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EXAMINER CATANACH: At t h i s t i m e w e ' l l 

c a l l Case 10478. 

MR. STOVALL: A p p l i c a t i o n o f M e r r i o n 

O i l & Gas C o r p o r a t i o n f o r p o o l c r e a t i o n and 

t e m p o r a r y s p e c i a l p o o l r u l e s , S a n d o v a l County, 

New M e x i c o . 

EXAMINER CATANACH: Are t h e r e 

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

MR. ROBERTS: Mr. Exami n e r , my name i s 

Tommy R o b e r t s . I'm w i t h t h e Tansey law f i r m i n 

F a r m i n g t o n , New Me x i c o . I'm a p p e a r i n g on b e h a l f 

o f t h e a p p l i c a n t , M e r r i o n O i l & Gas C o r p o r a t i o n , 

and I have two w i t n e s s e s t o be sworn. 

EXAMINER CATANACH: O t h e r a p p e a r a n c e s ? 

MR. KELLAHIN: Mr. Exami n e r , I'm Tom 

K e l l a h i n o f t h e Santa Fe law f i r m o f K e l l a h i n , 

K e l l a h i n & Aubrey a p p e a r i n g on b e h a l f o f Benson 

M o n t i n Greer D r i l l i n g C o r p o r a t i o n and I have one 

w i t n e s s . And we appear i n s u p p o r t o f t h e 

a p p 1 i c a n t . 

MR. PADILLA: Mr. Exami n e r , E r n e s t L. 

P a d i l l a , P a d i l l a & Snyder, Santa Fe f o r Seymour 

S. S m i t h . 

EXAMINER CATANACH: Seymour S. Smith? 

MR. PADILLA: S-e-y-m-o-u-r. Mr. S m i t h 

RODRIGUEZ-VESTAL REPORTING 
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i s a l e a s e owner i n S e c t i o n s 21 and 36 o f 19 

N o r t h , 3 West. 

MR. STOVALL: Does Mr. S m i t h have a 

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

you a r e h e r e a d v o c a t i n g ? 

MR. PADILLA: We're n o t a d v o c a t i n g 

n e c e s s a r i l y , n e i t h e r a r e we o p p o s i n g 

n e c e s s a r i l y . I n f a c t , Mr. S m i t h had v e r y l a t e 

n o t i c e due t o t h e Chicago f l o o d and was u n a b l e t o 

p r e p a r e f o r t h i s h e a r i n g , and I was h i r e d 

e s s e n t i a l l y on Tuesday o f t h i s week. 

EXAMINER CATANACH: You won't have any 

wi t n e s s e s ? 

MR. PADILLA: I have no w i t n e s s e s . 

EXAMINER CATANACH: Can I g e t t h e t h r e e 

w i t n e s s e s t o --

MR. McCORD: Mr. Examiner. 

EXAMINER CATANACH: Oh, I'm s o r r y . 

MR. McCORD: I'm K e v i n McCord f r o m 

F a r m i n g t o n , New M e x i c o . I'm h e r e r e p r e s e n t i n g 

R o b e r t L. B a y l e s s . I have a s h o r t s t a t e m e n t i n 

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

EXAMINER CATANACH: Any o t h e r 

a p p e a r a n c e s ? 

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

RODRIGUEZ-VESTAL REPORTING 
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sworn i n . 

[The w i t n e s s e s were d u l y s w o r n . ] 

MR. STOVALL: That was t h e f i r s t t i m e 

t h e C h i c a go f l o o d has e v e r a p p e a r e d b e f o r e t h e 

O i l C o n s e r v a t i o n Commission a c t u a l l y i n New 

Me x i c o . 

MR. ROBERTS: Mr. Examiner, i f I may, 

I ' l l c a l l Mr. Dunn. 

STEVEN S. DUNN 

H a v i n g been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. ROBERTS: 

Q. Would y o u , p l e a s e , s t a t e y o u r name and 

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

Mr. Dunn. 

A. I'm Stephen S. Dunn, and I l i v e i n 

F a r m i n g t o n , New M e x i c o . 

Q. And what i s y o u r o c c u p a t i o n ? 

A. I work f o r M e r r i o n O i l & Gas as a 

p e t r o l e u m e n g i n e e r . 

Q . Would y o u , p l e a s e , d e s c r i b e y o u r 

g e n e r a l j o b r e s p o n s i b i l i t i e s f o r M e r r i o n O i l & 

Gas Corp? 

A. My p r i m a r y r e s p o n s i b i l i t y i s g e n e r a l 
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s u p e r v i s i o n o f t h e p r o d u c t i o n o f o i l and gas 

w h i c h i n c l u d e s d r i l l i n g . 

Q. How l o n g have you been employed by Mr. 

Merr i o n ? 

A. S i x t e e n y e a r s . 

Q. Are you f a m i l i a r w i t h t h e a c t i v i t i e s o f 

M e r r i o n O i l & Gas i n t h e a r e a w h i c h i s t h e 

s u b j e c t o f t h i s a p p l i c a t i o n ? 

A. Yes, I am. 

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

i n t h i s case? 

A. Yes, I am. 

Q. Have you t e s t i f i e d on any p r i o r 

o c c a s i o n b e f o r e t h e New Mexico O i l C o n s e r v a t i o n 

D i v i s i o n ? 

A. Yes, I have. 

Q. I n what c a p a c i t y ? 

A. As a p e t r o l e u m e n g i n e e r . 

MR. ROBERTS: I w o u l d t e n d e r Mr. Dunn 

as an e x p e r t i n t h e f i e l d o f p e t r o l e u m 

e n g i n e e r i n g . 

EXAMINER CATANACH: Mr. Dunn i s so 

q u a l i f i e d . 

Q. (BY MR. ROBERTS) Mr. Dunn, w o u l d you 

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

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

1 5 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

10 

i n t h i s c a s e ? 

A. Merrion O i l & Gas a s k s the D i v i s i o n f o r 

the c r e a t i o n of a new pool, which we propose to 

c a l l Rock Mesa, f o r the p r o d u c t i o n of o i l from 

the f r a c t u r e d Mancos S h a l e Formation w i t h i n 

p o r t i o n s of Townships 18 and 19 North, Range 3 

West, Sandoval County, New Mexico, and a l s o the 

s e t t i n g of temporary s p e c i a l r u l e s t h a t would 

i n c l u d e p r o v i s i o n s f o r 640-acre o i l s p a c i n g 

d e s i g n a t e d w e l l l o c a t i o n s and s p e c i a l a l l o w a b l e s . 

Q. May I ask you to r e f e r to what's been 

marked as E x h i b i t No. 1 and ask you to i d e n t i f y 

i t ? 

A. E x h i b i t No. 1 a r e the temporary s p e c i a l 

r u l e s and r e g u l a t i o n s t h a t we propose f o r the 

Rock Mesa f r a c t u r e d Mancos S h a l e O i l Pool i n 

Sandoval County. 

Q. Would you summarize the major 

p r o v i s i o n s of the r u l e ? 

A. Rule No. 1 s e t s out the pool b o u n d a r i e s 

as an attachment, E x h i b i t A, and a l s o p r o v i d e s 

t h a t a creage w i t h i n one m i l e o f f s e t s s u r r o u n d i n g 

the proposed pool would be s u b j e c t to the s p e c i a l 

r u l e s . 

Q. Mr. Dunn, l e t me stop you t h e r e . With 
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r e s p e c t to Rule 1, i s i t not c o r r e c t t h a t the 

a r e a t h a t you now propose to be i n c l u d e d i n the 

proposed pool i s d i f f e r e n t than the a r e a t h a t was 

o r i g i n a l l y a p p l i e d f o r ? 

A. That i s c o r r e c t . We have reduced the 

a r e a s u b s t a n t i a l l y to approximate -- w e l l , i t ' s 

w i t h i n the two-township r e g i o n t h a t we o r i g i n a l l y 

a p p l i e d f o r . 

Q. R e f e r to Proposed Rule No. 2 and t e l l 

the Examiner what the elements of t h a t r u l e a r e . 

A. Rule No. 2 p r o v i d e s f o r a s t a n d a r d 

p r o r a t i o n u n i t of a 640-acre s i n g l e governmental 

s e c t i o n and a l s o p r o v i d e s f o r a second w e l l on a 

p r o r a t i o n u n i t i f the f i r s t w e l l cannot produce 

more than 50 b a r r e l s of o i l per day a f t e r 180 

days of p r o d u c t i o n . 

I n a d d i t i o n , Rule 2 p r o v i d 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 of nonstandard u n i t s . 

Q. Mr. Dunn, you mentioned the c r i t e r i a 

f o r the d r i l l i n g of the second w e l l and you 

i n d i c a t e d t h a t p a r t of t h a t c r i t e r i a was a w e l l , 

the f i r s t w e l l cannot d r i l l or cannot produce 

more than 50 b a r r e l s of o i l per day. 

I s t h e r e not a l s o an a d d i t i o n a l element 

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

RODRIGUEZ-VESTAL REPORTING 
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A. That i s c o r r e c t . Both o i l r a t e and gas 

r a t e a r e s p e c i f i e d i n the proposed r u l e , and the 

gas r a t e t h r e s h o l d i s 300 Mcf per day. I f a w e l l 

exceeds e i t h e r of those two c r i t e r i a , t h a t would 

negate the p e r m i s s i o n to d r i l l a second w e l l i n 

t h a t p r o r a t i o n u n i t . 

Q. Okay. L e t ' s move on to proposed r u l e 

3 . 

A. Rule No. 3 p r o v i d e s t h a t a w e l l may not 

be l o c a t e d c l o s e r than 990 f e e t to a u n i t 

boundary. I t a l s o p r o v i d e s f o r an a l l o w a b l e 

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

p r o v i d e s t h a t a second w e l l on the p r o r a t i o n u n i t 

cannot be i n the same q u a r t e r s e c t i o n . 

Q . Cont inue on. 

A. Rule No. 4 p r o v i d e s f o r a top u n i t 

a l l o w a b l e of 800 b a r r e l s of o i l per day w i t h a 

c o r r e s p o n d i n g 2,000 to 1 l i m i t i n g g a s - o i l r a t i o . 

I t a l s o p r o v i d e s f o r an a l l o w a b l e p e n a l t y formula 

f o r a nonstandard bottom-hole l o c a t i o n . 

Rule No. 5 p r o v i d e s f o r a r e q u i r e d 

bottom-hole p r e s s u r e t e s t to be run on any new 

w e l l w i t h i n 30 days of f i r s t p r o d u c t i o n and to be 

f i l e d w i t h the D i v i s i o n . 

Rule No. 6 e s t a b l i s h e s the v e r t i c a l 
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l i m i t s of the pool from 500 f e e t below the top of 

the P o i n t Lookout to the base of the Greenhorn 

Format i o n . 

And Rule No. 7, the f i n a l r u l e , 

i d e n t i f i e s t h e s e s p e c i a l r u l e s as temporary and 

proposes two y e a r s f o r the temporary p e r i o d . 

Q. Could you b r i e f l y and i n g e n e r a l terms 

t e l l the Examiner how and why t h e s e proposed 

s p e c i a l pool r u l e s were developed? 

A. The temporary r u l e s as s l i g h t l y 

m o d i f i e d a r e the work product or the r e s u l t of a 

committee, i n d u s t r y committee, t h a t was c a l l e d 

t o g e t h e r at the r e q u e s t of Frank Chavez, the OCD 

D i s t r i c t D i r e c t o r i n Az t e c i n , as I u n d e r s t a n d 

i t , 1988 . 

The members of t h a t committee comprised 

r e p r e s e n t a t i v e s from s e v e r a l o i l companies t h a t 

were e x t e n s i v e l y i n v o l v e d i n f r a c t u r e d Mancos 

s h a l e - o i l development back d u r i n g t h a t p e r i o d of 

time, namely Amoco, Mobil, Mesa Grande, Mallon, 

and Benson Montin Greer D r i l l i n g C o r p o r a t i o n . 

The purpose of the committee was to, as 

I u n d e r s t a n d i t , develop a g e n e r a l s p a c i n g 

requirement f o r the San Juan B a s i n e a s t s i d e 

f r a c t u r e d Mancos p r o d u c t i o n . 
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And we have re v i e w e d t h e s e r u l e s and 

f i n d them to be r e a s o n a b l e and t h e r e f o r e have 

proposed them here f o r a d o p t i o n f o r our proposed 

poo 1 . 

Q. And do you propose t h a t t h e s e r u l e s be 

i n c o r p o r a t e d i n an order t h a t ' s i s s u e d i n t h i s 

c a s e ? 

A . Yes, I do. 

Q. Now, t u r n your a t t e n t i o n to what's been 

marked as A p p l i c a n t ' s E x h i b i t No. 2. P l e a s e 

i d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t No. 2 i s i n t h r e e p a r t s . P a r t 

1 i s a l e a s e h o l d ownership p l a t d e p i c t i n g 

l e a s e h o l d ownership i n the r e g i o n of the pool i n 

Townships 19 North, 3 West and 18 North, 3 West, 

the n o r t h e r n two t i e r s of the s e c t i o n a r e shown 

i n 19 North. 

The pool boundary i s i d e n t i f i e d on the 

ownership p l a t i n a red marking, I guess you c a l l 

i t a C r o s s h a t c h . And the v a r i o u s l e a s e s w i t h i n 

the pool boundary and o f f s e t t i n g the pool 

boundary w i t h i n one m i l e a r e a l s o shown w i t h 

t h e i r l e a s e numbers. 

Q. Could you b r i e f l y d e s c r i b e the c o l o r 

coding on t h i s e x h i b i t , on t h i s p a r t 1? 
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A. Okay. The r e ' s a legend a t the bottom 

of the l e a s e h o l d ownership p l a t t h a t b a s i c a l l y 

s p l i t s up the l e a s e s i n t o the f o l l o w i n g 

c a t e g o r i e s . 

We have a c o l o r a t i o n , I c a l l i t b l a c k 

s t i p p l e p a t t e r n , t h a t i s the G r o s s e r l e a s e . And 

the r e a s o n t h a t p a r t i c u l a r one was s e t out 

s e p a r a t e l y i s t h a t Merrion O i l & Gas has e n t e r e d 

i n t o an agreement to purchase t h a t l e a s e . I t has 

not been f i n a l i z e d , so we f e l t i t a p p r o p r i a t e to 

show i t s e p a r a t e , a l t h o u g h i t w i l l soon be p a r t 

of the Merrion O i l c o n t r o l l e d a c r e a g e . 

We show i n y e l l o w the Merrion O i l 

l e a s e s . And when I r e f e r to "Merrion O i l , " I'm 

t a l k i n g about, t h a t ' s a g e n e r a l term we use f o r 

Merrion O i l & Gas C o r p o r a t i o n and i t s a f f i l i a t e s , 

which would i n c l u d e among o t h e r s J . Gregory 

Merrion p e r s o n a l l y . 

We show open ac r e a g e i n a r e d s t i p p l e 

p a t t e r n . That would be a c r e a g e not under l e a s e . 

We show Y a t e s ' l e a s e s i n a green s t i p p l e p a t t e r n , 

and a g a i n t h a t term " Y a t e s " s t a n d s f o r the Y a t e s 

companies and i t s a f f i l i a t e s . 

Q. And when you r e f e r to Y a t e s Companies 

and i t s a f f i l i a t e s , a r e you r e f e r r i n g to the 
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Y a t e s Companies i n s o u t h e a s t New Mexico? 

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

Q . Okay. 

A. The blue s t i p p l e p a t t e r n r e f e r s to the 

Jordan O i l l e a s e s . And the Jordan O i l l e a s e s a r e 

s u b j e c t to a f a r m - i n to Robert L. B a y l e s s and 

Benson Montin Greer D r i l l i n g C o r p o r a t i o n . And 

each of those -- the Y a t e s , the Merrion, and the 

Jordan a c r e a g e p o s i t i o n s w i t h i n t h a t a r e a a r e i n 

support of t h i s a p p l i c a t i o n . T h a t ' s the main 

re a s o n f o r i d e n t i f y i n g them s e p a r a t e l y . 

The remaining i n t e r e s t s i n the a r e a a r e 

i d e n t i f i e d w i t h a, I guess, a p u r p l e s t i p p l e 

p a t t e r n t h e r e . We d i d not break those out i n the 

legend. 

Q. You i n d i c a t e d t h a t the a c r e a g e t h a t ' s 

d e s i g n a t e d as the G r o s s e r l e a s e , the Jordan O i l 

l e a s e s , the Merrion O i l l e a s e s , and the Y a t e s 

l e a s e s a r e i n support of t h i s a p p l i c a t i o n . 

Do you know the p e r c e n t a g e of t h a t 

a c r e a g e c o n t r o l l e d by those e n t i t i e s t h a t a r e i n 

support of the a p p l i c a t i o n ? 

A. I f y o u ' l l r e f e r to E x h i b i t 2, p a r t 2, 

t h a t ' s r e a l l y the purpose of t h a t e x h i b i t , i s to 

g i v e the Examiner a f e e l f o r how much of the 
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a c r e a g e i s i n support of the Rock Mesa Pool 

c r e a t i o n . 

And i t appears to me to be around 80 

p e r c e n t . I d i d not add i t up. But the 

e x c e p t i o n s would be open ac r e a g e which i s n e i t h e r 

i n support or o t h e r w i s e and then the o t h e r s , 

which we have no knowledge of whether they 

support or o t h e r w i s e . But t h a t ' s about 22 

p e r c e n t . 

So i t would be about 78 p e r c e n t i s i n 

support of the proposed p o o l . 

Q. Mr. Dunn, i s t h i s any fee a c r e a g e 

c o n t a i n e d w i t h i n the b o u n d a r i e s of the proposed 

pool? 

A. Again, r e f e r r i n g to E x h i b i t 2, p a r t 3, 

the purpose of t h i s e x h i b i t i s to show the 

D i v i s i o n t h a t only f e d e r a l and s t a t e a c r e a g e a r e 

i n v o l v e d , and the bulk i s f e d e r a l a c r e a g e . 

The s t a t e a c r e a g e i s 640 a c r e s , namely 

S e c t i o n 16 of 19 North, 3 West. 

Q. Now, l e t ' s havs you r e f e r to what's 

been marked as A p p l i c a n t ' s E x h i b i t No. 3, and 

I ' l l ask you to i d e n t i f y the e x h i b i t . 

A. E x h i b i t No. 3 i s a g e n e r a l w e l l 

l o c a t i o n map t h a t shows the e n t i r e Townships 18 
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North, 19 North, Range 3 West, the a r e a of our 

o r i g i n a l a p p l i c a t i o n and what we a d v e r t i s e d f o r 

hear i n g . 

A l s o shown on t h i s e x h i b i t i s the 

proposed b o u n d a r i e s t h a t we a r e now s u p p o r t i n g 

and t h a t they ar e w i t h i n the a r e a f o r which we 

a d v e r t i s e d . 

The purpose of t h i s e x h i b i t or what i t 

shows i s t h a t t h e r e i s an a c c u m u l a t i o n of w e l l s 

i n the e a s t e r n p o r t i o n of our proposed pool 

a r e a . That p a r t i c u l a r a c c u m u l a t i o n of w e l l s i s 

the Media E n t r a d a F i e l d , which Merrion O i l & Gas 

o p e r a t e s . 

And the m a j o r i t y of those w e l l s were 

and a r e E n t r a d a p r o d u c e r s . And, as you can see, 

a l l but -- w e l l , I don't know i f i t ' s obvious, 

but t h e r e ' s only one r e m a i n i n g E n t r a d a producer 

out of t h a t whole c o n g l o m e r a t i o n . 

One of t h i n g s t h a t I wanted to show 

w i t h t h i s e x h i b i t i s t h a t t h e r e a r e a number of 

w e l l s i n the a r e a but o n l y f i v e , which a r e 

i n d i c a t e d by red dots, t h a t t e s t e d the Mancos on 

the f r i n g e s of our proposed pool a r e a . 

A l s o shown on t h i s e x h i b i t i s our 

proposed i n i t i a l t e s t w e l l i n the n o r t h e a s t 
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q u a r t e r of S e c t i o n 32 of 19 North, 3 West. And, 

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

a major r o l e i n our d e c i s i o n to d r i l l where we 

a r e p r o p o s i n g and w i l l be d i s c u s s e d i n f o l l o w - u p 

t e s t i m o n y by Doug E n d s l e y , our g e o l o g i s t . 

Q. What, i f a n y t h i n g , does the p r i o r w e l l 

h i s t o r y t e l l you w i t h r e s p e c t to the proposed 

640-acre s p a c i n g f o r the a r e a ? 

A. N e i t h e r c o n f i r m s i t nor d e n i e s i t . 

B a s i c a l l y the p r e v i o u s p r o d u c t i o n , those w e l l s 

were d r i l l e d i n the l a t e 60s. They show a 

s i g n i f i c a n t o i l show i n the a r e a out of the 

f r a c t u r e d Mancos. And we cannot conclude from 

t h a t i n f o r m a t i o n t h a t 640-acre s p a c i n g i s 

i n d i c a t e d , nor i s i t o t h e r w i s e reduced. 

Q. To what e x t e n t a r e the proposed 

h o r i z o n t a l b o u n d a r i e s of the pool based on 

g e o l o g i c f a c t o r s ? 

A. Geology p l a y s a r o l e i n the s e n s e t h a t 

we have an i d e a where we -- w e l l , we have an i d e a 

t h a t we'd l i k e to t e s t h e r e . We b e l i e v e t h a t 

t h e r e ' s a r e a s o n a b l e e x p e c t a t i o n of o i l i n 

f r a c t u r e s i n the Mancos. And the b a s i s f o r t h a t 

i s the f a u l t t r a c e t h a t i s shown on E x h i b i t 3; 

and t h e r e f o r e geology does p l a y a r o l e . 
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However, due to the l i m i t e d amount of 

data we have, we cannot say t h a t t h i s i s the o n l y 

a r e a t h a t we would r e a s o n a b l y expect o i l 

product i o n . 

Q. What ot h e r f a c t o r s , i f any, were 

c o n s i d e r e d i n e s t a b l i s h i n g the proposed 

h o r i z o n t a l b o u n d a r i e s of the pool? 

A. W e l l , I t h i n k i n g e n e r a l we were 

appr o x i m a t i n g our geology, our g e o l o g i c i d e a . 

And o r i g i n a l l y what we had proposed was to use 

the township boundary b a s i c a l l y because i t ' s to 

the south of the Rio Puerco a r e a and p r o v i d e s a 

c o n v e n i e n t b r e a k - o f f i n t h a t s e n s e . 

And a l s o , because of the l i m i t e d amount 

of d a t a , we j u s t don't know what p o r t i o n of t h i s 

two-township a r e a may e v e n t u a l l y be p r o d u c t i v e . 

But we f e e l t h a t we've shrunk i t down to an a r e a 

now t h a t w i l l a l l o w us to t e s t our i d e a . And so 

t h a t ' s r e a l l y the b a s i s f o r i t . 

Q. Are you c u r r e n t l y working to e s t a b l i s h 

a v o l u n t a r y u n i t f o r t h i s a r e a ? 

A. We a r e . We have f i l e d a p p l i c a t i o n w i t h 

the Bureau of Land Management to u n i t i z e the 

i d e n t i c a l boundary or bounded a r e a t h a t we 

propose f o r a p o o l . And the BLM has g i v e n us 
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f a v o r a b l e i n d i c a t i o n s . And t h a t a p p l i c a t i o n i s 

c u r r e n t l y i n the p r o c e s s , going through t h e i r 

p r o c e s s of a p p r o v a l . 

Q. Would you d e s c r i b e your i n i t i a l p l a n of 

o p e r a t i o n or development of t h i s a r e a ? 

A. What we would propose to do i s to d r i l l 

our i n i t i a l w e l l , as I s a i d , i n the n o r t h e a s t 

q u a r t e r of S e c t i o n 32. And we p l a n to do t h a t 

w i t h i n s i x months f o l l o w i n g a p p r o v a l of our u n i t 

at a minimum. We've a c t u a l l y t a r g e t e d to t r y to 

d r i l l a w e l l sometime i n September of t h i s y e a r . 

And, of c o u r s e , we won't do a n y t h i n g u n t i l the 

u n i t i s approved. 

And f o l l o w i n g the d r i l l i n g and 

com p l e t i o n of t h a t w e l l , assuming we get 

f a v o r a b l e r e s u l t s , w e ' l l p i c k a second w e l l based 

on the r e s u l t s of the f i r s t where we would d r i l l 

i t . 

And a g a i n we w i l l c o n t i n u e to d r i l l on 

a minimum of six-month i n t e r v a l s . That i s a 

requirement of the BLM e x p l o r a t o r y u n i t 

agreement. So we would use t h a t as our minimum. 

I f we would get encouragement, we would 

a c c e l e r a t e t h a t s c h e d u l e . 

Q. L e t me ask you now to r e f e r to what's 
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been marked as A p p l i c a n t ' s E x h i b i t No. 4 and ask 

you to i d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t No. 4 i s a s p a c i n g economic 

e x h i b i t to support our temporary 640-acre o i l 

s p a c i n g . And i t ' s a f a i r l y busy e x h i b i t , but I 

thought I would go down through and t e l l you what 

I' v e done on t h i s t h i n g . 

I ' v e compared t h r e e w e l l s p a c i n g s , 

160-acre, 320-acre, and 640-acre s p a c i n g . I ' v e 

chosen — 

Q. L e t me ask you t h e r e , why d i d you 

s e l e c t those p a r t i c u l a r s p a c i n g s s c e n a r i o s ? 

A. W e l l , i t r e p r e s e n t s k i n d of a range of 

r o u t i n e l y d r i l l e d s p a c i n g s i n the a r e a . So t h a t 

was the main r e a s o n , was to t r y to g i v e a view of 

what the p o s s i b i l i t i e s a r e as f a r as economics 

go . 

Q. Why d i d you not run t h i s s c e n a r i o under 

a 4 0 - a c r e s p a c i n g ? 

A. I c o u l d have, but because the 160-acre 

s p a c i n g i s so uneconomic, t h e r e ' s no need to. I t 

does not change the c o n c l u s i o n . 

