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STATE OF NEW MEXICO 
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IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF NEARBURG PRODUCING 
COMPANY, L.L.C., FOR AN UNORTHODOX 
BOTTOMHOLE LOCATION AND DIRECTIONAL 
DRILLING, EDDY COUNTY, NEW MEXICO 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, Hearing Examiner 

January 9th, 1997 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , MICHAEL E. STOGNER, 

Hearing Examiner, on Thursday, January 9 t h , 1997, a t the 

New Mexico Energy, Minerals and Nat u r a l Resources 

Department, Porter H a l l , 2040 South Pacheco, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:59 a.m.: 

EXAMINER STOGNER: At t h i s time I ' l l c a l l Case 

Number 11,690. 

MR. CARROLL: A p p l i c a t i o n of Nearburg Producing 

Company, L.L.C, f o r an unorthodox bottomhole l o c a t i o n and 

d i r e c t i o n a l d r i l l i n g , Eddy County, New Mexico. 

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

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 Producing 

Company i n t h i s matter. 

I have three witnesses. Two have p r e v i o u s l y been 

sworn and t h e i r q u a l i f i c a t i o n s accepted here today, and I 

have one a d d i t i o n a l witness, Tim McDonald, who I would 

request be sworn a t t h i s time. 

EXAMINER STOGNER: Any other appearances? 

W i l l Mr. McDonald — 

(Thereupon, the a d d i t i o n a l witness was sworn.) 

EXAMINER STOGNER: Let the record show t h a t Mr. 

Michael Gray and J e r r y Elger have p r e v i o u s l y been sworn and 

t h e i r c r e d e n t i a l s accepted, even f o r Mr. Carr, i n previous 

Case 11,689 and 11,683. 

Mr. Carr? 
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MICHAEL M. GRAY, 

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. W i l l you s t a t e your name f o r the record, please? 

A. Michael M. Gray. 

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

t h i s case on behalf of Nearburg Producing Company? 

A. Yes, s i r , I am. 

Q. 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 s u b j e c t area? 

A. Yes, s i r , I am. 

Q. Would you b r i e f l y review f o r Mr. Stogner what 

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

A. Nearburg seeks t o d i r e c t i o n a l l y d r i l l a w e l l t o 

an unorthodox l o c a t i o n a t a bottomhole l o c a t i o n of 2 550 

f e e t from the n o r t h l i n e and 450 f e e t from the east l i n e of 

Section 11, Township 22 South, Range 24 East, i n Eddy 

County, New Mexico. 

This w e l l w i l l be commenced from a surface 

l o c a t i o n i n an e x i s t i n g wellbore 2310 f e e t from the south 

l i n e and 960 f e e t from the east l i n e of Section 11. 

Q. And i n what pool are you hoping t o complete t h i s 

w e l l ? 

STEVEN T. BRENNER, CCR 
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A. This pool i s the undesignated Indian Basin-Upper 

Pennsylvanian Associated Pool. 

Q. Have you prepared exhibits f o r presentation here 

today? 

A. Yes, I have. 

Q. Let's go to Nearburg Exhibit Number 1. Would you 

i d e n t i f y and review tha t , please? 

A. Nearburg Exhibit 1 i s a locator map depicting the 

surface and subsurface location of the proposed w e l l along 

wi t h the e x i s t i n g u n i t w i t h i n which the wel l w i l l be 

completed. 

Q. I t shows the ownership i n the area? 

A. I t shows the ownership based on the land map. 

There's — Exhibit 2 i s the ownership map. 

Q. A l l r i g h t . And t h i s i s w i t h i n a mile of the 

Indian Basin-Upper Pennsylvanian Associated Pool? 

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

Q. What are the status of the rules which govern 

development of wells i n the undesignated Indian Basin-Upper 

Pennsylvanian Pool? 

A. The pool i s pooled on 320 acres, with setbacks of 

660 feet from the lease l i n e and 330 feet from the i n t e r n a l 

quarter-quarter l i n e s . There are special f i e l d rules i n 

t h i s f i e l d which allow f o r development of optional 80-acre 

locations. 

STEVEN T. BRENNER, CCR 
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Q. And other than those s p e c i a l r u l e s t h a t you've 

j u s t summarized, t h i s area i s developed under the 

associated pool rules? 

