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MR. STOGNER: C a l l next Case 

Number 847 8. 

MR. TAYLOR: The a p p l i c a t i o n of 

BTA O i l Producers f o r compulsory p o o l i n g , Lea County, New 

Mexico. 

MR. CARR: May i t please the 

Examiner, I represent Chama Petroleum Company who has a 

p a r a l l e l a p p l i c a t i o n seeking poo l i n g of the same lands f o r a 

w e l l a t a d i f f e r e n t l o c a t i o n . 

We have requested t h a t t h i s 

a p p l i c a t i o n be continued — the BTA a p p l i c a t i o n be con­

ti n u e d and set on the 2 7th of t h i s month at the same time 

the Chama a p p l i c a t i o n w i l l be heard. 

MR. STOGNER: Case Number 8478 

w i l l so be continued t o the Examiner Hearing scheduled f o r 

February 27th, 1985. 

(Hearing concluded.) 
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C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY CERTIFY 

t h a t the foregoing T r a n s c r i p t of Hearing before the O i l Con­

se r v a t i o n D i v i s i o n was reported by me; t h a t the said t r a n ­

s c r i p t i s a f u l l , t r u e , and c o r r e c t record of the hearing, 

prepared by me t o the best of my a b i l i t y . 

•;-.at the foregoing is 
. v , r.rrccsrflnqs in 

the txavr-er ^ ^ J ^ ^ ^ W T 

| do hcri ,y 
a comp'e:e re A 

.eas ing ot 

heard by me on 

Oil Conservation Oivi 
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MR. STOGNER: This hearing w i l l 

come t o order. 

We w i l l c a l l now Case Number 

8478. 

MR. TAYLOR: The a p p l i c a t i o n of 

BTA O i l Producers f o r compulsory p o o l i n g , Lea County, New 

Mexico. 

MR. STOGNER: We'll now c a l l 

f o r appearances. 

MR. KELLAHIN: I f the Examiner 

please, I'm Tom K e l l a h i n of Santa Fe, New Mexico, appearing 

on behalf of the a p p l i c a n t . 

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 law f i r m 

Campbell and Black, appearing on behalf of Chama Petroleum 

Company. 

The next case on the docket i s 

Case 8505. That case involves p o o l i n g of the same acreage. 

We would ask t h a t i t be consolidated f o r purposes of hearing 

and separate orders t o be entered. 

MR. STOGNER: Are there any ob­

je c t i o n s ? 

MR. KELLAHIN: No o b j e c t i o n . 

MR. CARR: I'd also l i k e t o 

note t h a t when the case was o r i g i n a l l y a d v e r t i s e d , i t ' s a 

very lengthy and complicated advertisement due t o the f a c t 
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at the time i t was advertised there was an a p p l i c a t i o n pen­

ding f i l e d by Chama seeking the l i m i t a t i o n of the pool r u l e s 

f o r the Lea Pennsylvanian Gas Pool. 

The a p p l i c a t i o n was denied; 

t h e r e f o r e i t i s unnecessary t o consider any 320-acre pooling 

i n t h i s case, and so any p o r t i o n of t h a t or which r e l a t e s t o 

t h a t and anything i n our a p p l i c a t i o n which r e l a t e s t o 320-

acre pooling may be dismissed. 

MR. STOGNER: Mr. Carr, you are 

i n f a c t pooling from the surface --

MR. CARR: To the base of the 

Morrow under the northeast quarter of Section 25, which I 

believe i s the same acreage involved i n the BTA a p p l i c a t i o n . 

MR. STOGNER: Okay, the BTA ap­

p l i c a t i o n i s pool i n g i n t e r e s t i n the Pennsylvanian formation 

only, so the Wolfcamp i n t h i s p a r t i c u l a r area i s s t i l l 

developed on 320 acres. 

MR. KELLAHIN: I'm not sure. 

MR. CARR: I'm not e i t h e r . 

MR. STOGNER: The Wolfcamp only 

because the Pennsylvanian i s i n the Lea Pennsylvanian Pool 

t h a t has 160 acres. 

Our r u l e s say t h a t 320 acres 

p e r s i s t s on a l l formations older than the Wolfcamp formation 

age, so t h e r e f o r e , the 320 acres s t i l l e x i s t s i n the Wolf­

camp . 

MR. KELLAHIN: And i f we get a 
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Wolfcamp w e l l I guess w e ' l l have t o come back and redo t h i s 

or work out some agreement because we're only seeking to 

pool 160 acres because of sp e c i a l pool r u l e s i n the Lea 

Penn, i s a l l i t w i l l a llow. 

MR. STOGNER: Well, l e t me see. 

The BTA a p p l i c a t i o n i s pooling a l l i n t e r e s t i n the Pennsyl­

vanian formation only, i s t h a t c o r r e c t ? 

MR. ZOLLER: Right. 

MR. STOGNER: Whereas Chama has 

everything else plus the s t u f f i n the Pennsylvanian, i s t h a t 

c o r r e c t ? 

MR. CARR: Well, the purpose of 

my statement was t o simply concede t h a t we no longer have 

the problem t h a t would s p r i n g from the a p p l i c a t i o n f i l e d by 

Chama, and t h a t t o the extent t h a t we are only looking a t 

160-acre spacing, anything else t h a t was involved i n t h a t 

p r i o r case i s now mooted by t h a t d e c i s i o n and we want i t 

clea r t h a t we are now not considering 320 acres, t h a t we're 

accepting the f a c t t h a t the pool r u l e s f o r the Lea Penn Pool 

have not been l i m i t e d as the e a r l i e r — 

MR. STOGNER: We do have t h a t 

s t r a i g h t . 

MR. KELLAHIN: Yes, s i r . 

MR. STOGNER: Okay. We w i l l 

now a t t h i s time c a l l Case 8505. 

MR. TAYLOR: The a p p l i c a t i o n of 

Chama Petroleum Company f o r compulsory p o o l i n g and an unor-
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thodox gas w e l l l o c a t i o n , Lea County, New Mexico. 

MR. STOGNER: These two cases 

w i l l be consolidated f o r purposes of testimony. Let the r e ­

cord show t h a t these two p a r t i e s also enter an appearance i n 

t h i s case number. 

Is there any other appearances 

i n t h i s matter, these matters? 

W i l l you please continue. 

MR. KELLAHIN: I have three 

witnesses t o be sworn, Mr. Stogner. 

MR. CARR: And I have two. 

MR. STOGNER: A l l witnesses 

please stand and be sworn. 

(Witnesses sworn.) 

MR. KELLAHIN: I f the Examiner 

please, w e ' l l c a l l as our f i r s t witness Robin Hughes. 

ROBIN HUGHES, 

being c a l l e d as a witness and being duly sworn upon her 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q Miss Hughes, f o r the record would you 

please s t a t e your name and occupation? 
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A Robin Hughes, Landman, BTA O i l Producers. 

Q Miss Hughes, have you pr e v i o u s l y t e s t i ­

f i e d before the O i l Conservation D i v i s i o n as a petroleum 

landman? 

A Yes. 

Q And are you f a m i l i a r w i t h the land t i t l e 

arrangement w i t h regards t o BTA's a p p l i c a t i o n and the var­

ious e f f o r t s on behalf of the BTA t o attempt t o form a v o l ­

untary u n i t w i t h Chama? 

A Yes. 

MR. KELLAHIN: We tender Miss 

Hughes as an expert petroleum landman. 

MR. STOGNER: Are there any ob­

je c t i o n s ? 

MR. CARR: No o b j e c t i o n . 

MR. STOGNER: She i s so q u a l i ­

f i e d . 

Q Miss Hughes, l e t me d i r e c t your a t t e n t i o n 

t o the land p l a t t h a t we have tendered as BTA E x h i b i t Number 

One and so t h a t we a l l have a c l e a r understanding of the i s ­

sues involved i n t h i s hearing, have you i d e n t i f y f o r us the 

160-acre spacing and p r o r a t i o n u n i t t h a t >.t the subject of 

the forced p o o l i n g a p p l i c a t i o n . 

A Yes, I have. That would be the northeast 

quarter of Section 25, Township 20 South, Range 34 East, Lea 

County, New Mexico. 

Q Wi t h i n t h a t 160-acre spacing and prora-
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t i o n u n i t would you i d e n t i f y f o r us who are the working i n ­

t e r e s t owners? 

A Okay. BTA owns 50 percent of the working 

i n t e r e s t i n the 160 acres. 

Q A l l r i g h t . 

A Chama, or Charles Nearburg, owns the 

other 50 percent of the working i n t e r e s t , being the west 

h a l f of the northeast q u a r t e r . 

Q Your e x h i b i t shows the east h a l f of the 

northeast quarter w i t h Exxon's name on t h a t . 

A Yes. BTA''s working i n t e r e s t i n the 

northeast quarter comes by v i r t u e of a farmount agreement 

w i t h Exxon. 

Q So f o r the spacing and p r o r a t i o n u n i t the 

east h a l f working i n t e r e s t i s c o n t r o l l e d by BTA and the west 

h a l f i s c o n t r o l l e d by Chama, or Mr. Nearburg. 

A That's r i g h t . 

Q From your understanding and r e c o l l e c t i o n 

of the events t r a n s p i r i n g between BTA and Mr. Nearburg, 

and/or Chama, would you describe f o r us i n ch r o n o l o g i c a l o r ­

der the e f f o r t s t h a t have t r a n s p i r e d between your company 

and Mr. Nearburg w i t h regards t o d r i l l i n g a w e l l i n the 

northeast quarter of t h i s section? 

A Okay. Our f i r s t correspondence w i t h Mr. 

Nearburg came on May the 9th of 1984. 

Q I have marked t h a t l e t t e r as E x h i b i t Num­

ber Two. — — — 
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A Okay. 

Q A l l r i g h t . Is t h i s the f i r s t attempt by 

BTA t o propose the formation of a Morrow t e s t i n the Lea 

Pennsylvanian Pool f o r the northeast quarter of t h i s sec­

t i o n ? 

A Yes, i t was. At t h a t time BTA approached 

several working i n t e r e s t owners i n the area and attempted to 

negotiate farmout agreements. The f i r s t t e s t w e l l had not 

been d r i l l e d . A proposed t e s t w e l l was t o be located i n the 

southeast quarter of Section 24, where we subsequently d r i l ­

led the Lynch No. 1 Well. 

As I s a i d , on May the 9th we f i r s t ap­

proached Mr. Nearburg f o r a farmout agreement of h i s acreage 

i n the west h a l f of the northeast quarter of Section 25 and 

proposed t o d r i l l the f i r s t w e l l i n the southeast quarter of 

24 and operate the area under 180-day continuous development 

p r o v i s i o n . 

Q The f i r s t w e l l i n the Lea Penn — 

A Right. 

Q — d r i l l e d by BTA was located i n the 

southeast quarter of Section 24? 

A That's r i g h t . 

Q The s e c t i o n t o the n o r t h of 25. 

A That's r i g h t . 

Q When was the second w e l l d r i l l e d , approx­

imately? 

A The second w e l l was commenced December 
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the 21st, 1984. 

Q And t h a t i s located where? 

A That's located i n the southwest quarter 

of Section 24. 

Q I n discussing a w e l l f o r the northeast 

quarter of Section 25, were there any e f f o r t s , t o your know­

ledge, by e i t h e r Chama or Mr. Nearburg p r i o r t o May 9th, 

1984, by which Chama had approached BTA to e i t h e r farm out 

i t s acreage or t o p a r t i c i p a t e i n a w e l l operated by Chama or 

Mr. Nearburg? 

A No. 

Q Would you describe f o r us ge n e r a l l y wht 

were the proposed terms of the o f f e r by BTA t o Mr. Nearburg 

concerning h i s acreage i n t h i s spacing u n i t ? 

A Okay. We asked Mr. Nearburg t o farmout 

h i s i n t e r e s t i n the west h a l f of the northeast quarter of 

Section 25 to BTA, r e t a i n i n g an o v e r r i d i n g r o y a l t y i n t e r e s t , 

being the d i f f e r e n c e between 25 percent and present lease­

hold burden, w i t h a 25 percent back-in a t pay out. 

Q Did you propose t o Mr. Nearburg a t t h i s 

p o i n t the o p p o r t u n i t y t o p a r t i c i p a t e i n the well? 

A Not a t t h i s p o i n t , no. 

Q A l l r i g h t . Would you describe f o r us 

what then i s the next event t h a t took place a f t e r the May 

9th l e t t e r ? 

A Okay. A f t e r the May 9th l e t t e r , as I 

sa i d , we d r i l l e d the Lynch No. 1 i n the southeast q u a r t e r . 
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We d r i l l e d the Lynch No. 2 i n the south­

west q u a r t e r , and then we again approached Chama on January 

the 4th and asked f o r support f o r a w e l l i n the northeast 

quarter of Section 25. 

At t h a t time we asked t h a t Chama e i t h e r 

e l e c t t o p a r t i c i p a t e i n the w e l l w i t h t h e i r 50 percent work­

ing i n t e r e s t or t o farm out t o BTA, r e t a i n i n g the d i f f e r e n c e 

between 30 percent and present leashehold burden. 

Q Attached t o E x h i b i t Number Three, which 

i s BTA's l e t t e r of January 4 t h , '85, i s an AFE. 

A Right. 

Q I s t h i s the AFE t h a t was submitted t o Mr. 

Nearburg? 

A Yes, i t i s . 

Q A l l r i g h t , what then i s the next event 

t h a t occurred? 

A Mr. Nearburg, or Chama, responded t o BTA 

on January the 14th, s t a t i n g t h a t they were also i n t e r e s t e d 

i n developing the acreage but t h a t they had d i f f e r e n t ideas 

about how i t should be developed. 

They stat e d i n t h e i r l e t t e r t h a t they had 

on January the 4th staked a l o c a t i o n 660 f e e t from the nor t h 

l i n e and 1980 from the east l i n e of Section 25. 

