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(11:22 a.m.) 

2 EXAMINER EZEANYIM: Now, l e t ' s go back and 

3 c a l l the l a s t case. This l a s t case i s Case Number 

4 14996, a p p l i c a t i o n of Nearburg E x p l o r a t i o n Company, LLC 

5 f o r a nonstandard o i l spacing and p r o r a t i o n u n i t , 

6 unorthodox o i l w e l l l o c a t i o n and compulsory pooling, Lea 

7 County, New Mexico. 

8 C a l l f o r appearances. 

9 MR. BRUCE: Mr. Examiner, Jim Bruce of 

10 Santa Fe representing the A p p l i c a n t . I have one 

11 witness. 

12 EXAMINER EZEANYIM: Any other appearances? 

13 MS. CHAPPELLE: Germaine Chappelle, 

14 Gallagher & Kenney, representing OXY. Yes, I r e a l l y am 

15 representing OXY s t i l l . 

16 And we don't have a witness today. As we 

17 p r e v i o u s l y discussed, we're going t o continue --we 

18 requested t o continue the case, so we could b r i n g our 

19 expert a t a f u t u r e date. 

20 EXAMINER EZEANYIM: Okay. May the witness 

21 today stand up, s t a t e your name and be sworn, please? 

22 THE WITNESS: Tim Speer. 

23 TIM SPEER, 

24 a f t e r having been f i r s t d u ly sworn under oath, was 

25 questioned and t e s t i f i e d as f o l l o w s : 
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1 DIRECT EXAMINATION 

2 BY MR. BRUCE: 

3 Q. Mr. Speer, where do you reside? 

4 A. Midland, Texas. 

5 Q. Who do you work f o r and i n what capacity? 

6 A. Nearburg Producing. I'm a r e s e r v o i r engineer. 

7 Q. Have you p r e v i o u s l y t e s t i f i e d before the 

8 D i v i s i o n ? 

9 A. Yes, I have. 

10 Q. And were your c r e d e n t i a l s as an expert 

11 r e s e r v o i r engineer accepted as a matter of record? 

12 A. Yes, they were. 

13 Q. And are you f a m i l i a r w i t h the engineering 

14 matters r e l a t e d t o t h i s p a r t i c u l a r a p p l i c a t i o n ? 

15 A. Yes, I am. 

16 MR. BRUCE: Mr. Examiner, again, t h i s 

17 matter was heard two weeks ago, and both OXY and 

18 Nearburg presented testimony and geologic testimony. 

19 The hearing was continued a t OXY's -- at OXY's request, 

20 although I b e l i e v e , Mr. Examiner, you d i d request some 

21 engineering, so we thought we'd b r i n g some i n . 

22 With t h a t , I ' l l get going on the 

23 questioning of Mr. Speer. 

24 Q. (BY MR. BRUCE) Mr. Speer, we probably want t o 

25 discuss several of these i n a row. 
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1 MR. BRUCE: And I've numbered these from 

2 the cessation of the l a s t e x h i b i t s , Mr. Examiner. 

3 Q. {BY MR. BRUCE) S t a r t w i t h E x h i b i t 11, 

4 Mr. Speer, and describe the r e s e r v o i r q u a l i t i e s i n t h i s 

5 area and the type of drainage you see i n the Strawn 

6 r e s e r v o i r f e a t u r e i n t h i s area. 

7 A. Yes. This sheet j u s t provides general 

8 r e s e r v o i r c h a r a c t e r i s t i c s . The depth g e n e r a l l y runs 

9 10,800 t o 11,000 f e e t ; sweet o i l , 43 g r a v i t y ; s o l u t i o n 

10 gas d r i v e , i n i t i a l GOR i s u s u a l l y about 1,000 t o 1; 

11 g e n e r a l l y about 3800 pounds i n i t i a l bottom-hole p o i n t 

12 pressure; g e n e r a l l y p r e t t y good p o r o s i t i e s , running 6 t o 

13 20 percent; and 10 t o 40 m i l l i d a r c i e s . 

14 Q. And Nearburg has d r i l l e d w e l l s i n t h i s area, 

15 r i g h t ? 

16 A. Yes, we have. 

17 Q. And what i s E x h i b i t 12? 

18 A. Okay. 12 i s a c a l c u l a t i o n r e a l l y of drainage 

19 area. This i s a w e l l t h a t ' s about a mile south of our 

20 proposed l o c a t i o n . 

21 Q. I n what section? 

22 A. I n Section 20. 

23 And i t shows c a l c u l a t e d drainage area of 75 

24 acres f o r t h a t w e l l . That w e l l i s lo c a t e d on somewhat 

25 of an i s o l a t e d Strawn buildup. I t shows t h a t i t p r e t t y 
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much drained t h a t e n t i r e b u i ldup. 

2 Q. Now, you have d i f f e r e n t -- you have a drainage 

3 area of approximately 75 acres, correct? 

4 A. Correct. 

5 Q. What i s your note at the bottom of t h i s 

6 e x h i b i t ? 

7 A. The note shows t h a t the estimated a c t u a l a r e a l 

8 extent of the r e s e r v o i r i s 50 acres. 

9 Q. Based on your seismic? 

10 A. Right. The discrepancy -- you know, obviously, 

11 there i s some e r r o r of margin i n your c a l c u l a t i o n of 

12 drainage area, but i t shows the high l i k e l i h o o d t h a t 

13 t h i s w i l l d r a i n the e n t i r e f e a t u r e . 

14 Q. I s E x h i b i t 10 simply the g e o l o g i s t e x h i b i t from 

15 the l a s t hearing showing t h a t f e a t u r e t h a t you're 

16 t a l k i n g about f o r the Kimbrough s t a t e well? 