Q. Why don't you c o n t i n u e on and d i s c u s s 

the parameters used i n your a n a l y s i s . 

A. Okay. O i l r e s e r v e s per w e l l , I used an 
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average expected r e c o v e r y of 125 b a r r e l s per 

a c r e . And t h i s number was based upon data t h a t I 

r e c e i v e d from Al Greer, who I c o n s i d e r an e x p e r t 

i n f r a c t u r e d Mancos o i l r e s e r v o i r s . 

And i t r e p r e s e n t s 5 p e r c e n t of the 

r e c o v e r y on average through s o l u t i o n gas d r i v e of 

the o i l i n p l a c e . And the o i l i n p l a c e w i l l 

range f a i r l y w i d e l y from 1,500 to 3,000 b a r r e l s 

per a c r e . And I c o n s i d e r the 5 p e r c e n t r e c o v e r y 

through s o l u t i o n gas d r i v e to be v e r y r e a s o n a b l e 

based on my e x p e r i e n c e i n the San Juan B a s i n . 

I c a l c u l a t e d a r e s e r v e d e d u c t i o n of 1/8 

r o y a l t y , which I c o n s i d e r a g a i n to be v e r y 

c o n s e r v a t i v e because I made no d e d u c t i o n s f o r 

o v e r r i d e s , which i s p r e t t y u n u s u a l , and I i n 

p a r t i c u l a r made no p r o v i s i o n s f o r d e d u c t i n g any 

c o s t s due to l e a s e a c q u i s i t i o n . 

I c a l c u l a t e d the income based on a 

c u r r e n t o i l p r i c e of $19 per b a r r e l . And I 

e s t i m a t e d a w e l l l i f e . The purpose of e s t i m a t i n g 

the w e l l l i f e i s i n order to c a l c u l a t e an 

o p e r a t i n g c o s t to apply to the economics and a l s o 

to p r o v i d e a b a s i s f o r d i s c o u n t i n g to b r i n g i t 

back to p r e s e n t v a l u e . 

Q. What u n d e r l y i n g assumptions do you make 
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w i t h r e s p e c t to t h i s parameter r e g a r d i n g 

e s t i m a t e d w e l l l i f e ? I assume t h e r e a r e some 

assumptions t h a t you've made. 

A. W e l l , t h e r e ' s two b a s i c assumptions 

t h a t a r e c r i t i c a l : One i s you've got to assume 

an i n i t i a l o i l r a t e . And, as you can see a t the 

bottom of the e x h i b i t , I used 100 b a r r e l s of o i l 

per day per w e l l f o r each of the s c e n a r i o s . 

And p r o bably more c r i t i c a l l y i s what i s 

i n d i c a t e d under Note 3 t h a t the e s t i m a t e d w e l l 

l i f e assumes t h a t a l l w e l l s i n the proposed pool 

a r e d r i l l e d and completed s i m u l t a n e o u s l y . And 

the r e a s o n you make t h a t assumption i s t h a t you 

need to ensure t h a t no one w e l l i s d r a i n i n g an 

a r e a l a r g e r than the proposed s p a c i n g or the 

assumed s p a c i n g . 

Again I went on and c a l c u l a t e d s t a t e 

t a x e s at 8 p e r c e n t , which i s c o n s e r v a t i v e a g a i n . 

They're a l i t t l e more than 8 p e r c e n t . I rounded 

i t o f f f o r ease of c a l c u l a t i o n . O p e r a t i n g c o s t s 

I assumed at $1200 per month per w e l l , which 

a g a i n I f e e l , based on our e x p e r i e n c e i n t h i s 

a r e a , i s p r o b a l y a l o w - s i d e number but 

r e a l i s t i c . 

I threw i n a p lug and abandonment c o s t 
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per w e l l of $20,000, which i s based on 

e x p e r i e n c e , and then c a l c u l a t e d an u n r i s k - n e t 

revenue d o l l a r f o r each of the w e l l s p a c i n g s and 

d i s c o u n t e d t h a t u n r i s k - n e t revenue a t 10 p e r c e n t , 

which I f e l t the 10 p e r c e n t number was r e l a t i v e l y 

r e f l e c t i v e of what you might be a b l e to o b t a i n i n 

a l t e r n a t i v e i n v e s t m e n t . 

I then r i s k a d j u s t e d the net revenue, 

d i s c o u n t e d , u s i n g a 75 p e r c e n t s u c c e s s f a c t o r . 

What t h a t means i s t h a t i f you d r i l l four w e l l s , 

one of them would be a dry h o l e . And I t h i n k 

t h a t ' s p r obably a r e a s o n a b l e assumption 

c o n s i d e r i n g we don't have much data and i t ' s 

probably o p t i m i s t i c . 

Then e s t i m a t e d d r i l l i n g and l e a s e 

equipment c o s t s f o r average depth w e l l of 3700 

f e e t a t $75 a f o o t . And a g a i n t h a t ' s a 

c o n s e r v a t i v e number based on the way t h a t I 

t y p i c a l l y would d r i l l a w e l l . I t does i n c l u d e 

some f l u f f i n t h e r e to account f o r the f a c t we 

would be u s i n g some s o r t of non-damaging 

c i r c u l a t i n g f l u i d , l i k e a i r mist d r i l l i n g . 

And i t does not take i n t o account i f we 

needed to put a l a r g e s t i m u l a t i o n , a l a r g e f r a c 

job on the w e l l . That i n and of i t i t s e l f c o u l d 
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run upward of $100-, $150,000, and I d i d not 

account f o r t h a t . 

E v e n t u a l l y I came down and c a l c u l a t e d a 

p r o f i t f o r each w e l l b e f o r e f e d e r a l income t a x e s 

and then c a l c u l a t e d the d i s c o u n t e d r e t u r n on 

i n v e s t m e n t . And f o r the 160-acre c a s e , I found 

t h a t we would a c t u a l l y l o s e money on our 

investment and t h e r e f o r e concluded t h a t ' s an 

u n s a t i s f a c t o r y o p t i o n . 

And on the 320-acre s p a c i n g t h a t we 

would r e t u r n a 26 p e r c e n t d i s c o u n t e d r e t u r n on 

the i n v e s t m e n t . And t h a t by o i l f i e l d s t a n d a r d s 

i s f a i r l y m a r g i n a l . And f i n a l l y on 640-acre 

s p a c i n g t h a t we would r e c e i v e a s a t i s f a c t o r y 

r e t u r n of 138 p e r c e n t on our i n v e s t m e n t . 

My c o n c l u s i o n from t h i s e x h i b i t and 

what I'm t r y i n g to demonstrate here i s t h a t i n 

order to encourage an o p e r a t o r to get out t h e r e 

and t a k e t h a t r i s k and d r i l l t h a t f i r s t w e l l , we 

need to see s p a c i n g on the 640-acre range 

i n i t i a l l y to get us to d r i l l t h a t f i r s t w e l l . 

And then based upon the d a t a we would develop 

from t h e r e , the economics c o u l d be r e f i n e d . 

But we b e l i e v e at t h i s p o i n t 640-acre 

i s what's n e c e s s a r y f o r us to j u s t i f y 
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e c o n o m i c a l l y d r i l l i n g i n the a i r . 

Q. I t i s not your purpose or the 

p r e s e n t a t i o n of the i n f o r m a t i o n on t h i s e x h i b i t 

to a d d r e s s the i s s u e of the maximum or optimum 

a r e a of d r a i n a g e , i s i t ? 

A. No, we do not know what t h a t i s , and we 

won't know u n t i l we get i n t h e r e and s t a r t 

d i g g i n g h o l e s i n the ground. 

Q. R e f e r to what's been marked as E x h i b i t 

No. 5 and i d e n t i f y t h a t e x h i b i t . E x p l a i n i t s 

s i g n i f i c a n c e to t h i s a p p l i c a t i o n . 

A. Okay. E x h i b i t No. 5 i s i n two p a r t s , 

and each p a r t i s m u l t i - p a g e . P a r t 1 i s an 

a l p h a b e t i c a l l i s t i n g of those e n t i t i e s t h a t we 

attempted to n o t i f y c o n c e r n i n g the h e a r i n g here 

today. 

On t h a t n o t i f i c a t i o n l i s t i s the name 

and a d d r e s s of each e n t i t y , the l e a s e number t h a t 

t h e y ' r e i n v o l v e d w i t h or t h a t they c o n t r o l , and 

then a l s o -- r a t h e r a r e c e i p t was r e t u r n e d on the 

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

P a r t 2 a g a i n i s a m ulti-page e x h i b i t 

t h a t i s a r r a n g e d a l p h a b e t i c a l l y to c o r r e s p o n d 

w i t h p a r t 1 of the r e t u r n r e c e i p t s t h a t Merrion 

O i l & Gas r e c e i v e d back from our m a i l i n g . 
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Q. Mr. Dunn, l e t me have you r e f e r back to 

E x h i b i t No. 2 and, i f you would, i d e n t i f y the 

geographic a r e a s t h a t were the focus of your 

n o t i f i c a t i o n e f f o r t s . 

A. E x h i b i t No. 2 does not cover the e n t i r e 

a r e a . Our n o t i f i c a t i o n e f f o r t s covered a l l of 18 

North, a l l of 19 North, Range 3 West, and then 

the one-mile o f f s e t s around those two townships. 

Q. Now, d i d you conduct a good f a i t h 

e f f o r t to f i n d the c o r r e c t a d d r e s s of a l l the 

p a r t i e s e n t i t l e d to r e c e i v e n o t i c e ? 

A. Yes, we d i d . 

Q. And has n o t i c e been g i v e n a t the 

c o r r e c t a d d r e s s e s pursuant to t h a t e f f o r t ? 

A. Yes. 

Q. And i n your o p i n i o n have the n o t i c e 

r u l e s of the Rule 1207 of the OCD's R u l e s and 

R e g u l a t i o n s been complied w i t h ? 

A. Yes, they have. 

Q. I want you to r e f e r once a g a i n to 

what's been marked as A p p l i c a n t ' s E x h i b i t No. 1, 

which a r e the Proposed Temporary S p e c i a l R u l e s 

and R e g u l a t i o n s f o r the Rock Mesa Mancos S h a l e 

O i l P o o l . 

Rule 7 e s t a b l i s h e s the temporary n a t u r e 
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of the proposed r u l e s . What i s the b a s i s f o r the 

r e q u e s t t h a t t h e s e r u l e s and r e g u l a t i o n s be 

temporary i n n a t u r e and s p e c i f i c a l l y f o r a 

two-year p e r i o d of time? 

A. W e l l , we r e a l i z e t h a t a t t h i s p o i n t i n 

time t h e r e ' s v e r y l i t t l e i n f o r m a t i o n a v a i l a b l e to 

t e l l us what the a p p r o p r i a t e s p a c i n g s h o u l d be, 

and we f e e l i t i s w i s e due to the s p a r s e n a t u r e 

of data to space on a l a r g e enough s p a c i n g to 

encourage development, d r i l l i n g , and a c q u i r i n g 

a d d i t i o n a l d a ta t h a t c o u l d then be used to 

determine a p p r o p r i a t e s p a c i n g . 

And t h e r e f o r e we've proposed two y e a r s 

as t h a t p e r i o d of time t h a t then p r o t e c t s the 

D i v i s i o n i n the s e n s e t h a t i f i t appears t h a t 640 

a c r e s a r e too l a r g e t h a t we c o u l d go the o t h e r 

d i r e c t i o n and we c o u l d go to s m a l l e r s p a c i n g . 

However, we f e e l i t ' s not j u s t i f i e d 

i n i t i a l l y e c o n o m i c a l l y to do t h a t , nor i s i t 

p o s s i b l e to go from s m a l l e r s p a c i n g to l a r g e r 

s p a c i n g l a t e r on. So t h a t ' s why we propose to 

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

Q. I n your o p i n i o n would the g r a n t i n g of 

t h i s a p p l i c a t i o n r e s u l t i n 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 , and i f your answer i s y e s , 
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how would t h a t happen? 

A. My answer i s y e s . And c o r r e l a t i v e 

r i g h t s would be p r o t e c t e d s i n c e a l l s p a c i n g u n i t s 

w i t h i n t h a t a r e a would be u n i f o r m l y spaced and 

r e g u l a t e d i n accordance w i t h t h e s e r u l e s . I t 

would be u n i f o r m l y a p p l i e d ; t h e r e f o r e , each 

i n t e r e s t owner's r i g h t s a r e p r o t e c t e d . 

Q. And i n your o p i n i o n would the g r a n t i n g 

of t h i s a p p l i c a t i o n r e s u l t i n the p r e v e n t i o n of 

wast e ? 

A. Yes, I do. I t h i n k i t would, number 

one, would p r e v e n t economic waste i n t h a t i f we 

as o p e r a t o r s cannot see the economics, we're not 

going to go out t h e r e and t e s t the a r e a . I t 

a l s o -- I sh o u l d r e s t a t e t h a t . Not economic 

was t e . 

I t c o u l d p r e v e n t waste i n the sen s e 

t h a t i f we don't go out t h e r e and t e s t t h a t a r e a , 

we may not develop the r e s e r v e s . And s e c o n d l y , 

when we do t e s t the a r e a , i t c o u l d p r e v e n t the 

d r i l l i n g of u n n e c e s s a r y w e l l s which would be the 

economic waste t h a t i s so v i t a l to us as 

o p e r a t o r s . 

Q. Were E x h i b i t s 1 through 5 e i t h e r 

p r e p a r e d by you or a t your d i r e c t i o n and under 
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your s u p e r v i s i o n ? 

A. They were. 

MR. ROBERTS: I move the a d m i s s i o n of 

A p p l i c a n t ' s E x h i b i t s 1 through 5. 

EXAMINER CATANACH: E x h i b i t s 1 through 

5 w i l l be admitted as e v i d e n c e . 

MR. ROBERTS: I have no other q u e s t i o n s 

of t h i s w i t n e s s on d i r e c t . 

EXAMINER CATANACH: Mr. K e l l a h i n , any 

quest i o n s ? 

MR. KELLAHIN: No q u e s t i o n s . Thank 

you . 

EXAMINER CATANACH: Mr. P a d i l l a ? 

MR. PADILLA: I have a few, Mr. 

Examiner. 

EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Dunn, I would d i r e c t your a t t e n t i o n 

to your E x h i b i t No. 3. 

MR. STOVALL: Which one i s t h a t , Mr. 

P a d i l l a ? 

MR. PADILLA: I t ' s the one showing the 

f a u l t 1 i n e . 

MR. STOVALL: Okay. 

Q. (BY MR. PADILLA) Mr. Dunn, do you have 
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any i n f o r m a t i o n on the Mancos w e l l s t h a t a r e 

shown on t h i s e x h i b i t as f a r as g r a d i e n t i s 

concerned? Did you get my q u e s t i o n ? 

A. Yes, I d i d . I would say t h a t we have 

i n f o r m a t i o n as r e g a r d s the amount of o i l t h a t the 

w e l l s have produced. As f a r as the a r e a t h a t 

they have d r a i n e d , we do not have any i n f o r m a t i o n 

on t h a t . 

Q. Are t h e s e w e l l s c u r r e n t l y producing 

o i l ? 

A. They a r e a l l plugged and abandoned. 

Q. Did you f i n d any i n f o r m a t i o n a t a l l , 

whether t h e r e was any type of communication 

between, say, the F l i n t No. 1 and the Medio No. 1 

w e l l s shown on the e a s t s i d e or the two 

easternmost w e l l s ? 

A. We have no i n f o r m a t i o n i n t h a t r e g a r d . 

L e t me make one c o r r e c t i o n , , There i s a w e l l on 

E x h i b i t 3 shown i n green, which i s c a l l e d the 

Bowling F e d e r a l 5-22. That i s a water d i s p o s a l 

w e l l used by the E n t r a d a U n i t . And i t i s a -- i t 

i s d i s p o s i n g of water i n t o the Mancos I n t e r v a l . 

Q. But you're e s s e n t i a l l y s a y i n g t h a t you 

have no i n f o r m a t i o n at a l l to say whether t h e r e ' s 

any communication between any of those Mancos 
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we 1 I s ? 

A. T h a t ' s c o r r e c t . I have no i n f o r m a t i o n 

w i t h r e s p e c t to communication. 

Q. How long d i d t h e s e w e l l s produce? 

A. I n rough terms they were d r i l l e d i n --

I t h i n k the m a j o r i t y of them were d r i l l e d i n 69, 

somewhere i n t h a t range. And some of them 

e s s e n t i a l l y produced f o r a couple of months. 

The noted e x c e p t i o n would be the 

F e d e r a l Media 7, which i s in the southwest of the 

n o r t h e a s t q u a r t e r of S e c t i o n 22, which produced a 

l i t t l e over 20,000 b a r r e l s of o i l from a n a t u r a l 

c o m p l e t i o n b e f o r e i t c e a s e d p r o d u c t i o n and 

e v e n t u a l l y was plugged. 

Q. Do you have any i n f o r m a t i o n a t a l l , 

e i t h e r core data or any of t h a t k i n d of 

i n f o r m a t i o n as to whether — as to how t i g h t the 

fo r m a t i o n i s ? 

A. I do not. I know t h a t t h e r e were some 

s i d e - w a l l c o r e s taken, but I don't have t h a t 

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

Q. Do you have any i n f o r m a t i o n whether 

t h e r e ' s any n a t u r a l f r a c t u r i n g i n t h i s a r e a ? 

A. I have an o p i n i o n . My o p i n i o n i s t h a t 

F e d e r a l Media 7 probably being a n a t u r a l 
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c o m p l e t i o n would not have produced t h a t much o i l 

absent f r a c t u r i n g . The w e l l l o g q u a l i t y i s 

ex t r e m e l y poor. 

But t h a t i s merely a q u a l i t a t i v e k i n d 

of a n a l y s i s . I have no hard data to s u b s t a n t i a t e 

t h a t . 

Q. Mr. Dunn, what k i n d of d r i l l i n g 

a c t i v i t y -- or l e t me ask t h i s a d i f f e r e n t way. 

How much f u r t h e r d r i l l i n g would you have to have 

out t h e r e b e f o r e you c o u l d determine whether 

640-acre or 160- or 320-acire s p a c i n g would be 

appropr i a t e ? 

A. W e l l , I don't know i f I can answer t h a t 

q u e s t i o n d i r e c t l y . I would say t h a t i n the 

two-year temporary p e r i o d , we would attempt to 

d e f i n e j u s t t h a t i s s u e and to be a b l e to come 

back to the D i v i s i o n at the end of t h a t p e r i o d 

and p r o v i d e i n f o r m a t i o n t h a t i f we want to 

c o n t i n u e w i t h 640s would j u s t i f y t h a t . 

Q. Why d i d you choose your proposed 

l o c a t i o n to d r i l l f i r s t ? 

A. W e l l , the primary r e a s o n i s to t e s t our 

theo r y t h a t the f a u l t l o c a t e d on t h a t s i d e of the 

bl o c k of acreage c o u l d have c r e a t e d s u b s t a n t i a l 

f r a c t u r e i n t h a t a r e a . 
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Q. Where would your second o b j e c t i v e be, 

or do you have t h a t y e t ? 

A. W e l l , i t would be determined based on 

the r e s u l t s of t h a t f i r s t w e l l . I f we d r i l l e d i n 

and found a f u l l y w e l l developed f r a c t u r e system 

along t h a t f a u l t , I would recommend t h a t we 

c o n t i n u e to extend along t h a t f a u l t t r a c e . 

Q. Assuming t h a t you o b t a i n f a v o r a b l e 

i n f o r m a t i o n from t h i s proposed l o c a t i o n i n 

S e c t i o n 32, where would you recommend t h a t a 

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

A. W e l l , t h e r e ' s s e v e r a l p o s s i b l e ways to 

go. You c o u l d go n o r t h i n t o 29. You c o u l d go 

i n t o S e c t i o n 20, 21. You c o u l d choose to go 

south i n t o S e c t i o n 5 of 18 North, 3 West. 

I n g e n e r a l I ' d say i n a n o r t h - s o u t h 

d i r e c t i o n would be my offh a n d f e e l i n g . 

Q. Mr. Dunn, would you propose to do some 

k i n d of i n t e r f e r e n c e t e s t i n g between the w e l l s 

i f , say, assuming the f i r s t w e l l i s a s u c c e s s f u l 

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

you have p l a n s to do i n t e r f e r e n c e t e s t i n g to 

determine what a c t u a l d r a i n a g e i s ? 

A. We l l , we don't have f i r m p l a n s a t t h i s 

p o i n t , but I c e r t a i n l y would t h i n k i t would be 
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r e a s o n a b l e to do some i n t e r f e r e n c e t e s t i n g to 

h e l p us e v a l u a t e the n a t u r e of the r e s e r v o i r and 

the expected communication a c r o s s the 6 4 0 - s p a c i n g 

a r e a s . 

Q. Your E x h i b i t No. 2, P a r t 3 shows t h a t 

you have 94 p e r c e n t , 94.11 p e r c e n t of f e d e r a l 

a c r e a g e . Have you had any meetings w i t h the 

Bureau of Land Management r e g a r d i n g the p r o p o s a l 

here today? 

A. We have proposed — y e s , we have. We 

have proposed an e x p l o r a t o r y u n i t to c o i n c i d e 

w i t h t h i s pool a r e a . I t ' s the same b o u n d a r i e s . 

Q. But you're p r o p o s i n g to the BLM a 

f e d e r a l e x p l o r a t o r y u n i t . Have you a l s o proposed 

to the BLM the 640-acre s p a c i n g ? 

A. No, not per s e . I f the u n i t i s 

approved, at t h a t p o i n t the s p a c i n g due to the 

p o o l i n g of i n t e r e s t s w i t h i n t h a t u n i t would not 

be an i s s u e to them. 

Q. I n terms of f u t u r e development, i t 

would be an i s s u e , wouldn't you say so? 

A. I t would be an i s s u e i n the s e n s e t h a t 

they would want us to f u l l y develop t h a t u n i t . 

As long as we can show them we're f u l l y 

d e v e l o p i n g t h a t u n i t w i t h even one w e l l , I t h i n k 
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they would be s a t i s f i e d . 

Q. Now, you s t a t e d w i t h r e s p e c t to E x h i b i t 

No. 4, t h a t ' s your economic e x h i b i t , t h a t t h a t 

was not d e s i g n e d a t a l l to r e f l e c t any type of 

o p i n i o n on d r a i n a g e or any of t h a t s o r t of t h i n g ; 

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

A. W e l l , i t does r e f l e c t -- i t does not 

r e f l e c t an o p i n i o n as to what we might d r a i n i n 

t h i s a r e a . I t i s by i t s c r e a t i o n , i t does assume 

a d r a i n a g e f o r each c a s e . But no, i t ' s not 

i n t e n d e d to r e f l e c t t h a t we w i l l d r a i n 160, 320, 

or 640 i n our proposed pool a r e a . 

Q. The c r u x of your c a s e i s r e a l l y based 

on E x h i b i t No. 4; i s n ' t t h a t t r u e ? 

A. I'm not s u r e I u n d e r s t a n d what you're 

a s k i n g . 

Q. W e l l , you're s a y i n g t h a t , as I 

u n d e r s t a n d , t h a t 640-acre s p a c i n g i s optimum not 

because of d r a i n a g e but because of economics; i s 

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

A. What I'm s a y i n g , I hope I'm s a y i n g t h i s 

w i t h E x h i b i t No. 4, i s t h a t we b e l i e v e based on 

what we know at t h i s p o i n t t h a t 640-acre s p a c i n g 

makes sen s e to us e c o n o m i c a l l y to j u s t i f y going 

out t h e r e and s t a r t i n g the i n i t i a l d r i l l i n g . 
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Q. Do you have a number of l e a s e s out 

t h e r e , Mr. Dunn, t h a t have e x p i r a t i o n d a t e s 

w i t h i n the next two y e a r s ? 

A. I cannot answer t h a t . I don't know. 

Q. L e t me ask you ---

A. I ' v e got b e f o r e me a l i s t i n g of u n i t 

a c r e a g e t h a t I cannot c o n f i r m the a c c u r a c y of i t , 

but i t does show a range of e x p i r a t i o n d a t e s from 

93, mid-93, up to 1998. 

Q. The u n i t agreement would h o l d those 

l e a s e s i f i t ' s approved by the Bureau of Land 

Management ? 

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

d i l i g e n t development under the terms of the u n i t . 

Q. And i t doesn't make any d i f f e r e n c e 

whether s p a c i n g i s 40 a c r e s or 640 a c r e s ? 

A. I t h i n k t h a t ' s f a i r . 

Q. L e t me ask you about the Rule No. 2 on 

E x h i b i t No. 1. As I u n d e r s t a n d i t , a second w e l l 

can be d r i l l e d i n the p r o r a t i o n u n i t i f a w e l l 

produces l e s s than 50 b a r r e l s of o i l per day and 

l e s s than 300 Mcf per day. I mean, i t ' s got to 

be dual t e s t s ; i s t h a t c o r r e c t ? 

A. T h a t ' s the way I un d e r s t a n d i t , and 

t h a t ' s a f t e r 180 days of p r i o r p r o d u c t i o n . And I 
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assume -- I was not i n v o l v e d i n the committee 

t h a t developed t h e s e r u l e s , but I assume Al Greer 

c o u l d speak to t h a t when he t e s t i f i e s . I t h i n k 

i t ' s r e a s o n a b l e . 

Q. Under what c i r c u m s t a n c e s can a person 

ask f o r a nonstandard p r o r a t i o n u n i t o u t s i d e of 

t h i s r u l e ? I n other words, suppose somebody 

wanted to ask f o r an e x c e p t i o n to s t a n d a r d 

p r o r a t i o n r u l e s , i s i t your c o n t e m p l a t i o n t h a t an 

a p p l i c a t i o n would be made to the O i l C o n s e r v a t i o n 

D i v i s i o n and ask f o r reduced s p a c i n g on the b a s i s 

of geology or some o t h e r c r i t e r i a ? 

