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MR. STOGNER: We're g o i n g t o hear t h e s e l a s t 

two a t t h e same t i m e , Jim? 

MR. BRUCE: Yeah. 

MR. STOGNER: A l l r i g h t . Come t o o r d e r . C a l l 

case number 10331. At t h e a p p l i c a n t ' s r e q u e s t , 

c o n s o l i d a t e 10331 and 10332. 

MR. STOVALL: Case number 10331, a p p l i c a t i o n 

o f V e t e r a n E x p l o r a t i o n , I n c . , t o amend d i v i s i o n 

Order No. R-9330, Sandoval County, New Mexico, and 

10332 i s t h e a p p l i c a t i o n o f V e t e r a n E x p l o r a t i o n , 

I n c . , f o r a n o n - s t a n d a r d o i l p r o r a t i o n u n i t , a h i g h 

a n g l e / h o r i z o n t a l w e l l b o r e t h a t exceeds t h e s e t - b a c k 

r e q u i r e m e n t s f o r t h e San I s i d r o ( S h a l l o w ) u n i t a r e a , 

and s i m u l t a n e o u s d e d i c a t i o n , Sandoval County, New 

Mexico. 

MR. STOGNER: At t h i s t i m e I ' l l c a l l f o r 

appearances i n b o t h cases. 

MR. BRUCE: Mr. Examiner, Jim Bruce f r o m t h e 

H i n k l e Law F i r m i n Alb u q u e r q u e r e p r e s e n t i n g t h e 

a p p l i c a n t . I have one w i t n e s s t o be sworn. 

MR. STOGNER: And s i n c e t h e r e ' s nobody e l s e i n 

t h e room, w i l l t h e w i t n e s s p l e a s e s t a n d t o be 

sworn ? 

( W i t n e s s sworn) 

MR. STOGNER: Mr. Bruce. 

HUNNICUTT REPORTING 
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MR. BRUCE: As an i n t r o d u c t o r y m a t t e r , 

Mr. Examiner, i n case 10332 V e t e r a n ' s a p p l i c a t i o n t o 

d r i l l a h o r i z o n t a l w e l l a c r o s s s e c t i o n l i n e s and 

d e v e l o p and d e d i c a t e two h a l f s e c t i o n s t o t h a t 

we 11 . 

I n t h e r e l a t e d case 10331, a p p l i c a n t seeks 

t o change t h e s p e c i a l o p e r a t i n g r u l e s w h i c h were 

i n s t i t u t e d l a s t y e a r i n o r d e r t o a l l o w t h e o p e r a t o r 

t o a p p l y a d m i n i s t r a t i v e l y f o r p e r m i s s i o n t o d r i l l 

w e l l s a c r o s s s e c t i o n l i n e s . The s p e c i a l o p e r a t i n g 

r u l e s were ad o p t e d i n case, I b e l i e v e i t was 10100. 

We do n o t have a landman here t o d a y because 

t h e r e was l a n d t e s t i m o n y p r e s e n t e d i n t h e p r i o r 

cases 10099 and 10100. That t e s t i m o n y showed t h a t 

t h e San I s i d i r o S h a l l o w U n i t area encompasses about 

18,000 a c r e s o f f e d e r a l m i n e r a l s i n Sandoval 

County. I have j u s t f o r y o u r i n f o r m a t i o n --

i n f o r m a t i o n purposes -- a copy o f t h e l a n d p l a t t h a t 

was s u b m i t t e d a t one o f t h e p r i o r h e a r i n g s . 

MR. STOVALL: You want t o move f o r 

i n c o r p o r a t i o n o f t h a t i n t o t h i s j u s t f o r t h e --

MR. BRUCE: Sure. 

MR. STOGNER: Case number 100 

MR. STOVALL: J u s t t h e l a n d p l a t e x h i b i t i s 

r e a l l y a l l t h a t needs t o be --

HUNNICUTT REPORTING 
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MR. BRUCE: Yeah, j u s t t h e l a n d p l a t e x h i b i t . 

MR. STOVALL: I t was p r e v i o u s l y sworn t o and 

t e s t i f i e d a bout and a d m i t t e d as an e x h i b i t ; i s t h a t 

c o r r e c t ? 

MR. BRUCE: Yes, s i r . I b e l i e v e t h i s one i s 

s p e c i f i c a l l y f r o m 10099 and t h a t w o u l d be 

s u f f i c i e n t . 

MR. STOVALL: Moving t h e a d m i s s i o n o f 

E x h i b i t 1 i n t h e case 10099 i n t o t h e r e c o r d o f t h i s 

case . 

MR. BRUCE: Yes, s i r . 

MR. STOGNER: So be i t . P lease c o n t i n u e . 

EXAMINATION 

BY MR. BRUCE: 

Q. Would you p l e a s e s t a t e y o u r name f o r t h e 

r e c o r d ? 

A. 

Q. 

A . 

Q. 

A . 

Q • 

A . 

Company 

Q. 

My name i s Tra c y C h a n c e l l o r . 

And where do you r e s i d e ? 

Denver, C o l o r a d o . 

What i s yo u r o c c u p a t i o n ? 

I'm a g e o l o g i c a l c o n s u l t a n t . 

And who a r e you w o r k i n g f o r i n t h i s m a t t e r ? 

I'm a c o n s u l t a n t f o r V e t e r a n E x p l o r a t i o n 

I s V e t e r a n now t h e o p e r a t o r o f t h e San 
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I s i d i r o S h a l l o w u n i t ? 

A. T h a t ' s c o r r e c t . 

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

t h e OCD? 

A. I have n o t . 

Q. Would you o u t l i n e y o u r e d u c a t i o n a l and work 

e x p e r i e n c e f o r t h e examiner, p l e a s e ? 

A. B.S. I n g e o l o g y f r o m F o r t Lewis C o l l e g e i n 

1978, employed f o r f o u r y e a r s i n M i d l a n d , Texas and 

Denver f o r v a r i o u s s m a l l and l a r g e r i n d e p e n d e n t s as 

a p e t r o l e u m g e o l o g i s t , e x p l o r a t i o n g e o l o g i s t , and 

have been i n d e p e n d e n t f o r t h e p a s t e i g h t y e a r s as a 

c o n s u l t i n g g e o l o g i s t b o t h e x p l o r a t i o n and i n t h e 

f i e l d as w e l l as owning my own e x p l o r a t i o n company. 

Q. Okay. And what i s yo u r f a m i l i a r i t y w i t h t h e 

Mancos and N i o b r a r r a f o r m a t i o n ? 

A. I ' v e worked i n t h e N i o b r a r r a t h r o u g h o u t 

t h a t 8-year p e r i o d t h r o u g h o u t t h e R o c k i e s . However, 

i n t h e San Juan B a s i n I ' v e been i n v o l v e d w i t h t h e 

Mancos i n t h e N i o b r a r r a e q u i v a l e n t f o r about a y e a r . 

Q. Okay. And a r e you f a m i l i a r w i t h t h e Mancos 

g e o l o g y o f t h e San I s i d i r o S h a l l o w U n i t ? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I wou l d t e n d e r 

Mr. C h a n c e l l o r as an e x p e r t p e t r o l e u m g e o l o g i s t . 

HUNNICUTT REPORTING 
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MR. STOGNER: Mr. C h a n c e l l o r i s so q u a l i f i e d . 

Q. (By Mr. Bruce) r e f e r r i n g t o y o u r e x h i b i t s , 

f i r s t E x h i b i t B, Mr. C h a n c e l l o r , w o u l d you d e s c r i b e 

what t h a t i s f o r t h e examiner? 

A. T h i s i s t h e F e d e r a l u n i t o u t l i n e i n 20 

n o r t h two and t h r e e w e s t , Sandoval County, New 

Mexico. I t o u t l i n e s t h e p r o w e l l p r o d u c t i o n h i s t o r y 

as o f p r o b a b l y a y e a r ago, t h e l o c a t i o n o f our f i r s t 

two h o r i z o n t a l h o l e s i n s e c t i o n 11 and 12. 