17 A. Yes, i t i s . 

18 Q. Kimbrough 20 #1 w e l l . Excuse me. 

19 A. Correct. 

20 Q. And i s E x h i b i t 9 the g e o l o g i s t e x h i b i t from the 

21 l a s t hearing? 

22 A. Yes, i t i s . 

23 Q. This one i s also i n the same township t h a t 

24 we're involved i n today; i s i t not? 

25 A. Yes, i t i s . 
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1 Q. Over i n Section 14? 

2 A. Correct. 

3 Q. What comments do you have -- and there i s a 

4 w e l l mark there, the New York #1. Was t h a t Nearburg's 

5 well? 

6 A. Yes, i t was. 

7 Q. And could you comment about d r i l l i n g t h a t w e l l 

8 and the r e s u l t s of these other wells? 

9 A. Okay. The New York #1 was b a s i c a l l y an 80-acre 

10 o f f s e t t o an e x i s t i n g w e l l . The w e l l was a dry hole. 

11 I t encountered very good Strawn alga-mound development, 

12 very good p o r o s i t y . A d r i l l stem t e s t was run and 

13 showed a bottom-hole pressure of 287 pounds, showing 

14 t h a t b a s i c a l l y t h a t w e l l had been completely drained by 

15 the o f f s e t t o the east. 

16 Q. And, a c t u a l l y , i n t h i s f e a t u r e , there were 

17 several q u i t e good w e l l s ; were there not? 

18 A. Yes, there were. And the i n d i c a t i o n i s , there 

19 was p r e t t y good communication between those w e l l s . 

20 Q. Now, you sai d -- what pressure d i d you say you 

21 found i n Nearburg's New York #1? 

22 A. 287 pounds. 

23 Q. What was the i n i t i a l pressure , t o your 

24 knowledge, i n t h i s area? 

25 A. The i n i t i a l pressure would have been i n the 
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1 3800 p s i range. 

2 Q. So i t was completely depleted? 

3 A. Yes. 

4 Q. What i s E x h i b i t 13? 

5 A. E x h i b i t 13 i s b a s i c a l l y a two-well -- oh, 13. 

6 Sorry. I'm g e t t i n g ahead. 

7 13 shows a l o c a t i o n map j u s t t o show where 

8 some of these w e l l s are. I t shows most of the township. 

9 I t shows the w e l l , the New York #1 and 14, which I 

10 mentioned, showing 287 pounds bottom-hole pressure. 

11 Drainage -- the arrow i n d i c a t e s drainage was from the 

12 east. 

13 Another couple w e l l s I'm prepared t o 

14 discuss are i n Section 12, i n the southeast quarter, 

15 where we show communication between the w e l l s . Also i n 

16 Section 12, i n the northeast quarter, i s a w e l l t h a t we 

17 d r i l l e d as a dry hole a l i t t l e over a year ago. I t had 

18 s i g n i f i c a n t drainage, as w e l l as, b a s i c a l l y , m i g r a t i o n , 

19 o i l - w a t e r contact m i g r a t i o n . I t was lower pressure. 

2 0 The drainage there i s t o the northwest, and as you can 

21 see, the w e l l t h a t ' s b a r e l y on the edge of the map i s 

22 the -- from where i t was drained, and t h a t ' s a c t u a l l y 

23 w e l l over an 80-acre distance away. 

24 Q. What about the w e l l s i n Section 11? 

25 A. Section 11 i s another case -- and I don't t h i n k 
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1 I put down s p e c i f i c data, but i t ' s another s p e c i f i c case 

2 of two w e l l s . Those are a l i t t l e c l o s e r together, but 

3 there i s d e f i n i t e communication w i t h those two w e l l s , 

4 w i t h the second w e l l , being d r i l l e d s h o r t l y a f t e r , 

5 already showing s i g n i f i c a n t d e p l e t i o n . 

6 Q. And over i n Section 17, although the w e l l u n i t 

7 i s n ' t marked, the w e l l t h a t Nearburg i s seeking approval 

8 f o r i s the Sapient w e l l , and t h a t ' s the south h a l f -

9 northeast of Section 17? 

10 A. Correct. 

11 Q. And the Kimbrough w e l l you t a l k e d about i s 

12 roughly a mile t o the south, i n the southeast quarter of 

13 Section 20? 

14 A. Correct. 

15 Q. Based on t h i s data, would you recommend t o 

16 Nearburg management t h a t they d r i l l two we l l s i n the 

17 south h a l f - n o r t h e a s t quarter of Section 17? 

18 A. No. 

19 Q. Would t h a t cause -- what i s the cost of the 

20 proposed w e l l , about $3.8 m i l l i o n ? 

21 A. Correct. 

22 Q. I s there any need t o d r i l l two w e l l s and spend 

23 double t h a t amount of money? 

24 A. No, although one w e l l w i l l d r a i n the e n t i r e 

25 f e a t u r e . 
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1 Q. You could d r i l l two w e l l s and not increase 

2 recovery? 

3 A. Right. 

4 Q. Let's go t o E x h i b i t 14. What does t h a t 

5 r e f l e c t ? 

6 A. E x h i b i t 14 i s b a s i c a l l y a two-well cross 

7 s e c t i o n . I t ' s the w e l l s t h a t are c i r c l e d i n red on the 

8 map f o r E x h i b i t 13 i n the southeast q u a r t e r of Section 

9 12. 

10 And here what we're showing i s -- i t shows 

11 the top of the Strawn and then the top of the Strawn 

12 sandstone, which i s a c t u a l l y the base of the productive 

13 u n i t . The p o r o s i t y i n these w e l l s -- i n the case of the 

14 r i g h t number two, the p o r o s i t y was encountered r i g h t 

15 here at the top of the Strawn. I n the case of the r i g h t 

16 number one, the p o r o s i t y was encountered at the very 

17 base of the Strawn, yet the w e l l s were approved t o be i n 

18 communication. So t h i s i s a r e p r e s e n t a t i o n of the 

19 geology showing t h a t as i s the case w i t h most of these, 

20 you have b a s i c a l l y -- and a l o t of these are i s o l a t e d 

21 mounds, which i s what we're c u r r e n t l y t a r g e t i n g . 

