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

9:28 a.m.: 

EXAMINER EZEANYIM: Let's go back on the record 

and c a l l Case Number 13,951, A p p l i c a t i o n of U.S. Enercorp, 

L t d . , f o r a nonstandard o i l spacing and p r o r a t i o n u n i t and 

an unorthodox o i l w e l l l o c a t i o n , Rio A r r i b a County, New 

Mexico. 

C a l l f o r appearances. 

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

rep r e s e n t i n g the Applicant. I have two witnesses. 

EXAMINER EZEANYIM: Any other appearances? 

May the witnesses stand t o be sworn, please? 

(Thereupon, the witnesses were sworn.) 

EXAMINER EZEANYIM: Mr. Bruce, you may proceed. 

MR. BRUCE: Thank you. 

JOHN SOWELL. 

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

A. John Sowell. 

Q. How do you s p e l l your l a s t name, f o r the co u r t 

r e p o r t e r ? 

A. S-o-w-e-1-1. 
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Q. And where do you reside? 

A. I reside i n Von Ormy, Texas, which i s a l i t t l e 

town outside of San Antonio, Texas. 

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

A. I work f o r U.S. Enercorp, L t d . , as a landman. 

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

Di v i s i o n ? 

A. No. 

Q. Would you please summarize your educational and 

employment background? 

A. I n 1974 I graduated from the U n i v e r s i t y of Texas 

a t A u s t i n w i t h a business degree, and then went on t o law 

school a t Texas Tech U n i v e r s i t y , and I graduated i n 1978 

w i t h my law degree from Tech. 

And out of law school I went t o work f o r Exxon i n 

Houston f o r almost three years, and then I worked f o r 

Clayton Wi l l i a m s , an independent o i l and gas producer out 

of Midland, f o r almost 14 years, and the l a s t f i v e of which 

I was d i s t r i c t land manager. Then I worked f o r several 

small independents. And f i v e years ago, approximately, I 

began working f o r U.S. Enercorp, L t d . 

Q. Are you f a m i l i a r w i t h the land matters regarding 

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

A. Yes. 

Q. And does your area of r e s p o n s i b i l i t y a t U.S. 
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Enercorp include t h i s p a r t of New Mexico? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Sowell 

as an expert petroleum landman. 

EXAMINER EZEANYIM: Mr. Sowell, are you — do you 

happen t o be a c e r t i f i e d p u b l i c landman? Are you — 

THE WITNESS: I don't have my CPL, but I do have 

a law degree and I am a member of the AAPL. 

EXAMINER EZEANYIM: Mr. Sowell i s q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Sowell, could you i d e n t i f y 

E x h i b i t 1 f o r the Examiner and b r i e f l y describe what U.S. 

Enercorp seeks i n t h i s case? 

A. Yes, E x h i b i t 1 i s a p l a t o u t l i n i n g the west h a l f 

of Section 2 and the east h a l f of Section 3 i n Township 23 

North, Range 1 West, NMPM. And we seek t o form a 

nonstandard o i l spacing u n i t comprised of these two h a l f -

s e c t i o n s , and we intend t o d r i l l a h o r i z o n t a l Mancos w e l l . 

Q. Before we move o f f of t h i s , there's two h a l f -

s e c t i o n s . I s the west h a l f of Section 2 a s i n g l e lease? 

A. Yes. 

Q. What type of lease? 

A. That's a p r i v a t e ownership fee lease. 

Q. Okay. And then i n Section 3, i s Section — i s 

a l l of Section 3 covered by a s i n g l e f e d e r a l lease? 

A. That's my understanding, owned by McElvain O i l 
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and Gas — 

Q. And — 

A. — McElvain. 

Q. — does U.S. Enercorp have a farmout from 

McElvain on the east h a l f of Section 3? 

A. Yes, we do. 

Q. Okay. What i s the l o c a t i o n — the surface 

l o c a t i o n and the bottomhole l o c a t i o n f o r the proposed well? 

A. The surface l o c a t i o n i s 1220 f e e t from the east 

l i n e and 3250 f e e t from the south l i n e of Section 3, and 

the bottomhole l o c a t i o n i s a t 1870 f e e t from the west l i n e 

and 2180 f e e t from the south l i n e of Section 2. 

Q. And i s E x h i b i t 2 a p o r t i o n of the A p p l i c a t i o n f o r 

permit t o d r i l l t h i s well? 

A. I b e l i e v e i t i s . 

Q. And since the surface i s on f e d e r a l land, t h i s 

A p p l i c a t i o n i s i n i t i a l l y being f i l e d w i t h the Bureau of 

Land Management, i s i t not? 

A. That's c o r r e c t , we f i l e our APD w i t h the BLM. 

Q. Okay. What — This i s a Mancos t e s t . What 

Mancos pool i s the w e l l located in? 

