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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION ^ - j| jj 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: CASE NO. 11,219 

APPLICATION OF CONOCO, INC. 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

A p r i l 6 th, 1995 

Santa Fe, New Mexico 

This matter came on f o r hearing before the O i l 

Conservation D i v i s i o n on Thursday, A p r i l 6 t h , 1995, a t the 

New Mexico Energy, Minerals and Natural Resources 

Department, Porter H a l l , 2 040 South Pacheco, Santa Fe, New 

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

No. 7 f o r the State of New Mexico. 

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

1:44 p.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l Case 

11,219, which i s the A p p l i c a t i o n of Conoco, I n c . , f o r an 

unorthodox gas w e l l l o c a t i o n , Eddy County, New Mexico. 

Are th e r e appearances i n t h i s case? 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n of 

the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , appearing 

on behalf of the Ap p l i c a n t , and I have one witness t o be 

sworn. 

EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

MR. KELLAHIN: I n f a c t , Mr. Hardie i s already 

under oath. 

EXAMINER CATANACH: Okay, the record s h a l l 

r e f l e c t Mr. Hardie has been sworn i n and q u a l i f i e d already, 

so we can get r i g h t t o i t . 

MR. KELLAHIN: Mr. Examiner, I'm handing you the 

c e r t i f i c a t e of n o t i c e of t h i s hearing t h a t we have sent t o 

the o f f s e t operators. 

BILL HARDIE. 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Hardie, i f y o u ' l l t u r n t o what we've marked 
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as E x h i b i t Number 1, i d e n t i f y t h a t d i s p l a y f o r us. 

A. E x h i b i t Number 1 i s again a base map — t h i s time 

we * r e l o o k i n g a t South Dagger Draw — and on i t I've shown 

Conoco a hundred percent acreage i n s o l i d y e l l o w , p a r t i a l -

i n t e r e s t acreage i n cross-hatched yellow. 

Most of the black c i r c l e s t h a t you see represent 

o i l w e l l s completed i n the Cisco/Canyon for m a t i o n . 

Y o u ' l l n o t i c e t h a t as you move from n o r t h t o 

south along the s e r i e s of w e l l s , t h a t you get more and more 

gas w e l l s . That's because the Cisco/Canyon r e s e r v o i r gains 

e l e v a t i o n and passes i n t o the gas cap, so some of them are 

o i l and some of them are gas. This i s more of a t r a n s i t i o n 

zone. 

On i t I've also shown — o u t l i n e d the proposed 

320-acre p r o r a t i o n u n i t t o be dedicated t o the Preston 15 

w e l l t h a t i s located a t an unorthodox Morrow l o c a t i o n . The 

footage i s 860 f e e t from the n o r t h l i n e , 710 f e e t from the 

west l i n e . 

Q. We're now i n an area t h a t i s w i t h i n the 

boundaries of the South Dagger Draw Associated Pool? 

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

Q. And the r u l e s are s l i g h t l y d i f f e r e n t f o r t h i s 

pool than they were f o r North Dagger Draw, are they not? 

A. Yes, they are d i f f e r e n t . 

Q. We're i n an associated pool where the 

STEVEN T. BRENNER, CCR 
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Cisco/Canyon production i s 320 spacing? 

A. Yes. 

Q. And you propose t o have t h i s a d d i t i o n a l Preston 

15 w e l l dedicated t o the n o r t h h a l f of 35? 

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

Q. Which i s an e x i s t i n g spacing u n i t f o r the South 

Dagger Draw Pool? 

A. That i s c o r r e c t . I t i s also — C u r r e n t l y there's 

a producing Morrow w e l l i n t h a t spacing u n i t . That would 

be t h e Preston Federal Number 6. 

Q. I s t h a t the w e l l Mr. Beamer j u s t r e f e r r e d t o as a 

p r i o r example of where Conoco had taken a Cisco w e l l and 

had d i r e c t i o n a l l y d r i l l e d the bottom p o r t i o n of t h a t t o 

access the Morrow? 