A. I'm not s u r e I understood t h a t . 

Q. Assuming t h e s e r u l e s were adopted by 

the O i l C o n s e r v a t i o n D i v i s i o n and assuming t h a t 

640-acre s p a c i n g would be adopted, how would an 

o p e r a t o r ask f o r an e x c e p t i o n to those 640-acre 

s p a c i n g r u l e s ? 

And l e t me g i v e you an example. L e t ' s 

j u s t say someone wanted to ask f o r 160-acre 

s p a c i n g ; how would t h a t be done? 

A. The r e ' s no p r o v i s i o n f o r t h a t i n he r e . 

T h a t ' s , I t h i n k , covered by the temporary n a t u r e 

of the r u l e s to a l l o w time to develop t h i s on a 

l a r g e r s p a c i n g to ensure t h a t t h a t k i n d of t h i n g 
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doesn't happen i n the i n t e r i m and c r e a t e 

c o m p e t i t i v e p r e s s u r e to d r i l l i t on 160s b e f o r e 

we've had time to determine what might be an 

optimum s p a c i n g . 

Q. W e l l , suppose you only d r i l l the f i r s t 

w e l l and maybe a second w e l l and somebody e l s e 

wants to d r i l l a w e l l out t h e r e and develop t h e i r 

own a c r e a g e . These r u l e s s h o u l d n ' t p r e v e n t 

someone from d r i l l i n g t h e i r own l e a s e s ; i s n ' t 

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

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

MR. STOVALL: L e t me jump i n here and 

say w i t h r e s p e c t to a nonstandard p r o r a t i o n u n i t , 

the D i v i s i o n has an e s t a b l i s h e d p r a c t i c e f o r 

t h a t . And I w i l l e x p r e s s my o p i n i o n , as the 

D i v i s i o n c o u n s e l , t h a t such an a p p l i c a t i o n would 

be handled i n the same way as any o t h er 

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

These r u l e s a r e n ' t unique i n t h a t 

r e g a r d . The a p p l i c a n t can come i n and j u s t i f y 

t h e i r nonstandard p r o r a t i o n u n i t j u s t as they 

would i n any o t h er p o o l s . 

Does t h a t answer your q u e s t i o n ? Your 

q u e s t i o n i s as to the p r o c e d u r e ? 

MR. PADILLA: I guess t h a t answers my 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

41 

quest i o n . 

Q. (BY MR. PADILLA) I guess the q u e s t i o n 

I d i d want to know i s someone, a l e a s e owner out 

t h e r e who d i d not e n t e r i n t o the u n i t agreement 

t h a t you're p r o p o s i n g , c o u l d d r i l l h i s own w e l l s 

out t h e r e i r r e s p e c t i v e of the u n i t agreement; 

c o r r e c t ? 

A. That would be my u n d e r s t a n d i n g . 

Q. Now, i n terms of -- you used a phrase 

here, c o m p e t i t i v e -- you d i d n ' t want some type of 

c o m p e t i t i v e advantage u n t i l you f i g u r e d out what 

s p a c i n g was a p p r o p r i a t e ? 

A. I d i d n ' t use the word "advantage." 

Q. I don't t h i n k you d i d . But you used 

the word c o m p e t i t i v e w i t h something. 

A. R i g h t . What I was t r y i n g to convey i s 

t h a t I c o u l d see a danger i n h a v i n g too dense a 

d r i l l i n g too q u i c k , and i t c o u l d r e s u l t , i t c o u l d 

r e s u l t i n d r i l l i n g u n n e c e s s a r y w e l l s . 

Q. You're not p r o p o s i n g t h a t Merrion O i l & 

Gas should be the only o p e r a t o r i n t h i s a r e a ? 

A . No . 

MR. PADILLA: I don't t h i n k I have 

a n y t h i n g f u r t h e r , Mr. Examiner. 

EXAMINATION 
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BY EXAMINER CATANACH: 

Q. Mr. Dunn, what's the advantage of 

s p a c i n g a whole u n i t a r e a on 640 as opposed to 

d r i l l i n g a w e l l and s t e p p i n g out and e x t e n d i n g 

the pool b o u n d a r i e s as n o r m a l l y done by the 

D i v i s i o n ? 

A. W e l l , the primary advantage i s to 

pr e v e n t somebody coming i n and d r i l l i n g on a 

denser s p a c i n g a couple of p r o r a t i o n u n i t s away, 

maybe more than a m i l e away from the e x i s t i n g 

pool but s t i l l w i t h i n our a r e a of i n t e r e s t , and 

i n c r e a t i n g a s i t u a t i o n where you've got a 

s m a l l e r s p a c i n g . 

And i f you're s u c c e s s f u l i n those 

e f f o r t s , i t would r e q u i r e t h a t those o p e r a t o r s 

who have d r i l l e d on a l a r g e r s p a c i n g would have 

to d r i l l i n f i l l w e l l s t h a t may or may not be 

n e c e s s a r y i n order to p r o t e c t t h e m s e l v e s from 

d r a i n a g e . 

Q. Why was the proposed pool boundary 

c o n t r a c t e d from your o r i g i n a l a p p l i c a t i o n ? 

A. The primary r e a s o n was t h a t i n 

d i s c u s s i n g the two-township a r e a w i t h the o i l 

d i v i s i o n , they had co n c e r n s about the s i z e of the 

a r e a and the l a c k of dat a , which we f r e e l y admit, 
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the l a c k of d a t a to i n d i c a t e what proper s p a c i n g 

i s . 

So we f e l t we c o u l d , you know, l i v e 

w i t h a s m a l l e r a r e a and s t i l l t e s t our i d e a and 

s t i l l be p r o t e c t e d from the, as I put i t e a r l i e r , 

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

Q. The proposed pool boundary has i t s 

b a s i s i n p a r t i n g e o l o g i c e v i d e n c e or g e o l o g i c 

f a c t o r s ? 

A. That i s c o r r e c t , o n l y i n the s e n s e 

t h a t , you know, i t c o v e r s an a r e a t h a t we f e e l we 

have a g e o l o g i c i d e a . I don't want to l e a d you 

to b e l i e v e t h a t t h a t i s a magic boundary t h a t 

would condemn e v e r y t h i n g o u t s i d e t h e r e . We j u s t 

don't know. 

I t c o u l d be t h a t both townships, the 

e n t i r e t h i n g c o u l d be p r o d u c t i v e i n the f r a c t u r e d 

Mancos S h a l e . But geology d i d p l a y a r o l e i n the 

s e n s e t h a t we went to an a c c e p t a b l e c o n t r a c t i o n . 

Q. Mr. Dunn, what's the s p a c i n g i n o t h e r 

Mancos po o l s i n the San Juan B a s i n ? 

A. I t v a r i e s , but I'm f a m i l i a r w i t h Rio 

Puerco, which i s 320-acre s p a c i n g . I b e l i e v e i n 

the San I s i d r o S h a l l o w H o r i z o n t a l U n i t , t h e r e ' s a 

p r o v i s i o n where you can go to 640s. 
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I n G a v i l a n Mancos, I b e l i e v e i t ' s 

640-acre s p a c i n g w i t h a p r o v i s i o n f o r or a l l o w i n g 

two w e l l s w i t h i n t h a t 640-acre a r e a except i n a 

b u f f e r zone b o r d e r i n g Puerto C h i q u i t o and the 

Canado H i t o s U n i t a r e a . I b e l i e v e Puerto 

C h i q u i t o i s 640 a c r e s . 

Q. So b a s i c a l l y i n ot h e r Mancos po o l s i n 

the San Juan B a s i n , i t ' s e f f e c t i v e l y 320-acre 

spac ing? 

A. W e l l , I would say t h a t v a r i e s because 

the Puerto C h i q u i t o , I t h i n k , i f you look a t the 

a c t u a l d r i l l i n g t h e r e , i n a c t u a l i t y the way 

they've d r i l l e d i t , the s p a c i n g i s l a r g e r than 

640. So t h e r e ' s an e x c e p t i o n . But ot h e r than 

t h a t , i n g e n e r a l , 320s, y e s . 

Q. Do you f e e l l i k e your a r e a has 

d i f f e r e n t g e o l o g i c p r o p e r t i e s than t h e s e other 

Mancos a r e a s ? 

A. W e l l , we j u s t don't know. I would 

assume t h a t they c o u l d be s i m i l a r . I n f a c t , I 

would, you know, s p e c u l a t e they probably a r e . 

But we don't know, and we c e r t a i n l y , what we 

would propose i s t h a t t e m p o r a r i l y we be a l l o w e d 

to take a look a t t h a t i s s u e and then come back 

to you and j u s t i f y what the proper s p a c i n g s h o u l d 
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be . 

Q. You mentioned, I b e l i e v e , a w e l l i n 

S e c t i o n 22, the No. 7, t h a t produced some 20,000 

c u m u l a t i v e b a r r e l s of o i l ? 

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

Q. How long d i d t h a t w e l l produce? 

A. I t was on the range of t h r e e or four 

y e a r s , something l i k e t h a t . 

Q. Why c a n ' t you use the data from t h a t 

w e l l to determine a s p a c i n g , to determine a 

d r a i n a g e ? 

A. W e l l , I guess t h e r e ' s p r o bably s e v e r a l 

i s s u e s . One, we don't know how the w e l l was 

handled d u r i n g the co m p l e t i o n other than what i s 

r e p o r t e d i n the r e c o r d s , so i t ' s d i f f i c u l t f o r us 

to say whether t h a t w e l l i s r e p r e s e n t a t i v e of the 

a r e a . 

I t c o u l d be t h a t they had, even though 

they had f r a c t u r e s , i t c o u l d have been s e v e r e l y 

damaged by d r i l l i n g i t w i t h mud i n s t e a d of, say, 

a e r a t e d f l u i d . T h a t ' s a p o s s i b i l i t y . 

T h e r e ' s no p r e s s u r e t e s t s , i n t e r f e r e n c e 

t e s t i n g , or a n y t h i n g of t h a t n a t u r e a v a i l a b l e to 

us to h e l p us determine a r e a l e x t e n t . 

R e a l l y about the o n l y c o n c l u s i o n I 
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c o u l d draw from t h a t d a ta i s t h a t the s i g n i f i c a n t 

o i l was produced i n my view from Mancos, and i t 

probably had to come from f r a c t u r i n g . 

But i t doesn't r e a l l y h e l p me determine 

how f a r out t h a t w e l l was d r a i n i n g . I j u s t don't 

know . 

Q. With r e s p e c t to the proposed r u l e s , 

were you on the committee t h a t i n i t i a l l y 

developed t h e s e r u l e s ? 

A. No, I was not. Members of t h a t 

committee were Mobil, Amoco, Mesa Grande, Mallon, 

and Benson Monte Greer D r i l l i n g C o r p o r a t i o n , i n 

which Al Greer i s here today to speak to t h a t 

committee and i t s d e l i b e r a t i o n s . 

Q. Can you t e l l me what the purpose of 

t h a t committee o r g a n i z a t i o n was and what they 

were supposed to do and — 

A. W e l l , i t ' s my u n d e r s t a n d i n g t h a t t h i s 

committee came about s h o r t l y a f t e r a p e r i o d of 

time where t h e r e was a l o t of c o n f l i c t c o n c e r n i n g 

the development of the G a v i l a n a r e a . And t h e r e 

was a l o t of disagreement about how t h a t s h o u l d 

be p r o p e r l y spaced and d r i l l e d and i t b e i n g a 

f r a c t u r e d Mancos s h a l e p o o l . 

And t h i s committee was brought t o g e t h e r 
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as a combination e f f o r t of the OCD and i n d u s t r y 

and p a r t i c u l a r l y those companies t h a t have been 

i n v o l v e d i n t h a t a r e a to t r y to come up w i t h some 

s o r t of a s t r a t e g y or a r e a s o n a b l e way to develop 

f r a c t u r e d Mancos s h a l e i n g e n e r a l to a l l o w an 

o r d e r l y development t h a t would p r e v e n t waste and 

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

Q. Are the r u l e s t h a t you proposed here 

today, a r e t h e r e any s i g n i f i c a n t d i f f e r e n c e s 

between t h e s e and the ones the committee came out 

w i t h , or a r e t h e s e the ones e s s e n t i a l l y t h a t the 

committee came out w i t h ? 

A. They're e s s e n t i a l l y the same. One 

change t h a t we proposed was t h a t i n Rule 3 

t h e r e ' s a requirement f o r a d i r e c t i o n a l s u r v e y of 

any w e l l d r i l l e d c l o s e r than 1090 f e e t to a 

p r o r a t i o n u n i t boundary b e f o r e an a l l o w a b l e i s 

a s s i g n e d to i t . 

The r e a s o n f o r t h a t , I would s u s p e c t , 

i s t h a t d e v i a t i o n from 1090 c o u l d e a s i l y exceed 

100 f e e t at a bottom-hole l o c a t i o n . So you c o u l d 

be c l o s e r than 990 f e e t to an o u t e r boundary a t a 

bottom-hole l o c a t i o n . 

We added the p r o v i s i o n t h a t the 

requirement f o r the d i r e c t i o n a l s u r v e y c o u l d be 
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waived by the d i r e c t o r upon w r i t t e n consent by 

the o f f s e t o p e r a t o r s . 

The r e a s o n f o r t h a t being i t may be 

t h a t you may be o f f s e t t i n g -- you may be the 

o f f s e t t i n g o p e r a t o r . And i t may not be of 

concern to you to run t h a t log and you c o u l d save 

some money by not h a v i n g to run i t i f i t was 

m u t u a l l y a g r e e a b l e . 

Q. These r u l e s , Rule No. 2 i s r e a l l y 

e f f e c t i v e l y g i v i n g you a u t h o r i t y f o r 320-acre 

s p a c i n g . I mean, i t p r o v i d e s f o r an i n f i l l w e l l ; 

i s t h a t your u n d e r s t a n d i n g ? 

A. I t h i n k t h a t ' s e s s e n t i a l l y c o r r e c t i n 

the c a s e where you d r i l l a doggie w e l l , one 

t h a t ' s l e s s than 50 b a r r e l s of o i l a day and l e s s 

than 350 Mcf of gas a day. 

Q. Do you know what the s i g n i f i c a n c e of 

those two f i g u r e s a r e , 50 b a r r e l s a day and 350 

c u b i c f e e t — Mcf a day? 

A. I do not, and I ' l l d e f e r t h a t to Al 

G r e e r . I t h i n k i t ' s , you know, a r e a s o n a b l e 

number, though. I c e r t a i n l y have no problems 

w i t h those numbers. 

Q. Rule No. 2 a l s o c o n t a i n s a p r o v i s i o n 

where a nonstandard p r o r a t i o n u n i t would have to 
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be p u b l i s h e d on the h e a r i n g docket. T h a t ' s a 

l i t t l e b i t more s t r i n g e n t than our c u r r e n t 

r u l e s . What i s your u n d e r s t a n d i n g about t h a t 

p r o v i s i o n ? Do you know why t h a t was put i n 

t h e r e ? 

A. I don't know why i t was made more 

s t r i n g e n t . 

EXAMINATION 

BY MR. STOVALL: 

Q. From r e a d i n g t h a t p r o v i s i o n , l e t ' s see 

i f t h i s would be your u n d e r s t a n d i n g , Mr. Dunn, i s 

t h a t i t would appear t h a t perhaps, maybe Mr. 

Greer can c l a r i f y t h i s as ha v i n g been on the 

committee, but w i t h no o b j e c t i o n , no o p e r a t o r s 

o b j e c t e d w i t h i n 20 days a f t e r b eing n o t i f i e d or 

10 days a f t e r -- does t h a t appear to be an 

a l t e r n a t i v e procedure or two d i f f e r e n t ways to 

o b j e c t ? 

I'm not s u r e I un d e r s t a n d how we would 

implement t h a t . Would we put everyone on the 

docket, or would we put s e l e c t ones on the docket 

and i f nobody o b j e c t e d w i t h i n 10 days, then i t 

c o u l d be approved a d m i n i s t r a t i v e l y ? How would 

you i n t e r p r e t t h a t ? Or would you say t h a t i t 

probably s h o u l d be c l a r i f i e d ? 
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A. I guess, I'm c e r t a i n l y not an e x p e r t i n 

why the committee came up w i t h t h i s . But what 

I'm r e a d i n g here i s t h a t a nonstandard p r o r a t i o n 

u n i t r e s u l t i n g f o r a c o r r e c t i o n i n lan d s u r v e y 

may be approved a d m i n i s t r a t i v e l y . 

Q. That s e n t e n c e a d d r e s s e d the f a c t t h a t a 

l o t of those s u r v e y s --

A. R i g h t . 

Q. -- i n the San Juan B a s i n a r e not 

640-acre s e c t i o n s ; i s t h a t c o r r e c t ? I s t h a t your 

u n d e r s t a n d i n g ? 

A. T h a t ' s my i n t e r p r e t a t i o n of t h a t 

p r o v i s i o n t h e r e . And then i t goes on to say, "To 

o b t a i n such a p p r o v a l , the a p p l i c a n t s h a l l f u r n i s h 

the d i r e c t o r w i t h the a p p r o p r i a t e p l a t s and 

r e q u e s t the a p p l i c a t i o n be p u b l i s h e d on the 

h e a r i n g docket as an a d m i n i s t r a t i v e a p p l i c a t i o n . " 

And then i t goes on to p r o v i d e t h a t , 

" I f w r i t t e n c o n s e n t s a r e r e c e i v e d or no o f f s e t 

o p e r a t o r has o b j e c t e d to the nonstandard u n i t , " 

and I assume i t r e f e r s to f o r t h a t r e a s o n w i t h i n 

20 days --

Q. L e t me ask you another q u e s t i o n . 

Looking a t t h a t I have some c o n c e r n s w i t h the way 

t h a t ' s w r i t t e n , as f a r as p u b l i s h i n g i t on a 
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docket and then t r e a t i n g i t a d m i n i s t r a t i v e l y . I 

t h i n k once you put i t on a docket, you've got to 

g i v e people the o p p o r t u n i t y to appear a t a 

hear i n g . 

What would be your o p i n i o n , from an 

o p e r a t o r ' s s t a n d p o i n t , as going to a more normal 

procedure more c o n s i s t e n t w i t h the OCD p r a c t i c e s , 

w i t h i n the t o l e r a n c e you go a d m i n i s t r a t i v e u n l e s s 

you get an o b j e c t i o n and o u t s i d e the t o l e r a n c e 

you go to h e a r i n g ? 

A. I have no o b j e c t i o n to t h a t 

whatsoever. I t h i n k I s h o u l d p o i n t out to you 

what we d i d here was t r y not to d e v i a t e too much 

from the committee's recommendations because we 

f e l t l i k e they d i d a l o t of work and they had a 

b a s i s f o r i t and t h a t i t was a work product t h a t 

perhaps the D i v i s i o n would look on f a v o r a b l y . 

But we have no o b j e c t i o n to, you know, 

a l t e r i n g t h a t procedure to c o i n c i d e w i t h the more 

u s u a l p r a c t i c e of the D i v i s i o n . 

Q. L e t me ask you another q u e s t i o n , which 

may be more s p e c i f i c to t h i s s p e c i f i c p o o l . Are 

you f a m i l i a r enough w i t h the lan d out t h e r e and 

the s u r v e y s to have an o p i n i o n as to whether 

t h e r e a r e going to be any g r o s s l y 
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o u t - o f - p r o p o r t i o n u n i t s to which t h i s would 

apply, say, g r e a t e r than 648 or 650 a c r e s or l e s s 

than 632? 

Are t h e r e any major s u r v e y d e v i a t i o n s 

out here as t h e r e occur i n other p a r t s of the 

b a s i n ? 

A. I don't t h i n k I c o u l d answer t h a t . I 

don't know. 

Q. Okay. 

A. I c o u l d t e l l you t h a t from the summary 

of the a c r e a g e , i t does not appear so. The 

summary of the a c r e a g e , namely t h a t we're adding 

up a number, 17 f u l l s e c t i o n s f o r t h i s pool a r e a , 

comes out f a i r l y c l o s e to what you would 

c a l c u l a t e f o r 640-acre per s e c t i o n . So I 

wouldn't t h i n k so i n the pool i t s e l f . 

MR. STOVALL: Mr. R o b e r t s , do you 

have any knowledge, or a r e you c o m f o r t a b l e enough 

to --

MR. ROBERTS: I don't have any 

knowledge about i t . And j u s t l e t me suggest t h a t 

both of you may get more s a t i s f a c t i o n out of the 

q u e s t i o n s you ask i f you would d i r e c t them to Mr. 

Greer i n terms of what the proposed r u l e s s a y . I 

t h i n k he's going to be a b l e to answer the 
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q u e s t i o n s more r e a d i l y than Mr. Dunn i s . 

Although Mr. Dunn has i n t r o d u c e d the 

e x h i b i t , he j u s t d i d t h a t f o r the purpose of 

g e t t i n g i t i n t o the r e c o r d e a r l y . And so i f t h a t 

would work w i t h you, t h a t would p r o b a b l y be more 

e f f i c i e n t . 

MR. STOVALL: A c t u a l l y I asked Mr. Dunn 

because he ha s n ' t seen them and r e a l l y h a s n ' t had 

a chance to un d e r s t a n d them. I'm i n t e r e s t e d i n 

how he i n t e r p r e t s them r e a d i n g them k i n d of 

f r e s h . I a p p r e c i a t e t h a t . 

I have no more q t i e s t i o n s on t h a t 

i s s u e . I do have some ot h e r q u e s t i o n s but not on 

t h a t . 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Dunn, you do agree w i t h a l l of 

th e s e r u l e s w i t h the way t h e y ' r e w r i t t e n and you 

don't have any problem adopting them f o r the 

pool? 

A. T h a t ' s c o r r e c t , I do not. 

EXAMINER CATANACH: Okay. Go ahead, 

Bob . 

FURTHER EXAMINATION 

BY MR. STOVALL: 
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Q. While we're on the r u l e s , l e t me go 

back to -- w e l l , l e t me ask you a p r e l i m i n a r y 

q u e s t i o n f i r s t . T h i s i s a d i f f e r e n t approach f o r 

the D i v i s i o n to space a l a r g e a r e a on l e s s 

d e n s i t y , g r e a t e r w e l l s p a c i n g . 

P r i o r to d r i l l i n g w e l l s i n e s t a b l i s h i n g 

i n f o r m a t i o n , the p r a c t i c e i s to go from s m a l l and 

b u i l d up. And t h i s i s k i n d of changing t h a t ; i s 

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

A. That i s c o r r e c t . The u s u a l procedure 

i s the o p p o s i t e . 

Q. Am I c o r r e c t i n u n d e r s t a n d i n g i n what 

you've s a i d i s t h a t the r e a s o n t h a t Merrion i s 

p r o p o s i n g t h i s and i s supported by the o t h er 

o p e r a t o r s i s g i v e n the knowledge of f r a c t u r e d 

Mancos i n g e n e r a l t h e r e ' s a r e c o g n i t i o n t h a t you 

can end up w i t h too dense a w e l l s p a c i n g e a r l y on 

and i t ' s b e t t e r to -- i t ' s i n the i n t e r e s t of 

c o n s e r v a t i o n to p r e v e nt the d r i l l i n g of 

u n n e c e s s a r y w e l l s to s t a r t l a r g e and then look to 

see i f you need to go s m a l l e r ? 

A. I t h i n k t h a t ' s a good summary. The 

f r a c t u r e Mancos s h a l e i s by i t s n a t u r e a s p e c i a l 

a n i m a l . I t produces from f r a c t u r e s . And you're 

c a p a b l e of d r a i n i n g l a r g e a r e a s w i t h one w e l l . 
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And so i t can be e a s i l y o v e r - d r i 1 1 e d i f you're 

not c a r e f u l . 

So i n r e c o g n i t i o n of the n a t u r e of the 

r e s e r v o i r , i t ' s not u s u a l , so t h e r e f o r e we t h i n k 

i t s h o u l d be t r e a t e d a l i t t l e d i f f e r e n t l y than 

you would n o r m a l l y f o r a r e g u l a r sandstone 

r e s e r v o i r , say. 

Q. And i f I u n d e r s t a n d the term 

c o m p e t i t i v e d r i l l i n g or c o m p e t i t i v e o p e r a t i o n s , 

as you've used i t , e s s e n t i a l l y what you're s a y i n g 

i s i f you d r i l l a w e l l and i t o f f s e t s — and your 

o f f s e t neighbor l o o k s at i t and s a y s , " T h a t ' s a 

good w e l l . I'm p r o bably g e t t i n g d r a i n e d , " then 

t h a t neighbor has to go d r i l l a w e l l on whether a 

s p a c i n g i s a p p r o p r i a t e t h a t f o r t h a t a r e a because 

t h a t ' s how the ownership of the p r o d u c t i o n i s 

determined; i s t h a t c o r r e c t ? 

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

Q. And i f t h a t d e n s i t y i s s m a l l e r , i f t h a t 

s p a c i n g i s s m a l l e r , say i f i t ' s 40 or 80 or even 

160, i f you d r i l l a good w e l l on t h a t s m a l l e r 

s p a c i n g , then whoever o f f s e t s you may even under 

f e d e r a l r e q u i r e m e n t s may be o b l i g a t e d to d r i l l 

another w e l l j u s t to p r o t e c t t h e i r l e g a l 

i n t e r e s t s and not n e c e s s a r i l y to r e c o v e r 
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a d d i t i o n a l r e s e r v e s ; i s t h a t c o r r e c t ? 

A. I t h i n k t h a t ' s r i g h t . 

Q. Now, you have proposed a f e d e r a l u n i t 

w i t h b o u n d a r i e s which a r e the same as your 

proposed pool; i s t h a t c o r r e c t ? 

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

Q. I f t h a t u n i t i s approved -- f i r s t o f f , 

do you know whether you're p r o p o s i n g a d i v i d e d or 

u n d i v i d e d u n i t , or do you un d e r s t a n d the 

d i f f e r e n c e ? I r e a l i z e t h a t ' s g e t t i n g i n t o l a n d 

q u e s t i o n s and you're not a landman. But do you 

un d e r s t a n d the d i f f e r e n c e ? 

