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

1:05 p.m.: 

EXAMINER STOGNER: Hearing w i l l come t o order. 

C a l l the next case, Number 11,324. 

MR. CARROLL: A p p l i c a t i o n of Texaco E x p l o r a t i o n 

and Production, I n c . , f o r a h i g h - a n g l e / h o r i z o n t a l 

d i r e c t i o n a l d r i l l i n g p i l o t p r o j e c t , s p e c i a l o p e r a t i n g r u l e s 

t h e r e f o r , a nonstandard o i l p r o r a t i o n u n i t , and a s p e c i a l 

p r o j e c t allowable, Rio A r r i b a County, New Mexico. 

EXAMINER STOGNER: C a l l f o r appearances. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr 

and Berge. 

We represent Texaco E x p l o r a t i o n and Production, 

I n c . , i n t h i s matter, and I have three witnesses. 

EXAMINER STOGNER: Any other appearances? 

Mr. Carr? 

MR. CARR: Mr. Stogner, as I advised you 

yesterday, t h i s case was o r i g i n a l l y f i l e d on June the 2nd, 

and a hearing on t h i s date was requested. 

Since t h a t time, a d m i n i s t r a t i v e procedures have 

been adopted by the D i v i s i o n . 

We looked a t the a d m i n i s t r a t i v e procedures, and 

because there i s an o f f s e t t i n g owner who we, based on past 
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experience, suspect would ob j e c t and then not p a r t i c i p a t e 

f u r t h e r i n the hearing, we f e l t t h a t the smart t h i n g t o do 

was, since we had prepared i t i n a hearing format and since 

we d i d have t h i s question about an o f f s e t t i n g owner, t o 

come forward t o you today and b r i n g the matter, not under 

the a d m i n i s t r a t i v e r u l e s , but b r i n g i t t o you i n the 

hearing format. 

EXAMINER STOGNER: Okay. 

MR. CARR: Furthermore, n o t i c e l e t t e r s were sent, 

they s o l i c i t e d waivers, explained the p r o j e c t , but they d i d 

not advise of the hearing date, and they request a 

prehearing statement. 

Accordingly, we are sending new n o t i c e of a 

request a t the end of t h i s case, and each of the subsequent 

two cases, t h a t the record remain open u n t i l the August 10 

Examiner Hearing, a t which time I can provide an a f f i d a v i t 

c o n f i r m i n g t h a t appropriate n o t i c e has been provided. 

So we would request t h a t we be p e r m i t t e d t o go 

forward today w i t h these hearings. 

EXAMINER STOGNER: So 11,324 w i l l need t o be 

continued, but i t won't need t o be r e a d v e r t i s e d ; i s t h a t 

r i g h t ? 

MR. CARR: That's r i g h t . And 11,325, the same. 

11,32 6, there i s an e r r o r i n the ad. I t says 

Range 3; i t should be Range 5. 

STEVEN T. BRENNER, CCR 
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I t ' s already been caught. And a new ad, I 

t h i n k , has already been prepared f o r the August 10th 

hearing. 

EXAMINER STOGNER: August 10th or J u l y 2 7th? 

Well, regardless — 

MR. CARR: Regardless. 

S t i l l — To be c e r t a i n t h a t we've covered 

everyone w i t h the n o t i c e l e t t e r s , we're requ e s t i n g t h a t i t 

a l l be continued t o the August 10 hearing date. 

EXAMINER STOGNER: Do you wish t o co n s o l i d a t e a l l 

t h r e e matters a t t h i s time? 

MR. CARR: We looked a t t h a t , Mr. Stogner. They 

are not r e a l l y t h a t close t o one another. The testimony 

w i l l be s i m i l a r i n some respects. The f i r s t hearing, we 

w i l l present everything. 

As we go through the second two cases, we t h i n k 

we can do those i n a somewhat abbreviated f a s h i o n by 

re f e r e n c i n g back t o the p r i o r p r e s e n t a t i o n . 

EXAMINER STOGNER: I take t h a t as a "no". 

MR. CARR: That's a "no", yes, s i r . 

EXAMINER STOGNER: Okay. A l l r i g h t . Well, i n 

t h a t case... 

Oh, I guess we need t o swear the witnesses i n . 

You've got thr e e . W i l l they please stand a t t h i s time t o 

be sworn in? 

STEVEN T. BRENNER, CCR 
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(Thereupon, the witnesses were sworn.) 

EXAMINER STOGNER: Mr. Carr? 

CHUCK SNURE, 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

A. Chuck Snure. 

Q. And how do you s p e l l your l a s t name? 

A. S-n-u-r-e. 

Q. Mr. Snure, where do you reside? 

A. I reside i n Englewood, Colorado. 

Q. By whom are you employed? 

A. Texaco E x p l o r a t i o n and Production, I nc. 

Q. And what i s your c u r r e n t p o s i t i o n w i t h Texaco? 

A. Senior landman. 

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

D i v i s i o n ? 

A. No. 

Q. Would you summarize your educational background 

f o r Mr. Stogner? 

A. I received a BBA i n business from Texas Tech 

U n i v e r s i t y i n December of 1975. 