A. I t i s i n the West Puerto Chiquito-Mancos Pool. 

Q. Would you i d e n t i f y E x h i b i t 3 and describe the 

a p p l i c a b l e pool rules? 

A. Yes. E x h i b i t 3 i s a copy of p a r t of Order Number 

STEVEN T. BRENNER, CCR 
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R-64 69, as amended, which i n s t i t u t e d 640-acre spacing f o r 

the pool. A standard w e l l u n i t i s comprised of a s i n g l e 

s e c t i o n . One w e l l i s allowed per w e l l u n i t , w i t h the w e l l s 

t o be no c l o s e r than 1650 f e e t t o the s e c t i o n l i n e s . 

Q. And because of t h a t 1650-foot requirement, t h i s 

w e l l i s unorthodox? 

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

Q. I s the w e l l l o c a t i o n and the nonstandard u n i t 

requested due t o g e o l o g i c a l reasons? 

A. Yes, i t i s , and I be l i e v e our g e o l o g i s t w i l l go 

i n t o more d e t a i l s on t h a t . 

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

A. E x h i b i t 4 i s a p l a t of p a r t s of 23 North, 1 West, 

and 24 North, 1 West, and i t i n d i c a t e s the type of land i n 

Sections 2 and 3 and i d e n t i f i e s o f f s e t acreage and 

operators. 

Q. Okay. And l e t ' s j u s t run down t h i s a l i t t l e b i t . 

To the n o r t h i n Sections 34 and 35 th e r e are Mancos w e l l s 

t h a t are operated by Elm Ridge E x p l o r a t i o n Company, are 

th e r e not? 

A. That's my understanding, yes. 

Q. And going down, your proposed w e l l u n i t i s 

h i g h l i g h t e d i n blue? 

A. Correct. 

Q. And then t o the west i t ' s McElvain O i l and Gas. 
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They are a c t u a l l y the owner of a s i n g l e f e d e r a l lease 

covering a l l of Section 3, correct? 

A. Yes, t h a t and I be l i e v e i t covers a d d i t i o n a l 

acreage as w e l l — 

Q. Okay. 

A. — so we have a farmout on the east h a l f of t h a t . 

Q. And then i n the east h a l f of Section 2, the east 

h a l f i s f e d e r a l acreage; i s t h a t c o r r e c t ? 

A. Yes. 

Q. And U.S. Enercorp leases the northeast quarter? 

A. Yes. 

Q. And the southeast quarter i s unleased f e d e r a l 

land? 

A. Yes. 

Q. Okay. And then i n Sections — t o the south, the 

operators are l i s t e d on those acreages, corre c t ? 

A. Yes. 

Q. And th e r e are no Mancos w e l l s on the acreage t o 

the south? 

A. Not t h a t I'm aware of. 

Q. Okay. And were a l l of the o f f s e t s n o t i f i e d of 

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

A. Yes, and I be l i e v e t h a t ' s shown on E x h i b i t 6. 

Q. That's E x h i b i t 6, yeah, which i s my a f f i d a v i t of 

n o t i c e , c o r r e c t ? 

STEVEN T. BRENNER, CCR 
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A. Yes. 

Q. Now d i d representatives of U.S. Enercorp meet 

w i t h any governmental e n t i t i e s regarding t h i s A p p l i c a t i o n ? 

A. I have not, but a p r i n c i p a l of our company, Bruce 

Gates, who i s a g e o l o g i s t , d i d meet w i t h Mr. Jim Lovato 

w i t h the BLM and Steve Hayden, and I be l i e v e he's w i t h the 

OCD. And i n f a c t , Mr. Lovato wrote a l e t t e r i n support of 

our p o s i t i o n , and a copy of t h a t l e t t e r i s attached as 

E x h i b i t 5, I be l i e v e . 

Q. Okay. One item i n the second paragraph of Mr. 

Lovato's l e t t e r , he asked U.S. Enercorp t o request 

nonstandard u n i t s comprised of the east h a l f of Section 2 

and the west h a l f of Section 3; i s t h a t c o r r e c t ? 

A. Yes. 

Q. And U.S. Enercorp has f i l e d those a p p l i c a t i o n s 

now w i t h the D i v i s i o n , has i t not? 

A. Yes. 

MR. BRUCE: Those a p p l i c a t i o n s are set f o r the 

August 9th hearing, Mr. Examiner. 

EXAMINER EZEANYIM: For the east h a l f of 2 and 

the west h a l f of 3; i s t h a t — 

MR. BRUCE: That i s c o r r e c t . 

THE WITNESS: Yes, s i r . 

Q. (By Mr. Bruce) And t h a t was requested not only 

by the BLM but by the — Mr. Hayden of the O i l Conservation 

STEVEN T. BRENNER, CCR 
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D i v i s i o n ; i s t h a t correct? 