22 And w i t h i n these i s o l a t e d mounds, they are 

23 a s i n g l e generic u n i t . You may have f i n g e r i n g going out 

24 from them. So your p o r o s i t y may appear t o be i n 

25 d i f f e r e n t i n t e r v a l s , but i t i s a c t u a l l y connected 
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1 together, as was the case w i t h these two w e l l s . 

2 Q. So l o o k i n g a t t h i s cross s e c t i o n , the r i g h t 

3 number one, you show i t t o be i t was p e r f o r a t e d at 

4 the bottom of the zone? 

5 A. Correct. 

6 Q. And the r i g h t number two was p e r f o r a t e d at the 

7 top of the zone? 

8 A. Correct. 

9 Q. Based upon what you've seen w i t h e i t h e r one of 

10 these w e l l s , w i l l t h a t completely d r a i n t h a t feature? 

11 A. Very l i k e l y , yes. 

12 Q. So i t doesn't matter -- because of the good 

13 p o r o s i t y , et cetera, because of the good communication, 

14 you can complete at the top or at the bottom, and 

15 chances are you're going t o d r i l l the e n t i r e mound - - o r 

16 d r a i n --

17 A. Correct. Your p o r o s i t y i n t h a t wellbore i s --

18 b a s i c a l l y you're halfway i n t o the r e s e r v o i r as a whole. 

19 Q. And next you have E x h i b i t s 6, 7 and 8. Again, 

20 were these presented by Nearburg's g e o l o g i s t at the 

21 p r i o r hearing? 

22 A. Yes. 

23 Q. What do you wish t o discuss on these? 

24 A. B a s i c a l l y , E x h i b i t 6 j u s t shows the l o c a t i o n o f 

25 our proposed u n i t i n Sec t ion 17. 
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1 E x h i b i t 17 -- I mean. E x h i b i t 7 shows an 

2 isopach map of the Strawn i n t h a t area. The maximum 

3 c a l c u l a t e d d r a i n area f o r t h a t f e a t u r e i s about 45 

4 acres. I t shows the fe a t u r e i s p r e t t y much centered 

5 w i t h i n the 80 acres t h a t i t s t r a d d l e s . I f you were t o 

6 d i v i d e i t i n t o 40, i t b a s i c a l l y s t r a d d l e s the 40-acre 

7 u n i t . 

8 And E x h i b i t 8 i s a type l o g of the Strawn 

9 s e c t i o n i n the area. 

10 Q. And, again, l o o k i n g at E x h i b i t 7, from the data 

11 t h a t you reviewed -- f i r s t of a l l , you sa i d t h i s i s 

12 about 40 acres. Did Nearburg planimeter the r e s e r v o i r 

13 t o determine i f the r e s e r v o i r was s u b s t a n t i a l l y more on 

14 one q u a r t e r - q u a r t e r s e c t i o n than the other? 

15 A. Yes. And we found t h a t i t ' s p r e t t y much equal 

16 between the qu a r t e r - q u a r t e r sections. 

17 Q. And based on your E x h i b i t 12, although i t looks 

18 t o be about a 40-acre r e s e r v o i r , there i s a p o s s i b i l i t y 

19 t h a t the r e s e r v o i r might be s l i g h t l y l a r g e r and would 

20 c o n t r i b u t e t o a d d i t i o n a l production? 

21 A. That's p o s s i b l e . 

22 Q. But even then, would you recommend two w e l l s i n 

23 t h i s 80 acres? 

24 A. No. The l i k e l i h o o d -- two reasons. The 

25 l i k e l i h o o d i s , as we've seen, your drainage area can 
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1 e a s i l y reach 80 acres. 

2 Two, these are somewhat s t i l l e x p l o r a t o r y 

3 w e l l s . You don't know w i t h c e r t a i n t y t h a t we're going 

4 t o d r i l l t h i s and f i n d p o r o s i t y , so you g e n e r a l l y want 

5 t o d r i l l the center of the fe a t u r e t o maximize your odds 

6 t h a t you a c t u a l l y w i l l encounter good r e s e r v o i r , t h a t 

7 you w i l l h i t t h a t b u i l d u p . I f you t r y t o edge shoot i t , 

8 you're s i g n i f i c a n t l y i n c r e a s i n g your odds of a dry hole. 

9 Q. D r i l l i n g i n Strawn w e l l s i s s i g n i f i c a n t l y 

10 d i f f e r e n t than the h o r i z o n t a l , Bone Spring and Yeso 

11 w e l l s t h a t people are d r i l l i n g these days? 

12 A. Yes. 

13 Q. I s t h a t correct? 

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

15 Q. And those w e l l s are p r e t t y much guaranteed t o 

16 f i n d the productive i n t e r v a l ? 

17 A. Correct. I n those w e l l s , you are p r e t t y much 

18 guaranteed t o produce some o i l and f i n d a productive 

19 r e s e r v o i r . I n these, there i s s i g n i f i c a n t r i s k of --

20 t h a t y o u ' l l encounter dry holes. 