A. I do not know what we've a p p l i e d f o r . 

I would d e f e r t h a t q u e s t i o n to Al Greer; he does 

know. 

Q. I s i t your u n d e r s t a n d i n g from an 

o p e r a t o r ' s s t a n d p o i n t t h a t i f the u n i t agreement 

i s approved and i t i s determined t h a t 640 i s too 

wide, t h a t the problems n o r m a l l y i n h e r e n t i n 

do w n - s i z i n g s p a c i n g u n i t s can be a d d r e s s e d 

through the u n i t agreement to p r o v i d e t h a t 

e q u i t i e s w i l l be p r o t e c t e d through the u n i t 

agreement i f i n c r e a s e d d e n s i t y i s going to be 

a p p r o p r i a t e ? 

A. I don't know i f I'm q u a l i f i e d to answer 

RODRIGUEZ-VESTAL REPORTING 
(505) 9 3 8-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

57 

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

Q. Okay. With r e s p e c t to Rule No. 3, i t 

p r o v i d e s w e l l s 990 from the ou t e r boundary and 10 

f e e t from an i n t e r i o r l i n e . I know t h e r e ' s been 

some d i s c u s s i o n i n the northwest about r e d u c i n g 

the i n t e r i o r l i n e d i s t a n c e r e q u i r e m e n t s from, I 

t h i n k i t ' s 330 f e e t i n most c a s e s , to some l e s s e r 

d i s t a n c e a t l e a s t w i t h r e s p e c t to q u a r t e r - q u a r t e r 

s e c t i o n s . Are you aware of t h a t , or do you 

unde r s t a n d the g e n e r a l concept of t h a t ? 

A. Yes. I t h i n k i s n ' t i t -- w e l l , i t 

depends on whether you're gas w e l l or o i l w e l l 

spac i n g . 

Q. C o r r e c t . 

A. But i n g e n e r a l t h i s 10 f e e t i s much 

l e s s than what i s p r o v i d e d f o r i n s t a t e w i d e 

spac i n g . 

Q. And the o b j e c t i v e h e r e , i f I un d e r s t a n d 

c o r r e c t l y , i s to g i v e you more f l e x i b i l i t y as to 

d r i l l i n g l o c a t i o n s w i t h i n a p r o r a t i o n u n i t --

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

Q. -- to not narrow your l i t t l e window. 

Given the f a c t t h a t you don't know what 

you're going to f i n d out here when you s t a r t 

d r i l l i n g on t h i s , what would your o p i n i o n be 
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w i t h , say, l o o k i n g a t q u a r t e r s e c t i o n s ? P robably 

not l i k e l y to go any s m a l l e r than 160 i n t h i s 

a r e a , i s n ' t t h a t c o r r e c t , t h a t you wouldn't be 

i n t e r e s t e d i n d r i l l i n g on a n y t h i n g l e s s than 160? 

A. W e l l , I c o u l d n ' t e n v i s i o n i t going even 

to 160s f r a n k l y , but I would t h i n k t h a t might be 

a r e a s o n a b l e minimum. 

Q. Would i t be a p p r o p r i a t e perhaps to say 

t h a t -- r e v i s e t h a t to say not c l o s e r than, say, 

330 f e e t to a q u a r t e r s e c t i o n l i n e to keep you 

w i t h i n a window w i t h i n a q u a r t e r s e c t i o n so i f 

you do i n f i l l d r i l l i n g or d o w n - s i z i n g and you've 

got a l i t t l e more c e n t r a l i z a t i o n w i t h i n the 

q u a r t e r s e c t i o n s ; would t h a t make s e n s e ? 

A. W e l l , I have — the 10 f e e t g i v e s you a 

bi g g e r window to p i c k your l o c a t i o n w i t h o u t 

having to come back to the D i v i s i o n to r e q u e s t an 

e x c e p t i o n . I t ' s j u s t to me a time s a v e r . 

I c e r t a i n l y have, i f the D i v i s i o n f e e l s 

s t r o n g l y they want to make i t c o n s i s t e n t w i t h 

p r e v a i l i n g r u l e s , I have no problem w i t h t h a t . 

I t would j u s t r e q u i r e t h a t , you know, we would 

have to r e q u e s t an e x c e p t i o n to t h a t f o r whatever 

r e a s o n . 

Q. The concern i s not making i t c o n s i s t e n t 
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so much w i t h the e x i s t i n g r u l e s --

A. With f u t u r e s p a c i n g ? 

Q. -- but t h i n k i n g i n terms of the f a c t 

t h a t t h e r e may be some d o w n - s i z i n g or i n f i l l 

d r i l l i n g . 

A. Oh, I s e e . 

Q. And I'm not concerned w i t h r e s p e c t to 

w i t h i n a q u a r t e r s e c t i o n and q u a r t e r - q u a r t e r 

s e c t i o n b o u n d a r i e s but w i t h i n a q u a r t e r s e c t i o n . 

Does i t g i v e you enough f l e x i b i l i t y to, say, go 

330 from the i n t e r i o r l i n e of a q u a r t e r s e c t i o n , 

would you t h i n k — 

A. Well 

Q. -- or i s t h e r e another d i s t a n c e g r e a t e r 

than 10? 

A. W e l l , offhand I t h i n k i t would g i v e us 

enough f l e x i b i l i t y , but a g a i n I don't f u l l y 

comprehend why 10 f e e t , to be q u i t e honest, and I 

t h i n k t h a t ' s something t h a t the committee came up 

w i t h . I t ' s c e r t a i n l y something t h a t we c o u l d 

s u p p o r t . 

But I would d e f e r to Mr. Greer to maybe 

gi v e you some i n s i g h t as to why 10 f e e t and not 

330, say. I u n d e r s t a n d w i t h you're s a y i n g , i f 

you space i t now w i t h an i n t e r i o r l i n e , t h a t 
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b e a r s some resemblance to f u t u r e p o s s i b l e 

s p a c i n g . You don't have problems w i t h w e l l s 

l o c a t e d i n unusu a l s p o t s f o r t h a t s p a c i n g . 

Q. You c o u l d get reail c l u s t e r d r i l l i n g 

a c t u a l l y w i t h a 10-foot margin i f you d i d some 

i n f i l l ? 

A. Sure c o u l d . 

Q. Looking a t E x h i b i t 2, P a r t 1, your map, 

I t h i n k you've i n d i c a t e d t h a t you've g i v e n n o t i c e 

to everybody i n the two townships p l u s some 

s u r r o u n d i n g l a n d s ; i s t h a t c o r r e c t ? 

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

Q. Your s c a l e here or your legend does not 

i d e n t i f y the red, which a p p a r e n t l y i s I n d i a n 

a l l o t t e d , i s t h a t c o r r e c t , the red s t i p p l e or 

orange, I guess? 

A. Yeah. T h e r e ' s an orange s t i p p l e t h a t 

i s I n d i a n a l l o t t e d , t h a t ' s c o r r e c t . 

Q. Do you know i f those a r e l e a s e d or 

u n l e a s e d t r a c t s ? 

A. I do not know. Do not know. 

Q. Your n o t i c e then, I n o t i c e the Bureau 

of I n d i a n A f f a i r s i s on your n o t i c e l i s t . I s 

t h a t to whom you gave n o t i c e f o r the purpose of 

those t r a c t s ? 
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A. I b e l i e v e t h a t ' s c o r r e c t . 

Q. I t h i n k t h a t ' s i t w i t h one -- l e t me 

j u s t look r e a l q u i c k at my n o t e s . 

A. I might say t h a t i t s a y s on E x h i b i t 5, 

P a r t 1, which i s the l i s t i n g , the n o t i f i c a t i o n 

l i s t under Bureau of I n d i a n A f f a i r s , t h a t a l l 

I n d i a n a l l o t t e d l a n d s a r e l i s t e d next to Bureau 

of I n d i a n A f f a i r s . That would i n d i c a t e to me 

t h a t our i n t e n t was to n o t i f y the Bureau of 

I n d i a n A f f a i r s as a r e p r e s e n t a t i v e f o r those 

a l l o t t e d l e a s e s . 

Q. I would e x p r e s s some concern 

p a r t i c u l a r l y w i t h i n t h i s narrower a r e a t h a t you 

may not have g i v e n n o t i c e to the owners of 

working i n t e r e s t i n the I n d i a n a l l o t t e d l e a s e s i f 

i n f a c t any of them a r e l e a s e d , and t h a t ' s 

something t h a t you might be concerned w i t h . 

Another i s s u e I ' l l r a i s e w i t h r e s p e c t 

to n o t i c e and, Mr. R o b e r t s , I d i r e c t your 

a t t e n t i o n to i t as w e l l , I'm assuming you have 

not g i v e n n o t i c e to r o y a l t y owners but f o r the 

f a c t t h a t you've g i v e n n o t i c e to the Bureau of 

Land Management r e a l l y as a working i n t e r e s t 

owner i n the u n l e a s e d t r a c t s ; i s t h a t c o r r e c t ? 

A. That i s c o r r e c t . We n o t i f i e d the 
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Bureau of Land Management due to the u n l e a s e d 

a c r e a g e . 

Q. A c c o r d i n g to your e x h i b i t , the Bureau 

and the S t a t e a r e r e a l l y the r o y a l t y owners i n 

a l l of the l a n d s ; i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t , w i t h i n the pool 

b o u n d a r i e s , the s t a t e and the f e d s . 

Q. Are t h e r e a t the p r e s e n t time any 

Mancos w e l l s o p e r a t i n g w i t h the p o s s i b i l i t y of 

o u t s t a n d i n g D i v i s i o n o r d e r s whose s p a c i n g might 

be a f f e c t e d by t h i s , or d i d I hear you c o r r e c t l y 

t h a t a l l Mancos w e l l s have been abandoned? 

A. Th a t ' s c o r r e c t , w i t h the e x c e p t i o n of 

the d i s p o s a l w e l l which we o p e r a t e . There a r e no 

p r o d u c t i v e Mancos p r o d u c e r s i n t h i s a r e a . 

Q. And I assume t h e r e ' s no D i v i s i o n order 

on the d i s p o s a l w e l l ? 

A. I don't b e l i e v e so. 

MR. STOVALL: I would a d v i s e you, Mr. 

R o b e r t s , i n l i g h t of the Uden order w i t h r e g a r d 

to s p a c i n g , my i n t e r p r e t a t i o n i n t a k i n g a f a i r l y 

narrow approach i s t h a t the p r o v i s i o n s of t h a t 

d e c i s i o n from the Supreme Court r e q u i r i n g n o t i c e 

to r o y a l t y owners probably c o u l d be l i m i t e d to 

r o y a l t y owners i n e x i s t i n g s p a c i n g u n i t s f o r 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

1 5 

16 

17 

18 

19 

20 

21 

2 2 

23 

24 

25 

63 

which t h e r e i s a D i v i s i o n order i n which t h e r e i s 

v e s t e d i n t e r e s t , i f you w i l l , i n the s p a c i n g 

un i on. 

However, s i n c e we have not y e t adopted 

r u l e s w i t h r e g a r d to t h a t , I would recommend t h a t 

you r e v i e w and d i s c u s s the r i s k s of not n o t i f y i n g 

r o y a l t y owners, i f any, and presumably you c o u l d 

apply the same i n t e r p r e t a t i o n to o v e r r i d e s i n the 

e n t i r e a r e a . I'm not going to make any 

recommendations t h a t a d d i t i o n a l n o t i c e be g i v e n , 

but i t c e r t a i n l y i s a c o n s i d e r a t i o n . 

And the ot h e r t h i n g t h a t I would ask i s 

t h a t you j u s t s i m p l y p r e p a r e an a f f i d a v i t to the 

e f f e c t t h a t Mr. Dunn has t e s t i f i e d w i t h r e s p e c t 

to h a v i n g g i v e n n o t i c e to the p a r t i e s l i s t e d on 

5, P a r t 1 and 5, P a r t 2, j u s t s t a t i n g t h a t n o t i c e 

i s i n compliance. 

MR. ROBERTS: He's t e s t i f i e d to t h a t . 

MR. STOVALL: He has t e s t i f i e d to 

t h a t . I'm k i n d of e s t a b l i s h i n g a p r a c t i c e of 

hav i n g an a f f i d a v i t a s s o c i a t e d w i t h the n o t i c e i n 

the f i l e s . 

MR. ROBERTS: I thought t h a t was an 

a l t e r n a t i v e to the r u l e . 

MR. STOVALL: W e l l , t e c h n i c a l l y i t i s , 
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b u t I w o u l d a p p r e c i a t e an a f f i d a v i t t o p u t i t 

t o g e t h e r . 

And I have no f u r t h e r q u e s t i o n s . 

EXAMINER CATANACH: I s t h e r e a n y t h i n g 

e l s e o f t h a t w i t n e s s ? 

MR. ROBERTS: Mr, Exami n e r , I have one 

q u e s t i o n on r e d i r e c t . 

FURTHER EXAMINATION 

BY MR. ROBERTS: 

Q. Mr. Catanach asked you a b o u t t h e w e l l 

t h a t p r o d u c e d 20,000 b a r r e l s . I s i t p o s s i b l e 

t h a t t h a t w e l l d r a i n s g r e a t e r t h a n 640 a c r e s ? 

A. I t ' s p o s s i b l e . 

MR. ROBERTS: I d o n ' t have any o t h e r 

ques t i o n s . 

EXAMINER CATANACH: A n y t h i n g e l s e ? The 

w i t n e s s may be ex c u s e d . 

MR. ROBERTS: C a l l Doug E n d s l e y . 

DOUG ENDSLEY 

H a v i n g been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. ROBERTS: 

Q. Would you s t a t e y o u r name and y o u r 

p l a c e o f r e s i d e n c e f o r t h e r e c o r d ? 
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A. Doug E n d s l e y . I l i v e i n Farmington, 

New Mexico. For the r e c o r d , s i n c e I d i d n ' t b r i n g 

a c a r d , the s p e l l i n g i s E-n-d-s-1-e-y. 

Q. What i s your o c c u p a t i o n ? 

A. I'm a petroleum g e o l o g i s t . 

Q. How long -- who a r e you employed by? 

A. Merrion O i l & Gas. 

Q. How long have you been employed by 

Merr ion? 

A. Nine y e a r s . 

Q. Could you g i v e us a g e n e r a l d e s c r i p t i o n 

of your job r e s p o n s i b i l i t i e s ? 

A. I'm the geology manager. I o v e r s e e a l l 

g e o l o g i c a l o p e r a t i o n s i n the company. 

Q. Are you f a m i l i a r w i t h the a c t i v i t i e s 

and o p e r a t i o n s of Merrion O i l & Gas i n the a r e a 

t h a t i s the s u b j e c t of t h i s a p p l i c a t i o n ? 

A. I am. 

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

a p p l i c a t i o n ? 

A. I am. 

Q. Have you t e s t i f i e d on any p r i o r 

o c c a s i o n s b e f o r e the O i l C o n s e r v a t i o n D i v i s i o n ? 

A. I have not. 

Q. Would you b r i e f l y d e s c r i b e your 
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p o s t - h i g h s c h o o l e d u c a t i o n a l background? 

A. I have a BS from Port Lewis C o l l e g e i n 

Durango. 

Q. And b r i e f l y d e s c r i b e your o c c u p a t i o n a l 

background subsequent to the co m p l e t i o n of your 

formal e d u c a t i o n . 

A. I ' v e worked f o r an independent 

g e o l o g i s t f o r t h r e e y e a r s , and I ' v e worked f o r 

Merrion f o r n i n e . 

Q. Do you have any p r o f e s s i o n a l 

c e r t i f i c a t i o n s or r e g i s t r a t i o n s or a f f i l i a t i o n s ? 

A. I'm a C e r t i f i e d P r o f e s s i o n a l 

G e o l o g i s t . That c e r t i f i c a t i o n number i s 4703. 

Q. What have been your r e s p o n s i b i l i t i e s 

w i t h r e s p e c t to t h i s a r e a t h a t i s s u b j e c t to t h i s 

a p p 1 i c a t i o n ? 

A. I ' v e p r e t t y much come up w i t h the 

g e o l o g i c model t h a t we're t r y i n g to e x p l o r e 

here . 

MR. ROBERTS: Mr. Examiner, I would 

tender Mr. E n d s l e y as an e x p e r t i n the f i e l d of 

petroleum geology. 

EXAMINER CATANACH: Mr. E n d s l e y i s so 

q u a l i f i e d . 

Q. (BY MR. ROBERTS) Mr. E n d s l e y , would 
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you r e f e r to what's been marked as A p p l i c a n t ' s 

E x h i b i t No. 6 and i d e n t i f y i t ? 

A. E x h i b i t No. 6 i s a type log from the 

Media E n t r a d a U n i t . And i t s purpose i s to 

demonstrate the v e r t i c a l l i m i t s t h a t the 

committee s e t out i n Rule No. 6 i n E x h i b i t No. 1. 

Q. Would you i d e n t i f y the w e l l i n the 

l o c a t i o n ? 

A. I t ' s the Media E n t r a d a U n i t No. 3, and 

I n o t i c e on the e x h i b i t t h a t i t shows i t ' s i n the 

southwest of the northwest of S e c t i o n 14. I t ' s 

a c t u a l l y the northwest of the southwest of 

S e c t i o n 14, 19 North 3, West. 

Q. And w h i l e we're t a l k i n g about the 

l o c a t i o n of the w e l l , can you r e f e r to E x h i b i t 

No. 7 and p o i n t out the l o c a t i o n of the w e l l on 

t h a t e x h i b i t ? 

A. W e l l , I suppose I can, f o r the sake of 

you guys down at the o t h e r end of the t a b l e , i n 

the southwest q u a r t e r of S e c t i o n 14, y o u ' l l see a 

l i t t l e M-E-U No. 3 t h e r e i n the northwest p o r t i o n 

of t h a t q u a r t e r s e c t i o n . And t h a t ' s the w e l l 

t h a t I ' v e used as a type l o g . 

MR. STOVALL: The i n j e c t i o n w e l l or the 

one next to i t ? 
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THE WITNESS: I t ' s the i n j e c t i o n w e l l , 

but l e t me c l a r i f y t h a t . That was an E n t r a d a 

i n j e c t o r , not a G a l l u p i n j e c t o r . 

MR. STOVALL: I'm mostly concerned w i t h 

the symbol. That h e l p s to i d e n t i f y i t . 

THE WITNESS: Okay. 

Q. (BY MR. ROBERTS) Now, Mr. E n d s l e y , 

r e f e r r i n g a g a i n to E x h i b i t No. 6, w i l l you, 

p l e a s e , i d e n t i f y the s i g n i f i c a n t markers, 

g e o l o g i c markers t h e r e ? 

A. Okay. What I ' v e done i s I ' v e j u s t gone 

i n and h i g h l i g h t e d the main f o r m a t i o n s w i t h i n the 

i n t e r v a l . The f i r s t one i s the P o i n t Lookout. 

T h a t ' s a f a i r l y i n t e r p r e t i v e top. But t h a t ' s 

where I ' v e chosen to p l a c e i t . The Mancos 

s h a l e . I ' v e got the 500 f e e t below the top of 

the P o i n t Lookout t h a t ' s s e t f o r t h by the 

commi t t e e . 

I ' v e got the Mancos A, Mancos B, Mancos 

C, and Mancos D. That t e r m i n o l o g y a c t u a l l y 

o r i g i n a t e d w i t h Gary W i l l i a m s i n t h e i r Rio Puerco 

U n i t . I ' v e i d e n t i f i e d the Greenhorn and then the 

base of the Greenhorn. 

Q. I s the base of the Greenhorn Formation 

a p o i n t upon which t h e r e i s agreement among 

RODRIGUEZ-VESTAL REPORTING 
(505) 9 8 8-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

69 

petroleum g e o l o g i s t s ? 

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

c o n d u c t i v i t y k i c k a s s o c i a t e d w i t h the base of the 

Greenhorn t h a t you c a n ' t see r i g h t here because 

I ' v e got t h i s b l a c k l i n e b l o c k i n g i t o f f . But 

i t ' s a well-known marker, e a s i l y i d e n t i f i a b l e . 

Q. Now, you i n d i c a t e d t h a t the top of the 

P o i n t Lookout Formation i s f a i r l y i n t e r p r e t i v e , I 

t h i n k , i s how you've c h a r a c t e r i z e d i t . How d i d 

you i d e n t i f y the top of the P o i n t Lookout? 

A. W e l l , I j u s t p i c k e d the l a r g e s t sand 

body below the l a s t c o a l i n the Menefee. The 

Menefee i s not shown on t h i s p a r t i c u l a r e x h i b i t . 

But by d e f i n i t i o n the P o i n t Lookout i s the f i r s t 

sand below the l a s t c o a l i n the Menefee 

Formation. And i n e s s e n c e I j u s t s t u c k to t h a t . 

Q. How would you c h a r a c t e r i z e the i n t e r v a l 

i d e n t i f i e d as the Rock Mesa F r a c t u r e d Mancos 

S h a l e Formation i n terms of p o r o s i t y and 

p e r m e a b i 1 i t y ? 

A. I haven't i n c l u d e d a d e n s i t y l o g , but 

you can see i n t h i s a r e a t h e r e i s no i n h e r e n t 

m a t r i x p o r o s i t y , and I'm assuming t h a t t h e r e ' s no 

i n h e r e n t m a t r i x p e r m e a b i l i t y . So c o n s e q u e n t l y 

w i t h t h a t i n mind, i n order f o r t h e s e t h i n g s to 
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produce, they s h o u l d produce from f r a c t u r e s . 

Q. Okay. What was the b a s i s f o r s e l e c t i n g 

t h i s i n t e r v a l to be d e s i g n a t e d as the Rock Mesa 

F r a c t u r e d Mancos S h a l e Formation? 

A. More than any r e a s o n was j u s t to s t a y 

c o n s i s t e n t w i t h what the committee had come up 

w i t h i n 1988. 

Q. I n your o p i n i o n i s i t r e a s o n a b l e to 

d e f i n e t h i s f o r m a t i o n by r e f e r e n c e to t h i s 

p a r t i c u l a r i n t e r v a l ? 

A. Yes. 

Q. Now, I would l i k e f o r you to r e f e r to 

your E x h i b i t No. 7 and i d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t No. 7 i s j u s t a r e p e a t of 

E x h i b i t No. 3 onl y I ' v e i n c l u d e d s t r u c t u r e 

contour l i n e s . And those sire time s t r u c t u r e 

contour l i n e s from s e i s m i c c o n t r o l t h a t we have 

i n the a r e a . 

Q. Are the bo u n d a r i e s of the proposed pool 

i l l u s t r a t e d on t h i s e x h i b i t ? 

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

Q. And how a r e they i l l u s t r a t e d ? 

A. The heavy bold b l a c k l i n e . 

Q. And E x h i b i t No. 3 a l s o showed t h i s 

f a u l t t r a c e l i n e . Mr. Dunn i d e n t i f i e d i t . How 
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was t h a t f a u l t l o c a t e d ? 

A. We have s e i s m i c c o n t r o l t h a t ' s not 

shown on t h i s map. We have over 3,000 m i l e s of 

s e i s m i c i n t h i s a r e a . And the f a u l t i s 

w e l l - d e f i n e d . Where i t ' s s o l i d on t h i s map, i t ' s 

w e l l - d e f i n e d on the s e i s m i c ; where i t ' s dashed, 

the d a t a q u a l i t y i s not q u i t e as good and we're 

i n f e r r i n g i t through t h e r e . We can see an 

o f f s e t , but i t ' s not as c l e a r as i t i s to the 

south. 

Q. I n what way does the d a t a d e p i c t e d on 

t h i s e x h i b i t j u s t i f y the proposed h o r i z o n t a l 

b o u n d a r i e s of the pool? 

A. I n e s s e n c e what I was t r y i n g to 

i l l u s t r a t e here was the s t e e p e n i n g of the dip on 

the e a s t s i d e of the f a u l t , which n e c e s s i t a t e s 

the f r a c t u r e s t h a t we t h i n k we're going to be 

a f t e r . The g e o l o g i c model i s such t h a t the 

down-thrown s i d e of the f a u l t we f e e l i s more 

h i g h l y f r a c t u r e d than the up-thrown s i d e of the 

f a u l t . 

So c o n s e q u e n t l y we gave o u r s e l v e s a 

l i t t l e wider e a s t e r n edge to the pool b o u n d a r i e s 

than we d i d to the w e s t e r n edge. The w e s t e r n 

edge we i n e s s e n c e j u s t p i c k e d a h a l f a m i l e 
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l i m i t to the west and s a i d t h a t , you know, t h a t 

i t ' s p r o b a bly not as h i g h l y f r a c t u r e d on t h a t 

s i d e of the f a u l t but we needed a b u f f e r zone i n 

t h e r e to t e s t . 

Q. I s t h e r e a n y t h i n g magic about t h e s e 

proposed boundary l i n e s ? 

A. No, s i r , t h e r e ' s not. T h i s i s p u r e l y a 

g e o l o g i c concept, and i t doesn't n e c e s s i t a t e t h a t 

t h i s i s the onl y p l a c e t h a t i t would be 

produc t i v e . 

Q. I s i t l i k e l y i n your o p i n i o n t h a t t h e r e 

a r e o t h e r s u b s u r f a c e f a u l t s o u t s i d e the 

bo u n d a r i e s as i l l u s t r a t e d on t h i s e x h i b i t ? 

A. Yeah, I know t h a t t h e r e a r e . 

Q. I n your o p i n i o n do the proposed 

boundary l i n e s i n any way r e f l e c t on the 

p o t e n t i a l p r o d u c t i v i t y of those l a n d s o u t s i d e the 

boundar i e s ? 

A. No, I don't. 

Q. Mr. E n d s l e y , were E x h i b i t s No. 6 and 7 

e i t h e r p r e p a r e d by you or a t your d i r e c t i o n and 

under your s u p e r v i s i o n ? 

