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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 NEARBURG EXPLORATION 
COMPANY, L.L.C., FOR COMPULSORY POOLING, 
EDDY COUNTY, NEW MEXICO 

CASE NO. 1 2 , 4 65 

ORIGINAL 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MARK ASHLEY, Hearing Examiner 

August 10th, 2000 

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 , MARK ASHLEY, Hearing 

Examiner on Thursday, August 10th, 2000, a t the New Mexico 

Energy, Minerals and Natural Resources Department, Porter 

H a l l , 2040 South Pacheco, Santa Fe, New Mexico, Steven T. 

Brenner, C e r t i f i e d Court Reporter No. 7 f o r the State of 

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

8:15 a.m.: 

EXAMINER ASHLEY: This hearing w i l l now come t o 

order f o r Docket Number 22-00. Please note today's date, 

August 10th, 2000. I'm Mark Ashley, appointed Hearing 

Examiner f o r today's cases. 

Before we c a l l the f i r s t case, I ' d l i k e t o review 

the docket f o r continuances and dismissals. 

(Off the record) 

EXAMINER ASHLEY: The D i v i s i o n c a l l s Case 12,465, 

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, L.L.C., f o r 

compulsory p o o l i n g , Eddy County, New Mexico. 

C a l l f o r appearances. 

MR. HALL: Mr. Examiner, Scott H a l l , M i l l e r 

S t r a t v e r t Torgerson law f i r m i n Santa Fe on behalf of the 

Ap p l i c a n t , Nearburg E x p l o r a t i o n Company, w i t h two witnesses 

t h i s morning. 

EXAMINER ASHLEY: A d d i t i o n a l appearances? 

W i l l the witnesses please r i s e t o be sworn in? 

(Thereupon, the witnesses were sworn.) 

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

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

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

DIRECT EXAMINATION 

BY MR. HALL: 

Q. For the record, would you please s t a t e your name, 

s i r ? 

A. Mark Wheeler. 

Q. And where do you l i v e and by whom are you 

employed? 

A. Midland, Texas; Nearburg E x p l o r a t i o n Company. 

Q. And what do you do f o r Nearburg? 

A. I'm senior landman. 

Q. You've p r 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 

and had 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 you're f a m i l i a r w i t h the A p p l i c a t i o n and the 

lands t h a t are the subject of t h i s case? 

A. Yes, s i r . 

MR. HALL: At t h i s p o i n t we'd tender Mr. Wheeler 

as an expert petroleum landman. 

EXAMINER ASHLEY: Mr. Wheeler i s so q u a l i f i e d . 

Q. (By Mr. H a l l ) Mr. Wheeler, would you b r i e f l y 

e x p l a i n t o the Examiner what i t i s Nearburg seeks by t h i s 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A p p l i c a t i o n ? 

A. Nearburg seeks an order p o o l i n g a l l mineral 

i n t e r e s t s u n d e r l y i n g the east h a l f of Section 19, Township 

18 South, Range 28 East, Eddy County, i n the f o l l o w i n g 

manner: 

The east h a l f t o form a standard 320-acre gas 

spacing and p r o r a t i o n u n i t f o r a l l formations and/or pools 

developed on 32 0-acre spacing w i t h i n t h a t v e r t i c a l e x t e n t , 

i n c l u d i n g the Undesignated North I l l i n o i s Camp-Morrow Gas 

Pool and the Undesignated South Empire-Morrow Gas Pool; 

The northeast quarter f o r a l l 160-acre 

formations; 

The n o r t h h a l f , northeast q u a r t e r , f o r a l l 80-

acre formations; 

And the northwest quarter of the northeast 

q u a r t e r f o r a l l 40-acre formations, i n c l u d i n g the A r t e s i a -

Queen-Grayburg-San Andres Pool. 

Said u n i t s are t o be dedicated t o Nearburg's 

proposed Pathfinder 19 State Com Number 1 w e l l , t o be 

d r i l l e d a t a standard l o c a t i o n 660 f e e t from the n o r t h l i n e 

and 1980 f e e t from the east l i n e of said Section 19. 

Q. Does Nearburg E x p l o r a t i o n seek t o be designated 

operator of the proposed well? 

A. Yes, s i r . 

Q. I f you would, please, s i r , r e f e r t o E x h i b i t 1 and 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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e x p l a i n t h a t t o the Examiner. 