Q. And t h a t ' s t h e 1114 w e l l and t h e 1210 w e l l ? 

A. Th a t ' s c o r r e c t . And our proposed Johnson 

7-3 w e l l s p u d d i n g i n s e c t i o n 7 o f 20 n o r t h 2 w e s t , 

and b o t t o m h o l e l o c a t i o n i n s e c t i o n 6 o f 20 n o r t h 2 

west w i t h a basement f a u l t t r a c e , and i s showing 

t h a t some o f t h e b e s t p r o d u c t i o n i n t h e f i e l d i s 

a s s o c i a t e d w i t h t h a t basement f a u l t . 

Q. Okay. 

A. Tha t ' s b a s i c a l l y what E x h i b i t B shows. 

Q. And some o f t h e p o o r e r w e l l s a r e a l i t t l e 

f u r t h e r away. You n o t e t h e r e t h e 1 5 0 0 - b a r r e l w e l l 

and some o t h e r 2 , 0 0 0 - b a r r e l w e l l s t h a t a r e f u r t h e r 

away f r o m t h e basement f a u l t ; i s t h a t c o r r e c t ? 

A. Yes. 

Q. And w e ' l l g e t i n t o t h i s one i n a l i t t l e 

more d e t a i l . I s t h a t t h e b a s i c r e a s o n V e t e r a n seeks 

HUNNICUTT REPORTING 
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p e r m i s s i o n t o d r i l l a c r o s s s e c t i o n l i n e s ? 

A. That i s t h e b a s i c g e o l o g i c r e a s o n t o be 

l o c a t e d on b o t h s i d e s o f a h o r i z o n t a l w e l l b o r e t o 

t h i s f a u l t t r a c e . 

Q. Okay. Would you p l e a s e t h e n move on t o 

E x h i b i t C and j u s t v e r y b r i e f l y d i s c u s s what t h a t 

s hows ? 

A. E x h i b i t C I have t r a c e d on E x h i b i t B t h i s 

basement f a u l t , and j u s t t o show t h e commission t h a t 

we have worked t h e s e i s m i c and we a r e l o o k i n g a t 

a p p r o x i m a t e l y 800 t o 1,000 f e e t o f t h r o w on t h i s 

basement f a u l t , and i t has d i s t u r b e d t h e Mancos 

r o c k s , t h e s h a l l o w e r Mancos pay zones, t h e A, B, and 

t h e C, and t h e D w h i c h t h e f i e l d p roduces f r o m 

e x c e p t f o r one Menefee w e l l , and t h a t ' s b a s i c a l l y 

what i t shows. 

Q. Okay. And t h e n moving on t o E x h i b i t D, 

woul d you d i s c u s s t h e Mancos s t r u c t u r e i n t h i s area? 

A. The Mancos i s n o t p a r t i c u l a r l y f a u l t e d , 

however, over -- t h e basement f a u l t has caused a 

m o n o c l i n e i n t h e Mancos over t h e basement f a u l t , and 

we're g e t t i n g areas o f where t h e r e ' s g r e a t e r range 

o f change i n d i p t h a n o t h e r a r e a s , and t h e y e l l o w 

h i g h l i g h t e d a rea i s t h e t r a c e o f t h e a x i s o f t h e 

m o n o c l i n e w h i c h would be t h e maximum f l e c t u r e i n t h e 

HUNNICUTT REPORTING 
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1 Mancos A, B, C, and D pay zones, and i f y o u ' l l r e f e r 

2 back t o E x h i b i t B, y o u ' l l see t h a t i t has s h i f t e d 

3 q u i t e a b i t , and i t t r u l y does a l i g n w i t h t h e b e s t 

4 p r o d u c t i o n i n t h e f i e l d , t h a t b e i n g 20 n o r t h 2 west 

5 s e c t i o n 6, t h e 88,000 b a r r e l s and 20 n o r t h 3 w e s t , 

6 s e c t i o n 12 t h e 90,000 b a r r e l s , and 20 n o r t h 3 west 

7 s e c t i o n 1 1 , t h e 135,000 b a r r e l s . 

8 Q. So i n y o u r o p i n i o n , i t ' s n e c e s s a r y t o s t a y 

9 near t h i s f a u l t t o have t h e b e s t chance o f g e t t i n g a 

10 good w e l l i n t h e Mancos? 

11 A. Yes. And n o t o n l y near i t , b u t t o have --

12 y e s , t h a t ' s c o r r e c t . 

13 Q. And t h i s w i l l n o t r e q u i r e w e l l s t o be 

14 d r i l l e d a c r o s s s e c t i o n l i n e s i n e v e r y case, w i l l i t ? 

15 A. No i t w i l l n o t ; however t h e r e may be a few 

16 o t h e r cases. 

17 Q. Okay. Then p l e a s e r e f e r back t o E x h i b i t A 

18 and d e s c r i b e t h a t f o r t h e examiner. 

19 A. E x h i b i t A -- s h a l l we p u t t h i s up o r can we 

20 j u s t --

21 MR. STOVALL: We can spr e a d i t o u t , 

22 A. E x h i b i t A as i s , as you can see, f r o m C-C' 

23 s o u t h w e s t and n o r t h e a s t t h r o u g h t h e f i e l d , and t h e 

24 F e d e r a l U n i t showing t h e t o p o f t h e Mancos A, t h e B, 

25 t h e C zone, and t h e D zone, some o f t h e w e l l s were 
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open h o l e c o m p l e t e d , some w e l l s were s e t p i p e , 

cemented and f r a c t and b a s i c a l l y t h i s e x h i b i t i s 

j u s t t o show you our pay zones. The f i e l d does 

produce f r o m a l l f o u r . We w i l l be d r i l l i n g 

b a s i c a l l y between t h e San I s i d i r o 12-4, f i v e w e l l s 

o v e r f r o m t h e l e f t , and t h e Johnson 6-16 w e l l . 

Q. Okay. What i s t h e p r i m a r y p r o d u c i n g zone i n 

t h i s area? 

A. W e l l , as I ' v e s a i d A, B, C, D a r e t h e 

p r i m a r y zones; however, t h e C zone, t h e r e needs t o 

be more t e s t i n g , b u t we f e e l l i k e t h e C zone has 

been p r o b a b l y t h e b e s t p r o d u c e r . 

Q. Okay. I n r e f e r r i n g j u s t b r i e f l y t o 

E x h i b i t E, would you d e s c r i b e what t h a t i s , p l e a s e ? 

A. E x h i b i t E i s a p r o p o s a l and o u t l i n e f r o m 

G r e a t Land D i r e c t i o n a l D r i l l i n g Company i n Casper 

f o r V e t e r a n . A f t e r t h e t i t l e page i s a p r e t t y good 

w e l l summary t h a t we w i l l be k i c k i n g o f f a t 

a p p r o x i m a t e l y 39 -- no, a c t u a l l y we s h o u l d go t o t h e 

t h i r d page w i t h t h e w e l l p r o f i l e , t h e columns and 

b i l l r a t e s and so f o r t h . 

Q. And t h i s i s f o r t h e Johnson 7-3 w e l l ? 

A. T h a t ' s c o r r e c t . Johnson 7-3 w e l l . We w i l l 

be k i c k i n g o f f a t a p p r o x i m a t e l y 3874 and b u i l d i n g a 

14 - d e g r e e - p e r - h u n d r e d c u r v e t o t h e C zone w i t h a TVD 
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of 4420. At t h a t p o i n t we w i l l d r i l l an 85-degree 

a n g l e h o l e i n t h e C zone. The d i p i n t h a t a r e a i s 

about t h r e e t o f i v e d e g r e e s , and s t a y i n g i n t h e 

C zone f o r a p p r o x i m a t e l y 4,000 f e e t TVD i s a t 8122, 

and t h e c u r v e on t h e n e x t page, t h e d i a g r a m a t i c 

c u r v e o f t h e w e l l b o r e shows t h a t d i a g r a m a t i c a l l y --

k i c k o f f s and so f o r t h , and t h e l a s t page i s t h a t we 

-- w e l l p r o f i l e as f a r as n o r t h 10 degrees e a s t 

w i l l be our d i r e c t i o n w i t h a p p r o x i m a t e l y 4,000 f e e t 

o f w e l l b o r e . 

