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

go ahead and c a l l Case 10481. 

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

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

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

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

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

a l l o w a b l e , San Juan C o u n t y , New M e x i c o . 

EXAMINER CATANACH: Are t h e r e 

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

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 t h e 

a p p l i c a n t . And I have t h r e e w i t n e s s e s t o be 

swo r n . 

EXAMINER CATANACH: Are t h e r e 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 

sworn i n . 

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

MR. KELLAHIN: Mr. Exami n e r , my f i r s t 

w i t n e s s i s Mr. Chip Head. He's a g e o l o g i s t w i t h 

Mer i d i a n . 

CHARLES F. HEAD 

H a v i n g been d u l y sworn upon h i s o a t h , was 
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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. Head, f o r t h e r e c o r d 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. Yes. My name i s C h a r l e s F. Head, and 

I'm a g e o l o g i s t f o r M e r i d i a n O i l i n F a r m i n g t o n , 

New M e x i c o . 

Q. And t h a t ' s where you r e s i d e and a r e 

employed? 

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

Q. Have you on p r i o r o c c a s i o n s t e s t i f i e d 

as a p e t r o l e u m g e o l o g i s t b e f o r e t h e D i v i s i o n ? 

A. No, I have n o t . 

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

e x p e r i e n c e ? 

A. Yes, I have a b a c h e l o r o f s c i e n c e 

d e g r e e w i t h a m a j o r i n g e o l o g y f r o m F o r t L e w i s 

C o l l e g e i n Durango, C o l o r a d o . 

Q. I n what y e a r d i d you o b t a i n t h a t 

d egree? 

A. 1978 . 

Q. Do you have any o t h e r d e g r e e s ? 

A. No, s i r . 

Q. Summarize y o u r employment e x p e r i e n c e as 

RODRIGUEZ-VESTAL REPORTING 
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a p e t r o l e u m g e o l o g i s t . 

A. Okay. I worked f o r a b o u t e i g h t y e a r s 

as a w i r e l i n e e n g i n e e r . And I ' v e w o r k e d as a 

g e o l o g i s t f o r M e r i d i a n O i l s i n c e 1986. 

Q. D e s c r i b e f o r us i n a summary f a s h i o n 

y o u r p a r t i c u l a r i n v o l v e m e n t i n t h i s p r o j e c t on 

b e h a l f o f y o u r company as a g e o l o g i s t . 

A. I'm c h a r g e d w i t h g e o l o g i c a l 

r e s p o n s i b i l i t i e s i n t h e s o u t h w e s t e r n p o r t i o n o f 

t h e San Juan B a s i n , and s p e c i f i c a l l y t h e 

H u e r f a n o , g r e a t e r H u e r f a n o a r e a , a l l f o r m a t i o n s . 

And as o f t h e l a s t y e a r - a n d - a - h a l f o r so, I ' v e 

f o c u s e d my a t t e n t i o n on t h e G a l l u p P r o d u c i n g 

I n t e r v a l . 

Q. What was t h e p a r t i c u l a r t a s k a s s i g n e d 

t o you as a g e o l o g i s t f o r t h i s a p p l i c a t i o n ? 

A. To e v a l u a t e t h e o i l and gas p o t e n t i a l 

f o r d e v e l o p m e n t i n t h e G a l l u p F o r m a t i o n w i t h i n 

t h e g r e a t e r H u e r f a n o a r e a . 

Q. Have you c o m p l e t e d t h a t g e o l o g i c r e v i e w 

and assessment? 

A. I t i s s t i l l underway. 

Q. At t h i s p o i n t have you r e a c h e d 

s u f f i c i e n t g e o l o g i c c o n c l u s i o n s t o have c e r t a i n 

o p i n i o n s and re c o m m e n d a t i o n s f o r t h e Examiner 
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abo u t t h i s p a r t i c u l a r p r o j e c t ? 

A . Yes, I have. 

Q. Have you been w o r k i n g i n c o n n e c t i o n 

w i t h any o t h e r t e c h n i c a l p e r s o n n e l a t M e r i d i a n ? 

A. Yes, I have. I ' v e been w o r k i n g w i t h 

e n g i n e e r i n g and l a n d . 

Q. I d e n t i f y t h e s p e c i f i c i n d i v i d u a l s i n 

e n g i n e e r i n g t h a t have a s s i s t e d you i n t h i s 

p a r t i c u l a r p r o j e c t . 

A. Okay. We have -- t h e p r o d u c t i o n 

e n g i n e e r i s a member o f our team who i s n o t h e r e 

t o d a y -- I'm s o r r y , t h e r e s e r v o i r e n g i n e e r , and 

we have a p r o d u c t i o n e n g i n e e r who i s p r e s e n t 

t o d a y , and a l s o a d r i l l i n g e n g i n e e r who w i l l be 

i n c h a r g e o f t h e mechanics o f t h e h i g h a n g l e 

t e s t . 

MR. KELLAHIN: At t h i s p o i n t , Mr. 