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

MR. ROBERTS: I would move a d m i s s i o n of 

A p p l i c a n t ' s E x h i b i t s 6 and 7. 
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EXAMINER CATANACH: E x h i b i t s 6 and 7 

w i l l be admitted as e v i d e n c e . 

MR. ROBERTS: I have no other q u e s t i o n s 

of t h i s w i t n e s s on d i r e c t . 

EXAMINER CATANACH: Mr. P a d i l l a . 

EXAMINATION 

BY MR. PADILLA: 

Q. Mr. E n d s l e y , l o o k i n g a t your E x h i b i t 

No. 7, i s the rea s o n t h a t you drew the contour 

l i n e s through the upper h a l f of the pool a r e a 

through the f a u l t l i n e i s t h a t you d i d n ' t -- you 

weren't s u r e whether i t extended t h a t f a r n o r t h ? 

A. T h a t ' s c o r r e c t . We have, l i k e I s a i d , 

the d a t a q u a l i t y up t h e r e i s s t a r t i n g to 

d e t e r i o r a t e . We t h i n k we can see o f f s e t i n 

t h e r e , but we're not s u r e . 

Q. You mentioned some s e i s m i c i n f o r m a t i o n 

upon which you based t h e s e contour maps or your 

c o n t o u r s . Did you have any s e i s m i c l i n e s r u n n i n g 

through t h i s a r e a ? 

A. T h i s a r e a i s inundated w i t h s e i s m i c 

l i n e s . T h i s a r e a was h e a v i l y shot by Flawn i n 

1975 ro u g h l y i n t h e i r s e a r c h f o r E n t r a d a f i e l d s , 

and we have a c c e s s to a l l t h a t d a t a . 

Q. I n terms of d r a i n a g e , does t h i s 
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s t r u c t u r e have a n y t h i n g to do w i t h d r a i n a g e ? 

A. Only i n the s e n s e t h a t the s t r u c t u r e 

may a f f e c t the degree of f r a c t u r i n g . 

MR. PADILLA: I have n o t h i n g f u r t h e r . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. E n d s l e y , you s a i d the top of the 

P o i n t Lookout i s somewhat s u b j e c t i v e ? 

A. T h a t ' s c o r r e c t . I t ' s i n t e r p r e t i v e . 

Q. Do you t h i n k t h a t ' s going to be a 

problem i n t h i s a r e a as f a r as d e f i n i n g the pool 

l i m i t s ? Or l e t me ask you t h i s . Should the pool 

r u l e s u t i l i z e t h i s type l og as a r e f e r e n c e ? 

A. W e l l , i f I can o f f e r an o p i n i o n , I 

don't t h i n k t h a t i t was -- u s i n g the top of the 

P o i n t Lookout wasn't n e c e s s a r i l y the b e s t marker 

to use. I f i t had been up to me, which i t 

wasn't, I would have used the top of the Mancos 

S h a l e and some v e r t i c a l d i s t a n c e below t h a t s i n c e 

the Mancos Sh a l e i s a much more e a s i l y 

i d e n t i f i a b l e f o r m a t i o n than the top of the P o i n t 

Lookout. 

The d e p o s i t i o n a l n a t u r e of the P o i n t 

Lookout i s such t h a t i t doesn't n e c e s s a r i l y have 

a d i s t i n c t top i n a l l p a r t s of the b a s i n . 
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Q. I s i t l i k e l y t h e r e ' s going to be any 

p r o d u c t i o n encountered i n the Upper Mancos 

port ion? 

A. I would — 

Q. Above ? 

A. I won't r u l e i t out, but i t c e r t a i n l y 

wouldn't be -- from what we've seen so f a r , i t 

c e r t a i n l y wouldn't be a r e a l s t r o n g p o s s i b i l i t y . 

And I t h i n k t h a t ' s why they p i c k e d 500 f e e t below 

the top of the P o i n t Lookout. 

T h i s s p e c i f i c i n t e r v a l t h a t I ' v e 

i d e n t i f i e d as Mancos A through D i s a c t u a l l y the 

e q u i v a l e n t of the N i o b r a r a or the G a l l u p or any 

other t e r m i n o l o g y t h a t you would want to use and 

i t ' s t r a d i t i o n a l l y the p r o d u c t i v e i n t e r v a l . 

Q. So i t ' s p o s s i b l e you c o u l d have Mancos 

p r o d u c t i o n out of your proposed pool boundary, 

the v e r t i c a l l i m i t s of the pool? 

A. I t ' s p o s s i b l e . I t may not be p r o b a b l e , 

but i t ' s p o s s i b l e . 

Q. Would you suggest u s i n g the top of the 

Mancos as the pool boundary, the top of the 

v e r t i c a l l i m i t s ? 

A. To me t h a t makes more s e n s e , but t h a t ' s 

j u s t an o p i n i o n . The r e a s o n I say t h a t i s from 
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e x p e r i e n c e over i n another a r e a i n the b a s i n , the 

Canyon Largo U n i t , we have e s t a b l i s h e d some minor 

p r o d u c t i o n below the base of the P o i n t Lookout 

and above t h i s p a r t i c u l a r l i m i t t h a t ' s been 

e s t a b l i s h e d here from the Mancos S h a l e . 

But those a r e s i l t i e r , almost sandy 

a r e a s t h a t we're g e t t i n g the p r o d u c t i o n from, so 

t h e y ' r e not f r a c t u r e d . I t ' s not f r a c t u r e d 

p r o d u c t i o n per s e . 

Q. I s i t l i k e l y on the west s i d e of t h a t 

f a u l t t h a t you would have — would i t be 

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

f r a c t u r e d ? 

A. T h a t ' s the th e o r y t h a t I'm s u b s c r i b i n g 

to r i g h t now. I t h i n k t h a t t h e r e ' s going to be a 

c e r t a i n a r e a along the f a u l t t h a t would be 

a f f e c t e d . The f a u l t i s not only e x h i b i t i n g 

v e r t i c a l d i s p l a c e m e n t , but t h e r e ' s l a t e r a l 

d i s p l a c e m e n t along the f a u l t as w e l l . And 

c o n s e q u e n t l y you're going to have a l i t t l e more 

f r a c t u r i n g take p l a c e because of the l e f t l a t e r a l 

d i s p l a c e m e n t along the f a u l t . 

So I b e l i e v e t h a t t h e r e w i l l be an a r e a 

a long the up-thrown s i d e of the f a u l t t h a t ' s 

f r a c t u r e d , but i t ' s not going to be as h i g h l y 
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f r a c t u r e d as i t would be on the down-thrown s i d e 

of the f a u l t . And t h a t ' s w e l l documented i n the 

l i t e r a t u r e . I mean, t h i s i s n ' t something I j u s t 

dreamed up; t h i s i s i n the l i t e r a t u r e . 

Q. I t s t i l l c o u l d be p r o d u c t i v e on the 

west s i d e ? 

A. I t s t i l l c o u l d be, t h a t ' s c o r r e c t . 

EXAMINER CATANACH: I b e l i e v e t h a t ' s 

a l l I have. 

Bob, do you have a n y t h i n g ? 

MR. STOVALL: I d i d but I c a n ' t 

remember what i t was. I t wasn't i m p o r t a n t . 

Yeah, I do have one. 

EXAMINATION 

BY MR. STOVALL: 

Q. Are you f a m i l i a r w i t h the San I s i d r o 

U n i t Area --

A. I am. 

Q. — i n the o p e r a t i o n s up t h e r e ? I s t h i s 

comparable to i t ? d i f f e r e n t ? The f a u l t goes i n a 

d i f f e r e n t o r i e n t a t i o n , does i t not, or the f o l d ? 

A. T h a t ' s c o r r e c t . T h i s p a r t i c u l a r f a u l t 

t h a t we're c h a s i n g here i s a n o r t h - s o u t h o r i e n t e d 

f a u l t . The f a u l t i n the San I s i d r o U n i t i s more 

of an e a s t - w e s t r u n n i n g f a u l t . 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



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 

78 

R ather than a c t u a l l y o f f s e t t i n g the 

beds t h a t t h e y ' r e producing, they have drape 

a c r o s s t h a t deep-seated basement f a u l t and the 

r o c k s a r e broken a c c o r d i n g l y . T h i s i s a c t u a l l y a 

v e r t i c a l d i s p l a c e m e n t through the i n t e r v a l t h a t 

we're t r y i n g to produce or wanting to produce 

from. 

Q. So you t h i n k i t w i l l produce 

d i f f e r e n t l y than t h a t a r e a , or can you draw any 

a n a l o g i e s from i t t h a t a r e h e l p f u l to you? 

A. The only analogy t h a t I can draw i s 

t h a t i t ' s the same package of r o c k s t h a t they 

produce from t h a t we're t a r g e t i n g h e r e . As f a r 

as the mechanics of the p r o d u c t i o n , I c a n ' t o f f e r 

an o p i n i o n . 

Q. J u s t to c l a r i f y my own mind, your 

q u e s t i o n w i t h r e s p e c t to the top, you've k i n d of 

got — t h e r e were two p a r t s to the q u e s t i o n 

r e a l l y : Number one, i f I heard you c o r r e c t l y , 

the top of the Mancos, as you've marked i t , i s 

e a s i e r to i d e n t i f y i n a l o g ; i s t h a t c o r r e c t , 

j u s t pure i d e n t i f i c a t i o n ? 

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

Q. And you've a l s o s t a t e d t h a t t h e r e i s 

the p o t e n t i a l t h a t t h e r e ' s some perhaps minor 
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p r o d u c t i o n from the a r e a between the top of the 

Mancos and the top of the A zone? 

A. A c t u a l l y i t ' s between the top of the 

Mancos and the 500 f e e t below the P o i n t Lookout 

top t h a t the committee p i c k e d . We have had 

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

the b a s i n . I t ' s minor, but i t has produced. 

Q. Having e x p r e s s e d your o p i n i o n t h a t the 

top of the Mancos would be a b e t t e r marker, i s 

t h a t o p i n i o n based upon both of those f a c t o r s , 

both the ease of i d e n t i f i c a t i o n and the p o t e n t i a l 

f o r r e c o v e r y from t h a t zone? 

A. T h a t ' s my o p i n i o n . 

MR. STOVALL: Okay. I have n o t h i n g 

f u r t h e r . 

EXAMINER CATANACH: Anything f u r t h e r ? 

The w i t n e s s may be excused. 

MR. STOVALL: You d i d n ' t g i v e Mr. 

K e l l a h i n a chance. 

EXAMINER CATANACH: I asked i f t h e r e 

was a n y t h i n g f u r t h e r . 

MR. KELLAHIN: I have a w i t n e s s . 

EXAMINER CATANACH: L e t ' s take a couple 

of minutes her e , Tom, b e f o r e we s t a r t on t h i s . 

[A r e c e s s was t a k e n . ] 
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EXAMINER CATANACH: C a l l t h e h e a r i n g 

back t o o r d e r . And, Mr. K e l l a h i n , you may 

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

MR. KELLAHIN: Thank y o u , Mr. 

Examiner. At t h i s t i m e I ' d l i k e t o c a l l Mr. A l 

Greer 

ALBERT R. GREER 

H a v i n g been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. G r e e r , w o u l d y o u , p l e a s e , s t a t e 

y o u r name and o c c u p a t i o n ? 

A. A l b e r t R. G r e e r . I'm a p e t r o l e u m 

e n g i n e e r . 

Q. Where do you r e s i d e , s i r ? 

A. F a r m i n g t o n . 

Q. Are you one o f t h e p r i n c i p a l s i n Benson 

M o n t i n and Greer D r i l l i n g C o r p o r a t i o n ? 

A. Yes, s i r . 

Q. And does y o u r company have a w o r k i n g 

i n t e r e s t p o s i t i o n i n t h e p r o p o s e d a r e a t h a t 

M e r r i o n seeks t o have spaced by t h i s Examiner? 

A. Yes, s i r . We have an i n t e r e s t i n t h e 

ac r e a g e i d e n t i f i e d as J o r d a n . 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

81 

Q. Have you had e x p e r i e n c e w i t h f r a c t u r e d 

Mancos r e s e r v o i r s i n the San Juan B a s i n of New 

Mex i co ? 

A. Yes, s i r . 

Q. D e s c r i b e f o r us what p a r t i c u l a r a r e a s 

t h a t you draw t h a t e x p e r i e n c e from. 

A. I ' v e s t u d i e d West L i n d r i t h , G a l l u p , 

Dakota, West Puerto C h i q u i t o , E a s t Puerto 

C h i q u i t o , G a v i l a n , and I made a c u r s o r y study of 

Rio Puerco. 

Q. Did you p a r t i c i p a t e as an e x p e r t 

w i t n e s s b e f o r e the Commission i n what i s 

c h a r a c t e r i z e d as the G a v i l a n Mancos h e a r i n g s ? 

A. Yes, s i r . 

Q. And you have made p r e s e n t a t i o n s to the 

Bureau of Land Management and to t h i s Commission 

w i t h r e g a r d s to your own o p e r a t i o n s i n the Canada 

Hito U n i t ? 

A. Yes, s i r . 

Q. I s t h a t f r a c t u r e d Mancos r e s e r v o i r 

product i o n ? 

A. Yes, s i r . 

Q. Have you p u b l i s h e d any t e c h n i c a l papers 

w i t h r e g a r d s to Mancos r e s e r v o i r s ? 

A. Yes, s i r . 
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Q. D e s c r i b e f o r us what your p u b l i c a t i o n s 

a r e . 

A. W e l l , I ' v e coauthored papers f o r the 

AAPG, one t e n , f i f t e e n y e a r s ago, then another 

one l a s t y e a r on West Puerto C h i q u i t o and l i t t l e 

summary s t u d i e s f o r the G e o l o g i c a l S o c i e t y i n 

northwest New Mexico. 

MR. KELLAHIN: Mr. Examiner, we tender 

Mr. Greer as an e x p e r t petroleum e n g i n e e r . 

EXAMINER CATANACH: Mr. Greer i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) Mr. G r e e r , b e f o r e we 

get i n t o the s p e c i f i c s of the proposed r u l e s and 

some of the d e t a i l s of your study, I ' d l i k e f o r 

you to g i v e us an overview as a r e s e r v o i r 

e n g i n e e r of the r e s e r v o i r c h a r a c t e r i s t i c s t h a t 

you i n your o p i n i o n would have b e l i e v e d to be 

a p p r o p r i a t e f o r the Mancos r e s e r v o i r t h a t t h i s 

a r e a i s s e e k i n g to space. 

What a r e the c r i t i c a l elements, and 

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

A. The p o t e n t i a l p r o d u c t i v e zone here i s a 

member of the Mancos f o r m a t i o n , f r a c t u r e d s h a l e . 

And the f r a c t u r e d s h a l e on the e a s t s i d e of the 

San Juan B a s i n i s c h a r a c t e r i z e d by low volumes of 
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o i l i n p l a c e . And i t ' s e x t r e m e l y m i s l e a d i n g to 

attempt to a n a l y z e the r e s e r v o i r from the 

s t a n d p o i n t of p r o d u c t i v i t y of w e l l s . 

A w e l l , f o r i n s t a n c e , t h a t produces a 

c e r t a i n volume of o i l from a sand r e s e r v o i r w i l l 

have an order of magnitude g r e a t e r o i l i n p l a c e 

than a w e l l w i t h the same c a p a c i t y p r o d u c i n g from 

f r a c t u r e d s h a l e . And t h i s m i s l e a d i n g 

c h a r a c t e r i s t i c has l e d to many problems w i t h 

r e s p e c t to s p a c i n g . 

The w e l l s w i l l b r i n g l a r g e a r e a s where 

t h e y ' r e connected w i t h a f r a c t u r e system, and 

most of t h e s e p o o l s have a v e r y c l e a r - c u t 

f r a c t u r e system w i t h i n the p o o l s . Some w e l l s a r e 

w e l l connected w i t h the f r a c t u r e system, some a r e 

not. But so f a r t h a t ' s been a c h a r a c t e r i s t i c of 

a l l t h e s e p o o l s . 

Q. Does the m a t r i x i n the r e s e r v o i r 

c o n t r i b u t e s i g n i f i c a n t o i l to u l t i m a t e r e c o v e r y 

i n t h e s e f r a c t u r e d Mancos r e s e r v o i r s ? 

A. W e l l , m a t r i x p o r o s i t y , as we o r d i n a r i l y 

t h i n k of i t , i s l i k e a sand p o r o s i t y . And i t ' s 

my o p i n i o n t h a t t h a t does not c o n t r i b u t e to 

p r o d u c t i o n i n t h e s e f r a c t u r e d Mancos r e s e r v o i r s . 

Q. Can a knowledgeable r e s e r v o i r e n g i n e e r 
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such as y o u r s e l f take i n f o r m a t i o n u t i l i z e d from a 

f r a c t u r e d Mancos r e s e r v o i r and apply c o n v e n t i o n a l 

sand r e s e r v o i r methodology to d e t e r m i n i n g 

r e c o v e r a b l e o i l i n the Mancos R e s e r v o i r ? 

A. No, s i r . I t ' s j u s t , as S t e v e Dunn 

s a i d , i t ' s j u s t a d i f f e r e n t a n i m a l . 

Q. How do you as a r e s e r v o i r e n g i n e e r 

s a t i s f y y o u r s e l f then about a p p r o p r i a t e s p a c i n g 

when you're d e a l i n g w i t h a new a r e a of p o t e n t i a l 

Mancos p r o d u c t i o n as proposed f o r the Rock Mesa 

a r e a ? 

A. W e l l , we found d e s p i t e the f a c t t h a t 

t h e r e i s a wide range of r e c o v e r i e s on, say, a 

per w e l l b a s i s of w e l l s i n t h e s e d i f f e r e n t p o o l s , 

t h e r e ' s a s m a l l e r range of r e c o v e r i e s on a per 

a c r e b a s i s . And when we look a t the pore volume 

of the r e s e r v o i r , i t ' s even more n e a r l y s i m i l a r , 

l i k e an onl y 2 - t o - l r a t i o of hydrocarbon pore 

space. 

Q. Does t h a t i n f o r m a t i o n t r a n s l a t e and 

become a p p l i c a b l e to an a r e a l i k e the Rock Mesa 

t h a t ' s proposed h e r e ? 

A. Yes, s i r . What i t means i n g e n e r a l and 

i n f i g u r e s t h a t we've come up w i t h f o r s o l u t i o n 

gas d r i v e , which i s about the only type of 
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r e c o v e r y we can expect i n t h i s a r e a , we're 

l o o k i n g a t 5 to 6 p e r c e n t of the o i l i n p l a c e as 

being r e c o v e r a b l e . 

And the o i l i n p l a c e runs from w i t h 

hydrocarbon pore space r o u g h l y 1,500 to 3,000 

b a r r e l s an a c r e , somewhere around 1,000 to 2,500 

b a r r e l s an a c r e . And so t h i s a l l means t h a t 

we're l o o k i n g a t about 100 to 150 b a r r e l s an a c r e 

of r e c o v e r a b l e r e s e r v e s . And t h a t ' s f o r high 

c a p a c i t y w e l l s , low c a p a c i t y w e l l s , they j u s t a r e 

i n t h a t range. 

Q. L e t me d i r e c t your a t t e n t i o n to Mr. 

Dunn's e x h i b i t i n which he has the s p r e a d s h e e t on 

economics. I t ' s E x h i b i t No. 4. Have you 

revi e w e d t h a t s p r e a d s h e e t p r i o r to today's 

h e a r i n g , Mr. G r e e r ? 

A. Yes, s i r . 

Q. I n your o p i n i o n i s t h a t an e f f e c t i v e 

and economic way to space t h i s p a r t i c u l a r a r e a so 

t h a t you have e f f e c t i v e and e f f i c i e n t w e l l s 

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

A. Yes, s i r . I t shows v e r y c l e a r l y t h a t 

i f one s t a r t s out on 320-acre s p a c i n g t h a t the 

b e s t you can look f o r i s m a r g i n a l economics. And 

i t j u s t doesn't make s e n s e to s t a r t o f f w i t h a 
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handicap i n which t h e r e ' s no r e a l i n c e n t i v e f o r 

an o p e r a t o r the make a p r o f i t . 640 a c r e s , as he 

shows here , i s the o n l y way to s t a r t out. 

Q. Mr. Dunn i n the f i r s t l i n e of h i s 

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

per w e l l of 125 b a r r e l s . 

A. Per a c r e ? 

Q. Yes, s i r . Do you see t h a t number? 

A. Yes, s i r . 

Q. I s t h e r e a r e a s o n a b l e e n g i n e e r i n g b a s i s 

f o r t h a t number i n your o p i n i o n ? 

A. Yes, s i r . T h a t ' s midway between 100 to 

150 b a r r e l s an a c r e t h a t we found throughout the 

e a s t s i d e f r a c t u r e d Mancos r e s e r v o i r f o r s o l u t i o n 

gas dr i v e . 

Q. D i r e c t your a t t e n t i o n to what we've 

marked as the BMG E x h i b i t No. 1. I s t h i s 

i n f o r m a t i o n you have t a b u l a t e d and p r e p a r e d ? 

A. Yes, s i r . 

Q. What were you t r y i n g to determine when 

you p repared t h i s ? 

A. I wanted to p o i n t out t h a t i n d i v i d u a l 

w e l l s t h a t have produced l a r g e volumes of o i l 

have not n e c e s s a r i l y been u n d e r l a i n by v e r y good 

o i l r e s e r v o i r or r e s e r v o i r s w i t h h i g h volumes of 
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o i l i n p l a c e . 

The range of r e c o v e r i e s of t h e s e Mancos 

Formation w e l l s on a w e l l b a s i s runs i n some 

a r e a s from 15- to 20,000 b a r r e l s a w e l l to as 

much as 1-mi 1 1 i o n - a n d - a - h a l f to 2 m i l l i o n 

b a r r e l s . T h a t ' s two o r d e r s of magnitude 

d i f f e r e n c e from one a r e a to the o t h e r . 

Looking at the same a r e a s on per a c r e 

r e c o v e r y , they run l i k e from 80 b a r r e l s an a c r e 

to 800 b a r r e l s an a c r e . And the 800 b a r r e l s an 

a c r e i s where the r e s e r v o i r i s such t h a t g r a v i t y 

d r a i n a g e has c o n t r i b u t e d s i g n i f i c a n t l y to the 

r e c o v e r y . T h a t ' s the main d i f f e r e n c e . 

Now, the hydrocarbon pore space 

c o v e r i n g t h e s e same a r e a s i s o n l y a 2 - t o - l r a t i o , 

1,500 to 3,000 b a r r e l s an a c r e . So the main 

d i f f e r e n c e then i n a r e a s i n which t h e r e a r e l a r g e 

r e c o v e r i e s per w e l l depends on two t h i n g s 

p r i m a r i l y : whether t h e r e ' s g r a v i t y d r a i n a g e and 

the amount of acreage a v a i l a b l e to each w e l l to 

d r a i n . 

Q. A l l r i g h t . L e t ' s take t h a t i n f o r m a t i o n 

and apply i t to the proposed Rock Mesa space 

a r e a . Would you expect to see a hydrocarbon pore 

space b a r r e l per a c r e volume i n the h i g h e r range 
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or i n the lower range? 

A. I would expect i t would be more i n the 

lower range here. 

Q. And what a c c o u n t s f o r t h a t ? 

A. W e l l , t h e r e ' s not as much what I would 

c a l l c h a r a c t e r on the r e s i s t i v i t y f e a t u r e of the 

e l e c t r i c l o g s which we found i n ot h e r a r e a s . And 

where t h e r e ' s high r e s i s t i v i t y , t h e r e appears to 

be more b r i t t l e zones t h a t respond b e t t e r to 

f r a c t u r i n g . 

Q. So then when Mr. Dunn u s e s what amounts 

to the 1500 b a r r e l s per a c r e pore volume space, 

i t ' s t r a n s l a t e d i n t o h i s s p r e a d s h e e t , t h a t 

becomes a r e l i a b l e number f o r you? 

A. Yes, s i r . I t ' s c e r t a i n l y not too 

high . 

Q. Mr. Dunn made r e f e r e n c e to an i n d u s t r y 

group t h a t was formed some time back to study 

Mancos p r o d u c t i o n . Were you p a r t of t h a t e f f o r t ? 

A. Yes, s i r . 

Q. Who o r g a n i z e d i t and what was the 

o b j e c t i v e and why was t h i s done? 

A. W e l l , Frank Chavez w i t h the OCD o f f i c e 

i n A z t e c was h o p e f u l t h a t he c o u l d b r i n g 

d i f f e r e n t companies t o g e t h e r who had been a t odds 
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i n some of the h e a r i n g s c o n c e r n i n g s p a c i n g of the 

f r a c t u r e d Mancos w e l l s to see i f t h e r e was some 

consensus t h a t c o u l d be re a c h e d or come up w i t h a 

p l a n f o r e x p l o r i n g f o r the f r a c t u r e d Mancos 

p r o d u c t i o n and a v o i d i n g the problems t h a t became 

e v i d e n t as the h e a r i n g s i n G a v i l a n p r o g r e s s e d . 

Q. P r o v i d e the Examiner w i t h a s h o r t 

summary of the background of G a v i l a n and the 

k i n d s of problems t h a t the o p e r a t o r s were 

e x p e r i e n c i n g i n G a v i l a n Mancos t h a t you a r e now 

s e e k i n g to a v o i d the next time you got ready to 

develop a Mancos r e s e r v o i r . 

A. Yes, s i r . The d i s c o v e r y w e l l i n the 

G a v i l a n a r e a found i t s e l f l o c a t e d between the 

West L i n d r i t h , G a l l u p - D a k o t a Pool, which i s 

spaced on 160 a c r e s , and West Puerto C h i q u i t o on 

the other s i d e w i t h 640 a c r e s and appeared to 

have c h a r a c t e r i s t i c s much c l o s e r to t h a t of West 

Puerto C h i q u i t o than of the pool on the west. 