A. A c t u a l l y , t h i s one i s — i t i s dev i a t e d ; i t ' s 

deviated a l i t t l e d i f f e r e n t l y than t h a t . 

I t was — You know, we began the d e v i a t i o n a t 

approximately 4000 f e e t , deviated t o a bottomhole l o c a t i o n , 

and then s t r a i g h t e n e d the wellbore out t o v e r t i c a l again. 

A l i t t l e b i t more complicated than what we were proposing 

i n t he previous case. 

Q. Okay. 

A. That n o r t h h a l f of Section 35 i s c u r r e n t l y 

dedicated t o the Preston Federal Number 6 — 

Q. A l l r i g h t . 

STEVEN T. BRENNER, CCR 
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A. — i t ' s producing out of the Morrow fo r m a t i o n . 

Q. I f you're successful w i t h the Preston 15, what 

w i l l you do w i t h the Number 6 well? 

A. I t w i l l be recompleted t o the Cisco/Canyon. I t 

i s near d e p l e t i o n now i n the Morrow. 

Q. So the Preston 15 would be a replacement w e l l , 

and you would not have two Morrow gas w e l l s producing a t 

the same time i n the same spacing u n i t ? 

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

Q. I f you're successful, what Morrow gas pool are we 

in? 

A. We are i n the Cemetery-Morrow Gas Pool. I t ' s a 

r a t h e r l a r g e gas pool t h a t — Most of the w e l l s i n t h a t 

pool l i e t o the east of t h i s p r o r a t i o n u n i t , so we're k i n d 

of pushing the boundaries t o the west. 

Q. We're i n t h a t p o r t i o n of southern South Dagger 

Draw t h a t begins t o make a t r a n s i t i o n i n t o I n d i a n Basin Gas 

Pool? 

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

Q. The D i v i s i o n — I t h i n k t h i s Examiner has d e a l t 

w i t h other hearings w i t h i n t h i s p a r t i c u l a r area, has he 

not? 

A. Yes, he has. 

Q. I f you look over i n Section 34, t h e r e was a 

former d i s p u t e between Conoco and Yates w i t h regards t o the 

STEVEN T. BRENNER, CCR 
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Diamond Well 1, was there not? 

A. Yes, the r e was. 

Q. And where i s t h a t l o c a t i o n ? 

A. I'm not e x a c t l y sure about the footage of t h a t 

Diamond 1 w e l l , but i t i s located i n the southwest q u a r t e r 

of Section 34. I t was a proposed Cisco/Canyon gas w e l l 

l o c a t i o n . 

Q. Okay, t h a t w e l l has not been d r i l l e d , has i t ? 

A. I t has not. I t was an unorthodox Cisco l o c a t i o n . 

Conoco argued f o r a penalty t o be placed on t h a t , and the r e 

was one. Yates has not y e t d r i l l e d t h a t l o c a t i o n . 

Q. That would have been a gas w e l l i n the Cisco of 

southern — of South Dagger Draw? 

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

Q. Are the r e gas w e l l s i n South Dagger Draw shown on 

t h i s map? 

A. Yes, the r e are. There are a c t u a l l y s e v e r a l . 

I can p o i n t out the Preston Number 1, which i s i n 

the south h a l f of Section 35, i s a Cisco Gas w e l l . 

Moving south of t h a t , i n the s h o r t s e c t i o n s , i n 

the s h o r t s e c t i o n , 35, the Mojave i s a Cisco gas w e l l . 

To the west of t h a t , the Preston 4 i s a Cisco gas 

w e l l . 

And then there are several others as w e l l i n t h a t 

area. 

STEVEN T. 
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Q. W i l l you have a separate d i s p l a y t h a t w i l l l e t 

the Examiner see only Morrow gas w e l l s and how you have 

i n t e r p r e t e d t he geology f o r those wells? 

A. Yes, I w i l l . 

Q. Describe f o r us the concept. What are you t r y i n g 

t o do w i t h t h i s well? 