Q. Okay. And y o u ' r e t h e w e l l s i t e g e o l o g i s t 

f o r V e t e r a n , a r e you not? 

A. Tha t ' s t r u e . 

Q. Now, as o r i g i n a l l y p r o p o s e d , t h i s w e l l 

w o u l d be about 132 f e e t t o o c l o s e t o t h e s e c t i o n 

l i n e i f i t ' s d r i l l e d as s t a t e d t h e r e i n ; i s t h a t 

c o r r e c t ? 

A. Th a t ' s t r u e , t o o c l o s e t o t h e h a l f s e c t i o n 

l i n e . 

Q. What does V e t e r a n p l a n t o do w i t h r e s p e c t 

t o t h a t ? 

A. V e t e r a n p l a n s t o -- e i t h e r we w i l l n o t 

d r i l l any c l o s e r t h a n 660 f e e t t o t h a t h a l f s e c t i o n 

l i n e , and t o s o l v e t h a t we w i l l be e i t h e r s t o p p i n g 

s h o r t o f t h e 4 , 0 0 0 - f o o t t a r g e t , o r we w i l l a r r a n g e 
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our a n g l e back t o t h e west p o s s i b l y one or two 

de g r e e s , and I t h i n k we a r e i n t h e pr o c e s s o f t a k i n g 

c a r e o f t h a t w i t h t h e commission as f a r as --

Q. Okay. So you do n o t d e s i r e t o be c l o s e r 

t h a n 660 f e e t t o t h e o u t e r boundary? 

A. T h a t ' s c o r r e c t , and one purpose o f t h e way 

we have t o d e s i g n t h i s w e l l b o r e a c r o s s t h e s e c t i o n 

l i n e . 

Q. Okay. Now t h i s d r i l l i n g p l a n , i s t h i s 

s i m i l a r t o p l a n s p r e v i o u s l y s u b m i t t e d f o r t h e o t h e r 

two h o r i z o n t a l w e l l s t h a t have been d r i l l e d t o d a t e 

i n t h e u n i t ? 

A. I t i s , y es. 

Q. Okay. Were E x h i b i t s A t h r o u g h E e i t h e r 

p r e p a r e d under y o u r d i r e c t i o n o r c o m p i l e d f r o m 

company r e c o r d s ? 

A. They were. 

Q. I n yo u r o p i n i o n , i s t h e g r a n t i n g o f t h e s e 

a p p l i c a t i o n s i n t h e i n t e r e s t o f c o n s e r v a t i o n and t h e 

p r e v e n t i o n o f waste? 

A. Yes, t h e y a r e . 

MR. BRUCE: Mr. Examiner, I move t h e 

i n t r o d u c t i o n o f E x h i b i t s A t h r o u g h E p l u s o f , 

c o u r s e , p r i o r E x h i b i t number 1 fr o m case 10099. 

MR. STOGNER: E x h i b i t s A t h r o u g h E w i l l w o u l d 
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be a d m i t t e d i n t o e v i d e n c e . Okay. 

MR. STOVALL: I have a q u i c k q u e s t i o n t o s t a r t 

i t o u t . What i s t h e p a r t i c i p a t i n g a r ea f o r t h i s 

p r o p o s e d w e l l ? I s i t an e x t e n s i o n o f t h e e x i s t i n g 

p a r t i c i p a t i n g area o f t h e u n i t , o r i s i t g o i n g t o be 

a new p a r t i c i p a t i n g area? 

A. T h i s w i l l be, I b e l i e v e -- y e s . A new 

p a r t i c i p a t i n g a r ea as i s each o f t h e f i r s t two 

we11s. 

MR. STOVALL: They're each s e p a r a t e 

p a r t i c i p a t i n g areas? 

A. Yes, t h e y a r e . 

MR. STOVALL: So i n o t h e r words, c o s t and 

revenue s h a r i n g i s on a d r i l l b l o c k b a s i s r e a l l y so 

f a r i n t h i s u n i t ; i s t h a t c o r r e c t ? 

A. I b e l i e v e so. 

MR. STOVALL: Now, my memory i s n o t a l l t h a t 

g r e a t as f a r as t h e u n i t i t s e l f . I t ' s 100 p e r c e n t 

F e d e r a l U n i t ; i s t h a t c o r r e c t ? 

A. Th a t ' s c o r r e c t . That i s c o r r e c t . 

MR. STOVALL: What about t h e o v e r r i d i n g 

r o y a l t y i n t e r e s t s , a r e t h e y u n i f o r m t h r o u g h o u t o r do 

you know? 

A. They do v a r y . 

MR. STOVALL: What about w o r k i n g i n t e r e s t s ? 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

14 

A. They v a r y as w e l l , and t h i s l e a s e s e c t i o n 6 

and 7 happens t o be t h e same l e a s e , b u t t h e w o r k i n g 

i n t e r e s t s do v a r y t h r o u g h o u t t h e u n i t . 

MR. STOVALL: L e t ' s see. The e a s t h a l f o f 

s e c t i o n 6 i s a l s o i n t h e u n i t ; i s i t not? 

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

MR. BRUCE: Yeah, l o o k i n g a t E x h i b i t 1. 

MR. STOVALL: Now, t h a t good w e l l t h a t ' s i n 

t h e s o u t h e a s t q u a r t e r o f E x h i b i t 1, what was t h e 

p r o r a t i o n u n i t t o t h a t w e l l ? Was t h a t t h e e a s t 

h a l f ? 

A. The 8 8 , 0 0 0 - b a r r e l w e l l ? 

MR. STOVALL: R i g h t . 

A. I do n o t know. J i m , i f you have an i d e a as 

f a r as -- see, I b e l i e v e t h i s i s on 320-acre s p a c i n g 

i f t h a t answers --

MR. STOVALL: That's c o r r e c t . I t h i n k t h e 

p o o l i s on t h e 320-acre s p a c i n g , b u t you d o n ' t know 

what t h e p r o r a t i o n i s ? 

A. I do n o t ; I d o n ' t . 

MR. STOVALL: Which means you d o n ' t know 

w h e t h e r y o u ' r e , i n f a c t , w h e t h e r t h e s o u t h w e s t 

q u a r t e r i s a l r e a d y c o m m i t t e d t o a p r o r a t i o n u n i t ; i s 

t h a t c o r r e c t ? 

A. I as a g e o l o g i s t do n o t know t h e answer t o 
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t h a t q u e s t i o n . 

MR. BRUCE: I f you g i v e me a m i n u t e , we can go 

l o o k t h a t up. 

MR. STOVALL: L e t ' s f i n d o u t i f t h e r e ' s 

a n y t h i n g e l s e we d o n ' t know b e f o r e we go on. I f 

i t ' s t h e s o u t h h a l f o f t h i s s e c t i o n 6 p r o r a t i o n u n i t 

f o r t h a t w e l l on t h e s o u t h e a s t q u a r t e r , t h e n , i n 

f a c t , what c o u l d be happening i s t h a t t h e s o u t h w e s t 

q u a r t e r c o u l d p a r t i c i p a t e i n two w e l l s and t h e 

n o r t h e a s t q u a r t e r would p a r t i c i p a t e i n none w i t h two 

w e l l s i n s e c t i o n 6, w h i c h I t h i n k proposes a b i t o f 

a c o r r e l a t i v e r i g h t s p r o b l e m . 

Mr. Bruce, perhaps you can answer i t as 

w e l l . Were t h e 12-10 and t h e 11-14 -- were t h o s e 

b o t h 640-acre u n i t s , do you remember? 

MR. BRUCE: J u s t a second. 11-14 was n o t i n 

t h e 12-10. I b e l i e v e t h e e a s t h a l f i s d e d i c a t e d t o 

t h e 12-10 t h a t was a s i m u l t a n e o u s d e d i c a t i o n . 

