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| | ,. MR. RAMEY: ° The hearing will
come to order. ' ' .

e'll call flrst thls afternoon

- two Cases; whlch I understand are to be consolldated. Those

are Cases 8030 and 8063.

_MR. PEARCE: Case 8030 is on

. the appllcatlon of Samuel Gary 011 Producers, Inc. for-a new

pool creatlonaand spec1al pool rules, - Sandoval County, NeQ
Mexico. -

Case 8063 is -on the application
of Chamclln Petroleum Company for creatlon of a new o0il pool
and’ spec1al pool rules, Sandoval County, New Mexico.
R.~yBAMEY: May I have appear-
ances at tﬁié time? |

MR. KFLLAHIN‘ If the Commis~-
sion. pleése, my name is Tcm Kellahln. I m an attorney in
Séhta ge,i New Mexlco, and I'm appearlng on behalf of Samuel
Gary 011 Producers, Inc. |
_ ‘ | | 1 -will have two ~witnesse 'to
testify. | |

MR. 'CARR}4 May it please the
Ccmm1551on, my name is William F. ‘Cafr; w1th the law flrm
Campbell, Byrd, and Black P A., of Santa Fe, appearlng on
bphalf of Champlin 011 Company. - |

I have_three wltnesses°

MR. PEARCE: Are there other
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appearances in this matter?

. Could@ I ask all the prospective

- witnesses to rise at this time, please?

(Witnesses sworn.)

MR. RAMEY: If you're ready, I .
am.
'MR. KELLAHIN: All right, sir.

Mr. Chairman, Samuel Gary 0il

‘"Producers prbposes the creatioﬁ.of a -new oil pool that pro-

duces out of'the Niobrara member of the Mancos formation.
We believe that this’ Niobrara

section, pay section, ‘'is not unlike the Mancos Pool which

you created for Jerome P;'MCHugh recently, and will be simi-

lar to the pool that Mr. AI'Greer operates in the West Puer-

_ to_Chiquito4Mancos.

The proposed pbol area is ' de-
fined on severél of the éxhibits and Exhibit A shows you the
proposed outer boundary éontaining some fifteen sections for
the proposed pool. |
o The pool is lécated inlMcKinley-

County == .1'm sorry, Sandoval County, New Mexico. This is a

~ location legend showing you that it's on the edge of McKin-

'léyICouhiy,‘;just}iﬁ“Sahdoval County. This is several miles

to the south of the Mancbs 0il Pool.

There are several, four, at

S |
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least, one, two, three, four wells that are flxed on the
cross section which the'experts will discuss. We belleve .

that the evideﬁce will demonstrate and show to you that at

" least for a temporary period of ohefyear the best way to

start the debelopment and'expansion of the pool is on a ba-
sis whereby there is only one well 1n each 320 acres.
This Samuel Gary Well 11 -16 is

a very'good Well and with the evidence we'11 demonstrate to

‘'you. the engineering calculations .conducted with regards to

thetproductivity,of that‘well,, and we believe the evidence

will.;aemonstrate to}youithat based upon the quality of per-

tformanCe.'of that-well that one well ought to at least be

able to drain and’ develop 320 acres.
belleve that  the evidence

wili show and demonstrate to you that at the conc1u31on of

our case, that- you 11 be persuaded that the most. effective

~and efficient method is one well for 320 acres and that if

we' develop the . pool on 160 acre spa01ng it may result in the

drllllng of wells that are unnecessary.’

Samuel Gary proposes certain

special pool fules and ;1have taken out of the application

and”xeroxed a ‘copy of the épecific pool ruiestthat'they pro-
pose to establish ‘for the pool.

The principal rule, obviously,

"is the one well in 320 acres.

In addition, the experts will

discuss the proposed well locations within a'prorationvor.
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‘monstrate to you that we

8

'spaciﬁg‘unit, it being'the request of Samuel Gary that the

first wgllf in. any section would either be located in the

northwest quérterxér the éoutheast qdarter of a sectionb

The operator would have the op-

“tion, then, .to dedicate whiéhéve;'additional 160 to the

first 160'to fqrmia 320. th could be a laydown; a stand .up,

south half, north half, the first well in the section would

veétablish“ the pattern and the secohd‘well in the section

would have to go to the alternate lodation,}the.reason being
that the evidence, We'think, will demonstrate that withouf

this”kihd of requirement in the pooling rules, that even if

.tbere»is only one well on. 320 acres, if the operator had the

option:jto-drill in any 160, it would create the possible

situation’ where ' you would have de facto spacing on 160's,

and the whole point in the first yeaf,‘we believe the testi-

mony-will show, " is that it is better to develop the pool by

moving the wells épart in that first year and then coming

back after the first year and hopefully with the additional

'"testimonyiand‘évidence and data that will be develdpedl per-

suade you and convince you to make those rules permanent.

The evidence will further. de-
believe there is a reasonable al-

lowable to bé established on 320 acres. We believe that al-

;owble_to be 320 barrels bf oil per day and 160 Mcf of gas a

day. Our engineering witness will talk to you about, in de-

.téil, his reasons and justifications for the special rules,

and “itisis:our hope and belieffthat after you've heard our
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testlmony, that you 11 grant our appllcatlon.-

L Thank you.

?‘V 'MR. CARR:‘ May it please the
Commission;vChamplin'comés beforé you today with an applica-~

tion seeking 160-acre spacin§ in the proposed pool, and also

. proposes ~specia1 well location fequirements‘that'would re-

quire 330 foot setback from the outside bounaary of any
spacing or pforation unit. -
| Ve believe that the evidence

presented here today w111 show that -the' application of-

‘Champlin is’ the appxoprlate approach for the Commission to

take .because.lt will provide needed flexibility to develop

this accumulation in a prudent and responsible and economic

fgshion.
We éiso believe the evidence
willk shbw that theiprdpﬁsal of Mr. 'Gary, with the presént
déﬁicationvof ééféage in £hié3area, hés the effect of spac-
ing Champlin out of thls pool and will 1mpa1r thelr correla-

tive rlghts..

MR, RAMEY: Thank you, ‘Mf.4

Carr.

MR. - CARR There 's one point,

;initially, ‘for clarification, it ‘was my understandlng that
‘the way the appllcatlon read that was f11ed by Champlln, I'm

sorry, by Mr. Gary, and I don t have a copy of .that appllca—

tion .before me, debcrlbed the acreage slightly different

than deplcted on the plat that Mr. Kellahin has put on the




10
11
12
13
.14

15

16

17

18 -

19

20

21

22

23

24

25

10

jwali.

It was not clear to me .whether

we were talking about Seétion 18 orféection 8. We attempted

to propose rules. for the same aréa and consequently, our ex-

hibits will show that wé'wefé pi¢king'ﬁ§ Section 8 and de-
leting.Sectién 1é,_és Shéwn onfthé map, and ‘it. is our inten-
tion to,.pfopose rules for the séme-areévthaﬁ are  inc1udéd
within tﬁe,épplication of Mr. Géry, and>therefore,-wevwou1d
like.to aﬁend ouf appiicationfto conform with this area and
ask that dﬁr'exhiﬁit, wﬂich ha§e a différépt outline of the
area of interést, be amendgd by reference;.'because .we're
talking abéut ﬁhe same area. |

'MR.  KELLAHIN: Mr. Chairman, I

believe there is a.typographical=éfr6r in“fhe',application

and subsequently picked up the wrong section.

I would'also seek at this time,

then, to correct the rec?rd to shngthét notwithstanding the

application, we don't seek the inclusioh‘ of Section 8.

There»ishduld haVe.been?a one in front of the eight. We

intended to describe Section 18. I think we're all talking

about fhe;.same “thing in here. It's & ‘mihor error, I
believe, and’ éverybodyfs willing to proceed based upon the

outline‘df the proposed area'as we 've defined it on Exhibit

_Ac

. MR.  RAMEY: I  think  the

townships and ranges are advertised properly so I don't see

any problem with what you're trying to do. You're both in
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agreement. -

MR. KELLAHIN: Mr. Chairman, my

first witness is Fred Haddenhorst. Mr. ‘Haddenhorst spells -

his name H-A—D-D-E—N»H—OeRfS#T: Mr. Haddenhorst is- a petro-

leum engineer residing 1@ Denver, or‘Inglewdod, Colorado.,

FRED A. HADDENHORST,

being calléd . as a witness and being duly sworn upon his

‘oath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. KﬁLLAHIN:. | o
| Q - Mr. Haddenhorst, fof the recofa‘would youA
pleaselstatglyour;namé‘aﬁd oCcupaﬁion?

A - ' jMy-name is Fred Haddenhorst and my occu-

pation is consulting engineer.

0 ' ‘Mr. Haddenhorst, have you previously tes-
tified before the 0il Conservation Division of New Mexico?
A ;f "I have not.

Q T oAl right,.sir, leﬁ,me askfyou some ques-

-tions about,ydur background and experience.

Would- you commence by teliing: us when
and-where_you_obtained.yéuf degree?

AT I gr%duated from the University of Wyom-

' ing‘in 1950 with a degféﬁfin genefai.engineering with-petro'

leum option.

Qo 41 A1l right, sir,'and'WEAt was:that yvear?
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A 1950,

Q - . Subsequent to graduation in 1950, Mr.

Haddenhorev, ‘have you worked as a petroleum engineer in New

’Mexlco, Colorado, ’I‘e.:a(as'>

A My primary'experience has been in the

Rocky Mountain Region and California.

Q, . Where are you curréntgy residing, Mr.
Hadaenporgt?5. - .
| A »‘ .. Denver, Colbrado.

Q:~g ,‘ “And as a consultant are you currently ém—

ployed by the appllcant Samuel Gary 0il Producers, Inc.?

A . Yes, I am. _
Q. '4. .And what was tﬁeTpurpOSé of\that' employ-
ment? | N |
. %;A_" co ‘The purpose of. that employment was to be-

come 'familiar w1th this fleld that Gary has acquired from

- Lewis Ehergy, and partlcularly from-a reservoxr englneerlng

’ aspect,-és that's my prlmary backgroundm

‘Q ' Tell us something about your background
as a reservoir englneer, Mr. Haddenhorst..

A ] 1 ‘started out with Mobil in 1953 and
worked eleven years for Mobll, prlnarlly as a reserv01r en-
gineer and a reservoir engineering superv1sor.

‘I then consulted for three years and
ended. up going to work fullvtimé fof what was then Samuel
Gory 0il Producer; worked for:theh primarily in reservoir

engineering = and | production-engineering and at the end of
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'<thifteén: yéa;s L:tgrminated my employment with them and was

.Viq¢~PreSidénthf Production at that time.

<

'_Q‘- o Now the area involved,in your employment

‘with Samuel Gary 0il Producers includes the area involved in

this appliéation?

A Does now; not when I was an employee of

 Samuel Gary.

Q :, "~ Your current employment as a consultant

“involves this area.

A - Yes.,.

Q ‘ Does it involve ahy bther areas?

A '~ Not at the'preéent time. _

o) 'All right, sir. Within the area of

concern, what direétly have you done with regards to your

analysis of the reservoir?

A ' "I started last September reviewing the
information thatAGary had secured from Lewis Energy on the

weils drilled in this area and subsequent to7that. I have

fspeht a good deal of time going through field documents,
geological information, engineering informétion, to acquaint

.myself with this reservoir.

'Q. . ’How many.wells iﬁ the genefal area have
been involved in your review éhd'analysis?
A Ten to fifteen.
MR. KELLAHIN: We  tender Mr.
Haddénhorstﬁéé an expert petroleum'angineéf. |

MR. RAMEY: He is so qualified,
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Mr. Kellahin.

c ©° . MR.” KELLAHIN: I have reduced

éopies‘_,f the’larger exhibits which may be helpful in the

event you d951re o make notes as you follow the testimony.

'We have two exhlblts as 1nd1cated ‘on the wall

AMr. Haddenhorst, you can elther

~speak from the reduced copies of the exhlblts in -front of

»you or you maj approach the exhibits on- the wall, whichever

you feel;more comfortable in doing.

Q o Let me have you'first_commence by looking

"~ at what we've identified as Exhibit Number A, = or Letter A,

and . directing your attention to that portion of the exhibit

in the: upper righthand side‘of the exhibit, and have you

identify for me what is . contained i’-n't-'hat.po‘rtion~ of the

plat,;

A X That portion oﬁ’the élat shows the pro-

posed fifteen section spaced area,. together with the loca-

tion - of the wellsjdrilled within.that,area.with one excep-
tion, and‘ Iid' like to poiﬁt out at'this time that in the
horthwest northwe%t of Sectlon 14 there is a locatlon shown,
and :that wgll subsequent to the preparatign of these exhi-
bifszhas‘been drilléd but has not YQt been completed.

o | However we do have electrlc logs on the

well and can show .that 1t correlates w1th the Cross section

presepted Qn.thls exhibit.

Ko} . Let's take that portion of the ‘exhibit.

and see if we can't use some identifications for wells so




10

11

12

13

14

15
16
17
18

19

20

.21

22

23

24

25

that we can follow you in your testimony.

T N¥" is located --

well. - What is that?

“as San Isidro 15-4.

A that‘well?

. about the wells, I will use those well numbers.

15

Beginning over 'in ‘Section 15 where the

- A ‘ Yes.

Q. -- would you identify for us either a

letter-number of a letter or a number ﬁhat will locate that
A v That well is shown on the éross "section
o - That's the 15-4. All right, sir, and as

you . move - ﬁO'the~east or to the right of the cross section

line, in Section 14 the well location is now what?

A 14-4, That's'fhe one that has just beén
drilled. |
Q © That's 14-2.
A ' Correct.
Q . Up in the,éoutheast corner of Section 11,

then; pfoceeding on to the right, what's the well number for

A The sén Isidro 11-16.
o -~ All fight, sir, and the_last well, up.
where it's X' in_éection Nb. 1. |
A ‘ o - That's the San Isidro 1-16.

- Q All right, sir. When I ask you questions

Contained within the fifteen section area

) o . o .
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the ,perosed initialAboundéry for this pool; what is the

formation‘ﬁhap'&du'propose to dedicate -to the pool?

‘;A ':'o“ 'It's the Gallup producing interval of the

| Niobrara.

Q S I '.refe'rréa in my opening statements to

thefmaocos. ) What 'is the dlfference, if any, between the

Gallup and the Mancos’

A N It's my understandlng that the Gallup is

an 1nterva1 in tho Mancos.
| 0 And so when ‘we talk about the Nlobrara

member ofothefMancos, or we talk;about the Nlobpara being a
portion oflthe Galiup, Wé're;talking about the same Niobra-
ra. |

‘A »l oThat'sicorrect.

0 _All,:ight."What ié indicated on the piat

by the sections or-portions of sections that are shaded in

,§ellow?A

A C Thé’sectioﬁ§ or portions of sections that
are ohaded yellow denote the acrcage that Gary either owns
or on whlch Gary has operatlng rlghts, and thls acreage com-
prlses approx1mate1y 75 percent of the acreage within the
proposed spaced area.

0 What is the 51gn1ficance of the area that

'1s not shaded within the boundary of the proposed pool’

‘A That's acreage that Gary does not own or

~ control:

0 And there's a legeﬁd identifying by lease
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number'and'below the lease number are various names of indi-
viduals and companies. What does that mean?

A ' -Those are the companies from which Gary

" Energy secured the operating rights.

:‘=Q:' : {}: All right, and if.there is a lease number

”the:e that cbrréspbnds to a white area on the plat, that

would show ‘the various working interest, or at least an in-

dication of who the working interest and/or operators might

be for that portion of that séction._

A That ié,correcﬁ.

Q _ All right, sir. 1I'd like you to outline
for me, Mr; Haddenhorst, at fhis pdint what you, as the re-
servoir enginéer fpf the applicant; probbse to accomplisﬁ
with this applicatioh in terms of special pool rules.

| ?i:st of all;.'defining for me what 'you
anticipate"ﬁoﬁld be the vertical limits of the proposed
pool. |

A o The proposed pool would take in thé;pro—

" ducing intervals in the Gallup, incluéing the Gallup A, B,

C, and-D, where pfesent.

"Q : Ail right;- sir, now Qith fegards-to spe-
cilal fiéld rules for the pool there are a number of them
listed'on.the summary of'appli'cation° »Let‘s go to the first
proposgd,rule:and~tq the lower riqhthand portion of Ekhibit
A véhd have you'explain thé reasoning behind your request
for the well location pattern. | |

A We propose the wells to be.locéted in the
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northwest quarter or the southeast quarter of each section,
and wmthln each quarter sectlon we propose that the operator

have' the optlon of locating a well in the center of any one

- .of the 40~acre quarter quarter sectlons.