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

Q. What i s the st a t u s of the acreage i n the n o r t h 

h a l f of Section 11? 

A. I t ' s — The n o r t h h a l f of Section 11 i s a u n i t 

dedicated t o the Nearburg Producing Company Chama Federal 

Number 1 w e l l i n the Ind i a n Basin Associated Pool. I t i s 

he l d by pro d u c t i o n , and i t i s owned and operated by 

Nearburg Producing and E x p l o r a t i o n Companies. 

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

formation? 

A. The Cisco/Canyon. 

Q. Could you r e f e r t o E x h i b i t Number 2 and review 

t h a t f o r Mr. Stogner? 

A. E x h i b i t Number 2 i s a map d e p i c t i n g ownership of 

land i n the area, p a r t i c u l a r l y the i n t e r e s t upon which the 

unorthodox l o c a t i o n i s encroaching, and also the l o c a t i o n 

of t he e x i s t i n g w e l l s i n the area. 

Q. Have a l l of the o f f s e t s been n o t i f i e d o f your 

plans f o r the development of t h i s acreage? 

A. Yes, s i r , they have. 

Q. Where i s the o f f s e t t i n g ownership of Yates 

Petroleum Corporation located? 

STEVEN T. BRENNER, CCR 
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A. Yates i s i n a s e c t i o n operated by Nearburg i n — 

a u n i t comprised of the east h a l f of Section 2 t o the n o r t h 

of t h i s u n i t . 

Q. And would you i d e n t i f y E x h i b i t Number 3, please? 

A. Number 3 i s a waiver from Yates Petroleum f o r our 

proposed l o c a t i o n . 

Q. You also are moving toward M e r i t and other 

i n t e r e s t owners? 

A. Yes, s i r . 

Q. Has n o t i c e been provided t o those i n t e r e s t owners 

i n accordance w i t h O i l Conservation D i v i s i o n r u l e s and 

re g u l a t i o n s ? 

A. Yes, s i r , they have. 

Q. And i s E x h i b i t Number 4 an a f f i d a v i t w i t h 

attached l e t t e r s and r e t u r n r e c e i p t s c o n f i r m i n g t h a t t h a t 

n o t i c e has been provided? 

A. Yes. 

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

t o review those p o r t i o n s of t h i s case? 

A. Yes. 

Q. Were E x h i b i t s 1, 2, 3 — and I guess the n o t i c e 

a f f i d a v i t was 5; i s t h a t r i g h t ? 

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

Q. Were those e x h i b i t s prepared by you or compiled 

a t your d i r e c t i o n ? 
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A. Yes, they were. 

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

move the admission i n t o evidence of Nearburg E x h i b i t s 1, 2, 

3 and 5. 

EXAMINER STOGNER: E x h i b i t s 1, 2, 3 and 5 w i l l be 

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

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

examination of Mr. Gray. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Gray, the e x i s t i n g p r o r a t i o n u n i t i s i n the 

n o r t h h a l f of 11, correct? 

A. Yes, s i r . 

Q. Okay. The w e l l i s an o l d plugged and abandoned 

w e l l , I would assume? 

A. Yes. 

Q. And t h a t ' s e s s e n t i a l l y i n the south h a l f of s a i d 

Section 11. I s t h a t i n a p h y s i c a l l y separate lease? 

A. No, a c t u a l l y the lease — the bottom — the 

surface l o c a t i o n and the bottomhole l o c a t i o n are on an 

i d e n t i c a l lease. 

Q. Okay, and t h a t ' s the — 

A. Although the u n i t s are d i f f e r e n t , obviously. I 

mean, obviously t h e r e i s no u n i t i n the south h a l f a t the 

present time. 

STEVEN T. BRENNER, CCR 
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Q. Okay. What — Is a l l of said Section 11 one 

common lease, or — 

A. No. 

Q. — i s i t even s p l i t ? 

A. No, there are two leases — You can see on the 

locator map, the east half of the east h a l f of Section 11 

i s — I t ' s a common lease, but i t ' s d i f f e r e n t ownership. 

That's — or actually i t was d i f f e r e n t . Nearburg i s the 

ownership of 100 percent of t h i s working i n t e r e s t at the 

present time. 

EXAMINER STOGNER: Okay. I have no questions. 