A. E x h i b i t 1 i s a land map showing the p r o r a t i o n 

u n i t f o r t h i s proposed w e l l . 

I t also has a dot showing the l o c a t i o n of the 

w e l l and shows the leasehold ownership i n the area around 

the w e l l . 

Q. And what i s the primary o b j e c t i v e of the well? 

A. The Morrow formation. 

Q. A l l r i g h t , l e t ' s look a t E x h i b i t 2. I f you would 

e x p l a i n t h a t t o the Hearing Examiner, please, s i r . 

A. This i s an ownership breakdown of the leasehold 

i n t e r e s t s i n the east h a l f of Section 19. 

I have marked beside the two p a r t i e s t h a t have 

already executed our AFE and have a breakdown by percentage 

of the ownership. 

Q. Why don't you i d e n t i f y f o r the record the p a r t i e s 

you seek t o pool here today? 

A. The p a r t i e s -- We're n e g o t i a t i n g w i t h several of 

these. 

I don't a n t i c i p a t e u l t i m a t e l y they w i l l be 

pooled, but a t t h i s p o i n t the p a r t i e s we're seeking t o pool 

are the Yates Petroleum group, P h i l l i p s Petroleum, Kaiser-

Francis O i l Company and Wilson O i l Company i n Denver. 

Q. A l l r i g h t . And what percentage i s dedicated t o 

the w e l l now? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. Approximately 63.3 percent. 

Q. A l l r i g h t . Let's t u r n t o E x h i b i t 3, please, s i r , 

your AFE. I f you would review the t o t a l s on t h a t e x h i b i t 

f o r the Examiner. 

A. The dryhole cost estimate f o r t h i s w e l l i s 

$574,438. The completed w e l l estimate i s $923,531. 

Q. And are these costs i n l i n e w i t h what's being 

charged by other operators f o r s i m i l a r w e l l s i n the area? 

A. Yes, s i r . 

Q. And do these r a t e s compare f a v o r a b l y w i t h the 

Ernst and Young Survey? 

A. We haven't discussed the overhead r a t e s y e t . 

Q. A l l r i g h t . Let's t a l k about the d r i l l i n g and 

op e r a t i n g r a t e s , i f you would, please. What are those 

r a t e s t h a t you seek? 

A. We're requesting a r a t e of $6000 per month duri n g 

the d r i l l i n g of the w e l l and $650 per month d u r i n g the 

producing phase. 

Q. And these r a t e s are i n l i n e w i t h what's being 

charged by other operators and compare f a v o r a b l y w i t h the 

Ernst and Young survey, do they not? 

A. Yes, s i r . 

Q. Do you ask t h a t these r a t e s be inc o r p o r a t e d i n t o 

any order t h a t issues from the Di v i s i o n ? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. I f you would, please, s i r , r e f e r t o E x h i b i t 4. 

I s E x h i b i t 4 a compilation of your l e t t e r seeking j o i n d e r 

of the various p a r t i e s i n the well? 

A. Yes, s i r . 

Q. Would you summarize your e f f o r t s t o o b t a i n t h e i r 

j oinder? 

A. We i n i t i a t e d contact w i t h leasehold owners i n the 

east h a l f of Section 19 as f a r back as December, 1999. 

The E x h i b i t 4 i s a c h r o n o l o g i c a l order of many of 

the d i f f e r e n t p a r t i e s t h a t we've been able t o si g n up, 

e i t h e r through term assignments or farmouts, and then also 

has our AFE t h a t we sent out t o the p a r t i e s t h a t are s t i l l 

undecided. 

Q. A l l r i g h t . With respect t o these P h i l l i p s 

i n t e r e s t s , have you had an a f f i r m a t i v e response from them 

as of yet? 

A. No, we have not. But I d i d hear t h i s l a s t week 

t h a t they're i n the process of farming out t h e i r i n t e r e s t s 

t o Marbob's group, and Marbob w i l l p a r t i c i p a t e w i t h t h a t 

i n t e r e s t when they have i t . 

Q. But you don't have t h a t --

A. At t h i s time there's no signed agreement, so 

we're c o n t i n u i n g t o l i s t them as a p a r t y t o the p o o l i n g . 