Examiner, I t e n d e r Mr. Head as an e x p e r t 

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

EXAMINER CATANACH: He i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) Mr. Head, b e f o r e we 

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

us g e n e r a l l y t h e c o n c l u s i o n s t h a t you have 

r e a c h e d as a g e o l o g i s t t h a t cause you u l t i m a t e l y 

RODRIGUEZ-VESTAL REPORTING 
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t o recommend t o M e r i d i a n t h a t t h e y u n d e r t a k e t h i s 

h o r i z o n t a l p r o j e c t i n t h e H u e r f a n o u n i t . 

A. D u r i n g t h e c o u r s e o f my s t u d y , I f o u n d 

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

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

d e v e l o p m e n t . I t ' s a c t u a l l y on t h e e a s t e r n edge 

o f t h e G a l l e g o s - G a l l u p F i e l d . 

And we f e e l t h a t S e c t i o n 29 i s 

p r o s p e c t i v e f o r a c t u a l l y t h e T o c i t o member o f t h e 

b a s a l G a l l u p P r o d u c i n g I n t e r v a l f o r a h i g h a n g l e 

o r a h o r i z o n t a l t e s t based on g e o l o g i c 

c h a r a c t e r i s t i c s , such as p r i m a r y and s e c o n d a r y 

p e r m e a b i l i t y and i n t e r g r a n u l a r p o r o s i t y . 

Q. L e t ' s t u r n t o t h e e x h i b i t b o o k l e t and 

f i n d a l o c a t o r map f o r t h e Exami n e r . I p r o p o s e 

t h a t we l o o k a t t h e f i r s t d i s p l a y f o l l o w i n g 

E x h i b i t No. 3. 

There a r e two d i s p l a y s b e h i n d t h a t t a b , 

Mr. Examiner: One i s a l o c a t o r map i n w h i c h a 

l i n e o f c r o s s - s e c t i o n i s drawn. I t ' s f o l l o w e d by 

a n o t h e r l o c a t o r map. 

L e t me d i r e c t y o u r a t t e n t i o n t o E x h i b i t 

3 t h a t has t h e l i n e o f c r o s s - s e c t i o n shown on 

i t . And so t h a t we can b e g i n t o u n d e r s t a n d 

e x a c t l y where you a r e w i t h y o u r p r o j e c t , h e l p us 
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u n d e r s t a n d t h e p o o l s or t h e f i e l d s i n t h i s 

i m m e d i a t e v i c i n i t y . 

A. Okay. The s u b j e c t w e l l , t h e H u e r f a n o 

218 i s i n t h e e a s t e r n p o r t i o n o f t h e 

G a l l e g o s - G a l l u p F i e l d i n S e c t i o n 29. And i t ' s 

o f f s e t t o t h e s o u t h and e a s t by a c o n v e n t i o n a l 

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

2 19. 

Q. T h a t ' s a r e c o m p l e t i o n f r o m t h e Dakota 

up i n t o t h e G a l l u p ? 

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

Q. The s p a c i n g u n i t f o r t h a t w e l l i s what 

o r i e n t a t i o n ? 

A. T h a t ' s a 3 2 0 - a c r e s p a c i n g . 

Q. And i t ' s t h e s o u t h h a l f o f t h a t 

s e c t i o n ? 

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

Q. Okay. What's t h e w e l l t o t h e west o f 

t h e H u e r f a n o 218, t h e 216? 

A. The H u e r f a n o 216 i s a n o t h e r 

c o n v e n t i o n a l v e r t i c a l r e c o m p l e t i o n t o t h e G a l l u p 

P r o d u c i n g I n t e r v a l f r o m t h e Dak o t a . The Dakota 

was abandoned. 

Q. A l l r i g h t . I f we l o o k a t t h e n o r t h e r n 

end o f t h e d i s p l a y , t h e r e i s p e n c i l e d t h e No. 

RODRIGUEZ-VESTAL REPORTING 
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300. And an a r r o w p o i n t s t o a w e l l s y m b o l ; i t ' s 

j u s t t o t h e n o r t h and west o f t h e s t a r t h a t shows 

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

t h e 300 number? 

A. The 300 was a c t u a l l y a new d r i l l , h i g h 

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

we d r i l l e d l a s t f a l l . 

Q. Okay. 

A. We p e n e t r a t e d t h e e n t i r e G a l l u p 

P r o d u c i n g I n t e r v a l a t a h i g h a n g l e i n t h a t w e l l . 

Q. A l l r i g h t . L e t ' s l o o k a t t h e H u e r f a n o 

218, t h e s u b j e c t w e l l , i n t e r m s o f t h e 

c o n v e n t i o n a l v e r t i c a l d e v e l o p m e n t t h a t ' s o c c u r r e d 

i n t h e G a l l u p F i e l d i n t h i s i m m e d i a t e a r e a . 

A. Uh-huh. You n o t i c e f r o m t h e map t h a t 

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

hexagons and t h a t t h e m a j o r i t y o f them i n t h e 

G a l l e g o s - G a l l u p F i e l d a r e w e l l t o t h e west o f t h e 

Huer f a n o 2 18. 