Q. Since graduation, f o r whom have you worked? 

STEVEN T. BRENNER, CCR 
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A. I — since graduation — I o r i g i n a l l y s t a r t e d out 

w i t h F i r s t N a t i onal Bank i n Midland, Texas, and then went 

t o work f o r DeLaney and Reneau, Independent. Landmen, i n 

1980, i n Midland. 

I n 1987 I went t o work f o r Texaco E x p l o r a t i o n and 

Production, Inc. 

Q. Has your work since 1980 been as a p r o f e s s i o n a l 

petroleum landman? 

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

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

t h i s case on behalf of Texaco? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h the proposed w e l l and the 

st a t u s of the lands i n the subject area? 

A. Yes, I am. 

MR. CARR: Mr. Stogner, a t t h i s time we tender 

Mr. Snure as an expert witness i n petroleum land matters. 

EXAMINER STOGNER: Mr. Snure i s so q u a l i f i e d . 

Q. (By Mr. Carr) Would you b r i e f l y s t a t e what 

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

A. With t h i s A p p l i c a t i o n , we're seeking approval of 

a d i r e c t i o n a l d r i l l i n g p i l o t p r o j e c t area, which would be 

i n Township 2 5 North, 3 West, the south-half e q u i v a l e n t , 

a u t h o r i t y t o recomplete the e x i s t i n g w e l l , the L.L. 

McConnell Number 13, on the p r o j e c t area, and t h a t w e l l i s 

STEVEN T. BRENNER, CCR 
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l o c a t e d 970 f e e t from the south l i n e , 1800 f e e t from the 

west l i n e . That i s the surface l o c a t i o n . 

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

A. Yes, i t i s . 

Q. Are you seeking s p e c i a l d r i l l i n g p r o v i s i o n s ? 

A. Yes, we are, we seek t o t r a v e r s e q u a r t e r and 

q u a r t e r - q u a r t e r s e c t i o n l i n e s w i t h h o r i z o n t a l w e l l b o r e 

w i t h i n the p r o j e c t area, and t o d r i l l w i t h i n 790 f e e t of 

the outer boundary of the p r o j e c t area. 

Q. You w i l l be forming a nonstandard or i r r e g u l a r -

s i z e u n i t or p r o j e c t area f o r t h i s well? 

A. Yes. 

Q. That w i l l include the e n t i r e south h a l f of the 

section? 

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

Q. Are you asking f o r a s p e c i a l p r o j e c t allowable 

f o r t h i s w ell? 

A. Yes, we are requesting t h a t we r e c e i v e a p r o j e c t 

a l l o w a b l e , based upon the two 160-acre spacing u n i t s w i t h i n 

the p r o j e c t area, which can be developed by the t r a v e r s i n g 

of the wellbore — I mean, of the w e l l . 

Q. This i s an i r r e g u l a r s e c t i o n , i s i t not? 

A. Yes, i t i s . 

Q. Due t o survey v a r i a t i o n ? 

A. Yes, t h a t i s c o r r e c t . 
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Q. How many acres are i n the proposed spacing u n i t ? 

A. 335.93 acres. 

Q. Let's go t o the e x h i b i t book. Would you j u s t 

g e n e r a l l y i d e n t i f y t h i s , please? 

A. Yes, s i r , the — We prepared an e x h i b i t book w i t h 

E x h i b i t s A through M, and the E x h i b i t A i s the land map of 

the area. 

Q. And then the second page of the e x h i b i t i s als o a 

l i s t or index of the m a t e r i a l — 

A. Yes, the second page i s an index of the l i s t of 

e x h i b i t s . 

Q. Let's go t o E x h i b i t A, the land p l a t , and I would 

ask you t o review the i n f o r m a t i o n on t h i s e x h i b i t f o r Mr. 

Stogner. 

A. The area i n yellow on E x h i b i t A represents — i n 

Section 31, represents 100-percent Texaco working i n t e r e s t 

lease. 

I t i s a f e d e r a l lease, and the red dot i n the 

southwest quarter of Section 31 represents the e x i s t i n g 

L.L. McConnell Number 13 w e l l . 

Q. This shows e x i s t i n g Gallup w e l l s i n the area? 

A. Yes, i t does. 

Q. Could you i d e n t i f y f o r Mr. Stogner what i n f a c t 

w i l l be the p r o j e c t area f o r t h i s well? 

A. The p r o j e c t area w i l l be the south h a l f of 

STEVEN T. BRENNER, CCR 
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Section 31, which i s approximately 335 acres. 

Q. Are o f f s e t t i n g operators also i n d i c a t e d on t h i s 

e x h i b i t ? 

A. Yes, they are. 

Q. What i s the c u r r e n t s t a t u s of the L.L. McConnell 

Well Number 13? 

A. The c u r r e n t s t a t u s , the L.L. McConnell Number 13 

i s c u r r e n t l y producing from the Gallup f o r m a t i o n . I t ' s a 

marginal producer. 

Q. Let's go now t o E x h i b i t B. Would you i d e n t i f y 

t h i s ? 

A. Yes, E x h i b i t B i s a w e l l l o c a t i o n and acreage 

d e d i c a t i o n p l a t , or form C-102. 

Q. And on t h i s p l a t , the e x i s t i n g w e l l i s shown 1980 

from the west, 970 from the south l i n e of Section 31; i s 

t h a t r i g h t ? 