Q. And what i s the s t a t u s of the Kaiser-Francis 

i n t e r e s t ? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. We have made several contacts w i t h Kaiser-

Francis, and I bel i e v e t h a t they're going t o farm out t o 

us, but we have not gotten a formal agreement from them. 

Q. And what i s the st a t u s of the Yates Petroleum 

Company? 

A. Yates i n d i c a t e d t h a t they would p a r t i c i p a t e i n 

the w e l l , but a t t h i s time I s t i l l have not received t h e i r 

AFE. 

Q. And the remaining p a r t y , I b e l i e v e , i s the Wilson 

e n t i t i e s ? What i s t h a t status? 

A. My understanding of the l a s t conversation t h a t I 

heard about on t h a t , they are probably going t o p a r t i c i p a t e 

a l s o . 

Q. Mr. Wheeler, i n your opin i o n have you 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 of 

these i n t e r e s t owners? 

A. Yes, s i r . 

Q. Does Nearburg seek the issuance of an expedited 

order p o o l i n g the i n t e r e s t s i n t h i s case? 

A. Yes, s i r , we do. We have a November 1st deadline 

under a farmout w i t h Louis Dreyfus t h a t we need t o get t h i s 

w e l l d r i l l e d by t h a t time. 

Q. A l l r i g h t . Were E x h i b i t s 1 through 4 prepared by 

you or a t your d i r e c t i o n and c o n t r o l ? 

A. Yes, s i r . 

STEVEN T. BRENNER, CCR 
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MR. HALL: We'd move the admission of E x h i b i t s 1 

through 4, and t h a t concludes our d i r e c t of t h i s witness. 

EXAMINER ASHLEY: E x h i b i t s 1 through 4 w i l l be 

admitted as evidence. 

THE WITNESS: I have a quick question f o r him, i f 

I may ask him a quick question? 

EXAMINER ASHLEY: That's f i n e . 

(Off the record) 

THE WITNESS: Thank you. 

EXAMINER ASHLEY: Uh-huh. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Wheeler, does Nearburg c o n t r o l 100 percent of 

the i n t e r e s t i n any one of these spacing u n i t s ? 

A. No, s i r . 

Q. And t o your knowledge, are the r e any 8 0-acre 

pools w i t h i n a mi l e of t h i s ? 

A. Not t o my knowledge. I'm not aware. Our 

g e o l o g i c a l expert could t e s t i f y b e t t e r what the uphole 

zones are i n t h i s area t h a t might r e q u i r e an 80-acre 

spacing u n i t . 

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

Thank you. 

MR. HALL: At t h i s time we would c a l l Ted 

Gawloski t o the stand. 

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

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

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

DIRECT EXAMINATION 

BY MR. HALL: 

Q. For the record, please s t a t e your name, s i r . 

A. My name i s Ted Gawloski. 

Q. And where do you l i v e and by whom are you 

employed? 

A. I work f o r Nearburg Producing Company out of 

Midland, Texas. 

Q. And i n what capacity? 

A. I'm a g e o l o g i s t . 

Q. Have you p r 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 

and had your c r e d e n t i a l s as an expert petroleum g e o l o g i s t 

accepted and made a matter of record? 

A. Yes, I have. 

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

i n t h i s case? 

A. Yes, I am. 

Q. And the lands and the geology of the subject 

area? 

A. Yes. 

MR. HALL: At t h i s p o i n t , Mr. Examiner, we tender 

Mr. Gawloski as an expert petroleum g e o l o g i s t . 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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EXAMINER ASHLEY: Mr. Gawloski i s so q u a l i f i e d . 

Q. (By Mr. H a l l ) I f you would, Mr. Gawloski, would 

you present the Examiner w i t h a b r i e f overview of the 

geology of the Morrow formation i n the area of the 

A p p l i c a t i o n ? 

A. S t a r t i n g w i t h E x h i b i t Number 5, the E x h i b i t 

Number 5 i s a cross-section of the Strawn t o Atoka 

formations i n the area. This cross-section s t a r t s up i n 

the northwest i n Section 6 and goes through Section 7 

across the proposed l o c a t i o n and moves t o the east i n 

Section 17 and 20, some of the w e l l s i n t h a t d i r e c t i o n . I t 

shows the d i f f e r e n t u n i t s i n here. Our primary i n t e r e s t s 

are t he sands of the Morrow formation, which i s i n the 

lower p a r t of the cross-section. 