MR. CARR: A follow-up question. 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Can you j u s t , Mr. Gray, explain why Nearburg i s 

proposing t o d i r e c t i o n a l l y d r i l l t h i s w e l l , as opposed t o 

going w i t h a s t r a i g h t hole? 

A. Tim McDonald w i l l give the d i r e c t i o n a l and 

economic testimony regarding that. 

However, one reason we want to do t h i s as a 

di r e c t i o n w e l l , t h i s i s i n an area called the Azotea Mesa 

area, which i s mostly BLM. There's some state acreage, 

very l i t t l e fee, and i t ' s a very sensitive archeological 

and environmental area. In f a c t , Nearburg has won an award 

of some sort f o r cooperating with the BLM i n t h i s area. 

STEVEN T. BRENNER, CCR 
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This, i n p a r t , an e f f o r t t o d i s t u r b as l i t t l e 

land as p o s s i b l e , by u t i l i z i n g e x i s t i n g roads and 

l o c a t i o n s . 

Q. And Mr. McDonald w i l l also review the economic 

b e n e f i t s t h a t accrue by using the e x i s t i n g w e l l b o r e — 

A. Yes. 

MR. CARR: — i s t h a t r i g h t ? 

That's a l l I have. 

EXAMINER STOGNER: Does anybody else have any 

questions of Mr. Gray a t t h i s time? 

You may be excused. 

Mr. Carr? 

MR. CARR: At t h i s time I would c a l l Mr. 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. Mr. Elger, have you made a g e o l o g i c a l study of 

the area which i s the subject of t h i s A p p l i c a t i o n ? 

A. Yes, I have. 

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

study w i t h Mr. Stogner? 

A. Yes, I am. 

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

STEVEN T. BRENNER, CCR 
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here today? 

A. Yes, I have. 

Q. Let'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 Nearburg Producing Company E x h i b i t Number 

6. Would you review t h a t f o r the Examiner? 

A. This i s a type l o g f o r the — showing the 

i n t e r v a l of the r e s e r v o i r f o r the undesignated I n d i a n 

Basin-Upper Penn Associated Pool. The top of the 

Cisco/Canyon represents the top of t h a t p a r t i c u l a r 

r e s e r v o i r i n t h i s area. And the r e s e r v o i r i s 

c h a r a c t e r i s t i c a l l y a porous and vuggy dolomite. 

This p a r t i c u l a r l o g shows the P from the top t o 

bottom i s reading a dolomite l i t h o l o g y . And the base has 

been marked, you can see the i n t e r v a l . The o v e r a l l 

i n t e r v a l of the r e s e r v o i r i n t h i s area i s approximately a 

l i t t l e over 600 f e e t . 

Q. And where i s the M c K i t t r i c k Federal 11 1-Y w e l l 

located? 

A. We'll l o c a t e t h a t on — I t ' s also included on 

E x h i b i t Number 8, which i s a cross-section w i t h t he upper 

p a r t of t h i s r e s e r v o i r included. 

Q. Let's go t o your next e x h i b i t , the s t r u c t u r e map, 

E x h i b i t 7. Could you review t h a t f o r Mr. Stogner? 

A. E x h i b i t Number 7 i s a s t r u c t u r e map on the top of 

the Cisco/Canyon r e s e r v o i r pool i n t h i s area. I would 

STEVEN T. BRENNER, CCR 
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mention t h a t Nearburg — about e i g h t t o t e n months ago, 

Nearburg Producing Company conducted a 3-D seismic survey 

across the m a j o r i t y of the acreage t h a t i s shown on t h i s 

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

w e l l tops, but i t — i n t e g 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 s 

the geophysical i n t e r p r e t a t i o n of t h a t 3-D. 

Also shown on t h i s p a r t i c u l a r p l a t are w e l l s t h a t 

e i t h e r are c u r r e n t l y producing or have produced i n the past 

or are shut i n or whatever, t h e i r s t a t u s i s w e l l s t h a t have 

produced hydrocarbons from the Cisco/Canyon dolomite 

r e s e r v o i r . 

The cumulatives are shown as w e l l as — Well, I 

j u s t b e l i e v e the cumulatives are shown. The c u r r e n t d a i l y 

r a t e s are also shown. 

Q. And b a s i c a l l y , t h i s shows a good l o c a t i o n 

s t r u c t u r a l l y ? 