In t h a t l e t t e r they s t a t e d t h a t BTA's 

farmout terms would not be acceptable t o them and t h a t i n 

terms of p a r t i c p a t i n g they f e l t t h a t BTA's AFE was exces­

sive . 
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Q A l l r i g h t , what then i s the next event 

t h a t occurs a f t e r the January 14th l e t t e r ? 

A There was a meeting between Chama and BTA 

on -- w e l l , I'm s o r r y . 

The next t h i n g t h a t happened was t h a t BTA 

applied f o r compulsory poo l i n g on January the 16th. 

Q A l l r i g h t , what then i s the next t h i n g 

t h a t happened? 

A On February the 4th we received corres­

pondence from Chama i n d i c a t i n g t h a t they also had f i l e d f o r 

compulsory p o o l i n g . 

Q A l l r i g h t , so by E x h i b i t Number Five, 

which i s Chama's l e t t e r of February 4 t h , both companies have 

traded a p p l i c a t i o n s t o force pool the other. 

A That's r i g h t . 

Q A l l r i g h t . A f t e r the February 4th l e t ­

t e r , what then i s the next event? 

A There was a meeting between Chama and BTA 

on February the 15th and more terms were discussed and no — 

Q Was an agreement reached? 

A NO. 

0 Following the February 15th meeting, what 

then i s the next event? 

A Chama wrote BTA on February the 21st and 

proposed farmout terms whereby Chama would farmout t o BTA 

r e t a i n i n g an o v e r r i d i n g r o y a l t y i n t e r e s t being the d i f f e r ­

ence between 25 percent and leasehold burdens, and also r e -
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t a i n i n g a 40 percent back-in a t payout. 

Q A l l r i g h t , l e t ' s look a t E x h i b i t Number 

Six, which i s the February 21st l e t t e r , Miss Hughes. 

What, i f any, response has Chama given 

you w i t h regards t o a proposed l o c a t i o n f o r the subject w e l l 

i n the northeast quarter of t h i s section? 

A Well, I t h i n k t h e i r proposed l o c a t i o n was 

1980 from the east l i n e , and as f a r as BTA operating the 

w e l l , i n the February 21st l e t t e r they said t h a t the w e l l 

could be operated at a l o c a t i o n of BTA's choice i f we ac­

cepted t h e i r farmout terms. 

Q With regards t o the AFE t h a t BTA submit­

ted t o Chama, was there any r e s o l u t i o n of the d i f f e r e n c e s 

between the operators w i t h regards t o AFE costs f o r the 

well? 

A Well, I don't r e a l l y t h i n k so. They --

they said t h a t they would l i k e t o discuss c e r t a i n items, but 

b a s i c a l l y t h a t i t would probably be acceptable. 

Q As of today's hearing, Miss Hughes, has 

Chama and BTA come t o any agreement w i t h regards t o forming 

a v o l u n t a r y u n i t f o r the d r i l l i n g of t h i s w e l l or come to 

terms w i t h regards t o a farmout of Chama's i n t e r e s t t o BTA? 

A No. 

Q Do you have, Miss Hughes, a proposed r a t e 

t o be included i n any forced p o o l i n , :cer w i t h regards to 

the overhead charges t o be assessed w h i l e d r i l l i n g and then 

w h i l e producing? 
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A Yes. We would propose d r i l l i n g overhead 

rates of $5150 and producing rates of $560. 

Q Would you describe f o r me upon what basis 

you make t h a t recommendation? 

A Well, the number — our Lynch No. 2 Well 

was also — was operated under a j o i n t o perating agreement 

and these are the terms t h a t — these are the overhead rates 

t h a t we used f o r t h a t w e l l and i t ' s been agreeable t o the 

non-operators and — 

Q The No. 2 Well i s i n the southwest quar­

t e r of Section 24? 

A Yes. 

Q Would you i d e n t i f y f o r us who the non-

operating working i n t e r e s t owners, some of them who have 

committed t o t h a t rate? 

A I t ' s Union O i l Company of C a l i f o r n i a . 

Q And t h a t w e l l was d r i l l e d i n 1984? 

A Yes. That w e l l has not been completed 

y e t . 

Q Do you know how the estimated w e l l cost 

on the AFE t h a t was submitted t o Chama by l e t t e r dated Jan­

uary 4 t h , 1985, upon what basis t h a t was prepared? 

A Well, the No. 1 Well has t o t a l d r i l l i n g 

and completing costs of about $ 1 . 8 - m i l l i o n and the No. 2 

Well, which has not yet been completed, I t h i n k i s now 

around $888,000. 

Q How then was the estimated w e l l costs on 
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t h i s E x h i b i t Number Five — I'm s o r r y , E x h i b i t Number Three, 

been compiled and prepared? 

Was i t based j u s t upon the costs f o r 

those two w e l l s as pr o j e c t e d or based upon some other costs? 

A Well, I can't r e a l l y say — 

Q A l l r i g h t . 

A — f o r c e r t a i n . I assume t h a t the costs 

on the 1 and 2 wel l s were c e r t a i n l y taken i n t o considera­

t i o n . 

Q Except f o r the AFE, Miss Hughes, were the 

other E x h i b i t s One through Seven e i t h e r prepared by you or 

represent correspondence received by BTA from Chama i n f i l e s 

t h a t are subject t o your c o n t r o l and supervision? 

A Yes. 

MR. KELLAHIN: That concludes 

my examination of Miss Hughes. 

We move the i n t r o d u c t i o n of 

Ex h i b i t s One through Seven. 

MR. STOGNER: Is there any 

objec t i o n ? 

MR. CARR: No o b j e c t i o n . 

MR. STOGNER: E x h i b i t s One 

through Seven w i l l be admitted i n t o evidence. 

Mr. Carr, your witness. 

CROSS EXAMINATION 

BY MR. CARR: 
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Q Miss Hughes, my name i s B i l l Carr. I 

represent Chama. I have several questions f o r you. 

I f you would look a t your E x h i b i t Number 

One, the three spacing u n i t s are i n d i c a t e d . As t o the spac­

ing u n i t which i s comprised of the southwest quarter of 24, 

d i d t h a t case r e q u i r e t h a t BTA come i n and seek a compulsory 

pooling order? 

A We d i d at one time seek a compulsory 

pooling order but i t was l a t e r dismissed. 

Q Okay. Was there ever a hearing, t o your 

knowledge on t h a t w ell? 

A Yes, there was a hearing. 

Q Did you t e s t i f y i n t h a t hearing? 

A Yes, I d i d . 

Q And what was the subject of t h a t hearing? 

A Well, the subject of t h a t hearing was the 

forced pooling of the west h a l f of the southwest q u a r t e r . 

Q Now no hearing, I assume, was required on 

the southeast q u a r t e r . 

A That's r i g h t . 

Q Does BTA own a l l the working i n t e r e s t i n 

t h a t , i n t h a t quarter section? 

A Yes, i t does. 

Q And so we're now on the second pooling 

hearing i n three u n i t s . 

The f i r s t l e t t e r i n your -- which I be­

l i e v e i s E x h i b i t Number Two, i s dated May the 9th. I be-
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l i e v e you st a t e d t h i s was BTA's f i r s t attempt t o contact 

Charles Nearburg of Chama Petroleum — 

A Yes. 

Q — Company. Was there any fol l o w - u p , 

t h a t you're aware o f , on the p a r t of BTA a f t e r t h i s l e t t e r 

was sent i n May? 

A No. 

Q Are you aware of any telephone c a l l s or 

anything mailed t o Chama? 

A No, I'm not. 

Q Was t h i s — i t doesn't seem t o i n d i c a t e 

i t was mailed by c e r t i f i e d m a i l . Do you know i f i t was or 

not? 

A I don't b e l i e v e i t was. 

Q Are you aware t h a t the address on t h i s 

l e t t e r i s i n c o r r e c t ? 

A No, I'm not aware of t h a t . 

Q That the t r u e address of Chama Petroleum 

Company i s Box 31405 and t h a t the z i p code i s 75231? 

A I was not aware of t h a t . 

Q Did — I assume you d i d n ' t receive any 

response from Chama t o t h i s l e t t e r . 

A No, s i r . 

Q Are you aware of the hearing t h a t was 

held before the D i v i s i o n on January the 3rd concerning the 

change i n spacing, or the l i m i t a t i o n of the pool r u l e s f o r 

the Lea Penn Gas Pool? 
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A I was aware of t h a t , yes. 

Q That took place the day before your l e t ­

t e r was sent t o Chama proposing the — the second l e t t e r t o 

Chama proposing development of the northeast quarter of 25, 

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

A You said i t took place on January the 

3rd? 

Q Yes. 

A Then t h a t would be the day before our 

l e t t e r . 

Q And you received a response t o your Jan­

uary 4th l e t t e r ten days l a t e r , t h a t being the next e x h i b i t 

i n the packet of m a t e r i a l --

A Right. 

Q -- dated January 14th. 

Now t h a t l e t t e r requested a personal 

meeting between the p a r t i e s , d i d i t not? 

A Yes. 

Q But p r i o r to a personal meeting there was 

an exchange of a p p l i c a t i o n s f o r compulsory p o o l i n g , i s t h a t 

r i g h t ? 

A Well — 

Q Or was there a meeting before the a p p l i ­

c a t i o n f o r compulsory pooling was f i l e d by BTA, do you know? 

A I don't t h i n k there was a meeting before 

we f i l e d our compulsory p o o l i n g a p p l i c a t i o n now. 

Q But we are i n a p o s i t i o n where we don't 
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have agreement between the p a r t i e s f o r the development of 

the t r a c t . That's f a i r t o say. 

The overhead charges t h a t you have r e ­

commended, those are the f i g u r e s t h a t were a c t u a l l y used on 

the Lynch No. 2 or was i t the Lynch No. 1? 

A The Lynch No. 2. 

Q Okay, and are those f i g u r e s i n l i n e , the 

f i g u r e s f o r the Lynch No. 2 and these, are they f i g u r e s t h a t 

were used f o r other w e l l s i n the area p r i o r t o the d r i l l i n g 

of the Lynch No. 2? 

A Well, I don't know. 

MR. CARR: I have no f u r t h e r 

questions. 

MR. STOGNER: Mr. K e l l a h i n , no 

r e d i r e c t ? 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Miss Robin, on E x h i b i t Number Six there 

i s a P.S. i n the l e t t e r from Chama Petroleum concerning 

changes i n number two and number f i v e . 

Does t h a t correspond w i t h BTA's l e t t e r of 

-- what number two and number f i v e are they a c t u a l l y t a l k i n g 

about? 

A I believe they're t a l k i n g about number 

two and number f i v e of t h e i r own l e t t e r of — 

Q Their own l e t t e r . 
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A — February 21st. 

Q Okay. Did BTA respond t o these two 

changes i n any way? 

A We responded by l e t t e r dated February 

22nd. Do you have a copy of tha t ? 

Q That's E x h i b i t Number Seven, r i g h t ? 

A Yes, s i r . 

Q Do you know i f there was any phone 

conversations between them? 

A Well, I t h i n k t h a t the February 21st 

l e t t e r was w r i t t e n and then the p o s t s c r i p t was made as a 

r e s u l t of a telephone conversation between Mr. Nearburg and 

Bob Crawford of BTA's o f f i c e . 

Q Do you know i f these are the only two 

disagreements between BTA and Chama? 

A As f a r as I know. 

Q Okay. 

MR. STOGNER: I have no f u r t h e r 

questions of Miss Robin. 

Are there any other questions 

of t h i s witness? 

I f not, she may be excused at 

t h i s time. 

Mr. Kellahin? 

MR. KELLAHIN: Mr. Examiner, at 

t h i s time w e ' l l c a l l Mr. T. B. O'Brien. 
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T. B. O'BRIEN, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. O'Brien, would you please s t a t e your 

name and occupation, s i r ? 

A I'm T. B. O'Brien. I'm a d r i l l i n g engin­

eer. I'm President of 0'Brien-Goins-Simpson, Incorporated, 

which i s a d r i l l i n g engineering f i r m . 

Q What i s your r e l a t i o n s h i p t o BTA, the ap­

p l i c a n t i n t h i s case? 

A I was asked by Mr. Johnson of BTA t o r e ­

view t h e i r d r i l l i n g records on the No. 1 and 2 Lynch Wells, 

t o review t h e i r AFE and give them an opinion as t o the accu­

racy, or probably accuracy, of t h e i r AFE. 

Q Would you describe f o r the Examiner what 

background you have t h a t allows you t o provide t h a t service 

to someone l i k e BTA? 

A I've been i n the business of d r i l l i n g o i l 

w e l l s f o r something over t h i r t y - e i g h t years. 

I have been a d r i l l i n g engineer f o r t h a t 

period of time. 

L ve made estimates, cost estimates on I 

can't t e l l you how many w e l l s . 
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I have managed the opera t ions f o r an o i l 

company. 

One of my primary occupations w i t h i n the 

business of being a d r i l l i n g engineer i s t o design w e l l s , t o 

estimate costs, t o manage d r i l l i n g operations, t o t r o u b l e -

shoot w e l l s t h a t are i n -- having problems. 

I appear as a t e c h n i c a l witness or expert 

witness, i f you please, q u i t e f r e q u e n t l y . I on occasion ar­

b i t r a t e disputes regarding the cost and techniques, problems 

in c u r r e d i n d r i l l i n g w e l l s . 

Q Have you pr e v i o u s l y t e s t i f i e d as a d r i l ­

l i n g expert before the New Mexico O i l Conservation Commis­

sion? 

A Yes, s i r . 

MR. KELLAHIN: We tender Mr. 

O'Brien as an expert d r i l l i n g engineer. 

MR. CARR: We'll s t i p u l a t e t h a t 

Mr. O'Brien i s an expert witness. 

MR. STOGNER: He i s so q u a l i ­

f i e d . 

Q Mr. O'Brien, i n reference t o the work 

you've performed f o r BTA i n reviewing t h e i r d r i l l i n g program 

and the i n f o r m a t i o n from t h e i r f i r s t two w e l l s , have you 

compared t h a t program and those costs t o the estimated w e l l 

costs f o r the subject Lynch No. 3 Well? 

A Yes, s i r . 