MR. STOVALL: The e a s t h a l f was a l s o d e d i c a t e d 

as a 9 0 , 0 0 0 - b a r r e l w e l l ; i s t h a t c o r r e c t ? 

A. Th a t ' s c o r r e c t . We do know t h a t t h e e a s t 

h a l f o f s i x has a l r e a d y been d e d i c a t e d t o t h e 7-3, 

and t h e e a s t h a l f o f 7 i s d e d i c a t e d t o t h e 7-3. 

MR. STOVALL: You mean t h e west h a l f . 

A. I'm s o r r y . The west h a l f , I b e l i e v e , J i m . 
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MR. STOVALL: The west h a l f o f 6 and t h e west 

h a l f o f 7 a r e yo u r proposed p r o r a t i o n u n i t f o r t h i s 

w e l l t h a t y o u ' r e t a l k i n g a b o u t ; i s t h a t c o r r e c t ? 

A. Yes, s i r , I b e l i e v e so. 

MR. STOVALL: Now, you t a l k a bout -- where's 

t h e 7-11 w e l l ? I s t h a t t h a t 5 9 0 0 - b a r r e l w e l l down 

t h e r e i n San I s i d r o ? 

A. No, s i r . That i s -- oh, I'm s o r r y , i t s u r e 

i s . 

MR. BRUCE: Excuse me f o r i n t e r r u p t i n g , b u t 

I'm l o o k i n g a t a d m i n i s t r a t i v e o r d e r DD52H, t h e 12-10 

has 640 a c r e s d e d i c a t e d t o i t . 

MR. STOVALL: So i t ' s a s i m u l t a n e o u s 

d e d i c a t i o n w i t h t h r e e w e l l s on t h a t d e d i c a t i o n ; i s 

t h a t c o r r e c t ? 

MR. BRUCE: Yes, per t h e d i v i s i o n o r d e r s . 

MR. STOVALL: But t h e 11-14 i s j u s t a s i n g l e 

d e d i c a t i o n o f t h e west h a l f ? 

MR. BRUCE: Yes. 

MR. STOVALL: W e l l , l e t me j u s t e x p r e s s a 

c o n c e r n t o b o t h o f you on t h i s . I f one o f t h e 

advantages o f -- and I'm e x p r e s s i n g my own o p i n i o n 

and my own concerns from a l e g a l c o r r e l a t i v e r i g h t s 

o p e r a t i o n a l s t a n d p o i n t -- one o f t h e advantages o f 

u n i t i z e d o p e r a t i o n s i s you b r i n g a -- d r i l l a 
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s u b s t a n t i a l area under common o w n e r s h i p and c o n t r o l 

w h i c h a l l o w s -- one o f t h e r e a l advantages -- i s i t 

a l l o w s some b r o a d - a r e a p l a n n i n g and p a r t i c u l a r l y t h e 

o p p o r t u n i t y t o do p r o j e c t s such as -- I guess 

V e t e r a n s has r e a l l y done i t , i t t o o k o v e r Sand Dune 

b e f o r e t h e w e l l was d r i l l e d ; i s t h a t c o r r e c t ? 

A. Yes, t h e y d i d t h e f i r s t two h o l e s , t h a t ' s 

c o r r e c t . Then we --

MR. STOVALL: However, by v i r t u e o f t h e way 

t h i s u n i t i s s e t up, t h e c o r r e l a t i v e r i g h t s p r o b l e m 

s t i l l e x i s t s because i t ' s on -- e s s e n t i a l l y on a 

d r i l l - b l o c k b a s i s , and when you s t a r t e n c r o a c h i n g 

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

s i m u l t a n e o u s d e d i c a t i o n p a r t i c u l a r l y n e x t t o -- i t 

d o e s n ' t l o o k l i k e we've g o t a p a r t i c u l a r p r o b l e m , 

b u t n e x t t o un d e v e l o p e d t r a c t s i n some a r e a s , 

because t h e r e ' s n o t a common o w n e r s h i p i n t h e l a r g e r 

p a r c e l s i n v o l v e d , i t s t i l l keeps t h a t c o r r e l a t i v e 

r i g h t s p r o b l e m . 

A. There i s a common o w n e r s h i p i n t h a t -- J i m , 

c o r r e c t me i f I'm wrong -- you mean i s t h e r e one 

owner o r a r e t h e r e f i v e owners? 

MR. STOVALL: W e l l , I guess what I'm a s k i n g 

you i s t h i s u n i t i s 18,000 a c r e s , and i t ' s p u t 

t o g e t h e r d i f f e r e n t w o r k i n g i n t e r e s t s , owned 
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d i f f e r e n t t r a c t s w i t h i n t h e u n i t --

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

MR. STOVALL: Based on t h e i r l e a s e h o l d 

p o s i t i o n when t h e u n i t was formed? 

A. Yes. 

MR. STOVALL: When you e s t a b l i s h -- I mean, i f 

i t ' s what's r e f e r r e d t o commonly as an u n d i v i d e d 

u n i t , t h e e n t i r e u n i t pays a l l c o s t s and share s a l l 

r e v e n u e s . T h i s i s what I j u s t commonly r e f e r t o as 

a d i v i d e d u n i t . 

A. I n t h i s p a r t i c u l a r -- I a p o l o g i z e f o r n o t 

-- I w i s h I u n d e r s t o o d more about t h e p r o b l e m , b u t 

V e t e r a n now owns 96 p e r c e n t -- w e l l , no, t h a t i s n ' t 

q u i t e t r u e , so -- I'm n o t q u a l i f i e d t o r e a l l y answer 

t h a t q u e s t i o n . 

MR. STOVALL: And t h a t ' s my c o n c e r n . I d o n ' t 

know. We're n o t g e t t i n g t h e i n f o r m a t i o n w h i c h s a y s , 

f o r example, who has g o t an i n t e r e s t i n t h e e a s t 

h a l f o f s e c t i o n 6. They're t h e ones who p r o b a b l y 

a r e most a f f e c t e d , whose c o r r e l a t i v e r i g h t s a r e most 

a f f e c t e d by t h i s , c o u n t e r b a l a n c e d w i t h t h e f a c t 

t h a t t h e y ' v e had a p r e t t y good p r o d u c t i o n o u t o f a 

w e l l i f , i n f a c t , t h a t ' s t h e p r o r a t i o n u n i t . I f t h e 

n o r t h e a s t q u a r t e r i s n o t i n a p r o r a t i o n u n i t , t h e n 

t h e r e ' s a ma j o r p r o b l e m . S e c t i o n -- what i s i t , 
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s e c t i o n 1 t o t h e west -- we've g o t two p r o r a t i o n 

u n i t s and we d o n ' t know what t h e d e d i c a t i o n s a r e . 

What i s t h e e f f e c t o f i t ? 

MR. BRUCE: W e l l , as l o n g as y o u ' r e n o t 

o v e r l a p p i n g p r o r a t i o n u n i t s , t h o u g h , I d o n ' t 

u n d e r s t a n d t h e c o r r e l a t i v e r i g h t s p r o b l e m . 

MR. STOVALL: W e l l , a r e we o v e r l a p p i n g 

p r o r a t i o n u n i t s i n s e c t i o n 6, o r do we know? 

MR. BRUCE: We can go check. The BLM, as I 

u n d e r s t a n d i t , and you can ask Mr. C h a n c e l l o r , has 

approved t h i s w e l l . 

MR. STOVALL: R e a l l y . I'm assuming, we d o n ' t 

have c o n f i r m a t i o n , b u t I -- we'd hope t h a t homework 

was done ahead o f t i m e t h a t t h e e a s t h a l f i s 

d e d i c a t e d t o t h a t o t h e r w e l l w h i c h i s u n i d e n t i f i e d . 

A. As f a r as I u n d e r s t a n d , t h a t i s t r u e . I 

was somewhat i n v o l v e d i n h e a r i n g t h e d e d i c a t i o n and 

t h a t ' s d e f i n i t e l y t h e re a s o n f o r s t a y i n g 660 away 

f r o m t h a t h a l f s e c t i o n l i n e . 