‘:The_ thlnklng behlnd this is_<twofold.

%'Flrst, ‘that "in attemptlng to trace what we belleve is ==

could be a falrly exten51ve fracture system, this glves some
flex1b111ty 1n determlnlng the locatlons. _
| o tThe other thought being that if at some
point ,inrvtime a Spacing different from 320 acres‘ is' re-
quired that 1f the wells are located in the centers cf the
fortles it would create less spac1ng problem.
Q .- -Let me aek_you somesquestlons about. your

opinion as a.reservoir engineer, about the reservoir mechan-

.ics that you anticipate encountering in this Niobrara reser-

_ voir.. What kindiof reservoir is it and how do you expect it

to functicn?’

A " The reserVoir,"frcm the information we
haVei developed[ is a very tight sandstone and shale inter-.
bedded.intervals, low porosity, low permeahility, with some

vertical fracturing evident in the core that we took, and it

‘is an’.undersaturated solution gas drive reservoir, from the

information that we have now.

Q ) Discuss for me- generally how the reser-

voir would produce through the secondary and primary frac~-

ture system_as you ant1c1patevencounter1ng it in. the pool.

A Would you c¢larify that? When you say how
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would we produce -~-

Q-  Yes, sir..
A ';""‘lthrough’-what:do you mean?
Q{».v__ _ How would a well react in the pool if it

is drllled 1n an area and does not encounter a major frac-

B4

ture 1n the fracture system, as opposed to a well that en-
counters only a secondary fracture or a well that perhaps

doesn t 'encounter any fracture at all that connects it with

_the fracture system°

Acf*.* If‘e well encounters_no significant frac-
tures, it's "going to‘be a Very_low-rate‘ producer, and I .
think this:is‘rather obviousibecause the'formatiOn has_Very
low permeability: uIt's tighthénd therefore-we're looking at
a’ well that's probably g01ng to produce at -an 1nit1a1 rate
of lO barrels a day or less.
Now, if it does encounter some vertical
fracturlng,. we chn,-look-at'initialirates.probebly in the
range of 20 to éorbarrels of-oil per aay.‘

"If it encounters a SLgnlflcant 'fracture,

‘such as we. have w1th the 11- 16, the produ01ng rates are

large, in excess - capac1ty ln‘excess‘oflsob barrels a day.
| ) Let's -- I will come back with the geolo-
glst‘and spendisome time on the crossusection and thé struc-
ture map,:'ﬁrk Haddenhorst but let me have you identify for

the moment the structure map in the upper lefthand sxde of

" Exhibit ‘A, and_ask you about the line oﬁ cross section and

how-it'correeponds_to'the plat on the lower side of the ex-—
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hibit.

t A | _f,fhé cross séction_line labeled X~X' cor-
fesponds .to‘thg érbss settion shown directly below it with
the weStern end -of the Cross. sectlon belng 15-4 and the
eastern end being 1~ 16 .

- Q ’i :t»:i That portlon of the exhibit that _shows

the cross section,. the‘second well from the left says pro-

 posed Tocation =-

A f-,: : _Yéé, sir,
‘Q'Ef - -- we now have the log on that, do we .
hqtév | | | |
o ,A" . Z ‘That is correct,
Q 3 All rlght, sir. Let's gé then to Eﬁhibit

B, Mr. Haddenhorst. Let me ask.ydu at ‘this point, Mr. Had-

denhorst, 1if as a reservoir engineer you have reached an

“opinion as to whether 6ne well spaced upon 320 acres, no

more than éqe weIi to each 320 acres, can adequately and ef-

 fectively develop the 320'écres.

A , If a well encounters a ‘major fracture

System, such as the 11~ 16 did, '1t certalnly;will drain at

least 3?0 acres.

0 ‘ | Are you.familiaf Qitﬁ the West ,Lindrith
Gallup Pobl, _the West Puerto Chlqulto Mancos Pool, and some
of those other Nlobrara producing pools in northwestern New
Mex1co? ) |

A Yes, in a.general way I am with the in-

formation I've been able to acquire.
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a0 " Have youtf- i'd like for you to describe
at thls point exact}y what you ve done as.a reéervoir en-
gloeer to support your concluSLOn that you belleve that one
'wéll can;effectlvely andg efficiently;draln 329 acres.

A . - I have reviewed in considerable detail

* the testihohy >that was preSented on West Puerto Chiquito
~1Fieid,; whlch obv1oua1y has -a very exten51ve fracture system
."ahd .1 thlnk the ev1dence there is conclu51ve that those'

‘wells will draln a large ‘area.

;I ‘have analyzed the pressure bulld-up
data that we took on the 11 -16 - and made some calculatlons of

the theoretlcal drainage .area of thls reservoir based on

that pressUre information, and 1t certalnly would drain at

Vleast 320 acres based on that 1nformat10n.

_Qv‘ i “All rlght,_81r, let's go through your an-
alysis, then, of what you've done as a reservoir engineer to
reachrthqt'conclu51on, commenolng»flrstuof_all with the PDT
summary at tﬁé too center of-Ekhibit B and havé you general-
iy supmarize what that purports to ohowg. ‘

A : r,} We sampied,"cary sampled the 11-16 Well
Novemberllst; 1983. We'éid this‘torsecure>information as to
reservoir  f1uid propertiés.as soon as éossible after the

well was put on production. The significance of the ihform—.

ation -on this exhibit, I think, can be summarized in three

main points.
First of all, that we measured a satura-

tion pressure at a bubble point-for'this crude oil of 1037
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, psi,__The»iﬁitial static reeervoir’pressure in this well was

- 1265  psi. So the reservoxr is approximately 240 pounds

above bubble p01nt.v
We measured the formatlon volume factor
and the v150051ty of the crude 011 and of course the forma-

tlon volume factor is used in any 011 in place’ calculatlons.'

.The solutlon qas/011 ratioc was measured 80 that we know. what
vthe 'qgs 1n solutlon is when we're produc1ng the wells and

.‘:measuripgﬁ‘the gas,- and the solution gas/oil ratio was 340

cubic¢ feet 'per barrel.- The oil viscosity at reservoir con-

.ditioﬁs‘was .9 centipoise and it's not’ shown on thls table,

,but the API grav1ty of crude 011 is 41 degrees.

Qf3 ,fIs this a portion- of- the standard en-

: gineering calculatlons and data necessary from which to make

a calculatlon of the oil in place?

A : Yes, it isoz These, you need the PDT pro-

perties of your crude oil-ih}order-to make  any meaningful

‘ 17 ‘fmateriai'balance calculations;_

Q o All rlght/- sir, let's go then to that

portion . of the exhlblt just below the first block, -that's

 céptioned Estlmated_Prlmary»Recovery versus Well §8pacing,

'_and'have'you describe what ybu've done there.

A ~ This portion of thé exhibit was developed_

to show the 011 Jn place that we can ant1c1pate within thls

area, maklng certain assumptlons., The assumptlons ‘are aver-
‘age net pay of eight feet and this comes from the analysis

. of ‘the logs. We find that the pay intervals are thin and




.'10

11

12

13 -

14

15 -

16

17

18

19

20

21

22

23

24

25

23

. they're tight. Connate water saturation of 25  percent.

Formation volume factor of 1.22, .which was = measured. And
then we. took a look at what primary recovery could be ex-
pected using two cases.

First, an’average solution gas drive re--

.covery from a reservoir with -- that does. have ~good reservir

propert;esﬂ or reasonable reservoir propertles of about 15
percent.
\ 0 R All right}:let me interrupt you for a mo-

ment. I want to have you explain to us the average solution

-drive prifary ' Fecovery number of 15 percent.. Is it ' your
‘opinion ‘that this Niobrara Pool is what -is characterized as

an average solution drive reservoir?

N

A ..tNo,. No.

o -~ All right, is it above.average or~beiow
average?- | |

A : ; It's belon”average;

Q o A typlcal solutlon gas driVe reservoir

would have what factors that are dlfferent from the factors

'that you have encountered in this Nlobrara reservoir?

A . ' Typical solution ‘gas drive resefvoir
would have moreb porosity than we're deallng w1th here.
We're doallng w1th porosity in the range of four. to six per—
cent and solutlon gas drlve reserv01rs, where you're expect—

1ng reasonable recovery, ordlnarlly would have por051tles at

least in the ten to fifteen percent range.

0 | All right, sir. You said you've got a
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second case study under primary recovery that says Puerto

Chiquitb estimated .six percent. FWhét“ié the ‘purpoéé of
that? o | N

‘>A - In, at léést from the information that we
have right now, éur reservoir could be similér to .Puerto

Chiquito, West Puerto Chiquitq,- and Mr. Greer, in his .work

there, concluded that primary recovery, excluding gas cap

expdﬁéibn, énd_gravity drainage, would be approximately six
percent; and looking at some of the other-reservoifs in the

area, "I think that ‘this is the reasonable recovery factor

'foﬁfthig type of reservoir.

@ 7 Are you familiar with the percentage re-
covery. factor testified to by Mr. John Roe, the petroleum
éngineer for Dugan Production Company‘in the spacing case in

November of 1983, concerning the Jerome McHugh application

for 320-acre spacing in the Mancos Oii Pool?

A ' Yes, I believe he used five peréent.

o a1 right, sir. . Allhfight,, continue,
then, with an analysis for us of this block of .information
concerqing the primary recovery per well,

A Using the two recoVefy factors previously
mentioned, we took at look at recovery for a reservoir with
six percent, eiqht percent, and ten percent porosiiyvversué

well spacing, and as can be seen from this table, at the re-

servoir porosities that we are anticipating, that even with

fifteen percent primary recovery Qn-lso—acre spacing, recov-
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Q v A1l right, let me remember ‘what the poro-

;_sity'number is. What do. you antLCLpate to be the por051ty°

‘A - . our por051ty that we sée from the logs'

f'and the core ana1y51s, will be somewhat ]ess than 6 percent,

' Q'_  Ev'A11 right. S0 the case study that repre-'
Sente in_yeur‘epinion the most - reasonable primary recovery
asshmptions would be tﬁe'firsﬁ line'oflinfofmatioh correlat-
lng to the average porOSLty 6 percent and going across and.
show1ng the recovery per well in barrels of oil at the va—-
r%ouS'ecreeqe numbersf ~
| i A ff—“That is correct. -

. ’Q 'if All rlght, aﬁd when you get to 160-acre

"spa01ng you ant1c1pate a recovery number of somethlng less

than 55 000 barrels of oil.

S A - i' That is cofrecﬁ._ ' )
‘ﬁQt : _e' ‘All righti-sir. What happens under Table
2?» P oo T T . ‘
A ,” - jﬁhder'fab1e-2:we havefpreeehtedvthe'same

information in terme of poroéity and ﬁeed ehA_oil recovery
feeﬁo: of 6 percent instead eflfifteén percent.

- Q". llyf All righty? the ohlyﬁthenge then between
Table 1 and Tab1e 2'is that‘in'Teble:Q‘yeh;ve used the 6
percent recovery factof that'yoq'believe‘ ﬁofefclqsely ap=-
proximates'Whatvwill happen in this reserﬁoifa_ |

A _That is‘cefrectot |

Q‘- U fAll.right;' sir{;end following the 6 per-

cent line, the top line across the table, what happens at
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A At 160~aére.5paqing the recovery is just
sllghtly more than 22, OOO barrels,
Q’ ) - In your oplnlon can thls pool be ade-.

quatély and effectively developed at an economlc profit' to

fhe operators at 160~acre‘spacing?

A No..

0 <" ' Let's go through the economic analysis,

then, and have you ‘tell us how you support that' oplnlon.

» A7 ' To develop 1nformat10n on the economics

=‘1n thls area, we made the follow1ng assumptlons-'

Flrst, a completed well cost of 5450 000,

. j.'fan annual decllne rate of 15 percent per year; a crude oil
13 |

prlce of $30 OO per barrel escalating at,8 percentﬁ after

two years, ~1oca1 taxes at’ 8 percent of gross revenue; oper-

‘atlng costs of $2000 per well month.

Using these assumptlons and varylng the
iﬁitiéi we11 rate,  we calculated gross oil recovery and the
economics of driliinéva well with tﬁese assumptions.

This shows fthaﬁ‘.if a well starts out
m#king'ZSO barrels a month, or about 8 barrels a day, that
it ﬁas no.chance of'paying ouﬁ, ‘and that you_must get up to
over 20 barrels a day, 26 barrels a day}'actﬁally,_to where
a well w111 pay out and make even a small proflt

Q . Tell me somethlng about the Well 11-16 1n

terms of -its initial potgntlals, somethlng~about its hisg-

tory, and its'current prodﬂctiod rates; some general inform-
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atiqﬁ then about Well 11-16.

A This well was drilled down to the top of

- the Gallup C interval and it -- the casing, 7-inch casing

‘was set  on it on top above the Galiup, and the well was

drilled then with air, and the Well blew out after it  had
penetrated apprbximately four to six feet of the Gallup .C.

Q. _ All right, 1let me ask you this. Why

would you dfill a well like this with air?

A To protect the formation from damage due
to the mud;. Every effort has to_be'made to keeep from dam-

agin§ the formation, which appears to be susceptible to mud

| damage,: aﬁd also,. when you are in an area such as this, and
particularly the‘Weil 11-16, ahd you're looking at a well

jdevélopgd’fracﬁgre system, there's considerable risk of lost

circulation and damaging the well with lost circulation ma-

terial, also.

Q. All right, drilling with air, then, you
encountered --.what happened?
A Well, acﬁually‘ it was air and -- it's

.called mist drilling, but basiéaily it is air drilling, and

“when they drilled into the Gallup C interval, approximatelyA'

four to_éifoeet, the bit torqued hp and the well started tb
blowbu_t° | | | | ’ | |
0 ‘ All riéht, what is that antindicatidn'to
you as an‘angineer? A
A Weil, ii's_an indiéation that they hit an

interval with,very hiéhvpermeability or producing capacity
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‘because the well was flowing oil té the surface and had to

be killed with oil to control.
_Qi' o ~Is. that an 1nd1catlon to you that the |

wellbore has encountered one of the prlmary fractures within

‘the fracture system?

A - Yes, that's my bellef,”‘that it did en-
counter é 51zeable fracture system. |

Q ‘_ | } ~ When was the well completed?

A ‘4-'_M 1t was completed 'in the latter part vbf
October, ;I;béliéve, because.we sampled it the first of No-
vembéf. A‘ - l |
| | ‘Now this i; 1982.

Bight;"

:'This is a;?eéeht well.
‘ ¥§5;{vefy §ecent.v A

What kind of production tests were ~con-

om0 ». O

: ductéd‘dn~théﬂwell‘and whaﬁ;were the results of those tests?

A ' We conducted a flowing test prior to sam-

-pling £he well and then shut.th¢ we11 in for a build-up, and

based upon this information, as 1 mentioned previously, the

reservoir statib pressure ;s 1265 psi and’tﬁe well flowed af
a rate of 460 barrels-éfvéil.per day with 1less than 50
pounds"drawdown, . R |

B ,:Qv .i‘_- Do yod have an dbinion basad:upbh AYOur‘

/

study of the englneerlng propertles of thls reservoir why,‘

l

that would not.be an 1nd1¢at10n that this 15 a reservoir

that cbuI& be7developed.on closer spacing ihqn 320 acres?
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A Would youirestatefthat qoestion -
iQ “ : Yes,'sir.' | '
A  -- for me, please°
0 'Based upon ‘the product1v1ty of this well,

what' causes you to belleve that thls spac1ng for the areav

around, this’:well ‘this immediate area, .ought not to be
closer.than‘320'acres? It seems to me like a-well that pro-
duces 460 barrels a day is a pretty good well.

"AfA .- It is a'goodlwellkhut‘based upon the pro-

perties of this reéservoir and the information 1. previously
presented in terms of oil in place, a-well has to drain " a
‘wider .area’ to recover economic amounts of oil, and this

o 'Awell,'based;upon the analysis"of:the:pressure build—dp curve
3. : = . ‘ e .

is draining a large area.

:~Q | ‘gjf_ : *‘Haddenhorst;_‘what do you ant1c1pate

the costs of an average well completed in thls Nlobrara for-

matlon?.