A. 1800 f e e t from the west and 970 f e e t from the 

south, yes. 

Q. What i s the o r i g i n a l d r i l l i n g u n i t assigned t o 

t h i s v e r t i c a l well? 

A. The o r i g i n a l d r i l l i n g u n i t assigned was the 

southwest quarter of Section 31. 

Q. And i n what pool i s i t completed? 

A. I t i s known as the West L i n d r i t h Gallup Pool. 

Q. And t h a t ' s on 160-acre spacing? 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. And the r u l e s provide f o r 3 3 0-foot setbacks? 

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

Q. I n t h i s A p p l i c a t i o n , we're going t o attempt t o 

keep the wellbore 790 f e e t from the outer boundary of the 

u n i t ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. So on t h i s e x h i b i t , i f we were t o show the 

d r i l l i n g or producing window, i t would be 790 f e e t back 

from the boundaries of the south h a l f of t h i s section? 

A. Yes, s i r . 

Q. What i s the ownership of the acreage t h a t w i l l be 

dedicated t o t h i s well? 

A. The ownership i s f e d e r a l o i l and gas lease, and 

i t i s common. Texaco owns 100 percent of the working 

i n t e r e s t , and r o y a l t y i n t e r e s t i s f e d e r a l . 

Q. And the curr e n t development s t a t u s of t h i s 

acreage i n the Gallup? 

A. C u r r e n t l y , the one e x i s t i n g w e l l , the L.L. 

McConnell Number 13 i n the southwest q u a r t e r . 

Q. And so t h a t ' s the only w e l l i n t h i s o u t l i n e ? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. A l l r i g h t , l e t ' s go t o E x h i b i t Number C, or 

L e t t e r C. Could you i d e n t i f y t h i s , please? 

A. Yes, s i r , t h i s i s an o f f s e t operator p l a t t h a t 

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 

14 

i d e n t i f i e s i n a l i t t l e c l oser d e t a i l , the o f f s e t operators 

from our subject w e l l . 

Q. Let's go t o E x h i b i t D. What i s t h i s ? 

A. E x h i b i t D i s a l i s t i n g of a l l of the o f f s e t 

operators, names and addresses. 

Q. Were each of these i n d i v i d u a l s n o t i f i e d of t h i s 

A p p l i c a t i o n by c e r t i f i e d mail? 

A. Yes, they were. 

Q. And i s E x h i b i t E copies of the r e t u r n r e c e i p t s 

showing, i n f a c t , t h a t each of these o f f s e t t i n g operators 

received the l e t t e r n o t i f y i n g — 

A. Yes, t h a t i s c o r r e c t . 

Q. I n t h a t l e t t e r you requested a waiver, d i d you 

not? 

A. Yes, s i r , and the l e t t e r i s dated May 25th, 1995, 

and i t i s E x h i b i t F. 

Q. Does E x h i b i t F contain both the waiver of Dugan 

and Apache Corporation? 

A. Yes, i t does. 

Q. Has a waiver been obtained from Mr. Gould? 

A. No, i t has not. We have not received one. 

Q. Were E x h i b i t s A through F prepared by you or 

compiled under your d i r e c t i o n ? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Stogner, we move the 

STEVEN T. BRENNER, CCR 
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admission i n t o evidence of Texaco E x h i b i t s A through F. 

EXAMINER STOGNER: E x h i b i t s A through F w i l l be 

admitted i n t o evidence. 

Q. (By Mr. Carr) Mr. Snure, w i l l Texaco c a l l 

g e o l o g i c a l and engineering witnesses t o review the 

t e c h n i c a l p o r t i o n s of t h i s case? 

A. Yes, they w i l l . 

MR. CARR: That concludes my d i r e c t examination 

of Mr. Snure. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Okay, the i n t e r e s t of Carolyn Clark Wiggin, 

t h a t ' s i n care of Dugan Production Corporation? 

A. Yes. 

Q. I was t r y i n g t o read on E x h i b i t Number F — I s 

t h a t an o f f i c e r of Dugan O i l Corporation t h a t signed i t , or 

do you know who signed i t ? 

A. No, she's not — Apparently she has some 

connections w i t h Dugan Production Corporation i n 

Farmington, and I guess they handle some a d m i n i s t r a t i v e 

matters f o r her. 

I'm not sure e x a c t l y what the connection i s . 

However, she does receive her m a i l , any s o r t of n o t i c e s , i n 

care of Dugan. 

Q. Are you f a m i l i a r w i t h the person who signed 

STEVEN T. BRENNER, CCR 
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Exhibit F? 

A. Carolyn Wiggin — 

Q. Oh, i s t h a t Carolyn Wiggin's signature? 

A. Yes, t h a t ' s Carolyn Wiggin's s i g n a t u r e , yes. 

Q. Oh, okay. Mine's a l i t t l e b i t --

A. I t ' s — Yeah, i t ' s Carolyn Wiggin by Carolyn 

Wiggin. 

Q. Okay, the Joseph Gould i n t e r e s t , they're t o 

the east? 

A. Yes, s i r . 

Q. And there's some producing w e l l s on t h a t — i n 

t h a t s e c t i o n — 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. — operated by Joseph Gould? 