MR. STOVALL: What's t h e e f f e c t i v e d r a i n a g e 

r a d i u s o f y o u r proposed 7-3? Do you have any i d e a 

how -- p a r t i c u l a r l y i f you i n t e r s e c t t h a t f r a c t u r e 

s u c c e s s f u l l y , what's t h a t g o i n g t o do as f a r as --

A. We have --

MR. STOVALL: F r a c t u r e s i n t h e Mancos have 
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been known t o produce from a l o n g ways away? 

A. Sure, t h e y have and, a g a i n , I'm n o t t h e 

q u a l i f i e d man t o answer i t , b u t I have worked w i t h 

our e n g i n e e r and we're showing 320-acre d r a i n a g e i n 

t h i s a r e a , and 250,000 b a r r e l s a w e l l f o r h o r i z o n t a l 

w e l l b o r e s . I t h i n k you can see from t h e p r o d u c t i o n 

i n t h e area t h a t --

MR. STOVALL: I t ' s r e a l l y s p o t t y i n t h a t ? 

A. Yes, i t i s . 

MR. STOVALL: I t h i n k t h a t ' s p r e t t y w e l l known 

fr o m t h e e a s t s i d e o f t h e Mancos f o r m a t i o n 

t h r o u g h o u t . You h i t t h e f r a c t u r e you g e t a b a r n 

b u r n e r , b u t i f you h i t t h e t i g h t m a t r i x , you d o n ' t 

g e t a n y t h i n g . 

A. Yes. 

MR. STOVALL: But when you do h i t t h e f r a c t u r e 

and g e t a b a r n b u r n e r , t h e rea s o n you do so i s 

because t h a t f r a c t u r e i s c o n n e c t i n g you t o a f a i r l y 

l a r g e r a d i u s w i t h i n t h e f r a c t u r e system. 

A. And, as you know, i t can, and i n our a r e a , 

u n f o r t u n a t e l y , we do n o t appear t o be as w e l l 

f r a c t u r e d as some o t h e r more i m p r e s s i v e Mancos p o o l s 

i n t h e San Juan B a s i n . Thus t h e r e a s o n f o r t h e 

320-acre s p a c i n g i n t h i s f i e l d , as some o f t h i s 

p r o d u c t i o n h i s t o r y has a l r e a d y shown, our b e s t w e l l 
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has o n l y made 135,000 b a r r e l s o u t o f s e c t i o n 11. We 

d o n ' t r e a l l y have t o o many h a l f m i l l i o n b a r r e l w e l l s 

i n h e r e . 

MR. STOVALL: How l o n g has t h e 11-14 been on? 

A. I t ' s been on -- I b e l i e v e t h a t w e l l was 

d r i l l e d i n '84. I t made --

MR. STOVALL: I s n ' t t h a t t h e h o r i z o n t a l w e l l ? 

A. No. The 11-14 i s one o f t h e h o r i z o n t a l 

w e l l s . 

MR. STOVALL: You're t a l k i n g about t h e 

1 3 5 , 0 0 0 - b a r r e l w e l l ? 

A. Yes, s i r . T hat's t h e 11-16. 

MR. STOVALL: How l o n g does -- t h e 11-14 been 

what, a y e a r , o r l e s s p r o b a b l y ? 

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

MR. STOVALL: Okay. 

A. Oh, I'm s o r r y . I f I c o u l d l e t you 

u n d e r s t a n d a l i t t l e more. We t w i n n e d t h e p l u g 

p r o d u c e r t h a t you see n e x t t o t h e 11-14, and t h e 

p l u g p r o d u c e r had made 11,000 b a r r e l s o f o i l , and 

our h o l e , t h e 11-14, we are s t i l l w o r k i n g on 

c o m p l e t i n g , b u t we a r e a l i t t l e d i s a p p o i n t e d i n t h e 

p r o d u c t i o n o f t h a t w e l l f o r v a r i o u s g e o l o g i c a l and 

e n g i n e e r i n g reasons why i t was d r i l l e d . 

MR. STOVALL: But i t has c r o s s e d what you 
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b e l i e v e t o be t h a t basement f a u l t , r i g h t ? 

A. I t has c r o s s e d t h a t basement f a u l t , 

however, i f you would r e f e r t o E x h i b i t D f o r j u s t a 

m i n u t e , you can see t h a t t h i s i s t h e main f l e c t u r e 

i n t h e pay zone, and i t goes much f a r t h e r s o u t h . 

I t ' s m i g r a t e d up i n t h e Mancos, and i t does go much 

f a r t h e r s o u t h . I a p o l o g i z e . The 11-14 h o r i z o n t a l 

h o l e i s n o t marked on t h e r e , b u t you can see --

MR. STOVALL: I t a p p r o x i m a t e l y s t a r t s a b o u t on 

t h a t -- by t h e 805 t h e r e ? 

A. Th a t ' s r i g h t . 

MR. STOVALL: R i g h t above i t ? 

A. And a c t u a l l y t h e r e i s a s p l a y h i n g e coming 

o f f o f t h i s main f l e c t u r e f r o m s e c t i o n 12 o v e r above 

t h a t 805, c r o s s i n g t h e w e l l b o r e t h a t we c r o s s e d , o r 

t h a t we d r i l l e d , and we f e e l now t h a t i t ' s a much 

s m a l l e r f r a c t u r e zone, and would have r a t h e r 

c o n c e n t r a t e d on t h i s l o w e r f l e c t u r e l i n e . 

MR. STOVALL: I n o t h e r words, down s o u t h f r o m 

t h a t s t a r t i n g p o i n t r a t h e r t h a n n o r t h . 

A. T h a t ' s c o r r e c t , and even t h o u g h i t appears 

we have c r o s s e d t h e basement f a u l t , t h e t o p o f i t we 

d i d , b u t what's more i m p o r t a n t i s t h e f l e c t u r e 

h i g h l i g h t i n E x h i b i t D, and we were n o r t h o f t h a t 

and i n a s m a l l e r zone, and t h a t may n o t be t h e main 
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r e a s o n t h e w e l l has n o t p e r f o r m e d as we had hoped. 

There a r e o t h e r r e a s o n s . 

However, we are c o n v i n c e d t h a t t h e b e t t e r 

p r o d u c t i o n i n t h e f i e l d i s a t o r c e r t a i n l y w i t h i n 

1,000 f e e t o f t h a t h i g h l i g h t . We f e e l l i k e i t ' s 

v e r y i m p o r t a n t t o s t a y -- t o d r i l l h o r i z o n t a l 

w e l l b o r e s on b o t h s i d e s o f t h e f r a c t u r e zone and 

s t a y i n g a t an a n g l e such t h a t you d o n ' t g e t t o o f a r 

away f r o m e i t h e r s i d e o f t h e f r a c t u r e zone. 

MR. STOVALL: I want t o go back and v i s i t w i t h 

you a l i t t l e b i t about t h e u n i t . Going back t o 

E x h i b i t 1 f r o m 10099, i t appears t h a t t h e u n i t 

boundary i s on t h e e a s t s e c t i o n l i n e o f s e c t i o n s 5 

and 8. On y o u r map i t appears t h a t i t ' s on t h e e a s t 

l i n e o f s e c t i o n 6 and s p l i t s s e c t i o n 7. 

A. I a p o l o g i z e . I'm sure t h a t --

MR. STOVALL: Which one's c o r r e c t ? 

A. I'm s u r e E x h i b i t B i s i n c o r r e c t . 

MR. STOVALL: What i t does now, I l o o k a t --

A. I f I c o u l d j u s t l o o k here f o r a moment. 5 

and 6, yeah. I t ' s E x h i b i t --

MR. STOVALL: I t l o o k s l i k e E x h i b i t B has g o t 

t h e u n i t b o u n d a r i e s a l l s u b s t a n t i a l l y d i f f e r e n t f r o m 

t h e one we've j u s t a d m i t t e d . 

A. Yes. The e x h i b i t t h a t Mr. Bruce has shown 
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you i s c o r r e c t . 

MR. STOVALL: You're t a l k i n g about E x h i b i t 1 

fr o m case 10099? 