E A . - A cost that we have ‘used. here of $450,000
is the cost that we re looklng at rlght now. ’Ultlmately, if
development contlnued in there, as'we learn more about it,

these» costs’~may'drop some,f'but these wells are costly to

drill and complete, partlcularly 51nce you have to set your

7- 1nch ca51ng above the produc1ng 1nterval - drill then with

'alr, and probably set a 11ner,.or at least in some cases set

a ‘Iiner, seleCtively perforate and selectively'stimulate.
‘Q | _ Let me ask you somethlng about that por-

tion of the appllcatlon that deals w1th ‘the grantlng of an
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allowable for each of the wells.

The appllcatlon requests an allowable of

"320 barrels of 011 a day and 160 Mcf of gas a day._

Is that portlon of the appllcatlon based

upon opinioné and.recommgnQations‘made by you?

A ves, it ié.f'

Q | o 'All righf,; whatQis the -reason for that
fééomméﬁdation, Mr. ﬁaddenhofstél o |

A wWell, as I read the cﬁrfeﬁt fleld.rules,

there ~is no éllowable for 160~a¢re 6?'320-acre spacing fdr
wells less than 5000 feet deep. _ .

Q .- All rlght, you ‘re looklng at the depth

bracket allowable --

A " Yes.

“é“:l 1wf -; in statewidé rules.

3.A:f : That is correct. |

lélv“J”7gJ 'All right, "and a well at this depth is

‘lesslthéhfSOOO feet, and the table 31mply goeq to, I guess,

-;AO;acres, it shows a 40-acre allomable‘>

" .Yes, 40 and 80 acre allow_a_bles°
40 and 8@ acre allowable?
Yes. |
And whaﬁ's;éﬂ407acre allowable?
1'80 barrels a day} | "
' And the BO0-acre allowaplemis what?

160.

o P OO OB OO OB OO »

- All right. And after that the table 'is
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blank.
A There's just -- the table is blank,.yes.

- Q ‘ "All right;~ what would you propose to do

:"then for a 320-acre spacing unit?

A I believe that an allowable of twice the

_SO—écre allowable would certainly be reasonable, and that's

‘what 1 propose, .that the allowable on 320 acres be 320 bar-

rels of oilbpef day . A

0 | How does»that-relate to the 160 Mcf of
gas a day limit?

A o The 160 Mcf.of gas per'déy was Qased upon
producing the Weii.at 150 percent of the solution gas/cil

ratio, and the"réason that this proposed is it would at

~least give us some flexibility .if é well did not produce its

absqlute‘561dtion gas/oil ratio, would give us some fiexibi—
litY‘lﬁith  bdr;§é§ fate, whith I think in this area we're
goihé to‘need,in‘termsmof=ou; testing and. trying to deter-
mine hbéithe reéérvbifvbehaveé.

':Q;; . ” How does this propdsed rule compare to
tﬁéistatewide gés/oil ratio liﬁitation of QOOO—to—l?

) _

A _ At 2000—30—1 the well would be producing

far more gas than what we prgpoée;

Q The last proposed rule on the summéry

sheet 1s -- concerns some testing.information, I believe.

What, explain to us how that operates?
A Are you referring to item four?

Q Yes, sir.
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A What we propose here is that if we drill
é well that weAbeiieve encounters primarily gas and is .a gas

well, ‘that this well be shut in and not produce until en-

'gineering evidence can be provided to show that the produc-

tion of this well will not jeopardize overall recovery form

“the reservoir.

This was put in there because if in this
area we do encounter a gas cap, that is a significant source

of ehergy in producing oil[ and if we were fortunate enough

. to have gas cap expansion and gravity drainage, it is even

more important.

0 _ ' I've been doing this too long. I lost my
train of thought.

. A ;_' I would like t6 go over: the bottom por?

‘tion, of-. this graph --

Q0 . .All right, let's do that.

A ~ -~ on the economics, if I may .
g f L - Let's do that.
A '~: 7 I kind of-left it up in the air. We had

ﬁtéikedxfabout‘,the top portion of the graph where we showed
\écohomics ;Versﬁs oil recovery, and the‘bcttom portion of

~£his graph 1is simply a plot of the infbrﬁation derived from

the table'abbve, and_what-this'graph'Shows is that at  the
highest = oil recovery rate froﬁ.théltable above, Whichv is
Cése'Fivé, ,SO,QOQ barrels, Ehat at thét recovery, using the
other ,éSsgﬁptioné that we've made, 4thatpa>&e11 will have a

rate of return of less than 20 percent, and in an area such
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as this, where the development certainly is fairly high

~ risk, even this rate of return is not adequate.

Q Do you have an opinion, Mr. Haddenhorst,
as to whether if this pool is spacéd temporari}y for this

first -year'period on 160 acres, as.-Champlin has requested,

- whether or not that will result in the possible drilling of

- unnecessary wells?

A R Yes, I think thét's'évreal possibility.
Q o wﬁy do- you believe that?
A ' ‘Because we know that the 11-16 encount-

1 l ered a significant fracture, or is tied into a significant

fracture ‘3ystem of some sort, and if this fracture system

continues throughout this area, -or even in a portion of this
area, that the wells will be able to drain a wide area.

0 Let's look at the west half of Section

11, ‘west half of 11 is not shaded yellow. 1It's the white
area on the plat. The east half of that section is shaded
yellé@. Whéﬁ is the proposed spacing acreage dedication for

Ca 320-a¢fe%épacin§’fbr'thé 11-16 well?

A - ' .It's a sténdup 320. - It's the east half
of Section 11. |
| 0 : So it would not includéAényvof;the Champ-~
lin a;:gage;
‘A That is correcﬁ.

Q So the west half of Section 11 would be

.available to Champlin to drill a well spaced as we propose.

A That is correct.
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Q ' Do you have an opinion as an engineer as

to whether there is a reasonable probability that they have

- an adequate location within the west half of 11 in which to

locate a well?

A | Based on the information we have, geolo-

'gic and seéismic ihformatibn, ‘we believe that that is a good

location.

Q Where would you recommend to Champlin

that they place the well in the west half of 11?

A I think it should be placed in the =-- in
the 160 ~- aé far as the éctual 40-acre tract in the north-
weét quarter, I ‘think thatfs going to depend a bit upon ter-~
rain. | |

Q ASomewhereﬁ’in the northwest' quarter of
Section lif<theh.

A 'jThat's correct.

0 ..1f after the first year the Commission

'fchangeS»the_pattgrn back to 160-acre spacing, do you see any

adverse conéequences on either Champlin or Samuel Gary if
additioﬁél‘ﬁells have: to be drilled after that time? .
A No, I do not.

:Q' If Champlin's application is granted on

'160-acre spacing, are you aware of a way that we can avoid

_ further development of the pool on 160-acre spacing, even if

that is not --

A Well, I think once you set that spacing

‘pattern, that 160-acre spacing pattern, that's goinq'ot dic~
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tate; , |
| Q . Let me ask you somethinq:about the 14-4

WEII in Section 14 that's noted as a locatibh oﬁ the exhi-

bit. Describe that well for us.

A The 14~-4 that was shown as a location was

thé last of five wells that have recently been drilled by

. Gary, and that's the reason that it has not yet been com-

pleted. But that well was drilled thréugh‘the Gallup inter-
val and hés basically_the_same log characteristics as‘those_
shown on the cross section; however, .this,well did not en-
counter any sﬁgnificant ftactqre system. -

o Let  me ask'you éome‘ guestions about

what's going to happen in this first year period with re-

' gards to the development of additional information whereby

you could determine as a reservir engineer whether 320-acre
spacing is appropriate or not.
A The plans to gathér additional engineer-

ing information in the area include, and I'll go well by

_ wéll)"on“the 15—4hto the west, that well is completed in the

A 1nterva1 and was completed on plunger llft and they have

: not been able to keep it going on a con51stent basis, so

that well 1s currently belng placed on beam pumplng unit so

'that we can keep it produc;ng and get some reasonable 1nfor—

matlon.

-The 14-4, going to the east, that well

will be completed in the Gallup interval.

The 11-16 now is producing from an open
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- hole interval but the production is coming from about 4 to 6

feet:in-the_c iﬁterval;
| The 1-16 Well.wés the well that have beén 2
drilled prior to Gary taking QQer the_pfoperty. It was com-
pleted open hole and stimulated. It was ffaced, had an ini-
tial fétésof somewhere in the range of 40 barrels a déy ana
subsequently filled up with sénd and it will be cleaned ogt
and placed back on pfoduction. | |
| -So that we have, basically, four produc-

ing wells from which we can gather information, and we plén

to run interference tests between these four wells to see

what.the connection is, how well they're draining the area.
| In addition to that, probabiy within the

year peribd there will be at least one more well drilled in
the area. o

: -Q Mr{.Haddenhprst, i realizé.fhat ybu have-
n't described the geoiogy iﬁ‘détail and I do not intend - to
ask kyop> Queétibné about specific geologic matters. With
that>resé£vation; were Exhibits A and B coméiled under your
sUpeﬁvisibn"ahd direction?

A - . Exhibit B was compiied under my - supervi-

‘Exhibit A.

Q ' Is the informatien contained on Exhibits

A and B true and correct to the best of your knowledge, . in-

formatibn, and belief, based upon your study of the well in-

formation and the data derived from the study 0of the area?
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gether on this. You performed an analysis of the reservoir.

‘In peiforhing this analysis did you rely;on any seismic in-

37
A Yes, it is.
0 In your opinion, Mr. 4Haddenhorst, wili
approval of Samuel Gary 0Oil éroducers' applicétibn for 320-
acre spacihg be in the best interest of conservation,. the

prevention of ‘waste, and the protection of correlative .

A . Yes, it will,

. - MR. 'KELLAHIN: That concludes

my examinatioh of MfG Haddenhorst.
- We move the introductibn of Ex-

ﬁibits A thfqugh B.

’ | | MR. RAMEY:  Without objection
the exhibits will be admitted. "
,Any qﬁestions of the witness,

Mr.'Carr?

CROSS EXAMINATION
BY MR. CARR: .

Q ' Mr. Haddenhorst, to be sure we're all to-

formation?
o A 't For my engineering analysis, no.
Q. : That's something'that”waé.left for the
geologist -- | |
A .- That is correct.
Q.7 ' - to work.Qith. And you reviewed the

o
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transcripts of the hearings for thé:Pqertb Cﬁiquito.

A Yes,A |

0 | . Aﬁd if I understood your testimony, you .
believe that you’héve a pooi here that méy-be like to Puerto
Chiquito. | |

A ‘_A' _Yes,-I believe that's a péssibiiity.

Q- ‘ ‘ So what we're really looking for when we
drill an oil well in the proposed.area is a éhance to con-
nect with this -- with this fracturing system. |

‘A That is correét.' Either by the wellbore
itself orAbeing able to fractﬁte-info a major fracture sys-
tem. | |

0 | .Now, you've drilled, when the‘well was
drilled in‘the southeést of thé s@utheéstvof 11, that's the
pfoduéing well, 'did you‘éompiete thét well at the time .you
dfilled_it? | '

o The well, -since it blew out, they killed
it with _Qil and they simply put it on production at that
timé; so it:has not been stimulated.

Qﬁ I believe you stated that the well you

_have. drilled. in the northwest of 14 did not encounter the

fractﬁre ~- or did"not'encounter the -- connect with the

. fracture system.

A ' That is correct, and I say that because

there 'was no significant fluid entry or bottom hole pres-

sure.

Q And when you complete that well, do you
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intend to fracture the well?.
A Yes.
Q | Is it possible "at that time that you could

establish communiéation with'the.fradture.network?
A ‘I think it's a possibility, yes.

Q o © So  that YOu -- once that well 1is com-

- pleted . there may be data that would establish the fracture

. system extends into that area.

A ~ That is correct.
Q . Now if I look at this, you've indicated,

I believe, maybe 1I'm getting into.the area that should be

'reserved for the geologist, but there's a trending from

northeast to southwest of the basic formation.
‘A 'Well, that trend that we show on our map,

basically 1is based upon the well controlewe'have and the

area somewhat takes the shape, at least on the. south end of

the . p051t10n of the wells.

Q " Do you have any means available to you to

- anticipate the direction of the fractures in this area?

A . ' No, sir, we don't.
 :Q. None whatsoever?
. AL "!'We thought we did, but we don't.
6 - And what —- you thought you did, what do

yoh{meaniby that? - | _
A . Well, we felt that when we drilled the
14-4, based upon -- and I'm getting into the geologist's

ateaﬂhere a little bit, but based upon the seismic informa-
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tion we had, we felt that thls well stood a good chance of

encountering the fracturing system, and it didn't.

Q : It hasn't yet?
A . The wellbdre has not, that's correct.
Q .t" , The wellbore, but if once, I think, you

fracture, you 1nd1cated you mlght

A . . Yes, but’ the -~ the 1nformatlon that we
had, we felt that the wellbere itself would encounter the
fractures. |

0 ' Now, do you believe that -- so it was

‘ your interpretation that the reservoir was so highly frac-

tured that you would probably 1ntercept the fracture system
w1th the well 1tse1f’

A No,‘the interpretation was based upon the
seiemic4 informationiwe had,"they feit that they could} see
this fracture trend’ §01ng in the dlrectlon of that location,
but in fact it dld not.

n Q o So what you were doing:is‘you were'trying
te chase a fracture from the first well to the second.

A That is correct.

- Q When was the well in 14Hdri11ed?
A-A; Very recently. I don't have that comple-

- tion.date, but it was within, likeé, the last two weeks.

o Do you anticipate completing that in the

‘near future?

A Yes. And the reason it hasn't been

completéd‘isy as 1 mentioned,'Gary drilled five wells in the
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area, fhisr_beinq‘the last'one and théy‘fe moving from well
to well with"their_completion unit, |

Q .  'Aand 1 believe you indicated. that your
proposed_well.location requirements wodld provide for flex-
ibility hecesséry to intercept these fractures;

‘A" j, To a certain e#tent, yes.

Q - '  So if you take a.logk at Section 11, the
closest . poséible location to the existing. producing well
would 'bev in“'the center of the Southeast ~quarter of the
northwest quafter( is ihat correct? |

A , That is correct.
Q o And 1 may have asked fbu this, but. I'm

going to have to ask you again because I can't remember if.

you answered.

Is there a general trending of the frac-
tures in this area?"

A . We haven't Seen it yet. As I commented

" previously, we  thought we could see this from the seismic,

but we have not been able to pin it down yet.

Q " With the data you have-available, having

" not completed the 14, you don't know.

A That is correct. We don't know if we can

frac into a majof fracturing system or not.

'Q:f Lﬁ -~ Don't know if,YOu can.
A Yeah, don't know yet.
Q. S -But the closest you couid get would be

the center of the southeast of the northwest.




10

11

.12

13
14

15

- 16

17

18

19

20

21

23

25 |

22

42

A . That is corfect."e

0 A Now I beiieve yoﬁ're advbcating a 320~
aére-Spaéing; if I understood your testimony, it{Qas because
you felt the wells could drain this afea( could drain 320.
Have you staked a location in Section 137

A . I can't answer this qugstion. _ I. think
the geolégisﬁ may be able to but I cannot. I don't know.

Q You have not- staked a Iocatién there.

You -don't know, okay, I'm sorry.

A I don't know. You'll have to ask another

witness.

Q. To be sure I-undersfand your testimony,
yoﬁ«now havé a log on what's presented on the.cross section
asﬂg proposed location. |

WA , Yes. The’;4-4, the proposed location.

0 . And you =-- but you did not use that log

in - making any of the interpretations depictéd on this_exhi—

bit.
- A That ié correct.

Q o And 1 believelit was yéur testimony that
that log didn't change anything, is that a fair éharacteri—
zation.of that?

A . -Yes,AI believe it is and the geologist, I
thihi, will reinforce, that. .- i

EQ;; B - wa you said that . you think that a well

will drain. 320. acres. You've indicated, I believe, that you

don't know What:direction that drainage might take, 'is that
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righ;?

A ‘That is correct at this point in time.

Q. .._,_Do you anticipate in a fractured reser-
voir of this nature radial drainége?

A The, I think this depends upon the extent
of the fracturing system. I think that if you have exten-
éive ffacfures that it will approach radial drainage ulti-
matelf;f Obviously, if you have oné'éingle fracture, there's
no 'way you can say it's going to be radial drainége,-' |

Qo . 'You wouldnft»-~ you weren't énticipating
radial drainage when youblocatedfthe-well in 14,.Qere you?

A In Section 1472 We weré_anticipating en-

. countering that major fracture system, but here again, I

don't belieVe you can see, :well,' it is or isn't radial
drainage till you have some feel of how extensive the frac-
ture system is.

