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1 EXAMINER JONES: Let's c a l l Case 14 83 6, 

2 a p p l i c a t i o n of Nearburg' Producing Company f o r designation 

3 of a non-standard spacing u n i t , a non-standard p r o j e c t 

4 area, unorthodox surface l o c a t i o n and compulsory p o o l i n g , 

5 i n Eddy County, New Mexico. 

6 C a l l f o r appearances. 

7 MR. HALL: Mr. Examiner, Scott H a l l of 

8 Montgomery & Andrews Law Firm, Santa Fe, appearing on 

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

10 EXAMINER JONES: Any other appearances? 

11 Do you have witnesses? 

12 MR. HALL: I have two witnesses. I would 

13 note f o r the record t h a t my witnesses are p r e v i o u s l y 

14 sworn and had t h e i r c r e d e n t i a l s accepted as expert 

15 petroleum landman and g e o l o g i s t i n Case Number 14826. So 

16 i f i t ' s agreeable w i t h you, w e ' l l dispense w i t h f u r t h e r 

17 q u a l i f i c a t i o n s . 

18 EXAMINER BROOKS: This case was heard t h i s 

19 morning? 

20 MR. HALL: Yes, s i r , j u s t now. 

21 EXAMINER BROOKS: Go ahead. 

22 EXAMINER JONES: Tim Spear won't be here? 

23 MR. HALL: No, s i r . 

24 For the r eco rd , Russe l l Wickman and B i l l E l t o n 

25 are the two witnesses 
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1 EXAMINER JONES: Let the record show t h a t i 

2 Russell Wickman and B i l l E l t o n have already been sworn. 1 

3 RUSSELL WICKMAN j 

4 Having been f i r s t d u l y sworn, t e s t i f i e d as f o l l o w s : 

5 DIRECT EXAMINATION j 

6 BY MR. HALL: j 

7 Q. Mr. Wickman, would you e x p l a i n t o the hearing I 

8 Examiner what Nearburg i s seeking by i t s a p p l i c a t i o n 

9 today? j 

10 A. We are seeking acceptance of a non-standard f 

11 l o c a t i o n covering the south h a l f of the southwest quarter 

12 and the southwest quarter of the southeast quarter of 

13 Section 34, 19 South, 25 East as t o the Glorieta-Yeso 

14 formation. We're seeking t o pool a l l the mineral 

15 i n t e r e s t s t h e r e i n . 

16 Q. This i s f o r your h o r i z o n t a l p r o j e c t area? I 
: i 

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

18 Q. You've brought c e r t a i n e x h i b i t s w i t h you j 

19 today. Let me ask you something a l i t t l e o f f s c r i p t . We | 

20 d i d n ' t rehearse t h i s p a r t . Why i s t h i s a p p l i c a t i o n being 

21 brought i n the name of Nearburg Producing Company and not 

22 Nearburg Exploration? 

23 A. Nearburg Producing Company i s the operating 

24 e n t i t y , and Nearburg E x p l o r a t i o n Company i s the t i t l e 

25 h o l d i n g e n t i t y . 
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1 Q. Let's look at E x h i b i t 1, i f you have t h a t i n 

2 f r o n t of you. 

3 A. I do. 

4 Q. Would you e x p l a i n t h a t t o the hearing 

5 Examiner? 

6 A. This i s j u s t our Form C-102 t h a t shows the 

7 surface l o c a t i o n and the bottomhole l o c a t i o n f o r the 

8 w e l l . The surface l o c a t i o n being 330 from the south l i n e 

9 and 165 f e e t from the west l i n e and the bottomhole 

10 l o c a t i o n being 330 from the south l i n e and 1,650 f e e t 

11 from the east l i n e of the s e c t i o n . 

12 Q. What's your t a r g e t f o r the well? 

13 A. The Yeso formation. 

14 Q. And you're seeking t o pool the e n t i r e t y of the 

15 Glorieta-Yeso formation? 

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

17 Q. Could you e x p l a i n b r i e f l y t o the Examiner why 

18 the southeast/southeast was not included i n the p r o j e c t j 

19 area? 

20 A. The southeast/southeast was not included i n I 

21 the prospect area because Mewbourne c u r r e n t l y has i t s own 

22 h o r i z o n t a l w e l l running across the east h a l f of the 1 

23 southeast quarter of t h a t s e c t i o n . 

24 Q. Can you t e l l us what percentage of the acreage 
25 i n each of the 40-acre u n i t s i s v o l u n t a r i l y committed t o 
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1 the w e l l or i n the w e l l o v e r a l l ? I f you want t o r e f e r t o 

2 E x h i b i t s 2 and 3? 

3 A. Okay. We have -- Nearburg has an i n t e r e s t 

4 throughout the s e c t i o n . Nearburg has 100 percent i n the 

5 southwest qu a r t e r of the southwest quarter and also i n 

6 the southwest quarter of the southeast quarter. 