Q I show you what has been introduced as an 
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attachment t o BTA E x h i b i t Number Three, which purports t o be 

a w e l l cost estimate, an A u t h o r i t y f o r Expenditure, and ask 

you i f you can i d e n t i f y t h a t document? 

A This was the — i s a copy of the AFE t h a t 

was furnished me by BTA to consider i n t h i s i n v e s t i g a t i o n 

t h a t I d i d . 

Q And have you completed t h a t i n v e s t i g a t i o n 

f o r BTA? 

A Yes, s i r . 

Q I n terms of a d r i l l i n g program t h a t you 

would prepare or pass on as being adequate f o r a w e l l t o 

t h i s p a r t i c u l a r depth i n t h i s p a r t i c u l a r area, have you 

reached an opinion? 

A Yes, s i r . 

Q And what i s t h a t opinion? 

A I t h i n k t h i s i s an accurate or reasonably 

accurate, appropriate AFE and d r i l l i n g program. 

Q Are there any unusual circumstances or 

co n d i t i o n s about d r i l l i n g a w e l l i n t h i s area t o t h i s depth 

t h a t we ought to know about? 

A Probably the most unusual t h i n g i n t h i s 

w e l l program i s the f a c t t h a t there are three s t r i n g s of 

casing required t o the depth of 5500 f e e t i n a d d i t i o n t o 

conductor pipe. 

There's a 700-foot s t r i n g of 20-inch set 

to cover water, possible f r e s h water zones. 

There's 3500 f e e t of 13-3/8ths set t o go 
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through the s a l t and t h i s being i n the potash area, t o cover 

the potash . 

Then a s t r i n g o f 9-5/8ths i s set a t 5500 

f e e t . 

The r e g u l a t o r y bodies, the BLM, p r i m a r i ­

l y , r e q u i r e t h a t both the 20-inch and the 13-3/8ths be 

cemented from shoe t o surface. 

The reason f o r t h e , what be thought t o be 

an e x t r a s t r i n g of casing here, i s t h a t between 3500 and 

5500 f e e t l o s t c i r c u l a t i o n occurs even when using f r e s h 

water. I t i s i m p r a c t i c a l , another p o i n t t h a t i s important 

here i s there are no water w e l l s i n t h i s immediate v i c i n i t y 

t h a t are adequate t o provide d r i l l i n g water. Water has t o 

be hauled. 

Then between 3500 and 5500 f e e t l o s t c i r ­

c u l a t i o n occurs w i t h f r e s h water. I f an attempt were made 

to d r i l l t h a t i n t e r v a l w i t h saturated b r i n e , which would be 

i n use when 3500 f e e t i s reached, then l o s t c i r c u l a t i o n 

would be complete and the cost would be excessive. 

That same problem applies t o the p o r t i o n 

of the hole below 5500 f e e t . The mud de n s i t y r e q u i r e d t o 

d r i l l the remainder of the hole reaches i n excess of 10.2 or 

3 to the order as much as 10.5 or so pounds per g a l l o n , and 

the 3500 t o 5500 f o o t zone simply w i l l not stand t h a t mud 

densi t y . 

Therefore, the unusual number of casing 

s t r i n g s i s r e q u i r e d i n t h i s p a r t i c u l a r l o c a l i t y . This i s 
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not a p a r t i c u l a r l y common t h i n g i n the area but i t i s a 

problem t h a t occurs i n t h i s p a r t i c u l a r l o c a l i t y . 

Q You made reference t o the p o t a s h / o i l 

area. I s t h i s an area t h a t i s designated as a p o t a s h / o i l 

area under the Commission's R - l l l - A r u l e s or t h i s an area 

designated by the Secretary of I n t e r i o r as being contained 

w i t h i n the Federal Potash Enclave? 

A I t i s my understanding t h a t i s i t w i t h i n 

the area designated by the Secretary of I n t e r i o r . 

Q And not w i t h i n the area designated by the 

O i l Conservation Commission? 

A That's my understanding. 

Q I n your o p i n i o n i s the casing and 

cementing and d r i l l i n g program o u t l i n e d f o r t h i s w e l l one 

t h a t w i l l adequately p r o t e c t p o t e n t i a l f r e s h water sources 

and minimize the p o t e n t i a l r i s k t o any potash operations 

t h a t may take place i n t h i s area? 

A I t w i l l do t h a t . 

Q I n terms of d r i l l i n g t h i s type of w e l l , 

Mr. O'Brien, i n your opinion are the estimate costs f a i r and 

reasonable? 

A Yes, they are. 

Q Can you c h a r a c t e r i z e f o r us the type of 

r i s k i n v o lved i n d r i l l i n g t h i s type of w e l l i n t h i s area as 

opposed t o d r i l l i n g the o r d i n a r y garden-variety Morrow w e l l 

outside of a potash area? 

A There are, of course, l i m i t a t i o n s imposed 
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by BLM on wel l s t h a t are d r i l l e d w i t h i n the potash area; r e ­

quirements f o r running and cementing casing and t h i s kind of 

t h i n g , and w i t h those r e s t r i c t i o n s , w e l l , those are the 

r e s t r i c t i o n s t h a t are imposed because of the presence or 

possible presence of potash. 

Q Has BTA as the proposed operator f o r t h i s 

w e l l properly budgeted f o r and planned f o r those contingen­

cies or those p o t e n t i a l r i s k s ? 

A Yes, they have. 

MR. KELLAHIN: That concludes 

my examination of Mr. O'Brien. 

MR. STOGNER: Mr. Carr, your 

witness. 

CROSS EXAMINATION 

BY MR. CARR: 

Q Mr. O'Brien, could you t e l l me what AFE 

stands f o r ? 

A A u t h o r i t y f o r Expenditure, I t h i n k i t 

says. 

Q So t h i s document i s a t o o l used at the 

beginning t o s o r t of set out what the estimated costs f o r 

d r i l l i n g a w e l l i n t h i s area would be. 

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

Q And then payments t h a t would be made u l ­

t i m a t e l y would be adjusted t o r e f l e c t the act u a l costs. 

A That i s c o r r e c t . 
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Q So i f there i s a s u r p r i s e , the costs 

would go up and i f there's a s u r p r i s e , savings l i k e w i s e , of 

course, might come down. 

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

Q Now you t a l k e d about the three s t r i n g s of 

casing t h a t are being r e q u i r e d . I want t o be sure I under­

stand your testimony. 

Are they r e q u i r e d by BLM or a government 

agency or are they a c t u a l l y r e q u i r e d by the physical s i t u a ­

t i o n encountered out there? 

A I t h i n k t o a degree both. There i s a r e ­

quirement f o r a water s t r i n g . There i s a requirement f o r a 

s a l t s t r i n g , and then the p h y s i c a l c o n d i t i o n s r e q u i r e the 

t h i r d s t r i n g . 

Q And so there i s a government r e g u l a t i o n 

i n place t o — t h a t r equires t h i s casing because of the phy­

s i c a l c h a r a c t e r i s t i c s . I s t h a t a f a i r statement? 

A To a degree. 

Q How i s t h a t not f a i r ? 

A Because the government r e g u l a t i o n s do not 

r e q u i r e the 9-5/8ths. They do — 

Q Okay. 

A — r e q u i r e the 20-inch and 13-3/8ths or 

casing i n those places but they do not r e q u i r e the 9-5/8ths. 

Q Do you a c t u a l l y go out when they're d r i l ­

l i n g the w e l l or i s t h a t your r e s p o n s i b i l i t y i n your job? 

A Not near as much as I used t o . That's 
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one of the things about g e t t i n g o l d . 

Q Things are g e t t i n g b e t t e r i n some r e s ­

pects . 

A I'm glad you added the l a s t p a r t of t h a t . 

Q When you look a t an AFE l i k e t h i s and you 

t e s t i f i e d t h a t i t ' s f a i r and reasonable, i t ' s p o s s i b l e , i s 

i t not, t h a t some f i g u r e s might i n another AFE f o r a s i m i l a r 

w e l l be some columns s l i g h t l y higher, others s l i g h t l y lower, 

and t h a t you s t i l l could have, although some v a r i a t i o n , 

s t i l l a reasonable AFE? 

A I f you — depends on how much v a r i a t i o n 

you want t o accept as reasonable, I suppose. 

Q But these are not the only possible 

f i g u r e s . 

A Absolutely not. 

Q Okay. That's a l l I have. 

MR. STOGNER: Mr. K e l l a h i n , any 

r e d i r e c t ? 

MR. KELLAHIN: No, s i r . 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. O'Brien, are you a d r i l l i n g contrac­

t o r or a d r i l l i n g consultant? 

A I'm not a c o n t r a c t o r . I am a con s u l t a n t , 

yes, s i r . 

Q Did you consult f o r BTA on the Lynch No. 
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A No, s i r . 

Q Are you f a m i l i a r w i t h those two wells? 

A I am, having reviewed t h e i r d r i l l i n g r e ­

ports . 

Q Was t h e i r casing program s i m i l a r t o 

these? 

A Yes, s i r , almost i d e n t i c a l . 

Q Almost i d e n t i c a l . And i f I remember 

r i g h t , the 13-3/8ths and 9-5/8ths were both c i r c u l a t e d w i t h 

cement? 

A No, s i r , the 20-inch and 13-3/8ths were 

c i r c u l a t e d . The 9-5/8ths, i f I r e c a l l , the cement came up 

to some p o i n t w i t h i n the 13-3/8ths. I seem t o remember 3100 

f e e t , but I may be o f f on t h a t . 

Q Anyway, back up t o the shoe of the 13-

3/8ths. 

A I t was w i t h i n the 13-3/8ths. 

MR. STOGNER: I have no f u r t h e r 

questions of Mr. O'Brien a t t h i s time. 

Are there any other questions 

of t h i s witness? 

MR. KELLAHIN: No, s i r . 

MR. STOGNER: The w.. . . ss may 

be excused. 

Mr. Kellahin? 

MR. KELLAHIN: Mr. Z o l l e r . 
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MARVIN L. ZOLLER, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. Z o l l e r , f o r the record, would you 

please s t a t e your name? 

A Marvin Z o l l e r . 

Q Mr. Z o l l e r , would you describe f o r us 

what i t i s t h a t you do f o r BTA O i l Producers? 

A I'm the Chief Operations Geologist f o r 

BTA, which i s p r i m a r i l y the d r i l l i n g , f o r instance l a s t year 

I b e l i e v e 9 3 w e l l s . 

Q Mr. Z o l l e r , have you p r e v i o u s l y t e s t i f i e d 

as a petroleum g e o l o g i s t on behalf of your company before 

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

A Yes, s i r . 

Q And were you involved as the g e o l o g i s t 

f o r your company i n the d r i l l i n g of the other two Lynch 

we l l s t h a t we have discussed i n the hearing t h i s afternoon? 

A Yes, s i r . 

Q And have you prepared a geologic study 

and c e r t a i n e x h i b i t s w i t h regards t o BTA's forced pooling 

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

A Yes, s i r . 
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MR. KELLAHIN: We tender Mr. 

Z o l l e r as an expert petroleum g e o l o g i s t . 

MR. STOGNER: Are there any ob­

j e c t i o n s ? 

Mr. Z o l l e r i s so q u a l i f i e d . 

Q Mr. Z o l l e r , l e t me d i r e c t your a t t e n t i o n 

t o what we've marked as BTA E x h i b i t Number Eigh t , which i s a 

contour map on top of the Morrow e l a s t i c s . 

A Yes, s i r . 

Q I would l i k e you f i r s t of a l l t o i d e n t i f y 

the e x h i b i t before we get i n t o d e s c r i b i n g what i t means and 

how you i n t e r p r e t i t and what conclusions you reach. 

I f y o u ' l l simply describe the e x h i b i t f o r 

us. 

A I t ' s merely a s t r u c t u r a l map made on a 

p o i n t about midway down i n the Morrow s e c t i o n , which i s a 

p o i n t where the Morrow becomes a c l a s t i c or sand-shale sec­

t i o n instead of p r i m a r i l y a limestone s e c t i o n , which i s the 

case i n the top 3-or-400 f e e t of the Morrow. 

Q When we look at a possible w e l l l o c a t i o n 

f o r the w e l l t o be d r i l l e d i n the northeast quarter of Sec­

t i o n 25, do you have an opinio n as t o where t h a t w e l l ought 

to be located? 

A Well, I have proposed i t 660 out of the 

north and east corner of Section 25. I don't see anything 

wrong w i t h t h a t l o c a t i o n . I t ' s c e r t a i n l y i t ' s not planted 

i n cement, however. 
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Q What advantage does i t give t o the a b i l ­

i t y t o produce the p o t e n t i a l gas i n t h i s northeast quarter 

t o have a w e l l located s i m i l a r t o a p o s i t i o n as you have i n ­

dicated f o r us? 

A Well, what I was attempting t o do, of 

course, one, I wanted t o get on BTA acreage. Two, I wanted 

to get j u s t as high on the s t r u c t u r e as I could get because 

some of the sands appear t o have a gas/water contact; some 

of them apparently do not have. 

Q Have you had an o p p o r t u n i t y t o consider 

the proposed l o c a t i o n t h a t Chama has suggested i n t h e i r ap­

p l i c a t i o n which would be a l o c a t i o n , as I see from the ad­

vertisement, of 660 from the no r t h l i n e and 1980 from the 

east l i n e ? 

A Yes, I'm f a m i l i a r w i t h t h a t . 

Q A l l r i g h t , s i r . Do you have an opinion 

w i t h regards t o which of the two proposed l o c a t i o n s f o r 

which you have a preference? 

A Well, n a t u r a l l y I p r e f e r my own but w i t h 

the c o n t r o l you've got, you know, i t ' s hard t o stand here 

and beat a drum and f i g h t f o r 1320 f e e t when you're t a l k i n g 

about a hole t h a t ' s 13,600 f e e t deep. So there's c e r t a i n l y 

room f o r disagreement. 

Q Have you had an o p p o r t u n i t y t o discuss 

the geologic considerations i n t h i s prospect w i t h anyone r e ­

presenting Chama? 