A. Yes. 

EXAMINER EZEANYIM: So you want t h a t t o be heard 

on August 9th? 

MR. BRUCE: That a p p l i c a t i o n , yeah. I t wasn't 

f i l e d u n t i l a few days ago, Mr. Examiner. 

EXAMINER EZEANYIM: Okay, go ahead. 

Q. (By Mr. Bruce) Were E x h i b i t s 1 through 6 

prepared by you or under your supervision or compiled from 

company business records? 

A. Yes. 

Q. And i n your opinion i s the g r a n t i n g of t h i 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. 

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

of E x h i b i t s 1 through 6. 

EXAMINER EZEANYIM: E x h i b i t s 1 through 6 w i l l be 

admitted. 

MR. BRUCE: And I pass the witness. 

EXAMINER EZEANYIM: Do you have any questions? 

EXAMINER BROOKS: No, I have no questions. Go 

ahead. 

EXAMINER EZEANYIM: Well, f i r s t of a l l maybe I 

have t o l i s t e n t o the g e o l o g i s t t o see where you want t o 

STEVEN T. BRENNER, CCR 
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d i v i d e those u n i t s because as you know, the order you 

c i t e d , Order -2565 or -6469, says you have t o have an o i l 

w e l l 640, and there are two 640s i n t h a t — E x h i b i t Number 

4? 

MR. BRUCE: Correct. 

EXAMINER EZEANYIM: Go back t o E x h i b i t Number 4. 

I t h i n k maybe I w i l l understand why you want t o do t h i s 

when I l i s t e n t o the g e o l o g i s t . 

MR. BRUCE: That would be b e t t e r addressed t o the 

g e o l o g i s t , Mr. Examiner. 

EXAMINER EZEANYIM: Okay, I t h i n k I w i l l reserve 

those comments on t h a t . 

MR. BRUCE: Okay. 

THE WITNESS: Thank you. 

JAMES D. McCONNELL. 

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. James Douglas McConnell. 

Q. And where do you reside? 

A. I re s i d e i n Fa i r Oaks Ranch, Texas, which i s j u s t 

o u t s i d e the C i t y of San Antonio. 

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

STEVEN T. BRENNER, CCR 
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A. I work f o r U.S. Enercorp, L t d . , as 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 

Di v i s i o n ? 

A. No. 

Q. Would you please summarize your educational and 

employment background? 

A. Education i s a BA i n geology, BS i n business, 

from T r i n i t y U n i v e r s i t y i n San Antonio, and then an MBA 

from the U n i v e r s i t y of Texas i n A u s t i n and some subsequent 

stu d i e s a t Tulane U n i v e r s i t y i n r e s e r v o i r engineering, 

where I d i d n ' t complete a degree. 

I worked then f o r Exxon i n New Orleans and 

Houston f o r about s i x years, r e t i r e d e a r l y and went t o San 

Antonio as an independent. About f i v e years ago I s t a r t e d 

w i t h U.S. Enercorp as a g e o l o g i s t and geo p h y s i c i s t and have 

been th e r e since. 

Q. Does your area of r e s p o n s i b i l i t y a t U.S. Enercorp 

i n c l u d e t h i s p a r t of northwest New Mexico? 

A. Yes, s i r . 

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

i n v o l v e d i n t h i s A p p l i c a t i o n ? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. 

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

EXAMINER EZEANYIM: Thank you very much. Do you 

STEVEN T. BRENNER, CCR 
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happen t o be c e r t i f i e d g e o l o g i s t , petroleum g e o l o g i s t ? Are 

you — do you have any — i n t h a t area? 

THE WITNESS: Yes, s i r , I am a c e r t i f i e d 

petroleum g e o l o g i s t through the American A s s o c i a t i o n of 

Petroleum Geologists. I'm not r e g i s t e r e d w i t h the State of 

Texas or the State of New Mexico. 

EXAMINER EZEANYIM: Mr. McConnell i s so 

q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. McConnell, i f you could 

i n i t i a l l y i d e n t i f y your E x h i b i t 7 and discuss the geologic 

c o n d i t i o n s i n the area of your proposed well? 

A. E x h i b i t 7 i s a geologic s t r u c t u r e map on the top 

of the Gallup sand, which i s a member of — i n the Mancos 

formation. This map i s i n the area where we're proposing 

t o d r i l l our d i r e c t i o n a l w e l l , and on the map I ' d l i k e t o 

have you focus your a t t e n t i o n on the yellow square, which 

i s our proposed 640-acre u n i t , i n c l u d i n g the west h a l f of 

Section 2 and the east h a l f of Section 3, Township 23 

North, Range 1 West. 