A. This shows t h a t — what our i n t e n t i s , based on 

our 3-D i n t e r p r e t a t i o n , we would l i k e t o r e - e n t e r the w e l l , 

the M c K i t t r i c k 11, former dry hole, and s i d e t r a c k i t t o the 

bottomhole — proposed bottomhole l o c a t i o n t h a t ' s been 

i d e n t i f i e d , because the 3-D survey i n d i c a t e s a f a i r l y 

s i g n i f i c a n t amount of d i p , and we b e l i e v e we can encounter 

some of t h a t r e s e r v o i r above what i s probably an o i l - w a t e r 

c o n t a c t i n t h i s area. 

Q. Let's go t o the s t r u c t u r a l c r o s s - s e c t i o n , E x h i b i t 

STEVEN T. BRENNER, CCR 
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8. Would you review th a t ? 

A. E x h i b i t Number 8 i s a s t r u c t u r a l c r o s s - s e c t i o n . 

I t i n c l u d es the — on the r i g h t side, t he l o g t h a t I also 

u t i l i z e d as the type l o g f o r t h i s pool, the F l o r i d a Chama 

Federal Number 1. 

There's a n a r r a t i o n associated w i t h t h i s 

p a r t i c u l a r w e l l of completion attempts i n the dolomite 

r e s e r v o i r , the upper p a r t of the dolomite r e s e r v o i r . 

Also shown are — h i g h l i g h t e d i n yell o w , are t h a t 

area of t h i s r e s e r v o i r i n which hydrocarbon shows were 

i n d i c a t e d , according t o the mud l o g . And where the w e l l i s 

c u r r e n t l y p e r f o r a t e d i s shown i n red, about the top f o u r t o 

f i v e f e e t of the r e s e r v o i r . 

Also shown a t the top of the l o g are what the 

p o t e n t i a l from t h a t set of p e r f o r a t i o n s was. I t pumped 52 

o i l and 30 MCF and 342 b a r r e l s of water per day on a 

p o t e n t i a l t e s t t h a t was conducted i n November of 1993. 

The production h i s t o r y from t h a t w e l l , along w i t h 

the — i n co n j u n c t i o n w i t h the mud l o g , shows — i n d i c a t e s 

t h a t only the very upper p o r t i o n of the dolomite a t t h a t 

l o c a t i o n was above what we consider t o be an o i l - w a t e r 

c o n t a c t , which i s somewhere — somewhere where you run out 

of mud l o g shows. 

The w e l l t h a t Nearburg i s proposing t o re - e n t e r 

t o k i c k o f f , t h a t was d r i l l e d i n the south h a l f of Section 

STEVEN T. BRENNER, CCR 
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11, t he M c K i t t r i c k Federal 11 I Number 1, the top of the 

dolomite r e s e r v o i r was encountered below the subsea l e v e l , 

where hydrocarbon shows were i n d i c a t e d over i n the — 

correspondingly i n the Chama Federal Well. And no 

hydrocarbon shows were recorded, and no d r i l l stem t e s t s 

were run i n the course of d r i l l i n g t h a t p a r t i c u l a r w e l l . 

Our conclusion i s t h a t t h a t w e l l — a l l o f the 

r e s e r v o i r i n t h a t w e l l i s below water. 

Again based on the 3-D, i t ' s our i n t e n t t o plug 

t h a t — re - e n t e r t h a t w e l l , and k i c k i t o f f a t a depth t h a t 

Mr. McDonald w i l l t e s t i f y t o , t o a bottomhole l o c a t i o n of 

2550 from the n o r t h and 400 f e e t from the east, where, 

according t o the 3-D survey, the top of the Cisco/Canyon 

r e s e r v o i r should be encountered a t a subsea depth of minus 

3910, which corresponds t o s i g n i f i c a n t — a gain i n 

s t r u c t u r a l e l e v a t i o n over the Chama — the F l o r i d a Chama 

Federal w e l l , which has i n d i c a t e d hydrocarbons i n the top 

p a r t of i t . 

Q. Were E x h i b i t s 6 through 8 prepared by you? 

A. Yes, they were. 

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

move the admission i n t o evidence of Nearburg E x h i b i t s 6 

through 8. 

EXAMINER STOGNER: E x h i b i t s 6 through 8 w i l l be 

admitted i n t o evidence. 
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MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Elger. 