Even so the o p e r a t o r s r e a l i z e d t h e r e ' s 

k i n d of a problem i n going from 160-acre 

s p a c i n g to 640-acre s p a c i n g , and g e n e r a l l y they 

thought -- the m a j o r i t y , I ' d say m a j o r i t y of 

those G a v i l a n thought t h a t they c o u l d --

Q. Excuse me, you're s o f t - s p o k e n , and we 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

90 

have c o m p e t i t i o n f o r your time. P l e a s e 

c o n t i n u e . 

A. The m a j o r i t y of the o p e r a t o r s thought 

t h a t maybe a p r a c t i c a l s o l u t i o n b e i n g i n between 

t h e s e two d i f f e r e n t l y spaced a r e a s would be to go 

hal f w a y between 320 a c r e s . And h o p e f u l l y t h e r e 

would be adequate r e s e r v e s to make i t economic. 

Q. Did t h a t prove out to be t r u e ? 

A. W e l l , to a c e r t a i n e x t e n t . What 

happened i n G a v i l a n was r e l a t i v e l y h igh c a p a c i t y 

w e l l s were developed. There was tremendous 

communication w i t h i n the pool and extended n o r t h 

f o r a township or more. And so the o r i g i n a l 

G a v i l a n w e l l s were d r a i n i n g l a r g e a r e a s . 

And the f i n a l r e c o v e r y i n G a v i l a n 

t u r n e d out to be l i k e 200 b a r r e l s an a c r e . But a 

good p a r t of t h a t was m i g r a t i o n from the n o r t h 

p a r t of G a v i l a n i n the Bear Canyon a r e a . And so, 

altho u g h some of the w e l l s were economic, o v e r a l l 

i t was not r e a l l y the k i n d of economics t h a t the 

i n d u s t r y s h o u l d have r e a l i z e d f o r the hi g h 

c a p a c i t y w e l l s t h a t were found i n G a v i l a n . 

Q. I n your o p i n i o n was i t determined t h a t 

the G a v i l a n a r e a r e p r e s e n t e d examples of w e l l s 

b eing d r i l l e d too c l o s e t o g e t h e r even when they 
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were d r i l l e d on 320-acre s p a c i n g ? 

A. Yes, s i r . I n the co u r s e of the G a v i l a n 

h e a r i n g s , the s p a c i n g i n a sen s e went from 160 

a c r e s to 320. And f i n a l l y the Commission's f i n a l 

r u l i n g s was 640 a c r e s f o r G a v i l a n w i t h an o p t i o n 

f o r a second w e l l . 

At the end of the development i n 

G a v i l a n , the n o r t h p a r t of G a v i l a n , the Bear 

Canyon a r e a , i t ' s been developed on a d r i l l 

d e n s i t y of about 1 w e l l to 1,000 a c r e s . That was 

k i n d of the sequence: 160 a c r e s , 320 a c r e s , 640 

a c r e s , 1,000 a c r e s . 

Q. What were the problems i d e n t i f i e d i n 

the G a v i l a n Mancos d i s p u t e s t h a t you a r e now 

s e e k i n g to a v o i d as p a r t of t h i s study group i n 

f o r m u l a t i n g g e n e r a l r u l e s then to apply to the 

unique n a t u r e of Mancos r e s e r v o i r s ? 

A. Simply t h a t i t ' s e a s i e r and s i m p l e r to 

down-space than i t i s to up-space. You j u s t 

c a n ' t u n d r i l l those u n n e c e s s a r y w e l l s . And i t ' s 

a v e r y s i m p l e p r o c e s s to down-space i f l a t e r on 

i t ' s determined t h a t t h a t ' s the way to go. 

Q. D e s c r i b e f o r us where the Rock Mesa 

a r e a i s i n r e l a t i o n to G a v i l a n Mancos and some of 

t h e s e other pools t h a t you've d e s c r i b e d . 
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A. Would be f i v e or s i x townships south of 

G a v i l a n . 

Q. L e t ' s t u r n to a d i s c u s s i o n , i f you 

w i l l , p l e a s e , of the s p e c i f i c r u l e s so t h a t we 

can get the b e n e f i t of the committee's d i s c u s s i o n 

on those r u l e s and what i s the u l t i m a t e d e c i s i o n 

of t h a t committee. 

A. W e l l , as you can imagine, where t h e r e 

was a committee r e p r e s e n t i n g o p e r a t o r s who had 

d i v e r s e o p i n i o n s , t h e r e were q u i t e a few 

d i s c u s s i o n s and each of the p o i n t s were d i s c u s s e d 

at l e n g t h . 

Q. L e t me i n t e r r u p t you. Members of t h i s 

committee were on both s i d e s of the i s s u e s i n the 

G a v i l a n Mancos h e a r i n g s , were they not? 

A. They were, y e s . 

Q. So you had a group of o p e r a t o r s t h a t 

were a c t i v e i n Mancos t h a t were g a t h e r i n g a l l 

p o i n t s of view? 

A. R i g h t . And Frank Chavez 1 concern was 

t h a t t h e r e would be a d d i t i o n a l w e l l s d r i l l e d 

e x p l o r i n g f o r the Mancos o u t s i d e of d e s i g n a t e d 

p o o l s and what s h o u l d the r u l e s be f o r those new 

w e l l s . And once p r o d u c t i o n was e s t a b l i s h e d i n an 

a r e a , then i n f o r m a t i o n from t h a t a r e a c o u l d be 
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used to change the r u l e s or develop a d d i t i o n a l 

r u l e s or modify the r u l e s or whatever. 

But to begin w i t h , i n order to a v o i d 

the problem of o v e r - d r i l l i n g , and i t ' s j u s t 

almost i m p o s s i b l e to a v o i d o v e r - d r i l i n g i f the 

s p a c i n g i s too s m a l l . I f an o p e r a t o r d r i l l s a 

c o m m e r c i a l l y p r o d u c t i v e w e l l or, say, one t h a t 

l o o k s even of a h i g h e r c a p a c i t y than what would 

o r d i n a r i l y be c o n s i d e r e d economic and the s p a c i n g 

i s 40 a c r e s and t h e r e ' s a man w i t h 40 a c r e s 

o f f s e t t i n g him on f i v e s i d e s , why t h e y ' r e going 

to go d r i l l them. 

And a l l of a sudden you've got an 

o v e r - d r i l l e d a r e a and then the problem of 

u p - s p a c i n g , r o y a l t y owner problems, working 

i n t e r e s t owner problems, a l l k i n d of problems. 

They're j u s t c o m p l e t e l y avoided by going the 

other way. 

Q. Was t h e r e a consensus among the 

p a r t i c i p a n t s i n the study group t h a t 6 4 0 - s p a c i n g 

was the a p p r o p r i a t e i n i t i a l temporary s p a c i n g 

p a t t e r n to apply to a Mancos r e s e r v o i r ? 

A. Yes, s i r . They were a l l agreed to 640 

a c r e s . The one problem which the committee 

r e c o g n i z e d and t r i e d to s o l v e i s t h a t you d r i l l 
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the w e l l on 640 a c r e s , and i t m i s s e s the 

f r a c t u r e s . 

Q. How d i d you a d d r e s s t h a t c o n c e r n ? 

A. That concern we a d d r e s s e d by making a 

p r o v i s i o n t h a t i f the f i r s t w e l l was a s m a l l 

w e l l , then t h e r e would be p e r m i s s i o n a l l o w e d to 

d r i l l a second w e l l on t h a t 640 a c r e s . But i f 

the f i r s t w e l l i s a high c a p a c i t y w e l l , i t 

o b v i o u s l y would d r a i n i t s a r e a , then t h e r e ' s no 

p o i n t i n d r i l l i n g t h a t second w e l l . I n f a c t , 

t h a t would be a m i s t a k e . 

And so I thought i t was a good 

s o l u t i o n . I n f a c t , I t h i n k a l l the members of 

the committee thought t h a t was a good compromise 

of going from a v e r y r i g i d 640-acre s p a c i n g to 

a l l o w the f l e x i b i l i t y of a second w e l l i f t h a t 

f i r s t w e l l and o n l y i f t h a t f i r s t w e l l was a poor 

producer. 

Q. How d i d the committee r e s o l v e the i s s u e 

of where w i t h i n the 640 a c r e s to l o c a t e t h a t 

i n i t i a l w e l l ? 

A. W e l l , a g a i n t h a t was the s u b j e c t of a 

l o t of d i s c u s s i o n . And t y p i c a l l y on 640-acre 

s p a c i n g , one would expect the s e t b a c k d i s t a n c e 

from the p r o r a t i o n u n i t s ' b o u n d a r i e s to be 
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r e l a t i v e l y h i g h , a t l e a s t a f o u r t h or maybe even 

a t h i r d of the width of the s p a c i n g u n i t . 

But here a g a i n the o p e r a t o r s wanted 

f l e x i b i l i t y i n l o c a t i n g t h e i r w e l l . And the 

re a s o n f o r t h a t was, as time p r o g r e s s e d and more 

i n f o r m a t i o n was developed p a r t i c u l a r l y w i t h 

r e s p e c t to s e i s m i c a c t i v i t y and the a b i l i t y to 

p i n p o i n t l o c a t i o n s b e t t e r than they had i n the 

p a s t and i f the f r a c t u r e zone t h a t the o p e r a t o r 

i n t e r p r e t s i s c l o s e to h i s boundary, he'd l i k e to 

get i n t o t h a t f r a c t u r e zone. The o f f s e t o p e r a t o r 

would j u s t as soon he doesn't. 

But the compromise t h e r e , and a g a i n I 

t h i n k i t ' s a good compromise, i s to a l l o w a l o t 

of f l e x i b i l i t y i n l o c a t i n g t h a t w e l l . And so f o r 

t h a t r e a s o n --

Q. W e l l , f l e x i b i l i t y w i t h i n the d r i l l i n g 

window t h a t s e t s back 990 from the ou t e r 

boundary ? 

A. R i g h t , w i t h i n the d r i l l i n g window and 

to make the d r i l l i n g window a b i g d r i l l i n g 

window. As was noted here a l i t t l e e a r l i e r , 

perhaps i f we're l o o k i n g at p o s s i b l y down-spacing 

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

to the c e n t e r of the q u a r t e r s e c t i o n to permit 
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t h a t . We c o n s i d e r e d t h a t . 

But p a r t i c u l a r l y , I t h i n k i t was Amoco 

and Mobil who were f e e l i n g b e t t e r about t h e i r 

a b i l i t y to i n t e r p r e t s e i s m i c work, they j u s t 

wanted l o t s of f l e x i b i l i t y i n l o c a t i n g t h a t f i r s t 

we 11 . 

And the net of i t was t h a t we f e l t l i k e 

the f l e x i b i l i t y i n l o c a t i n g the f i r s t w e l l 

overrode the concern of t r y i n g to put the w e l l i n 

the c e n t e r of a q u a r t e r s e c t i o n . 

Q. Were t h e s e a l l knowledgeable o p e r a t o r s 

w i t h e x p e r i e n c e i n Mancos r e s e r v o i r d r i l l i n g and 

product io n ? 

A. Oh, y e s , s i r , l o t s of e x p e r i e n c e . 

Q. What was the s o l u t i o n , i f any, w i t h 

r e g a r d s to people t h a t would ask f o r an 

unorthodox l o c a t i o n or a v a r i a n c e e x c e p t i o n to 

the 990 s e t b a c k ? 

A. We f e l t , and we had a p r e t t y good 

consensus on t h i s , t h a t i f we a l l o w e d going c l o s e 

to the boundary, by c l o s e we meant l i k e 990 f e e t , 

then to crowd beyond t h a t to the o f f s e t 

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

p e n a l t y . 

And so we d e c i d e d , w e l l , w e ' l l a l l o w a 
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l o t of f l e x i b i l i t y , l e t the o p e r a t o r get c l o s e to 

the l i n e , but not l e t him cheat on t h a t and get 

c l o s e r even than the r u l e s a l l o w e d w i t h o u t a 

s e v e r e p e n a l t y . 

Q. I n b a l a n c i n g the need f o r a wider 

s p a c i n g a r e a , the d e d i c a t i o n of 640 w i t h 

i n t e g r a t i n g a f l e x i b i l i t y i n terms of w e l l 

l o c a t i o n s , what d i d you u t i l i z e then as a p e n a l t y 

i f someone sh o u l d seek to get c l o s e r than 990 to 

the o u t e r boundary of t h i s s e c t i o n ? 

A. We d e c i d e d the b e s t t h i n g to do would 

be to take the d i s t a n c e of the a c t u a l bottom-hole 

l o c a t i o n of the w e l l , t h a t d i s t a n c e from the 

l i n e , d i v i d e i t by the a l l o w e d d i s t a n c e , 990 

f e e t , take t h a t q u o t i e n t and cube i t . And t h a t 

g i v e s -- f i r s t we t a l k e d about maybe t a k i n g the 

d i r e c t p r o p o r t i o n , and then we t a l k e d about 

t a k i n g the p r o p o r t i o n and s q u a r i n g i t . And t h a t 

d i d n ' t seem l i k e a s e v e r e enough p e n a l t y , and so 

the consensus was to cube i t . 

Q. We spent a l o t of time i n the G a v i l a n 

Mancos h e a r i n g s t a l k i n g about producing 

a l l o w a b l e s f o r a s p a c i n g u n i t . Did the committee 

a d d r e s s t h a t i s s u e ? 

A. Yes, s i r . We f e l t l i k e p r o b a b l y the 
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s t a n d a r d depth a l l o w a b l e f o r the a r e a s on the 

e a s t s i d e of the b a s i n would be 1280 b a r r e l s per 

day . 

Q. For 6 4 0 - s p a c i n g ? 

A. For 640-acre s p a c i n g . But one of the 

problems of having a r e a l h i g h a l l o w a b l e i s t h a t 

w i t h t h i s f r a c t u r e d r e s e r v o i r , i f we might make a 

comparison, say, we have two t r a c t s f a i r l y c l o s e 

t o g e t h e r , the same number of f r a c t u r e s i n the 

fo r m a t i o n i n each t r a c t , one t r a c t has -- the 

f r a c t u r e s a r e wider, the a p e r t u r e i s wider than 

i n the o t h e r , t h a t t r a c t w i t h the wider 

f r a c t u r e s , even though i t ' s the same number of 

f r a c t u r e s , w i l l have a h i g h e r p r o d u c t i v i t y than 

the o t h e r . I t w i l l a l s o have more o i l i n p l a c e 

than the o t h e r . 

But the problem i s t h a t the 

p r o d u c t i v i t y i n c r e a s e s a t a f a r g r e a t e r r a t e than 

the o i l i n space. And so the g r e a t e r the 

d i f f e r e n c e you have i n p r o d u c t i v i t y a c r o s s a 

pool, the g r e a t e r i s going to be the problem of 

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 . 

Q. Why i s t h a t t r u e ? 

A. W e l l , the w e l l s w i t h the h i g h e r 

p r o d u c t i v i t y w i l l d r a i n not o n l y t h e i r t r a c t s , 
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t h e y ' l l d r a i n the other t r a c t s . So we de c i d e d to 

come down from the 1280 b a r r e l s . Some d i d n ' t 

want to come v e r y f a r . And i t was another one of 

those compromises. My p e r s o n a l o p i n i o n i s i t 

sho u l d be 2- or 300 b a r r e l s a day, but as a 

compromise, the committee s e t t l e d on 800. 

Q. Did the committee d i s c u s s or a d d r e s s 

c o n t r o l l i n g the gas w i t h d r a w a l r a t e s by some 

g a s - o i l r a t i o l i m i t a t i o n t h a t was o t h e r than 

e x i s t s i n the s t a t e w i d e r u l e ? 

A. We j u s t thought t h a t ' s what we would go 

w i t h . 

Q. At l e a s t f o r an i n i t i a l temporary s e t 

of r u l e s , t h a t was an i s s u e t h a t was of con c e r n 

and c o u l d be a d d r e s s e d l a t e r ? 

A. Yes, s i r . 

Q. I t was d i s c u s s e d e a r l i e r i n the h e a r i n g 

today the language and c h o i c e of words here under 

Rule 2 w i t h r e g a r d s to nonstandard s p a c i n g or 

p r o r a t i o n u n i t s . B efore we d e a l w i t h the a c t u a l 

language of the r u l e , d e s c r i b e f o r us whether or 

not t h i s was p e r c e i v e d to be a p a r t i c u l a r problem 

i n a d d r e s s i n g nonstandard p r o r a t i o n u n i t s , and i f 

so, what were you w o r r i e d about? 

A. Okay. We were t h i n k i n g about a p p l y i n g 
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t h i s to the whole e a s t s i d e of the San Juan 

B a s i n . There c o u l d be townships w i t h — s h o r t 

townships and s h o r t s e c t i o n s , perhaps v e r y uneven 

s e c t i o n s . 

Q. And those e x i s t up i n the San Juan 

B a s i n ? 

A. R i g h t . So we wanted to cover t h a t 

s i t u a t i o n . Of c o u r s e as i t a p p l i e s h e r e , Rock 

Mesa doesn't look l i k e , j u s t from c u r s o r y 

o b s e r v a t i o n of the map, t h a t we're going to have 

the k i n d of problems t h a t we want to a d d r e s s 

here . 

But r a t h e r than t r y to change the 

committee's work to a d d r e s s p a r t i c u l a r l y the Rock 

Mesa, i t j u s t seemed l i k e i t was b e s t to, as much 

as we c o u l d , use e x a c t l y the same language t h a t 

the committee had i n i t s recommendations because 

we d i d n ' t see how i t c o u l d h u r t a n y t h i n g . 

Q. Are t h e r e any o t h er r u l e s here i n the 

proposed temporary r u l e s t h a t you and I have not 

s p e c i f i c a l l y commented on t h a t we might need to 

a d d r e s s ? 

A. W e l l , I might p o i n t out something about 

t h i s n o t i c e t h i n g t h a t was d i s c u s s e d a l i t t l e 

e a r l i e r . At the time the committee was doing i t s 
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work was b e f o r e so much a t t e n t i o n has been p l a c e d 

on the problem of n o t i c e . We a t t h a t time were 

not as concerned or aware of the problems t h a t 

might develop. 

Q. W e l l , w i t h o u t r e g a r d to the s p e c i f i c 

language, l e t ' s have you a d d r e s s the k i n d s of 

elements t h a t you thought ought to be 

ac c o m p l i s h e d i n a r u l e i n which someone i s 

s e e k i n g a v a r i a n c e or a nonstandard p r o r a t i o n 

u n i t . For example, whom d i d you t h i n k would be 

r e a s o n a b l y e n t i t l e d to n o t i c e of t h a t type of 

r e q u e s t ? 

A. F i r s t , what we were t h i n k i n g about was 

the s h o r t s e c t i o n s , and say i t was 320, 

a p p r o x i m a t e l y 300 or 400 a c r e s i n a s e c t i o n , 

okay, we d i d n ' t want a normal a p p r o v a l p r o c e s s to 

apply here; t h a t t h e r e s h o u l d be a n o t i c e and 

h e a r i n g u n l e s s the o f f s e t o p e r a t o r s d i d n ' t o b j e c t 

to i t . 

And so t h a t was k i n d of how we reached 

t h a t compromise i s i f t h e r e was going to be a b i g 

d i f f e r e n c e from the 640 a c r e s , i t j u s t s h o u l d not 

be approved a d m i n i s t r a t i v e l y ; they s h o u l d have to 

go to h e a r i n g u n l e s s the o f f s e t o p e r a t o r s d i d n ' t 

o b j e c t . 
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Q. What's the r e a s o n f o r making t h a t 

p a r t i c u l a r p r o v i s i o n more r e s t r i c t i v e than we 

might see a p p l i e d to o t h er sand r e s e r v o i r s or 

e l s e w h e r e ? 

A. W e l l , i t j u s t c o u l d i n i t s e l f c r e a t e 

the v e r y same problems we're concerned about of 

o v e r - d r i l l i n g . I f t h e r e ' s a s h o r t s e c t i o n and 

the man d r i l l s a w e l l on 320 a c r e s and he's got 

the f u l l a l l o w a b l e , the people o f f s e t t i n g him 

then a r e b eing d r a i n e d i f t h e y ' r e on 640. 

Q. And p r e t t y soon the e x c e p t i o n becomes 

the r u l e ? 

A. T h a t ' s e x a c t l y r i g h t . 

Q. We t a l k e d a w h i l e ago about the 

v e r t i c a l l i m i t s of the p ool, and t h a t ' s more 

s p e c i f i c than the g e n e r a l r u l e s . But t h e r e was 

d i s c u s s i o n about the v e r t i c a l l i m i t s of the pool 

being l a r g e enough to a d e q u a t e l y d e s c r i b e a l l the 

p o t e n t i a l p r o d u c t i v e i n t e r v a l s i n the Mancos and 

y e t not be so broad t h a t you encompass p r o d u c t i o n 

t h a t does not f i t w i t h i n t h i s type of r u l e . 

A. The p r o d u c t i o n t h a t we found so f a r on 

the e a s t s i d e , e a s t s i d e of the b a s i n , was w i t h i n 

t h e s e l i m i t s which we p i c k e d . I don't see t h a t 

t h a t ' s a r e a l l y hard and f a s t t h i n g . But one 
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t h i n g the committee d i d r e c o g n i z e was the 

d i f f i c u l t y i n p i c k i n g some p a r t i c u l a r p o i n t 

w i t h i n the Mancos. So t h a t ' s why we s e l e c t e d a 

p o i n t above t h a t t h a t was e a s i l y i d e n t i f i e d on a 

log and go from t h e r e . 

So I don't r e a l l y , i n view of the 

d i s c u s s i o n e a r l i e r t h i s morning, I don't see a 

r e a l problem w i t h whatever the Commission wants 

f o r the top of the zone. My p e r s o n a l o p i n i o n i s 

t h a t what they found back i n Canyon Largo to the 

west w i l l not occur h e r e , but t h a t ' s j u s t my 

o p i n i o n . 

Q. L e t ' s t a l k s p e c i f i c a l l y then about the 

Rock Mesa proposed boundary and a r e a . There was 

some a d d i t i o n a l q u e s t i o n s t h a t were more s i t e 

s p e c i f i c to t h i s p a r t i c u l a r a r e a . One of those 

i s how do you s o l v e the i s s u e of d e s c r i b i n g a 

h o r i z o n t a l boundary f o r the a r e a i n which to 

apply t h e s e s p e c i a l r u l e s ? 

From your p e r s p e c t i v e as an e n g i n e e r , 

can you lend us any comfort t h a t t h e r e i s a 

r e a s o n a b l e s t a r t i n g p l a c e to the a c r e a g e t h a t ' s 

proposed to be s u b j e c t by t h e s e r u l e s f o r t h i s 

p a r t i c u l a r pool? 

A. My p e r s o n a l o p i n i o n i s i t doesn't make 
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any d i f f e r e n c e . I f the OCD would l i k e to have a 

s m a l l e r d e f i n e d a r e a t h a t , f o r i n s t a n c e , f i t s the 

proposed u n i t , I don't see t h a t as a b i g 

problem. I don't see i t g a i n s a n y t h i n g . 

Had we adopted the committee's 

recommendation the way i t was made, then the 

whole e a s t s i d e of the b a s i n would be s u b j e c t to 

640-acre s p a c i n g . 

Then the thought was: You d r i l l a 

w e l l , you get p r o d u c t i o n , then you determine the 

pool r u l e s . W e l l , you're not going to determine 

i t from the f i r s t w e l l . I t ' s probably going to 

take a d d i t i o n a l w e l l s and two or t h r e e y e a r s 

b e f o r e enough i n f o r m a t i o n i s developed to 

determine what the pool r u l e s s h o u l d be. 

I n the meantime, had we thought of the 

committee's recommendation e n t i r e l y and the whole 

e a s t s i d e i s based on 640 a c r e s , then anyone 

anywhere i n t h i s a r e a would have to d r i l l on 640 

a c r e s u n t i l they had accumulated i n f o r m a t i o n such 

as t h a t . 

So I don't see a l o t of d i f f e r e n c e i n 

what t h e y ' r e doing h e r e . Somebody c o u l d come 

out, I guess, over a m i l e away from the proposed 

a r e a here and d r i l l on 40 a c r e s . I t doesn't make 
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much sens e to me, but i f t h a t ' s the way the 

Commission would l i k e to go, w e l l , t h a t ' s t h e i r 

p r e r o g a t i v e . 

But c e r t a i n l y f o r t h i s a r e a i n which 

the o p e r a t o r s propose the u n i t and p l a n to d r i l l , 

i t needs to be p r o t e c t e d by 640-acre s p a c i n g . 

Q. I n order to adopt e f f i c i e n t and 

economic r u l e s f o r t h i s p a r t i c u l a r r e s e r v o i r , i n 

your o p i n i o n can the D i v i s i o n apply the p r o c e s s 

of t a k i n g an i n i t i a l d i s c o v e r y on any p a r t i c u l a r 

s p a c i n g and then, as development o c c u r s , expand 

the pool? What's wrong w i t h doing t h a t ? 

A. W e l l , you're apt to wind up w i t h too 

many w e l l s i f you don't have the r e s t r i c t i o n of 

p r e v e n t i n g the d r i l l i n g of u n n e c e s s a r y w e l l s . 

Once a man has d r i l l e d a w e l l on, say, 80 a c r e s 

and he's made h i s D i v i s i o n order and he pays h i s 

r o y a l t y owners on t h a t b a s i s and then the 

d e c i s i o n i s to up-space, t h e r e a r e a l o t of v e r y 

unhappy r o y a l t y owners t h a t a l l of a sudden t h e i r 

r o y a l t y i s cut i n h a l f or a f o u r t h and they don't 

l i k e i t , and you can u n d e r s t a n d t h a t . 

Down-spacing i s so much s i m p l e r . I f 

you have a w e l l on 640 a c r e s and s p a c i n g i s 640, 

you down-space to 320, a l l the Commission has to 
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do i s say f o r the e x i s t i n g p r o r a t i o n u n i t s , 

t h e r e ' s a second w e l l p e r m i t t e d on t h a t 640 

a c r e s . 

