l i o n cubic f e e t of gas 

i n d i c a t e s t h a t t h a t w e l l also encountered a l g a l mound 

p o r o s i t y i n i t s l o c a t i o n i n Section 2. 
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On the — I'd like to jump to the two wells on 

the f a r l e f t side of the cross-section. They're o l d w e l l s , 

d r i l l e d i n the F i f t i e s , as p a r t of the development f o r the 

Townsend Pennsylvanian, Wolfcamp Pennsylvanian p l a y , but 

they were d r i l l e d deep enough t o go through the Strawn 

s e c t i o n . 

Those w e l l s , one i s located i n the southwest-

southwest of Section 3. The other w e l l i s l o c a t e d i n the 

northwest s e c t i o n of — p o r t i o n of Section 10. They're o l d 

micrologs. 

But the importance of these w e l l s i s t h a t I've 

i n t e r p r e t e d , based on the microlog sections and d r i l l stem 

t e s t r e s u l t s , t h a t these w e l l s are on the very edge of an 

a l g a l mound development. 

The w e l l , the S h e l l State TA Number 2, d r i l l stem 

t e s t e d the a l g a l mound p o r o s i t y and a c t u a l l y recovered 

3 00 — had gas t o surface i n 2 2 minutes and recovered 3 00 

f e e t of o i l along w i t h some heavy o i l - and gas-cut mud. 

Th i r t y - m i n u t e s h u t - i n pressures were 4250 pounds, 

i n d i c a t i n g t h a t t h i s w e l l could indeed have encountered 

some a l g a l mound p o r o s i t y . But i t ' s — Because of the very 

t h i n s e c t i o n t h a t was encountered, the w e l l was never 

completed from t h i s p a r t i c u l a r u n i t . 

Those two w e l l s , i n my o p i n i o n , t i e i n w i t h an 

a l g a l mound development t h a t s t r e t c h e s from the n o r t h 
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portion of Section 2, the two wells on the right side of 

the c r o s s - s e c t i o n , along w i t h the new Amerind w e l l i n the 

middle of Section 2, down across the p r o r a t i o n u n i t , i n t o 

the south h a l f of Section 3, i n the very n o r t h e r n p o r t i o n 

of t he northwest quarter of Section 10. 

The three other key w e l l s were dry holes i n the 

Strawn, and they're i n the middle p o r t i o n of the cross-

s e c t i o n . The Bridge O i l Number 1 Chevron State, the Mesa 

Townsend State Com Number 1 and the Yates Petroleum Daisy 

State Number 1, i n my opi n i o n , a l l were encountered near 

mound f a c i e s but d i d not a c t u a l l y encounter any p o r o s i t y 

development w i t h i n the a l g a l mound p o r t i o n of the Strawn. 

Two of the w e l l s were d r i l l stem t e s t e d i n the 

Strawn. 

The Mesa Townsend w e l l — t h a t d r i l l stem t e s t i s 

noted a t the base of the log s e c t i o n — recovered a l o t of 

gas, 11,206 f e e t of gas i n the d r i l l pipe, along w i t h 200 

f e e t of gas-cut condensate. The pressures i n c r e a s i n g t o 

the f i n a l s h u t - i n from the i n i t i a l are very suggestive t h a t 

t h i s w e l l again i s i n p r o x i m i t y t o some s o r t of a r e s e r v o i r 

environment but was not d i r e c t l y d r i l l e d i n t o one. 

The Yates w e l l also d r i l l stem t e s t e d the near-

mound f a c i e s but only recovered b a s i c a l l y water cushion. 

The pressures are not as good, and i t ' s probably j u s t a 

l i t t l e b i t f a r t h e r removed from the main mound development, 
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as I've i n t e r p r e t e d . 

The proposed Nearburg l o c a t i o n i s shown als o on 

t h i s c r o s s - s e c t i o n , and we t h i n k by p o s i t i o n i n g the w e l l 

where we have, 3070 f e e t from the south l i n e and 330 f e e t 

from the east l i n e , we a n t i c i p a t e encountering a t l e a s t a 

p o r t i o n of t h i s a l g a l mound r e s e r v o i r . 