A. The o b j e c t i v e of t h i s w e l l i s again t o d r i l l the 

most fa v o r a b l e Cisco/Canyon l o c a t i o n a v a i l a b l e i n the n o r t h 

h a l f of Section 35. 

Our c o n s t r a i n t s on the Cisco are a l i t t l e b i t 

d i f f e r e n t here i n t h a t the o b j e c t i v e i s t o avoid 

i n t e r f e r e n c e between e x i s t i n g w e l l s . We are a t — 

Q. W i t h i n what formation? 

A. W i t h i n the Cisco formation. We are a t the — 

k i n d of the updip end of the o i l r i m f o r the o i l p o o l , and 

these w i l l — What we would l i k e t o do i s i n i t i a l l y 

complete the Cisco i n the o i l l e g , deplete the o i l , and 

then recomplete t o the gas cap above i t . 

And we don't want t o develop t h i s on 40-acre 

spacing, p r i m a r i l y because there's j u s t not enough o i l t o 

j u s t i f y t h a t . When you do produce out of the gas cap, 

th e r e would undoubtedly be i n t e r f e r e n c e on 4 0-acre spacing 

i n t he Cisco. 

So the o b j e c t i v e here was t o s p l i t the d i f f e r e n c e 

between the e x i s t i n g Preston Federal Number 1 w e l l i n the 

STEVEN T. BRENNER, CCR 
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south h a l f of Section 35 and the Preston Federal Number 9 

w e l l , which i s i n the northeast corner of Section 35. 

Q. You've discussed the o b j e c t i v e i n the Cisco. 

What i s the purpose of t h i s w e l l l o c a t i o n f o r the Morrow? 

A. At the Morrow we be l i e v e there's a channel t h a t 

t r e n d s east-west across the top of t h a t s e c t i o n , and our 

o b j e c t i v e would be t o encounter t h a t channel w i t h t h i s 

w e l l . 

Q. A l l r i g h t , s i r , l e t ' s t u r n t o the surface issues. 

I f y o u ' l l look a t E x h i b i t 2. 

A. E x h i b i t 2 i s a surface topographic map, copied 

from the USGS 7-1/2-minute quadrangle s e r i e s . I t shows 

Section 35 i n i t . 

I've o u t l i n e d i n a dashed l i n e the proposed 

p r o r a t i o n u n i t t h a t would be dedicated t o the Preston 

Federal Number 15. I've shown the Preston Federal Number 

15 w i t h a red c i r c l e and the arrow beside i t . 

Also shown i n green shading are the orthodox 

Morrow windows. There are no r e a l surface topographic 

c o n s t r a i n t s on e i t h e r the Morrow l o c a t i o n windows or on the 

proposed Preston Federal Number 15 w e l l . 

Q. You described i n your e a r l i e r testimony t h a t 

you've spent i n excess of f i v e years as a Conoco g e o l o g i s t , 

d e v o t i n g a s i g n i f i c a n t p o r t i o n of your time t o the Cisco 

f o r m a t i o n . Would t h a t work e f f o r t also i n c l u d e t h i s 

STEVEN T. BRENNER, CCR 
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p a r t i c u l a r area? 

A. Yes, i t would. 

Q. As p a r t of your knowledge and i n f o r m a t i o n f o r 

t h i s area, have you been on the surface i n t h i s p a r t i c u l a r 

p o r t i o n of the po o l , as you were i n North Dagger Draw? 

A. Yes, I have. 

Q. Have you found t h a t the USGS quadrangle maps f o r 

t h i s p o r t i o n of South Dagger Draw are r e l i a b l e and accurate 

when you examine the surface and compare the surface back 

t o the map? 

A. They are accurate. 

Q. Are the r e — Based upon your examination of t h i s 

area, do you have a surface l o c a t i o n t h a t i s approvable? 

A. Yes. 

Q. Let's t u r n now t o the subsurface. I f y o u ' l l 

s t a r t w i t h the Cisco/Canyon, l e t ' s look a t your isopach, 

which i s E x h i b i t 3. 