There's a couple of t h i n g s I ' d l i k e t o p o i n t out 

about t h i s map. One i s the l o c a t i o n of a seismic l i n e 

which we have used along w i t h geologic subsurface 

i n f o r m a t i o n from the w e l l s on the map and geologic surface 

l o c a t i o n s , where the formations outcrop on the lower r i g h t -

hand side of t h i s map. 
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This — on the map, shown i n blue — which i t ' s 

k i n d of hard t o see t h a t i t ' s i n blue but i s lab e l e d Cuba 2 

i s a 2-D seismic l i n e , p a r t of which we've used t o create 

t h i s map. 

EXAMINER EZEANYIM: Where i s the blue? I don't 

see t h a t . 

THE WITNESS: I t ' s a numbered l i n e t h a t has — 

EXAMINER EZEANYIM: Oh, Cuba 2? 

THE WITNESS: Yeah, Cuba 2 l a b e l s on each end of 

i t . I t runs b a s i c a l l y east-west. The top of the map i s 

toward the n o r t h . 

This map then shows the s t r u c t u r a l s e t t i n g on the 

top of the Gallup sand, and on the lower r i g h t - h a n d side, 

as I mentioned, the Gallup outcrops a t the surface. I t 

then slopes very steeply down t o approximately the west 

h a l f of Section 2, and then i s f a i r l y f l a t as you go t o the 

west. And t h i s w i l l be a l i t t l e easier t o see i n the next 

e x h i b i t , but I k i n d of wanted t o e x p l a i n the s e t t i n g here 

f i r s t . 

Shown on the e x h i b i t i n the yellow box i s our 

proposed l a t e r a l , i n red. The surface l o c a t i o n i s i n 

Section 3. The l a t e r a l f o l l o w s the seismic l i n e and the 

geologic cross-section I'm going t o show you i n a minute, 

going t o the east southeast, and the bottomhole l o c a t i o n i s 

noted w i t h the symbol BHL. 
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And i f you don't have any questions, I ' d l i k e t o 

b r i n g — 

Q. (By Mr. Bruce) One t h i n g I do want you t o p o i n t 

out. There are a couple of w e l l s i n Sections 2 and 3. 

Could you i d e n t i f y those and what they were — what they 

produced? 

A. Yes. The w e l l t h a t you see i n Section 2 i s 

labe l e d Nassau Resources Laguna Colorado Number 2. I t has 

a s l i g h t d i r e c t i o n a l nature t o i t . That's what the l i t t l e 

black l i n e i s from the black dot, going t o the south 

southeast [ s i c ] . I t also has a l a b e l i n red a t the top of 

t h i s g a l l u p sand horizon, and t h a t ' s showing a plus-690. 

That's sea l e v e l — above sea l e v e l . 

The other w e l l I ' d l i k e t o — That w e l l produced 

5000 b a r r e l s . That's what the l i t t l e 5 i s i n green, 5 CUM. 

To the west i n Section 3 i s the Amoco Badland 

F l a t s w e l l , which had cum'd 7000 b a r r e l s . And i t s 

s t r u c t u r a l p o s i t i o n on the map i s a plus 728. 

EXAMINER EZEANYIM: Do you know when those w e l l s 

were d r i l l e d ? Do you know when those w e l l s were d r i l l e d ? 

THE WITNESS: Approximately. The Amoco w e l l was 

d r i l l e d i n the l a t e 1980s, and the Nassau Resources w e l l 

was d r i l l e d around the same time. 

Q. (By Mr. Bruce) And those w e l l s were d e f i n i t e l y 

uneconomic? 
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A. Yes. 

Q. Okay. Let's move on t o your E x h i b i t 8 then a t 

t h i s p o i n t , and describe the reason f o r the nonstandard 

u n i t . 

A. The reason f o r the nonstandard u n i t i s due t o 

geologic considerations which I t h i n k I can show you f a i r l y 

c l e a r l y on t h i s geologic cross-section. The l i n e of the 

cross - s e c t i o n f o l l o w s the Cuba 2 seismic l i n e t h a t ' s shown 

on the s t r u c t u r e map. So a t the r i g h t we're on the outcrop 

and you can see t h a t t h a t ' s coming up very steeply. And on 

the l e f t i t comes out t o where these beds are very f l a t . 

So the proposed u n i t i s also shown on t h i s cross-

s e c t i o n w i t h two yellow l i n e s . On the r i g h t the yellow 

l i n e i s the h a l f - s e c t i o n l i n e f o r Section 2, and on — the 

l e f t - h a n d yellow l i n e i s the h a l f - s e c t i o n l i n e f o r Section 

3. 

What we're t a r g e t i n g , as you can probably see, i s 

the p o i n t where the beds bend. They've come down from the 

ri g h t - h a n d side or the east side, and they f l a t t e n out 

r i g h t i n the center of our proposed l o c a t i o n . 