Q. Mr. Elger, could you summarize the conclusions 

you've reached from your study and p a r t i c u l a r l y how t h a t 

study r e l a t e s t o the r i s k associated w i t h the d r i l l i n g of 

t h i s w e l l ? 

A. I n a d d i t i o n t o the subsurface work t h a t I've done 

and the environments t h a t I've i n t e r p r e t e d f o r these 

v a r i o u s w e l l s , Nearburg also has i n i t s possession some 

market seismic data which we u t i l i z e d and i n c o r p o r a t e d i n t o 

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

I can t e l l you t h a t those two l i n e s are 

o r i e n t e d — One i s a north-south l i n e , and one i s an east-

west l i n e . 

The east-west l i n e runs across the n o r t h e r n 

s e c t i o n l i n e of boundaries of Sections 2 and 3. And on 

t h a t p a r t i c u l a r seismic data, an anomaly c o n s i s t e n t w i t h 

what the Strawn p o r o s i t y development looks l i k e occurs i n 

the n o r t h e r n p a r t of Section 2, where t h i s l i n e runs 

between the G i l l e s p i e w e l l and the Amerind w e l l . 

Likewise, the north-south seismic l i n e runs 
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across the east section boundaries between 2 and 3, and 

i t — So i t traverses 330 f e e t t o the east of where we're 

proposing t o d r i l l . And t h a t p a r t i c u l a r seismic l i n e 

shows, again, w i t h i n the Strawn i n t e r v a l , an anomaly t h a t ' s 

c o n s i s t e n t w i t h what we've i n t e r p r e t e d as being an a l g a l 

mound development. 

My conclusion i s t h a t we need t o d r i l l a Strawn 

t e s t i n Section 3 t o develop the reserves t h a t u n d e r l i e 

t h a t acreage. 

Q. I n your opinion, could you d r i l l a w e l l a t t h a t 

l o c a t i o n t h a t would not — could not be or might not be a 

commercial success? 

A. Yes. 

Q. Are you prepared t o make a recommendation t o the 

Examiner concerning a r i s k t h a t should be assessed against 

those i n t e r e s t owners who do not p a r t i c i p a t e i n the w e l l ? 

A. Yes, t h a t recommendation would be a p e n a l t y of 

200 percent. 

Q. I f you happen t o encounter p r o d u c t i o n i n some 

other i n t e r v a l , would the 2 00-percent p e n a l t y a l s o be 

a p p l i c a b l e there? 

A. Yes, s i r . 

Q. Does Nearburg seek t o be designated operator of 

the w e l l ? 

A. Yes, they do. 
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Q. Is Nearburg obligated to commence this well by 

any p a r t i c u l a r date? 

A. Yes, we are. 

Q. Did you enter an agreement w i t h Tom B e l l f o r the 

development of t h i s acreage? 

A. That i s c o r r e c t , we are. 

Q. And t h i s would be a w e l l t h a t you would have t o 

r e q u i r e t o d r i l l t o maintain the continuous development 

o b l i g a t i o n s ? 

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

Q. I n your op i n i o n , w i l l g r a n t i n g of the A p p l i c a t i o n 

be i n the best i n t e r e s t of conservation, the p r e v e n t i o n 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, i t would. 

Q. Were E x h i b i t s 4 and 5 prepared by you? 

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 4 and 

5. 

EXAMINER CATANACH: E x h i b i t s 4 and 5 w i l l be 

admitted as evidence. 

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

Elger. 

EXAMINER CATANACH: Mr. Bruce? 

MR. BRUCE: I have one or two. 
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EXAMINATION 

BY MR. BRUCE: 

Q. I t h i n k i t ' s your E x h i b i t 4, Mr. Elger. I f I 

read t h a t r i g h t , you're showing t h a t t h i s p a r t i c u l a r a l g a l 

mound covers about what? 300 or 400 acres, roughly? 

A. Yes, uh-huh. 

Q. Somewhere around t h e r e . 

I s t h a t l a r g e or small f o r these a l g a l mounds i n 

Lea County? 