Those w e l l s w h i c h do n o t have numbers 

above them a r e a l l v e r t i c a l new d r i l l l o c a t i o n s . 

So a c t u a l l y d e v e l o p m e n t — o r I s h o u l d say 

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

G a l l e g o s - G a l l u p P o o l e s s e n t i a l l y ended t o t h e 

west o f t h e H u e r f a n o No. 216. 
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Q. Do you have an e x p l a n a t i o n as t o why 

t h e c o n v e n t i o n a l v e r t i c a l d e v e l o p m e n t i n t h e 

G a l l u p t e r m i n a t e s --

A. Yes. 

Q. — west o f t h i s l o c a t i o n ? 

A. Yes. We f e e l t h a t i t ' s uneconomic f r o m 

a new d r i l l s t a n d p o i n t t o t h e e a s t o f t h e 

e x i s t i n g d e v e l o p m e n t . 

Q. As we move t h e n t o t h e s e c t i o n s i n 

w h i c h t h e H u e r f a n o 218 i s t o be d e v e l o p e d , t h a t 

i s an a r e a where you have t o examine 

r e c o m p l e t i o n s o u t o f t h e Dakota o r some o t h e r 

f o r m a t i o n back up i n t o t h e G a l l u p ? 

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

Q. L e t ' s go t o t h e second l o c a t o r map 

b e h i n d E x h i b i t 3. The a r r o w on t h a t d i s p l a y 

s h o w i n g S e c t i o n 29 i n t h e n o r t h w e s t q u a r t e r 

i d e n t i f i e s t h e p r o p o s e d r e c o m p l e t i o n ? 

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

f i r s t s h e e t ? 

THE WITNESS: I t w o u l d be t h e f i r s t 

d i s p l a y on E x h i b i t 3, I b e l i e v e . 

Q. (BY MR. KELLAHIN) Mine was t h e o t h e r 

way a r o u n d . I a p o l o g i z e f o r c o n f u s i n g y o u . I t ' s 

t h e o t h e r d i s p l a y . I'm l o o k i n g a t S e c t i o n 29. 
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A. R i g h t . 

Q. The a r r o w i n d i c a t e s t h e n t h e s u b j e c t 

w e l 1? 

A . Yes, i t does. 

Q. I d e n t i f y f o r us t h e o t h e r w e l l s i n t h e 

s e c t i o n . 

A. The o t h e r w e l l s w i t h i n t h a t s e c t i o n a r e 

t h e H u e r f a n o Nos. 218-E, w h i c h i s an i n f i l l 

D a kota l o c a t i o n , and t h e H u e r f a n o No. 219-E, 

w h i c h i s a n o t h e r i n f i l l D a kota l o c a t i o n i n t h e 

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

The H u e r f a n o 219 was a, once a g a i n , i t 

was a Da k o t a , o r i g i n a l D a k o t a w e l l b o r e , w h i c h we 

r e c o m p l e t e d t o t h e G a l l u p P r o d u c i n g I n t e r v a l l a s t 

y e a r . I t ' s i n t h e s o u t h e a s t . 

Q. Why has M e r i d i a n s e l e c t e d t h e 218 as 

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

h o r i z o n t a l c o m p l e t i o n t e c h n o l o g y i n t h e G a l l u p ? 

A. Because o f t h e g e o l o g i c c h a r a c t e r i s t i c s 

w i t h i n t h e b a s a l G a l l u p P r o d u c i n g I n t e r v a l as 

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

and i n t h e H u e r f a n o 218 w e l l b o r e s p e c i f i c a l l y . 

Q. I s t h e r e any o t h e r w e l l i n S e c t i o n 29 

t h a t you c o u l d use t o t e s t t h i s t e c h n o l o g y on a t 

t h i s p o i n t ? 
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A. No. The 218 i s c u r r e n t l y an NMOCD w e l l 

t h a t t h e y have r e q u e s t e d t h a t we do s o m e t h i n g 

w i t h t h a t w e l l b o r e . And i t s l o c a t i o n i s such 

t h a t a d i r e c t i o n a l t e s t -- i t ' s i n an i d e a l 

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

Q. A l l r i g h t . L e t ' s l o o k a t some o f t h e 

g e o l o g y t h a t you have p r e p a r e d t o s u p p o r t y o u r 

c o n c l u s i o n s a b o u t t h e h o r i z o n t a l w e l l b o r e . I f 

y o u ' l l t u r n t o E x h i b i t 4 and l o o k a t t h e d i s p l a y 

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

us . 

A. Okay. T h a t ' s a sand i s o p a c h map based 

on d e n s i t y p o r o s i t y g r e a t e r t h a n 8 p e r c e n t o f t h e 

T o c i t o P r o d u c i n g I n t e r v a l . A c t u a l l y we d i v i d e 

t h e T o c i t o i n t o two i n t e r v a l s , t h e upp e r m o s t 

b e i n g our p r i m a r y o b j e c t i v e i n t h i s p r o j e c t , 

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

p e r m e a b i l i t y and p o r o s i t y . And i t ' s n o t e d on t h e 

c r o s s - s e c t i o n on t h e w a l l o v e r t h e r e as t h e upper 

o r a n g e i n t e r v a l . 