21 MR. BRUCE: Mr. Examiner, E x h i b i t 15 i s 

22 j u s t from the D i v i s i o n ' s records. And, Mr. Ezeanyim, I 

23 t h i n k you have the only r e a l good copy of t h i s . I ' l l 

24 t r y t o get a b e t t e r copy t o Ms. Chappelle, but what i t 

25 shows i s , b a s i c a l l y , there are fou r other pools, the 
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1 Shipp Strawn and three other -- three of the Humble C i t y 

2 Strawn pools. 

3 EXAMINER EZEANYIM: I s i t E x h i b i t 16? 

4 MR. BRUCE: 15. 

5 EXAMINER EZEANYIM: 15? 

6 MR. BRUCE: 15. 

7 EXAMINER EZEANYIM: Okay. Do you want me 

8 t o give i t t o him or --

9 MR. BRUCE: I'm j u s t s t a t i n g t h a t t h i s i s 

10 from D i v i s i o n records, and i t does show t h a t most of the 

11 adjacent pools are developed on 80-acre spacing at t h i s 

12 p o i n t . Y o u ' l l see the second and t h i r d pages g i v i n g the 

13 pools -- t h e i r pool codes and s e t t i n g f o r t h the spacing 

14 i n three of the Humble C i t y pools and i n the Shipp 

15 Strawn pool, which are the bulk of the pools near the 

16 proposed w e l l . 

17 EXAMINER EZEANYIM: Are there any orders 

18 associated w i t h t h a t 80-acre u n i t ? 

19 MR. BRUCE: I can get you the orders f o r --

20 I can get the order numbers. 

21 EXAMINER EZEANYIM: That would be nice. 

22 MS. CHAPPELLE: Are you making t h a t p a r t of 

23 the record, because i t ' s . a p u b l i c document, or are you 

24 making i t an e x h i b i t ? 

25 MR. BRUCE: Well, I could --
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MS. CHAPPELLE: I'm j u s t c l a r i f y i n g . 

2 MR. BRUCE: I can make i t an e x h i b i t , but 

3 i t i s i n the D i v i s i o n ' s r e g u l a t i o n s , so --

4 MS. CHAPPELLE: So you're j u s t seeking f o r 

5 them t o take, e s s e n t i a l l y , j u d i c i a l notice? 

6 MR. BRUCE: Take n o t i c e . 

7 Q. (BY MR. BRUCE) Mr. Speer, were E x h i b i t s 11, 12, 

8 13 and 14 prepared by you or compiled from company 

9 business records? 

10 A. Yes. 

11 Q. And i n your o p i n i o n , i s the g r a n t i n g of the 

12 a p p l i c a t i o n i n the i n t e r e s t of conservation and the 

13 prevention of waste? 

14 A. Yes. 

15 MR. BRUCE: Mr. Examiner, I ' d move the 

16 admission of E x h i b i t s 11 through 14. 

17 EXAMINER EZEANYIM: Any objection? 

18 MS. CHAPPELLE: No. 

19 EXAMINER EZEANYIM: E x h i b i t s 11 through 14 

20 w i l l be admitted. 

21 (Nearburg E x h i b i t Numbers 11 through 14 

22 were o f f e r e d and admitted i n t o evidence.) 

23 MR. BRUCE: And I pass the witness. 

24 EXAMINER EZEANYIM: Ms. Chappelle? 

25 
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1 CROSS-EXAMINATION 

2 BY MS. CHAPPELLE: 

3 Q. I s t i l l get t o say good morning. Good morning, 

4 Mr. Speer. How are you? 

5 A. Just f i n e . Thank you. 

6 Q. How was your t r a v e l t o Santa Fe? 

7 A. I t was very nice. 

8 Q. Well, you're lucky, because two weeks ago, i t 

9 was extremely hot, and now at l e a s t we've got our r a i n s 

10 i n . So i t ' s a l i t t l e n i c e r . And we don't have f i r e s , 

11 you know, i n the t r i a n g l e around us, so you can a c t u a l l y 

12 breathe. 

13 So what I'm going t o do i s j u s t ask you a 

14 few general questions, and because my expert's not here, 

15 i t ' s k i n d of d i f f i c u l t f o r me t o develop, you know, some 

16 of those questions t o pose t o you. So we're going t o 

17 answer questions we have, e s s e n t i a l l y , through our own 

18 testimony. So I j u s t wanted t o k i n d of make t h a t p o i n t 

19 of c l a r i f i c a t i o n . 

2 0 What I was hoping you could do f o r me, 

21 though, i s j u s t walk me through E x h i b i t 13 and o r i e n t me 

22 t o the w e l l s t h a t you d i d d e t a i l , I b e l i e v e , i n E x h i b i t s 

23 12, 9 and 14. So t h a t ' s the New York --

24 A. Yes. The New York i s a c t u a l l y a d i r e c t i o n a l l y 

25 d r i l l e d w e l l . Y o u ' l l see i t i n the southeast quarter of 

PAUL BACA PROFESSIONAL COURT REPORTERS 
023287c4-a1c7-446e-b6c3-afbfa82277af 



Page 18 

1 Section 20. 

2 Q. Right. And t h a t ' s 

3 A. I'm sor r y . 

4 Q. 14? 

5 A. I'm m i s i d e n t i f y i n g . The Kimbrough i s the one 

6 i n Section 20, which i s the d i r e c t i o n a l l y d r i l l e d w e l l . 

7 The New York i s i n Section 14. I t ' s c i r c l e d i n red. 

8 Q. And j u s t t o c l a r i f y , the Kimbrough i s i n the 

9 southeast quarter? 

10 A. Of Section 20, c o r r e c t . 

11 Q. And then New York's i n 14. And then the other 

12 w e l l t h a t you d i d a d e t a i l on --

13 A. I s i n Section 12. The cross s e c t i o n i s the two 

14 w e l l s c i r c l e d i n the southeast of Section 12. 

15 Q. So t h a t j u s t k i n d of helps me o r i e n t w e l l s 

16 you've d e t a i l e d on the map. Thank you. 