A No, s i r . 
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Q A l l r i g h t . Let us t u r n now t o the cross 

s e c t i o n , which i s the C-C cross s e c t i o n . I believe i t ' s 

marked as E x h i b i t Number Nine. 

A Okay. 

Q And have you i d e n t i f y the cross s e c t i o n 

f o r us. 

A Do you want t o put t h i s on the wall? 

Q I t h i n k i t might be h e l p f u l . I t seems t o 

be a l i t t l e longer — 

A I t ' s seven f e e t long. 

Q Using the l i n e of cross s e c t i o n shown on 

E x h i b i t Number Eig h t , would you i d e n t i f y f o r us what you've 

done i n preparing E x h i b i t Number Nine? 

A Yes. I f I can recap a l i t t l e b i t here, 

Mr. Examiner, out of a l l the hearings we have I'm running 

out of e x h i b i t s . 

There i s a cross s e c t i o n A-A1 down 

towards the south end of the s e c t i o n which i s already i n 

your f i l e s t w i c e . 

There's a B-B', which goes from the 

northwest t o southeast, which i s already i n your f i l e s and 

which Chama has; i n f a c t , Chama has both of those. 

That cross s e c t i o n , those two cross 

sections covered twelve w e l l s , so i n an attempt t o cover one 

more aspect of r i s k , I decided t o make one more cross 

se c t i o n and cover the only two dry holes i n the immediate 

area of the f i e l d , since dry holes i s another form of r i s k . 
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Up on the l e f t end of your cross s e c t i o n , 

which would be Wells Nos. 1 and 3, are the two dry holes. 

Well No. 1 has a number of sands, most of 

which were extremely t i g h t . We ran two d r i l l stem t e s t s and 

we got mud on both of them. They ran a couple of w i r e l i n e 

formation t e s t s and got very small q u a n t i t i e s of water out 

of what's colored as the gray sand. 

Well No. 3, which i s on the east f l a n k of 

the s t r u c t u r e ran three d r i l l stem t e s t s , two w i t h i n the 

Morrow, one w i t h i n the — probably the Barnet. One got 10 

f e e t of mud, the other one got 63 f e e t of mud; obviously, 

n e i t h e r one had p o r o s i t y and p e r m e a b i l i t y , or e i t h e r . 

The only s i g n i f i c a n c e t h a t I r e a l l y place 

on these two w e l l s i s t h a t both of them are higher s t r u c t u r ­

a l l y than producing w e l l s on the west f l a n k of the f i e l d . 

They e i t h e r had sand or d i d n ' t have sand 

and i f they had sand, they d i d n ' t have any p e r m e a b i l i t y . I t 

was t o show t h a t a d d i t i o n a l element of r i s k , but now we have 

a cross s e c t i o n t h a t goes through every w e l l i n the f i e l d 

except two out on the very western f l a n k and both of those 

d i d n ' t make enough gas t o worry about drawing a cross sec­

t i o n through them. 

Q Do you have an o p i n i o n , Mr. Z o l l e r , w i t h 

regards t o the r i s k f a c t o r penalty t h a t ought t o be assessed 

against any nonconsenting working i n t e r e s t owner by the D i ­

v i s i o n should i t enter a forced pooling order i n t h i s case? 

A W e l l , i t ' s my b e l i e v e t h a t p y p r y M n r r n a 
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w e l l i n New Mexico deserves the 200 percent penalty, which­

ever side I'm on. 

Q Have you discovered anything i n examining 

t h i s area t h a t would cause you t o change t h a t general opin­

ion? 

A Maybe I've discovered some things t h a t 

would cause me t o b e l i e v e i t stronger. These sands are, i f 

anything, a l i t t l e more e r r a t i c than normal. 

I w i l l say t h a t t h i s cross s e c t i o n does 

j u s t e x a c t l y what the other two does, i f you j u s t go down i t 

w e l l by w e l l and shows the e r r a t i c nature of the sands pro­

bably b e t t e r than the other two. 

Q Can you express an opinio n on behalf of 

your company w i t h regards t o a s e l e c t i o n of the operator f o r 

t h i s w e l l between BTA and Chama? 

A Of course i t ' s my opinio n t h a t BTA i s the 

one t h a t stepped out and took a l l the r i s k t o make the ex­

tension t o t h i s f i e l d , or t h i s r e s e r v o i r . We spent a M i l ­

l i o n and a Half D o l l a r s , or so, on t h a t w e l l . We have since 

spent a M i l l i o n and a Half D o l l a r s on the second w e l l , and 

I'm a l i t t l e perplexed t o see why i n the world we can't go 

ahead and f i n i s h the job and d r i l l the t h i r d l o c a t i o n , which 

i s the l a s t l o c a t i o n we've got. 

Q Have you p a r t i c i p a t e d i n any w e l l s i n 

which Chama i s the operator? 

A Not t h a t I'm f a m i l i a r w i t h . 

Q Were E x h i b i t s Eight and Nine prepared by 
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you or compiled under your d i r e c t i o n and supervision? 

A They were prepared by me. 

MR. KELLAHIN: We move the i n ­

t r o d u c t i o n of E x h i b i t s Eight and Nine. 

MR. STOGNER: I f there i s no 

o b j e c t i o n , these e x h i b i t s w i l l be admitted i n t o evidence. 

MR. KELLAHIN: That concludes 

my examination by Mr. Z o l l e r . 

MR. STOGNER: Mr. Carr, your 

witness. 

CROSS EXAMINATION 

BY MR. CARR: 

Q Mr. Z o l l e r , when we look a t your s t r u c ­

t u r e map I believe t h a t I've seen t h i s s t r u c t u r e map before, 

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

A Very s i m i l a r . 

Q Very s i m i l a r ? Have there been changes? 

A There's been one change on the map, Mr. 

Carr. I n the process of making the cross s e c t i o n I got up 

to the nor t h end, the f a r t h e s t w e l l away from the whole pro­

blem and t o save my l i f e , I don't know where I got t h a t 

p o i n t on the other map, but t h i s one's r i g h t . 

Q A l l r i g h t , you have not adjusted the con­

tours? 

A No. 

Q A l l r i g h t . 
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A I n f a c t , l e t me volunteer something f o r 

you. we logged our w e l l yesterday and the top of the e l a s ­

t i c s on the second w e l l i s -9263, i f you'd l i k e t o put i t on 

your map. 

Q A l l r i g h t , and what was t h a t ? I t was — 

A -9263. 

Q And what d i d t h a t f i g u r e show? 

A Huh? 

Q That f i g u r e shows what? 

A That i s the top of the Morrow e l a s t i c s , 

which i s the p o i n t we're contoured on here, and i t ' s 17 f e e t 

low t o the No. 1. 

Q Now on t h i s s t r u c t u r e map, does t h i s 

show the gas/water contact? 

A No. 

Q I n your Lynch No. 1 d i d you encounter any 

water? 

A I n the Lynch No. 1, i f you remember, I 

submitted an e x h i b i t showing a f o o t - t o - f o o t c o r r e l a t i o n or 

c a l c u l a t i o n i n which i t i n d i c a t e d t h a t we had 44 f e e t of 

possible 44 f e e t of gci;j . lumn before we were d e f i n i t e l y i n ­

to what we c a l c u l a t e d t o be wet. 

We d r i l l e d 1320 f e e t west and came i n 17 

f e e t low. 

The f i r s t sand, the main sand, has no 

water c a l c u l a t i o n whatsoever on the second w e l l t h a t we can 

see. 



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 

41 

Q Now, as I understood your testimony, you 

stated t h a t one of the considerations i n recommending the 

w e l l l o c a t i o n i n Section 25 i n the northeast of 25, was t h a t 

you wanted t o be as high s t r u c t u r a l l y as po s s i b l e . 

I s n ' t one of the reasons f o r t h a t t o t r y 

and stay as f a r above the water t h a t might be i n any of 

these zones as possible? 

A That's not r e a l l y a major c o n s i d e r a t i o n 

here because the sand colored yellow on a l l the cross 

sections i s the main sand i n the No. 1 Lynch. I t w i l l be 

the main sand i n the No. 2 Lynch. 

The No. 1 Lynch i s the one t h a t 

attempted, or seemed t o have a water down i n the bottom of 

t h a t sand. We're going t o be too low f o r t h a t sand unless 

t h a t sand goes completely out, comes back i n a t a separate 

r e s e r v o i r , i t ' s not an o b j e c t i v e i n the No. 3 w e l l . 

Q So t h a t same sand, i f I understand your 

testimony, you do not bel i e v e t h a t the sand t h a t ' s producing 

i n the Lynch No. 1 i s going t o be a main o b j e c t i v e i n the 

No. 3. 

A I f a sand of t h a t age produces i n the No. 

3, i t has t o be separated from the No. 2 — yeah, No. 1. 

Q And t e l l me then why i s i t t h a t you'd 

l i k e t o be s t r u c t u r a l l y h i g h , as high s t r u c t u r a l l y as pos­

s i b l e . 

A Well, there's j u s t something about any­

body t h a t ' s been i n t h i s business very long t h a t i f you've 
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got a choice of being high or low, you want t o be high. 

There are — there i s at l e a s t one other 

sand, and I can't t e l l you offhand which one i t i s , t h a t had 

a l i t t l e water. I t h i n k i t ' s one of the brown up higher on 

one of the cross sect i o n s . There i s a sand up there t h a t 

had a l i t t l e water i n one w e l l . 

So again, i t j u s t makes sense t o t r y t o 

d r i l l w e l l s as s t r u c t u r a l l y high as you can, even i f you 

know i t ' s almost a l l a s t r a t i g r a p h i c t r a p . 

Q And i s the reason f o r t r y i n g t o be high 

t o avoid any water t h a t might be there? 

A w e l l , i t i n t h i s case i t c e r t a i n l y i s . 

There's some s l i g h t amount of evidence t h a t some of the bet­

t e r w e l l s are up near the c r e s t of the s t r u c t u r e , but t h a t ' s 

not a c a r d i n a l r u l e , and some i n d i c a t i o n t h a t some of the 

t h i c k e s t sands are f a i r l y high on s t r u c t u r e , but t h a t ' s not 

— t h a t doesn't f i t every w e l l , e i t h e r . 

Q Are you aware t h a t the Chama Well i n Sec­

t i o n 25 i s producing from a sand t h a t ' s below the main sand 

i n the Lynch Well? 

A Oh, yes. 

Q And you're aware t h a t t h a t ' s producing no 

water. 

A Oh, yes, but t h a t has nothing to do w i t h 

t h i s . That's a d i f f e r e n t r e s e r v o i r . 

Q That's a d i f f e r e n t r e s e r v o i r and t h a t ' s 

— would i t be your opinion t h a t t h a t ' s more s t r a t i g r a p h i c 
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t r a p than, perhaps, a s t r u c t u r a l t r a p you're looking a t down 

th e r e , or do you know? 

A I t h i n k they're a l l s t r a t i g r a p h i c t r a p s . 

There's j u s t some of them t h a t aren't completely f u l l of 

gas. 

Q But s t r u c t u r e i s an important aspect as 

you go i n and s t a r t working i n t h i s area, i s i t not? 

A Well, i t i s i f you're i n one of those 

sands t h a t does have some water i n the bottom. 

Q Like i n the Lynch No. 1? 

A Like i n the Lynch No. 1. 

Q And I bel i e v e you've p r e v i o u s l y t e s t i f i e d 

t h a t i n t h a t sand t h a t i t ' s a — i t ' s very s e n s i t i v e t o 

s t r u c t u r e i n the Lynch No. 1. 

A Very s e n s i t i v e ? I don't know what t h a t 

term means, but I t e s t i f i e d t h a t we, I t h i n k we p e r f o r a t e d 

14 f e e t a t the top of i t . We have c a l c u l a t i o n s of about 30 

f e e t of gas above water. We have a t i g h t s e c t i o n t h a t we 

don't know about, which might give us a t o t a l s e c t i o n of 44 

f e e t above water. 

Q Mr. Z o l l e r , you t e s t i f i e d a t the hearing 

on the 28th of November concerning the Lynch No. 2 Well, d i d 

you not? 

A I've t e s t i f i e d a t a l l of them, so I must 

have. 

Q And at t h a t time you were placed under 

oath and were asked c e r t a i n questions by Mr. K e l l a h i n , and 
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at t h a t time Mr. K e l l a h i n — and t h i s i s , Tom, on Page 19, 

Line 7 — Mr. K e l l a h i n asked you: 

"The s t r u c t u r a l r e l a t i o n s h i p t o production 

i n s o f a r as i t a f f e c t s the southwest quarter of 24 i s one 

th a t ' s very s e n s i t i v e t o s t r u c t u r e , i s i t not?" 

Does t h a t sound l i k e a f a m i l i a r question? 

A (Not c l e a r l y understood.) 

Q Your answer a t t h a t time was: "was 

very." 

A That's very i n the sense t h a t we d i d have 

water i n the phase of t h i s same sand i n the No. 1 Well. 

Q Okay, and the only p o i n t I was a f t e r w i t h 

my question was t h a t there are — i t ' s a mixed bag here. 

You may have some — some s t r i n g e r s or some r e s e r v o i r s i n 

the Morrow t h a t s t r u c t u r e i s an important f a c t o r . 

A We very d e f i n i t e l y do have. 

Q Now i f we look at the Lynch No. 1 Well, 

t h a t ' s an extremely good w e l l , i s i t not, f o r t h i s area? 

A Well, i t had an extremely high p o t e n t i a l . 

Q I s i t — does i t have the highest poten­

t i a l of any w e l l i n the Lea Penn Pool? 

A No, s i r . There's a w e l l j u s t n o r t h of 

i t , the Marathon No. 11, t h a t p o t e n t i a l e d f o r 17,000,000 

cubic f e e t a day and out of t h a t completion d i d n ' t make but 

240,000,000 cubic f e e t of gas. 

Q Is i t — would you ch a r a c t e r i z e i t as a 

good w e l l ? 
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A I t was a f t e r they plugged i t back t o 

s i m i l a r sands, but i t wasn't out of t h a t zone. 

Q As f o r the Lynch No. 1, i s i t a good w e l l 

i n t h a t yellow sand body t h a t we're — we're t a l k i n g about? 