Q '  I guess I should talk with the geologist

- about what causes the fracture system.

A I think that would be prudent.

o - Now, in Section 13, if you -- to go .under
your.proposed rule, you could locate.a well in theé northwest
of the nprthwest, in the center of.that quarter quarfer sec—-
tioh, coulé you not? o

A - | That is correct.

-_Q E And in'éffect,you'd be locating wells on

pwhatTislanlefféc;iQe 40-acre’spacingtpattern, and that would

be permitted by youf rules, wouldAit'not?'
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A ﬁnder the'propqsed rules it would, vyes.
I would say that that would‘be an -- I would cali that an
80-acre pattern, if ydu did'ﬁﬁat. _ | |
‘Q : ’4 Okay, bﬁt it wouid be in the cénter of
two diagonal forties.
| A a » That is co#}ect;

Q Now, I believé'you indicated that you

think that probably the evidence a year from now will show

thaf 320 1is appropriate, the appropriate spacing’for the
area. lIs that --.is that =-- my understanding of your éeéti—
mony wastthat you felt that 160-acfe spacing wou1d  probably
be inappropriate.

A At this point in time I feel that 160-
acre spacing is_inappropriaté‘until we. can gather additional
information-‘frbm.the wells we have to better determine how
extensive the fracture system is, because ifiwe do have an

extensive fracture system cértaihly the wells will drain 320

. acres.

Q Okay, néw,.so_the wells do drain, you'be—
lieve, a large area.
A . Yes.

'Q °  And you presently have a well in the

-southeast of Section 11.

A That is correct.
Q  And vyou presently have a well in the
northwest of 14.

A A well -- yes, sir.
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Q And your rule would permit yoﬁ.to drill a
well'iﬁ'the southeast of Sectidnvlo..
A Ih the southeast of Section 10, that's
correct.
| Q ~ And you woulé therefore have.wells with

high ,drainage‘capacity offséttiné on three sides the south-

‘west quarter of 11.

A . That's correct.

Q  I;be1ieve_you testified tbat by putting_
the wells 1in the center of each-quértef section that you
would have wells located so if you had to reduce the épacing

you wouldn't have any well location requirements, is that

- correct?

A 1 think it will minimize the problem,
yes. ‘ A

Q. - S and if you_had to do’thét a year from
now, you could havé been in a situation where you could have
drainedf'the southwest quafter frbmvthreé sides and YOuf
wells would hgve prohibited Champlih frém déveloping that
acfeagé for é one year periodjof.time. | |

A I think thaé'svtrue, but I think there's
a little more background to it than that,'

o They WOﬁld_oniy'be éérmitted to develop
the ﬁorthwésﬁ quarter, isn't that corregt, of Section 11 un-
der ycurv—éfyour prd_posal° .

LiAi‘ That's correct;>.

-'QM_ And they would be set back from the
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southwest, they would have to set back from the -southwest
qﬁarterb thé same disténceaas your well in Section 14 is se£
back.ffom that acreage. |

| A Would yoﬁ:run that by again? I didn'f
follow. | | . |

Q- If we are to develop in the northwest .of

Section 11 -~

A _ That's correct.,

Q -~ == we would have to set back a certain

‘distance from the --'the boundary of that quarter section.

A Uh-huh.

o 0. We.would have to be back the same dié-
tance thaﬁ §ou are béck, set.back'ffom the sogthwest quarter
of 11 with your well in Section 14.

I 'mean if we're -- we're looking-ét this
as 1if wé soheday revert to 1607wland'1fm asking you whether

or not we wodldn't be offsetting that -- the only thing we

_could do now would be to offset the southwest quarter of

that the same distance that you éreSently have a well off-
setting. | | |

A " I'm afraid I'm not quite following you.
I'm not trying to be --

Q ' No, I know fhat.

A It's a_little bit confusing.
Q Okay. |
A So, you have -- yeah, right now on your

320 Ayoufhave the»option of putting a well somewhere in one




10

11

13

14
15

16

17

18
19
20
21
22
23
24

25

west quarter --

47

of the forties in the northweét quarter.

o) Yes,
A Correct.
o - And if we look at-just - the southwest:

quarter that would be a l160-acre unit under our prOposai°
A : YeSQ
Q SN And if vyour rules were .granted, we

couldn't get-any, closer to that southwest quarter than you

were already offsetting that southWest quarter.

[A o You couldnit get any closer to the south-

0 ,v Than you -are to it with ydur well in 14,

A That's correct. Well, now, you'd be -
you, if yoﬁ'were to drillvbn 160~-acre ‘spacing in the south-
west quarter and.had the option of drilling in'ﬁhe southwest
-- in the southéasﬁiof the sou;hwest'here,, your well -would
certainly be'clo;er than our well in Section 14, which is in
the northweét of the northwést° That's what I'm having
trouble fo;iowing,. |

Q . Well, let me give you a hypoﬁheﬁigal.

A year from today we've just gone to 160-

~acre -spacing.

A Uh-huh,.
0 ’Buf ih'the meantihe‘Champlin under your
proposed rules erilled a well in the northwest of Section
11. | |

A Yes, sir.
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¢ ' How close to the southwest quarter could
we get? Wouldn't we have to be in the middle of elther the

southwest of the northwest_qr in the center of the south-

. east?

A . Well,‘undér our proposed_spacing we don't
propose that yon'be'in'the center of a Quarter.section,‘ - We
propose that yonvbe in the center of a quarter éuarter sec-
tion. I don't follow you saying --

Q . I'm asking you -~ |

A v -- the center of the southeast. I don't
understand  that.

Q tl i want'you'to look at just the northwest
of Sectinn 11; |

A . Okay.

Q | A1l right. pr'I'd like yoﬁ to look at
the southwest of the northwest, which is a éuarter guarter
section.

A Southwest of the northwest, right.

Q o ‘Could. we not lonate é weil in the. center
of the southwest of the northwest? |

| A ' , Are you talklng about the tlme that we go

l60-acre spac1ng or now?

o I'm talking right now.
A Yes, you could.
0] o And we could also dr111 one in the center

- of the southeast of the northwest.

A . ~Center of the southeast of the nofthwest?
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I don't understand, not on --

Q | " Either -=- éither one 6r the otﬁer. CI'm
ﬁrying to seéqhow close --

A L . -Yeah, yeah, you_~can't do them both.
Yeah, ybu céUld drill one or the other,‘certainly.

Q And how many feet aré we away from the --
from-the.boundéry, northern boundary of the southwest guar-
ter? |

A >_ | Well, it looks to me like you'd be 660
feet?

o . How far away from the south boundary of

‘the southweét'quarter is your well in Section 147

A . South boundary of the southwest quarter,

- the same distance.

Q . So -
A Wait a minute, wait a minute. Our well

in the --. in Section 14 from the'south boundary? Yeah, it

- would be the same distance, if it's a regular 10¢ation°

Q : So if we look at just the southwest quar-

- ter of 11, under your rules we can't drill any closer to

those reserves than you alfeédy are located.

A - Under current =--
Q ©  With respect to them.
A Under current proposed spacing rules that

-is correct,

Q And we would have a quarter section with

three Gary'operated wells offsetting it and only one well
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‘opefated by éhéhplih.'

AL il At some point in time I thiuk it's appro-
ptiste-that‘WQ disouss the history of this, ‘as to how this
transoired° |

Q . Well, if Mf°. kellaﬁin Wauts to do that,
he can.,'We will also review that 1n a general way.

‘ But it would be a falr statement to} say
that the reserves under the southwest ‘quarter of Section 11
would be offset or could be offset under your proposal by -

three Gary wells and only one. Champlln well

. A . That's correct,"
Q ~.tafAnd the reserves‘uudétfll are owned by
Champlin. |
| | A I beg your pardon?
Q ‘ And the'resérves under tue southuest of

11 are owned by Champlln.

A ". ' Under the southwest, yes, that's correct.
Q-  I'm not.trylng to mlslead you.
A - And I have trouble following all these

locations.

" MR. CARR: I"have‘no further

questions.

CROSS EXAMINATION

BY MR. RAMEY:

Q. . Mr. Haddenhorst, now you've essentially

got four wells in the pool at-this time.
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‘A " That is correct. Three compléted‘and one
hqt yet completed.

Q - " Okay, the first well on your cross sec-

_tion,at'x,;did.ﬁhat encounter a fracture system?

A It encountered a limited fracture system,

and the rea$on I say that is that the porosity and permeabi-

" lity that we have in here, if a well doesn't encounter some

.fracturing it's going~t0'make-1e55 than 3 barrels a day,

probably, from this thin pay section, and that well, as I
recall;v made about 20 barrels a day, so it encountered some
fracturing.

Q Okay, so then the rest of the wells have

_encountered a fracture system'but‘theNo° 11-16 has ehncoun-

;‘Eefed what you would term an excellent fracture system,

A A major fracture, yes, sir, major frac-
ture, right.
. MR, RAMEY; Any other questions

of the witness? Mr. Stamets.

QUESTIONS BY MR. STAMETS:

' Q . Mr. Haddenhorst, I believe you testified
that‘the_gas wells should be shut in pending some sért of a
hearing jshowing that-they could be"prqduced withoutvcausing )
waste to the reservoir.

A | Yes, sir.
i;Q . What would gonstitﬁte a gas well? What

gas/oil ratio?
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A .VI'll have to confess I'm not familiar

1 w1th how New Mex1co deflnes a gas well, but I would think

that, I belxeve, it's what, anything over 100,000 .to 17

'Thatﬂs‘what’WQ would define as'a gas well.

MR. STAMETS: - That's all.

CROSS EXAMINATION.
BY MR. RAMEY:
0 One question, since you brought that up.

If a well exceéds a GOR by more than 50 percent --

A ' Yes.
0 -~ that.would be 500 --
A : That's right> the solutlon ratlo is 340

" so0 it would be approximately 500 cubic feet.

Q- Then the well would be limited to 100 Mcf
a day. - '
A _ .‘That's corfect,
0 So if one well had a GOR of 500-to-1 it

would get 100 Mcf a day andiif‘a well would have 500 it
would get 160 Mcf a day. |

A _ That's correct. What I was étteﬁpting to
do here was to give us'théiflexibility to produce these
wells and get some good prodqétion information on them, but
at the samé‘time'try toAprevent.prbducing undue'amounts of
gas while we're doing this, and.Iiﬁﬁst say, that there's not
an? }eql scientific basis fqr it, "5dt I thought it would

give us the flexibility to do what we need.
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0 S Thank you.
N . MR. RAMEY: Any other questions
fof'ﬁyc éaddenhd%st?}fHe‘maY be e*¢gsed; |
o o . MR;, KELLAHIN: My next witness

hés*pot'been sworn. My next witness is Joyce Engelbrechk.
(Witness swofnx)g

JOYCE ENGELBRECHK, -

' being called as a witness and being duly sworn . upon .her

oath, testified as follows, tQ—Wit:

DIRECT EXAMINATION
BY MR. KELLAHIN: | |
0 Ms. Engelbrechk,‘-would you please state
whom.ybu,wofk:fofsand in what cépacity? w
‘ A S ':I'work for Gary Williams, 0il Producer,

formerly Samuel Gary, Oil Producer, as'a landman.

Q - How long have you‘beeﬁ so employed as ‘a
landman?
| A | Two years for Samuel Géry.

Q - Are you familiar with the general lease

‘oWnership iﬁ:the proposed pool?
| A I am.
Q , 'Agd are you familiar with the efforts
that Samuel Gary has made in terms‘pf its dealings with

Champlin?
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A {- ' I am.

V‘Qi'f» : Let me direct your attentlon flrst of all

’to a concern that Mr° Carr raised with.Mr..Haddenhorst. You
iheard Mr. vCarr 'S questlon about the p0551bllity that the
-west half of Sectlon 11, the Champlln acreage, under the.

- proposed pool rules in that first year mlght be exposed to

hav1ng three wells offset. its acreage. Did you hear that?
| A Sy did.

0 - | On-behalf of Samuel Gary'011 ‘Producers,
are you willing not to-drlll for the first year any Niobrara
well in the southeast quarter of Sectlon 10 to thereby avoid
offsettlng the Champlln acreage on three 51des°

A 1 believe that we can clearly state that
we would not drill 1n Section 10, barring any problems. As
far as I'm aware right now, there are no lease explratlon

problems within the»next year. in Sectlon 10, -and I think we

'~ can safely say that we would abstaln from drllllng in Sec-

tion 10 for at least the next year.

Q ’ Let me direct your.attentionAto " Section
13, |

A Uh-huh. May I have a map in front of me,
please? | . |

Q ~ Sure.

A . Thank you.

Q ~ Mr. Carr asked Mr. Haddenhorst about a

possible staked location in Section 13.

A : Uh-huh.
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Q _ Are yéu aware of whether or not Samuel .
Ga}Y*Oii'Pféducers has any'staked locations in Secpion 137
- '_A'} . .There is no stéked locétion.iﬁ Section
13, |
Qo »Alg fight° You don't have any immediate

plapé .in  the nhext year to.drill a Niobrara well in the

northwest quarter of Section 13?

A Not .that I‘h é@are of at all.

Q  Let me have you describe for us, if you
will, in é_chronologicai way, the>effor£s that Sémuél Gary
has made to get Champlin'to'participate.in the exploration
of this pool. -

A :  ‘Okay.  Shortly after the first of last
year, 1983, 1 don't know the exact date, but it was right 
aftér the- first of the yeaf, I'contacted a landmah with
Chémplin to inquire as to thé interest of Champlin in join-
ing _--not' joining but in farmiﬁgApht-fo us a section of
their acreagefin the area that we are interested in.

| | " We had originally askéqifor a large area
and were -- we were told that that was too large an area,
that we sﬁould coﬁtract it, so we went back and éontracted
our‘aféa; three times, ‘I believe, -a.four township, large

area, committing to four wells, . to a smaller area of four

sections to a smaller area of two sections, to a smaller

area of one section, and we still did not get any kind of an
answer other than sometime around July a respone that Chémp—

lin was not interested in farming out to us, that they were
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still cdnsidering a pooi,' but we never got an affirmative
answer on that, either.

’ Q What, if any, discussions or dealings did

 Samue1_‘Gary,“ téiyoﬁr knowledge, have with regards to the

fbrmation of a drilling unit or a working interest unit or a

*spacingfunit‘forgSection 11?

AL Just rephrase it, please.

Q j ) All right. Yéu’ve diécussed‘for us your
efforts'andfcohtacts to get Samuel Gary to farm out some ac-
reagé in the immediate area.

A Uh-huh.

0 1 | What, if any, other contacté did you have
or Samuel.Gary, to your kﬁowledgé, héve,,about'ﬁhe formation
of any other types of participation in the development of
the_pooi? : | | ‘ |

A - We did téik about pooling all of Section

11 and we proposed our locaﬁion'in'ﬁhe southeast of 11 be--

- cause we were dealing with a lease which was about to expire

and we wanted to put our well on that lease and save the

. lease.

When Champlin and Gary were discussing a
pool in 11, my recollection is that they might be willing to
pool if we moved the location inté the west half, and I be-

lieve that my recollection is correct; it was the northwest

~quarter, somewhere in the ﬂorthweét quarter,'

But we were unwilling to move our loca-

tion because we wanted to stay on that expiring lease.
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0 - Thank‘you° |
| | MR. KELﬁAHIN:" 1 have no fur-
thér-questions-of.this witnessf
MR,:RAMEY: Any queStions?' Mr.

Carr?

CROSS EXAMINATION
BY MR. CARR: '

Q. = 7 "You stated that Gary would not drill in

Section 10; is that correct?

. A . - In-Section 10?7
- Q 77 Yes,
‘A '~ ° That's right. As far as'I know, you

“know, there's no problem with not drilling there.

Q - Are you aware if any discussions were

A .~ No. No}-no -

Q R And if there-had 5eén, would you have.
known about it? ‘ -

A I'm pretty sure I would have.

o - 1 believe your testimony was that you
cohmencéd negotiations in earl& 19831with Champlin in:an ef-

fort to develop this acreage.

A Uh-huh.

Q0 | - 'And you-werg‘unable to reach an agreement
wiéh‘ﬁhem; - |

A . Correct. “
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0 - Aré‘you certain that they proéosed a'Well'

in the northwest-quérter of.Section 112
: kA' .b ~ No, I'm not certain. = I'm certain they
proposed a changérin the location and 1 believe it was onto

the west half, and I thoughfhthat'it was the northwest .quar-

_ter, but I could be wrong about that. There's nothing in

Wfiﬁfdg, that was dll verba1. 