A. Yes. I t has n o t changed f r o m t h i s 

s u b m i t t a l s i n c e t h e f i r s t day o f i t s i n c e p t i o n . I t 

has s e c t i o n s 35 and 36; t h a t ' s c o r r e c t . 

MR. STOVALL: You g e t down on t h e s o u t h i t 

l o o k s l i k e i t ' s g o t t h e wrong s e c t i o n . You d o n ' t 

have s e c t i o n numbers on y o u r E x h i b i t B. That makes 

i t a l i t t l e t o u g h e r f o r us, a t l e a s t as I'm s e e i n g 

i t . 

A. The e x h i b i t -- i s t h i s E x h i b i t 1? T h i s i s 

c o r r e c t . I would be g l a d t o c o r r e c t t h i s and g e t i t 

t o them as soon as p o s s i b l e . The p r o b l e m i s , V e t e r a n 

and t h e o r i g i n a l owner have been t a l k i n g a b o u t 

s e v e r a l p o s s i b i l i t i e s o f t r a d e s i n t h e a r e a , and we 

have gone t h r o u g h many d i f f e r e n t o u t l i n e s f o r 

t h i n k i n g about s h r i n k i n g our o t h e r f e d e r a l u n i t 

o u t l i n e s and --

MR. STOVALL: C o n t r a c t i n g t h e u n i t , you mean? 

A. Yes, s i r . And t h i s i s c o r r e c t , E x h i b i t 1. 

MR. STOVALL: For some r e a s o n , Mr. Bruce, I 

f e e l s o r t o f l i k e I'm m i s s i n g s o m e t h i n g , b u t I'm 

h a v i n g t r o u b l e p u t t i n g my f i n g e r on e x a c t l y what I'm 

m i s s i n g . I t h i n k I want t o ponder t h i s f o r a 
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m i n u t e . I t h i n k i f t h e Examiner's g o t any q u e s t i o n s 

on t h e t e c h n i c a l e n g i n e e r i n g a s p e c t s o f t h e w e l l 

i t s e l f . My co n c e r n i s p r i m a r i l y t o t h e c o r r e l a t i v e 

r i g h t s , and a l o t o f t h e s e t r a c t s a r e "GW, e t a l , " 

and a r e t h e " e t a l s " t h e same i n each t r a c t , and how 

does t h a t work t o g e t h e r and i s i t b e t t e r t o --

MR. BRUCE: I f I may -- j u s t l o o k i n g t h r o u g h 

t h e p r e v i o u s f i l e i n case 10099 and t h e u n i t 

agreement -- w h i c h i s t h e u n i t agreement -- and i t 

does s e t f o r t h t h e o w n e r s h i p , and I'm n o t g o i n g t o 

go i n t o any d e t a i l , b u t i f I may say t h a t so l o n g as 

we d o n ' t have t h e o v e r l a p p i n g p r o r a t i o n u n i t s t h a t 

you've d i s c u s s e d , as l o n g as we d o n ' t have t h a t 

p r o b l e m , I mean, you are m e r e l y d e d i c a t i n g acreage 

t o a w e l l , and a l t h o u g h i t may c r o s s s e c t i o n l i n e s . 

MR. STOVALL: I f u l l y c o n c u r : The s e c t i o n 

l i n e s a r e a r t i f i c i a l b o u n d a r i e s drawn by some guys 

on h o r s e s a l o n g t i m e ago, and sometimes t h e y d o n ' t 

make g e o l o g i c sense, so I do n ' t p a r t i c u l a r l y have a 

pr o b l e m c r o s s i n g t h o s e l i n e s i n t h i s t y p e o f 

s i t u a t i o n . I'm w o n d e r i n g i f we need more o f a b i g 

p i c t u r e , b u t l e t me ask you t h i s : assuming t h i s 

a p p l i c a t i o n were g r a n t e d f o r t h i s 7-3 w e l l , w o u l d 

you want an a l l o w a b l e e q u a l t o two t i m e s t h e 

320-acre o i l a l l o w a b l e ? 
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A. No. I d o n ' t t h i n k t h a t , i n my o p i n i o n , 

t h a t w o u l d have been n e c e s s a r y because t h i s i s a 

s e n s i t i v e r e s e r v o i r and we a r e n o t t h a t i n t e r e s t e d 

i n p r o d u c i n g i t h a r d anyway. 

MR. STOVALL: You're on what, a g a s - d r i v e 

t y p e ? 

A. I t ' s a c o m b i n a t i o n s o l u t i o n - g a s - a n d - g r a v i t y 

d r i v e . 

MR. STOVALL: You r e c o v e r more o i l t h e n i f you 

produce i t more s l o w l y a t a maximum e f f i c i e n t r a t e , 

so t o speak, r a t h e r t h a n --

A. Yes, s i r , But t h a t r e a l l y -- I d o n ' t know 

V e t e r a n ' s f u l l i n t e n t . I do n o t b e l i e v e t h a t i s an 

i n t e n t a t t h i s p o i n t as f o r as a d o u b l e a l l o w a b l e . 

MR. STOVALL: I d o n ' t t h i n k i t ' s a d v e r t i s e d 

f o r t h a t , so I d o n ' t t h i n k t h a t . 

A. T h i s i s s t r i c t l y a g e o l o g i c a l -- keep t h e 

p r o d u c t i o n down. 

MR. STOVALL: Maximize y o u r c o n t a c t --

A. Yes, s i r . 

MR. STOVALL: And produce i t a t t h e b e s t r a t e 

t h a t w o u l d make t h e b e s t r e c o v e r y ; r i g h t ? 

A. T h a t ' s c o r r e c t . We c a n ' t r e a l l y see a way 

t o d r i l l a h o r i z o n t a l h o l e i n 6 a l o n e , o r 7 a l o n e 

where we would c r o s s b o t h s i d e s o f t h e f l e c t u r e 
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w i t h o u t c r o s s i n g i n t o t h e --

MR. STOVALL: I u n d e r s t a n d . Then you've g o t 

more o f a pr o b l e m because y o u ' r e n o t -- what, i n 

f a c t , y o u ' r e d o i n g i s f o r m i n g a l a r g e r d r i l l i n g 

b l o c k here because y o u ' r e p r o d u c i n g f r o m b o t h --

y o u ' r e i n b o t h s e c t i o n s , so y o u ' r e f o r m i n g a 

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

w h a t e v e r you want t o c a l l i t . And t h a t a d dresses 

some o f t h e c o r r e l a t i v e r i g h t s i s s u e , I g r a n t you 

t h a t . 

I guess I'm t h i n k i n g about i t a l s o i n terms 

of t h e a p p l i c a t i o n f o r r u l e s f o r a d m i n i s t r a t i v e 

a p p r o v a l f o r s i m i l a r a p p l i c a t i o n s , and t h a t perhaps 

i s more o f a pr o b l e m t o me t h a n t h i s i n d i v i d u a l 

w e l l . I t h i n k a t t h i s t i m e I ' l l c o n j u g a t e w h i l e t h e 

examiner asks w h a t e v e r t e c h n i c a l q u e s t i o n s he's 

g o t . 

MR. STOGNER: W e l l , I t h i n k we g o t t h e u n i t 

b o u n d a r i e s t a k e n c a r e o f . That was one o f t h e main 

q u e s t i o n s I had, b u t we g o t t h a t s t r a i g h t e n e d o u t , 

and t h i s w e l l i s g o i n g t o be d e d i c a t e d i n t h e 

e x i s t i n g 7-11 w e l l ; i s t h a t c o r r e c t ? 

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

MR. STOGNER: Now a r e t h e r e h o r i z o n t a l w e l l s 

i n t h i s p a r t i c u l a r u n i t a r e a , o r are we g o i n g a f t e r 
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t h a t basement f a u l t ? I s t h a t what V e t e r a n ' s 

p r o p o s a l s a r e on t h e s e h o r i z o n t a l w e l l s a t t h i s 

p o i n t ? 