A The Lynch No. 1 has an extremely high po­

t e n t i a l and next year I ' l l t r y my best t o answer the r e s t of 

your question. 

Q But i t has an unusually high p o t e n t i a l 

and t h a t ' s what you can — 

A Well — 

Q — what do you judge a w e l l on a t t h i s 

stage i n i t s l i f e , i t s p o t e n t i a l . 

A At t h i s stage i n i t s l i f e ? 

Q Yes. 

A Oh, you base i t on i t s p o t e n t i a l , i t s po­

r o s i t y ; there's a l l kinds of engineering things t h a t we 

might get t o l a t e r . 

I'm tremendously impressed by high poten­

t i a l s but when I've got a w e l l a h a l f , three-quarters of a 

mile away t h a t p o t e n t i a l e d f o r 17,000,000 cubic f e e t and day 

and d i d n ' t make but 240,000,000 cubic f e e t of gas, I'm not 

going t o s i t here and t e l l you t h a t the Lynch No. 1 i s an 

extremely good w e l l . 

I t has an extremely nice p o t e n t i a l . 

Q And a year from now you might be able t o 

t e l l me t h a t i t was and you might t e l l me wasn't. 

A That's r i g h t . 
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Q Now the zone t h a t we're t a l k i n g about, 

the yellow zone on your E x h i b i t Number Nine, I b e l i e v e , t h a t 

i s present i n the Lynch No. 1 w e l l , you've been able t o cor­

r e l a t e t h a t over a f a i r p o r t i o n of the Lea Penn Gas Pool, 

have you not? 

A I've been able t o c o r r e l a t e every one of 

those zones a l l the way — over every cross s e c t i o n I've 

got. Some of them come i n and go out but the thickness i s 

s t i l l there whether there's a sand there developed or not. 

There's shale t o replace i t or shaley s i l t . 

Q And you t e s t i f i e d t h a t even though t h a t 

sand body may be present i n the n o r t h of Section 25, you 

don't consider t h a t a p r i m a r l y o b j e c t i v e i n the w e l l t h a t ' s 

being proposed. Is t h a t — i s t h a t a c o r r e c t statement? 

A I don't consider i t t o be one but some­

t h i n g happened i n the No. 2 Well t h a t gives me f a i t h . 

Q F a i t h t h a t i t i s or t h a t i t i s n ' t ? 

A The bottom p a r t of the sand t h a t we found 

i n the No. 1 Well, they c a l c u l a t e d wet? 

Q Yes. 

A Was extremely d i r t y 1320 f e e t to the 

west. 

What sand we had t h a t was clean was ex­

tremely t i g h t . 

I f t h a t can happen 1320 f e e t t o the west, 

there i s no t e l l i n g what's going t o happen 2000 f e e t t o the 

southeast. We may h i t a sand of t h a t age t h a t ' s a complete-
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l y separate r e s e r v o i r , even i f i t i s low. 

Q And you may h i t the same sand body, als o . 

I t ' s j u s t a — 

A Right. 

Q You have t o d r i l l t o see. 

A I t can be the same age and not be con­

nected . 

Q But i t may be, and you won't r e a l l y know 

t h a t t i l l you d r i l l . I s n ' t t h a t a f a i r statement? 

A Well, i f we d r i l l i t and i t produces gas, 

I'm going t o separate the two w e l l s , because one of them 

c a l c u l a t e s wet, and i f we're down d i p t o a wet w e l l pro­

ducing gas, I'm going t o b u i l d another r e s e r v o i r down here. 

Q Now, when we look at any of these w e l l s , 

they're -- I be l i e v e you t e s t i f i e d e a r l i e r t h a t some w e l l s 

i n t h i s pool may be able t o d r a i n i n excess of 160 acres. 

A Don't see any reason i n the world why i t 

wouldn't. 

Q And t h a t depends on the q u a l i t y of the 

w e l l . A b e t t e r w e l l would d r a i n more -- I hope I'm r i g h t on 

t h i s -- than a poor w e l l would. 

A The q u a l i t y of the p e r m e a b i l i t y and 

p o r o s i t y i s what i t i s . 

Q Now, i f we — i f we look a t the subject 

p r o r a t i o n un^c i n Section 25, doesn't i t make sense t h a t the 

closer we would get t o the Lynch Well the higher 

s t r u c t u r a l l y we would be? 
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A I don't know how you can do any b e t t e r 

than you're doing unless you move 330 or 467, or something, 

from the north l i n e , but we moved i t 660 and I believe 

t h a t ' s what the r u l e says i s as close as we can get. 

Q But i t would be desireable t o get as 

close t o the Lynch as p o s s i b l e . That would mean t h a t we're 

h o p e f u l l y up s t r u c t u r e , i s n ' t t h a t c o r r e c t ? 

A I'm a l l f o r p r o x i m i t y . I j u s t don't know 

how t o get there from here. 

Q Now I've asked t h i s before but I'd l i k e 

to get i t i n the record. 

Have you attempted t o map the Morrow i n 

t h i s area? 

A You t a l k i n g about Isopach? 

Q Yes. 

A I don't t h i n k I own enough paper t o Is o ­

pach a l l the d i f f e r e n t zones t h a t are out there and I don't 

t h i n k I'm q u a l i f i e d or capable or doing i t i f I d i d . 

Q Do you know i f anyone i n BTA has done 

t h a t or would you be the person? 

A I can guarantee you no one i n BTA d i d i t . 

Q Now i f I look a t the s t r u c t u r e map, I see 

a f a u l t . 

A Right. 

Q Can you t e l l me j u s t what t h a t f a u l t i s 

based upon? 

A I t ' s based on two t h i n g s . I t ' s based on 
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some geology t h a t was brought t o us o f f the s t r e e t when we 

f i r s t looked at t h i s deal, plus when I mapped i t and found 

out t h a t the K e l l O i l State 30 Com i n Section 30 was, oh, 

what i s i t , 800 f e e t lower now than we know the BTA w e l l i s , 

f o r instance, i t was also 500 f e e t lower than the geology 

t h a t we looked a t when we bought t h i s d e a l , so I proceeded 

to put t h a t f a u l t i n there myself because there's j u s t no 

doubt i n my mind, there wasn't then and there sure i s n ' t 

now, w i t h 800 f e e t of d i p between BTA's No. 1 and the K e l l 

O i l w e l l , t h a t there's a f a u l t out t h e r e . 

A l l t h a t f a u l t says i s , i n my o p i n i o n , up 

i n Section 7 y o u ' l l see a S i n c l a i r State, I don't t h i n k 

there's any doubt t h a t f a u l t i s east of the S i n c l a i r State. 

I t ' s somewhere west of the K e l l O i l w e l l . 

I don't propose t o use i t as e x a c t l y 

where I've got i t . 

Q That's an — t h a t ' s an i n t e r p r e t a t i o n 

based r e a l l y on those — on l i m i t e d p o i n t s , and there's a 

f a u l t somewhere i n t h e r e . 

A That's r i g h t , s i r . 

Q On t h i s s t r u c t u r e map again, i f we look 

at your proposed l o c a t i o n i n Section 25, i t i s — would be 

below the 9300-foot contour, i s t h a t c o r r e c t ? 

A 9305, I guess would be a f a i r f i g u r e i f 

you one. 

MR. KELLAHIN: I'd be w i l l i n g 

t o accept t h a t . 
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Q I f you look a t the Chama l o c a t i o n p l o t t e d 

660 out of the northwest corner of t h a t proposed spacing 

u n i t , i t would a c t u a l l y be above the 9300-foot contour, 

would i t not? 

A Probably a l l the way up t o 9290, i f you 

l i k e i t . 

Q So a c t u a l l y the Chama l o c a t i o n would be 

s t r u c t u r a l l y higher, would i t not, than yours? 

A I f my map was 100 percent r i g h t . 

Q This i s your best estimate, i s i t not? 

A I t ' s the best I could do. 

Q This i s your best i n t e r p r e t a t i o n — 

A Best I know how t o do. 

MR. CARR: I have no f u r t h e r 

questions. 

MR. STOGNER: Mr. K e l l a h i n , any 

r e d i r e c t ? 

MR. KELLAHIN: Yes, s i r . 

REDIRECT EXAMINATION 

BY MR. KELLAHIN: 
Q Yes, s i r . How f a r about p h y s i c a l l y on 

the surface are the two proposed w e l l l o c a t i o n s ? 

A 1320 f e e t . 

Q And i f we use the numbers t h a t Mr. Carr 

has developed i n terms of s t r u c t u r a l p o s i t i o n , there's about 

15 f e e t of d i f f e r e n c e i n s t r u c t u r e between the wells? 
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I t ' s the best I can do. 

Q I s t h i s map t o such a degree of 

r e l i a b i l i t y t h a t we can map down t o a d i f f e r e n c e of 15 f e e t 

i n s t r u c t u r e ? 

A w e l l , l e t me put i t t h i s way. I lucked 

out on the No. 2 Lynch but I don't expect t o do t h a t very 

o f t e n . 

Q W i l l 15 f e e t of s t r u c t u r e make a ma t e r i a l 

d i f f e r e n c e i n the q u a l i t y of t h i s v/ell? 

A I t won't make any d i f f e r e n c e i n the i n ­

t e r p r e t a t i o n of the sand colored yellow and everything else 

out t h e r e , every other sand at t h a t l o c a t i o n i s a w i l d c a t , 

anyway. 

Q I n your opinio n i s there any ma t e r i a l 

d i f f e r e n c e between the two loca t i o n s ? 

A No, none. 

MR. KELLAHIN: Nothing f u r t h e r . 

MR. STOGNER: Is t h i s E x h i b i t 

Nine? 

MR. KELLAHIN: Yes, s i r . 

A Yes, s i r . 

MR. STOGNER: I don't have any 

questions of the witness, Mr. Z o l l e r , a t t h i s time. 

Are three any other questions 

of t h i s witness? 

MR. KELLAHIN: No, s i r . 
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MR. STOGNER: I f not, he may be 

excused. 

Mr. K e l l a h i n , you alluded sev­

e r a l times t o several d i f f e r e n t cases previous t o t h i s . Do 

you know the case numbers on them, Mr. Carr or Mr. Kellahin? 

MR. KELLAHIN: I would suggest 

f o r your reference, Mr. Examiner, t h a t you take adm i n i s t r a ­

t i v e n o t i c e of the case i n January 3rd, which was a c o n s o l i ­

dated case. Those are Cases 8446 and 8447. 

There i s another hearing t r a n ­

s c r i p t and the number i s — Mr. Carr may have i t . 

MR. CARR: The number of t h a t 

case i s 8420. That matter was heard November 11 — I mean, 

I'm s o r r y , November 28th, 1984. 

we have no o b j e c t i o n to your 

t a k i n g a d m i n i s t r a t i v e note of both of those cross sections 

r e f e r r e d t o as e x h i b i t s . 

MR. STOGNER: The hearing exa­

miner w i l l take a d m i n i s t r a t i v e n o t i c e of a l l three of the 

cases t h a t you j u s t t a l k e d about. 

MR. KELLAHIN: That concludes 

my pr e s e n t a t i o n on behalf of BTA. 

MR. STOGNER: Thank you, Mr. 

K e l l a h i n . 

Mr. Carr? 

MR. CARR: At t h i s time I would 

c a l l Mr. Mark Nearburg. 
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MARK NEARBURG, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q Would you s t a t e your f u l l name and place 

of residence? 

A I'm Mark Nearburg. Dallas, Texas. 

Q By whom are you employed? 

A Chama Petroleum Company. 

Q I n what capacity? 

A Landman. 

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

Commission or one of i t s examiners 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. 

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 each of these cases by BTA and by Chama? 

A Yes. 

Q Are you f a m i l i a r w i t h the subject acreage 

and the proposed wells? 

A Yes. 

MR. CARR: Are the witness' 

q u a l i f i c a t i o n s acceptable? 

MR. STOGNER: Are there any ob-
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j e c t i o n s ? 

MR. KELLAHIN: No, s i r . 

MR. STOGNER: Mr. Nearburg i s 

so q u a l i f i e d . 

Q Mr. Nearburg, w i l l you b r i e f l y s t a t e what 

Chama i s seeking w i t h t h i s a p p l i c a t i o n ? 

A Chama Petroleum Company seeks an order 

pooling a l l mineral i n t e r e s t s from the surface t o the base 

of the Morrow formation u n d e r l y i n g the northeast quarter of 

Section 25, Township 20 South, Range 34 East, Lea County, 

New Mexico, t o form a standard gas spacing and p r o r a t i o n 

u n i t f o r any and a l l formations and/or pools dedicated on 

160-acre spacing t o be dedicated t o a w e l l t o be d r i l l e d at 

a standard gas w e l l l o c a t i o n , 660 f e e t from the north l i n e 

and 1980 f e e t from the east l i n e of said Section 25. 

Chama would also ask the Commission t o 

e s t a b l i s h the cost of d r i l l i n g and completing said w e l l and 

the a l l o c a t i o n of the cost t h e r e o f , as w e l l as ac t u a l oper­

a t i n g costs and charges f o r s u p e r v i s i o n , designation of Cha­

ma Petroleum Company as operator of the w e l l , and a charge 

f o r r i s k i nvolved i n d r i l l i n g said w e l l . 

Q Mr. Nearburg, does Chama also seek a de­

n i a l of the a p p l i c a t i o n of BTA? 

A Yes. 

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

i n t r o d u c t i o n i n t h i s case? 

A Yes. 



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 

55 

Q Would you please r e f e r t o what's been 

marked f o r i d e n t i f i c a t i o n as Chama E x h i b i t Number One and 

review t h i s f o r the Examiner? 

A Chama E x h i b i t Number One i s a land map 

w i t h the subject acreage, the northeast quarter of Section 

25, o u t l i n e d i n orange. 

Chama acreage i s shown i n yellow. BTA 

acreage i s the east h a l f northeast i n white. Chama's 

proposed w e l l l o c a t i o n i s the red dot. 

Q And what i s t h a t l o c a t i o n on a footage 

basis ? 

