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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

APPLICATION OF CHI ENERGY, INC., 
FOR COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO 

CASE NO. 1 1 , 8 5 7 

ORIGINAL 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner • 

October 9th, 1997 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, October 9th, 1997, a t the 

New Mexico Energy, Minerals and Natural Resources 

Department, Porter H a l l , 2 04 0 South Pacheco, Santa Fe, New 

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

f o r the State of New Mexico. 

* * * 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:20 a.m.: 

EXAMINER CATANACH: At t h i s time we w i l l c a l l 

Case Number 11,857. 

MR. CARROLL: A p p l i c a t i o n of Chi Energy, I n c . , 

f o r compulsory po o l i n g , Eddy County, New Mexico. 

EXAMINER CATANACH: C a l l f o r appearances i n t h i s 

case. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

repr e s e n t i n g the Applicant. I have two witnesses t o be 

sworn. 

EXAMINER CATANACH: C a l l f o r a d d i t i o n a l 

appearances. 

W i l l the two witnesses please stand t o be sworn 

in? 

(Thereupon, the witnesses were sworn.) 

WILLIAM BERGMAN, 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name f o r the record? 

A. W i l l i a m Bergman. 

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

A. I work w i t h Chi Energy, I n c . , i n Midland, Texas, 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

5 

as a landman. 

Q. Have you pr e v i o u s l y t e s t i f i e d before the D i v i s i o n 

as a landman? 

A. Yes, I have. 

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

landman accepted as a matter of record? 

A. Yes, s i r . 

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

applying t o t h i s p a r t i c u l a r case? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I would tender Mr. 

Bergman as an expert petroleum landman. 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. Bruce) B r i e f l y , Mr. Bergman, what does 

Chi Energy seek i n t h i s case? 

A. We seek t o pool the south h a l f of 4, 17-27, t o 

d r i l l a Morrow t e s t . 

Q. And you are seeking t o pool not only 3 20 acres, 

but any w e l l s spaced on 160 and also on 40 acres? 

A. Yes, s i r . 

Q. What i s E x h i b i t 1? 

A. E x h i b i t 1 i s a land map showing the south h a l f of 

4 we de s i r e t o pool, along w i t h the l o c a t i o n of the w e l l . 

Q. And what i s the leasehold ownership of the south 

h a l f of Section 4? 

STEVEN T. BRENNER, CCR 
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A. As shown on the f o l l o w i n g page, i t i s 50 percent 

Chi Energy through trade w i t h Conoco and Fina, Yates 

Petroleum, Enron, B u r l i n g t o n and Santa Fe. 

Q. Who are the p a r t i e s t h a t you seek t o pool i n t h i s 

case? 

A. Enron and B u r l i n g t o n , and also Santa Fe, under 

mutual agreement t h a t w e ' l l make a trade l a t e r . 

Q. Okay. You're also seeking a t t h i s p o i n t t o 

pool — 

A. And Yates. 

Q. — Yates — 

A. Yes, s i r . 

Q. — are you not? 

A. Yates. 

Q. But you have a p r e l i m i n a r y agreement w i t h — 

A. We have a p r e l i m i n a r y agreement w i t h Yates. 

Q. And i f you reach f i n a l agreement, y o u ' l l n o t i f y 

the D i v i s i o n ? 

A. Yes. 

Q. Let's discuss your e f f o r t s t o o b t a i n the 

v o l u n t a r y j o i n d e r of the i n t e r e s t owners i n the w e l l . What 

i s E x h i b i t 3? 

A. I t ' s a w e l l proposal t o Enron, B u r l i n g t o n , Yates. 

Q. Now, f i r s t o f f , t h i s l e t t e r was sent out August 

22. What i s the reason f o r the rush i n g e t t i n g t h i s case 

STEVEN T. BRENNER, CCR 
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going? 

A. Santa Fe had e x p i r i n g leases i n the 32 0, two 4 0s, 

which would be the southwest southeast and the northwest 

southwest. 

Q. What was the e x p i r a t i o n date? 

A. The e x p i r a t i o n date i s October 1. 

Q. Have you commenced w e l l operations? 

A. Under approval of the BLM we set conductor, and 

upon r i g a v a i l a b i l i t y w e ' l l move i n and commence d r i l l i n g . 

Q. Other than these l e t t e r s , d i d you have fol l o w - u p 

telephone c a l l s w i t h any of these p a r t i e s ? 

A. Yes, w i t h a l l p a r t i e s . 

Q. Okay. And you hope t o get them t o j o i n ? 

A. Yes. 

Q. I n your opinion, has Chi Energy made 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 j o i n d e r of a l l i n t e r e s t 

owners? 

A. Yes, s i r . 

Q. Would you i d e n t i f y E x h i b i t 4 and discuss the cost 

of the proposed well? 

A. To-casing-point costs or dryhole costs would be 

$388,150. And completed would be a t o t a l cost of $637,150. 