17 Now, i n the previous case -- and you 

18 weren't here, so what was discussed and what was put 

19 i n t o the record was t h a t i n n e g o t i a t i o n s regarding 

20 whether we were going t o be forced pooled or whether we 

21 were going t o come t o an agreement, what was disclosed 

22 by Nearburg was t h a t they were going t o wait t o d r i l l 

23 the Sapient w e l l u n t i l they found out how the f i r s t w e l l 

24 was going t o do. 

25 MS. CHAPPELLE: What's t h a t one c a l l e d , 
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1 Jim? I f o r g o t . 

2 MR. BRUCE: The West Lovington 2 0 #1. 

3 MS. CHAPPELLE: Thank you. 

4 Q. (BY MS. CHAPPELLE) So I j u s t wanted t o know 

5 from your perspective, as Nearburg's expert, why t h a t 

6 i s . 

7 A. I t ' s b a s i c a l l y t o confirm the seismic 

8 i n t e r p r e t a t i o n . These are separate w e l l s as f a r as, you 

9 know, l o c a t i o n . They're not -- they're separate 

10 f e a t u r e s . So i n t h a t sense, they're not dependent on 

11 each other, but we do want t o k i n d of look at our 

12 seismic i n t e r p r e t a t i o n and confirm whether we're c o r r e c t 

13 or i n c o r r e c t . 

14 Q. And does t h a t also t i e i n t o your e a r l i e r 

15 testimony on d i r e c t about the complexities of the Strawn 

16 Formation? 

17 A. Yes. 

18 Q. And w i t h respect t o the f i r s t w e l l , where i s 

19 t h a t on the map depicted i n E x h i b i t 13? 

20 A. I be l i e v e i t ' s the -- l e t ' s see. I'm t r y i n g t o 

21 see i f t h i s i s c o r r e c t . Yeah. I bel i e v e i t ' s the --

22 w e l l , I don't t h i n k t h a t i s . Yeah. I b e l i e v e i t ' s the 

23 northwest of the northwest of Section 20. 

24 MR. BRUCE: That l i t t l e blue hole 

25 ( i n d i c a t i n g ) . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
023287c4-a 1 c7-446e-b6c3-afbfa82277af 



Page 20 

1 MS. CHAPPELLE: Okay. Thank you. 

2 Q. {BY MS. CHAPPELLE) And w i t h respect t o the 

3 Sapient w e l l , i s i t possible f o r there t o be d i f f e r e n t 

4 pay zones i n a d d i t i o n t o the one you've described? 

5 A. I t ' s p o s s i b l e , not l i k e l y . You could encounter 

6 pay i n the Atoka. I t ' s some s l i m chance you could 

7 encounter production i n the Wolfcamp area. 

8 MR. BRUCE: Just t o c l a r i f y . I t h i n k 

9 Ms. Chappelle i s asking about d i f f e r e n t pay zones i n the 

10 Strawn Formation. 

11 A. Wi t h i n the --

12 Q. (BY MS. CHAPPELLE) No. W i t h i n the wellbore 

13 p o t e n t i a l i t s e l f . 

14 MR. BRUCE: Oh, w i t h i n the wellbore zone. 

15 MS. CHAPPELLE: W i t h i n t h a t area. 

16 A. I mean, these would both be what would be 

17 considered b a i l o u t zones. I n the case of Wolfcamp, i t 

18 proved nonproductive -- I mean the Strawn. 

19 Q. (BY MS. CHAPPELLE) Now, w i t h respect t o E x h i b i t 

20 12, you i n d i c a t e d there was a discrepancy w i t h respect 

21 t o the drainage area. I was j u s t hoping you could 

22 e x p l a i n t h a t t o me i n a l i t t l e more d e t a i l , please. 

23 A. Okay. You know, when you c a l c u l a t e a drainage 

24 area -- and i n t h i s case, we have one w e l l data p o i n t 

25 supplemented by some other, you know, seismic, but 

PAUL BACA PROFESSIONAL COURT REPORTERS 
023287c4-a 1 c7-446e-b6c3-afbfa82277af 



Page 21 

1 you're using average p o r o s i t i e s , average thickness. So 

2 t h a t obviously can vary. 

3 I n t h i s case, what we show i s , the 

4 c a l c u l a t e d drainage area i s l a r g e r than the drainage 

5 area t h a t we know t o be a v a i l a b l e t o t h a t w e l l . The 

6 r e s u l t being or the conclusion being i s t h a t the very 

7 high l i k e l i h o o d i s t h a t w e l l drains the e n t i r e f e a t u r e . 

8 Q. However, there i s q u i t e a b i t of i n t e r p r e t a t i o n 

9 i n coming t o t h a t conclusion; i s t h a t correct? 

10 A. The high p r o b a b i l i t y , given you know, i f I 

11 c a l c u l a t e d a 40-acre f o r the f e a t u r e and I ca l c u l a t e d a 

12 40-acre drainage area, you could say there i s some 

13 u n c e r t a i n t y since I c a l c u l a t e the drainage area t h a t i s 

14 s i g n i f i c a n t l y l a r g e r than the f e a t u r e i s known t o be. 

15 Then the very high l i k e l i h o o d i s t h a t w e l l has drained 

16 the e n t i r e f e a t u r e . 

17 MS. CHAPPELLE: And so at t h i s p o i n t , given 

18 t h a t I don't have my expert here t o help -- t o a c t u a l l y 

19 put on r i g h t a f t e r Mr. Speer, I w i l l close my questions 

20 f o r now. I mean, not f o r now, because you've already 

21 r u l e d t h a t my cross has t o be done today. So what I 

22 w i l l do, though, i s address any concerns or d i f f e r e n c e s 

23 of opi n i o n t h a t we have w i t h our expert. 

24 EXAMINER EZEANYIM: Are you done now? 

25 MS. CHAPPELLE: Yes, s i r . 
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1 EXAMINER EZEANYIM: Do you have any 

2 questions? 