The cross-section does show the d i f f e r e n t u n i t s 

t h a t w e ' l l be mapping. One map w i l l have isopached the 

sand t h a t ' s shown i n green down a t the bottom p a r t of the 

Morrow "C" sands, and E x h i b i t 7 w i l l address the isopach of 

the y e l l o w sand s e c t i o n through here i n p a r t of what we 

c a l l t he Morrow "B" sands. 

And we have E x h i b i t Number 8, a s t r u c t u r e map on 

the top of the Morrow, which i s t h i s red marker i n the 

middle p a r t of the cross-section. 

Q. Now, i s Nearburg seeking a 200-percent r i s k 

p e n a l t y assessment against the unjoined p a r t i e s i n t h i s 

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

A. Yes, we are. 

Q. And what i s the basis of t h a t 2 00-percent penalty-

request? 

A. Okay, p a r t of i t we could address t o E x h i b i t 5. 

One of the t h i n g s you note when we look a t the Morrow 

s e c t i o n here i s the discontinuous nature of these sands i n 

the Morrow "C" , i n p a r t i c u l a r toward the r i g h t of the 

cr o s s - s e c t i o n , and you can see t h a t there's a c t u a l l y f o u r 

d i f f e r e n t u n i t s i n here t h a t a c t u a l l y come and go. 

And i n the Morrow "B" s e c t i o n , the s e c t i o n t h i n s 

and pinches out across t h i s area, so there's a l o t of 

d i s c o n t i n u i t y t o the r e s e r v o i r . 

Also i n E x h i b i t 6, which i s an isopach of our 

Morrow "C" sand, y o u ' l l see t h a t there i s — the c l o s e s t 

good producer i s about one and a h a l f miles t o the n o r t h , 

t h a t ' s on t r e n d w i t h t h i s w e l l . There i s very l i t t l e — I n 

the e i g h t surrounding sections there's only one Morrow 

producer gr e a t e r than 1 BCF out of t h a t p a r t i c u l a r horizon. 

And i f you move on t o E x h i b i t 7, t h i s i s an 

isopach of the lower Morrow "B", which i s the darker yellow 

u n i t on the cross-section. And you can see i n the — Okay, 

t h e r e i s no Morrow "B" producers on t r e n d i n t h i s e n t i r e 

area. The c l o s e s t one i s over there i n Section 20, which 

i s on a separate t r e n d . 

STEVEN T. BRENNER, CCR 
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So we hope t o be on a t r e n d t h a t ' s coming from 

the northwest, but there's a whole l o t — there's a l o t of 

r i s k i n v o l v e d i n whether or not we're going t o f i n d t h a t 

t r e n d across t h i s area. Now, there's very l i t t l e c o n t r o l , 

deep c o n t r o l , i n t h i s whole area here. 

And then E x h i b i t 8 i s a s t r u c t u r e map on the top 

of the Morrow "C". And as you can see, t h e r e i s no 

s t r u c t u r a l closure here t o enhance the p o t e n t i a l f o r 

hydrocarbon entrapment, so b a s i c a l l y these t r a p s are 

s t r a t i g r a p h i c i n nature. 

Q. Has Nearburg d r i l l e d other Morrow w e l l s i n the 

general area of t h i s well? 

A. Yes, we have. 

Q. And i n your opinion i s there a r i s k t h a t t h i s 

w e l l may not be completed as a commercial well? 

A. Yes, there i s . 

Q. I n your opinion, Mr. Gawloski, w i l l g r a n t i n g 

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 s of conservation, 

the p r e v e n t i o n 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 

r i g h t s ? 

A. Yes. 

Q. And were E x h i b i t s 5 through 8 prepared by you? 

A. Yes, they were. 

MR. HALL: At t h i s time we'd move the admission 

of E x h i b i t s 5 through 8, and I ' d also o f f e r E x h i b i t 9, 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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which i s our n o t i c e a f f i d a v i t i n t h i s case. 

And t h a t concludes my d i r e c t of t h i s witness. 

EXAMINER ASHLEY: Okay, E x h i b i t s 5 through 9 w i l l 

be admitted as evidence. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Gawloski, on E x h i b i t s 6 and 7 can you 

i d e n t i f y which w e l l s were d r i l l e d by Nearburg? 