Q. Are these costs i n l i n e w i t h the costs of other 

w e l l s d r i l l e d t o t h i s depth — 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. — i n t h i s area of the county? 

A. Yes, they are. 

Q. Does Chi Energy request t h a t i t be designated 

operator of the well? 

A. Yes, we do. 

Q. And what are your recommendations f o r the amounts 

which should be paid f o r supervision and a d m i n i s t r a t i v e 

expenses? 

A. Excuse me, I don't have the numbers here. 

Q. Are they $5000 a month — 

A. Yes. 

Q. — f o r d r i l l i n g and $500 — 

A. $5000 and $500, which are i n l i n e w i t h i n d u s t r y 

standards. 

Q. F i n a l l y , Mr. Bergman, were a l l i n t e r e s t owners 

n o t i f i e d of t h i s hearing? 

A. Yes, they were. 

Q. And i s E x h i b i t 5 my a f f i d a v i t of n o t i c e w i t h the 

n o t i c e l e t t e r attached? I s E x h i b i t 5 my a f f i d a v i t — 

A. Yes, i t i s . 

Q. — of notice? 

I n your opinion, i s the g r a n t i n g of Chi's 

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

pre v e n t i o n of waste? 

A. Yes, i t i s . 

STEVEN T. BRENNER, CCR 
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MR. BRUCE: Mr. Examiner, I would move the 

admission of Chi's E x h i b i t s 1 through 5. 

EXAMINER CATANACH: E x h i b i t s 1 through 5 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Bergman, where does Chi d e r i v e i t s i n t e r e s t 

i n t h i s south h a l f ? 

A. We own the i n t e r e s t of Conoco and Fina both i n 

the south h a l f of Section 4. 

Q. I s t h a t by farmout or — 

A. Through t r a d e , term assignment and farmout. 

Q. So what percentage of the spacing u n i t does t h a t 

g i v e you? I s t h a t — 

A. F i f t y percent. 

Q. Of a south-half — 

A. Yes, s i r . 

Q. — spacing u n i t ? Okay. 

And you've not yet reached agreement w i t h any of 

the other p a r t i e s ? 

A. No, we have not, except f o r Yates, we have a 

proposal on the t a b l e which we've mutually agreed t h a t we 

w i l l agree a f t e r a compulsory p o o l i n g , along w i t h Santa Fe, 

i s i n the same boat. 

Q. And what about B u r l i n g t o n and Enron? Were you — 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. B u r l i n g t o n and Enron's response was b a s i c a l l y 

t h a t i t ' s a very small i n t e r e s t , and they r e a l l y don't have 

the time t o deal w i t h i t . 

Q. I don't show a proposal l e t t e r t o Santa Fe. I s 

t h a t not — Did you not have one? 

MR. BRUCE: We have one, Mr. Examiner. I t h i n k 

we omitted t o att a c h i t . We'll provide t h a t a f t e r the 

hearing. 

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

of t h i s witness. 

MR. BRUCE: C a l l Mr. Quails t o the stand. 

JOHN OUALLS, 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. W i l l you please s t a t e your name and c i t y of 

residence? 

A. John Quails, Midland, Texas. 

Q. And who do you work f o r and i n what capacity? 

A. Chi Energy, g e o l o g i s t . 

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

Di v i s i o n ? 

A. Yes, s i r . 

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

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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g e o l o g i s t accepted as a matter of record? 

A. Yes, s i r . 

Q. And are you f a m i l i a r w i t h the geologic matters 

p e r t a i n i n g t o t h i s A p p lication? 

A. Yes, s i r . 

Q. Mr. Quails, could you i d e n t i f y E x h i b i t 6 f o r the 

Examiner and t e l l him what t h a t e x h i b i t contains. 

A. E x h i b i t 6 i s a s t r u c t u r e map, scale of 1 t o 2000. 

Our acres i s i n yellow. The south h a l f of Section 4 i s 

where we want t o d r i l l the w e l l . 

Q. Does t h a t e x h i b i t also contain p r o d u c t i o n data 

from w e l l s i n the area? 

A. Yes, s i r . I f y o u ' l l look down t o Section 17 

y o u ' l l see there's a Morrow w e l l t h a t ' s d r i l l e d t h e r e ; t h a t 

produced a t e n t h of a BCF. 

I n Section 2 0 r i g h t below i t i s a Morrow producer 

t h a t ' s made 5.5 BCF. 

Q. And does t h a t map also i d e n t i f y a w e l l from which 

you w i l l show a type log? 

A. Yes, s i r , the type l o g i s i n Section 20, which i s 

E x h i b i t 7. 

Q. Would you discuss E x h i b i t 7, please? 

A. Pardon me? 

Q. Would you please discuss E x h i b i t 7 and discuss 

the main pay zone i n the Morrow? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. Okay, E x h i b i t 7 i s a type l o g of the w e l l i n 

Section 20. Y o u ' l l see the Atoka/Morrow a t the t o p . The 

map i s drawn on the lower Morrow, which i s the Morrow 

e l a s t i c s . The producing zone i s the "B" sand. We have two 

zones t h a t we want t o produce i n t h e r e . 