EXAMINER STOGNER: I take i t there's no E x h i b i t 

Number 4? 

MR. CARR: There i s no E x h i b i t Number 4. These 

were numbered l a s t n i g h t by Mr. Owen, and somehow we missed 

4, and I don't know — 

EXAMINER STOGNER: Okay, l e t the recor d show t h a t 

t h e r e i s no E x h i b i t 4. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. R e f e r r i n g t o E x h i b i t Number 7, also E x h i b i t 

Number 8, the cross-section out, you i n d i c a t e a s t r u c t u r a l 

h i g h , t h a t t h a t ' s what you're aiming f o r , and t h a t ' s t h a t 

l i t t l e area t h a t takes i n Section 11 — p a r t s of Section 11 

and p a r t s of Section 12; i s t h a t c o r r e c t ? 

A. That i s c o r r e c t . I might add t h a t t h i s w i l l be 

the f i r s t attempt t o incorporate and d r i l l f o r t a r g e t s t h a t 

have been i d e n t i f i e d by our 3-D i n t h i s p a r t i c u l a r area, so 

we're — and we d i d have a very hard time processing the 

data across t h i s p a r t i c u l a r area. So ther e i s a hi g h 

degree o f r i s k associated w i t h t h i s p a r t i c u l a r s i d e t r a c k i n 

terms of encountering the depths t h a t have been p r e d i c t e d 

by t h e 3-D. 

Q. Now, r e f e r r i n g t o your c r o s s - s e c t i o n , E x h i b i t 
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Number 8, am I t o understand t h a t the blue p o r t i o n s on the 

two logs — I s t h a t a watered-out area? 

A. No, t h a t j u s t i d e n t i f i e s dolomite — where 

there's dolomite r e s e r v o i r rock. That p o r t i o n has been 

shaded i n blue. 

Q. Okay. Again, the o r i g i n a l w e l l or the w e l l t h a t 

you're r e - e n t e r i n g and d i r e c t i o n a l l y d r i l l i n g from, t h a t 

was i n the same s t r u c t u r e , but d e f i n i t e l y o f f of the h i g h 

i n which you're showing here t h a t e x i s t s t o the n o r t h and 

t o the east of t h i s area. Was t h a t watered out, or what 

d i d t h e Cisco/Canyon show f o r t h i s p a r t i c u l a r v e r t i c a l 

w e l l ? 

A. Well, t h i s e n t i r e area i s r i g h t o f f of the east 

southeast f l a n k of the I n d i a n Basin complex, and we're 

r i g h t t h e r e where the o r i g i n a l o i l - w a t e r contact f o r t h i s 

e n t i r e hydrodynamic system e x i s t e d i n i t i a l l y , and I b e l i e v e 

t h a t w e l l encountered the top of the r e s e r v o i r rock too low 

t o have ever encountered any hydrocarbon column. 

No mud l o g shows were re p o r t e d , no d r i l l stem 

t e s t s were run, and the w e l l was — A c t u a l l y i t was a w e l l 

t h a t was d r i l l e d by — I f o r g o t who the o r i g i n a l w e l l was 

d r i l l e d — I t was d r i l l e d as a Cisco/Canyon o b j e c t i v e i n 

the S i x t i e s , I b e l i e v e , and was l a t e r re-entered by 

Nearburg, who d r i l l e d i t — continued t o d r i l l t h a t w e l l 

from the Cisco/Canyon down t o a Morrow o b j e c t i v e . 
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This w i l l be the second time Nearburg has r e ­

entered t h i s w e l l . 

Q. I s there a d i s t i n c t water contact i n t h i s 

formation? 

A. I believe there i s , and from what I know of the 

reservoir, a l l of the producing a c t i v i t y that's e i t h e r on 

t h i s map or even o f f of t h i s map, where you see the base of 

the mud log shows indicated by t h i s Chama — Florida Chama 

Fed Number 1, which i s going to be at an approximate subsea 

depth of minus 4040, i s — there are no wells t h a t have 

been completed, t o my knowledge, below tha t subsea depth. 

Whether there's a d i s t i n c t — you don't see — 

Because of the characteristics of the formation water, you 

don't see d i s t i n c t — you can't — there's not an 

i d e n t i f i a b l e oil-water contact, based on r e s i s t i v i t y log 

p r o f i l e s . 