The map t h a t y o u ' r e l o o k i n g a t i s an 

i s o p a c h map o f t h a t u pper o r a n g e i n t e r v a l . What 

we're t r y i n g t o d e p i c t h e r e w i t h t h e i s o p a c h map 

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

s i d e t r a c k , t h e sand t h i c k n e s s , t h a t u pper sand 
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t h i c k n e s s i s between 12 and 14 f e e t . 

Q. Why have you s e l e c t e d t h i s p a r t i c u l a r 

T o c i t o i n t e r v a l among a l l t h e i n t e r v a l s i n t h e 

G a l l u p as t h e t a r g e t f o r m a t i o n ? 

A. We f e e l i t ' s t h e o n l y i n t e r v a l w i t h i n 

t h e G a l l u p P r o d u c i n g F o r m a t i o n w h i c h i s 

p r o s p e c t i v e f o r o i l and gas d e v e l o p m e n t i n t h i s 

a r e a , 

The G a l l e g o s F i e l d a c t u a l l y t o t h e west 

p r o d u c e s o u t o f some upper f r a c t u r e d N i o b r a r a 

sands. And t h a t ' s one o f t h e r e a s o n s why 

dev e l o p m e n t ended t o t h e west o f h e r e . Those 

sands we do n o t f e e l a r e p r o s p e c t i v e i n S e c t i o n 

29 o r i n t h i s e a s t e r n p o r t i o n o f t h e G a l l e g o s 

t r e n d . 

Q. What i s t h e r e a s o n f o r t h e o r i e n t a t i o n 

o f t h i s l a t e r a l i n t h e d i r e c t i o n t h a t i t ' s 

d i sp1ayed? 

A. We're v e r y c o n f i d e n t t h a t o u r p r o p o s e d 

a z i m u t h w i l l be p e r p e n d i c u l a r t o t h e i n t e r p r e t e d 

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

based on n o t o n l y d i p meter and m i c r o r e s i s t i v i t y 

s u r v e y s , w h i c h we have s t u d i e d e x t e n s i v e l y i n t h e 

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

t h e r e d , r o s e d i a g r a m on t h e c r o s s - s e c t i o n i s 
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a c t u a l l y a f r e q u e n c y h i s t o g r a m o f w e l l d e v e l o p e d 

n a t u r a l f r a c t u r e s n o t e d by a f o r m a t i o n 

m i c r o s c a n n e r l o g r u n on a v e r t i c a l G a l l u p w e l l . 

MR. KELLAHIN: For t h e r e c o r d Mr. Head 

i s r e f e r r i n g t o t h e l a r g e copy o f t h e d i s p l a y . 

I t ' s f o u n d i n t h e e x h i b i t book b e h i n d E x h i b i t No. 

7, w h i c h i s a r e d u c e d copy. 

Q. Go ahead, Mr. Head. 

A. We f e e l t h a t -- we have a h i g h d e g r e e 

o f c o n f i d e n c e t h a t t h a t i s t h e d o m i n a n t 

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

a r e a . 

Q. What do you as a g e o l o g i s t hope t o 

a c h i e v e w i t h t h i s h o r i z o n t a l w e l l t h a t you have 

n o t been a b l e t o a c h i e v e w i t h a c o n v e n t i o n a l 

v e r t i ca1 we 11? 

A. We hope t o compare n o t o n l y t h e r e s u l t s 

o f t h i s t e s t w i t h some n e a r b y c o n v e n t i o n a l G a l l u p 

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

T o c i t o P r o d u c i n g I n t e r v a l f o r a p p r o x i m a t e l y 

p e r h a p s 50 p e r c e n t o f t h e h o r i z o n t a l r e a c h f r o m 

t h e h o s t w e l l b o r e . 

The c r o s s - s e c t i o n on t h e w a l l i s 

a c t u a l l y an i l l u s t r a t i o n o f our i n t e n t t o t e s t 

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

s t a n d p o i n t . We have good e v i d e n c e t h a t i t i s 

f r a c t u r e d i n t h e a r e a and t h a t we w i l l o p t i m i z e 

our chances o f r e c o v e r i n g h y d r o c a r b o n s by o p e n i n g 

s e v e r a l h u n d r e d f e e t o f i t t o h o r i z o n t a l 

we11bo r e . 

Q. L e t ' s t a l k a b o u t s t r u c t u r e i n t h i s 

a r e a . I f y o u ' l l t u r n t o t h e d i s p l a y f o l l o w i n g 

E x h i b i t 5, i d e n t i f y and d e s c r i b e f o r us what, i f 

any, s t r u c t u r a l s i g n i f i c a n c e t h e r e i s t o t h i s 

p a r t i c u l a r p r o j e c t . 