A 660 f e e t from the north l i n e and 1980 

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

Q And i n the northeast quarter of Section 

25 Chama, or Charles Nearburg, own 50 percent of the 

acreage. BTA owns the remaining 50 percent working 

i n t e r e s t . I s t h a t c o r r e c t ? 

A That's c o r r e c t . I assume BTA has the 

whole working i n t e r e s t under t h e i r agreement w i t h Exxon. 

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

Chama we l l ? 

A The Morrow form a t i o n . 

Q The same as BTA? 

A Yes. 

Q Would you now r e f e r t o what has been 

marked as Chama E x h i b i t Number Two and review t h i s f o r the 

Examiner? 
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A This i s Chama's AFE f o r the proposed w e l l . 

Q And --

A A t r y hole cost i s $815,000 and completed 

cost i s $1,221,230. 

Q And there's a d i f f e r e n c e i n t h i s AFE and 

the one supplied by BTA, i s there not? 

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

Q I s i t by and large a r e s u l t of casing 

cost? 

A By and large i t ' s — i t i s a d i f f e r e n c e 

i n the casing program. 

Q And i f Chama i s successful i n t h i s case 

and d r i l l s the w e l l , they w i l l comply w i t h a l l requirements 

of any government agency concerning the casing of the w e l l , 

w i l l they not? 

A Yes, they w i l l . 

Q And i f savings can be a f f e c t e d , t h a t 

would be r e f l e c t e d i n the a c t u a l c o s t , and i f a d d i t i o n a l ex­

penses are r e q u i r e d , t h a t would also be r e f l e c t e d i n the ac­

t u a l cost. 

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

Q Are these costs, i n your o p i n i o n , i n l i n e 

w i t h what's being charged by other operators i n the area f o r 

s i m i l a r wells? 

A Yes. 

Q Would you please b r i e f l y so we don't r e ­

peat the testimony of Miss Hughes, would you b r i e f l y j u s t 
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summarize the e f f o r t s you have made t o ob t a i n v o l u n t a r y 

j o i n d e r i n the well? 

A we received our f i r s t communication from 

BTA on January 4th, 1985. 

Miss Hughes summarized a l l the 

correspondence accura t e l y and there's not much need t o go 

back through i t . 

we were — I would l i k e t o p o i n t out we 

were force pooled before there was any communication about a 

meeting which we requested, and t h a t ' s why we responded w i t h 

a forced p o o l i n g . 

Q Have you continued t o negotiate w i t h BTA? 

A We have continued t o t a l k t o BTA r i g h t up 

to yesterday morning and my conversation w i t h Mr. Crawford. 

As yet we have not resolved any d i f f e r e n c e s . 

Q Do you remain w i l l i n g t o continue those 

n e g o t i a t i o n s i f there i s any reason t o t h i n k they might pro­

duce v o l u n t a r y agreement? 

A Yes. 

Q Would you j u s t i d e n t i f y E x h i b i t Number 

Three f o r the Examiner, please? 

A E x h i b i t Number Three i s a series of l e t ­

t e r s , being the correspondence between BTA, Chama, and the 

OCD. 

I would l i k e t o p o i n t out t h a t we have 

include the May — a copy of the May 9 t h , 1984, l e t t e r , 

which was given t o me by Mr. Bob Crawford and Mr. C. R. 
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Pearson on the 15th of February a t our meeting i n Midland. 

We'd never received a copy of t h i s l e t ­

t e r . 

Q In your o p i n i o n has Chama made a good 

f a i t h e f f o r t t o reach v o l u n t a r y agreement concerning the de­

velopment of t h i s spacing u n i t ? 

A Very much so. 

Q Have you d r i l l e d other Morrow w e l l s i n 

the area? 

A Yes. 

Q And are you prepared t o — have you made 

an estimate of the overhead and a d m i n i s t r a t i v e costs while 

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 ' s a successful w e l l ? 

A Yes. We had s l i g h t l y higher f i g u r e s than 

BTA d i d . We have $5300 d r i l l i n g and $585 overhead. 

Q $5300 d r i l l i n g ? 

A Yes. 

Q Do you be l i e v e these costs t o be i n l i n e 

w i t h what's being charged w i t h other operators i n the area? 

A Yes. 

Q And do you recommend t h a t these f i g u r e s 

be incorporated i n t o any order which r e s u l t s from t h i s hear­

ing? 

A Yes. 

Q Mr. Nearburg, does Chama Petroleum Com­

pany seek t o be designated the operator of the proposed 
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well? 

A Yes, we do. 

Q And why do you seek t o be designated 

operator? 

A We seek t o be designated operator because 

the basic d i f f e r e n c e w i t h BTA through a l l of t h i s has been 

the w e l l l o c a t i o n and we b e l i e v e , as testimony i n d i c a t e s , 

everyone wants t o get as close t o the producing w e l l s as 

pos s i b l e . We also have geologic testimony t o support our 

p o s i t i o n . 

That naming Chama as operator and g i v i n g 

them the r i g h t t o d r i l l the w e l l a t the l o c a t i o n they would 

l i k e w i l l d e f i n i t e l y prevent waste and p r o t e c t c o r r e l a t i v e 

r i g h t s which would otherwise not be prot e c t e d . 

Q Were E x h i b i t s One through Three prepared 

by you or compiled from the Chama f i l e s ? 

A Yes. 

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

Stogner, we would o f f e r i n t o evidence Chama E x h i b i t s One 

through Three. 

MR. STOGNER: Are there any ob­

je c t i o n s ? 

MR. KELLAHIN: No, s i r . 

MR. STOGNER: E x h i b i t s One 

through Three w i l l be admitted i n t o evidence. 

MR. CARR: And t h a t concludes 

my d i r e c t examination of Mr. Nearburg. 
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MR. STOGNER: Mr. K e l l a h i n , 

your witness. 

CROSS EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. Nearburg, I have f o r g o t t e n what the 

producing r a t e overhead charge was t h a t you proposed. 

A $585. 

Q I d i r e c t your a t t e n t i o n t o E x h i b i t 

your E x h i b i t Number Two, s i r . 

A The map? 

Q No, s i r , the AFE. 

A Okay. 

Q I n these various discussions and negotia­

t i o n s t h a t have gone on w i t h BTA, has Chama ever submitted 

t o BTA a proposed AFE by Chama f o r t h i s w e l l ? 

A we have never gotten t o the p o i n t of 

having t h a t be a concern i n our meetings. 

Q So the AFE t h a t says prepared on February 

24th, '85, i s the only AFE t h a t has been prepared f o r t h i s 

w e l l by Chama? 

A That's c o r r e c t . No AFE was pr e v i o u s l y 

requested, as I r e c a l l . 

Q were you involved i n the ne g o t i a t i o n s 

y o u r s e l f , Mr. Nearburg, w i t h BTA about Chama's i n t e r e s t i n 

the w e l l and the various d e t a i l s i n d r i l l i n g t h i s w e l l ? 

A Personally? 
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A Yes. 

Q I s n ' t the reason t h a t Chama d i d not pre­

pare u n t i l February 24th, 1985, a proposed AFE j u s t the 

reason, the one, the f a c t t h a t Chama's n e g o t i a t i n g p o s i t i o n 

w i t h regards t o t h i s w e l l has been one where Chama proposes 

t o farmout acreage t o BTA? 

A No, the AFE was not prepared because the 

person who does t h a t was i n Hawaii. 

So i t was prepared immediately t h e i r r e ­

t u r n . 

Q I f y o u ' l l look a t E x h i b i t Number Three, 

you've j u s t t o l d us t h a t the p r i n c i p a l reason t h a t Chama 

wants t o d r i l l t h i s w e l l and be operator i s because of the 

l o c a t i o n , yet I see i n E x h i b i t Number Three i n paragraph 

t h r e e , i t says the w e l l w i l l be a t a l o c a t i o n of BTA's 

choice. 

W i l l you e x p l a i n t h a t t o me? 

A Simply i n a cooperative e f f o r t t o get a 

good w e l l d r i l l e d . We f e e l t h a t the farmout terms are a 

t r a d e - o f f i n not having the w e l l where we want i t . As we 

have not reached farm-out terms, we are here to take opera­

t i o n s and t r y t o d r i l l the w e l l where we want i t . 

Q I n terms of a farm-out, Chama proposed t o 

farm-out i t s acreage t o BTA and I t h i n k the ne g o t i a t i o n s 

stagnated or broke down over the percentage of back-in a f t e r 

payout t h a t Chama would receive. 
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A That's -- no, t h a t ' s not c o r r e c t . The 

neg o t i a t i o n s have always broken down over geologic i n t e r p r e ­

t a t i o n of where the w e l l should be located. 

And i n my conversation yesterday morning 

w i t h Mr. Crawfords, I r e i t e r a t e d t h i s P. S. terms and he 

said , w e l l , we w i l l not consider them now. w e ' l l go ahead 

w i t h the hearing and see what happens. 

So I don't know t h a t those terms were ac­

t u a l l y — how don't know how s e r i o u s l y they were considered 

by BTA, but these are c e r t a i n l y not the only terms we've 

discussed through the course of these n e g o t i a t i o n s . 

Q A l l r i g h t . I need you t o summarize f o r 

me what Chama's p o s i t i o n was i n terms of farming out i t s 

acreage and what response BTA has given on those e s s e n t i a l 

terms. 

A would you be a l i t t l e more s p e c i f i c . I 

don't r e a l l y — t h a t ' s an a w f u l l y vague question, given the 

amount of ne g o t i a t i o n s we've had. 

Q I n terms of t h i s February 21st l e t t e r — 

A Uh-huh. 

Q -- from Chama t o BTA — 

A Right. 

Q The proposal from Chama was t h a t BTA 

would earn before payout 100 percent working i n t e r e s t and a 

75 percent net revenue i n t e r e s t . 

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

Q And t h a t before payout Chama would r e t a i n 



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 

63 

a r o y a l t y i n t e r e s t of 25 percent? 

A No, the d i f f e r e n c e between 25 percent and 

pres e n t l y e x i s t i n g lease burdens. 

Q A l l r i g h t . So t h a t there i s a net burden 

as acquired by BTA of 25 percent? 

A They would earn a 75 percent net revenue 

i n t e r e s t under our proposal, yes. 

Q And t h a t a f t e r payout, then, the over­

r i d i n g r o y a l t y would be converted t o a 40 percent working 

i n t e r e s t . 

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

Q With regards t o t h a t p o r t i o n of the nego­

t i a t i o n s , what was the best o f f e r t h a t BTA made t o you? 

A The only o f f e r s I have from BTA are the 

ones i n w r i t i n g t h a t you see i n t h e i r l e t t e r s . 

Now, i n the February 15th meeting I asked 

both Mr. Pearson and Mr. Crawford i f they would go back and 

accept the o r i g i n a l o f f e r made, made i n 1984, and they s a i d , 

no, they d i d not t h i n k the economics would j u s t i f y i t . 

At t h a t p o i n t I s a i d , w e l l , I don't see 

much p o i n t i n co n t i n u i n g the conversation. 

Q What i s the l a r g e s t back-in a f t e r payout 

peprcentage t h a t BTA o f f e r e d t o Chama f o r i t s i n t e r e s t ? 

A Back-in, working i n t e r e s t back-in? 

Q Yes, s i r . 

A 25 percent working i n t e r e s t i n the May 9, 

1984, l e t t e r . 
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Q 25 percent back-in working i n t e r e s t a f t e r 

payout was what BTA said? I t h i n k the l a s t — 

A Which they have now stated they w i l l not 

agree t o . 

Q A l l r i g h t . From looking a t the corres­

pondence, I guess the lowest working i n t e r e s t back-in per­

centage t h a t Chama was w i l l i n g t o accept was a t h i r d . 

A The lowest working i n t e r e s t back-in t h a t 

Chama was w i l l i n g t o accept f o r ourselves on a farmout t o 

BTA — 

Q Yes. 

A -- we've got t o keep i t c l e a r . 

Q I'm s o r r y . 

A I s 33-1/3 as the P. S., yes. 

Q A l l r i g h t . 

Has BTA ever proposed t o Chama t h a t BTA 

would farmout i t s acreage t o Chama? 

A Only under the terms you see i n these 

l e t t e r s . No, they haven't, I'm s o r r y . 

They, the whole p o i n t of t h i s 33-1/3 per­

cent was when Bob Crawford c a l l e d me back and said w i l l you 

take a 33-1/3 percent farmout, and I s a i d , w e l l , l e t me look 

i n t o i t . 

When I ran the economics on i t I d i d not 

have any f i g u r e s f o r the Exxon t r a d e , which, of course, we 

would be subject t o i f we take a farmout from BTA. I f you 

look a t fhe net revenue i n t e r e s t , which I won't get i n t o 
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unless you r e a l l y want me t o , but i f you look a t the net 

revenue i n t e r e s t a f t e r payout when the op t i o n i s — f o r the 

working i n t e r e s t back-in i s exchanged, y o u ' l l f i n d t h a t un­

der the agreement w i t h Exxon, the BTA net revenue i n t e r e s t 

decreases whereas the Chama net revenue i n t e r e s t increases. 

So i t ' s a c t u a l l y of b e n e f i t t o BTA t o 

take our farmout r a t h e r than us t o take t h e i r s . Theirs j u s t 

doesn't work on the economics. 

Q Thank you. 

MR. STOGNER: Mr. Carr, any r e ­

d i r e c t . 

REDIRECT EXAMINATION 

BY MR. CARR: 

Q Mr. Nearburg, i f Chama i s successful i n 

t h i s case, i s Chama prepared t o d r i l l the w e l l ? 

A Yes. 

MR. CARR: No f u r t h e r ques­

t i o n s . 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Nearburg, would you please j u s t recap 

what Chama's p o s i t i o n i s , other than BTA's? What does Chama 

disagree with? 

A Chama — 

Q I n a n u t s h e l l . 
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A I n a n u t s h e l l ? 

Q Yes, s i r . 

A The l o c a t i o n of the w e l l . 

Q I n your meetings w i t h BTA have you — how 

much have the two p a r t i e s discussed t h i s ? 