7 And i n the southeast quarter of the southwest 

8 quarter of the se c t i o n , there are a handful -- I can't 

9 remember e x a c t l y what i t i s -- 8 or 10 people t h a t have a 

10 small i n t e r e s t t h e r e i n , and those are the f o l k s we're 

11 seeking t o poo l . 

12 Q. Are those i n t e r e s t owners l i s t e d on E x h i b i t 3? 

13 A. That's c o r r e c t , yes. 

14 Q. And i s Nearburg also seeking the i m p o s i t i o n of 

15 the 200 percent r i s k penalty? 

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

17 Q. Nearburg seeks t o be designated operator; i s 

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

19 A. Yes. 

2 0 Q. L e t ' s t a l k about the sur face and bottomhole 

21 l o c a t i o n s f o r the w e l l . Can you e x p l a i n - - f i r s t o f a l l , 

22 i s the su r face l o c a t i o n non-standard? 

23 A. Yes. 
24 Q. Why i s tha t? 

25 A. W e l l , p a r t i c u l a r l y because i t ' s - - we ' re not 
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1 able t o do a 160-acre spacing u n i t . We wanted t o maximum 

2 the e f f e c t i v e n e s s of our h o r i z o n t a l p o r t i o n of our w e l l 

3 by remaining i n the zone as long as we could, which i s 

4 why we put the surface l o c a t i o n at 165 f e e t , r a t h e r than 

5 the 330-foot setback. 

6 Q. Was there any surface o b s t r u c t i o n s you had t o 

7 deal with? 

8 A. We a c t u a l l y d i d have a surface o b s t r u c t i o n . 

9 We o r i g i n a l l y had the w e l l set at 10 f e e t o f f the lease 

10 l i n e . There was a fence t h a t the BLM d i d not want us t o 

11 c ut. 

12 We were going t o have t h a t surface l o c a t i o n , 

13 but the pad a c t u a l l y overlapped i n t o the a d j o i n i n g 

14 s e c t i o n . So because of t h a t issue, we moved i t f u r t h e r 

15 away from the s e c t i o n l i n e . 

16 Q. Let's t u r n t o E x h i b i t 4. F i r s t of a l l , 

17 i d e n t i f y what E x h i b i t 4 i s . 

18 A. E x h i b i t 4 i s the w e l l proposal t h a t we sent t o 

19 each of the owners t h a t we're seeking t o pool. 

20 Q. By reference t o both E x h i b i t s 3 and 4, would 

21 you e x p l a i n t o the Hearing Examiner the steps you went 

22 through t o o b t a i n the v o l u n t a r y p a r t i c i p a t i o n of these 

23 i n t e r e s t owners? 

24 A. We sent out the l e t t e r s , obviously, and we 

25 f o l l o w e d up w i t h phone c a l l s . We've a c t u a l l y received 
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1 back executed AFEs from a number of the people, and 

2 E x h i b i t 3 shows who those people are. 

3 We've not had a JOA signed by anybody as of 

4 y e t , but t h a t w i l l be our next step t o t r y t o do t h a t . 

5 We've had follow-up phone c a l l s and conversations and 

6 have had a discussion w i t h everybody w i t h the exception 

7 of one owner t h a t we have not been able t o get t o r e t u r n 

8 our phone c a l l s . 

9 Q. And can you i d e n t i f y t h a t owner? 

10 A. A l l i a n c e Income Fund. 

11 Q. I n your o p i n i o n as an expert petroleum 

12 landman, Mr. Wickman, do you f e e l t h a t Nearburg has made 

13 a g o o d - f a i t h e f f o r t t o o b t a i n the v o l u n t a r y p a r t i c i p a t i o n 

14 of those i n t e r e s t owners? 

15 A. Yes, f do. 

16 Q. Let's look at E x h i b i t 5. I f you could 

17 i d e n t i f y t h a t please? 

18 A. That i s the AFE f o r the w e l l . 

19 Q. Could you review the w e l l t o t a l s f o r us? 

20 A. Yes. The dryhole cost f o r the w e l l i s 

21 1,010,290, w i t h the t o t a l w e l l cost, completed w e l l costs 

22 at 2,987,767. 

23 Q. What are the d r i l l i n g and producing overhead 

24 ra tes t h a t y o u ' r e propos ing f o r t h i s we l l ? 