A. Yes, s i r , there's the P h i l l i p s 3 2 Number 5 and 

the Number 3 and the Number 1, are the names of the t h r e e 

w e l l s l i s t e d on t h a t p a r t i c u l a r e x h i b i t , which i s E x h i b i t 

C. 

Q. Now, the p r o p e r t i e s shown on E x h i b i t A, i s t h a t 

one s o l i d or one s i n g l e Texaco lease, or i s i t a u n i t , or 

what are you d e p i c t i n g w i t h the yellow? 

A. With the yellow, t h a t ' s several -- t h a t ' s a 

couple of -- A c t u a l l y , i t ' s three f e d e r a l leases. 

You have the — what we c a l l the C.W. Roberts 

lease i n Section 17 and 18; you have what we c a l l the Lydia 
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Rentz leases i n Section 19 and 20; and what we deem the 

L.L. McConnell leases i n 29, 30 and 31. And of those, we 

own 100 percent of the working i n t e r e s t i n a l l of those 

p r o p e r t i e s . 

Q. Okay. So the 29, 30 and 31, t h a t ' s a l l one 

s i n g l e lease? 

A. Yes, s i r . 

Q. With i d e n t i c a l ownership? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

That i s Federal Lease Number SF-079602. 

Q. SF-079602? 

A. Yes, s i r . 

Q. Now, the Texaco l e t t e r , E x h i b i t F, and — Yeah, 

E x h i b i t Number F, dated May 2 5th, t h i s i s the same 

n o t i f i c a t i o n l e t t e r t h a t Mr. Carr r e f e r r e d t o t h a t wasn't 

adequate or --

A. That's the same l e t t e r t h a t he r e f e r r e d t o , yes. 

Q. Okay. And what was i t l a c k i n g t h a t you have t o 

-- How does the one you sent out d i f f e r tha.n t h i s ? 

A. Where we i n the second paragraph of t h i s l e t t e r 

i n d i c a t e d t o them t h e i r options, i . e . , please s i g n the 

waiver i f they had no o b j e c t i o n s ; i f t h e r e was an 

o b j e c t i o n , i t had t o be f i l e d w i t h the NMOCD i n w r i t i n g 

w i t h i n 20 days from r e c e i p t of t h i s n o t i c e . That i s the 

language we use i n t h i s l e t t e r , as opposed t o r e f e r e n c i n g a 
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s p e c i f i c hearing date. 

EXAMINER STOGNER: And you w i l l provide a copy of 

t h a t , Mr. Carr? 

MR. CARR: Yes, we w i l l , w i t h an a f f i d a v i t 

c o n f i r m i n g t h a t n o t i c e requirements have been p u l l i n g t h a t . 

EXAMINER STOGNER: And I guess only one other 

l e t t e r was sent, and t h a t was t o the Gould — 

MR. CARR: That i s r i g h t . 

THE WITNESS: That's c o r r e c t . 

EXAMINER STOGNER: Okay, I have no questions 

of --

MR. CARR: I have one follow-up question. 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Have you reviewed the proposed h o r i z o n t a l w e l l 

w i t h the Bureau of Land Management? 

A. Yes, we have. 

Q. And have they approved the sundry n o t i c e — 

MR. CARR: A l l r i g h t , t h a t ' s a l l I have. 

EXAMINER STOGNER: You may be excused. 

MR. CARR: At t h i s time I would c a l l Gary 

Oberhansley. 

EXAMINER STOGNER: And t h a t i s s p e l l e d 

O-b-e-r-h-a-n-s-l-e-y? 

MR. OBERHANSLEY: Yes. 

STEVEN T. BRENNER, CCR 
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GARY OBERHANSLEY, 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e your name f o r the record, please? 

A. Gary Oberhansley. 

Q. And where do you reside? 

A. I n Aurora, Colorado. 

Q. Mr. Oberhansley, by whom are you employed? 

A. Texaco E&P. 

Q. And what i s your c u r r e n t p o s i t i o n w i t h Texaco? 

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

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

Conservation Div i s i o n ? 

A. No. 

Q. Would you b r i e f l y review f o r Mr. Stogner your 

educational background? 

A. I received a master's degree a t Brigham Young 

U n i v e r s i t y i n 1980. 

EXAMINER STOGNER: You're going t o have t o speak 

up a l i t t l e b i t . 

THE WITNESS: I received a master's degree a t 

Brigham Young U n i v e r s i t y i n 1980. 

Q. (By Mr. Carr) And what was t h a t degree in? 
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A. I n geology. 

Q. And since graduation, f o r whom have you worked? 

A. For Texaco. 

Q. And a t a l l times you've been employed as a 

geol o g i s t ? 

A. Yes. 

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

t h i s case on behalf of Texaco? 

A. Yes, I am. 

Q. Have you made a ge o l o g i c a l study of the area 

i n v o l v e d i n t h i s case? 

A. Yes, I have. 

MR. CARR: We tender Mr. Oberhansley as an expert 

i n petroleum geology. 

EXAMINER STOGNER: Mr. Oberhansley i s so 

q u a l i f i e d . 

Q. (By Mr. Carr) Could you i n i t i a l l y describe the 

general c h a r a c t e r i s t i c s of the Gallup-Dakota formation i n 

t h i s area? 