A Oh, we had a lengthy discussion, Mr. 

Pearson and Crawford and I . I t was, as you know, i t was an 

amiable discussion. I t was very — i t was a very intense 

business discussion. I t was not very emotional and we j u s t 

came down t o the f a c t t h a t we couldn't agree on where the 

w e l l should be located and t h e r e f o r e , here we are. 

MR. STOGNER: Mr. Carr, do you 

plan o t provide a g e o l o g i c a l witness? 

MR. CARR: Yes, I do. 

MR. STOGNER: I have no f u r t h e r 

questions of t h i s witness. 

Are there any other questions 

of Mr. Nearburg a t t h i s time? 

MR. KELLAHIN: No, s i r . 

MR. STOGNER: He may be ex­

cused . 

Mr. Carr, I want t o take a l i t ­

t l e break, about four minutes or f i v e . 

(Thereupon a b r i e f recess was taken.) 

MR. STOGNER: Okay, the hearing 
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w i l l resume t o order. 

Mr. Carr? 

MR. CARR: At t h i s time I'd 

c a l l Louis Mazzullo. 

LOUI.9 MAZZULLO, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q W i l l you s t a t e your f u l l name and place 

of residence? 

A My name i s Louis Mazzullo and I reside i n 

Midland, Texas. 

Q By whom are you employed and i n what ca­

pacity? 

A I'm a petroleum g e o l o g i c a l consultant and 

I represent Chama Petroleum Company's ge o l o g i c a l work. 

Q Would you b r i e f l y summarize f o r Mr. Stog­

ner your educational background and your work experience? 

A I have a Master's degree i n geology and 

I've been working as an e x p l o r a t i o n g e o l o g i s t f o r nine, a l ­

most nine years now, most of which was involved i n the i n ­

t e r p r e t a t i o n and mapping, subsurface mapping of sedimentary 

-- sedimentary r e s e r v o i r s , both f o r uranium and o i l and gas. 

I have been involved more r e c e n t l y i n ex-
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tensive study of the Morrow forma t i o n , which I had under­

taken under c o n t r a c t t o the GeoMap Company of Midland. 

During the course of t h i s study I had the 

p r i v i l e g e of looking at w e l l c u t t i n g s , cores, and samples, 

from over 750 w e l l s , and I've looked at over 1200 w e l l logs 

from the e n t i r e Morrow d e p o s i t i o n a l basin i n Eddy, Lea, and 

Chavez Counties. 

I have, among the various other forma­

t i o n s t h a t I've worked, I've done a l o t of work mapping the 

Morrow f o r Chama Petroleum, as w e l l as f o r the various pub­

l i c a t i o n s t h a t I have w r i t t e n on the s u b j e c t . 

These p u b l i c a t i o n s are w i t h the West 

Texas Geological Society, the Southwest Section of the Amer­

ican Association of Petroleum Geologists, and more r e c e n t l y 

the Society of Professional — of Petroleum Engineers. 

Q And these a r t i c l e s t h a t were published, 

were they on mapping the Morrow? 

A They were s p e c i f i c a l l y addressed on map­

ping r e s e r v o i r trends i n the Morrow, as w e l l as p o t e n t i a l 

clay problems encountered i n the Morrow. 

Q I n your nine years of work as a geolo­

g i s t , have you been employed by any p a r t i c u l a r companies or 

have you worked as a consultant during t h a t time? 

A I have been employed by — my f i r s t em­

ployer when I f i r s t got out of school was Energy Resources 

Corporation of Dallas, Texas. A f t e r t h a t I worked w i t h 

P h i l l i p s Petroleum Company i n t h e i r Northwestern New Mexico 
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Uranium P r o j e c t . 

Following t h a t I worked w i t h The Superior 

O i l Company i n Midland, and then I went on my own and have 

been i n independent g e o l o g i c a l consultant f o r three years. 

Q Are you f a m i l i a r w i t h the area t h a t i s 

the subject of today's hearing? 

A Yes, I am. 

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 s 

f i l e d by BTA and Chama? 

A I am. 

Q when d i d you f i r s t study the area which 

i s the subject of today's hearing? 

A I f i r s t s t u d ied the area on a re g i o n a l 

scale as p a r t of an extensive g e o l o g i c a l study f o r GeoMap 

Company, and t h a t was over two years — i n f a c t , t h a t was 

almost three years ago. 

I have been working on the p a r t i c u l a r 

area f o r — f o r Chama, the s p e c i f i c Lea South Area, as we 

c a l l i t , f o r over a year now. 

Excuse me, f o r almost two years. 

MR. CARR: Are the witness' 

q u a l i f i c a t i o n s as a g e o l o g i s t acceptable? 

MR. STOGNER: Any objections? 

MR. KELLAHIN: No, s i r . 

MR. STOGNER: He i s so q u a l i ­

f i e d . 

Q Have you prepared c e r t a i n e x h i b i t s f o r 
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i n t r o d u c t i o n i n t h i s case? 

A I have. 

Q Would you r e f e r t o what's been marked f o r 

i d e n t i f i c a t i o n as Chama E x h i b i t Number Four, i d e n t i f y t h i s 

and review i t f o r the Examiner? 

A Chama E x h i b i t Number Four i s a s t r u c t u r e 

contour map which was drawn on top of what I consider the 

Morrow C l a s t i c s e c t i o n . 

This marker horizon i s b a s i c a l l y s i m i l a r 

t o the one which BTA has submitted i n t h i s and previous 

hearings before t h i s Commission. 

There are some s u b t l e d i f f e r e n c e s i n cor­

r e l a t i o n and i n t e r p r e t a t i o n , but by and l a r g e , the two maps 

gen e r a l l y show the same t h i n g . 

On the map, as w e l l as the -- i s the 

f a u l t which BTA has shown us i n a s l i g h t l y d i f f e r e n t p o s i ­

t i o n on t h e i r map. I base the l o c a t i o n of t h i s f a u l t on 

some seismic mapping which was done as Marathon's o r i g i n a l 

s u b m i t t a l f o r the Lea — f o r the Lea Pennsylvanian Pool 

Un i t , which -- which — the i n t e r p r e t a t i o n of which has been 

modified by subsequent d r i l l i n g i n the area, and so the 

f a u l t i s drawn t o the best of my knowledge based on o l d 

seismic work and subsurface c o n t r o l . 

Now y o u ' l l note t h a t the subsurface con­

t r o l i s not t h a t good, p a r t i c u l a r l y towards Section 25, the 

area of the subject of t h i s hearing. 

I have arrows on the f a u l t zone which i n -
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d i c a t e t h a t t h a t f a u l t could a c t u a l l y be a l o t closer t o 

both proposed l o c a t i o n s than I've had i t mapped, but i n the 

i n t e r e s t of optimism, I l e f t i t where i t was. 

Q Now, when — when d i d you o r i g i n a l l y pre­

pare t h i s map? 

A This map was o r i g i n a l l y prepared i n March 

of -- i n November of 1983. 

Q And i t was subsequently revised? 

A I t was subsequently r e v i s e d , as my date 

i n d i c a t e s , t h i s month. 

Q And when you rev i s e d the map, what i n f o r ­

mation d i d you include t h a t you hadn't p r e v i o u s l y had a v a i l ­

able t o you? 

A I included i n f o r m a t i o n from BTA No. 1 JVP 

Lynch i n Section 24, the i n f o r m a t i o n which was acquired from 

the m a t e r i a l submitted by BTA before t h i s Commission on the 

l a s t -- on the aforementioned hearings. 

Q Would you look now at Section 24 and com­

pare the l o c a t i o n s , the proposed l o c a t i o n s of Chama and BTA? 

A Excuse me, you mean Section 25? 

Q Yes, I do. 

A Okay. We are b a s i c a l l y i n agreement as 

to the s t r u c t u r a l , the r e l a t i v e s t r u c t u r a l merits of the two 

proposed l o c a t i o n s ; t h a t i s , I'm b a s i c a l l y i n agreement w i t h 

BTA t h a t the Chama l o c a t i o n i s s l i g h t l y up d i p r e l a t i v e t o 

the BTA l o c a t i o n . 

Our mapping, or my mapping, has i n d i c a t e d 
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t h a t the degree of — of d i f f e r e n c e i n the depth t o the top 

of t h i s marker horizon can be as much as 50 f e e t , these are 

50-foot contours as I've drawn them, not 100, as presented 

by BTA. Nevertheless, the s t r u c t u r a l d i f f e r e n c e between the 

two l o c a t i o n s can be as much as 50 f e e t . I be l i e v e BTA says 

there could be as much as 15 f e e t or so. I t ' s a matter of 

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

Q Would you e x p l a i n t o Mr. Stogner what the 

colo r coding i n d i c a t e s ? 

A Yes. T.IK c o l o r coding i n d i c a t e s w e l l s 

which are producing from two primary r e s e r v o i r zones, and 

they are by f a r not the only r e s e r v o i r zones t h a t produce i n 

the area, but there are two major r e s e r v o i r zones. 

The w e l l s t h a t are c o l o r coded i n red 

produce from the zone which corresponds t o Mr. Z o l l e r ' s y e l ­

low, captioned yellow zone, on h i s cross s e c t i o n s , both from 

t h i s hearing and previous hearings. 

Q And what does the green i n d i c a t e ? 

A The green, the w e l l s which are i n d i c a t e d 

i n green, came from a s t r a t i g r a p h i c horizon which i s lower 

than the yellow zone on Mr. Z o l l e r ' s cross sections. 

Q I s t h i s the zone which i s producing i n 

the Chama w e l l c u r r e n t l y producing i n Section 25? 

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

Q What general conclusions can you draw 

from t h i s s t r u c t u r e map? 

A Okay. From t h i s s t r u c t u r e map the main 
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conclusion t h a t can be drawn i s t h a t the proposed l o c a t i o n 

t h a t Chama submits i n t h i s a p p l i c a t i o n f o r t h e i r No. 2-L 

Federal i s i n a s t r u c t u r a l l y more favorable p o s i t i o n t o the 

BTA proposed l o c a t i o n . S t r u c t u r e may be an important f a c t o r 

i n terms of g e t t i n g above the water t a b l e or i n any p a r t i c u ­

l a r zone, but as Mr. Z o l l e r , has so s t a t e , so would I , t h a t 

any time you can get higher, t h a t ' s what you want t o do. 

Q Would you now r e f e r t o what's been marked 

as Chama E x h i b i t Number Five, i d e n t i f y t h a t , and review i t , 

please? 

A Chama E x h i b i t Number Five i s an Isopach 

map. That i s a map showing the thickness of a genetic sand­

stone u n i t which I have defined i n t h i s immediate area, the 

Lea Pool area and surrounding w e l l s . I t ' s a s t r u c t u r e map 

— I'm s o r r y , i t ' s a thickness map of a s p e c i f i c sandstone 

u n i t ; t h a t i s , the u n i t which c o r r e l a t e s t o the pay forma­

t i o n i n BTA's No. 1 JVP Lynch, and t h a t i s the yellow cap­

ti o n e d u n i t on Mr. Z o l l e r ' s cross sections. 

Q Now have you mapped the p a r t — i s i t the 

same producing zone, i s t h a t what you've j u s t s a i d , t h a t ' s 

i n the Lynch No. 1? 

A This — t h i s map shows t h a t there i s 53 

f e e t of sand w i t h i n t h e i r No. 1 JVP Lynch, which I assign t o 

t h i s s p e c i f i c zone I c a l l Number 11. 

Q Would you j u s t b r i e f l y describe how t h i s 

map was prepared? 

A This map was prepared on the basis of de 
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t a i l e d sample ev a l u a t i o n on a number of w e l l s i n t h i s imme­

d i a t e area, looking at the w e l l c u t t i n g s i n great d e t a i l ; 

looking at the l i t h o l o g i c associations on the various sand 

zones, or what I term t o be genetic u n i t s , or packages, of 

sand; as w e l l as on a knowledge of the l o c a l geology, the 

l o c a l r e s e r v o i r trend;--,, as I established from my mega-study 

of a couple of years ago. 

So i t ' s a combination of d e t a i l e d s e d i -

mentology combined w i t h a knowledge of the r e g i o n a l s e t t i n g 

of the Morrow i n t h i s p a r t of Lea County. 

This mapping technique has been described 

i n the l i t e r a t u r e , i t has by f a r — i t hasn't been invented 

by me; i t ' s a standard sedimenticologica1 p r a c t i c e , and i t ' s 

accepted by Chama as v a l i d and i t ' s u t i l i z e d i n t h e i r ex­

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

Q Now, can you g e n e r a l l y summarize the con­

clusions t h a t you reached from t h i s map; what i t a c t u a l l y 

shows ? 

A Okay. The map i n d i c a t e s , at l e a s t i t 

suggests when we look at t h i s i n l i n e w i t h the s t r u c t u r e map 

pr e v i o u s l y presented, i n d i c a t e s the combination nature of 

the Morrow r e s e r v o i r s i n t h i s area. I n other words, these 

r e s e r v o i r s are s t r a t i g r a p h i c i n nature and — but they're 

also s t r u c t u r a l l y enhanced. 

The map shows t h a t s t r a t i g r a p h y seems t o 

be a major f a c t o r i n the No. 1 — the BTA No. 1 JVP Lynch, 

inasmuch as i t ' s producing from one of the t h i c k e s t sections 
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of t h i s u n i t t h a t I've been able t o map i n the area. 

Structure c o n t r o l s the l o c a l i z a t i o n of 

the r e s e r v o i r , p a r t i c u l a r l y r e s e r v o i r marginal w e l l s . For 

example, the w e l l s , the three w e l l s on the nor t h p a r t of the 

sec t i o n — of the map i n Sections 11 and 14, are g e t t i n g t o ­

wards the f l a t t e n i n g of the t h i c k e s t p o r t i o n s of the sands 

and they're probably productive t h e r e , or helped i n produc­

t i o n t h e r e , because they're g e t t i n g up on the s t r u c t u r e as 

we've defined i t i n t h i s area. 

Q So i n essence you can tr a c e the sand 

u n i t s i n t h i s area? 