The proposed w e l l i s shown on the cr o s s - s e c t i o n 

i n dark red. We're going t o d r i l l the w e l l s t r a i g h t down 

t o j u s t above the Gallup sand, and then we're going t o 

attempt a l a t e r a l t o the east southeast, towards the 

bottomhole l o c a t i o n . 
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Q. Based on t h i s p l a t , would you a n t i c i p a t e both the 

west h a l f of Section 2 and the east h a l f of Section 3 t o be 

produ c t i v e i n the Mancos? 

A. The west h a l f of Section 3 — 

Q. No, no, no, the west h a l f of 2 — 

A. Oh. 

Q. — and the east h a l f of 3? 

A. Well, we're hoping so. The sweet spot, i f y o u ' l l 

a l l ow t h a t term, would probably be toward the center of the 

proposed u n i t . As you go t o the west of the proposed u n i t , 

the beds are f a i r l y f l a t . And as the r e s u l t s of the Amoco 

w e l l i n d i c a t e , we don't believe t h a t the — i t ' s as 

prospective f o r production of o i l . 

As you go t o the east the beds are h i g h l y 

d i p p i n g , and we again don't f e e l t h a t t h e y ' l l be as 

prod u c t i v e as i n the curve. 

Q. And so the reason f o r the nonstandard u n i t i s 

because, based on your geologic study of the area, the east 

h a l f of 2 and the west h a l f of 3 are not prospective? 

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

EXAMINER EZEANYIM: But you want t o — They are 

not prospective, but you want t o combine them. So when you 

combine them, they become prospective? I s t h a t what — 

MR. BRUCE: No, no, no. I'm t a l k i n g the east 

h a l f of 2, the excluded acreage i n — 
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EXAMINER EZEANYIM: Oh, the excluded. 

MR. BRUCE: — Section 2 — 

EXAMINER EZEANYIM: Okay, the — 

MR. BRUCE: — and then the west h a l f of 3. 

EXAMINER EZEANYIM: But the — n e i t h e r of the one 

t h a t you include i s productive. Those w e l l s were d r i l l e d 

i n 1980, and they are cum 1ing seven and f i v e . And I heard 

you say t h a t they are not productive. I don't know whether 

when you combine them, then they become pr o d u c t i v e . 

MR. BRUCE: No, no. Well — That's not what I'm 

asking, Mr. Examiner. 

He — I was asking Mr. McConnell i f he expects — 

There's two separate questions: i f he expects the west h a l f 

of 2 and the east h a l f of 3 t o be productive — 

EXAMINER EZEANYIM: Okay. 

MR. BRUCE: — and then separately the west h a l f 

of 3 and the east h a l f of 2 t o be nonprospective. 

EXAMINER EZEANYIM: Yeah, what was your answer 

when t h a t question was asked, Mr. McConnell? When he was 

asking you i f the — t h i s west h a l f of 2 and the east h a l f 

of 3, whether you expect them t o be pro d u c t i v e . 

THE WITNESS: The west h a l f of 2 and the east 

h a l f of 3 — 

EXAMINER EZEANYIM: Uh-huh. 

THE WITNESS: — which i s i n the proposed u n i t — 
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EXAMINER EZEANYIM: Yeah. 

THE WITNESS: — we do expect t h a t t o be 

productive because of i t s geologic p o s i t i o n a t the p o i n t 

where the beds come down steeply d i p p i n g and then t u r n t o 

f l a t — 

EXAMINER EZEANYIM: Yeah, I'm l o o k i n g a t — 

THE WITNESS: — so t h a t ' s our t a r g e t area f o r 

geologic considerations. 

And f o r the s i m i l a r reason, the areas outside of 

the proposed u n i t , which would include the east h a l f of 2 

and the west h a l f of 3, are not l i k e l y t o be pro d u c t i v e i n 

our o p i n i o n , and t h a t ' s supported by — a t l e a s t by the 

Amoco w e l l ' s poor r e s u l t s . 

EXAMINER EZEANYIM: I guess my other question 

would be, you know, t h a t bottomhole i s i n the west h a l f of 

Section 2, r i g h t ? The bottomhole i s i n the west h a l f of 2? 

The bottomhole l o c a t i o n of t h a t w e l l i s i n the west h a l f of 

2, r i g h t ? 

THE WITNESS: Yes, s i r . 

EXAMINER EZEANYIM: Okay. Let me ask you t h i s 

q uestion, because t h a t w i l l be a basis of approving t h i s 

A p p l i c a t i o n . I f you go t o the r u l e s and have Section 2 as 

your standard u n i t , what would be the — How would I ask 

t h a t question? Are there going t o be w e l l s i n v o l v e d — 

what would be — Just use Section 2 f o r example, and you 
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d r i l l t h a t w e l l t here. Under the order, -6469 or -2565, 

whichever t h a t i s going i n t h a t pool, Mancos Pool, and you 

use Section 2, what are you going t o lose by using Section 

2, combining t h i s h a l f - s e c t i o n ? 