There appears t o be probably a sort of a 

t r a n s i t i o n zone where you do get a mix of hydrocarbons and 

water, and again, because of the hydrodynamics of t h i s 

e n t i r e system and a l l of the amount of a c t i v i t y back t o the 

west of t h i s area, that varies from location t o location. 

But I would characterize i t more as a t r a n s i t i o n zone 

rather than a d i s t i n c t oil-water contact. 

Q. Can that t r a n s i t i o n zone be indicated on t h i s — 

on Exhibit Number 7, your plat? I s i t that d i s t i n c t or — 
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A. I b e l i e v e i t could, yes. You could t r a c e around 

t h a t i n t e r v a l or j u s t above minus 4050 subsea, and t h a t 

would be — t h a t would represent an approximate base of 

t h a t t r a n s i t i o n zone. 

Q. I s t h a t a gas-water t r a n s i t i o n or an o i l - w a t e r 

t r a n s i t i o n ? 

A. That's a good question. We're s t i l l t r y i n g t o 

answer t h a t question. 

Q. Okay, t h a t ' s why i t ' s an associated p o o l , huh? 

Why was i t not prudent of d r i l l i n g more t o the 

n o r t h and t r y i n g t o stay on the f a r — There again, I'm 

r e f e r r i n g t o E x h i b i t Number 7 — I hope we haven't made 

t h i s question c l e a r — t r y i n g t o h i t t h a t f u r t h e r e s t 

western p o i n t of t h a t s t r u c t u r a l high, as opposed t o — 

A. This was — 

Q. — going the s h o r t e s t distance? 

A. Yeah, we picked the s h o r t e s t distance — 

Q. And why? 

A. — and b a s i c a l l y ended up encroaching on 

ourselves. 

Q. Was t h a t more f o r economic reasons on the 

d i r e c t i o n a l d r i l l i n g p o r t i o n ? 

A. That played a b i g r o l e , I'm sure. 

Q. Okay. And I'm assuming Mr. McDonald w i l l — 

A. Yes. 
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EXAMINER STOGNER: — be covering t h a t aspect of 

i t ? Okay. 

What k i n d of — I ' l l t e l l you what, l e t ' s — I ' l l 

hear what Mr. McDonald says, and then i f I have any other 

questions of Mr. Elger I ' l l ask i t again. 

MR. CARR: That being the case w e ' l l c a l l Mr. 

McDonald. 

TIM MCDONALD. 

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 state your name f o r the record, please? 

A. My name i s Tim McDonald. 

Q. And where do you reside? 

A. Dallas, Texas. 

Q. By whom are you employed? 

A. Nearburg Producing Company. 

Q. And what i s your current p o s i t i o n with Nearburg? 

A. I'm a petroleum engineer. 

Q. Mr. McDonald, have you previously t e s t i f i e d 

before t h i s D i v i s i o n ? 

A. Yes, I have. 

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

c r e d e n t i a l s as a petroleum engineer accepted and made a 
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matter of record? 

A. Yes, they were. 

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

t h i s case on behalf of Nearburg Producing Company? 

A. Yes, I am. 

Q. And are you f a m i l i a r w i t h Nearburg's plans t o 

d i r e c t i o n a l l y or i n t e n t i o n a l l y deviate t h i s wellbore? 

A. Yes. 

Q. Have you prepared e x h i b i t s t o review w i t h Mr. 

Stogner? 

A. Yes, I have. 

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

acceptable? 

EXAMINER STOGNER: They are. 

Q. (By Mr. Carr) I n i t i a l l y , Mr. McDonald, l e t ' s go 

back t o E x h i b i t Number 2 and, i f you would, j u s t from t h i s 

e x h i b i t , review the surface and bottomhole l o c a t i o n f o r the 

w e l l . 

A. Okay, the c u r r e n t surface l o c a t i o n i s 2310 from 

t h e south l i n e , 960 from the east l i n e , and the bottomhole 

l o c a t i o n i s 2550 from the n o r t h l i n e and 400 from t h e east 

l i n e . 

Q. And the bottomhole i s w i t h i n the dedicated 

acreage or p r o j e c t area f o r the well? 

A. Yes, s i r . 
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Q. A l l r i g h t . Now, l e t ' s go t o E x h i b i t Number 9. 