A. F i r s t o f a l l , t h i s i s a g e o l o g i c 

s t r u c t u r e map hung on t h e t o p o f t h e Juana 

Lopez. I t ' s a v e r y p e r s i s t e n t marker on e l e c t r i c 

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

show t h a t t h e r e ' s v e r y l i t t l e r e g i o n a l d i p t o 

c o n t e n d w i t h . 

And we f e e l t h a t d i p i s a l m o s t n e g l i g i b l e . I n 

f a c t , we a r e g o i n g t o be d r i l l i n g e s s e n t i a l l y 

a l o n g d e p o s i t i o n a l s t r i k e . 

We do have dense c o n t r o l i n t h e a r e a . 

T h i s marker upon w h i c h you've hung t h e 

s t r u c t u r e i s l o c a t e d j u s t b elow t h e T o c i t o ? 

A . Yes, s i r . I t ' s l o c a t e d a b o u t 200 f e e t 

b e low t h e T o c i t o g e n e r a l l y . 
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Q. S t r u c t u r e i s n o t o f s i g n i f i c a n c e t h e n 

i n e i t h e r t h e d e c i s i o n o r t h e e x e c u t i o n o f t h e 

o b j e c t i v e s o f t h e p r o j e c t ? 

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

Q. L e t ' s t u r n t o t h e t y p e l o g , w h i c h i s 

t h e d i s p l a y f o l l o w i n g E x h i b i t No. 6. I d e n t i f y 

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

A. Okay. F i r s t o f a l l , I ' l l c a l l y o u r 

a t t e n t i o n t o t h e Juana Lopez, w h i c h was t h e datum 

t h a t we used i n t h e s t r u c t u r e map. Y o u ' l l n o t i c e 

i t ' s a t t h e base o f t h e G a l l u p I n t e r v a l . The 

T o c i t o i s above an u n c o n f o r m i t y r i g h t above t h e 

t o p o f t h e r e g r e s s i v e G a l l u p S a n d s t o n e . T h a t , o f 

c o u r s e , i s our p r i m a r y o b j e c t i v e . 

The upper p a r t o f t h e G a l l u p P r o d u c i n g 

I n t e r v a l , w h i c h we a r e n o t i n t e r e s t e d i n f o c u s i n g 

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

l o g , w h i c h i s by t h e way, a b o u t , oh, p r o b a b l y 

a b o u t f o u r o r f i v e m i l e s t o t h e n o r t h o f S e c t i o n 

29, w h i c h y o u ' l l see on t h e r e . 

Q. At t h i s l o c a t i o n t h i s w e l l i s g o i n g t o 

be s u b j e c t t o t h e G a l l e g o s - G a l l u p A s s o c i a t e d P o o l 

R u l e s ; am I c o r r e c t i n remembering? 

A. Yes. 

Q. You're i n one o f t h e a s s o c i a t e d o i l and 
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gas p o o l s , a r e you n o t ? 

A. T h a t ' s c o r r e c t . I t w o u l d be t h e 

Gal l e g o s - G a l l u p . 

Q. What do you a n t i c i p a t e w i l l be t h e 

c l a s s i f i c a t i o n o f t h i s w e l l ? I s t h i s l i k e l y t o 

be a gas w e l l a t t h i s l o c a t i o n , o r i s i t l i k e l y 

t o be an o i l w e l l ? 

A. Based on t h e a r e a , I b e l i e v e i t w i l l be 

— I b e l i e v e i t w i l l be a gas w e l l . 

Q. Okay. Are t h e r e any o t h e r g e o l o g i c 

e l e m e n t s t o t h e p r o j e c t t h a t you've n o t y e t 

d e s c r i b e d f o r us? 

A . No . 

Q. A l l r i g h t . Take us t h r o u g h , w i t h o u t 

d e s c r i b i n g t h e e n g i n e e r i n g d e t a i l s , t a k e us 

t h r o u g h as a g e o l o g i s t what you t h i n k t h a t t h i s 

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

a c h i e v e a t t h i s l o c a t i o n , and l e t ' s use E x h i b i t 

No. 7 as y o u r d i s p l a y . 

A. The main i n t e r e s t t o us i n t h i s p r o j e c t 

i s t h a t we w i l l — i t w i l l a f f o r d us t h e 

o p p o r t u n i t y , as I m e n t i o n e d b e f o r e , t o n o t o n l y 

compare t h e r e s u l t s o f t h i s t e s t t o r e c e n t 

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

p r o x i m i t y t o t h i s , b u t i t w i l l a l s o a f f o r d us t h e 
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o p p o r t u n i t y t o t e s t t h e t e c h n o l o g y i n an e x i s t i n g 

w e l l b o r e u s i n g s l i m - h o l e t o o l s . 

And we f e e l t h a t i t ' s a v e r y e f f i c i e n t 

way t o d e v e l o p t h e r e s o u r c e , and e c o n o m i c a l l y i t 

c e r t a i n l y makes sense. And --

Q. Give us a g e n e r a l i d e a o f t h e economics 

i n v o l v e d w i t h t a k i n g a w e l l t h a t y o u ' r e g o i n g t o 

r e c o m p l e t e o u t o f t h e Dakota i n t o t h e G a l l u p and 

u s i n g t h a t t e c h n o l o g y t o d r i l l a h o r i z o n t a l 

w e l l . What's t h e c o s t o f t h i s e f f o r t ? 