25 A. The d r i l l i n g r a t e would be $5,000 a month, and 
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1 the producing r a t e at $50 0 a month. 

2 Q. Are the d r i l l i n g costs and overhead rates i n 

3 l i n e w i t h what other operators are charging? 

4 A. Yes, they are. 

5 Q. You're recommending t h a t these d r i l l i n g and 

6 producing overhead r a t e s be incorporated i n t o the order 

7 entered i n t h i s hearing? 

8 A. Yes. 

9 Q. Are you requesting t h a t the D i v i s i o n provide 

10 f o r an adjustment of the overhead rates i n accordance 

11 w i t h the cu r r e n t COPAS b u l l e t i n ? 

12 A. Yes. 

13 Q. Would you i d e n t i f y the o f f s e t operators? 

14 A. The o f f s e t operators are e s s e n t i a l l y j u s t 

15 Nearburg and Mewbourne. 

16 Q. I sent n o t i c e t o Unit Petroleum i n the b e l i e f 

-17 t h a t they were an o f f s e t operator. I s t h a t — 

18 A. They a c t u a l l y are an o f f s e t operator i n the 

19 n o r t h h a l f of the s e c t i o n , but there's a spacing u n i t i n 

2 0 between t h a t Nearburg has. 

21 Q. Okay. I n your o p i n i o n , would g r a n t i n g 

22 Nearburg's a p p l i c a t i o n be i n the i n t e r e s t of conservation 

23. and the prevention of waste and p r o t e c t i o n of c o r r e l a t i v e 

24 r i g h t s ? 

25 A. Yes. 
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1 Q. Were E x h i b i t s 1 through 5 prepared by you? 

2 A. Yes 

3 

4 t h i s witness. 

5 through 5. 

6 

7 be admitted. 
8 I ' l l pass the witness t o Mr. Brooks. 

9 ( E x h i b i t s 1 through 5 were admitted.) 

10 EXAMINATION 

11 BY EXAMINER BROOKS: 

12 Q. This,,again, i s Yeso? 

13 A. Yes, s i r . 

14 Q. And are you seeking any uphole p o o l i n g or j u s t 

15 the Yeso formation? 

16 A. The Glorieta-Yeso. 

17 Q. And i s t h i s i n an e x i s t i n g Glorieta-Yeso pool? 

18 A. Yes, i t i s . 

19 Q. What i s that? 

20 A. The North Seven Rivers Glorieta-Yeso pool. 

21 Q. But you're not seeking any u n i t s f o r any other 

22 formation outside t h a t pool? 

23 A. No, s i r . 

24 Q. Did you have any unlocated i n t e r e s t s i n t h i s 

25 u n i t ? 
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1 A. No, s i r . 

2 EXAMINER BROOKS: I beli e v e t h a t ' s a l l I 

3 have. 

4 EXAMINER JONES: Just one question. 

5 EXAMINATION 

6 BY EXAMINER JONES: 

7 Q. Nobody has signed the JOA yet? 

8 A. Well,;we've had t o work w i t h Mewbourne q u i t e a 

9 b i t . They were an owner at t h i s p o i n t and we made a 

10 deal. Anyway, they're not an owner anymore. But we k i n d 

11 of waited t o do the JOA because they were going t o be a 
j 

12 s i g n i f i c a n t i n t e r e s t i n t h i s t h a t we needed t o deal w i t h . 

13 Now t h a t t h a t ' s d e a l t w i t h , w e ' l l get the JOA 

14 prepared and sent out. They haven't had the o p p o r t u n i t y 

15 t o sign the JOA y e t . 
i 

16 Q. As f a r as the phone c a l l s t o t h i s A l l i a n c e 
17 Trust, do you in t e n d t o send them something i n w r i t i n g ? 

i 

18 A. Yes, We w i l l . 

19 And I do want t o say t h a t a l l of these owners 

20 t h a t we're seeking t o pool have been and continue t o be 

21 partners i n some other Nearburg w e l l s . They're f o l k s 

22 t h a t we a c t u a l l y brought i n t o some of our prospects. So 

23 we're aware t h a t they have -- they're aware of t h i s 

24 and -- so we don't a n t i c i p a t e a problem e v e n t u a l l y 

25 g e t t i n g something worked out w i t h A l l i a n c e . 
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1 EXAMINER JONES: Thank you. 

2 MR. HALL: I ' d l i k e t o address one more 

3 issue. When we get t o the n o t i c e a f f i d a v i t w e ' l l see 

4 t h a t we've got --we were unable t o o b t a i n green cards 

5 back from Challenger Crude and Lamar Roemer. 

6 THE WITNESS: And both of those people 

7 have signed an AFE at t h i s p o i n t . 