A. Okay. The Gallup formation i s interbedded 

s i l t s t o n e , sandstone and shale. The sandstones represent a 

northwest-trending l i n e a r o f f s h o r e sandbar. 

The sands are -- and s i l t s t o n e s are very w e l l 

cemented, there's very low p o r o s i t y . The p o r o s i t y ranges 

from f i v e t o e i g h t percent, i n f a c t , i n some cases, even 
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lower than f i v e percent. 

And the p e r m e a b i l i t y i s very low, less than .1 

m i l l i d a r c i e s . 

I t ' s — because i t ' s — the high cementation, 

i t ' s a very b r i t t l e formation, and i t s p r o d u c t i o n i s 

r e l a t e d t o f r a c t u r e s , n a t u r a l l y o c c u r r i n g f r a c t u r e s . 

The Dakota formation, again, i s interbedded 

sandstones, s i l t s t o n e s and shales. The uppier p o r t i o n of 

the Dakota represents o f f s h o r e bars t o marine shore 

environment, and the lower sandstones are b a s i c a l l y f l u v i a l 

i n nature. 

P o r o s i t y i n the Dakota sandstone ranges from 5 t o 

15 percent, and the p e r m e a b i l i t y i s from .1 t o .5 

m i l l i d a r c i e s . I t i s also fracture-enhanced. 

Q. We're i n the West L i n d r i t h Gallup-Dakota Pool; i s 

t h a t r i g h t ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. And so both the Gallup and Dakotei formations by 

d e f i n i t i o n have been combined? 

A. Yes. 

Q. With t h i s A p p l i c a t i o n and w i t h t h i s proposed 

h o r i z o n t a l w e l l , which of those two members of t h i s pool 

are you a c t u a l l y focusing on? 

A. We're focusing on the Gallup f o r m a t i o n only. 

Q. Let's go t o what's been marked as Texaco E x h i b i t 
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G. Would you identify that for Mr. Stogner and then review 

the i n f o r m a t i o n shown on t h i s e x h i b i t ? 

A. Okay, t h i s i s a s t r u c t u r e map based on the top of 

the Gallup formation. The contour i n t e r v a l s are t e n f o o t . 

This shows a gentle d i p p i n g d i r e c t i o n t o the 

north - n o r t h e a s t of the s t r u c t u r e . 

I would also comment t h a t the top of the Gallup 

formation w i l l be referenced t o the cr o s s - s e c t i o n t h a t ' s on 

E x h i b i t J. 

And the l o c a t i o n of the w e l l , again, i s i n the 

southwest quarter of Section 31. 

Q. B a s i c a l l y , what does t h i s show you about the — 

How does t h i s r e l a t e t o the proposed well? 

A. That we don't expect any s t r u c t u r a l complications 

i n t h i s w e l l . We'll be d r i l l i n g t o the eastern d i r e c t i o n , 

and again t h e r e won't be any s t r u c t u r a l problems. 

Q. S t r u c t u r a l l y , you go downdip about how many f e e t 

w i t h t h i s one? 

A. We'll be going down about 40 t o 60 f e e t . 

Q. Let's go now t o the next e x h i b i t , E x h i b i t H. 

Would you f i r s t i d e n t i f y t h i s and then review the 

i n f o r m a t i o n on t h i s e x h i b i t f o r the Examiner? 

A. That i s an isopach map t h a t covers the i n t e r v a l 

we c a l l the Upper and Lower Perforated Zone of the Gallup 

for m a t i o n . Again, t h i s i s made reference t o the cross-
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section, on Exhibit J, so this w i l l be a total isopach 

t h i c k n e s s . 

Q. So b a s i c a l l y , you've combined both the Gallup and 

Dakota i n t h i s isopach; i s t h a t r i g h t ? 

A. No, t h i s i s only Gallup --

Q. Okay. 

A. — and — Gallup formation. 

Q. Now, i f we look at t h i s , can you t e l l us 

g e n e r a l l y what the thickness of the Gallup i s i n t h i s area? 

A. I n t h i s area, the Gallup ranges from 300 t o 400 

— t o 340 f e e t t h i c k . 

Q. Do you have a s u i t a b l e formation here f o r a 

h o r i z o n t a l d r i l l i n g p r o j e c t ? 

A. Yes, we do. 

Q. Do you foresee any complications i n being able t o 

maintain the h o r i z o n t a l p o r t i o n of the wellbore w i t h i n the 

Gallup formation? 

A. No problem at a l l . 

Q. Okay, l e t ' s go t o E x h i b i t I . I d e n t i f y t h i s and 

rev iew i t f o r Mr. Stogner. 

A. This i s an isopach map t h a t ' s based on the Upper 

Perf o r a t e d Zone, again made reference t o on the cross-

s e c t i o n , E x h i b i t J. I t shows the thickness of t h a t zone. 

This i s also the zone t h a t w i l l be -- we've 

proposed our h o r i z o n t a l s e c t i o n i n . I t e x h i b i t s , again, a 
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thickness of between 115 feet to 120 feet thick, and again, 

the w e l l l o c a t i o n . Where the w e l l i s l o c a t e d , we expect t o 

have a t l e a s t 120 f e e t t h i c k , i n t h a t Upper Zone. 