A. E x h i b i t 3 i s an isopach map on the Cisco/Canyon 

dolomite. Again, i t ' s an isopach of the r e s e r v o i r i t s e l f , 

and i t i n d i c a t e s t h a t a t the proposed Preston 15 l o c a t i o n 

we would expect t o encounter about 120 f e e t of dolomite 

w i t h i n the hydrocarbon column. The vast m a j o r i t y of t h a t 

120 f e e t would be i n the gas cap. There would be a small 

p o r t i o n , perhaps 10 t o 2 0 f e e t , we a n t i c i p a t e , i n the o i l 

column. 

STEVEN T. BRENNER, CCR 
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Q. Describe f o r us what's o c c u r r i n g as you see i t 

when we approach the zero l i n e on t h i s isopach, moving 

towards t h e western edge. 

A. As you move t o the west, you very a b r u p t l y t h i n 

the dolomite. I t goes from a t o t a l thickness near the 

center of the r e s e r v o i r of about 300 t o 350 f e e t , t o a zero 

l i n e , running along the west edge. And i t also zeros out 

as you move t o the east from the center. 

Q. Do you have a s t r u c t u r e map f o r the Cisco t h a t 

l e t s us see what — 

A. Yes, s i r . 

Q. — your i n t e r p r e t a t i o n i s f o r t h a t information? 

A. That would be E x h i b i t Number 4. 

This map i s a s t r u c t u r e on top of the dolomite 

r e s e r v o i r . The zero contour l i n e s f o r the isopach are 

shown w i t h t he heavy red l i n e , so t h a t ' s t he a c t u a l l i m i t 

of t he r e s e r v o i r i t s e l f . 

This map i n d i c a t e s t h a t our proposed Preston 

Federal Number 15 w e l l would encounter the top of the 

r e s e r v o i r a t an e l e v a t i o n of about minus 3800 f e e t . 

And as you can see, l o o k i n g around on t h a t map, 

th e r e are some w e l l s t h a t are gas w e l l s completed a t t h a t 

e l e v a t i o n , or s i m i l a r e l e v a t i o n s , and others are o i l w e l l s . 

I t a l l depends upon whether or not they were able t o 

produce enough o i l t o be considered an o i l w e l l . Some of 

STEVEN T. BRENNER, CCR 
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them are r i g h t a t t h a t b o r d e r l i n e where they're e i t h e r — 

the y ' r e very close t o being a gas w e l l . 

Q. Conoco sponsored a r u l e change — I f o r g o t when, 

a year or more ago — where the associated r u l e s were 

changed f o r t h i s pool, so you could have c o n c u r r e n t l y a gas 

and o i l w e l l i n the same spacing u n i t ? 

A. That i s c o r r e c t , and t h a t was due p r i m a r i l y t o 

the t r a n s i t i o n a l nature where we're going from an o i l f i e l d 

updip i n t o a massive gas f i e l d , t h a t comprises the I n d i a n 

Basin gas f i e l d . 

Q. A l l r i g h t , you've looked a t the Cisco. Now l e t ' s 

take a look a t the cross-section and have you put t h i s i n 

context f o r us. 

A. That would be E x h i b i t Number 5. The l o c a t i o n i s 

of t he cr o s s - s e c t i o n i s shown on both E x h i b i t Number 4 and 

on E x h i b i t Number 3. 

This i s an east-west cross-section through the 

Cisco/Canyon dolomite, running from — a t the western end, 

the Preston Federal Number 2, shown on the l e f t - h a n d side 

of the c r o s s - s e c t i o n , and i t runs i n t o the I n d i a n H i l l s 

Number 6 i n Section 36 of 20 South, 24 East. 

Q. The producing p o r t i o n of the Cisco i s color-coded 

what? 