A. The c o s t , t h e g r o s s c o s t o f t h i s e f f o r t 

w i l l be a r o u n d $330,000 as opposed t o $250,000 

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

Q. A l l r i g h t . Now c o n t r a s t t h a t t o t h e 

g e n e r a l range o f a new d r i l l f o r a h o r i z o n t a l 

w e l l u s i n g t h i s t e c h n o l o g y . 

A. T o t a l c o s t o f a new d r i l l t e s t i n t h i s 

a r e a w o u l d be upwards o f $1.2 m i l l i o n . 

One t h i n g t h a t I was g o i n g t o m e n t i o n 

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

s t r a t e g i c v a l u e a s s o c i a t e d w i t h t h i s p r o j e c t , 

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

o f t h e H u e r f a n o U n i t . 

As you move e a s t f r o m t h i s l o c a t i o n , 

t h e T o c i t o , t h e p o r o u s , i m p ermeable T o c i t o 
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p i n c h e s o u t q u i t e r a p i d l y l a t e r a l l y . And t h e 

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

t h r o u g h o u t t h e a r e a . And we f e e l t h a t i f we have 

encouragement i n t h e l o w e r p o r t i o n o f t h e T o c i t o 

i n t h i s w e l l b o r e , t h a t i t ' s g o i n g t o g i v e us 

q u i t e a b i t o f s t e e r a g e i n f u t u r e d e v e l o p m e n t , 

h o r i z o n t a l d e v e l o p m e n t . 

Q. I s t h i s t h e f i r s t o f t h i s t y p e o f p i l o t 

p r o j e c t , i f you w i l l , u s i n g t h i s t y p e o f 

t e c h n o l o g y i n t h e H u e r f a n o U n i t ? 

A. Yes, i t i s . 

Q. What a r e t h e e l e m e n t s t h a t c h a r a c t e r i z e 

t h i s as b e i n g d i f f e r e n t f r o m t h e o t h e r h o r i z o n t a l 

o r h i g h a n g l e d r i l l i n g t h a t M e r i d i a n has done i n 

t h i s a r e a ? 

A. F i r s t and f o r e m o s t , t h i s i s a h i g h 

a n g l e s i d e t r a c k o u t o f an e x i s t i n g w e l l b o r e , as 

opposed t o our h i g h a n g l e t e s t f r o m l a s t y e a r , 

t h e H u e r f a n o 300, i n w h i c h we t e s t e d t h e e n t i r e 

G a l l u p P r o d u c i n g I n t e r v a l a t a h i g h a n g l e . 

T h i s p r o j e c t we w i l l f o c u s on t h e b a s a l 

G a l l u p . I t w i l l a l s o a f f o r d us t h e o p p o r t u n i t y 

t o e s s e n t i a l l y o p e n - h o l e DST b o t h T o c i t o 

i n t e r v a l s and a l s o , t o a l e s s e r e x t e n t , t h e upper 

what c o u l d be f r a c t u r e d N i o b r a r a I n t e r v a l . 
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Q. To o r i e n t us t o E x h i b i t No. 7, t h e 

N i o b r a r a i s g o i n g t o c o r r e s p o n d t o what i s 

i d e n t i f i e d as t h e G a l l u p I n t e r v a l A, B, and C on 

y o u r d i s p l a y ? 

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

Q. A l l r i g h t . L e t ' s go back t o some o f 

t h e s c h e m a t i c s and have you h e l p e x p l a i n t h o s e . 

E x h i b i t 1 i s t h e a p p l i c a t i o n i t s e l f . I f y o u ' l l 

t u r n t o E x h i b i t 2, l e t ' s l o o k a t t h e d i s p l a y s a t 

t h a t p o i n t . The f i r s t d i s p l a y , w o u l d you 

i d e n t i f y and d e s c r i b e t h a t f o r me? 

A. T h a t ' s j u s t a l o c a t i o n p l a t o f where 

t h e e x i s t i n g H u e r f a n o 218 w e l l b o r e i s i n t h e 

n o r t h w e s t - n o r t h w e s t o f S e c t i o n 29. 

Q. Okay. And t u r n t h e page and i d e n t i f y 

and d e s c r i b e t h e n e x t d i s p l a y . 

A. T h i s i s a s c h e m a t i c o f our i n t e n t i n 

t h e H u e r f a n o 218. 

Q. A l l r i g h t . And you've more c o m p l e t e l y 

d e s c r i b e d t h a t on t h e f o l l o w i n g E x h i b i t No. 7? 

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

Q. L e t ' s t u r n t h e page and l o o k t h e n a t 

t h e n e x t d i s p l a y , f i g u r e No. 3. I d e n t i f y and 

d e s c r i b e t h i s d i s p l a y . 

A. Okay. T h a t ' s what we c a l l a z i m u t h a l 
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p l o t s h o w i n g our i n t e n d e d a n g l e . 