That r o y a l t y t h a t ' s been g e t t i n g 2 

p e r c e n t of the p r o d u c t i o n from t h a t 640 a c r e s i n 

the p a s t w i l l i n the f u t u r e get 2 p e r c e n t of the 

640 a c r e p r o d u c t i o n from two w e l l s now i n s t e a d of 

one. You may not even have to w r i t e a new 

D i v i s i o n order f o r him. And then the o t h e r 

t r a c t s , on which t h e r e a r e no w e l l s d r i l l e d , 

w e l l , they j u s t s i m p l y go to 320-acre s p a c i n g . 

So i t ' s v e r y s i m p l e to down-space. 

Up-spacing i s v e r y d i f f i c u l t . 

Q. Merrion has proposed t h i s c o n f i g u r a t i o n 

to be c o n s i s t e n t w i t h the a r e a they s c r i b e d f o r 

t h e i r a n t i c i p a t e d f e d e r a l - s t a t e u n i t ? 

A. Yes, s i r . 

Q. Can you draw from your e x p e r i e n c e i n 

the Canada H i t o U n i t to g i v e us any comments w i t h 

r e g a r d s to ha v i n g s p a c i n g be c o n s i s t e n t and 

conform to the same p a t t e r n w i t h i n the c o n f i n e s 

of the u n i t ? 

A. The Department of I n t e r i o r over the 

y e a r s has had a l o t of changes i n p e r s o n n e l , and 

from time to time they have a d i f f e r e n t i d e a s . 
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But i n g e n e r a l what the u n i t agreements c a l l f o r 

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

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

Once you e s t a b l i s h p r o d u c t i o n , then you 

form a p a r t i c i p a t i n g a r e a . And you go to the 

BLM, who now has the a u t h o r i t y to determine t h e s e 

t h i n g s , and you submit a p l a n of development each 

y e a r . 

And t h a t p i an of development t y p i c a l l y 

i s approved by the BLM. Where t h e r e a r e s t a t e 

l a n d s i n v o l v e d , the s t a t e has the r i g h t to look 

over t h a t p l a n , and the OCD has the r i g h t a l s o to 

look over t h a t p l a n . 

When a l l t h r e e of t h e s e a u t h o r i t i e s 

have approved the p l a n , then t h a t ' s how you 

proceed w i t h a d d i t i o n a l development. And s p a c i n g 

w i l l have a b e a r i n g on the a d d i t i o n a l development 

and where the w e l l s a r e l o c a t e d . 

Q. Based upon your r e v i e w and study and 

background knowledge of the Mancos r e s e r v o i r , i n 

your o p i n i o n i s a p p r o v a l of M errion's a p p l i c a t i o n 

i n t h i s c a s e w a r r a n t e d and j u s t i f i e d i n order to 

p r e v e n t waste and p r o t e c t c o r r e l a t i v e r i g h t s ? 

A. Yes, s i r . 

MR. KELLAHIN: That c o n c l u d e s my 
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ex a m i n a t i o n of Mr. Gr e e r . We move the 

i n t r o d u c t i o n of h i s E x h i b i t No. 1. 

EXAMINER CATANACH: E x h i b i t No. 1 w i l l 

be a d m i t t e d as e v i d e n c e . 

Mr. P a d i l l a ? 

EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Greer, would t h e r e be g r a v i t y 

d r a i n a g e i n t h i s proposed pool? 

A. I n my o p i n i o n t h e r e ' s not enough 

s t r u c t u r a l r e l i e f to p r o v i d e g r a v i t y d r a i n a g e . I 

t h i n k t h a t ' s v e r y u n l i k e l y . A f t e r d r i l l i n g w e l l s 

we may f i n d t h a t i t ' s d i f f e r e n t from what we 

t h i n k now. But at t h i s j u n c t u r e i t would seem to 

me not 1 i k e l y . 

Q. E s s e n t i a l l y you have a f l a t r e s e r v o i r ? 

A. Or g e n t l y s l o p i n g . 

Q. But i t ' s not l i k e your West Puerto 

C h i q u i t o — 

A. No, s i r . 

Q. -- Pool t h a t has a b i g s l a n t to i t ? 

A. No, s i r . I would not expect t h a t . 

Q. How does d r a i n a g e -- w e l l , how i s 

d r a i n a g e a f f e c t e d by the f a c t t h a t you have 

g r a v i t y d r a i n a g e i n , say, the West Puerto 
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C h i q u i t o Pool and i n t h i s pool where you don't 

have — 

A. Where we don't have i t ? 

Q. -- where you may not have i t ? 

A. Okay. The d i f f e r e n c e i s t h a t what 

we're l o o k i n g at here f o r a r e c o v e r y mechanism i s 

s i m p l y s o l u t i o n gas d r i v e , or some people c a l l i t 

d i s s o l v e d gas d r i v e . And i t ' s , you know, a v e r y 

i n e f f i c i e n t r e c o v e r y method. But a t t h i s p o i n t 

i t l o o k s l i k e t h a t ' s a l l we have to go by. 

Q. W e l l , I guess t h e r e i s — what you're 

s a y i n g — t h e r e may be some i n f l u e n c e w i t h r e g a r d 

to d r a i n a g e i f you have g r a v i t y d r a i n a g e coupled 

w i t h , say, a s o l u t i o n gas d r i v e ? 

A. G r a v i t y d r a i n a g e can h e l p s i g n i f i c a n t l y 

i n i n c r e a s i n g the r e c o v e r y . 

Q. And i t would make more s e n s e i n t h a t 

s e n s e to have wider s p a c i n g ? 

A. I t ' s an o p t i o n t h a t we took advantage 

of i n West Puerto C h i q u i t o . 

Q. You c e r t a i n l y had more f l e x i b i l i t y 

p r o b a bly i n West Puerto C h i q u i t o i n the way you 

c o n f i g u r e d t h a t u n i t — 

A. R i g h t . 

Q. — and the pool i t s e l f and how you 
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developed the pool h a v i n g g r a v i t y d r a i n a g e ? 

A. R i g h t . I'm a f r a i d we don't have t h a t 

o p t i o n h e r e . 

Q. Mr. G reer, you seemed to make a 

d i s t i n c t i o n between e a s t f l a n k and west f l a n k , 

and I'm c u r i o u s about why t h e r e ' s a d i s t i n c t i o n 

between at l e a s t e a s t f l a n k and west f l a n k . 

A. W e l l , the e a s t f l a n k of the San Juan 

B a s i n ? Simply t h a t ' s what Frank Chavez wanted us 

to c o n c e n t r a t e on. So t h a t ' s a l l t h a t the 

committee looked at was t h i s a r e a t h a t he asked 

us to s t udy. 

Q. Now, how many of the f r a c t u r e d Mancos 

poo l s t h a t you've s t u d i e d a r e on the west bank — 

or the west f l a n k ? 

A. The ones t h a t I s t u d i e d a r e on the e a s t 

f l a n k . 

Q. And the Rio Puerco i s on the e a s t 

f l a n k ? 

A. Yes, s i r . 

MR. STOVALL: L e t me make s u r e t h a t 

we're a l l t a l k i n g the same t h i n g . Why don't you 

d e f i n e f o r us what you mean by the e a s t f l a n k . 

My t h i n k i n g i s the west f l a n k would be somewhere 

out near 13 West. I'm not s u r e we're a l l t a l k i n g 
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i n the same terms. 

THE WITNESS: T h a t ' s my view too. We 

have some p r o d u c t i o n on the west f l a n k of the 

b a s i n where the f o r m a t i o n d i p s i n from the west, 

and I t h i n k t h a t you can probably use t h a t . I 

don't know what Prank had i n mind, but g e n e r a l l y 

i t ' s on the e a s t f l a n k of the b a s i n where the 

fo r m a t i o n s a r e d i p p i n g to the west or southwest 

or northwest or on the e a s t f l a n k of the b a s i n . 

MR. STOVALL: Townships or ranges, say 

1, 2, and maybe 3 West? 

THE WITNESS: 3, 4. 

MR. STOVALL: Depending on where you 

are on the c u r v e ? 

THE WITNESS; Maybe 5 or 6 West, 

uh-huh. 

MR. STOVALL: So when you're t a l k i n g 

about e a s t f l a n k , t h a t ' s what you mean? 

THE WITNESS: R i g h t . T h a t ' s what the 

committee looked a t . 

Q. (BY MR. PADILLA) Mr. Greer, what was 

the t i m e t a b l e of the committee? When d i d you 

s t a r t your meetings? 

A. I t h i n k i t was i n 88 and 89, as I 

r e c a l l . We met, as I r e c a l l , f o r about a y e a r , 
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y e a r - a n d - a - h a l f maybe. 

Q. And you developed t h e s e r u l e s a t t h a t 

t ime ? 

A. Yes, s i r . 

Q. And then you gave them to Mr. Chavez, I 

take i t , or what happened? 

A. R i g h t . We gave them to Mr. Chavez. My 

u n d e r s t a n d i n g i s Mr. Chavez s e n t them down here 

to Santa Fe, and my u n d e r s t a n d i n g i s they got 

b u r i e d down h e r e . 

Q. So n o t h i n g happened u n t i l t h i s h e a r i n g 

i n 1992, t h r e e y e a r s l a t e r , t h e r e a b o u t s ? 

A. R i g h t . 

Q. Did the committee make any s p e c i f i c 

recommendations w i t h r e g a r d to t h i s p a r t i c u l a r 

p o o l , the Rock Mesa Pool? 

A. Oh, no. I t made no s p e c i f i c 

recommendations to any p o o l . I t was to cover the 

a r e a f o r which t h e r e were no d e s i g n a t e d p o o l s . 

Q. You s t u d i e d the s o - c a l l e d e a s t f l a n k 

r e g a r d l e s s of what may have been t h e r e ? 

A. R i g h t . 

Q. Did you study o t h e r p o o l s t h a t were not 

n e c e s s a r i l y Mancos? 

A. Oh, no. We d e a l t s t r i c t l y w i t h the 
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Mancos. 

Q. And t h a t was on the e n t i r e e a s t --

A. E a s t f l a n k . 

Q. -- e a s t f l a n k . L e t me ask you about 

the G a v i l a n Mancos Po o l . You s t a t e d t h a t i n the 

n o r t h e r n p o r t i o n of t h a t you had e f f e c t i v e 

s p a c i n g of something l i k e 1,000 a c r e s ; i s t h a t 

what you s a i d ? 

A. Yes, s i r . The d r i l l d e n s i t y , I 

b e l i e v e , i n n o r t h G a v i l a n i n the Bear Canyon a r e a 

the l a s t time I looked at i t i s r i g h t about 1,000 

a c r e s a wel1. 

Q. Are t h e r e d i f f e r i n g -- l e t ' s see what 

you c a l l i t -- o i l r e s e r v e s f o r w i t h i n , say, even 

the G a v i l a n Pool? 

A. We l l , t h e r e a r e a r e a s i n which w e l l s 

have been d r i l l e d w i t h low c a p a c i t i e s and high 

c a p a c i t i e s . Where t h e r e ' s w e l l s t h a t have low 

c a p a c i t i e s , the f r a c t r e a t m e n t j u s t d i d n ' t r e a c h 

out and get i n t o the f r a c t u r e system, which i s 

probably what happened. And whether t h e r e i s a 

v e r y s i g n i f i c a n t d i f f e r e n c e of o i l i n p l a c e per 

a c r e , I t h i n k i s not l i k e l y . I t ' s j u s t a 

q u e s t i o n of the degree of f r a c t u r i n g around the 

w e l l and how s u c c e s s f u l you a r e i n hooking i t up 
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w i t h your system. 

J u s t o v e r a l l , the o i l i n p l a c e , the 

hydrocarbon pore space i s j u s t v e r y uniform 

throughout. 

Q. You mentioned one a r e a , the G a v i l a n 

Mancos Pool around Bear Canyon. Were those --

why were those w e l l s h i g h e r c a p a c i t y than the 

ot h e r w e l l s ? 

A. I'm not s u r e t h a t they were h i g h e r 

c a p a c i t y than the o t h e r s . 

Q. Did they produce more o i l ? 

A. No, I t h i n k they d i d not. 

Q. But weren't t h e r e some w e l l s i n the 

G a v i l a n Mancos t h a t were much b e t t e r p r o d u c e r s 

than o t h e r s ? 

A. Oh, y e s . C e r t a i n l y those t h a t had 

h i g h e r c a p a c i t y t h a t got i n t o the f r a c t u r e 

system. 

Q. I n your o p i n i o n t h a t ' s the o n l y 

d i f f e r e n c e i s whether you connected w i t h the 

f r a c t u r e system? 

A. [Nodded.] 

Q. I r r e s p e c t i v e of whether you were, say, 

on the outer l i m i t s of the pool? 

A. W e l l , when you get to the edge of the 
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pool, of c o u r s e t h e r e i s l e s s p o s s i b i l i t y of 

g e t t i n g i n t o the good f r a c t u r e system. J u s t how 

t h a t a l l works, we don't know. But we have found 

t h a t the r e s e r v o i r c o v e r s the e n t i r e a r e a . And 

we have used w e l l s w i t h s m a l l c a p a c i t i e s , w e l l s , 

f o r i n s t a n c e , t h a t made, oh, 4- or 5,000 b a r r e l s , 

l i k e the ones t h a t were p o i n t e d out here i n Rock 

Mesa. T h a t ' s a l l they would produce. 

And y e t we've used those w e l l s and 

u s i n g them r i g h t today as o b s e r v a t i o n w e l l s to 

determine the r e s e r v o i r p r e s s u r e . So t h e y ' r e i n 

communication, j u s t not v e r y good communication. 

Q. As I u n d e r s t a n d your f i g u r e of 125 

b a r r e l s per a c r e , t h a t ' s an average f i g u r e ; 

c o r r e c t ? 

A. For s o l u t i o n gas d r i v e , y e s . 

Q. I f you have a -- w e l l , s t r i k e t h a t . 

How d i d you — t e l l me a g a i n how you 

compiled t h i s 125 b a r r e l f i g u r e . 

A. How d i d we a r r i v e at i t ? 

Q. How d i d you a r r i v e a t i t ? 

A. F i r s t we t r i e d to determine and I t h i n k 

d i d determine to a r e a s o n a b l e degree of a c c u r a c y 

the hydrocarbon pore space w i t h i n t e r f e r e n c e 

t e s t s , f r a c p u l s e t e s t s , and i n some i n s t a n c e s 
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where the r e s e r v o i r had r e a c h e d a f a r enough 

s t a g e of d e p l e t i o n and the i n f o r m a t i o n was 

a v a i l a b l e where we c o u l d use m a t e r i a l b a l a n c e to 

get back to the i n i t i a l r e s e r v o i r volumes, then 

from r e l a t i v e p e r m e a b i l i t i e s and how r e l a t i v e 

p e r m e a b i l i t y i s a f f e c t e d by and the 

c h a r a c t e r i s t i c s i t has f o r f r a c t u r e d r e s e r v o i r s , 

then from c o n v e n t i o n a l a n a l y s e s of s o l u t i o n gas 

d r i v e , we can a r r i v e a t t h i s 5 or 6 p e r c e n t . 

Then we can go back and t a k e , f o r 

i n s t a n c e , West L i n d r i t h , Mancos-Dakota, a l t h o u g h 

the Dakota i s mixed up i n t h e r e , Conoco had done 

some t e s t i n g as to how much p r o d u c t i o n came from 

the Dakota, how much from the Mancos. And by 

m a t e r i a l b a l a n c e we put those t h i n g s back, and we 

come up w i t h the same answer. 

And so we've made c o n s i d e r a b l e amount 

of t e s t i n g and study, and i t a l l g e t s back to 

s o l u t i o n gas d r i v e i s i n t h i s g e n e r a l range. I f 

you've got more than 125 to 150 b a r r e l s an a c r e , 

something e l s e has probably happened to g i v e you 

the h i g h e r r e c o v e r i e s . 

Q. I n the West Puerto C h i q u i t o Pool and 

the Canada H i t o U n i t , d i d you u n i t i z e t h a t f i r s t ? 

A. Yes, s i r . As a matter of f a c t , I t h i n k 
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we had only one or two w e l l s i n the a r e a when we 

asked the Commission to e s t a b l i s h a 

t h r e e - t o w n s h i p pool, which they d i d . I don't 

t h i n k the Commission had ever done t h a t b e f o r e , 

but they d i d i t i n t h i s i n s t a n c e . And I might 

say t h a t i t ' s proved to be a v e r y w i s e t h i n g to 

do . 

Q. But do you c o n t r o l the d r i l l i n g through 

the u n i t , i n other words — 

A. I n i t i a l l y we had most of the a c r e a g e 

w i t h i n the u n i t a r e a . The u n i t forms about maybe 

h a l f of the pool. 

Q. But you were a b l e through the u n i t 

agreement to c o n t r o l where you d r i l l e d i n order 

to determine what k i n d of s p a c i n g you s h o u l d have 

f o r the u n i t ? 

A. W e l l , of c o u r s e , we came to the 

Commission a f t e r we ran the t e s t s and developed 

i n f o r m a t i o n . And, of c o u r s e , i n i t i a l l y i t was on 

4 0 - a c r e s p a c i n g . And then we asked the 

Commission f o r a 160-acre temporary o r d e r . And 

then we went beyond t h a t f o r a 320-acre temporary 

o r d e r . And f i n a l l y we got up to a 640-acre 

permanent o r d e r . 

And so w i t h i n the pool and w i t h i n the 
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u n i t , the w e l l s were spaced on 640 a c r e s . And i f 

a person had not j o i n e d the u n i t and wanted to 

d r i l l a w e l l on t h a t s p a c i n g u n i t , then of c o u r s e 

we had to come to the Commission and f o r c e - p o o l 

the p a r t y , or they c o u l d have come and 

f o r c e - p o o l e d us. 

Q. I f they wanted t o ? 

A. I f they wanted t o . 

Q. But you i n i t i a l l y developed i n f o r m a t i o n 

to d e c i d e what type of s p a c i n g ? 

A. T h a t ' s when we i n i t i a l l y began to f i n d 

out what the f r a c t u r e d Mancos was l i k e . And then 

when we s t u d i e d other p o o l s , we found s i m i l a r 

t h i n g s . 

MR. PADILLA: I don't t h i n k I have 

a n y t h i n g f u r t h e r . 

EXAMINER CATANACH: Anything, Mr. 

R o b e r t s ? 

MR. ROBERTS: No, I have no q u e s t i o n s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Greer, who s e l e c t e d the p a r t i e s 

t h a t p a r t i c i p a t e d i n the committee s t u d y ? 

A . Frank Chavez. 

Q. I s i t my u n d e r s t a n d i n g t h a t the 
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committee was i n t o t a l agreement on a l l t h e s e 

proposed r u l e s at the c o n c l u s i o n of the s t u d y ? 

A. Oh, we each had our own o p i n i o n s as to 

each of the i t e m s . And what came out was a 

consensus of what we would a l l agree to and 

s u p p o r t . 

Q. Okay. With r e g a r d s to Rule No. 2, the 

c r i t e r i a f o r a l l o w i n g the d r i l l i n g of a second 

w e l l , the p r o d u c t i o n c r i t e r i a , 50 b a r r e l s a day 

and 350 Mcf per day, i s t h e r e any s i g n i f i c a n c e to 

those f i g u r e s ? 

A. No. They were j u s t a r b i t r a r y f i g u r e s 

of what's a s m a l l enough volume of o i l t h a t you 

ought to be a b l e to go d r i l l another p a r t of the 

t r a c t . I f , f o r i n s t a n c e , the w e l l would make 2-

or 300 b a r r e l s a day, the f e e l i n g was t h a t i t 

would a d e q u a t e l y d r a i n i t s s p a c i n g u n i t , and i t 

would be improper to d r i l l a second w e l l . 

Q. Say a f t e r a p e r i o d of s i x months i f a 

w e l l was producing 51 b a r r e l s a day --

A. W e l l , t h a t ' s of c o u r s e a problem t h a t 

you always f a c e . 

Q. And i t was the consensus t h a t they 

s h o u l d not be a l l o w e d to d r i l l another w e l l ? 

A. That was the h a r d - f a s t l i n e i n d r i l l i n g 
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the sand. 

MR. STOVALL: How about 301 Mcf of 

c u b i c gas? 

THE WITNESS: I f I might add, t h a t 

might be a p l a c e where somebody would ask f o r a 

h e a r i n g and t a l k about i t . And of c o u r s e , as you 

know, anyone can always do t h a t . 

Q. (BY EXAMINER CATANACH) The p r o c e d u r e s 

t h a t you guys o u t l i n e d f o r a p p r o v a l of 

nonstandard p r o r a t i o n u n i t s , was i s i t your 

i n t e n t t h a t a l l of t h e s e be p l a c e d on the docket? 

A. Yes. I guess t h a t ' s what we had i n 

mind. Perhaps we s h o u l d have come up w i t h , s ay, 

w e l l , i f i t ' s w i t h i n 10 or 15 a c r e s , i t c o u l d be 

approved a d m i n i s t r a t i v e l y . We d i d n ' t go t h a t 

f a r . 

As I i n d i c a t e d e a r l i e r , a t t h a t time 

n o t i c e was not such a problem as i t i s now. And 

so we d i d n ' t a d d r e s s the t h i n g s t h a t you're 

concerned about now. So t h e r e ' s no problem t h a t 

I see i n modifying t h a t . And one r e a s o n I hadn't 

p a i d much a t t e n t i o n to i t i s I don't t h i n k i t 

w i l l apply here i n t h i s a r e a . 

EXAMINATION 

BY MR. STOVALL: 
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Q. Mr. Greer, i f we wrote t h i s r u l e , t h i s 

s p e c i f i c r u l e , would i t be r e a s o n a b l e to say, 

come up w i t h , say, a range, s m a l l e r range, l i k e 

say 600 to 700 a c r e s or something l i k e t h a t ? 

A. And approve — 

Q. Do i t a d m i n i s t r a t i v e l y ? The b i g g e s t 

problem w i t h t h i s i s once you put i t on the 

docket, you c a n ' t then ten days b e f o r e the docket 

say, w e l l , i t ' s a d m i n i s t r a t i v e now. Once i t ' s on 

the docket, i t ' s on the docket? 

A. R i g h t . 

Q. Any p a r t y has the o p p o r t u n i t y to appear 

at t h a t h e a r i n g and r e q u e s t --

A. C e r t a i n l y I ' d t h i n k f o r t h i s s i t u a t i o n , 

as I i n d i c a t e d e a r l i e r , I d i d n ' t t h i n k i t had 

ever come up and been an i s s u e . But I c e r t a i n l y 

don't see a n y t h i n g wrong w i t h t a k i n g your 

s u g g e s t i o n of 600 to 700 and doing i t 

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

Q. Then i f i t ' s o u t s i d e those l i m i t s , i t 

j u s t becomes a h e a r i n g c a s e ? 

A. Yeah, o u t s i d e t h a t l i m i t . 

Q. Again we're only t a l k i n g about 

s i t u a t i o n s where i t ' s the s u r v e y t h a t c a u s e s the 

problem and not going to a nonstandard p a r t i a l 
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s e c t i o n or m u l t i p l e s e c t i o n u n i t ? 

A. R i g h t . 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. Okay. With r e g a r d s to Rule No. 3, I 

b e l i e v e you s t a t e d t h a t the committee thought i t 

was b e t t e r or more important to have the 

f l e x i b i l i t y i n l o c a t i n g the f i r s t w e l l than i t 

was to c o n s i d e r down-spacing problems? 

A. Yes. That was d i s c u s s e d a t l e n g t h . 

Uh-huh. 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. You heard my q u e s t i o n s to Mr. Dunn and 

my thought t h a t maybe you ought to push the w e l l 

more towards the c e n t e r of a q u a r t e r s e c t i o n to 

a v o i d the p o t e n t i a l c l u s t e r i n g of w e l l s ? 

A. R i g h t . 

Q. What's your o p i n i o n w i t h r e s p e c t to my 

quest i o n ? 

A. I f the blamed r e s e r v o i r was uniform 

enough, then I would agree 100 p e r c e n t w i t h you. 

The problem i s t h a t we have t h e s e f r a c t u r e 

t r e n d s . They're hard to determine, hard to 

f i n d . Each company i s going to have h i s own i d e a 
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about how to f i n d them and where to l o c a t e h i s 

we 11 . 

And the committee j u s t f e l t l i k e t h a t 

f l e x i b i l i t y of t r y i n g to f i n d the spot to put 

your w e l l j u s t overrode the o t h e r c o n c e r n of 

t r y i n g to be c l o s e to the c e n t e r of a q u a r t e r 

s e c t i o n . 

Q. What about the i d e a of, I mean i f 

t h a t ' s how you f e e l , what would your o p i n i o n be 

p u t t i n g a minimum d i s t a n c e between w e l l s so t h a t 

i f you go to d r i l l t h a t i n f i l l w e l l i t ' s not 20 

f e e t away from the w e l l you've a l r e a d y got? 

A. I t h i n k t h a t ' s a r e a s o n a b l e p r o v i s i o n . 

We d i d not d i s c u s s t h a t a t a l l . But i t ' s 

c e r t a i n l y a r e a s o n a b l e p r o v i s i o n . 

Q. Could you r e c o g n i z e i t as probably the 

f i r s t time you've thought about i t ; what k i n d of 

d i s t a n c e would you suggest would be k i n d of a 

r e a s o n a b l e approach to t h a t ? 

A. W e l l , okay, a g a i n we're going to have 

to g i v e the guy a f l e x i b i l i t y I would t h i n k on 

the second w e l l . I f i t ' s a dog, I don't b e l i e v e 

he's going to t r y to crowd i t . So i t might not 

be, you know, t h a t much of a problem. But I 

t h i n k we had -- what i t has to be i n a d i f f e r e n t 
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q u a r t e r s e c t i o n . I b e l i e v e t h a t was the only 

c o n s t r a i n t we p l a c e on i t . 

Q. How about 660 f e e t ? 660 f e e t between 

w e l I s ? 

A. I t h i n k you can go f a r t h e r than t h a t . 

You s h o u l d be a b l e to go 1,000 f e e t , I would 

t h i n k , e a s i l y on a 640-acre t r a c t . 