A. Y o u ' l l n o t i c e t h a t on t h i s c r o s s - s e c t i o n , the 

b i g , massive green-shaded area t h a t I've c a l l e d lower 

Strawn i s t h a t — a p o r t i o n of the Strawn t h a t i n t h i s 

p a r t i c u l a r area i s devoid of any a l g a l mound developments. 

However, t h a t — the lower Strawn can develop — 

You can have a l g a l mound developments f a r t h e r t o the south 

develop i n the lower p o r t i o n of the Strawn. 

The a l g a l mound t h a t ' s developed i n t h i s 

p a r t i c u l a r instance i s what I've termed b a s i c a l l y t he upper 

p o r t i o n of the Strawn. 

The massive Strawn development t h a t has been 

u n i t i z e d r e c e n t l y and d r i l l e d by G i l l e s p i e , immediately t o 

the east of Sections 32 and Sections 2, i s , I b e l i e v e , 

developed i n the same p o r t i o n of the Strawn, the upper 

Strawn. And the a r e a l extent t h a t ' s covered by t h a t 

p a r t i c u l a r f i e l d appears t o be i n excess of 640 acres. 
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Therefore the size — Drawing on that information 

and the d e f i n i t i o n of t h a t , based on the w e l l c o n t r o l t h a t 

e x i s t s t h e r e , I t h i n k we're a c t u a l l y l o o k i n g a t a smaller 

development than what G i l l e s p i e has found i n the main 

p o r t i o n of the West Lovington f i e l d . 

Q. Yeah, what — The G i l l e s p i e f i e l d , t he West 

Lovington-Strawn Pool, i s t h a t o r i e n t e d i n any p a r t i c u l a r 

d i r e c t i o n ? 

A. I t ' s r e a l l y not. I t looks k i n d of — The 

geometry of t h a t p a r t i c u l a r — From what I've mapped of 

i t — and I don't have access t o a l l of the recent w e l l s 

t h a t they've d r i l l e d t o see what a l l of those s e c t i o n s look 

l i k e — but the geometry looks more l i k e an oval shape. I t 

has some i r r e g u l a r i t i e s t o the boundaries of i t , b ut... 

Q. I t ' s k i n d of square i n shape, rounded edges — 

A. Right. 

Q. — i s n ' t i t ? 

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

Q. Also on your E x h i b i t 4, t h e r e appears t o be l i k e 

a one-well pool up t o the north? 

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

Q. And you don't t h i n k t h a t i s pressure-connected 

w i t h the l a r g e r r e s e r v o i r t o the south? 

A. I t does not appear t o be reservoir-connected, 

t h a t ' s c o r r e c t . That w e l l , i n my — I don't have the 
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cumulative production. I believe that w e l l has made about 

32,000 barrels cumulative. I t was d r i l l e d many, many years 

p r i o r t o the d r i l l i n g by Gillespie, i n the south h a l f of 32 

and by Amerind's wells i n Section 2, and i t appears tha t 

the production history of that well indicates t h a t i t ' s i n 

a l i m i t e d reservoir. 

MR. BRUCE: Pass the witness. 

EXAMINER CATANACH: A n y t h i n g , Mr. H a l l ? 

MR. HALL: I have no questions. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. A l l r i g h t , j u s t a couple. 

Mr. Elger, the seismic l i n e you re f e r t o , i s that 

3-D seismic you have? 

A. No, s i r , i t ' s 2-D market data. 

Q. Okay. Does the 2-D seismic that you're using — 

i s that a p r e t t y good indication of these — or have you 

used i t t o map these algal mounds? 

A. We have used i t to map and we have used i t 

previous t o d r i l l . 

I t ' s not obviously as advanced as having 3-D over 

these anomalies, but we have u t i l i z e d i t successfully t o 

d r i l l Strawn anomalies i n the past. 

EXAMINER CATANACH: I have nothing f u r t h e r of the 

witness. 
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MR. CARR: That concludes our presentation in 

t h i s case. 

EXAMINER CATANACH: I s the r e anything f u r t h e r ? 

There being nothing f u r t h e r , Case 11,563 w i l l be 

taken under advisement. 

(Thereupon, these proceedings were concluded a t 

10:52 a.m.) 
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