A. On the cross-section i t ' s color-coded as pu r p l e . 

That i n d i c a t e s t h a t the l i t h o l o g y i s a dolomite. To date, 

STEVEN T. BRENNER, CCR 
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the vast m a j o r i t y of the production comes out of the 

dolomite. There are very few examples of p r o d u c t i o n out of 

limestone. 

As you can see, we have represented the limestone 

w i t h a blue c o l o r and shales w i t h a brown c o l o r . 

As you move from the Preston Federal Number 2 a t 

the l e f t side of the cross-section, the Cisco i s a t i g h t 

l i me. And then as you move toward our proposed l o c a t i o n , 

i t begins a t r a n s i t i o n i n t o a dolomite. And then t h a t 

t h i c k e n s as you move t o the east. 

As you can — One of the aspects on t h i s cross-

s e c t i o n I've shown i s a dashed black l i n e t h a t i s a t the 

datum of minus 4000 f e e t subsea, runs across the middle of 

the c r o s s - s e c t i o n . That l i n e approximates what we b e l i e v e 

t o be the g a s - o i l contact. And you can see t h a t the 

p e r f o r a t i o n s shown i n black on the Preston Federal Number 9 

w e l l l i e , f o r the most p a r t , below t h a t l i n e . That i s 

s t i l l an o i l w e l l c u r r e n t l y . 

Then as you move from the Preston 9, back toward 

the proposed Preston Federal Number 15, you can see t h a t 

the dolomite r e s e r v o i r climbs i n e l e v a t i o n so t h a t the vast 

m a j o r i t y of i t would l i e w i t h i n the gas cap. 

That i s the reason t h a t we would l i k e t o maximize 

the d istance between the Preston 9 and the Preston Number 

15. We don't want those two w e l l s t o i n t e r f e r e . 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

15 

Q. Do you have a water component t o the r e s e r v o i r i n 

t h i s p o r t i o n of i t , as you had i n North Dagger Draw? 

A. There i s a water component. However, we don't 

encounter t h a t u n t i l we get a l l the way over t o the f a r 

r i g h t - h a n d side of t h i s c r oss-section. 

The Marathon w e l l , the Number 6 I n d i a n H i l l s , 

encountered s i g n i f i c a n t water p r o d u c t i o n , and I b e l i e v e 

they've since plugged t h a t w e l l o f f . 

We do not f i n d an o i l - w a t e r contact i n any of 

Conoco's w e l l s i n t h i s c r oss-section. We don't t h i n k 

t h a t ' s going t o be a component of the Preston Federal 

Number 15 a t a l l . 

Q. A l l r i g h t , l e t ' s f i t the Morrow p o t e n t i a l i n t o 

the puzzle. I f y o u ' l l look a t E x h i b i t 6, describe f o r us 

how t h a t f i t s i n t o your s t r a t e g y . 

A. E x h i b i t Number 6 i s , again, a combination of two 

d i f f e r e n t maps. The dark purple contours are a s t r u c t u r a l 

contour on the t o p , or a r e f l e c t o r near the t o p of the 

Morrow sand, and t h a t shows the Morrow sand t o be d i p p i n g 

down t o the east. 

The second component of t h i s map i s the c o l o r -

f i l l e d contour. That i s an isopach of the Morrow sand, and 

i t ranges from c o l o r f i l l s between 20 and 30 f e e t , being 

f a i r l y l i g h t yellow; and then as we get t h i c k e r and 

t h i c k e r , up t o a maximum of about 70 f e e t , i t gets more and 
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more red. 

This map i n d i c a t e s t h a t t h e r e i s a sand t h i c k or 

a Morrow channel sand t h a t trends across the n o r t h h a l f of 

Section 35. That's what we are completed i n w i t h our 

Preston Federal Number 6, the deviated w e l l we mentioned 

e a r l i e r , and we b e l i e v e t h a t channel continues on t o the 

Preston 15 l o c a t i o n . 