Q. A l l r i g h t , l e t ' s go now t o the c r o s s - s e c t i o n . 

Let's f i r s t go t o the index map. Could you review the 

i n f o r m a t i o n shown on the index map --

A. Okay. 

Q. -- and then w e ' l l move t o the c r e s s - s e c t i o n 

i t s e l f ? 

A. The index map shows t h a t we w i l l be r e - e n t e r i n g 

the McConnell Well Number 13 and d r i l l i n g i n t o a 

d i r e c t i o n — On t h i s index map i t shows a t a r g e t zone. The 

t a r g e t zone i s t o the east-northeast. 

Q. And i t ' s the area shaded i n red on the index map? 

A. Yes, i t i s . 

Q. Now, the case i s advertised as d r i l l i n g a w e l l i n 

an e a s t e r l y d i r e c t i o n — 

A. Right. 

Q. — going s l i g h t l y n o r t h of due east, r i g h t ? 

A. Yes, and we would l i k e t o get more t o the center 

of the quarter s e c t i o n . 

Q. You w i l l , however, be able t o stay a t l e a s t the 

790-foot setback — 

A. Yes. 

Q. — back from the outer boundary of the p r o j e c t 
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A. Yes, we w i l l . 

Q. And t h i s i s the approximate l o c a t i o n of the 

azimuth? 

A. Yes, t h i s i s j u s t the t a r g e t zone. 

Q. Okay. Now, what does t h i s c r o s s - s e c t i o n show 

you? 

A. This cross-section shows the Gallup f o r m a t i o n , 

what we have — I have r e f e r r e d t o as the Upper Pe r f o r a t e d 

Zone and the Lower Perforated Zone. They're shaded i n 

yellow, separated a shale i n t e r v a l i n between. 

And i t shows the — The red l i n e here shows the 

borehole d i r e c t i o n , and we've t i e d the c r o s s - s e c t i o n 

between what's shown on the index map, between the Texaco 

McConnell 13 w e l l , t o the Gould P h i l l i p s 32-3 w e l l . 

On t h i s cross-section I've i n d i c a t e d the footage 

distance from the wellbore, on the McConnell 13 w e l l . We 

plan t o d r i l l 2500 f e e t t o the east d i r e c t i o n . And again, 

i t ' s i n the Upper Zone. 

Q. Now, Mr. Oberhansley, I f you were asked t o 

i d e n t i f y a w e l l l o g t h a t could be used as a type l o g f o r 

the p r o j e c t area, which w e l l l o g would i t be? 

A. I t would be the McConnell 13 Well. 

Q. And i s t h a t — the e n t i r e long on f i l e w i t h the 

O i l Conservation D i v i s i o n ? 
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A. Yes, t h a t l o g should be. 

Q. What do you hope t o achieve w i t h t h i s h o r i z o n t a l 

d r i l l i n g p r o j e c t ? 

A. Because of the f r a c t u r e d nature of the Gallup 

f o r m a t i o n , we expect t o achieve maximum i n t e r s e c t i o n of 

f r a c t u r i n g and t o be able t o increase our produc t i o n i n the 

Gallup formation. 

Q. And what geologic conclusions have you been able 

t o reach about t h i s p r o j e c t ? 

A. F i r s t of a l l , we have an adequate; thickness of 

the formation zone t h a t we are t a r g e t i n g , the s t r u c t u r e , 

there's no complication, we f e e l l i k e we'd be able t o d r i l l 

t h a t w i t h no problem, and we would l i k e t o , again, maximize 

the f r a c t u r i n g and increase our production. 

Q. Were E x h i b i t s G through I prepared by you? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Stogner, we move the 

admission i n t o evidence of Texaco E x h i b i t s G through I . 

EXAMINER STOGNER: E x h i b i t s G through I w i l l be 

admitted i n t o evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of t h i s witness. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I s the Lower Perforated Zone f r a c t u r e d l i k e the 
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Upper Perforated Zone, or are they two completely d i f f e r e n t 

i n t e r v a l s , or --

A. B a s i c a l l y they are s i m i l a r . The f r a c t u r i n g i s 

s i m i l a r t o -- We've i d e n t i f i e d about a 50-foot shale 

s e c t i o n t h a t ' s i n between, t h a t we would — we decided not 

to do any of the h o r i z o n t a l d r i l l i n g through. That's 

b a s i c a l l y why we kept i n the Upper Zone. 

Q. I n r e f e r r i n g t o your s t r u c t u r e map on E x h i b i t G, 

I s your f r a c t u r e d i n t e r v a l s i n here — do they run 

perpendicular t o the — e s s e n t i a l l y the bedding of the •— 

A. Yes, we have four w e l l s i n t h i s area t h a t have 

f r a c t u r e i d e n t i f i c a t i o n logs, and the f r a c t u r i n g i s 

b a s i c a l l y i n a north-south d i r e c t i o n . 

Q. So w i t h t h a t east w e l l you plan t o — 

A. — maximize the f r a c t u r e . 

EXAMINER STOGNER: I have no other questions of 

t h i s witness. 

MR. CARR: At t h i s time, Mr. Stogner, we would 

c a l l P h i l l i p Smith. 

PHILLIP W. SMITH. 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Mr. Smith, would you s t a t e your name f o r the 
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record? 