A I have shown both here and w i t h other 

p r o j e c t s t h a t I've done, and i n the l i t e r a t u r e , t h a t you can 

-- t h a t these sands are tr a c e a b l e . I don't t h i n k — I t h i n k 

Mr. Z o l l e r has said the same t h i n g , b a s i c a l l y , i n sub m i t t i n g 

h i s cross s e c t i o n s . 

They are traceable as long as you don't 

t r y to take them over miles and miles. You can do i t i n a 

l o c a l area l i k e t h i s f a i r l y e f f e c t i v e l y . 

Q And, Mr. Mazzullo, would you now focus on 

Section 25 and compare the proposed l o c a t i o n s of BTA and 

Chama? 

A I n terms of t h i s p a r t i c u l a r zone, I show 

t h a t the zone i s t h i c k e s t i n the JVP Lynch No. 1 and t h a t ' s 

the major p o r t i o n of the sand trends i n the southwesterly 

d i r e c t i o n towards the Chama No. 1-L Federal and even f u r t h e r 

than t h a t towards the Pennzoil 1-C Federal i n Section 35. 
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The BTA — the Chama proposed l o c a t i o n i n 

Section 25 i s placed i n a more s t r a t i g r a p h i c a l l y favorable 

p o s i t i o n w i t h respect o t t h i s zone than i s the BTA proposed 

l o c a t i o n . 

Q Do you be l i e v e i t ' s f a i r t o say t h a t from 

the Chama l o c a t i o n there's greater p o t e n t i a l f o r production 

from the Morrow? 

A Yes, e s p e c i a l l y considering t h a t we're 

g e t t i n g s t r u c t u r a l l y higher, which always helps matters. 

Q Mr. Mazzullo, when was t h i s Isopachous 

map constructed? 

A This map was constructed, o r i g i n a l l y con­

s t r u c t e d , a t the same time the o r i g i n a l s t r u c t u r e map was 

done, back i n November of 1983, and subsequently revised 

w i t h the a d d i t i o n of the data gleaned from the No. 1 JVP. 

Q Were E x h i b i t s Pour and Five prepared by 

you? 

A Yes. 

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

Stogner, we would o f f e r i n t o evidence Chama's E x h i b i t s Four 

and Five. 

MR. STOGNER: E x h i b i t s Four and 

Five w i l l be admitted i n t o evidence. 

Q Do you have anything f u r t h e r t o add t o 

your testimony? 

A The only t h i n g I could say i s j u s t t o 

q u a l i f y my statement about the f a v o r a b i l i t y of the Chama 
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proposed l o c a t i o n , i s t h a t i t too i s a r i s k y l o c a t i o n i n r e ­

spect — i n regard t o r e l a t i v e r i s k s ; i t ' s more r i s k y than 

d r i l l i n g the No. 1 JVP, but a l o t less r i s k i e r by my c o r r e ­

l a t i o n s and my geology, than d r i l l i n g the BTA proposed No. 3 

Lynch. 

Q Do you concur t h a t any w e l l d r i l l e d i n 

the Morrow i n t h i s area should receive the 200 percent pen­

a l t y , r i s k penalty t o be imposed against those who do not 

v o l u n t a r i l y p a r t i c i p a t e ? 

A I do. 

Q And Chama i s desirous of being named the 

operator of the spacing u n i t ? 

A They do. 

MR. CARR: And I have nothing 

f u r t h e r of Mr. Mazzullo on d i r e c t . 

MR. STOGNER: Mr. K e l l a h i n , 

your witness. 

MR. KELLAHIN: No questions. 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Mazzullo, d i d you p a r t i c i p a t e i n any 

of the meetings between BTA and Chama? 

A No, I d i d not. 

Q Was your geologic data t h a t you said was 

put together i n 1983 t h a t you'd redone and come up w i t h Ex­

h i b i t Four and Five today, were those, do you know i f those 
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were used i n any of the meetings between BTA and Chama? 

A I wasn't t h e r e ; I wouldn't know. 

Q w e l l , d i d you make them a v a i l a b l e t o Cha­

ma before today? 

A They're t h e i r documents, prepared by me 

on t h e i r behalf. 

Q Have you supervised d r i l l i n g a w e l l out 

here? 

A Have I supervised? I'm not q u a l i f i e d t o 

supervise d r i l l i n g a w e l l . 

Q Has Chama d r i l l e d a w e l l out here? 

A Yes, they have. 

Q Which one? 

A The No. 1-L Federal i n Section — i n the 

northwest quarter of Section 25. 

Q What's the present s t a t u s on t h a t w e ll? 

A I t ' s shut i n a w a i t i n g p i p e l i n e connec­

t i o n , I understand. 

Q What i n t e r v a l w i l l t h i s w e l l be producing 

from? 

A This w e l l w i l l be producing from an i n ­

t e r v a l s t r a t i g r a p h i c a l l y lower than the one being produced 

at the present time i n the BTA JVP No. 1, and presumably the 

No. 2. 

Q I t ' s i n the Morrow though? 

A Oh, yes. 

Q Did t h i s w e l l , p a r t i c u l a r w e l l , go deep 
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enough t o encounter the "yellow zone"? 

A You mean the 1-L? 

Q Yes, s i r . 

A Yes, because i t ' s producing from below 

the yellow zone. 

Q Okay. Have you t e s t e d the yellow zone i n 

t h a t 1-L Well? 

A Not y e t . 

Q Do you have any opini o n what the yellow 

zone might produce i n t h a t 1-L Well? 

A No, I have no o p i n i o n . 

Q Did you look a t the log? 

A Yes, of course. 

Q No opini o n even a f t e r looking at the log? 

A Oh, i t i s — i t shows c h a r a c t e r i s t i c s 

t h a t i n d i c a t e t h a t i t ' s capable of pro d u c t i o n , and t h i s was 

done by an independent — c a l c u l a t i o n s were done by an inde­

pendent log a n a l y s t , not myself. 

G e o l o g i c a l l y I could say t h a t i t has a t ­

t r i b u t e s which make t h a t p a r t i c u l a r zone p o t e n t i a l l y produc­

t i v e . 

However, I might add, we can be as much 

as 37 f e e t high even t o t h a t w e l l i n our proposed, new pro­

posed l o c a t i o n on t h a t zone, so chances are g e t t i n g b e t t e r 

i n our proposed l o c a t i o n f o r t h a t zone, regardless of what 

we see i n the No. 1-L. 

MR. STOGNER: I have no gues-
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t h i s witness. 

Are there any -- i s there any-

I f not, he may be excused. 

Mr. K e l l a h i n , Mr. Carr, do you 

at t h i s time? 

MR. KELLAHIN: No, s i r . 

MR. STOGNER: Well, I would. 

bac: one more time. 

T. B. O'BRIEN, 

being r e c a l l e d as a witness and being s t i l l sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. O'Brien, I j u s t have one question. 

A Yes, s i r . 

Q The w e l l s t o t h i s depth i n t h i s p a r t i c u ­

l a r area, do they have a tendency t o wander? 

A Not g r e a t l y . They -- there are a few 

places i n the hole t h a t the hole w i l l get i n the order of 

two degrees or so, but the m a j o r i t y of the hole i s i n the 

order of one degree or less. 

MR. STOGNER: I have no f u r t h e r 

questions. 

MR. KELLAHIN: As long as we 
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have Mr. O'Brien s i t t i n g t h e r e , l e t me ask a question. 

MR. STOGNER: Sure, Mr. K e l l a ­

h i n , go ahed. 

REDIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. O'Brien, since Mr. Nearburg t e s t i f i e d 

and presented us w i t h an AFE, have you had an o p p o r t u n i t y to 

review Chama's AFE dated October — February 25th of '85? 

A I've made what you might term a cursory 

examination of i t . 

Q Based upon your cursory examination of 

t h a t AFE, Mr. O'Brien, do you have any comments concerning 

Chama's proposed method of d r i l l i n g and completing t h i s 

w e l l ? 

A The Chama proposal includes casing at 800 

f e e t and at 5500 f e e t and I went i n t o the need f o r the other 

s t r i n g of pipe at 3500 f e e t . 

Because t o run only two s t r i n g s they pro­

pose t o set 8-5/8ths at 5500 f e e t and 13-38ths at the sur­

face . 

The d i f f e r e n c e i n cost of the casing by 

the two programs i s about $120,000. The remaining d i f f e r ­

ence between the two w e l l s , or the two AFE's i s b a s i c a l l y , 

although they — d i f f e r e n t people make AFE's d i f f e r e n t l y , so 

i t ' s j u s t hard t o compare them, but the remaining d i f f e r e n c e 

between the -- about the -- the t o t a l d i f f e r e n c e i n the 
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casing p o i n t cost i s about $230,000 and there's $120,000 i n 

casing cost. 

The remaining d i f f e r e n c e i s i n d r i l l i n g 

cost r e l a t e d t o the d r i l l i n g r i g . Chama has used a footage 

c o n t r a c t where BTA uses a day work c o n t r a c t , and when you — 

the costs there make up the m a j o r i t y of the d i f f e r e n c e . 

That's j u s t based on Chama's estimate of what the footage 

c o n t r a c t can be obtained f o r ; however, i f they d r i l l e d the 

w e l l by t h e i r program and l o s t c i r c u l a t i o n , then they would 

d r i l l a s u b s t a n t i a l p a r t of t h a t hole, or they would spend a 

considerable amount of time on day work, anyhow, so again, 

because of the d i f f e r e n c e i n the program, and the need f o r 

t h a t other s t r i n g of casing, then Chama's AFE i s going o t 

have t o be revised s u b s t a n t i a l l y . 

MR. KELLAHIN: I have nothing 

f u r t h e r . Thank you. 

MR. STOGNER: Mr. Carr? 

RECROSS EXAMINATION 

BY MR. CARR: 

Q Mr. O'Brien, are you f a m i l i a r w i t h how 

the Marathon Wells were cased i n the Lea Penn Unit? 

A No, s i r . 

Q Then you wouldn't know i f — then you 

would not be able t o t e s t i f y whether Chama's proposal was i n 

l i n e w i t h those. 

A No, s i r . 
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Q Now the d i f f e r e n c e t h a t we have b a s i c a l l y 

i n the two AFE's from, a d m i t t e d l y , cursory review, comes 

from casing cost and the type of c o n t r a c t i n v o l v e d , i s t h a t 

c o r r e c t ? Was t h a t your testimony? 

A And the — yes, and the — the c o n t r a c t 

being on a footage lumps the costs t h a t are i n — t h a t BTA 

d e t a i l s i n t o one lump, so the d i f f e r e n c e i s the r e s u l t of a 

d i f f e r e n t estimated cost f o r d r i l l i n g r i g oper a t i o n . 

Q So t h i s makes i t d i f f c u l t t o make a very 

quick review. 

A Yeah, almost impossible. 

Q Okay. That's a l l I have. 

MR. STOGNER: Any other ques­

t i o n s of Mr. O'Brien? 

I f not, he may be excused. 

Mr. Z o l l e r ? 

MR. ZOLLER: Yes. 

MR. STOGNER: I'd l i k e t o r e ­

c a l l you f o r one question. 

MR. ZOLLER: Okay. 

MARVIN L. ZOLLER, 

being r e c a l l e d as a witness and being s t i l l sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 
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RECROSS EXAMINATION 

BY MP. STOGNER: 

Q Upon hearing everything today, do you 

t h i n k BTA and Chama can get together one more time? 

A You mean get together t o t a l k ? 

Q Yep. 

A Oh, c e r t a i n l y . Now, you want t o f o l l o w 

t h a t up? 

MR CARR: And so you don't have 

to r e c a l l Mr. Nearburg, Mr. Nearburg would be w i l l i n g , I'm 

c e r t a i n , t o t a l k , a l s o . 

MR. STOGNER: Okay. 

A I w i l l even go so f a r as t o say t h a t I 

t h i n k we could f i n d , c e r t a i n l y , s u r e l y , an adjus t a b l e loca­

t i o n but I don't see any sense i n t a l k i n g any more about who 

wants t o be the operator. 

MR. STOGNER: I would l i k e t o 

take about a f i v e minute recess and see Mr. K e l l a h i n and Mr. 

Carr i n my o f f i c e . 

(Thereupon a recess was taken.) 

MR. STOGNER: The hearing w i l l 

resume t o order. 

MR. KELLAHIN: Mr. Examiner, I 

would request t h a t w i t h i n a ten-day period you allow Mr. 

Carr and I t o each submit t o you our w r i t t e n c l o s i n g com-
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ments w i t h regards t o t h i s case, and a proposed order. 

That w i l l a l l o w , i n my op i n i o n , 

an o p p o r t u n i t y f o r the p a r t i e s t o discuss among t h e i r p r i n ­

c i p a l s whether or not they can resolve t h i s case, and t h a t 

at the end of t h a t ten-day p e r i o d , i f there i s no communica­

t i o n from Mr. Carr and I t o you saying i t ' s resolved, then 

we would request t h a t you decide the case, t h a t you w i l l 

take i n t o c o n s i d e r a t i o n our w r i t t e n comments and our respec­

t i v e proposed orders f o r --

MR. CARR: And I concur w i t h 

the request of Mr. K e l l a h i n . 

MR. STOGNER: Okay, Mr. K e l l a ­

h i n . Thank you, Mr. Carr. 

I'd l i k e t o make one l i t t l e 

statement before we leave. 

Mr. Nearburg, I t h i n k i t might 

be advantageous as a suggestion and request t h a t Mr. Charles 

Nearburg make some attempt e i t h e r t o go t o Midland or meet 

halfway i n between, go t o Possum Kingdom, and discuss — and 

discuss w i t h BTA a l i t t l e b i t . 

MR. NEARBURG: We have done 

t h a t and we w i l l do t h a t again. 

MR. STOGNER: That's j u s t a 

suggestion. 

MR. NEARBURG: We c e r t a i n l y 

w i l l . 

MR. STOGNER: I f there i s not 
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anything further i n either of these cases, these cases w i l l 

be taken under advisement. 

(Hearing concluded.) 
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