Q- ;..ff' Are you aware that Samuel Gary staked a

well locafioh in Section 112

A ' Yes.
' MR. KELLAHIN: In Section 112
MR, CARR: Yes. They staked a
locaﬁion in the south -- |
A A new one other than this éne?
o) Yeé, a sécon& well in the -~ filed ah'aé—
plication for a pérmit to drill in the southwest quartef of

Section 11? Are you aware of that?

A No.

| MR.'KELLAHIN: To this depth?
A This Section 117?

Q Yes..

A In the southwest quarter?

Q Yes. |

A,: I'm not aware bfﬁﬁnat.

Q . I'm sorry. . 1've been running at this as
long as Mr. Kellahin.

Are you aware -- are you aware that
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Champlin proposed a --

A Yes.
0o -~ well iﬁ-the‘soﬁfhweét quarter of = Sec-
tion 117 |
| A ‘ :" Té us, no. They proposed it -- I“m_aware

thatﬂChahpiin Sﬁéked'a we11 in the southwest quartef,-
o .. .. And are yoUtéWare of any action taken in
respoﬁée £;f£hét by'ﬁr. Gary, or by your company? ﬁ
R a ‘1. am aware of a conversation with the
landmaﬁ“ffoh CﬁShpiih) I believe, after our -~ this hearing

was proposed, about could we do something together, but no

-action was taken. .-

0 “:And you‘re'aware of no:aéﬁion taken by
your company in regérd to that?
A | No, I'm not awareldf anythihg.
B - MR, CARR: That's all the gques-
tiongfi have. |
| MR,.RAMEY: Any other questions
of Ms. Engelbreéhk? she may be excused.

MR. KELLAHIN: = Mr. Chairman,

111 call my geologic witness at this point, Mr. Bill

Stricklin, S-T-R-I-C-K-L-~TIs=N.

'BILL STRICKLIN,
being. called as a witness and being duly sworn upon his

oath; testified as foliows, to-wit:
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DIRECT EXAMINATION

- BY MR. KELLAHIN:

Q - _ Mr. Stricklin, would'youlplease state
your name and occupation for the record?

A | My name ist. D. -Stricklin. I'm a éon-

sulting petroleum geologist.

Q Mr. Stricklin, have you préviously testi-

'fiedﬁbefore'thewoil’Conservation Divisioh:of New Mexico?

A  | No.
AgQ ?_ ij;*‘glllrighﬁ,- si#, Qould you teil us when
gné'whe;e yqﬁ'qgtgihed your degree in geoiogy?'
-} J A.“t c It is now UTEP; "was Texas Western, in
1958 |
QI still call it UTEP. -
'~ Subsequent to gradﬁatipn whgre have you
beén empldyed or wdrked és a petroleum geologist?
A - I worked  for E1 Paso Products Company for

three years immediately following graduatibno-r'

Q And where was that?

A In Farmington, Neﬁ-México°

Q | , And what did you do for them thereé

A I was-a petroleum geologist, exploration
geologist. | | -

Q A All right;‘ and what's your next employ-

~ ment experience?

A Well, it's all beén sbent in the Rocky

. Mountains, generally. I've been a consulting geologist for:
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o : In the San Juan Basin, and are you famil-

iar . with'the Niobrara formation of the Gallup Mancos sec-

tions?
A Yes,

0 ' And pursuant to your employment by Samuel

~Gary as a consulting geologist, have you made a study of the

geology} ‘the regional geology and the specific well geology

that's éeveloped for the proposed pool?

’

'*Af.-' ‘ -SubseQuent to'workin§ for the =--
QT - . Pursuant go your gmployment as a consul-
tanf? | | |
SR Yes. Yes.
- Q :_ .Ybu’ve Jooked at it?
A S _ Yes. |
Q _All'right,;'prior to that employment, did

you ~have a geheral working knowledge as a geologist about

the Niobrara member?
A ..Yes.

Q - - And you're familiar with Mr. Greer's West

" Puerto Chiguito Mancos Pool?

‘A . o {(No audible res?onSé.j"

Q - : And you have anw}edge of the other Gal-
lug éools in the aréa that do produce out of ﬁhe Niobrara
mémbér? |

A . (No audible'respdnse.)

Q0 : All right,' sir, and you've examined the
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varioué,logs for the four subject wells that are’in§olved in
the pool area?
A~ E (Mo audible reéponsé.)

MR. KELLAHIN: We tender Mr.

" Stricklin as an expert petroleum geologist.

MR. RAMEY: He is so qualified,

 Mr. Kellahin.

Q A Mr. Stricklin, I don't know wheré you're
mdstkcoﬁfortable, if you'd like to sit there and discuss the
exhiﬁit;.&:l~¥ | o |

L “Aaf?.- -ﬁ‘iﬁat's fine.

Q - All right. ' Let me direct your attention

_ loégted,inﬂthe upper left side of the exhibit, and have you

gégéfally.idéhﬁify for me what is cohtaihea on that plat.
| A This 1is a general structﬁré ‘' map ' con-
structed on the ﬁop éf fhe A 2§ne that reflects:the reéional
dip in'thié~particu1ar area.
| Q0 : And what is that general regional dip
througﬁAﬁhis area? |
A o Tt's about 150 feet a mile, 200 feet a
mile. | |
Q | Were you the wellsite geologist on any of
the weilé lo¢ated on the proposed spacing area?
A. In the two, I was the wellsite geologist
on the 11—16 aﬁd the 14-4. |

0 All right, let's go to the 11-16 well and
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havéw ydu describe for us generé}ly the signifiéant geologic

 occufrences as you ldentified them during,the drilling of -

that well.

| A " “In the Mancos, or the Niobrara iﬁterval;
the first show came ihithé transition zone between'the'Upper
Mancos and theApbint Lodkﬁut. Thaﬁ zone wiil produée eco-

nomic quantities of ©il in the Basin proper, in various

uspots of the Ba81n proper.

The ncxt show of hydrocarbon came in the

‘A"zone.‘ It was a tight, silty sandstoneﬁ

The next show came in the B zone. We -

cored the B zone in the 11-16. The rockJis primarily an in-

terbedded, 'silty, tight sand. The rock did exhibit excel-

'flent odor and brlght, ‘white, yellow flourescence, with imme-

dlatoly streamlng cut.

The next show was a 51gn1f1cant show when

'the well blew in in the top of the C zone..

Q'  "~ ‘®What geoloqlc opinion do you reach with
regards to that incident in drllllng, insofar as it might
relate to the'prescnce of a fracturlng system? |

A | It has to Eé a fracture system. There's
no - indication.of a reservoir bed of that - of thét magni—
tude, so it translates to me as a massive fracture system.

0 | .‘ Would you descfibe for me generélly the
geologic characteristics of tﬁe Niobrara member of the Man-
cos'Pool, Mr. Sﬁrickiin?

A - The Niobrara interval is a marine shale.
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There wefe-minor oscillations of the sea at the time. it
caused cleanups. .{ . |

In the. immediate area those =~ those
cleanués are not significant. The reservoir rock in the im-

mediate area in the Niobrara interval,‘ Gallup, they are not

significant reservoir rocks.

Q Let me ask you about the cross section on
Exhibit A, and have you §escribe"genefa1iy what-'éohclﬁsion
yoﬁ reached by icoking at the lqgé on those four wells and
the cross section.

A ' This indicates to me there's-a continuity

~of the lithology. across the area of interest. ' Thére are no

surprises.. It lays in just like a deck of cards.

Q- . °  Let's look at the datum point which is

identified as thé top'of the'Gallup B on the cross section.-
.Isv‘that'avreadily identifiable geologic characteristic in

fwhich you - can correlate the logs and with some reasonable-

geologic certainﬁy accurately pick that_on individual logs?

A . Yes. -

Q And is.that the datum point wupon which
these logs are hung? ' . |

A I didn't construct this display, but this
indicates that thé stfucture is on top ¢f the Gallup A zone.
this shows datum on the top of tﬁe_Gallup szone, - I think
thét the datum should be taken off or.negaﬁed. |

© . All right. |

A The X, the X-X', would, of course, show
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the cross section, entire cross section.

Q My point is that you have examined the

: various suites of logs on these four wells, have you not?

A: : - .Yes.

Q And that you can correlate this Niobrara

'4mombef across the proposed pool as it is identified in each

of those logs.

A That's correct. |

o _,  And you flnd it present, -

A o Yes.

Q -~ the rock. properties present in each of

those logs.
A - That's correct.

'Q ) ? And you find and conclude that it is con-

'tlnuous across the wells as deplcted on the .cross section.

‘A‘ That's correct.

Q."-, . What oplnlon or conclusion do you reach
about the potentlal extent 0; the reverv01r and its continu-
1ty based upon that geologlc study°

A “-: CIt's -- the cont1nu1ty of the reservoir
is established by this cross section. 'They're practically,
the iogs afe practically overlays, which would indicate that
allbfhe lithology in the proposed area would reflect
similaf logs that we see displayed.

Q Therefore, in your opinion, the proposed
boundary of this pool has reasonable geologlc correlatlon to

the Vlobrara reservoir.

]
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A You would need, to form the " pool, you

_wddld need some.buffer sections around and this éool, it is

my understénding that the pool was formed based on the

existing wells that were in there at the time, and that's

" excluding the No. 14-4.

There is a major fracture system in this
area. We found it in the 11-16. Now that's what we're all
after, is to find that major fracture system.

So, yeah, I would say that the boundaries

of'the pool are adequate.

0 ; Mow, Champlin, through its counsel, has
asked questions of Mr. Haddenhorst concerning Section 11,

and the possible location of wells for Champlin within the -

‘west Half of Section 11.

Do you have a geologic opinion as to

“where ‘you miéhtifecommend as a geologist that Champlin lo-

cate the well on their acreage?

A " 1 would -- I wouldn't -- this is just me

"talking, I wouldn't locate the well close. 1I'd search in a

wider area to see if I couldn't snag that particular frac-

“ture system or one of the same magnitude in the immediate

area, This is what I would do. ‘

Q. Okay, and why would jouvdb that, Mr.
Stricklin,.I don't ﬁnderstand? |

A'” It's just -—.it's economics for one
thihg. 'The-wells are very expensive down there and if you

drill them on close spacing and you miss, then you're going
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to have to drill some more until vyou eventually find it, }so

~step out and-see if you can evaluate_the-area on a larger'

spacing.

Q | ! - You said you were the-weilsite geologist
on thefll416 Wwell, which we've described, and you also said
you Wefé fhe wélléite'geologist‘on the 14-4 Well in Sectioh
14. |

| SR . Correct.

'QH. " Would you go back and describe for us the

. geologic, 31gn1flcant geologic features that ‘you observed in

drilling Lhat well?

A | " The 14-4 didn't have ‘any ,significant

shows with respect to the 11-16. ‘There were shows in the --

in the 14-4 in the A zone, particularly.:

'\.; :3, A The B zone had a little oil in it; mud

" log showed a little oil with-gas, but comparing the two,

with éighiﬁicant~sdeS in the Niobrara interval the 14—4}

.lt wasA—— 1s way under the algnlflcant shows in the l1-1le.

,Q ;. " Do you have a copy of the log for the 14-

4 Well that we might 1ntroduce and use in ev1dence to fill

in the blank.in the cross section that was prepared prior to
that well --

While they're looking for that particular

log to discuss, Mr. Stricklin; 1ét me ask you a question

about.whether or not you see any géologic evidence that
WQuld'cause,yqu to reach the 6pihicn'that one well for

geoloéic feasons could not be appropriately spaced in this




10

1

12
13

14

A‘. 15

17

18

19

20

21

22

23 |

24

25

16

- 68
pool at 320—aére spacing?
A ’ Why one‘welf would not_bé appropriate?
Q Yeah, do ?oq seé - |
A ‘What; I didn't --
Q

Do you see faultingVodeiscontinuity ac-~

ross the proposed reservoir or any other geoclogic features.

or. factors that would lead you to believe that the wells
would have to be spaced on closer than 320 acres?
A No. No.

0 Why don't we do this, Mr. Stricklin, if

you wouldn't mind, let's fill in the‘égosé'section and have

you turn to phat portion of the log that is going to corre-

late wiﬁh’thé"other wells and don't talk from this ?et, just

- pull them both out.

All right,;sir, Correlate us to the Nio-
braﬁg‘éécti¢§,'theﬁ,“in the logs fér'thé 14-4 Well.
| A '~ This is our casing poinﬁ here. It's the
tépiofitﬁe“ﬂ zdnexaé far as to this here. These two elect-
rically,resiStive blips ~-- _. |
| Q ;f You'll have.to.épeak up, Bill.
A ' po you want me. to start over?
THE REPORTER: 'Uh-huh;

A.” © Okay. The A zone is here at 3902, corre-
lates with the exhibit, Eghibit A. These two electrically
resistive " blips correlate £olthe_B zone. This is our C
zone, D zone. | |

Q 4 And you as a geologist can see the
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" correlation of the Niobrara member --

A . Oh, yes..
0 e *—.invthése,‘ 4I£'s readily identifiable
and it:cémparésjto the similar logs of the other wells.
A . . : Right. |
Q - o Is there anythinq'elsé you'dl like to
point but abédt thé-geoldgic exhibits? '

A Oonly that the pbrosity here, as you can
see, avefages. aﬁout 5 percent excebt in a.couple of anoma-
lous areas, which goes back tb tbe..original engineering
ébou; 6 percent porosity, so wé're'ldoking at essentially 6
?ercent porosity in all ﬁhese wells aéross here.

| 0 | "jAnd that's cdnsisﬁent wiih«er. Haddenfv
Horst's opinion"that 5 or 6 pe;centjporosity uged in his
calcqlations is an appropriate pdrosity percentage to use.
| .‘A'_ That's corfect. |
L | MR. KELLAHIN: That concludes

my - examination of Mr. Stricklin. I -tender him for cross

" examinationd

MR. RAMEY: Any questions of

AMINATION

CROSS E
BY MR. CARR:
G o ‘,Now,. Mr. 'St:iqkliﬁ, as I understand it,
you prepared this structure map. '

A NO .

. v;__,«__ 8‘_.“v —— _<_‘-‘__x_A.A_TﬁA‘_ —
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Q You did ndt?

A It Was Gar;5'y°

Q Thatfs a'oompany prepared map?

A Right. |

Q o | This i% ah interpretation of the
raaervoir? i | L

A Uh-huh, this»is a -- the cfoss:Section is

: . : i . : .
an interpretation of the way ' the subsurface lies on the top

:
'
h
1
|
i

Q | ' .Is ‘this, ;is the shaded area what you re-

_present to be the productive|reservoir?

A What I represent to be the productive re-
. |
servoir. If I was to draw what I consxder to be. a produc-

L |
tive reservoir in this area,; I would probably, based on the
. | , »

logs and the'information.that's available to me, plus the

_seismic iﬁformation that I've -- that‘l’ve-rjust cursorily

saen,.l would probably draw-it'similar»to that.
| Qﬁ SRS Would. you put the northern boundary where
the notthern boundary is on this exh1b1t°
":Af RO T don t know, :I don t know where I'd put
it That Qould take some more =-- it would be -- it would be
similar to this, yes.
Q ' - T Is it possible that it could be slightly
to- the north of that line if you had done At?
A o I can't answer those. .I'm not trying to
he evasite, because I -- I just saw the seismic information

as it went in front of me one day.




10

11

12 |

13

14
15
16
o

18

19

:
21
22
23
24

- 25

11
" Q ' That's how I'velseen,the séishic data,
too. 4 |

" A _ o So 1'd have to étﬁdy that ih dépth and,

let's seé,lbut whaﬁ I did see, I'onld.draw a similar area.
Q Is there aﬁyéﬁe»pefe who particpated in

the preparation of this portion of éhe e#hibif? |
| MR.-xELLAHINQ Mr. Haddenhorst.
' MR.  CARR: I thought that was --

if I can just go off the recor?.
(There followed a discussion off the record.)

MR. CARR: The problem. I have

, with tnis exhibit . is the ‘establishment of ‘the northern

bdundary'ahd I wonder if Mr. Héddenhorst might, we might be

able to recall him in a few minutes and discuss that: with

“him..

It was my understanding earlier

‘that he said this was a geological portion of this exhibit.

MR. KELLAHIN: Mr. Stricklin is
here to testify"éboutjthat. ‘There's no other witness.