3 EXAMINER BROOKS: No questions. 

4 EXAMINER GOETZE: No questions. 

5 CROSS-EXAMINATION 

6 BY EXAMINER EZEANYIM: 

7 Q. Maybe w e ' l l s t a r t w i t h -- Mr. Speer, E x h i b i t 

8 Number 10, the Strawn area w e l l s w i t h documented 

9 acreage, are those the -- I can't read the number of 

10 drainage area f o r these w e l l s . This i s E x h i b i t Number 

11 10? 

12 A. Yes. 

13 Q. Okay. Now, you sai d the w e l l s were documented 

14 acreage. So I'm t r y i n g t o see f o r these w e l l s l i s t e d . 

15 Do they have the acreage t h a t they d r a i n included w i t h 

16 the wells? 

17 A. No. But what t h i s shows i s , f o r instance, the 

18 New York w e l l i n Section 14 i s o f f s e t only t o the east 

19 by production. That was the w e l l t h a t the d r i l l stem 

20 t e s t showed t o be completely drained. And so we know 

21 t h a t those w e l l s t h a t are over t o the east are spaced 

22 on, e s s e n t i a l l y , 80-acre spacings, so we know t h a t there 

23 they drained i n excess of 80 acres. 

24 Q. Oh, okay. What you are saying i s t h a t the 

25 drainage i s maybe from where we po i n t e d out -- I'm going 
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1 t o look at some of these orders t h a t e s t a b l i s h 80 acres, 

2 and we assume --

3 A. Right. 

4 Q. -- t h a t the w e l l s are draining? 

5 A. Okay. What I'm saying i s , I'm not documenting 

6 the drainage area here. 

7 Q. Oh, I thought t h a t ' s what you said. 

8 A. Okay. Maybe I m i s t i t l e d i t . What I'm 

9 documenting i s w e l l s where there was p r e e x i s t i n g 

10 drainage and/or s i g n i f i c a n t communication between w e l l s , 

11 where we're showing w e l l s are cr o s s - d r a i n i n g each other. 

12 And i n the case of the r i g h t s , they were c r o s s - d r a i n i n g 

13 each other. I n the case of the w e l l s i n Section 11, 

14 they were c r o s s - d r a i n i n g each other. I n the case of the 

15 New York w e l l , i n Section 14, i t was drained by the 

16 w e l l s t o the east. So t h a t ' s what I'm i n f e r r i n g by the 

17 documented drainage. 

18 Q. Okay. When you sai d t h a t , I was t r y i n g t o f i n d 

19 i t . 

2 0 A. Okay. 

21 Q. E x h i b i t Number 12. Do you know the i n i t i a l 

22 i n f o r m a t i o n -- I know, w i t h t h i s i n f o r m a t i o n , you can 

23 c a l c u l a t e i t . I wanted t o put the c a l c u l a t e d area -- I 

24 mean, the drainage area and use t h a t . Do you have an 

25 idea what the i n i t i a l i n f o r m a t i o n i s , so I can t h a t ' s 
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1 the only t h i n g I don't have here t o c a l c u l a t e your 75. 

2 Your 75 i s c a l c u l a t e d , r i g h t ? 

3 A. Yes. And the --

4 Q. I need -- I need the DOI. I f I get DOI, I 

5 t h i n k we can b e t t e r and then come out w i t h your area, 

6 and then we compile w i t h your seismic area. 

7 A. Right. The GOR shown here i s 1,000 t o 1. The 

8 gas g r a v i t y i s shown. The r e s e r v o i r temperature i s 

9 shown. 

10 Q. Now I have t o go and c a l c u l a t e t h a t parameter 

11 [ s i c ] using your i n f o r m a t i o n , but, I mean, I don't have 

12 time t o do t h a t . But i f I have DOI -- DOI i s something 

13 t h a t you know. 

14 A. Oh, yes. 

15 Q. DOI i s something I need t o know before - - o f 

16 course, the 492,000 [ s i c ] i s not i s j u s t the current 

17 production, not the o i l t h a t ' s produced here, r i g h t ? 

18 That i s the c u r r e n t cumulative production, r i g h t ? 

19 A. Yeah. The --

20 Q. I t ' s not cumulative -- i t ' s not the -- i t ' s not 

21 the estimated u l t i m a t e recovery? 

22 A. This w e l l has been abandoned. 

23 Q. Oh, i t i s? So t h i s formula i s the estimated 

24 u l t i m a t e recovery? 

25 A. Yes. 
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Oh, okay. So i n t h a t case, we can't r e a l l y 

2 know e x a c t l y how many acres t h i s w e l l has drained? 

3 A. Correct. 

4 Q- And you c a l c u l a t e d 75? 

5 A. Correct. 

6 Q. Do you know the DOI? You know what I mean by 

7 DOI? 

8 A. Right. Right. Not r i g h t offhand. 

9 Q. So t h a t i s the unknown here, unless I want t o 

10 do i t -- I wanted j u s t t o p o i n t you t o your 75. 

11 A. Right. 

12 Q- I can ask you when I get the o f f s e t , but I 

13 don't have the i n f o r m a t i o n . 

14 Okay. So, now, you c a l c u l a t e -- but when 

15 you put the DOI, you c a l c u l a t e d the 75, r i g h t ? 

16 A. Right. 

17 Q. Okay. Now, when you say productive area [ s i c ] 

18 based on seismic i s 50 acres, what i s that? Your 

19 seismic survey of the w e l l -- you t h i n k t h a t w e l l i s 

20 under the seismic survey w i t h 50 acres? What are you 

21 saying? 

22 A. We have 3D seismic of the area. I t ' s showing 

23 t h a t t h a t a c t u a l l y , I b e l i e v e i t ' s about 45 acres. 