A. They are o f f t h i s map. We have d r i l l e d — We 

r e c e n t l y d r i l l e d a w e l l i n Section 32 of an adjacent 

township, i n 18 South, 29 East, j u s t l a s t week, and 

a c t u a l l y we d r i l l e d more than one w e l l i n t h a t township, 

which i s -- I t ' s about four or f i v e miles t o the east here. 

Q. So Nearburg doesn't operate any of these w e l l s on 

e i t h e r one of these isopach maps? 

A. No. 

Q. Do you know of any pools out the r e t h a t are 

spaced on 80 acres? 

A. The only pool t h a t I'm aware of out here t h a t 

might be on 80s i s the Travis-Penn f i e l d , which i s , I 

t h i n k , l ocated t o the southeast of the proposed l o c a t i o n . 

The p o s s i b i l i t y e x i s t s t h a t t h a t Travis-Penn could come up 

i n t o t h i s area here, although i t hasn't been developed up 

toward t h i s area y e t . There's some produc t i o n f a r t h e r t o 

the south and east of the proposed l o c a t i o n , but i t hasn't 
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been developed f a r t h e r t h i s d i r e c t i o n . There's very l i t t l e 

deep w e l l c o n t r o l out here. Most of i t i s Grayburg-San 

Andres-type w e l l c o n t r o l out here. 

Q. The only 8 0-acre spacing t h a t i s p e r m i t t e d by the 

OCD i s through s p e c i a l pool r u l e s . So i f there's not an 

80-acre pool w i t h i n a mile of your proposed l o c a t i o n , we 

don't g r a n t the p o o l i n g of 80 acres on t h a t — 

A. Okay. 

Q. — based on t h a t . So t h a t p a r t should be 

dismissed i f there's not a pool w i t h i n a m i l e . 

MR. HALL: We'll i n v e s t i g a t e t h a t and l e t you 

know t h a t . 

Q. (By Examiner Ashley) Okay. Can you discuss any 

of your secondary targets? 

A. The only secondary t a r g e t t h a t I t h i n k i s of 

consequence i s , there's some sc a t t e r e d Wolfcamp produ c t i o n 

out here and some sca t t e r e d Bone Spring p r o d u c t i o n , but 

t h e y ' r e r e a l l y noneconomical t o date i n t h i s area. A l o t 

of t h i s i s v i r t u a l l y unknown as f a r as the deep horizons 

go. There's very l i t t l e w e l l c o n t r o l out here, so we don't 

r e a l l y know. 

Q. Does Nearburg have i n t e r e s t i n any of these other 

surrounding Morrow wells? 

A. The only — Well, there's a w e l l t h a t i s going t o 

be d r i l l e d i n Section 18, j u s t t o the n o r t h , t h a t we w i l l 
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have i n t e r e s t i n . The plans are f o r t h a t w e l l t o be 

spudded here i n the next month or so by another operator. 

That's the only — i n t h i s mapping area t h a t we have 

i n t e r e s t i n r i g h t now. 

EXAMINER ASHLEY: I have nothing f u r t h e r . Thank 

you. 

There being nothing f u r t h e r i n t h i s case, Case 

12,4 65 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

8:40 a.m.) 

* * * 

i «•» harehy cert i fy t k a * t ' , / 
« r,-^ i ; • n Q ' me for , ••• . . 

7* hiring of c ~ \ **^c 
/ -v — ft / v>- CK ! * Dr 

>~Vf r » ; , „ 

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



19 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SANTA FE ) 

I , Steven T. Brenner, C e r t i f i e d Court Reporter 

and Notary P u b l i c , HEREBY CERTIFY t h a t the f o r e g o i n g 

t r a n s c r i p t of proceedings before the O i l Conservation 

D i v i s i o n was reported by me; t h a t I t r a n s c r i b e d my notes; 

and t h a t the foregoing i s a t r u e and accurate record of the 

proceedings. 

I FURTHER CERTIFY t h a t I am not a r e l a t i v e or 

employee of any of the p a r t i e s or attorneys i n v o l v e d i n 

t h i s matter and t h a t I have no personal i n t e r e s t i n the 

f i n a l d i s p o s i t i o n of t h i s matter. 

WITNESS MY HAND AND SEAL August 11th, 2000. 

STEVEN T. BRENNER 
CCR No. 7 

My commission expires: October 14, 2 002 

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