A. The r e a l i n t e n t i s even t h o u g h we're g o i n g 

a f t e r t h e basement f a u l t on E x h i b i t B, we're r e a l l y 

g o i n g a f t e r t h e p o i n t o f maximum f l e c t u r e on t h e 

Mancos B s e i s m i c h o r i z o n i n E x h i b i t D, and i t j u s t 

so happens t h a t t h e basement f a u l t has caused t h a t 

maximum f l e c t u r e , and we r e a l l y a r e g o i n g a f t e r 

E x h i b i t D, n o t t h e f a u l t i n g i n E x h i b i t B; however, 

t h e y a r e b o t h i n t e r c o n n e c t e d and r e l a t e d t o each 

o t h e r , and u n f o r t u n a t e l y t h e y a r e j u s t r i g h t on t o p 

o f each o t h e r . 

MR. STOVALL: I n o t h e r words, i f i t f a u l t e d 

h e r e , i t may have l i f t e d t h e r o c k and p u l l e d i t 

here? 

A. T h a t ' s e x a c t l y c o r r e c t . And i t h a s n ' t 

m i g r a t e d much, b u t e s p e c i a l l y , f o r i n s t a n c e , i n 

s e c t i o n 6 t h e y ' r e p r e t t y much r i g h t on t o p o f each 

o t h e r and 20 n o r t h 2 w est, b u t when you g e t i n t o 

s e c t i o n 12 o f 23, t h e maximum f l e c t u r e map i s coming 

on down t o t h e s o u t h , and t h e b a s i c f a u l t i n t h e 

basement i s t a k i n g a more n o r t h e r l y -- i t ' s 

t a k i n g --

MR. STOVALL: I t ' s g o i n g more w e s t e r l y and t h e 
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f l e c t u r e i s coming more s o u t h e r l y ; i s t h a t what you 

mean? 

A. Tha t ' s t r u e . 

MR. STOVALL: L e t me say t o you now t h a t I 

t h i n k , q u i t e f r a n k l y , I d o n ' t t h i n k we've g o t , i n my 

o p i n i o n -- d i s c u s s i o n w i t h t h e examiner i n d i c a t e s he 

may f e e l t h e same way -- as f a r as t h e 

a d m i n i s t r a t i v e a p p r o v a l p r o c e s s , I t h i n k we're 

s i m p l y l a c k i n g i n i n f o r m a t i o n t o d e a l w i t h t h a t , and 

i f you w i s h t o c o n t i n u e t h a t and supp l e m e n t , we can 

d i s c u s s what we need t o do i n a l e s s f o r m a l s e t t i n g 

and t h e n c o n t i n u e t h a t h e a r i n g . I'm n o t s u r e what we 

woul d use t o j u s t i f y t h a t a p p l i c a t i o n , i n g r a n t i n g 

t h a t a p p l i c a t i o n a t t h i s p o i n t . And I ' d l e a v e i t up 

t o y o u , Mr. Bruce. 

MR. BRUCE: W e l l , l e t ' s c o n t i n u e t h a t . 

MR. STOVALL: And see where we want t o go w i t h 

t h a t . I'm n o t s a y i n g t h a t i s a bad i d e a ; I'm j u s t 

s a y i n g t h a t I'm concerned about t h e amount o f 

i n f o r m a t i o n we've g o t , and how t o base t h a t . You 

know more s p e c i f i c d e t a i l s about what w o u l d be --

how i t w o u l d work. 

A. So i t ' s more a l a n d o w n e r s h i p p r o r a t i o n . 

MR. STOVALL: Yeah. What's t h e c r i t e r i a f o r 

i t ? I s i t a g e o l o g i c c r i t e r i a , what o w n e r s h i p 
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requirements have t o be s a t i s f i e d , how does the 

n o t i c e have t o work, and what p r o r a t i o n u n i t , and, 

i n f a c t , i n some cases you would always have a 

nonstandard p r o r a t i o n u n i t . I t would be a 

nonstandard one s i z e . I s i t always going t o be an 

unorthodox l o c a t i o n ? E x a c t l y what i s being asked and 

how -- what c r i t e r i a would be used t o process t h a t 

a d m i n i s t r a t i v e l y ? 

A. What we need t o show the commissioners 

today, Jim, as f a r as the ownership, do you f e e l 

l i k e maybe we're not prepared t o give them a t t h i s 

t ime ? 

MR. STOVALL: I t h i n k what we can do i s 

con t i n u e the case and then we can discuss i t o f f the 

re c o r d and f i g u r e out what you need t o do here t o 

get t h i s t o g e t h e r . I don't have a problem doing 

t h a t as f a r as t h a t a p p l i c a t i o n . Now, I t h i n k we 

can co n t i n u e t o look at the s p e c i f i c w e l l . What's 

your timeframe f o r d r i l l i n g t h i s p a r t i c u l a r w e l l ; do 

you know? 

A. T h i r t y days i s what we're t r y i n g t o shoot 

f o r . 

MR. STOVALL: You don't have any le a s e h o l d 

problems? This whole u n i t i s now held by 

p r o d u c t i o n ; i s i t not? 
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A. T h a t ' s c o r r e c t . 

MR. BRUCE: I t ' s h e l d by p r o d u c t i o n and t h i s 

s p e c i f i c 7-3 w e l l -- a c t u a l l y , i f you l o o k a t 

E x h i b i t 1, a l l o f s e c t i o n s 6 and 7 a r e t h e same 

f e d e r a l l e a s e and r e f e r r i n g back t o t h e u n i t 

agreement, has common o w n e r s h i p t h r o u g h o u t , w o r k i n g 

i n t e r e s t s , o v e r r i d e s , e t c e t e r a . 

MR. STOVALL: Yeah. I d o n ' t have a p a r t i c u l a r 

p r o b l e m w i t h -- L e t me go back t o t h i s q u e s t i o n . 

S i n c e we've g o t s i m u l t a n e o u s d e d i c a t i o n , you've 

a l r e a d y g o t a w e l l . What i s t h e 7-11 do i n g ? I t ' s 

o b v i o u s l y n o t a r e a l g r e a t w e l l i f i t ' s o n l y 

p r o d u c e d 5900 b a r r e l s . 

A. The 7-11 i t i s n o t -- t h a t w e l l i s s h u t i n , 

and i t ' s o n l y c a p a b l e of p r o b a b l y t h r e e o r f o u r 

b a r r e l s a day. 

MR. STOVALL: So i t r e a l l y d o e s n ' t make any 

d i f f e r e n c e as f a r as p r o r a t i o n u n i t a l l o w a b l e . 

A. Yes. 

MR. STOVALL: Are you p r e p a r e d t o g i v e any 

i n f o r m a t i o n , more s p e c i f i c , d e t a i l e d i n f o r m a t i o n as 

t o t h e d r i l l i n g t e c h n i q u e s used f o r t h e 7-3? How i t 

w i l l be d r i l l e d ? 

A. Yeah. I t w i l l be -- b a s i c a l l y we're 

l o o k i n g a t t h e same method as we d r i l l e d t h e 12-10 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



32 

1 w e l l , v e r y much u n l i k e t h e 11-14 w e l l w h i c h w i l l be 

2 foam d r i l l i n g -- a i r m i s t b a s i c a l l y -- w i t h a s t i f f 

3 foam, and, however, t h i s t i m e we w i l l p r o b a b l y s e t 

4 c a s i n g t h r o u g h t h e c u r v e i n s t e a d o f d r i l l i n g t h e 

5 c u r v e open h o l e w i t h an NWD assembly, and s e t t i n g an 

6 i n t e r m e d i a l l i n e r , o r s e t t i n g t h e f u l l p r o d u c t i o n 

7 l i n e r . 

8 However, i n t h i s case, we p r o b a b l y may 

9 d r i l l a 6 - a n d - a - h a 1 f - i n c h h o l e and s e t t i n g 4 - i n c h 

10 p r o d u c t i o n l i n e r u n s u b m i t t e d . I n t h i s case i t ' s a 

11 p o s s i b l i t y , however, b a s i c a l l y t h e same as t h e 12-10 

12 w e l l . 