A. P h i l l i p W. Smith. 

Q. And where do you reside? 

A. I res i d e i n L i t t l e t o n , Colorado. 

Q. By whom are you employed? 

A. By Texaco E x p l o r a t i o n and Production, 

Incorporated. 

Q. And what i s your c u r r e n t p o s i t i o n w i t h Texaco? 

A. I am a petroleum engineer f o r Texaco. 

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

D i v i s i o n ? 

A. No. 

Q. Would you review your educational background f o r 

Mr. Stogner? 

A. I have a BS degree i n petroleum engineering from 

Texas Tech U n i v e r s i t y i n 1979. 

Q. Since graduation, by whom have you been employed? 

A. Out of college I was employed by Getty O i l 

Company u n t i l the time which Getty and Texaco merged, and 

since then I've been employed by Texaco. 

Q. And a t a l l times you've been employed as a 

petroleum engineer? 

A. Yes, I have. 

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

t h i s case on behalf of Texaco? 
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A. Yes. 

Q. Are you f a m i l i a r w i t h the proposed well? 

A. Yes, I am. 

MR. CARR: I would tender Mr. Smith as an expert 

petroleum engineer. 

EXAMINER STOGNER: Mr. Smith i s so q u a l i f i e d . 

Q. (By Mr. Carr) Mr. Smith, has h o r i z o n t a l d r i l l i n g 

on a p r o j e c t area such as t h i s been p r e v i o u s l y approved by 

the D i v i s i o n i n t h i s formation? 

A. Yes, there are several orders t h a t have been 

approved. However, they're q u i t e f a r away. A l l of those 

have been i n the Gallup t h a t we have looked a t , but t h i s 

w i l l be the f i r s t i n t h i s pool. 

Q. I n each of those cases are you lo o k i n g a t a 

s i m i l a r formation, a h i g h l y f r a c t u r e d formation? 

A. Yes, we are. 

Q. There have been none p r e v i o u s l y approved i n the 

West L i n d r i t h Gallup-Dakota Pool? 

A. No. 

Q. Generally j u s t summarize the reason f o r the 

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

A. We want t o extend the l i f e of the West L i n d r i t h 

Gallup-Dakota O i l Pool and t o increase r e c o v e r i e s from t h a t 

p o o l . 

Q. What i s the cumulative production t o date from 
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the West Lindrith Gallup-Dakota Oil Pool? 

A. Approximately 2 59 BCF of gas and approximately 

19.8 m i l l i o n b a r r e l s of o i l as of December of 1994. 

Q. Let's go t o what has been marked Texaco E x h i b i t 

K. Could you i d e n t i f y t h a t , please? 

A. E x h i b i t K i s a wellbore sketch showing the L.L. 

McConnell Number 13. I t has 8-5/8-inch casing set a t 305 

f e e t , cement has been c i r c u l a t e d . 

I t also has 5-1/2-inch casing set at 8091 f e e t . 

Cement was c i r c u l a t e d out of the DV t o o l , DV t o o l at 5934. 

Also, cement was c i r c u l a t e d out of the back side t o the 

surface. 

Q. And t h i s w e l l i s c u r r e n t l y only a marginal 

producer? 

A. Yes, i t i s . 

Q. A l l r i g h t . I f you would t u r n t o what has been 

marked E x h i b i t L, r e f e r r i n g t o t h i s e x h i b i t , e x p l a i n t o Mr. 

Stogner what i t i s Texaco proposes t o do. 

A. Texaco wishes t o squeeze o f f the e x i s t i n g p e r f s , 

come i n and m i l l a 40-foot s e c t i o n out of the casing and 

k i c k o f f and d r i l l a s h o r t - r a d i u s h o r i z o n t a l w e l l , 

approximately 2500 f e e t out. 

Q. What are you going t o do w i t h the1, lower zones i n 

the w ell? 

A. The lower zones w i l l be squeezed o f f . 
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Q. And can you give us the v e r t i c a l depth t o the top 

and bottom of the Gallup formation or the Gallup-Dakota 

f o r m a t i o n , i n the area? 

A. The top of the Gallup-Dakota i s a t 6868, and the 

bottom should be approximately 8 000 f e e t . 

Q. And you're going t o go through the casing and 

b u i l d t o what angle? 

A. Approximately 87 degrees. 

Q. And the k i c k o f f p o i n t i s a t what depth? 

A. K i c k o f f p o i n t would be a t 6790. 

Q. And you would penetrate the Upper Gallup Zone a t 

what depth? 

A. Penetrate the Upper Gallup a t estimated 68 68 t r u e 

v e r t i c a l depth. 

Q. And then go about 2 500 f e e t , you s a i d , from there 

v e r t i c a l l y ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. A l l r i g h t , l e t ' s move t o E x h i b i t M. Can you 

i d e n t i f y t h i s and j u s t summarize the d r i l l i n g procedures 

t h a t w i l l be employed? 

A. E x h i b i t M i s more or less an a n a l y s i s — or not 

an a n a l y s i s but a synopsis of our proposed h o r i z o n t a l 

d r i l l i n g . I t i s an analysis t h a t s t a t e s t h a t we w i l l 

squeeze o f f the e x i s t i n g p e r f o r a t i o n s , m i l l out a 40-foot 

s e c t i o n , and then from there k i c k o f f and d r i l l a s h o r t -
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ra d i u s h o r i z o n t a l l a t e r a l t o extend approximately 2500 

f e e t . 