THE WITNESS: Well, I t h i n k w e ' l l lose 

approximately h a l f t o maybe three-quarters of our 

prospective productive region, because we're expecting t h a t 

the m a j o r i t y of the productive f r a c t u r e s w i l l be p r e t t y 

much on the c e n t e r l i n e between Section 2 and Section 3. 

I t ' s u n f o r t u n a t e t h a t the geology d i d n ' t f o l l o w the 

governmental sections — 

EXAMINER EZEANYIM: Uh-huh. 

THE WITNESS: — but we f e l t l i k e t o apply these 

modern technologies t o make productive w e l l s and add t o 

product i o n from an o l d f i e l d , we had t o t r y t o maximize our 

p o s s i b i l i t y of p r o d u c t i v i t y by h i t t i n g t h a t curve. 

EXAMINER EZEANYIM: So i t ' s because of economics 

t h a t you want t o d r i l l t h a t h o r i z o n t a l w ell? 

THE WITNESS: Yes, s i r . 

Q. (By Mr. Bruce) And Mr. McConnell, these Mancos 

pools out here were discovered some 20 t o 2 5 years ago, 

were they not? 

A. I t was longer than t h a t , i t was i n the '60s. 

Q. And r e a l l y there has been very l i t t l e development 

f o r about 2 0 years out here; i s t h a t c o r r e c t ? 
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A. That i s c o r r e c t . 

Q. And so what U.S. Enercorp hopes t o do i s apply a 

l i t t l e new technology t o t h i s o l d r e s e r v o i r ? 

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

Q. And then as the Examiner c o r r e c t l y p o i n t e d out, 

t h a t Nassau Resources w e l l i s i n the west h a l f of 2, but 

t h a t was a v e r t i c a l w e l l , correct? More or less? 

A. Yes. 

Q. And so i t i s n ' t able t o — i t wasn't — or i t 

d i d n ' t t e s t any — the bend i n the formation l i k e you are 

in t e n d i n g t o t e s t ? 

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

Q. Were E x h i b i t s 7 and 8 prepared by you or under 

your supervision? 

A. Yes. 

Q. And i n your opinion i s the g r a n t i n g of t h i 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. 

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

of E x h i b i t s 7 and 8. 

EXAMINER EZEANYIM: E x h i b i t s 7 and 8 w i l l be 

admitted. 

MR. BRUCE: And I have no f u r t h e r questions of 

the witness. 
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EXAMINER EZEANYIM: Do you have any? 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Mr. McConnell, l o o k i n g a t your E x h i b i t 8, you're 

attempting t o place your bottomhole l o c a t i o n r i g h t i n the 

crook where the formation t u r n s upwards; i s t h a t c o r r e c t ? 

A. Yes. 

Q. And then you're — But you're going t o penetrate 

f a r t h e r back where the formation i s more or less f l a t ? 

A. We t h i n k we're going t o come i n t o the f o r m a t i o n 

— As you can see, there are some f a u l t s i n d i c a t e d on 

here — 

Q. Yeah. 

A. — w i t h question marks. They're i n t e r p r e t e d . 

But we're hoping t h a t the f r a c t u r i n g w i l l be pre v a l e n t from 

about the p o i n t we contact the formation, which i s probably 

a l i t t l e b i t on the eastern edge of Section 3, a l l the way 

through t o approximately where the Laguna Colorado w e l l has 

been p r o j e c t e d onto the seismic l i n e . 

Q. Okay. 

A. We — 

Q. Go ahead. 

A. We're not sure w e ' l l a c t u a l l y get t h i s long a 

l a t e r a l when i t comes t o d r i l l i n g . There's d i f f i c u l t i e s 

t r y i n g t o get the l a t e r a l t h a t long, but we wanted t o t r y 
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t o get as f a r as we could w i t h i t , and t h a t ' s what we 

proposed here. 

Q. Well, I r e a d i l y understand your p o i n t about the 

change i n grade of the beds, or change i n depth of the 

beds. At the same time, I would ask the question, then, 

since the formation appears t o be r e l a t i v e l y f l a t through 

the e n t i r e t y of Section 3, why i s i t t h a t you b e l i e v e t h a t 

the east h a l f of Section 3 w i l l c o n t r i b u t e t o the 

p r o d u c t i o n and the west h a l f of Section 3 would not? 

A. I t h i n k t h a t the c o n t r i b u t i o n , even though i t ' s 

shown as r e l a t i v e l y f l a t , the j u n c t i o n of the s l o p i n g 

f o r mation and the f l a t i s probably — we don't know e x a c t l y 

where i t i s — 

Q. Yeah. 

A. — t o be honest. But the f a u l t i n g we've proposed 

t h e r e , even though i t ' s f l a t , the f r a c t u r i n g i s l i k e l y t o 

be where we t h i n k t h a t f a u l t i n g i s o c c u r r i n g . 