13 MR. BRUCE: Would you d i s c u s s t h e r e s u l t s o f 

14 t h e 12-10 w e l l ? 

15 A. The 12-10 w e l l has made a p p r o x i m a t e l y 25 t o 

16 30,000 b a r r e l s t o d a t e . I t h i n k i t ' s been on 

17 p r o d u c t i o n f o r f o u r o r f i v e months, and has -- i s 

18 c u r r e n t l y p r o d u c i n g about a p p r o x i m a t e l y 230 b a r r e l s 

19 a day, and low gas, and we do n o t appear t o be 

20 s e e i n g much d e c l i n e i n t h a t h o l e . 

21 MR. STOVALL: D i d i t choke back? 

22 A. I r e a l l y do n o t know what t h e choke on i t 

23 i s , b u t i t i s choked back. I t h i n k t h a t i s t r u e . 

24 MR. STOVALL: I'm n o t g o i n g t o g e t any f u r t h e r 

25 i n t o t e c h n i c a l q u e s t i o n s on t h i s p a r t i c u l a r w e l l 
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u n l e s s t h e examiner has any f u r t h e r q u e s t i o n s . He's 

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

MR. STOGNER: You've o b v i o u s l y done t h e o t h e r 

two s u c c e s s f u l l y ; r i g h t ? 

A. We have from an e n g i n e e r i n g s t a n d p o i n t , 

however, t h e 11-14 i s n o t a g r e a t p r o d u c e r a t t h i s 

p o i n t . We f e e l now a f t e r t h e 12-10 t h a t we have t h e 

l e a r n i n g c u r v e t o move ahead. 

MR. STOGNER: And t h a t may or may n o t e n t e r 

i n t o t h e p i c t u r e on t h e amendment t o R-9330, b u t 

i t ' s s o m e t h i n g t o c o n s i d e r . I s t h a t a l l you have a t 

t h i s p o i n t , Mr. Bruce? 

MR. BRUCE: Yes, s i r . 

MR. STOGNER: At t h i s t i m e I want t o t a k e t h e 

case 10332 under a d v i s e m e n t , b u t I want t o l e a v e t h e 

r e c o r d open and c o n t i n u e case number 10331 t o a 

l a t e r d a t e . Should we j u s t go ahead and c o n t i n u e 

t h a t u n t i l t h e n e x t examiner h e a r i n g ? 

MR. BRUCE: L e t ' s c o n t i n u e i t . 

MR. STOVALL: You want t o go t o t h e n e x t f o u r 

weeks? I t ' s y o u r c h o i c e , Jim. 

MR. BRUCE: L e t ' s do i t two weeks. I mean, I 

can always c o n t i n u e i t a g a i n . 

MR. STOGNER: That w i l l be t h e J u l y 1 1 t h 

h e a r i n g . T h a t ' s r i g h t . You may want t o c o n s i d e r 
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b r i n g i n g somebody who can answer t h o s e l a n d - t y p e 

q u e s t i o n s e s p e c i a l l y a f t e r p r e s e n t i n g E x h i b i t 

Number 1, and I do want t o d e f i n i t e l y r e v i e w . Which 

one i s r i g h t , B o r 1? 

MR. BRUCE: W e ' l l v e r i f y t h a t . 

MR. STOVALL: And you check t h a t p r o r a t i o n 

u n i t q u e s t i o n f o r s e c t i o n 6 t o make s u r e you d o n ' t 

have a d o u b l e d e d i c a t i o n . 

MR. STOGNER: And i f E x h i b i t B i s t h e r i g h t 

u n i t . 

MR. STOVALL: No. They're s a y i n g t h a t 

E x h i b i t B i s i n c o r r e c t . 

MR. BRUCE: W e l l , we w i l l v e r i f y t h a t and do 

t h a t on t h e r e c o r d a t t h e n e x t h e a r i n g . 

MR. STOGNER: W e l l , i t may be t o o l a t e t h e n 

because you d i d n o t n o t i f y o f f s e t o p e r a t o r s . T hat 

i s t h e p r o p e r way when t h e r e a r e o f f s e t o p e r a t o r s , 

i f n o t t h e n --

MR. STOVALL: Do you want t o t a k e them b o t h 

under advisement? W i l l t h a t h e l p t o check t h a t ? 

That g i v e s you t h e a b i l i t y i f t h e r e i s an e r r o r . I 

t h i n k he's g o t a p o i n t . D i d you n o t i f y t h e o f f s e t s 

t o t h e Johnson? 

MR. BRUCE: No, we d i d n o t n o t i f y anyone. 

MR. STOVALL: Would i t be b e t t e r t o t a k e them 
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b o t h under advisement t o g i v e you t h a t o p t i o n r a t h e r 

t h a n t o f i n d t h a t i t was a d e f e c t i v e o r d e r and have 

t o r eopen and do t h e whole t h i n g ? 

MR. BRUCE: On t h e 7-3 w e l l , c o u l d we j u s t 

l e a v e t h e r e c o r d open, say, u n t i l n e x t Thursday? 

MR. STOVALL: And t h e n , p r o v i d e d t h a t E x h i b i t 

1 f r o m 10099 i s c o r r e c t as t o o w n e r s h i p , and t h a t 

t h e r e i s no o v e r l a p p i n g p r o r a t i o n u n i t s , i t can be 

t a k e n under advisement a t t h a t t i m e . 

MR. BRUCE: Yes. 

MR. STOVALL: Does i t make sense? 

MR. STOGNER: Yes. Case 10324 w i l l be t a k e n 

under a d v i s e m e n t . I'm s o r r y . I mean 10332 i s g o i n g 

t o be t a k e n under a d v i s e m e n t ; however, I'm g o i n g t o 

l e a v e t h e r e c o r d open u n t i l n e x t T h ursday, and 331 

w i l l be c o n t i n u e d t o J u l y 1 1 , 1991. And w i t h t h a t , 

t h a t w i l l be done w i t h t h e V e t e r a n s E x p l o r a t i o n a t 

t h i s p o i n t . 

MR. BRUCE: Okay. 

I do hereby cs-li*•' SS 

in 

, t^a miner 
Oil Conservation Division 
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STATE OF NEW MEXICO 
s s . 

COUNTY OF BERNALILLO 

REPORTER'S CERTIFICATE 

BE I T KNOWN t h a t t h e f o r e g o i n g t r a n s c r i p t o f 

t h e p r o c e e d i n g s were t a k e n by me, t h a t I was t h e n 

and t h e r e a C e r t i f i e d S h o r t h a n d R e p o r t e r and N o t a r y 

P u b l i c i n and f o r t h e County o f B e r n a l i l l o , S t a t e 

o f New Mexico, and by v i r t u e t h e r e o f , a u t h o r i z e d t o 

a d m i n i s t e r an o a t h ; t h a t t h e w i t n e s s b e f o r e 

t e s t i f y i n g was d u l y sworn t o t e s t i f y t o t h e 

whole t r u t h and n o t h i n g b u t t h e t r u t h ; t h a t t h e 

q u e s t i o n s propounded by c o u n s e l and t h e answers o f 

t h e w i t n e s s t h e r e t o were t a k e n down by me, and t h a t 

t h e f o r e g o i n g pages o f t y p e w r i t t e n m a t t e r c o n t a i n a 

t r u e and a c c u r a t e t r a n s c r i p t as r e q u e s t e d by c o u n s e l 

of t h e p r o c e e d i n g s and t e s t i m o n y had and adduced 

upon t h e t a k i n g o f s a i d d e p o s i t i o n , a l l t o t h e b e s t 

o f my s k i l l and a b i l i t y . 

nor employed by any o f t h e p a r t i e s h e r e t o , and have 

no i n t e r e s t i n t h e outcome h e r e o f . 

DATED a t B e r n a l i l l o , New Mexico, t h i s day 

J u l y 29 , 1991. \ , 

I FURTHER CERTIFY t h a t I am n o t r e l a t e d t o 

My commission e x p i r e s 
A p r i l 24, 1994 

LINDA BUMKENS 
CCR No. 3008 
N o t a r y P u b l i c 
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