Q. I p i c k e d t h a t number — assuming i f you 

took my o r i g i n a l premise of 330 and you put two 

330s, then you'd say a minimum d i s t a n c e of 660, 

a c c o m p l i s h the same. T h a t ' s how I came up w i t h 

i t . S t i l l would g i v e you some f l e x i b i l i t y , but 

g i v e you the same t h i n g as 330 f e e t from the 

boundary? 

A. I see no problem i n ha v i n g t h a t . I 

r e a l l y don't t h i n k t h a t i t ' s going to be an i s s u e 

because i f t h a t f i r s t w e l l i s a poor w e l l the man 

pro b a b l y i s going to --

Q. Try to get as f a r away from i t as you 

can? 

A. R i g h t . 

Q. Mr. Gr e e r , l o o k i n g f u r t h e r down on Rule 

3, the d i r e c t i o n a l , Mr. Dunn t e s t i f i e d as to the 

re a s o n f o r p u t t i n g a d i r e c t i o n a l s u r v e y 

requirement i n . Am I c o r r e c t i n k i n d of 
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i n t e r p r e t i n g or assuming t h a t when you're d e a l i n g 

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

what's happening i n the rock c o u l d cause you to 

d e v i a t e and get some s i g n i f i c a n t d e v i a t i o n ? 

A. W e l l , e i t h e r t h a t or a d e l i b e r a t e 

l e t t i n g the b i t d r i f t up-dip or whatever t h a t the 

o f f e n d i n g o p e r a t o r might get c l o s e r to the l i n e 

than what you would o r d i n a r i l y expect i f you 

d r i l l e d a good v e r t i c a l h o l e . 

Q. We assume t h a t ' s not going to happen. 

A. So t h a t was the purpose of t h a t , was to 

make s u r e t h a t the man wouldn't c h e a t . 

Q. And why not j u s t , s ay, get a s u r v e y i n 

a l l c a s e s and --

A. W e l l , the r e a s o n — 

Q. -- have some g r e a t e r requirement than 

j u s t s i m p l y have a w a i v e r , have some showing t h a t 

t h e r e i s an u n l i k e l i h o o d of ha v i n g encroached on 

the 990-foot l i m i t even i f you're on your own 

o f f s e t ? 

A. We l l , I p e r s o n a l l y would h e s i t a t e to 

recommend an e x p e n s i v e s u r v e y i n e v e r y i n s t a n c e , 

you know, u n l e s s i f i t ' s n e c e s s a r y , f o r 

p r o t e c t i o n , w e l l , okay. But I would not 

recommend i t as a s t a n d a r d p r a c t i c e . 
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Q. L e t ' s say the a b i l i t y to waive i t 

perhaps be c o n t i n g e n t not only on who the o f f s e t 

i s but some i n f o r m a t i o n from your d r i l l i n g 

r e p o r t s t h a t would i n d i c a t e t h a t i t was u n l i k e l y 

t h a t t h e r e was s u b s t a n t i a l encroachment; would 

t h a t be burdensome to put t h a t a d d i t i o n a l 

r equirement ? 

A. I t h i n k , you know, from an e q u i t y 

s t a n d p o i n t t h a t sounds f i n e . From a p r a c t i c a l 

s t a n d p o i n t of how do you g a t h e r t h a t i n f o r m a t i o n 

and a s s e s s i t and a l l t h a t , i t might not be too 

p r a c t i c a l to t r y to do t h a t . 

Q. (BY EXAMINER CATANACH) How about, Mr. 

G r e e r , i f you used the d e v i a t i o n s u r v e y and i t 

i n d i c a t e d t h a t i t was p o s s i b l e t h a t the w e l l 

c o u l d be d e v i a t i n g more than 200 f e e t , c o u l d you 

then r e q u i r e a d i r e c t i o n a l s u r v e y ? 

A. I t h i n k the OCD c o u l d r e q u i r e whatever 

i t wants. And I don't know — l e t ' s s e e . 

Q. (BY MR. STOVALL) D e v i a t i o n a l s u r v e y s 

a r e done as a matter of c o u r s e , a r e n ' t they, i n 

d r i l l i n g ? 

A. R i g h t . 

Q. They're r e q u i r e d ? 

A. R i g h t . 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

15 

1 6 

1 7 

18 

19 

20 

2 1 

22 

23 

24 

25 

127 

Q. You c o u l d assume maximum d e v i a t i o n and 

then do a c a l c u l a t i o n and say i t c o u l d be over 

100 f e e t , so t h e r e f o r e we w i l l not waive the 

r e q u i rement ? 

A. You c o u l d do t h a t . Again, i f the 

o f f s e t o p e r a t o r doesn't o b j e c t , and as Steve 

i n d i c a t e d t h i s morning, the o f f s e t o p e r a t o r might 

be the same as the one t h a t d r i l l e d the w e l l so 

he's not going to c a r e i f you crowded the l i n e . 

Q. W e l l , he doesn't c a r e , but i t may not 

be the most e f f i c i e n t way to get i n t o the 

r e s e r v o i r . He may be a g a i n d r a i n i n g the same 

r e s e r v e , but we can t h i n k about t h a t . 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. With r e g a r d s to the automatic p e n a l t y 

once you encroach on the s e t b a c k , I don't know 

t h a t i t would be a -- do you t h i n k i t would be a 

problem w i t h i n a u n i t ? I mean, i f an o p e r a t o r 

f e l t he had to d r i l l an unorthodox l o c a t i o n , 

wouldn't he be h u r t i n g h i m s e l f and h i s i n t e r e s t 

owners i n the u n i t i f he had to take t h i s p e n a l t y 

on the w e l l ? 

A. W e l l , I guess t h e r e ' s -- a g a i n a n y t h i n g 

can happen t h a t we haven't f o r e c a s t . And i f we 
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come up w i t h s i t u a t i o n s l i k e , f o r i n s t a n c e , we 

t h i n k t h a t the f a u l t t h a t runs through t h e r e i s 

going to cause f r a c t u r i n g on both s i d e s , i t may 

t u r n out t h a t t h e r e ' s more throw to i t than we 

t h i n k . I t may be a c e i l i n g f a u l t r a t h e r than 

c a u s i n g f r a c t u r e s both ways. I t c o u l d be t h e r e ' s 

no communication a c r o s s the f a u l t . 

Any of t h e s e t h i n g s I t h i n k would be 

cause f o r o p e r a t o r s to come back to the 

Commission and say, w e l l , h e r e ' s an e x c e p t i o n ; we 

ask f o r a s p e c i a l h e a r i n g to c o n s i d e r t h i s 

problem. And I t h i n k the one you pose c o u l d be 

i n t h a t c a t e g o r y . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. I n other words, t r e a t not g e t t i n g a 

p e n a l t y as an e x c e p t i o n to the r u l e r a t h e r than 

imposing a p e n a l t y f o r an e x c e p t i o n to the r u l e ; 

do you f o l l o w me? 

A. I'm not s u r e I f o l l o w e d you. 

Q. What you're s u g g e s t i n g i s t h e r e ' s an 

automa t i c p e n a l t y i f you're an unorthodox 

l o c a t ion? 

A. R i g h t . 

Q. So i f you come i n f o r an unorthodox 
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l o c a t i o n , t h e n you w o u l d seek an e x c e p t i o n t o t h e 

a u t o m a t i c p e n a l t y ? 

A. R i g h t . 

Q. Got you. W i t h r e s p e c t t o Rule 5, 

t h e r e ' s a p r o v i s i o n h e r e f o r k e e p i n g r e c o r d s 

c o n f i d e n t i a l f o r 365 day s , w h i c h i s e s s e n t i a l l y 

a b o u t f o u r t i m e s as l o n g as t h e r u l e s c u r r e n t l y 

p r o v i d e ; i s t h a t c o r r e c t ? 

A. W e l l , I d o n ' t know. We d e v e l o p e d t h a t 

i n F r a n k ' s p r e s e n c e , and I assumed t h a t — i n 

f a c t , i t was my u n d e r s t a n d i n g t h a t t h e Commission 

keeps r e q u e s t e d c o n f i d e n t i a l i n f o r m a t i o n 

c o n f i d e n t i a l f o r a y e a r , b u t I may be wrong. 

Q. I b e l i e v e t h e c u r r e n t r u l e i s 90 days. 

MR. KELLAHIN: I t ' s 90 days. 

THE WITNESS: I s i t ? W e l l , a t t h a t 

t i m e we t h o u g h t i t was 365. 

Q. (BY MR. STOVALL) I guess my q u e s t i o n 

w o u l d be why w o u l d y o u r e x p l o r a t o r y e f f o r t s i n 

t h i s r e s e r v o i r e n t i t l e y ou t o g r e a t e r p r o t e c t i o n 

t h a n , say, somebody e l s e ' s e x p l o r a t o r y e f f o r t s 

somewhere e l s e ? 

A. I d o n ' t know. Has i t been 90 days f o r 

a l l t h e s e y e a r s ? 

Q. For a t l e a s t as l o n g as I ' v e been i n 
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h e r e . 

A. Okay. Then our c o m m i t t e e c o n s i d e r e d 

t h i s an e x c e p t i o n . 

Q. A l l r i g h t . Now, I guess y o u ' r e a t a 

h a n d i c a p t o answer t h e q u e s t i o n because you 

d i d n ' t know i t was an e x c e p t i o n . I t h i n k t h e 

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

and spend some money t o e x p l o r e a r e s e r v o i r , you 

oug h t t o be e n t i t l e d t o t a k e a d v a n t a g e o f t h a t 

f o r a w h i l e . 

My q u e s t i o n w o u l d be: Why w o u l d t h i s 

r e s e r v o i r e n t i t l e you t o t a k e a d v a n t a g e o f t h a t 

any l o n g e r t h a n any o t h e r e x p l o r a t o r y e f f o r t s i n 

a new p r o s p e c t ? 

A. Okay. W e l l , I can answer t h a t . 

Q. Okay. 

A. T y p i c a l l y i t ' s g o i n g t o t a k e you l o n g e r 

h e r e t o know w h a t ' s g o i n g on t h a n i n o t h e r 

r e s e r v o i r s . I ' v e seen i n s t a n c e s i n w h i c h i t t o o k 

us s e v e r a l months t o g e t t h e f r a c o i l l o w e r e d 

back b e f o r e we even knew what t h e w e l l w o u l d 

p r o d u c e . So, yeah, t h e r e i s a r e a s o n , a r e a s o n 

f o r i t . I d o n ' t r e c a l l — we d i d n ' t d i s c u s s t h a t , 

b u t t h e r e i s a r e a s o n . 

Q. Do you know — I'm assuming t h a t 
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M e r r i o n i s p r o p o s i n g t h e u n i t , b u t a p p a r e n t l y Mr. 

Dunn d o e s n ' t know what t y p e o f u n i t . Do you know 

i f i t ' s p r o p o s e d t o be a d i v i d e d o r u n d i v i d e d 

u n i t ? 

A. Yes, s i r . We d i s c u s s e d b o t h t h e 

d i v i d e d u n i t and t h e u n d i v i d e d u n i t . And t h e 

f e e l i n g o f t h e main owners i n t h e u n i t a r e a i s 

t h a t we w o u l d l i k e t o go t h e u n d i v i d e d r o u t e . 

Q. Which w o u l d make t h e e n t i r e u n i t a 

p a r t i c i p a t i n g a r e a ; i s t h a t c o r r e c t ? 

A. W e l l , i n a sense, t h e n you have 

e q u a l i z e d i n t e r e s t s t h r o u g h o u t . But we've f o u n d 

and we were h o p e f u l t h a t we m i g h t g e t 100 p e r c e n t 

o f t h e p e o p l e t h a t owned a c r e a g e w i t h i n t h e u n i t 

t o go f o r t h a t k i n d o f a u n i t . We've s i n c e f o u n d 

a t l e a s t one who d o e s n ' t want t o do t h a t 

r e p r e s e n t e d by Mr. P a d i l l a h e r e t o d a y . 

So t h e n e t o f i t i s t h e n t h a t we w i l l 

have a d i v i d e d t y p e u n i t , b u t t h e owners who 

w o u l d l i k e t o have an u n d i v i d e d u n i t w i l l p o o l 

t h e i r i n t e r e s t s so t h a t as among t h e m s e l v e s t h e i r 

i n t e r e s t s w i l l be u n d i v i d e d . 

Q. I assume y o u ' r e g o i n g t o d e s i g n t h e 

a c c o u n t i n g s y s t e m f o r t h i s , Mr. Greer? 

A. W e l l , we've done i t many t i m e s i n t h e 
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p a s t . 

MR. STOVALL: I d o n ' t t h i n k I ' v e g o t 

any o t h e r q u e s t i o n s . 

EXAMINER CATANACH: I d o n ' t b e l i e v e I 

have any q u e s t i o n s e i t h e r . A n y t h i n g f u r t h e r o f 

t h i s w i t n e s s ? 

MR. STOVALL: B e f o r e we go o f f t h e 

r e c o r d o r c o m p l e t e t h i s c a s e , Mr. Exa m i n e r , 

d u r i n g t h e b r e a k one o f t h e p e o p l e who i s i n 

a t t e n d a n c e , Mr. Goad, you a r e a p a r t y who owns 

l e a s e i n t e r e s t s somewhere i n t h e a r e a and you've 

r e c e i v e d n o t i c e o f t h i s h e a r i n g ; i s t h a t 

c o r r e c t ? 

MR. GOAD: Yes. Uh-huh. I j u s t s t a k e d 

f o u r s i t e s two weeks ago. 

MR. STOVALL: B e f o r e you go any 

f u r t h e r , I'm g o i n g t o s u g g e s t s i n c e you've made 

t h e e f f o r t t o come up h e r e and s i t t h r o u g h t h e 

h e a r i n g t h a t p e r h a p s you e n t e r an app e a r a n c e 

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

f u t u r e r i g h t s w h i c h you m i g h t have t o p a r t i c i p a t e 

i n w h a t e v e r p r o c e e d i n g s . I f you'd l i k e t o do 

t h a t , i f you'd s t a t e y o u r name f o r t h e c o u r t 

r e p o r t e r and t h e n --

MR. GOAD: A l l r i g h t . 
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MR. STOVALL: -- i f you'd l i k e t o say 

a n y t h i n g e l s e , i t c e r t a i n l y w o u l d be a p p r o p r i a t e . 

MR. GOAD: My name i s C h a r l e s M. Goad, 

G-o-a-d, and I'm o p e r a t i n g under d/b/a as GOLA 

O i l , G-O-L-A, Company. And I r e c e i v e d a 

r e g i s t e r e d n o t i c e o f what was g o i n g t o t r a n s a c t 

h e r e , and I came up t o see i f I w o u l d be o f 

i n t e r e s t i n i t o r n o t . 

MR. STOVALL: For t h a t p u r p o s e and j u s t 

f o r y o u r i n f o r m a t i o n now, you a r e o f f i c i a l l y a 

p a r t y t o t h i s p r o c e e d i n g ? 

MR. GOAD: Yes. 

MR. STOVALL: And w e ' l l g e t -- any 

f u r t h e r a c t i v i t y w h i c h m i g h t t a k e p l a c e i n t h e 

c o u r s e o f t h i s h e a r i n g , you w i l l be a p a r t y , and 

i f you w o u l d make s u r e t h a t we g e t y o u r a d d r e s s 

so we can e n t e r t h a t i n t h e r e c o r d . 

MR. GOAD: A l l r i g h t . 

MR. STOVALL: H a v i n g t a k e n c a r e o f 

t h a t , I have n o t h i n g f u r t h e r . 

EXAMINER CATANACH: I b e l i e v e we had a 

s t a t e m e n t by Mr. McCord. Would you l i k e t o make 

a s t a t e m e n t a t t h i s t i m e ? 

MR. McCORD: Thank you, Mr. Examin e r . 

I'm K e v i n McCord. I'm r e p r e s e n t i n g R o b e r t L. 
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B a y l e s s from Farmington. Mr. B a y l e s s along w i t h 

Mr. Greer has i n t e r e s t i n the Jordan O i l 

i n t e r e s t s t h a t ' s shown on your p l a t t h e r e . 

We're i n support of the Merrion 

a p p l i c a t i o n . We were a l s o q u i t e i n v o l v e d w i t h 

the G a v i l a n problems when those a r o s e and agree 

t h a t t h i s i s a v e r y good way to take c a r e of 

those t y p e s of problems by s t a r t i n g w i t h a l a r g e r 

a r e a and p o s s i b l y working down to s m a l l e r s p a c i n g 

i f i t ' s a p p r o p r i a t e . 

So we r e q u e s t t h a t the Commission hear 

Merrion's c a s e . And we f e e l even though i t ' s 

p r e t t y much a landmark way of doing t h i n g s t h a t 

i t makes an awful l o t of s e n s e i n t h i s c a s e . 

Thank you. 

EXAMINER CATANACH: Would c o u n s e l l i k e 

to g i v e any c l o s i n g s t a t e m e n t s at a l l , b r i e f 

c l o s i n g s t a t e m e n t s ? I t ' s up to you. 

MR. ROBERTS: I would p a s s . 

MR. KELLAHIN: P a s s . 

MR. PADILLA: The only t h i n g I have to 

say i s t h a t , I guess, I ' d have to echo what Mr. 

McCord s a i d . I t i s a landmark and i t ' s c e r t a i n l y 

a d i f f e r e n t procedure than what has been adopted 

or what has been f o l l o w e d by the D i v i s i o n i n the 
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p a s t as f a r as s p a c i n g cases a r e c o n c e r n e d . 

We r e a l l y d o n ' t see any i n f o r m a t i o n 

t h a t w o u l d -- t h a t i s c o m p e l l i n g as f a r as t h e 

s p a c i n g o t h e r t h a n t h e c o m m i t t e e work. And 

t h a t ' s n o t t o say t h a t i t ' s r i g h t o r wrong. I t ' s 

s i m p l y s a y i n g t h a t most o f t h e t i m e s p a c i n g i s on 

t h e b a s i s o f g e o l o g i c o r e n g i n e e r i n g d a t a s e t t i n g 

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

MR. KELLAHIN: I need t o r e s p o n d t o Mr. 

P a d i l l a ' s comment. 

EXAMINER CATANACH: I t h o u g h t you 

m i g h t . 

MR. KELLAHIN: Perhaps Mr. P a d i l l a d i d 

n o t know t h a t t h e Commission a d d r e s s e d t h i s t y p e 

o f a p p r o a c h back i n September o f 1984. I n a 

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

McCue, t h e o t h e r b r o u g h t by Mesa Grande. I ' v e 

n e g l e c t e d t h e o r d e r number, b u t I ' l l s u p p l y i t t o 

you . 

I t was Case No. 8350 f r o m McCue, and 

Mesa Grande's was 8286. And what we d i d i n t h a t 

case i s r e s p a c e t h e D a k o t a , I b e l i e v e , t o a 

3 2 0 - a c r e s p a c i n g o r a t l e a s t t o 160 t o c o n f o r m t o 

t h e s p a c i n g i n t h e G a v i l a n Mancos a t t h a t t i m e . 

Not o n l y was t h e s p a c i n g case p r e s e n t e d 
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by McCue a t t h a t t i m e , based o n l y on economic 

c o n s i d e r a t i o n s , t h e r e was e v i d e n c e c o n t r a r y t o 

t h a t i n t e r m s o f t h e d r a i n a g e i n t h e Dak o t a . 

So i t was an even more u n u s u a l example 

o f t h e Commission a d o p t i n g an economic argument 

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

p r o d u c t i o n i n t h e Dakota a t t h a t t i m e . 

So t h e r e i s a p r e c e d e n t f o r t h i s . And 

we t h i n k i t c e r t a i n l y f a l l s w i t h i n t h e scope and 

r e q u i r e m e n t s o f t h e O i l & Gas A c t t o do e x a c t l y 

what t h e s e p a r t i e s a r e p r o p o s i n g be a c c o m p l i s h e d 

h e r e so t h a t we do n o t have t o r e p e a t t h e 

m i s t a k e s t h a t were g e n e r a t e d i n G a v i l a n Mancos. 

Perhaps Mr. C a r r and I a r e t h e o n l y 

ones t h a t s t i l l w o u l d l i k e t o see a n o t h e r G a v i l a n 

Mancos case. I have a d a u g h t e r g o i n g t o s c h o o l , 

and I c o u l d use t h e income. But e v e r y o n e e l s e 

says once i s enough and we n e v e r need t o do t h a t 

a g a i n and h e r e ' s a chance n o t t o do t h a t p r o b l e m 

o v e r . 

EXAMINER CATANACH: Thank y o u , Mr. 

K e l l a h i n . 

MR. STOVALL: Mr. Exami n e r , I'm g o i n g 

t o t a k e a r a t h e r u n p r e c e d e n t e d s t e p h e r e and 

o f f e r one o t h e r t h i n g w h i c h has n o t been 
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d i s c u s s e d and t h a t i s t h e f a c t t h a t t h e r e i s a 

new awareness o f s u b m i t t i n g t h o s e e n v i r o n m e n t a l 

i s s u e s . 

And I t h i n k i n t a k i n g an u p - s i z e 

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

we a r e c h a r g e d w i t h c e r t a i n l y e n v i r o n m e n t a l 

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

t h e scope o f t h o s e . And so t h a t i s a s m a l l 

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

b u t t h a t may a l s o be a d i s c u s s i o n . I'm s u r e i t 

i s i n t h e mind o f t h e BLM. 

So I j u s t t h o u g h t I ' d t h r o w a n o t h e r 

w r i n k l e i n t o i t . I know you l o v e t o have me 

a l w a y s do s o m e t h i n g new and d i f f e r e n t when we 

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

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r , Case 10478 w i l l be t a k e n under 

a d v i s e m e n t , and t h i s h e a r i n g i s a d j o u r n e d . 

[And t h e p r o c e e d i n g s were c o n c l u d e d 

a t t h e a p p r o x i m a t e hour o f 1:10 p.m.] 

' * > hereby certify , h a , . 
« «»"Pfeie record o n l l H 
" * &«mln.r hearing Lf c " ^ " ! ? A 

~ O i i ^ n s e r v a t f o T D h ^ n ^ ' E x a m / n e r 

RODRIGUEZ-VESTAL REPORTING 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) s s . 

COUNTY OF SANTA FE ) 

I , Debbie V e s t a l , C e r t i f i e d Shorthand 

R e p o r t e r and Notary P u b l i c , HEREBY CERTIFY t h a t 

the f o r e g o i n g t r a n s c r i p t of p r o c e e d i n g s b e f o r e 

the O i l C o n s e r v a t i o n D i v i s i o n was r e p o r t e d by me; 

t h a t I caused my notes to be t r a n s c r i b e d under my 

p e r s o n a l s u p e r v i s i o n ; and t h a t the f o r e g o i n g i s a 

t r u e and a c c u r a t e r e c o r d of the p r o c e e d i n g s . 

I FURTHER CERTIFY t h a t I am not a 

r e l a t i v e or employee of any of the p a r t i e s or 

a t t o r n e y s i n v o l v e d i n t h i s matter and t h a t I have 

no p e r s o n a l i n t e r e s t i n the f i n a l d i s p o s i t i o n of 

t h i s mat t e r . 

WITNESS MY HAND AND SEAL JUNE 11, 1992. 

DEBBIE VESTAL, RPR 
NEW MEXICO CSR NO. 3 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

IN THE MATTER OF CASE NO. 10,478 
BEING REOPENED PURSUANT TO THE 
PROVISIONS OF DIVISION ORDER NO. 
R-9701 

ORIGINAL 

CASE NO. 10 ,478 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

J u l y 7, 1994 

Santa Fe, New Mexico 

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

Conservation D i v i s i o n on Thursday, J u l y 7, 1994, a t Morgan 

H a l l , State Land O f f i c e B u i l d i n g , 310 Old Santa Fe T r a i l , 

Santa Fe, New Mexico, before Steven T. Brenner, C e r t i f i e d 

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

* * * 

CUMBRE COURT REPORTING 
(505) 984-2244 
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I N D E X 

J u l y 7, 1994 
Examiner Hearing 
CASE NO. 10,478 

REPORTER'S CERTIFICATE 

* * * 

A P P E A R A N C E S 

FOR THE DIVISION: 

RAND L. CARROLL 
Atto r n e y a t Law 
Legal Counsel t o the D i v i s i o n 
State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 
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WHEREUPON, the following proceedings were had at 

1:02 p.m.: 

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

10,478. 

MR. CARROLL: I n the matter of Case No, 10,478 

being reopened pursuant t o the p r o v i s i o n s of D i v i s i o n Order 

No. R-97 01, which order created the Rock Mesa-Mancos O i l 

Pool i n Sandoval County and promulgated Temporary Special 

Rules and Regulations f o r sai d p o o l , i n c l u d i n g a p r o v i s i o n 

f o r 640-acre spacing and p r o r a t i o n u n i t s . 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l f o r 

appearances i n t h i s case. 

There being no appearances i n t h i s case, Case 

10,478 w i l l be taken under advisement a t t h i s time. 

And t h i s hearing i s adjourned. 

(Thereupon, these proceedings were concluded a t 

l:03 p.m.) 

* * * 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) SS. 

COUNTY OF SANTA FE 

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

and Notary P u b l i c , HEREBY CERTIFY t h a t the f o r e g o i n g 

t r a n s c r i p t of proceedings before the O i l Conservation 

D i v i s i o n was reported by me; t h a t I t r a n s c r i b e d my notes; 

and t h a t the foregoing i s a t r u e and accurate r e c o r d of the 

proceedings. 

employee of any of the p a r t i e s or att o r n e y s i n v o l v e d i n 

t h i s matter and t h a t I have no personal i n t e r e s t i n t h e 

f i n a l d i s p o s i t i o n of t h i s matter. 

I FURTHER CERTIFY t h a t I am not a r e l a t i v e or 

WITNESS MY HAND AND SEAL J u l y 14, 1994. 

STEVEN T. BRENNER 
CCR No. 7 

My commission expires: October 14, 1994 

CUMBRE COURT REPORTING 
(505) 984-2244 