Q. So the f a u l t i s — the f a u l t i n g i s the l i n e shown 

w i t h the question marks on i t , on E x h i b i t 7, r i g h t ? 

A. Yes, s i r . And there's a c t u a l l y l i t t l e arrows 

t h a t you may be able t o see, t h a t i n d i c a t e what d i r e c t i o n 

t h a t f a u l t has moved, we b e l i e v e . 

Q. So would i t be c o r r e c t , then, t o say t h a t you're 

r e l y i n g on the change i n the d i p of the beds as a t r a p p i n g 

mechanism here or — 
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A. The change i n the d i p of the beds i s a t r a p p i n g 

mechanism i n the sense t h a t t h a t ' s l i k e l y t o be where the 

f r a c t u r e s w i l l occur, and the f r a c t u r e s are where the o i l 

i s h e l d . 

Q. Yeah. 

A. They are the t r a p . 

Q. And do you t h i n k , though — the f a u l t t h a t you've 

put i n here as a question mark, would t h a t be a western 

boundary t o the area t h a t you would t h i n k would be where 

the production would be, or — What I'm t r y i n g t o get t o i s 

why you t h i n k the west h a l f would be unproductive, other 

than the r e l a t i v e l y poor performance of the Badland F l a t s 

w e l l . 

A. We b e l i e v e t h a t the f r a c t u r i n g i s probably 

o c c u r r i n g i n the bend, as I i n d i c a t e d , and t h a t — by t h a t 

same idea, t h e r e would be less f r a c t u r i n g as you got out 

i n t o the f l a t t e r s e c t i o n of the formation, out toward the 

Amoco w e l l . The r e s u l t s of the Amoco w e l l , of course, are 

not very compelling t o d r i l l out there e i t h e r , but i t ' s 

r e a l l y because of the f r a c t u r i n g . We t h i n k t h a t t h a t w i l l 

be maximized i n the bend area and — the area where we've 

shown t h i s proposed f a u l t . 

Q. Okay. I f — And you're not r e a l sure e x a c t l y 

where the s t r u c t u r e i s , then? 

A. That's c o r r e c t . 
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Q. I t ' s somewhere around the boundary between 

Section 2 and 3, but you don't know exactly? 

A. Right. I t could be a l i t t l e b i t more on the 

eastern edge of 3 or a l i t t l e b i t more on the western edge 

of 2, we're not sure. But we f e e l l i k e w i t h t h i s u n i t 

we've got our best chance of h i t t i n g t h a t f r a c t u r e d bend. 

Q. And the f a r t h e r you get away from t h a t s t r u c t u r e , 

the less j u i c e you expect t o f i n d ? 

A. That's what we are t h i n k i n g i n t h i s area. 

Q. So i f you created a standard u n i t i n — i f you 

created two standard u n i t s as a p r o j e c t area, you could do 

t h i s same w e l l , but you'd have t o share the p r o d u c t i o n w i t h 

the owners of the east h a l f of 2 and the west h a l f of 3, 

corr e c t ? 

A. Yes. 

Q. And t h a t would be k i n d of hard on your 

c o r r e l a t i v e r i g h t s i f your geologic theory i s c o r r e c t ? 

A. That's t r u e . 

MR. BRUCE: And one t h i n g , Mr. Examiner. I w i l l 

p o i n t out t h a t the — and I d i d n ' t get i n t o t h i s w i t h Mr. 

Sowell, but U.S. Enercorp has a farmout t h a t ' s coming t o 

the end w i t h McElvain O i l and Gas, and they have t o d r i l l 

t h e w e l l f a i r l y s h o r t l y . But the southeast quarter of 

Section 2 i s unleased f e d e r a l minerals, and — which Mr. 

Sowell d i d t e s t i f y t o . 
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EXAMINER BROOKS: Yes, I b e l i e v e I r e c a l l t h a t . 

MR. BRUCE: And so as you know, you can't f o r c e 

pool the f e d e r a l government — 

EXAMINER BROOKS: That's t r u e . 

MR. BRUCE: — e t cetera, e t cetera, and i t also 

leads t o issues regarding i f they make a good w e l l , then 

somebody could go out and buy t h a t lease a f t e r seeing 

what's happened, e t cetera. So t h a t ' s an issue too. 

EXAMINER BROOKS: Okay, t h a t ' s a l l I have. 

EXAMINATION 

BY EXAMINER EZEANYIM: 

Q. Yeah, geology alone i s not very convincing t o me. 

I would have p r e f e r r e d there are some c a l c u l a t i o n s done 

here t o prove t h a t what you are t r y i n g t o do i s going t o — 

even more production. So I would l i k e t o see some 

r e s e r v o i r engineering c a l c u l a t i o n s . You have some o f f s e t 

w e l l s t h e r e on 3 and 2 t h a t could have given you some 

i n f o r m a t i o n . 