24 We a c t u a l l y have i t somewhat supplemented by w e l l 

25 c o n t r o l . This was a d i r e c t i o n a l w e l l . The o r i g i n a l 
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1 v e r t i c a l w e l l was a dry hole, and subsequent t o the 

2 a c q u i s i t i o n of the seismic, i t was sidetracked over t o 

3 where the seismic showed t h a t the r e s e r v o i r e x i s t e d . 

4 But the surface l o c a t i o n where i t was o r i g i n a l l y -- the 

5 w e l l was o r i g i n a l l y d r i l l e d as a v e r t i c a l w e l l also 

6 helps t o define the r e s e r v o i r l i m i t s i n t h a t d i r e c t i o n . 

7 Q. So the seismic, and you c a l c u l a t e d more than 

8 40. And we d i d n ' t do t h i s f o r 80. We're d r a i n i n g 

9 somebody, r i g h t ? 

10 A. Correct. 

11 Q. Now, l e t ' s go back t o t h a t p l a t on Section 17. 

12 You wanted the -- t h i s i s the south h a l f of the 

13 northeast quarter t h a t you wanted -- i s t h a t what you 

14 wanted t o get f o r t h i s well? 

15 A. Correct. 

16 Q. Would you advise which company i s t h i s --

17 Nearburg t o d r i l l a w e l l i n the south h a l f of the 

18 northwest quarter on 17? 

19 A. No. 

20 Q. Why? 

21 A. Our seismic shows you would not encounter 

22 r e s e r v o i r there. 

23 Q. But you w i l l encounter i t i n the south h a l f , 

24 r i g h t ? 

25 A. Yes. Yes. We show t h a t the r e s e r v o i r and I 
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1 b e l i e v e E x h i b i t 7 i s the isopach, which i s k i n d of a 

2 blowup showing j u s t the northeast quarter of Section 17, 

3 again. And as you can see, we show t h a t t h a t f e a t u r e 

4 occupies only the south h a l f of the northeast quarter. 

5 Q. So i n 17, south h a l f of the northwest, you 

6 wouldn't advise anybody t o d r i l l the 80 acres, r i g h t ? 

7 A. Correct. 

8 Q. Okay. I see what -- you want j u s t you want 

9 t o get a l l your assets t o dedicate the 80-acre t o t h i s 

10 well? 

11 A. Correct. 

12 Q. Despite [ s i c ] your well? 

13 A. Correct. 

14 Q. Makes sense now w i t h the i n f o r m a t i o n I have 

15 here, and I l i k e the answer you gave me, t h a t you 

16 wouldn't advise Nearburg t o d r i l l t h a t w e l l i n the south 

17 h a l f of the northwest quarter j u s t f o r t h i s p a r t i c u l a r 

18 w e l l . And based on your c a l c u l a t i o n s , which I'm going 

19 t o take, t h a t t h a t ' s a new w e l l you wanted and through 

20 your isopach map and t h a t ' s where you're only going t o 

21 d r i l l t h a t w e l l . I t makes^perfect sense. 

22 A. Yes. 

23 Q. But I need t o get t h a t DOI. You know, you can 

24 c a l c u l a t e i t , but I t h i n k i t ' s -- you don't have t h a t 

25 number? 
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1 A. Not o f f the top of my head. I t ' s c a l c u l a t e d 

2 w i t h i n the spreadsheet t h a t I use. 

3 Q. I don't r e a l l y need i t . I t ' s okay. I t r u s t 

4 t h a t -- c a l c u l a t e d the well? 

5 A. Yes. 

6 Q. You came t o 75 acres, r i g h t ? 

7 A. Yes. 

8 Q. I'm assuming t h a t a l l your assumptions i n the 

9 planimeters [ s i c ] are c o r r e c t , you know, because most of 

10 them made the assumptions. Your net pay -- net pay i s 

11 54 f e e t . 

12 A. Yes. 

13 Q. That's good. Because i f I said net pay -- l e t 

14 me see how. The net pay i s less p r o p o r t i o n a t e t o the 

15 acreage. I f t h a t net pay i s about, you know, 20 [ s i c ] , 

16 I would get a l o t of acreage i n there. But now you have 

17 54, and t h a t w i l l work w i t h me. And you are seeking 75. 

18 A. Right. 

19 Q. Based on your -- your p o r o s i t y i s good, and 

20 your p e r m e a b i l i t y [ s i c ] i s good, and your water 

21 s a t u r a t i o n i s nice. 

22 How do you determine the u l t i m a t e recovery? 

23 I s t h a t by de c l i n e cost? 

24 A. Yes. Most of t h a t was a c t u a l l y recovered. 

25 That w e l l was l o s t due t o a casing leak, but i t had 
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2 ca l c u l a t e d EUR i f the w e l l hadn't been l o s t , but i t has 

3 s i g n i f i c a n t p r o d u c t i o n h i s t o r y . 

4 Q. Okay. And the l o c a t i o n i s d i d we t a l k about 

5 unorthodox l o c a t i o n ? 

6 MR. BRUCE: Yeah, we t a l k e d about t h a t the 

7 l a s t go-around. We d i d request an unorthodox l o c a t i o n . 

8 And Mr. Speer can probably answer i t , but the 

9 ge o l o g i s t t e s t i f i e d t h a t i t ' s simply t o t r y and h i t the 

10 top of t h a t f e a t u r e -- the thickness p a r t of the 

11 f e a t u r e . Excuse me. 

12 Q. (BY EXAMINER EZEANYIM) But you have the API 

13 number? 

14 MR. BRUCE: I w i l l check f o r t h a t , 

15 Mr. Examiner. 

16 EXAMINER EZEANYIM: Okay. What i s the pool 

17 name? Pool name i s what? 