MR. CARR: Okay, I just wanted

to be sure I had the right witness. I thought there'd be

more to it.
MR. KELLAHIN: There's no one ’
else that's going to tell yoq any more today, Mr. Carr, than

Mr. Stricklin is.
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0 L Mr. Stricklih, can yéﬁ teil us how thé
vnorthern boundary of the area that's dgpictad as the'produc-
tive - interval was picked?' |
A ‘ I can't. I don't -~
Q a ‘Could you tell me if the northern bound-
ary, if,there'é anything that. would maybe move_the
soutp ofAthe northern line?' | | |
N A If you.éOuId get into a étudy in detail,
thé;seiémic infprmafion.v If I could do that, then I could
ansWer‘your questidns.
Q .ir I understand.  I'm not trying to put you

in an awkward position. I'm just:trying to determine -- if

~you were able'tpimake that study, youithink it would be the

same general configuration?

A I would, veah, ﬁ!a make that --
Q- ~ But it‘might vary‘some Qays.
A " Yeah, I'd have that opinibn, yes.
Q- - And in doing that you would have to rely

on the seismic data.
‘A " I would rely on it, yes. Yes.

Q@ ' . There are only, what, four wells in this

area thatAyod'éOUId actually go to for well control?

S - No, there are several wells in there.

‘There are those four and then there's.a McKay up there in

Section 3 that would lend some --_that'well -
©Q - Isn't the McKay -- what's --

A It's not deep enough; that's only a (not




10

i1

2|

13
14
15
16
17
18

19

20 -

21
22
23
24

25

73

- understood) well test.

o - - Okay.

A : _ As fqr as the northern boundaries éo,'
thefe's no control up theré° It's devoid:of ’¢ontfo1.v'

Q | And soiéﬁ this time it's really hard to
say Where the nofthern_boundary woqld be of ﬁhat accﬁmula-
tion.

A Without speqifically seeing the_bséismic

information in there, I'd say -that was a true statement.

Q- - Now, did you have -- have you done any

work as to the placing of the contours?

A No. No.
0] . If we go .from the map whlch deplcts the
‘accumulation and we come down to your cCross sectlon, as 1

understand your testimony, this shows that the rock proper-

- ties, the portibn.of the productiva interval in terms of the

rock properties are present throughout.this area.

A

Q-

A -

Q,.

Uh-huh.
Is that a fair statement?
- That's yes, sure.

Now, if I =-- are you familiar with the

work that Mr. Greer has done in the Puerto Chlqu1to°

A.

it.

Q.

is ~-- is a fracture network,

A

Tl

Yes, not in depth, but I'm famlllar with

And I believe what wé're looking for here

is that right?

Correct.-
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0 - - Have you seen any.evidence thét would
gshow any bendiﬁg'or‘flexurelin_this férmation either is it
depicted in yéur étructuré mép or‘on‘yoﬁr'cross section?

A | I havén(t done ahy myself. .I haven't
dbne any detailed.subsurface mapping in this area.

| .:~Q o *:And I'm not trying to get you --

A | Thefe are instances not in‘this particu-
lar érea but in the overall area down thefe where there are
some nosings. -There's some structural nosinq in the Basin.
There's ' somé faulting in théré; So geﬁeraliy  speaking,
without do;ﬁg an?--- any detaii Qork myéelf, to answer your
questiop I :would_éay ves. Tﬁis area is one of a highly
fractured éharacter, | |

Q What causes those fractures?

>

It's tectonic movement in the subsurface.

When you say tectonic --

o
A Say tectonism.

_‘Q Is a flexure,in‘theA—-

' A  Flexure, righﬁ.

Q- -- in the formation a tectonic --
A - . The cfowding of this =-- of this mass

~against this mass and you cause fractures in the subsurface.

Q,  © Where you Haye a bend in the -- in the
fprmaﬁionl ;5 that where you antiéipate your fractures?

A A bend caused by, I don't want toigét too

infolved hefe, iﬁ this area you wquldn't_bé looking too ﬁuch.

at bends. ~You'd be looking more &t fauits and faults equate
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télfractﬁresQ
| o So unlike the Puertof Chiquito, you're
1ooking for faulting here not bending of the'formation;
A - Now, the = the 'main'portion' of the

Puerto Chiquito Fields is on a nbée,' a structural nose that

.dips into the Basin; however, most of the oil that's. been

recovered in that area has come from the Canada Ojitos Unit,

l which'has,no -- no. structural flexure at all.

Q ‘ There's no Astruétural flexure in the
Canada Ojitos; | |
| .A E -It just lays in there.
Q -~ And then if you take a 1§ok at the con-

tours running cross the structure map you would again --

‘would ‘ybu see any'flexure in that area, looking at the

strﬁétUre map that we have on the ~-

A : No. No.
Q So to the extent that neither this nor the
Canada Ojitos have any -- is it your testimony'that neither

of them'would have any flexure and that they're similar in

that regard?

A You're trying to get.me.to say something
A " “ -< that I don't know the answer to.

Q0 . o Okay, thén that's the ansWér, that you
dén’tvkndw.. | ‘ l

Af_ Okay. I1f I --"if .I had done some detail
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erk.here I. could answer your questions, but I can't.

FIQ : Okay, and if you don't know, that's the

honest answer, and that's all we can have.

" Now, if we have a fractufed system here,

;if.l understood the-teétimdny,' we need some flexibility to

éttehpt td intercept. a ffactufe network, . and I‘think'it was
you who testified.that whathyou would do then is you would
step out from whefevyou‘originally encountered the frécturé.‘
A - Right. |
Q | _iAnd when you &rilleé_a well in Section 14
you Weréltrying to step out and do that, isithét cbrrecf:?~
A B | don't know whether that well was dril-

led to hold acreage. I don't know -=- 1 wasn't -- I was the

' wellsité'geologist, period, so 1'd have no background on why

that well was drilled there.
0. And yet under the proposed Gary rules the

closest we could get, if we were trying to step out and

drill a Well in the west hélf of 11, would be in the center

of the southeast of the northwest.
A . That's right.

MR. CARR: 1 have no further

" questions, thank you.

MR. RAMEY: Any other questions

of'Mr.ﬂStficklin.
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REDIRECT EXAMINATION
BY MR. KELLAHIN: o
0 } AMr. Stricklin, do you khow_whether or not

any of the Samuel Gafy wells were drilled based upon seismic

picks, seismic data?

A - I;wéuld suppose that tﬁey were.

0 | ‘In ordef to édequatelﬁ‘define the extent
of the reservoir as-it moves to»the'north and west you would
have to drill some additionai Qells, obviouSly;

A R That's correcf.

XQ ' Aﬁd until we do that and develop more
data all we have is the breseﬂt data. |

: A‘  . Uh-huh.

Q | ~And thé présent data, in your opinion,
causes you to believe that the continuity of the reservoir
is .suchfanfextént~that the outline of the proposed spacing
area is a reasohablé one.

A .  That's cbrre@t.

Q _ . You, as ajgeologist,_ I;m.sure, are aléo
aWare that seismic infofhation sometimes does not léad to
the drilling ofveconomic wells. 1

) A Right.
' Q;? ‘G And that an operator that uses seismic

infOrmation;to predict the potential extent of a reservéirs,

or its existence or occurrence, can be fooled.

A - TFt's a crap shoot.

.- Q _ ™ Yes, sir. As a geologist, would youlrely
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upon seismic information!alone from which to .at this point

project the extents of this particular reservoir?

A No; You mean just rely on seismic in-
fofmation?

Q ‘ Yes, sir,

A And disregard the well ihformatiqn?

Yes, sir.
‘No, I wouldn't, not at all.

What does seismic information tell you?

EoE © B 0

Well, th? seismic would show trends in
the sﬁﬁsurféceﬁ 4where‘fractﬁ%e systems and faults, .and/or
faults, may be, may exist._Ydﬁ'd find inner sectiqns of the
seismic. daté that would iﬁdicqte possibly an area 'wherg
theré was some fracturihq’énd:they Qould be spots where you
would défiqitelyvlook. | |

0  . Seismic _ihfbrmation'would not tell you
whethgr there was ;iénificaﬁ@ faulting in an area to serve
as a boundary for the reservéiré"

| A - It wouldn't.

AQ" , Wouldn'£ indicate the sealing nature of a

fault? It may or may not indicate the occurrence of suffi-

cient fracture system and thereby the potential extent of

-the’feééryéir?-AYou've got to drill some wells, don't you?

A -~ ... Right.

‘MR.. KELLAHIN: Nothing further.

MR. RAMEY: Mr. Carr.
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RECROSSlﬁXAMINATION‘,
BY MR. CARR: |
Q : '~ Were you saylng that you don't believe .
SElsmlC.lS a valuable tool? | ,
A : ﬁo, 1 didvﬁot. He asked.me_if-l would

use it exclusively and disregard well information.

Q. And'i,believe he also asked you to state

- whether or not using seismic- data would necessarlly result

in the dr1111ng of . economlc wells and you ‘said no, it was a
crap shoot. |

A L , Right.

Q  Well, when'"you'do:struéture haps with

well data donft you often run into wells that aren't econo-

mic?
A - '}Sure.
0 ' Agéin~it's'90rt of a crap shoot.
A . Yeah. |
Qo . You use the best‘todig'aVailable to you,

is that correct?

A o All of thé informatién that i can get 'mf
hands'on. | | |
'You wouldn't discount.seismic, would you?
Oh, no. |

1f yoﬁ were tfying'to eQaluéte?

oOh, no.

o » O » O

Have you used seismic to --
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Yes.
-~ help you to confirm --
Yes. |
-~.yodr interpretation?

Yes.

O 0 » 0O B

) And' if you didn't have any well 'daﬁa_
would yoﬁ uée seismic in in£erpreting 'whe:e a - reservoir
might -- highﬁ pinch out or not?.

ju,A ’ A'; well, that would be kind of a -~ if seis-
mic inférmafioﬁ»was all 1 had.aﬁd'it pfoved to be applicable
in an a;ea,' thenFI might presentvthe thing strictly Awifh
seishic daté ahd make referéhéés to a surrounding area and

get a well drilled, yes.

Q - If it --
A If T had nothing else.
Q' ' And seismic data would help you determine

: if'there was a fracture system or faulting in the formation.

A ‘ It would heip you determine if there was
indication. -
' MR. CARR: That's all I have.
Thank,You. | |
| MR. RAMEY: .Any'other.questions
of Mr. Stricklin? He'may be excused. |
Did.you ﬁént to recall Mr. Had-
denhbfgt? |
fMR. CARR: No, not at this

time.
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'MR. KELLAHIN: Mr. Chairman,

that concludes our direct case.

81

MR. RAMEY: Let's take a ten

minute recess.

{Thereupon a recess was taken.)

MR. RAMEY: The hearing will

come to order.

You may proceed, Mr. Carr.

MR. CARR: Yes,. we'd first --

may it please the Commission,. we are not going to call our

land witness.

We'll:cail‘odr geologist, Mr.
James. e
BRUCE}JAMES,'
béing called as a witness'éﬁd being'duiyfgworn upon ‘his
oéth, testified as follows, tQ-Wit:ﬁ o
DIRECT EXAMINATION
BY MR. CARR: |
") Wwill you_state your full name and place
of_fegidence?_ql
A My name is Bruce Jamés.- I reside in Den-

- ver, Colorado.

*‘ng ,;,er.‘JAmes,'by whom are you employed?
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A Champlin Petroleum.

o bih what capacity?

A As an exploratioh'and_develoément geolo-

. gist.

0 Have you pfeviously‘teétified before this
Commission 6r one of itsAexamine:s?»

A - No, I have not.

Q - - Would ybu please summarize your educa-
tional backéround for the Commissioh?
| A - Yes. I attended'Brighavaoung University

and received a Bachelor of Science degree in geology in 1976

and attended Brigham Young University, also, and receive a

~ Master of Science degree in 1979.

Q . - And what have you done sihce'1979?

A o I was employed by Exxon Corporation in

‘Midland, Texas, for three years as a .development geologist.

I am currently empibyed with'Champlin és a development and
exploration geologist andll've been with ﬁhem for the past
two yeafé. |

| Q = 'Are you fémiliar with the acreage thét is

involved in both of the applications here today?

. A. - Yes, I am.
Q - And have you made a study of the area?

A . Yes, I have.
MR. CARR: We would tender Mr.
Jamés as an expert geologist.

MR. RAMEY: He is so qualified,
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Q Would you briefly sfate what Champlin

seeks. Qith this application? '

| :'A - Yes. Whaﬁ we seek is the creation of new

Mancos oil'p001 with special pool requirements and special

location requirements with‘160—acre'spacing.

Q- ' Have ybu prepared certain exhibits for
introduction in #his case? K
o A | Yes, 1 have.
Q  Would you fefer to what's been marked as

Exhibit WNumber Two and explain what this is and- what it

. shows?

A B '.Xes, I wiil,
| I1'11 tufn the projector on.
Okay. |
| Q Mr. ' James, would you first note what the

actual boundaries for the area --

A ’ Yes, the --
Q -~ are?
A ~- actual boundaries, "as indicated pre-

.viéusly; would " be a straight line down here in Section --

Township 20 North, Range 2 West,’includinglséction'18 rather
than é,'to conform with fhe'requested same area. |
' Q_ o What.doésvé- wh?t is-the purpose. of this
éxhibit? | ) |

A This exhibit indicates the acreage. posi-

tion of Champlin Petroléum within the spaced area. The
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‘shaded in areas are acreage which Champlin with its partners

owns 100 percent.
Q . Now you've stated that you conducted a

study of the geology in the area?

A Yes, I have. ‘

Q - | . On - what udid you rely in making' thét
StudQ? |

A . . That study was based on correlations of

well logs which we have availablelin this‘aréa; ,it was also
based upon coordination effofﬁs Qith the Qeophysicist; also
in this area.
' Q,;l " - Do you ha?ejan exhibit which shows the
feéult of your geélpgical st@dy and interpretétion?
A | Yes, T do.. | |

0 Is that what has been marked as Exhibit

. Number Three?

A - That's correct.
Q Would you please review that?
Y This is Eghibit Number Three. 1'd like

to call your attention first of all to the —-'to the numbers

~ which yéu'll see beginning with Number 730 in the lower . --

excuse me, 739 in the lower lefthand corner, a series of

numbers trending east, west to east across = this display.

_ Every one of these numbers is indicative of a shot point

used in making a seismic survey of the area.
You'll also note other seismic lines in-.

dicated moving to the north, also trénding west/east, at
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various 1ntervals on this dlsplay°

There are also some llnes whlch trend in

_a.dliagonal manner, as indlcated by my pen, Awhich are addi-

tional seismic lines.
o These diagonal lines run basically north-
east/southwest.

A Yes, 'thesevdiagonal lines are basically

" northeast/southwest, that's .correct. .

0 : And thosev ere ~- indicate whefe' shot
points were.
A " That's correct.
o >'Now would you please explain to the éom-
mission how you went about constructing this structure?

A o Yes} 1 will. First of all, corfelations

a were made off -of the well logs whlch we have avallable in

this area.and coordlnatlon was made w1th the geophy51cist
whO'I assisted in making thls;fj'whatAwe re calling a struc-
ture contour maé; i . | |

| The vlioee thao yoo.see on here are.indi~
catiﬁe of a common stratigraphic in:terval--i.r”'ivthe‘:'sﬁbsi—urface°
The manner in which this data is compiled 1s everywhere you

see a shot point a seismic time is calculated, which is done

by the geophysicist. Once the geophysicist calculated the

seismic time to a giver interval for each of these shot

'~points¢f'ltcoordinated with 'him with the well 1ogs we had in

the area and we picked which we felt was a repreéentative

horizon . for the Gallop formation on.the seismic lines and
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- contour by contour I aided the geothsicist in preparing

this structure contour map, which is’'a representation of the
structure on top of the Gallup formation.

0 - And who placed these contours? Did you

- or. dld the geophy51c1st°

A ' Yes, I did, with the geophysicist. We

' both worked =--

0 You worked together on it?

A We worked together.
Q . 1Is this your work product?
A ‘Yes, it is.

0 : And what basically does it show?
A What this Structure»contour map shows 1is

basicélly the trend of the subsurdee structure on the top.

of the. Gallup formation in this area.

Now, I'll: 81mp1y call your attentlon to
the close spacing of some- of the contours, such as over here

in. Section 6, and how as one moves to the southwest these

- contour lines in some places remaln closely spaced and other

places remain further apart.

Based on the inforﬁation:we have from the
seismicjtime, we feel we Have very good control to indicate
the plécement'of_those contour lines.