The p e netrations shown — Or the w e l l s shown on 

t h i s map are Morrow pene t r a t i o n s . So you can n o t i c e the 

d i f f e r e n c e between the w e l l s on t h i s map versus the one on 

t h e Cisco/Canyon map. Not a whole l o t of Morrow 

p e n e t r a t i o n s out here. 

Q. The c l o s e s t standard Morrow gas w e l l l o c a t i o n 

would be 1980 from the west, 660 from the n o r t h , and i s the 

blue square j u s t above the Number 40 on t h i s isopach f o r 

the Morrow? 

A. Yes, t h a t i s the c l o s e s t standard l o c a t i o n . 

Q. That, g e o l o g i c a l l y a t l e a s t , i f you looked only 

a t t h i s d i s p l a y , might give you a r e s e r v o i r t hickness i n 

the Morrow gre a t e r than your proposed l o c a t i o n ? 

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

Q. And when you go back and look a t the Cisco, t h a t 

l o c a t i o n a l s o , g e o l o g i c a l l y , gives you a t h i c k e r p o t e n t i a l 

dolomite s e c t i o n than your unorthodox w e l l l o c a t i o n t h a t 

you're proposing? 
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A. Not only t h i c k e r but also higher i n e l e v a t i o n . 

Q. When you look a t those geologic components, how, 

then, do you e x p l a i n your proposed l o c a t i o n ? 

A. I t ' s based p r i m a r i l y on the d e s i r e t o avoid 

i n t e r f e r e n c e i n the Cisco formation between the Preston 9 

and the Preston 15, should we d r i l l i t a t a standard Morrow 

l o c a t i o n . That would be 40-acre separation between those 

two w e l l s . We know t h a t both those w e l l s i n a s h o r t p e r i o d 

of time w i l l be gas w e l l s , u l t i m a t e l y , and w i t h t h a t k i n d 

of s e p a r a t i o n they would undoubtedly i n t e r f e r e w i t h each 

ot h e r . 

Q. Why wouldn't you move t o a l o c a t i o n t h a t ' s 

standard i n the southern p o r t i o n of the spacing u n i t ? You 

could go 1980 from the west and 660 from the south l i n e of 

the spacing u n i t . 

A. Again, t h a t would put us only 40-acre spacing 

away from e x i s t i n g Cisco w e l l s t h a t are u l t i m a t e l y going t o 

be completed i n the gas cap. 

The o i l around here i s very t h i n , and you simply 

cannot j u s t i f y 40-acre spacing f o r the o i l p o r t i o n of the 

r e s e r v o i r . There's not enough o i l t h e r e t o j u s t i f y t h a t 

k i n d of development. 

Q. Can you access the Morrow i n t h i s area w i t h o u t 

doing i t as a t a g t o a Cisco well? 

A. As i n other areas around Dagger Draw, the Morrow 
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i s extremely r i s k y . I n f a c t , you can t e l l of a l l the 

pe n e t r a t i o n s on t h i s , most of them are a c t u a l l y Cisco o i l 

w e l l s . 

An example of the r i s k i n e s s , we d r i l l e d our 

Preston Federal Number 6, were f o r t u n a t e enough t o 

encounter the Morrow sand. There were f o u r w e l l s d r i l l e d 

a f t e r t h a t , i n attempting t o f i n d t h a t same channel. Of 

those f o u r , one of them found i t , but i t was only a 

marginal producer, and t h a t was the I n d i a n H i l l s Number 5 

i n the south h a l f of Section 36. 

So out of I guess f i v e attempts, only one of them 

was economic. And we knew where the channel sand was, or 

at l e a s t r e l a t i v e l y . 

Q. Your proposed unorthodox l o c a t i o n crowds the 

western corner of the spacing u n i t . Who are the o f f s e t 

operators towards whom t h i s w e l l encroaches? 

A. Again, t h a t ' s shown on E x h i b i t Number 1. Red 

t e x t on E x h i b i t Number 1 i s the o f f s e t operators t h a t are 

a f f e c t e d by t h i s unorthodox l o c a t i o n . 