18 MR. BRUCE: I t ' s the South Midway Strawn 

19 pool. 

20 EXAMINER EZEANYIM: We're doing some 

21 compulsory p o o l i n g , r i g h t ? 

22 MR. BRUCE: Yes. 

23 EXAMINER EZEANYIM: We're doing some 

24 compulsory p o o l i n g , r i g h t ? 

25 MR. BRUCE: Correct, Mr. Examiner. 
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1 EXAMINER EZEANYIM: Did you t a l k about 

2 overhead rates? 

3 MR. BRUCE: At the l a s t hearing. I t ' s on 

4 the record. 

5 EXAMINER EZEANYIM: Did we do that? 

6 MR. BRUCE: Yes. 

7 EXAMINER EZEANYIM: Was t h a t i n 1995 [ s i c ] ? 

8 MR. BRUCE: 19 

9 EXAMINER EZEANYIM: This i s 1992 [ s i c ] . 

10 MR. BRUCE: This case was also heard two 

11 weeks ago. 

12 MS. CHAPPELLE: Yes, r i g h t a f t e r --

13 EXAMINER EZEANYIM: Do you remember.that? 

14 {Discussion o f f the record.) 

15 MR. BRUCE: The overhead r a t e s were 7,000 

16 and 700. 

17 EXAMINER EZEANYIM: I'm so r r y . I t wasn't 

18 my docket, so I don't remember. 

19 EXAMINER BROOKS: Well, i t wasn't my 

20 docket. I got i t from Richard ( l a u g h t e r ) . I t ' s great 

21 t h a t we have t r a n s c r i p t s . 

22 EXAMINER EZEANYIM: Yeah. 

23 Okay. Do you have anything f u r t h e r ? 

24 MS. CHAPPELLE: We'll address our questions 

25 through our witness when we resume. 
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1 EXAMINER EZEANYIM: Okay. Before we do 

2 anything, I need t o know the consensus. When do you 

3 want t o continue the case so your witness i s here? 

4 MS. CHAPPELLE: So I bel i e v e you i n d i c a t e d 

5 your witness i s n ' t a v a i l a b l e i n two weeks. 

6 MR. BRUCE: I'm not presenting anything 

7 else. 

8 MS. CHAPPELLE: And I r e c a l l Mr. Brooks 

9 saying t h a t he was gone i n two weeks. 

10 EXAMINER BROOKS: I w i l l be gone i n two 

11 weeks. 

12 MS. CHAPPELLE: And so my preference would 

13 be -- t o have some consistency w i t h respect t o the f o l k s 

14 at the t a b l e , my preference would be t o reconvene when 

15 you're back. 

16 EXAMINER BROOKS: Well, I w i l l be back i n 

17 f o u r weeks. 

18 MR. BRUCE: Mr. Examiner, I've st a t e d t h i s 

19 before. Of course, Nearburg p r e f e r s t h a t the case be 

20 taken under advisement, but since OXY was gracious 

21 enough t o allow Mr. Speer t o t e s t i f y --

22 EXAMINER BROOKS: Well, I would say t h a t 

23 given the way th i n g s are here -- of course, we're 

24 s e r i o u s l y backlogged, as I mentioned. I'm not sure --

25 since I presided over the f i r s t hearing, i t probably 
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1 remains my case. I was going t o say, I'm probably not 

2 as backlogged as Richard i s , but t h a t ' s as of today, and 

3 a f t e r two weeks' v a c a t i o n , I t h i n k the reverse may be 

4 t r u e ( l a u g h t e r ) . 

5 EXAMINER EZEANYIM: That's t r u e . 

6 EXAMINER BROOKS: So I can't make any 

7 p r e d i c t i o n s which one of us w i l l be able t o dispose of 

8 i t . And since -- you know, he's the t e c h n i c a l examiner 

9 and I'm the l e g a l examiner. We have t o work together on 

10 these t h i n g s anyway. Whatever y o u - a l l want t o do. 

11 (Discussion o f f the record.) 

12 EXAMINER EZEANYIM: I s t h a t agreeable w i t h 

13 you, August 8th? 

14 MR. BRUCE: Yes. 

15 EXAMINER BROOKS: Okay. 

16 MR. BRUCE: Mr. Examiner, I d i d have one 

17 follow-up question, only one follow-up f o r Mr. Speer. 

18 EXAMINER EZEANYIM: Okay. 

19 REDIRECT EXAMINATION 

2 0 BY MR. BRUCE: 

21 Q. I n s e l e c t i n g l o c a t i o n s f o r Strawn w e l l s i n Lea 

22 County, i s i t q u i t e common t o use seismic t o 

23 determine 
24 A. Yes, i t i s . 

25 Q. P r e t t y much every w e l l i s an i n d i v i d u a l 
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1 e x p e r i m e n t , i s n 1 t i t ? 

2 A. Yes, t h e y a r e . And as you can see, some o f 

3 these f e a t u r e s a r e f a i r l y s m a l l , so t h e y ' r e h a r d t o ID 

4 from t h e s u b s u r f a c e . 

5 Q. Thank you. That's a l l I have. 

6 EXAMINER EZEANYIM: Thank you v e r y much. 

7 N o t h i n g f u r t h e r ? 

8 MS. CHAPPELLE: No, s i r . Thank you f o r 

9 accommodating me to d a y . I r e a l l y a p p r e c i a t e i t . 

10 EXAMINER EZEANYIM: Okay. Thank you. 

11 So a t t h i s p o i n t -- l e t ' s see what happened 

12 w i t h t h i s case. Case Number 14996 w i l l be c o n t i n u e d t o 

13 August 8 t h , 2013. And t h i s concludes t h e h e a r i n g today. 

14 (The p r o c e e d i n g s conclude, 12:04 p.m.) 
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