Q. Using the proposed d r i l l i n g techniques, w i l l 

Texaco be able t o keep the wellbore w i t h i n the setbacks 

from the outer boundary of the dedicated acreage as 

req u i r e d by OCD r u l e s and regu l a t i o n s ? 

A. Yes. 

Q. Do you a n t i c i p a t e t h a t the acreage a c t u a l l y 

dedicated t o t h i s w e l l w i l l i n f a c t be drained by the 

h o r i z o n t a l wellbore? 

A. Yes. 

Q. Do you expect there w i l l be any excess drainage 

from any o f f s e t t i n g t r a c t ? 

A. No, I do not. 

Q. I f t h i s , i n f a c t , i s a successful w e l l , what 

would you estimate i t s remaining producing l i f e t o be? 

A. Approximately 19 years. 

Q. W i l l Texaco run a d i r e c t i o n a l survey on the w e l l 

once i t has been d r i l l e d ? 

A. Yes. 

Q. W i l l you advise the Commission or the D i v i s i o n 

when t h a t survey i s t o be run and provide a copy of the 

survey t o the OCD? 

A. Yes, we w i l l . 

Q. How soon does Texaco plan t o commence the 
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d r i l l i n g of the well? 

A. Early September. 

Q. Now, Mr. Smith, i n your opin i o n w i l l approval of 

t h i s A p p l i c a t i o n be i n the best i n t e r e s t s of conservation, 

the prevention of waste and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. Yes. 

Q. Were E x h i b i t s K through M e i t h e r prepared by you 

or compiled under your d i r e c t i o n ? 

A. Yes. 

MR. CARR: At t h i s time, Mr. Stogner, we move the 

admission i n t o evidence of Texaco E x h i b i t s K through M. 

EXAMINER STOGNER: E x h i b i t s K through M w i l l be 

admitted i n t o evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of t h i s witness. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. A f t e r the h o r i z o n t a l w e l l i s d r i l l e d , w i l l t h a t 

be cased or tubed, or i s i t going t o be open-hole? 

A. I t w i l l be open-hole. 

Q. Okay. Any s t i m u l a t i o n ? 

A. I f i t w i l l not come i n n a t u r a l l y , then yes, there 

w i l l be a small a c i d job t o t r y t o clean up any mud build u p 

t h a t t h e r e would be on the hole i t s e l f . 
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Q. No f r a c t u r i n g or anything? 

A. No, none planned. 

Q. Have you been involved i n some of the other 

Gallup h o r i z o n t a l w e l l s out i n the northwest New Mexico 

area? 

A. No, I have not. 

Q. You have not. Anywhere else i n the Rocky 

Mountain area? 

A. Not per s o n a l l y , no, s i r . 

Q. Why was the L i n d r i t h Gallup considered a good 

candidate by Texaco f o r t h i s p r o j e c t ? 

A. Because of the f r a c t u r i n g . We f e l t t h a t the 

Gallup, because of i t s i n t e n s i t y i n f r a c t u r e s , would be 

very good candidate f o r a h o r i z o n t a l p i l o t . 

Q. But nobody's ever done one out t h e r e i n the po 

before? 

A. Not i n t h i s pool t h a t we know o f . 

Q. Now, the a c t u a l k i c k o f f p o r t i o n w i t h the s h o r t 

r a d i u s , w i l l t h a t be done w i t h a mud logger or a surface 

A. The a c t u a l k i c k o f f p o r t i o n , i f y o u ' l l r e f e r t o 

E x h i b i t M, l e t ' s see, k i c k o f f : "Run gyro and o r i e n t 

motor..." So... " K i c k - o f f motor w i t h a 2.5- t o 3-degre 

bent sub". 

Q. So i t w i l l be w i t h a mud motor assembly? 

A. Yes. 
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Q. How w i l l the o r i e n t a t i o n and the d i r e c t i o n be 

co n t r o l l e d ? W i l l t h a t be w i t h a k i c k o f f assembly, a 

whipstock assembly or — 

A. T h e y ' l l run a gyro and an o r i e n t motor. 

EXAMINER STOGNER: Okay. I have no other 

questions of t h i s witness. 

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

Case 11,324. 

EXAMINER STOGNER: Okay, i f there's nothing 

f u r t h e r i n t h i s case, t h i s case w i l l be continued t o the 

August 10th f o r n o t i c e requirements. 

I f y o u ' l l submit a copy, Mr. Carr, of t h a t 

n o t i f i c a t i o n l e t t e r , t h a t was sent out, and should you get 

a — 

MR. CARR: — p r o t e s t or an o b j e c t i o n , w e ' l l 

advise you immediately. We don't r e a l l y expect t h a t , but 

you never know. 

EXAMINER STOGNER: And more than l i k e l y what 

w e ' l l do i s j u s t r e c a l l i t on August 10th and take i t under 

advisement a t t h a t time. 

And so i f there's nothing f u r t h e r i n t h i s case, 

we can move on t o Case 11,325. 

(Thereupon, these proceedings were concluded a t 

1:45 p.m.) 

* * * 
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