Q. Your p r o p o s a l i s t o have y o u r s e l f 

c o n f i n e d t o a d r i l l i n g window t h a t w o u l d have 

s i d e b o u n d a r i e s o f 790 f e e t f r o m t h e o u t e r l i m i t s 

o f t h e s p a c i n g u n i t ? 

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

Q. And y o u r i n t e n t t h e n i s t o r e m a i n 

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

G a l l u p so t h a t you honor t h o s e s e t b a c k s ? 

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

Q. L e t ' s l o o k a t t h e n e x t d i s p l a y , t h e 

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

i s j u s t a c a r t o o n o r a s c h e m a t i c d e m o n s t r a t i n g 

some o f t h e e l e m e n t s o f t h e h o r i z o n t a l w e l l ? 

A. R i g h t . 

Q. There's s o m e t h i n g a l i t t l e d i f f e r e n t 

h e r e . E x h i b i t 7 does n o t show t h e b a l a n c e o f t h e 

v e r t i c a l w e l l below t h e k i c k o f f p o i n t , and t h i s 

f i g u r e does. Do you see what I'm s e e i n g below 

t h e c u r v e ? 

A. Yes. 

Q. The w e l l b o r e e x t e n d s — t h a t ' s t h e 

e x t e n s i o n down i n t o t h e Da k o t a , i s i t n o t ? 

A. R i g h t , t h a t ' s c o r r e c t . We i n t e n d t o 

abandon t h a t i n t e r v a l . 
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MR. KELLAHIN: Okay. That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. Head, Mr. Examiner. We w o u l d 

move t h e i n t r o d u c t i o n o f E x h i b i t s 1 t h r o u g h 7. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 

7 w i l l be a d m i t t e d as e v i d e n c e . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Head, i t ' s my u n d e r s t a n d i n g t h a t 

t h e main p r o d u c i n g i n t e r v a l i n t h e G a l l u p 

a s s o c i a t e d p o o l i s t h e N i o b r a r a t o t h e west o f 

here ? 

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

Q. And does t h e N i o b r a r a p i n c h o u t , or do 

you l o s e p o r o s i t y i n t h a t zone as you go e a s t ? 

A. As you go e a s t , t h e l o w e r p o r t i o n o f 

t h e G a l l u p P r o d u c i n g I n t e r v a l o r T o c i t o , i f you 

w i l l , does become t i g h t e r , much t h i n n e r i n 

n a t u r e . 

And a l s o t h e N i o b r a r a B i n t e r v a l , w h i c h 

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

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

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

Q. You t a l k e d a l i t t l e b i t a b o u t w e l l No. 

300. That was a h i g h a n g l e w e l l ? 

A. Yes, s i r . That was a h i g h a n g l e new 
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d r i l l we d r i l l e d l a s t f a l l . I t was a h i g h a n g l e 

t e s t o f t h e e n t i r e G a l l u p P r o d u c i n g I n t e r v a l . 

Q. Where i s t h a t w e l l l o c a t e d ? 

A. That w e l l i s l o c a t e d a p p r o x i m a t e l y , i f 

y o u ' l l r e f e r t o E x h i b i t 3, page 2 o f E x h i b i t 3, 

i t ' s a p p r o x i m a t e l y f i v e m i l e s t o t h e 

n o r t h - n o r t h w e s t . 

Q. How s u c c e s s f u l was t h a t w e l l ? 

A. I t was v e r y s u c c e s s f u l w i t h i n t h e 

T o c i t o I n t e r v a l . We had a gauge on t h a t w e l l o f 

18 m i l l i o n a day, a b s o l u t e open f l o w . And i t ' s 

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

Q. I s t h a t j u s t f r o m t h e T o c i t o I n t e r v a l ? 

A. We b e l i e v e t h a t t h e m a j o r i t y o f t h a t 

gas i s f r o m t h e T o c i t o . Up u n t i l we i n t e r s e c t e d 

t h e T o c i t o , we were g a u g i n g a p p r o x i m a t e l y 150 Mcf 

a day and maybe 5 b a r r e l s o f o i l a day. 

Q. You m e n t i o n e d s o m e t h i n g a b o u t OCD has 

d i r e c t e d you guys t o do s o m e t h i n g w i t h w e l l No. 

218? 

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

Q. What's t h e s i t u a t i o n w i t h t h a t ? 

A. The w e l l has been b l i n d - p l a t e d f o r a 

c o u p l e o f y e a r s . And my e n g i n e e r i n g teammates 

were n o t i f i e d t h a t t h e NMOCD had i d e n t i f i e d t h a t 
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as a c a n d i d a t e f o r some s o r t o f r e m e d i a l w o r k . 

Q. The w e l l No. 218 w i l l be t h e f i r s t 

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

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

MR. KELLAHIN: I t w i l l be t h e f i r s t 

h o r i z o n t a l t e s t . There i s a r e c o m p l e t i o n . The 

219, i s t h a t what you s a i d ? T h a t ' s t h e v e r t i c a l 

t e s t . That was t h e f i r s t one. 