8 MR. HALL: That's a l l I have. 

9 EXAMINER JONES: Thank you. 

10 MR. HALL: At t h i s time, we c a l l Mr. B i l l 

11 E l t o n again. Mr. E l t o n has been swore and q u a l i f i e d as 

12 an expert petroleum g e o l o g i s t . 

13 EXAMINER JONES: Yes. 

14 MR. HALL: We'll proceed d i r e c t l y t o 

15 examination. 

16 i BILL ELTON 

17 Having been f i r s t d u l y sworn, t e s t i f i e d as f o l l o w s : 

18 DIRECT EXAMINATION 

19 BY MR. HALL: 

20 Q. Mr. E l t o n , i f you would r e f e r back t o E x h i b i t 

21 1? There's some n o t a t i o n s on t h a t land p l a t i n red. 

22 Could you e x p l a i n t h a t t o the hearing Examiner? 

23 A. Yes. The red n o t a t i o n s there j u s t i n d i c a t e 

24 the 330 st a n d o f f s from both the south l i n e and the west 

25 l i n e r e l a t i v e t o pur surface l o c a t i o n . 
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1 Q. Does the e x h i b i t a c t u a l l y show the p e n e t r a t i o n 

2 p o i n t f o r the top of the Yeso? 

3 A. Not on t h i s one. I t ' s on the next e x h i b i t . 

4 Q. Let's look a t E x h i b i t 6. I f you could 

5 i d e n t i f y t h a t and e x p l a i n t h a t t o us, please? 

6 A. The next e x h i b i t i s a h o r i z o n t a l view of the 

7 w e l l plan. The v e r t i c a l red l i n e i s , again, the 33 0 

8 standoff from the west l i n e r e l a t i v e t o our surface 

9 l o c a t i o n w i t h a n o t a t i o n there t h a t the uppermost Yeso 

10 perfed i n t e r v a l w i l l be no c l o s e r than 330 t o the n o r t h 

11 l i n e . 

12 Q. That's what we c a l l the completed i n t e r v a l 

13 these days? 

14 A. Yes, s i r . 

15 Q. Can you i n d i c a t e t o the Hearing Examiner, can 

16 the completed i n t e r v a l of the w e l l be produced i n 

17 conformity w i t h the s t a t e ' s setback requirements? 

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

19 Q. L e t ' s look a t E x h i b i t 7, your c r o s s - s e c t i o n . 

20 I f you would p rov ide us w i t h an overview of the geology 

21 o f the Glor i e t a -Yeso f o r m a t i o n i n t h i s area? 

22 A. This i s a wes t - to -eas t c ro s s - sec t i on i n v o l v i n g 

23 three w e l l s . There 's an index i n the corner t h a t shows 

24 the l o c a t i o n o f the s e c t i o n . I t begins w i t h a w e l l t o 

25 the southwest, a Mewbourne w e l l , and then t i e s two 
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1 v e r t i c a l s , the Huber Irami and the Exxon Lakewood, which 

2 are v e r t i c a l w e l l s l o c a t e d i n the south h a l f / s o u t h h a l f 

3 of Section 34. 

4 Also noted on here i s the upper u n i t , the top 

5 of the G l o r i e t a , then the Yeso, and t h a t l a s t marker i n 

6 red i s what we c a l l our middle Yeso marker. 

7 Q. The e x h i b i t does not r e f l e c t the top and the 

8 base of the North Seven Rivers Yeso Pool. But i s 

9 Nearburg seeking t o pool the e n t i r e v e r t i c a l extent of 

10 t h a t pool? 

11 A. I t r e f l e c t s the top and the G l o r i e t a i s 

12 presented there. But i n t h i s p a r t i c u l a r area i n general, 

13 the lower Yeso i s t i g h t , and we don't see i t as 

14 prospective. We've j u s t shown the Yeso and middle Yeso 

15 s e c t i o n below the G l o r i e t a . 

16 Q. Ownership i s the same through a l l depths; 

17 correct? 

18 A. I be l i e v e so. 

19 Q. Let's look a t your E x h i b i t 8. I f you would 

2 0 i d e n t i f y t h a t and e x p l a i n t h a t f o r us? 

21 A. This i s an isopach map of the p o r o s i t y w i t h i n 

22 the middle Yeso. The contour i n t e r v a l here i s 10 f e e t . 

23 I t was constructed by determining a p o r o s i t y grade of 8 

24 percent from neutron c o n t r o l logs. 

25 And i t b a s i c a l l y shows a -- on the 
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1 northeast/southwest o r i e n t a t i o n , a thickness t o the 

2 middle Yeso r e s e r v o i r . 