Q . ‘ And 1s developlng a map where you have

llmlted well data by using selsmlc a practice which is used

- by your company?

A Yes, it is.
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o And is this a procedure which you beliéve

" to be commonly used in the industry?'

A 1t certainly is.
Q .  _'were Exhibits'Two and Th;ee prepared by
you?
A " Yes, they weréf

MR. CARR: At this time we

would offer Exhibits Two ‘and Three.

| MR. RAMEY: Exhibits Two and
Three wiillbé admitted. | v_ | h

” o o MR, ‘CARR: And that congludes
my examinationiéf this witness.

MR. RAMEY: WMr. Kellahin.

CROSS EXAMINATION

‘BY MR. KELLAHIN:

Q . Mr. James; téll me something about the

~seismic information in terms of who made the actual == who

conducted or what.company”aéfually'conducte@ the  seismic
work and when‘that'was done.

A " . Filon Exploration shot the seismic 1lines

in 1975, This information was available on the market,

which Champlin subsequently acquired.

'Q _ ) And that was seismic work that was done

in 19752

A ‘That's correct.

Q Do you mean to conclude as a geologist
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88
that the northwest guarter of Section 11 would not be pro-
ductiYe'inlthe Niobrara member of the Gallup?

A That would be ﬁhe inference one would
draw; however, I wbuid like to refer'furthéf questions‘re-
garding that td our engineer, Who has further data to sub-~
étantiate thatﬁ | |

0 . Well, I think I understood yoﬁ to reach

the'geoidgic 6pinibn thatlthe'stippled area, or the 'dotted

_area on the postulated field outline =-=-

A : We're not prepared to discuss that at

.this_poini; Could I please postpone that?

MR. CARR: Mr. Kellahin, that

a

| A I  do not‘have“that onf:this overlay.
That's a subsequent overlay, _whereithat~stipp1ed'area oc-
curs.

Q , I'm sorry,. I was lodoking at Exhibit Two

.and you have not discussed Exhibit Two -~ Exhibit Three in

this area? . _
A 'ThatAshould be Exhibit Five. I have not
discussed Exhibit Five.
Q |  I'm sorry.
MR." CARR: Mr. Kellahin, Exhi-

bit Two only showed the acfeaée that Champlin has in the

area.

MR. PEARCE: I'm not sure that

‘we have a paber copy of Exhibit Two for our file.




10

11

12

13

14

15

16

17

18
19
20
21
22
23
24

25

89

0 'i'm going to show you what is marked Ex-
' hibit Two. | ‘ |

A "v. Okay.

Q ‘ That has submitted by Mf. Jémes on it,

and show you if this is the same exﬁibit that YOu've just
teétifiéd from? ' |

A ' No,“it.is not, Because what I have.tesﬁi;
fiéd from is this exhibit, or Two, Tright here, whicﬁ.ohly

shows Champlin{s’land.

Q. _ Ali riéﬁﬁ,' sif; noﬁ put the overlay on
it. | |

A This is Exhibiﬁ.fh;eefwith~the structure.

Qo ' Tha;‘s theiGallupﬂstruégure'overlay.

A - That's correct. .

Q  This is Exnibit Three. This is what you

have testified from.
A That is correct. ..

Q- "? "All right, let‘mé aSk'yod,questions about

~this one.

MR. RAMEY: My Exhibit Two and
Five are the same.

MR, CARR: We will supply a new

Exhibit Two which cohfifms -- looks like it is presented on

i

the screen by Mr. James.

MR. RAMEY: Thank you, Mr.

- Carr.

0. . Everybody agrees, 1 assume, Mr. James,
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including you as a geologist,,ﬁhat“we'iack adequafé well
'ééntrol in'ﬁhis‘reserVOir as we move to the north and té the
Qesz :Thére‘s'just nothing theré‘for us, is there? |

A z_'-f__i would not say there'ié' nofhing. There

. is limited information.

--Q* o ‘Okay. ~Based upon Coordinatioh with seis-

‘'mic data you'have preparedftﬁé Gallup structure map that's

shown on ﬁhe screen there.
| A | ;‘That's-¢orreCt. .
3 Q- g-h.All_right, i;Qevlost track as to the con-
clusiqn.yod'veifeéched from that éﬁalysis. Wﬁét'was-it?
| A " The cdﬁélusiop we:have réaphed, which our
éngineér;-Will'déJVe_iﬁﬁo in,mdrerdetqilf‘ ié.téé; there are
some treﬁds délihééted b&‘tﬁé?seigﬁié;thch:ihéiéaﬁe £0  us
varyiﬁg rates;of,dip on tﬁe Gallug.férmaﬁioﬁ,'qr,é‘memper;
| The ';méunt.éf féléﬁive dipiisn'iﬂéicated
by tﬁé'closeness:of'conpour lines. :Whe;e;ihe'contoﬁr lines

are closer it's indicative of ‘a higher rate of dip; where

‘they are further apart, it’S'indicati?e.of avlésser;rate of

 dip.

0 . AS we move up into the nofthwest -éuarter

- of Section 11 .we will be down dip from the southeast .quér=

ter.

A - That's correct.
Q " S0 a well located in the northwest quar-
ter Qf Section 11 would have'structural advéntaée ‘over a

well located in ‘the southeast quarter.
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Q Northwest as'qpposed to the southeast.

'K | 0f Section 11?2 |

Q Yes, sir.

A But what do you mean- struétural il
- advantag§?<

Q It will be down structure from the well

located in the southeast quartéf.

| A It will be down structure, .that is
correct. ‘ _
' 'QR.;‘KELLAHIN:=':I have nothing .
further of Mr. James. - . o . |

»MR,_EAMEY:.'iny;other‘questions

~of Mr.James? He may be excused.

MR. CARR: At this time I would

call Robert Butley.

ROBERT A. BUTLEY,

being called as a witness and being duly sworn upon his

- oath, testified as follows, to-wit:

DIRECf>EXAMINATION
BY MR. CARR:
| Q.. . Will you state your full name and place
of residenCe?.. : | | _
| A Robert Butley,'Littleton,'cOlorado.‘

Q - By whom are you employed and in what ca-
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pacity?

A : ; Champlin Petroleum Company,‘ Division En~

gineer, Pac1flc Division.

Q A'Wl» Have you previously testified before this
Commission or one of its examiners?
A  No, I haven‘t;-

Q. wOuld you review your educational back~-

‘ground for the Comm1551on?

AI;}' A I have a Baohelorls degree in mechanical
englneerlng from the Univer51ty of Mlchlgan ln 1977

Q o Since graduatlon would you review your

work experience?

a0 I started worklng for Shell 011 Company

!

in New Orleans; Loulslanay “in- 1977, au ‘a productlon en-

' gineer.

I attended their extensive graduate ' pro-

gram in petroleum engineering, which involved approximately

"$ix months of petroleum engineering training.

i I worked on several oil and gas fields on
thé Gulf.coast.area.

In 1980 1 went to work for Chéhplinlpet—
roleum Company, also as a petroleUm enqineef, and. I've work-
ed on exten51ve 0il and gas produ01ng flelds west of Nebras-
ka, including offshore Callfornla and North SIOpe Alaska,
éndl I ah currently superVLS;Qg four englneers and two en-

gineeringf'assistants in the éffect that they are'alsofevalf

uating reservoir production and écohomics for Champlin Pet-~
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roleum Company.

Q : Are you a member of any professional or-
ganizations? .
A - I'm a member of theASociety-bf Petroleum

Engineers.

o - 'Does your cufrent §rea of responsibility
for Champlin inéludé northwest New Mexico?

A _fes, it aoésp

0 Are you‘fam§}iér_with Ehe application

filed in this case on behalf of Champiin?f

A - Yes, I am.
o Have you conducted a study .of the Mancos
oil pool in this area? o o R

A  Yes, I have.
| | MR, CARR:'.Weuhould,tender Mr.
Butley as an expert witness in petroléumfengineering;
MR. RAMEY: So qualified, Mr.
Carr. | | |
Q ' What information did you study in evalu-
ating the MancosAformation in this area?‘
A 11 reiﬁerate, first of all, that
there'é ﬁot,ﬁuch data available, so what I'did study was the

available well data which Champlin had access to. I re-

. viewed technical papers and jourhalsvthét were written on

similar type producing reservoirs, and I've also read some
transcripts on previous Mancos ‘oil pool spacing hearings be-

fore this Commission.
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0 L  Have yod:reviewéQ'the tféhscripts'oﬁ- the
Puerto Chiquito and Canada”Ojitéé Unit?- |
A‘ : Yes, I have.

0 . Have you reviewed the seismic work that

: wés-prepa;ed by Champlin?

A Yes, I have;

0 % | What conclusions; generally, about the
Mancos in‘this:area,haVe you been.aﬁle.to reéchg

A | Generally thaﬁ»tﬁé -- the fracture trends
would most likely lie in t@eAhortﬁéa$t tpASOuthwest direc-
tion; tﬁa; the'fréctureé‘afékOil'pféduetiveS'aﬁd:that £here
méy be minof frécture tréndgﬁlyiﬁg',p?ﬁyeqaicujgr to vthe

northeast/southwest that would have limited contribution to

‘a well's productivity. .

Q : . Would you refer to what has been marked
as Exhibit Number'Four, Champlin's Exhibit Four, and identi-
fy this and review it? N

A : This 1is a paper entitled- Fractures in

Cretaceous Rocks from Selected Areas-of the San Juan Basin,

New Mexico, andlExéloration Impliéations.  It's an AAPG bul-
letin that was published in April of 1979,
| Generally it deals with_the -- where you
miéht expect‘to find fracture§ and specificélly refers to
the Verde field and the West Puerto Chiquito Field's produc-
tién_ahd,reéervoir characferistics.
0 | ,. Is ohe of the authors of this paper Al

Greer?
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A | Yes. _
Q- v | And what‘dqes-AAPG stand for?
A . vThe_Aﬁericaﬁ Aésqciatiéh of Peﬁréleum Geb—
vz;éqistSﬁf- | | | | |
| Q. o 1s this‘one"of,the{documentskiou relied
" on ;n making your study of tﬁe area?_1. - |
| A | Yeé, this énd_éthgrs;
Q ,H And was-—-.didmyou uéé\data_from this do-

cument in trying to'determingTwnat-‘the;'drainage‘»pattern

might bﬁ?, - o 'f?nff3

A Yes, I did.

Q . - Is this a reliable source of information,

~in your opinion?

'Av-.' blp my bpinion it is. |

:Q:'., " Is this ﬁhg type of détavthat*aipetroleum
engineerhﬁould rely upongiﬁ'making‘this kinduof a study?
| A. | ‘ Yes. | |

Q - ) T What kind 6ffa-dfainage pattern would you
anticipate‘in thislarea?‘ | |

A I would expect it tOSfOIIOW'the fracture

-trends.of the'northéaét/southwest direétion,,

. .Q7i:.¥‘“ Have you prepargd‘an’éihibit whiéh- shows

ybuf_prcjéctibﬁ of'the‘limits of'fhe'§ﬁbjgc£‘oil reservoir?;
A | " Yes, I have.

o '  : Wouid“ypu,pléQSe refefﬁﬁo Whai-has, been

marked_'as Ekhibit Number Fivé,éhd'review tﬁat for the -Céh-

mission?
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A If I may, 1'l1 stand up in front of the

screen?

MR. KELLAHIN: Is tﬁis the rea1
Exhibit Five? | ' ‘

A : Tﬁis is Exhibit Five, AThié is Qhat we
call therPostulated Field oOutline. |

What I'd like to explain is how:I-arrived

at this particular outline.

Using the @nﬁqrmation'avai}able on  how
fractures might occur within a résérvoi# sﬁch és this, the
general'impliéation was fractureé'wiil oécuf in the areas of
the ﬁaximﬁm réte’df change of»dip{ ‘now that.beingiivisually

taking a piece of rock, ‘tegardless as to what dip it cur-

rently is at, and changing that dip.in_such a manner as to

‘fold it or crack it, and we expect that those fractures

would lie parallel to the lines of strike of this structure.

~The upper and lower limits that I've out-

lined . on this postulated fiéld‘outlihe lie in' the areas

.where, as was testified pfeviouélyfby;ouf geologist, the

spacing between -- the contour spacing between the lines 1is
changing from a-parﬁicular spacing of:barticular rate of dip

to something wider, or in this case indicating that you have

‘a rate of change of dip, and I'm saying that the rate of

change of dip going in the southerly direction here stops at
about the contour on the seismic time of about 735 milli-

seconds.,

Going to the north you have almost the
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same, 1dentlca1 51tuatlon as is shoon to the south, .where
you~ have ‘now the w1der spa01ng contours becoming narrower
spaced; therefore,‘va change of rate of dip is.ocourriné at
that ooint .ih time} and this ie‘atlappfoximately'the 765
millisecond contour. | | |

| : On the east ahd west 81des of the postu—
lated ‘field ;outline 1've: used the well data that we had
available to us 1n the area. - |

This well up here, which on our map  is

-lndlcated the Lew1s Vo., 2, 1 believe the'name has chahgeé

now to the San’ 151dro 1- 16, which is shown on Sam Gary s ex-

hlblts - and part of his Cross sectlon, from our information

on this well it roughly has a Zoeharrel _a_‘day .producing
rate, ahd'theh"we’ﬁe ended the field outline on the western
half of the postulated outllne based on some . PI data. we have
that 1ndicated the well we have marked on- our map as the San
Isldro and I can' t_qu;te rea@ that, can you help me, I think
that's 15-1 -- - |
MR, KELLAHIN: 4.

A ; A—; 15-4 Well, the'infofmation we have isi

that is foughly abOot_ah 8 ba:rel_a oay 1P, and was testi-

fied previously, if you're not in the- fractures you would

expect an 8 to 10»barrel'a,dayvrate. Thefefo:e_we feel that

| thie is the ends of the field limits.

Q - ... Do you anticipate that a commercial well

could be drilled within the area that you have stlppled the

drop shaped -
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A - Yes, we expect that this is the limit of
the fractuted,reservoir'and within.the fractured reservoir
we hight expect well rates in the range of 100.§Q! perhaps,
200 barrels'a-day; o “ |

Q - : . What qqnclusions_can:you reachrabput the
(inaudible)? | o |

A _ Excuse me, I couldn't hear.

o) | What conciusiSﬁs_éah yéﬁ draw from - this
about the field? = -

A‘ - _ Basicélly,_ thaﬁ the frécfures lie onl?
within our- pdStulated outline; :tﬁét the afainaqe radius
would be heading northeast/sogthwest direction, and that oﬁr
southern half of the‘—- that‘the soutbwest.quarter of Sec-
tion 11 is in fact p}oductive, as we've shown it.

0 : ~ How woula you evaiuate the _chances of
drilling a comﬁercially SUCCessful well in the northwest
quarter qf Section 117 |

A .. As we can see on our map here, the postu-

lated field outline does not extend into the northwest quar-

ter  of 'Sectioh‘ll,' and thé;reason’béing is thaththe con-
tours, as §uf geolqgist andlgéobhysiciét'have shown them to .
be, are paréllel'and cloéely‘spéced{ therefote, because of
thé literature that I've read saying that if you have a con-

stant rate of dip and no change of rate of dip in the rock,

we wouldn't expect that to be fractured; therefore, I don't

"believe the fractures extend. into this north half of the ==

of the south -- the northwest quarter of Section 11, and
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therefore the chance of us getting a”commercially productivé
welllin‘there afe.hil. | | | | |

Q- ﬁ What. would;”be‘theteffooélgof granting
Sémuel Gory's application, in your oplnlon? |

A ' Baéically, -lf Sam Gary s appllcatlon is

~approved;'_as we ve shown the fleld outllne,.;we.cou}d not

have a drainage point in thls'pool.

'In addition to that, . being that we feel

_that the productive areas do extend into the southeast of

Séction‘lo and are aiso, perhaps, in the well that»is in the
northwest of Section l4,lthat Sam Gary could, in fact, drill
a productive well‘on.the west side of our soothwesﬁ quarter.
Hé‘ élready_has'a weil~to the'south'of'US‘and to the east of
us. Thefefofo;i'those three Qellé.should'be able to“ drain
entiroIYAOur southwest quarter of Section:li. o

0 . What effect would this have on your cor-

" relative rights?

A _ Well, our correlative rlghts in that case

would be denled and we would not be allowed to produce our

share of the reserves from the pool that we have defined.
Q ' o Now Champlin has recommended“ development

of this area on l60-acre spacing. What is the reason or the

‘basis for that recommendation?