Q. And what i s E x h i b i t 8? 

A. E x h i b i t 8 i s an isopach. I t shows the sand, 

thickness of the sand, on a north-south t r e n d . Scale i s 

also 1 t o 2000. Our acres i s i n yellow. The Morrow 

producers are marked i n red. 

Q. What thickness of sand do you p r e f e r t o have i n a 

w e l l l i k e t h i s ? 

A. You need around 15 f e e t f o r a decent w e l l . 

Q. I n o t i c e t h a t e x h i b i t also contains some w e l l s 

marked yellow. What are those wells? 

A. Those are two l o c a t i o n s t h a t OXY i s going t o 

d r i l l . 

Q. To the Morrow? 

A. Yes, s i r , Section 15, Section 21. 

Q. I n o t i c e from t h i s e x h i b i t you're about a t h r e e -

m i l e stepout from p a r t i a l production; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. Based on t h a t , do you recommend the maximum 

pena l t y , cost plus 200 percent, f o r p a r t i e s who do not 

v o l u n t a r i l y j o i n i n the well? 

STEVEN T. BRENNER, CCR 
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A. Yes, sir. 

Q. Mr. Quails, i n your opinion i s the g r a n t i n g of 

Chi's A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

prevent i o n of waste? 

A. Yes, s i r . 

Q. And I no t i c e E x h i b i t s 6 through 8 were prepared 

by C u r t i s Anderson. Have you reviewed the data t h a t goes 

i n t o those e x h i b i t s and do you agree w i t h t h e i r 

i n t e r p r e t a t i o n ? 

A. Yes, I do. 

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

of Chi's E x h i b i t s 6, 7 and 8. 

EXAMINER CATANACH: E x h i b i t s 6, 7 and 8 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Anderson i s an employee of Chi as well? 

A. Yes, s i r , he's a g e o l o g i s t there. 

Q. The main t a r g e t i s the "B" sand i n the Morrow? 

A. Yes, s i r , around 9000 f e e t , 9100. 

Q. That's the one t h a t ' s producing i n t h a t w e l l i n 

Section 2 0? 

A. Yes, s i r . 

Q. I s t h a t being produced i n t h a t w e l l i n Section 

17, or j u s t — 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r , t h a t ' s the same zone i n Section 17. 

I t ' s made a t e n t h of a BCF. 

Q. Do you j u s t a t t r i b u t e t h a t t o the d i f f e r e n c e i n 

the pay thickness between — 

A. I t h i n k i t ' s t i g h t , the one i n 17 i s t i g h t . 

Q. I s t h a t the c l o s e s t Morrow production t o your 

well? 

A. I t ' s the c l o s e s t — Yes, s i r , I b e l i e v e so. We 

d r i l l e d a w e l l up i n Section 32, up t o the northwest of 

where our l o c a t i o n i s . We couldn't f i n d any p r o d u c t i o n 

completed i n t h i s w e l l . The Morrow zone never produced, as 

f a r as we know. I t was a ten-year-old w e l l d r i l l e d by TXO. 

Q. Was i t tested? 

A. I don't believe so. 

Q. What type of uphole p o t e n t i a l do you have i n t h i s 

proposed well? 

A. There's p o s s i b l y some Delaware up i n t h e r e , 

Grayburg, San Andres, maybe some Yates. 

Q. You've used j u s t w e l l data t o map t h i s r e s e r v o i r 

here? 

A. Yes, s i r . I t ' s mapped — You see t h a t shaded 

brown r i g h t below the "A" zone there? That's what i t ' s 

mapped on, i s t h a t marker. Structure map. The isopach i s 

done on a net clean gamma ray. 

Q. What's the c l o s e s t Morrow p e n e t r a t i o n t o t h i s 

STEVEN T. BRENNER, CCR 
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we l l ? 

A. The one i n 17, I be l i e v e . 

Q. Okay, none of the w e l l s i n Section 8, 9 or 10 

were d r i l l e d down t o the Morrow? 

A. I bel i e v e they took a couple of them down through 

the — i n t o the Cisco/Canyon, which i s what they were 

d r i l l i n g f o r . I don't believe they got t o the Morrow. 

Q. Do you guys have any upper Penn p o t e n t i a l i n t h i s 

w e l l? 

A. I don't t h i n k we do. I t doesn't look l i k e i t . 

We're b a s i c a l l y going f o r t h a t "B" sand i n the lower Morrow 

t h e r e . 

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

of t h i s witness, Mr. Bruce. He may be excused. 

MR. BRUCE: I have nothing f u r t h e r i n t h i s case, 

Mr. Examiner. 

EXAMINER CATANACH: A l l r i g h t . There being 

nothing f u r t h e r i n t h i s case, Case 11,857 w i l l be taken 

under advisement. 

(Thereupon, these proceedings were concluded a t 

8 : 3 5 a . m . ) 

' her£b>' certify thai the foregoing is 
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