3 Q. Do each of the 40-acre u n i t s comprising the 

4 p r o j e c t area appear t o be prospective f o r o i l ? 

5 A. Yes, a l l 40 acres. 

6 Q. I n your e v a l u a t i o n , d i d you observe any 

7 d i s c o n t i n u i t i e s , nonconformities or f a u l t s a t a l l ? 

8 A. No. We've not included a s t r u c t u r e map, but 

9 there's no major obvious f a u l t i n g , j u s t a s l i g h t r e g i o n a l 

10 d i p t o the west. 

11 Q. Can the o i l when d r i l l i n g the p r o j e c t area be 

12 e f f i c i e n t l y and economically recovered w i t h a s i n g l e 

13 wellbore? 

14 A. We bel i e v e i t could. 

15 Q. Does Nearburg propose p a r t i c i p a t i o n w i l l be 

16 a l l o c a t e d on a 100 percent surface acre basis? 

17 A. • Yes. 

18 Q. I s t h i s a f a i r and reasonable basis f o r 

19 p a r t i c i p a t i o n i n t h i s circumstance? 

20 A. I bel i e v e i t i s , yes. 

21 Q. I n your o p i n i o n , would g r a n t i n g Nearburg's 

22 a p p l i c a t i o n be i n the best i n t e r e s t of conservation and 

23 the prevention of waste and the p r o t e c t i o n of c o r r e l a t i v e 

24 r i g h t s ? 

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

2 A. Yes, they were. 

3 MR. HALL: We move the admission of 

4 E x h i b i t s 6 through 8. That concludes my d i r e c t 

5 examination of t h i s witness. 

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

7 be admitted. 

8 ( E x h i b i t s 6 through 8 were admitted.) 

9 EXAMINATION 

10 BY EXAMINER JONES: 

11 Q. There's no breakdown of the Yeso i n t h i s area 

12 between members l i k e there i s i n other --

13 A. That's an i n t e r e s t i n g question. You a l l u d e d 

14 t o t h a t e a r l i e r today. 

15 Since I've been working here f o r the l a s t two 

16 or three years, companies l i k e Nearburg and Mewbourne 

17 j u s t r e f e r t o i t as the Yeso. As other operators have 

18 moved i n t o -- not t h i s area, but j u s t t o the northeast of 

19 here, we're s t a r t i n g t o see the Paddock and B l i n e b r y and 

2 0 some s p e c i f i c s t r a t i g r a p h y brought i n t o t h i s area. 

21 At t h i s p o i n t I have not t r i e d t o make t h a t 

22 c o r r e l a t i o n . But roughly, the upper Yeso would be 

23 equivalent t o the Paddock. 
24 Q. The middle 40-acre t r a c t i n s i d e t h i s proposed 

25 p r o j e c t area, i s i t t r u e t h a t you could not harvest the 
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1 o i l out of t h a t without d r i l l i n g a h o r i z o n t a l w e l l and 

2 you couldn't d r i l l i t j u s t w i t h a 40-acre t r a c t ? I s t h a t 

3 correc t ? What I mean i s , you need two or three 4 0s put 

4 together? 

5 A. Exactly. I f you're l o o k i n g at developing t h i s 

6 120 acres, you're going t o look at three v e r t i c a l w e l l s 

7 on 40-acre spacing. And we be l i e v e i t ' s economic and 

8 e f f i c i e n t l y b e t t e r t o d r i l l one h o r i z o n t a l t o capture 

9 those reserves. 

10 EXAMINER JONES: Yeah I was lo o k i n g at 

11 your isopach map, how i t accents the middle 40-acre 

12 t r a c t . 

13 Okay. Thank you. 

14 EXAMINER BROOKS: No questions. 

15 MR. HALL: Mr. Examiner, I want t o o f f e r 

16 i n t o the record E x h i b i t Number 9, which i s our n o t i c e 

17 a f f i d a v i t . Unless you have any questions, t h a t concludes 

18 our case. 

19 EXAMINER JONES: E x h i b i t 9 w i l l be 

20 admitted, i f i t ' s a l l r i g h t . 

21 ( E x h i b i t 9 was admitted.) 

22 EXAMINER BROOKS: You keep copies of a l l 

23 the e x h i b i t s , because I don't keep mine. 

24 EXAMINER JONES: With t h a t , Case Number 
: With t h a t , Case Num 

Vnfi; th® '' ' ''V.-.-.f-iij \& 

25 14836 w i l l be taken under adyi«,emSnti.'\ .... nroce*'-^ 

t\ *:;:.nv - K K C I - U ^
 V • 

r v i . - i . n l ' " 
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