A S Well, the reason is exactly as Sam Gary
has stated before. It's thQVflexibility needed to be able

to chase these fractures and to drill within the poocl as we

. feel -the fractures exist.
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The effect would: be that if we could not

drill in what we feel is the fractured area of the feser-

voir, we would have a noncommercxal well

Q .. Have you reviewed the-econqmics;of;devel-

.oping'on 160¥aCre‘spacing?

A Yés? 1 Qa?éf;‘ ¥A »
4‘Q' o ~ Have you.ﬁrepafed.éﬁ,exhibit“in that re-
gard? o |
A o '.Yes.
Q- f : | ould you please refer to what's- been

. marked as Exhlblt Number Six and rev1ew thlS for the Commis-

sion?

A ‘1 ‘ This is an exhibit which shows Champlin s

llmpresslon of what the economics would be of drllllng a well

. in- this area.

It shows that we .would require ab.mihimum

-of .60;900.5arrels Qf_bil to.haye a commerqialiy éroductiVé

well.
'In my analysis of 160-acre spacing in .
ﬁhis,aréé,:WQ believe the mo§ﬁulikely production would be on

a ¢QnserVativé‘side'in the range of 80&to-1Q0,00Q.bafrels of

oil, which would certaihly make'it_economic for us to drill

on 160-acre spacing.

Q- o Champlln also recommends a well location

‘requirement of 330 feet from the boundary of ‘any lé60-acre

tract. Would 'you explaln Champlxn_s reason for requesting

those,well!lbcation requirements?
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A ‘,‘ The reason for that 1s to ‘once agaln al-
low the flex1b111ty to drlll a well where we feel the frac-
tures exist. |

This 330 6ffééf Qduiatallow.a much Iéfger
window within the 160—acre“éreaifor»plé?éﬁeﬁt of a well. It
would also protect an Opefator from drainage in the case
where they needed to drill thhln thelr section within the
fractures to drain thelr acreage in that area.

Q Would you now refer to what has been

marked for identlflcatlon as Exhlblt Number .Seven, idéntify

" this, and review 1t "for the Comm1q51on?

A ' Okay. This is a report entltled 0il and
Gas From Fractured Shale Reservoirs in Colorado and North-
west New Mexico. _'It's by William Mallory of the United

States Geclogical Survey and was written in 1977.

Q . Does fhis report discuss the subject

' aréa2f‘ ’
| A »“It does discuss fractured shale reser-
voirs in ﬁhé San Juan Basin and in Colorado. - It deals with

;many different types-of ffactured shale reservoirs.

Q _ . Did you base any of your conc1u51ons on

the area from your study of this report?

A Yes, I did. Page 22 of that report indi=-

cates an exploration and completion practice that is recom-
_mended in pursuing fractured shale reservoirs and it states

“basically that you can't plan on a routine spacing pattern

in a fractured shale reservoir if you're going to chase the

n {,. ‘.' ,V . “ | ; N | ‘ . 
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fractures.

1t also states.on7page‘23‘the estimated

recoverably oil in place. It indicates that in a fractured

. shale reservoir the only way to:khqw-what type of reserves

_you're going to:have is to cite past performance or rely on

an analogy.

| QA. ..',What would be'theleffect, in youf opin-
ion, of gfanting.Champlin's aéplication? |

| | A Champlin's‘appiication would. allow, in
our opinion, ’optimﬁh'drainage of‘the.reservoir. It would
allow more wells to be drilléé‘in the-reservoir.  The ana-
logy to that is fh;t it would allow increasgdirecovery due
to more drainage points. | |

It would prevent waste due to increased

recovery.

o - - What would be the' result of granting

‘Gary's application in regard to waste?

A . Well, the exact opposite to what I just
said on our!abplication° It would be that you would have

less driiling'in the reservoir; . therefore, less total pro-

duction, and therefore waste of potential reserves and in.

addition to that, it would deny us our correlative rights to

produced:the reserves under our sOuthwést quarter;
| Q A If Mr, Ga;y;s.proposal were granted 6n a
tempgrary basis;.what impact would that.have on you? |
A‘ Well, the impaét would be that ﬁe woﬁld

most likely be drained in the time that it would take to get
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.thlrd well to- offset us. '

Qw S Were ﬁxhlblts Four through aeven prepared‘ I
by you or complled under your dlrectlon?
| - A . - ' Yes, they were. o
MR;VfCARR:'v'At this t;me we

would offer Exhibits Féur'throuéh séven..

MR. . RAMEY: Exhibits Four

- .through Seven will be admitted.

. MR, CARR: That concludes our

direct examination of this witness. .

" MR. - RAMEY: Any questions of

-the‘witness? Mr. Kellahin. -~

MR. KELLAHIN: ~ Mr. Chairman.

|  CROSS EXAMINATION
BY MR. KELLAHIN: o
-Q : .Mr. Butley, you‘saidfthat you éxamined
the:seiShié information that. we've ﬁeard your geélogist dis-
cuss and that you also examlned well data that was avallable
to you in the area to determlne what your oplnlons would be.
| What well data dld you_actually examlne?
 - 1A - We have the well data in what we have
caliedAﬁﬁéngwis.No. 2 Well, located up here in Sectlon 1.

S Q o All right, sir, let's take them one at a

time. That well, I believe, you told me produced 20 barrels

é,aay’outfbf the Niobrara.
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A - That's correcg;' |
Q All right, yog‘ve lqoked at ‘the well in-
formation frém that.' o S
A Yes.
Q ' Whaf's the -- any other wells that you've
lookéd at? |
A The only other well that we have data on

is ﬁhisfwell'here;in Section 15, which is the San.Isiaro NO .

1.

o - All right, sir, we've referred to that, I

‘think, as the 15-4, but we're looking at the same one.

That's'also'a well that I believe you've told me produces 8
baffels a day out of the Niobrara.

A To our infdrmation, yes. We have only

“the PI information on that, the p@blic'reéord.

0 _ ‘Both wells are outside of the stippled-

area vthat you've postulated as being the field outline for

- this field.

A That's correct.

Q . Okay, notwithstanding the fact that they

both producefoil from the Niobrara member that correlates to

the samé.préduéing interval within the field itself.

A fThat's correct. I might add that we're

'talking field in engineéring terms. is different from geolo-

gical or exploratory terms and that 1 .deal with economically

recoverable reserves and not just the presence of oil.

o -~ The northwest quarter of Section 11 is a




10
11

12

13

14
15
16
17
18

19
20
21
2
23

24

25

. 105
portion of Séctibn’il that you feel would not be»e_c_bnomic°
A That's cgffect.

Q Would. you recommend to your management as

'a petroleum engineer that they farm out that acreage as

being potentially nonproductive to Samuel Gary?

A ‘ No.

Q  ] ‘I believe ybu'ye indicated to us the exa-
mination. of the seismic iﬂformation.and your other data
caused YOd}tofﬁelieve that the fracture trend wouia follow

the parallel lines' of the structure. In other words, run-

‘'ning from northeast to southwest.

A o  That's correct,
Q ' pid you hear Mr. Haddénhorst's testimony
earlier this afternoon that he felt that their 14-4 was

drilled at its location in an attempt to find that same

- fracture trend as it runs from northeast to southwesfco

A  That's correct.

0 Al right, sir, and that's the premise

upon which you have also postulated the field.

“A ' That's*correct;

Q All right, and{?ou~also heafd.Mr. Hadden=-
horst .£éstify' that they did noﬁ encounter the fracture iﬁ
their effbrts to drill on a parallel strike with the struc-

A o I understand that the wellbore did not

~encounter the‘fractures, the wellbore being 7 inches in dia-

meter.
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Q ‘ Is ‘it pos51ble that the secondary' frac-

'ture systems in the reservoir can’ run perpendlcular to the

,structural contour llnes°

A , Yes,‘ I would consider those minor in re-

Apect to the malh fracturlng trend and most - likely would

contrlbute very llttle 1n the form of commerc1al @roduction
to.a well° | | |

| Q. : - And unt11 we drill a well 1n some- portlon

ﬁoi the northwest of your llmlts of ‘the postulated fleld we

are not- 901ng to know what the economlc productive limits of

'the well are’ actually g01ng to be, is that not true’

A . That's ‘true in any case,J.but generally
when we drill a well, we'll drill ajweli>§aSed on the best
data >we have available and our data éays that area is not

productivea-‘TherefOre, I would not == I can say that Champ-

~lin is not prepared to drill a well in the ‘north half of

that sectlon rlght now.
0 All right,lsir. Thank ybu, Mr. Butley.
I have nothing further. |

"MR. RAMEY: Any.other questions

of the witness? He may be excused.

~~Ahy£hing further, Mr. Carr? A
MR. CARR: 'No;ning fur;her.‘l
have'a7ClosingAstatement; | |
-‘ MR. RAMEY: Mr. Kellahin, do
you héVé a-ététeﬁent? | “ |

MR. KELLAHIN: Yes, Mr. Chair-
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MR. RAMEY: You can go first, I

quess, Mr. Carr.

MR. . CARR:  Thank you, Mr,
Ramey . |

1 think it's important - to

.remember«fthat the statutory duty of this Commission is to

prevent waste and protect correlatlve rights, and as you

,know, correlative rights is defined as affbrding an interest

owner’ the opportunity to produce their just and fair’ share

Zof the reserves under a tract, under their tract.

Let s look a%the Gary proposal

,I think all parties have admitted there s really little data

available in terms of the extent of the reservoir. We sub-
mit'that they have shown.Virtually‘nothing that would EStab-
lish How their proposal wouldjactually_preveht.waate.

o We \submit, .on'the other hand¢
it sﬁows that,;— the evidence.aﬁows that waste will occur.

Their proposal will limit the flexibility of opérators in

" terms of bting able to locate. wellb in the pool and lf these

.'wells are drilled and cannot because of the reduced flex1—

bility?~1ntercept fractures.oil w1ll—be left in the ground

~and we submit that there is a real risk here of underground

waste. -
It's very clear that although
there's 'a question on whether or not -=- on the waste ques-

tion,_“that' their proposal wodld clearly impair correlative
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rights. They would like to 1imit deVelopmeﬁt to one we}l to

. each 4320_acres; that they propose that these wells be lo-

cated in the sQuthwest - southeast quarter or in the north-
west quarter. |

| Well, as we've shown, where the
flexures run frdm:the northeast to séuthwest,- if you keep
tﬁat'point in mind, and if yéh look at the present stand u§
dedication of the écreage.invthe spacing unit in the east
half 6f,séction:il;' and yodlhold that up against their pro-
poséd rule, what,.in effect, they»ao is simply space Champ-
lin out of thelpool. They have a well immediately offset-
tingjthevsouthwest quarter of il to the south. They have a
weil offsetting it to ‘the east, and evenithouéh they've re-
presented today. they do ﬁot-havé pléns‘to dévelop to the

west, that option would be available under the rules which

' they propose.

We believe that this kind of a
situation, the,lonly'place we could go and drill is in the
northwest gquarter of Section 11} which we believe is ==

would be nonproductive. We believe this situation simply

"denies Champlin the opportunity to produce the reserves un-

der the southwest quarter of Section .11, and by everyone's

interpretation there are commercial vreserves under the

'southwest quarter of Section 11.

quy has proposed 320-acre
spacing but if you really look at theif rules it would per-

mit drilling oniaiagonal forties and it's either de facto
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~40-acre spacing or it's de facto 80-acre spacing, and we

simply believe it's an unreasonable limitation to impose on-

the wells in this area right now in an area where there is

really relatlvely little data.

We believe that grantlnq their

‘appllcatlon would authorize dralnage from our tract, that it

would deny us the‘opportunlty>t0 offset thls-drelnage with

counter drainage and we submit that under your statutory di-

_rective you cannot do this{f.

' We belleve you ‘have no alterna—‘

tive but to deny the . appllcatlon of Samuel Gary on the re~ - |

cord. made before you here today.

- If we look at Champlin’'s. appll—

'icatlon,, all'wefare seekiﬁ@'ls lGO—acre spacing. We believe

that- thls would permit. prudent and" economical development of
the area; that,lt'would result 1nwthe 1nc:eased'recovery of
oil. and would not impai;»tﬁe?Eorrelati&e\righte of any in-~
tefeso owner in thié’pool. .

. We believe that application

should be granted.l We 51mp1y are before you today as the

owne: of acreage on whlch we belleve we can drill a commer-
oiai,011 well. = We are’ prepared,to forward immediately and
difil thet well and.we ask that you do not deny us the op-

portunlty to produce these reserves..‘

 MR.  RAMEY:  Thank - you, . Mr.

- Carr. .

Mr. Kellahin.

S
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MR. = KELLAHIN: Mr. Chairman,
we've'presénted'you with a classic case requiring temporary
spacing. .It is virtualJy impossible, as the Commission
knows, to cOhClusivély establish“what tﬁe approppriate spac?
ing ou&ht_to be. That only Sccﬁré after you've drilled too
many wells. |

'phé whole.purposé of the tempo-
?aryvspacing ruleé, énd some.of them are spacéd for a tempo-
rary period of up.to three yearé. _We're ésking ‘fof one

year, -and the whole point is to give the operators in that

:pool \a‘oné year opportunity to conduct further ihformation

to thereby avoid drilling of unnecessary wells and cause de

faéto spacing on the closest statewide spacing available.
We've done these type of cases
time and time again and thelpnly prudent and reasonable

thing ‘to do in these cases is you set forth some require-

ments fhat maintain the status quo and allow those operators
- that choose to drill wells, such as Samuel»Gary,>to develop

further = information. from which to conclude whether the wide

spacing on 320's is appropriate.

| We have.propoéed‘at the hearing
today sbme'addit;onal factors that we think ocught to allé—
viate aﬁy'anxiety over the correlative rights of Champlin.

We propose, . and are willing to

‘have the order stipulate, -that during the temporary nature

of ‘the field rules, that Champlin will not cause the dril-

1ing of a well in the southeast ﬁﬁarter of Section 10.

|
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In addition we afe willing to
stipulate and have the order show that Champlin will not
céuse the .drilling of a well in.thé porthﬁesﬁ quarter of
Section 13.

The vwhole ‘purpose is not to
surround Champlin énd drain their acreage-for,é year, The
intent 1is to keep these four wells in a situation where the

engineer can dévelop data to determine what the appropriate

spacing is.énd that should it‘determine after one year that

160's is appropriate, then'wé're_in a position where we can

go;lback énd infill or change.spacing -- change the spacing
pat£erh. B

VWe’,believe that there is ade-
quate evidence at this point to demonstrate that there is
good~continuity_aéross the projecﬁéd area., Mr. Butley's own
ehxibit demonstrates that he has’excluded wells from the
fleld area for his economic reasons, but excluded wells from
both ends of the proposed pool area that do produce oil from
the Nlobrara member. »
| dne, well, admittedly, only

makes 8 barrels a dayj the other one makes 20 a day. We

believe it's unfair upon seismic information alone and what

he's postulated here, to enter upon .a course of action that
precludes this field to be developed on 320 acres.

We have“seen-this-kind of case

_fecently and it's all;based uponer; Greer s work and ulti-

mate success, the great success he s had 1n the West Puerto
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Chiquito'Mancos.

. ~We'§e allowed Mf. “McHugh to
spaéé'a,ﬁa§¢os oil pool on 320 acres for a témpo;ary pefiqd,
and 1 think eVefyone‘here admits“thét this feSefvoir is very
much like those and I‘doﬁ't'see'ﬁhét We'd.do anyone harm,

particularly Champlin;_'to allow the spacing pattern to be

1;'developed vbn 320 acres for this one year period, and 'we

would sé,rQQUest that our'applicatibn be granted°

MR. RAMEY: Thank you, Mr. Kel- .
Does anyone have anything fur-

I would‘requesﬁ Mr. Carr and
Mr. Kellahin _provide me.'Qiﬁhvproposed:orders for these
cases. | . . | |
‘ Mﬁ;»KELLAHIN: Be happy to.
MR, RAMEY: Qith'that we will

take the cases under advisement and the hearing is ‘adjourn-

ed,

(Hearing concluded.)
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CERTIFICATE

.1, SALLY' W. BOYD, C.S.R., DO HEREBY
CERTIFY that_thé;ﬁoregoing TtahsCript of Hearing before the
0il Conservétion Division was feporﬁed.bY“me;"that the said

transcript is " a full, true, and correct record of -the-

hearing,.prepaxed by me to the best of my ability.
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