The most a f f e c t e d operator would be t h a t i n the 

east h a l f of Section 34, and t h a t ' s Conoco. We own t h a t a 

hundred percent. 

The next most a f f e c t e d operator would be Yates 

Petroleum, i n the south h a l f of Section 27. 

Q. Was Yates n o t i f i e d of t h i s A p p l i c a t i o n ? 
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A. Yes, they were. 

Q. And d i d you receive any o b j e c t i o n from Yates 

concerning the approval of t h i s A p p l i c a t i o n ? 

A. We d i d not. 

MR. KELLAHIN: That concludes my examination of 

Mr. Hardie. 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 1 

through 6. 

I n a d d i t i o n , E x h i b i t 7 w i l l be the c e r t i f i c a t e of 

m a i l i n g , so i t ' s E x h i b i t s 1 through 7, Mr. Examiner. 

EXAMINER CATANACH: E x h i b i t s 1 through 7 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Hardie, you're t e s t i f y i n g t h a t you want t o 

avoid i n t e r f e r e n c e between the 9 and the proposed 15 w e l l . 

What i s the net e f f e c t of the i n t e r f e r e n c e or the u l t i m a t e 

e f f e c t of t h a t i n t e r f e r e n c e ? 

A. I t would most l i k e l y j u s t be waste, i n t h a t you 

c e r t a i n l y don't need 40-acre spacing i n the Cisco/Canyon t o 

deplete the gas cap i t s e l f . 

So t h a t — We d i d n ' t r e a l i z e e x a c t l y how much o i l 

would be present as we moved and the development moved t o 

the south. But based on what we now know from the w e l l s 

t h a t have been d r i l l e d , there's no question t h a t 40-acre 
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spacing i s i n a p p r o p r i a t e f o r development of t h i s p a r t of 

the r e s e r v o i r . 

Q. Would t h a t r e s u l t i n some o i l and gas not being 

recovered from the no r t h h a l f of 35? 

A. Undoubtedly. 

Q. Okay. The Number 9 w e l l i s c u r r e n t l y p e r f ' d i n 

the o i l column, r i g h t ? 

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

Q. Does t h a t — Does Conoco have plans t o p e r f the 

gas zone i n the near fut u r e ? 

A. We do have plans t o do t h a t , once the o i l zone 

has been depleted. 

There's k i n d of an unspoken agreement between 

operators here t o deplete the o i l f i r s t , before going t o 

the gas cap. And most of the w e l l s t h a t you see are s t i l l 

i n t he o i l column, producing a t f a i r l y low r a t e s . 

There's no doubt t h a t we could recomplete now and 

probably make more money, but we would leave some o i l 

behind i f we were t o do t h a t . 

Q. So you a n t i c i p a t e i n the near f u t u r e p e r f ' i n g the 

gas? 

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

Q. Are your chances i n t h i s p o r t i o n of the r e s e r v o i r 

any b e t t e r a t making a Morrow gas well? 

A. That — I don't know t h a t they're any b e t t e r . 
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The r i s k i s so extreme i t ' s almost hard t o q u a n t i f y . 

Q. Are we s t i l l t a l k i n g about a one-in-ten 

s i t u a t i o n ? 

A. Yes, e a s i l y . 

Q. Has Yates had any — Have you spoken w i t h Yates 

about t h i s l o c a t i o n , or do you know i f they have any k i n d 

of o b j e c t i o n ? 

A. We — I've spoken w i t h t h e i r g e o l o g i s t and t h e i r 

r e s e r v o i r engineer about t h i s l o c a t i o n . They have no r e a l 

o b j e c t i o n , p r i m a r i l y because they have an i n t e r e s t i n the 

w e l l . 

EXAMINER CATANACH: I see. 

I don't have anything f u r t h e r , Mr. K e l l a h i n . 

MR. KELLAHIN: That concludes our p r e s e n t a t i o n . 

EXAMINER CATANACH: There being n o t h i n g f u r t h e r , 

Case 11,219 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

2:08 p.m.) 

* * * 
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