Of course, you should — w i t h your geology, you 

know the p o r o s i t y and everything. You could do some 

c a l c u l a t i o n s t o demonstrate t h a t what you are doing i s 

going t o be p r o f i t a b l e . You know, you are — r i g h t now, i f 

I understand what you said c o r r e c t l y from geology, so I 

don't know whether d i v i d i n g those two w i l l y i e l d t he 

des i r e d r e s u l t s t h a t you wanted unless you have a 
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c a l c u l a t i o n t o back t h a t up. I mean, t h a t ' s my f e e l i n g . I 

don't know how you f e e l about i t . 

A. Well, geology i s an inexact science, but t h i s i s 

our best estimate of the geologic s e t t i n g , and t h i s u n i t 

would give us the best way t o t e s t t h a t idea. The 

c a l c u l a t i o n s you're r e f e r r i n g t o , I'm not q u i t e sure what 

else we can add t o the concept we've come up w i t h . 

We do have t h i s seismic l i n e Cuba 2, which i s the 

basis f o r t h i s cross-section, and i t shows b a s i c a l l y the 

same t h i n g as we've gone through w i t h the c r o s s - s e c t i o n , 

where the bend i s . So loc a t i o n w i s e , the bend — we're 

p r e t t y close. I t ' s somewhere along the boundary l i n e 

between Section 2 and Section 3. 

So the only way t o penetrate t h a t bend p o s i t i o n 

i s t o create a u n i t t h a t doesn't f o l l o w the governmental 

se c t i o n s . That's r e a l l y the only way t o t e s t i t a t t h i s 

l o c a t i o n . 

Now we're not experts a t t h i s y e t , but we have 

d r i l l e d another w e l l on t h i s type of idea, and i t i s 

working. So i t ' s new t o the area, the area r e a l l y hasn't 

had much a c t i v i t y i n a long time, and we'd l i k e t o come i n 

and employ new technology as f a r as l a t e r a l d r i l l i n g . But 

we need t o do i t where we t h i n k we have our best shot. 

Q. You are also asking f o r approval of the 

nonstandard l o c a t i o n , correct? 
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A. Yes, s i r . 

MR. BRUCE: That's c o r r e c t , Mr. — 

Q. (By Examiner Ezeanyim) And t h a t includes the 

terminus and the — I don't know where i s the p e n e t r a t i o n 

p o i n t of t h i s one. 

MR. BRUCE: Well, both the surface l o c a t i o n and 

the terminus proposed terminus are unorthodox, both of 

them. 

EXAMINER EZEANYIM: I don't r e a l l y care about the 

surface, but I care about where the — where t h a t w i l l 

p enetrate the formation. 

MR. BRUCE: And t h a t ' s — and I t h i n k Mr. 

McConnell can address t h a t . I t ' s — where i t penetrates 

the Mancos — 

EXAMINER EZEANYIM: Yeah. 

MR. BRUCE: — might be a l i t t l e — where you 

f i r s t penetrate the Mancos might be a l i t t l e u n c e r t a i n 

u n t i l you get down there and s t a r t d r i l l i n g . 

EXAMINER EZEANYIM: Well, yeah, i t ' s okay, I 

needed t o know where i t i s . You are asking f o r those t o be 

approved too, so — 

MR. BRUCE: Yes. 

EXAMINER EZEANYIM: — I t h i n k you have done your 

n o t i f i c a t i o n requirements, but I wanted t o know where i t 

penetrated i t , because bottomhole l o c a t i o n i s — 
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THE WITNESS: Right, the p e n e t r a t i o n p o i n t f o r 

the Gallup w i l l be f u r t h e r east than the surface l o c a t i o n . 

EXAMINER EZEANYIM: Oh, okay. 

THE WITNESS: Where i t ' s going t o be, as Mr. 

Bruce s a i d , we don't know u n t i l we a c t u a l l y get t h e r e . We 

a c t u a l l y have t o s o r t of manually d r i v e the d i r e c t i o n a l , t o 

h i t the formation. But i t w i l l be f u r t h e r east, as i s 

i n d i c a t e d on the cross-section, than the — 

EXAMINER EZEANYIM: Yeah. 

THE WITNESS: — surface l o c a t i o n . 

EXAMINER EZEANYIM: And you — the n o t i c e 

requirement, a l l the n o t i c e s , r i g h t ? 

MR. BRUCE: Yes, s i r . 

EXAMINER EZEANYIM: Okay. Anything f u r t h e r ? 

EXAMINER BROOKS: Nothing f u r t h e r . 

EXAMINER EZEANYIM: Anything? 

MR. BRUCE: Nothing f u r t h e r , thank you. 

THE WITNESS: Thank you. 

EXAMINER EZEANYIM: Well, i f nothing f u r t h e r , 

Case Number 13,951 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

10:07 a.m.) 

. u -.rtify that th« foregoing is 
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