W i l l you i d e n t i f y and review t h a t f o r Mr. Stogner? 

A. E x h i b i t Number 9 i s a d i r e c t i o n a l program 

prepared by DIG, a d i r e c t i o n a l company i n Midland, f o r our 

p l a n f o r d e v i a t i n g the e x i s t i n g wellbore t o move i t t o our 

proposed bottomhole l o c a t i o n . 

I t shows a k i c k o f f p o i n t a t a measured depth of 

4538 f e e t , and i t shows the angle t h a t we p l a n t o f o l l o w . 

We p l a n t o be — Our t o t a l displacement w i l l be 700 f e e t a t 

the bottomhole l o c a t i o n . We a c t u a l l y p l an t o d r i l l 

v e r t i c a l l y i n t o the formation. We'll t u r n the w e l l back a t 

a c t u a l l y about 7840, w e ' l l be back a t v e r t i c a l , and w e ' l l 

e nter t h e formation v e r t i c a l l y a t t h a t p o i n t . 

I t a lso shows the — i t shows a — both a 

v e r t i c a l and a h o r i z o n t a l , i t shows the angle being n o r t h 

53, 7 east. 

Q. And what i s the second page of t h i s e x h i b i t ? 

A. Second page i s the t a b u l a r computation of the 

curve on the f i r s t page. 

Q. Let's go now t o your next e x h i b i t , Nearburg 

E x h i b i t Number 10, and — the h o r i z o n t a l view, and I ' d ask 

you t o simply review what t h a t shows. 

A. A l l t h i s shows, i t shows the e x i s t i n g surface 

l o c a t i o n , the bottomhole l o c a t i o n , and i t shows the p r o j e c t 

area, which i s the n o r t h h a l f of Section 11. 
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Q. And what w i l l the producing area f o r t h e w e l l ? 

A. The producing area — 

Q. W i l l i t be j u s t the standard setback w i t h i n the 

spacing u n i t ? 

A. I t w i l l a c t u a l l y w i l l be somewhat d i f f e r e n t 

because we're nonstandard here. 

Q. Okay, the producing area would be what? 

A. The producing area would be — My understanding 

of the r u l e s , the way you would normally draw i t would be 

the 660 setbacks on the f o u r corners, and here — The 

reason I d i d n ' t draw i t on here i s , I wasn't sure how i t 

a p p l i e d here w i t h i t being nonstandard. I guess i t would 

be the 400 of the east l i n e and 660 o f f the n o r t h q u a r t e r 

— the northeast q u a r t e r , northeast corner, the northwest 

corner, and then also the distance from the c e n t e r l i n e o f f 

the southwest corner, and then 660 from the west t h e r e . 

Q. And Mr. McDonald, when you d r i l l and complete the 

w e l l , i n f a c t , the wellbore i n t h i s f o r mation w i l l be 

t o t a l l y confined t o the p r o j e c t and producing area as 

you've j u s t d e f i n e d i t ? 

A. Yes, i t w i l l be. 

Q. Let's go t o E x h i b i t Number 11. 

A. Okay. 

Q. Could you i d e n t i f y t h i s f o r Mr. Stogner and 

e x p l a i n why t h i s i s included? 
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A. E x h i b i t Number 11 i s a cost estimate f o r the 

proposed r e - e n t r y operations t o — I t shows a dryhole cost 

of $313,240, a completion cost of $269,505 and a t o t a l 

completed w e l l cost of $582,745 

Q. And i f we go t o your next e x h i b i t , E x h i b i t 12, 

what i s t h a t ? 

A. E x h i b i t 12 i s a cost estimate f o r a n e w - d r i l l 

v e r t i c a l w e l l a t the proposed bottomhole l o c a t i o n , and the 

dryhole cost on t h a t w e l l would be estimated t o be 

$413,970, the completion cost would be $266,695 and the 

completed w e l l cost of $680,665. 

Q. So you can save approximately $100,000 by 

i n t e n t i o n a l l y d e v i a t i n g t h i s w e l l and using the o l d 

wellbore? 

A. I f ev e r y t h i n g goes w e l l , yes. 

Q. I n your o p i n i o n , w i l l g r a n t i n g of t h i s 

A p p l i c a t i o n and the d r i l l i n g of t h i s w e l l as proposed 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 o f waste 

and t h e 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 h i n k i t would be. 

Q. How soon does Nearburg hope t o spud t h i s w e l l ? 

A. We have a r i g scheduled f o r the 17th of February. 

Q. And when you d r i l l the w e l l , w i l l you conduct 

d i r e c t i o n a l surveys on the well? 

A. Yes, we w i l l . 
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Q. And w i l l you provide copies of those t o both the 

O i l Conservation D i v i s i o n o f f i c e s i n Santa Fe, as w e l l as 

Ar t e s i a ? 

A. Yes, we w i l l . 

Q. Were E x h i b i t s 9 through 12 prepared by you? 

A. Yes, they were. 

MR. CARR: We move the admission of Nearburg 

E x h i b i t s 9 through 12. 

EXAMINER STOGNER: E x h i b i t s 9 through 12 w i l l be 

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

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

examination of Mr. McDonald. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Does t h i s p a r t i c u l a r w e l l have a l l the produ c t i o n 

casing s t i l l cemented i n the hole? 

A. No, when we plugged i t , we shot o f f t h e casing a t 

7275 f e e t . I t has the surface casing, which i s — A c t u a l l y 

i t has j u s t a conductor casing set a t 30 f e e t , and then i t 

has t h e surface casing set a t 1797 f e e t , which i s 8 5/8. 

Q. I'm s o r r y , what was the intermediate casing depth 

again? 

A. I t ' s 1797 f e e t . 

Q. Okay. And you were able t o p u l l 7200 f e e t of the 

pro d u c t i o n casing? 
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A. That's c o r r e c t . 

Q. So you w i l l be k i c k i n g o f f i n an open-hole 

i n t e r v a l ? 

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

Q. And should t h i s w e l l be commercially p r o d u c t i v e , 

what would the production casing program f o r t h i s w e l l be 

a t t h a t time? 

A. We'll run 5 1/2 casing t o TD. 

Q. Down t o TD, and then p e r f o r a t e — or produce out 

of p e r f o r a t i o n s ? 

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

Q. My question t h a t I was going t o ask Mr. Elger was 

more of a r e s e r v o i r engineering question. The e x i s t i n g 

w e l l i n t h a t n o r t h h a l f , i s t h a t s t i l l producing and 

h o l d i n g t h a t p r o r a t i o n u n i t ? 

A. The w e l l i s c u r r e n t l y shut i n . I t ' s w a i t i n g on 

e l e c t r i c a l i n s t a l l a t i o n t h e r e . We t e s t e d the w e l l . I t ' s 

been approved by the BLM t o be shut i n pending the power 

company s e t t i n g a su b s t a t i o n which — 

Q. Did i t — 

A. — i t could be anytime. We've been w a i t i n g — 

Q. What k i n d of a GOR t e s t d i d i t have, or what k i n d 

of p r o d u c t i o n do you a n t i c i p a t e on t h a t w e l l ? 

A. On the new well? 

Q. Yeah. 
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A. We don't r e a l l y know. At t h a t s t r u c t u r a l 

p o s i t i o n we a n t i c i p a t e i t would be a gas w e l l . 

Q. I d i d n ' t know i f there was any show of condensate 

or o i l i n t h i s p a r t i c u l a r p o r t i o n of t h a t — 

A. These w e l l s , they do make — we see both a 

condensate-type o i l and more of a black o i l a l s o , some of 

the w e l l s . 

Q. So e s s e n t i a l l y you're hoping t o s i d e t r a c k i n t o 

some s o r t of a t t i c p roduction, e s s e n t i a l l y ? 

A. Yeah, we're l o o k i n g f o r another s t r u c t u r a l h i g h . 

EXAMINER STOGNER: Okay, I have no other 

questions of e i t h e r Mr. Elger or Mr. McDonald a t t h i s time. 

MR. CARR: And t h a t concludes our p r e s e n t a t i o n . 

EXAMINER STOGNER: Does anybody else have 

anything f u r t h e r i n Case 11,690? 

Mr. Carr, would you provide me a rough d r a f t — 

MR. CARR: Yes, s i r , I w i l l . 

EXAMINER STOGNER: — a copy of f i n d i n g s ? 

And w i t h t h a t , I ' l l take Case Number 11,69 0 under 

advisement. 

(Thereupon, these proceedings were concluded a t 

10:32 a.m.) 

* * * 
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