EXAMINER CATANACH: I n t h e s o u t h h a l f ? 

MR. KELLAHIN: R i g h t . 

Q. (BY EXAMINER CATANACH) Mr. Head, what 

k i n d o f d a t a d i d you use t o c o n s t r u c t y o u r 

h i s t ogram? 

A. We used f o r m a t i o n m i c r o s c a n n e r d a t a 

f r o m t h e H u e r f a n o No. 303, w h i c h i s a b o u t a 

m i l e - a n d - a - h a l f t o t h e e a s t o f t h e H u e r f a n o 300, 

w h i c h was d r i l l e d a t t h e same t i m e -- H u e r f a n o 

303 was d r i l l e d a t t h e same t i m e as t h e H u e r f a n o 

300 . 

And we f o u n d t h a t o u r b e s t d e v e l o p e d 

open n a t u r a l f r a c t u r e s , as i n d i c a t e d by t h e 

f o r m a t i o n m i c r o s c a n n e r , were w i t h i n t h e T o c i t o 

i n t e r v a l o r a c t u a l l y r i g h t a t t h e base o f t h e 

T o c i t o i n t e r v a l . And t h a t h i s t o g r a m on E x h i b i t 7 

i s a r e s u l t o f t h a t s t u d y . 
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Q. So i t was j u s t r u n on t h a t one w e l l ? 

A. I t was r u n on t h a t one w e l l . That 

c o r r o b o r a t e s an e a r l i e r s t u d y t h a t we i n t h e 

g e o l o g y d e p a r t m e n t d i d p r i o r t o t h e d r i l l i n g and 

d e t e r m i n i n g t h e a z i m u t h o f t h e H u e r f a n o 300 new 

d r i l l , w h i c h had e s s e n t i a l l y t h e same a z i m u t h as 

t h e one w h i c h we p r o p o s e i n t h i s w e l l b o r e . 

Q. Do you a n t i c i p a t e any k i n d o f a 

s t i m u l a t i o n or f r a c t u r i n g i n t h e open h o l e ? 

A. No, s i r . We're h o p i n g f o r a n a t u r a l 

c o m p l e t i o n . 

Q. You made a s t a t e m e n t t h a t you t h o u g h t 

t h i s w o u l d be a gas w e l l . What w i l l l e a d you t o 

t h a t c o n c l u s i o n ? 

A. I b e l i e v e t h a t t h e w e l l s i n t h e a r e a 

a r e a l l c l a s s i f i e d as gas w e l l s based on t h e i r 

GORs. But t h e newness o f t h e t e c h n o l o g y i s why 

we're a l i t t l e b i t h e s i t a n t a b o u t t h a t because we 

f e e l t h a t -- we f e e l t h a t we're r e a l l y o p t i m i z i n g 

our chances o f r e c o v e r i n g l i q u i d s by e n c o u n t e r i n g 

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

EXAMINER CATANACH: I b e l i e v e t h a t ' s 

a l l I have. 

A n y t h i n g e l s e ? 

MR. KELLAHIN: N o t h i n g f u r t h e r . 
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EXAMINER CATANACH: T h i s w i t n e s s may be 

ex c u s e d . 

MR. KELLAHIN: I ' d l i k e t o c a l l Mr. 

P a u l A l l a n . Mr. A l l a n i s a d r i l l i n g e n g i n e e r 

w i t h M e r i d i a n . 

PAUL D. ALLAN 

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. A l l a n , 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. P a u l A l l a n . I'm a d r i l l i n g e n g i n e e r 

w i t h M e r i d i a n O i l . 

Q. Mi" . A l l a n , on p r i o r o c c a s i o n s have you 

t e s t i f i e d as d r i l l i n g e n g i n e e r f o r y o u r company 

b e f o r e t h i s D i v i s i o n ? 

A . Yes, I have. 

Q. I n f a c t , you were t h e d r i l l i n g e n g i n e e r 

t h a t t e s t i f i e d i n t h e D i v i s i o n case f o r t h e 

H u e r f a n o 300 w e l l , w e r e n ' t you? 

A. Yes, I was. 

Q. As p a r t o f y o u r d u t i e s as a d r i l l i n g 

e n g i n e e r , d i d you p r e p a r e and p a r t i c i p a t e i n t h e 

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

A. Yes, I d i d . 

Q. And were you t h e d r i l l i n g e n g i n e e r t h a t 

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

t h i s w e l l ? 

A. Yes. 

Q. Have you been i n c h a r g e o f s e l e c t i n g 

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

and t o d e t e r m i n e what t o o l s and d e v i c e s t o 

u t i l i z e i n t h e d r i l l i n g o f t h i s w e l l ? 

A. Yes. 

MR. KELLAHIN: We t e n d e r Mr. A l l a n as 

an e x p e r t d r i l l i n g e n g i n e e r . 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (BY MR. KELLAHIN) Mr. A l l a n , l e t me 

have you go t o E x h i b i t No. 7, t h e l a r g e copy t h a t 

we've p u t on t h e w a l l . L e t ' s use t h a t as an 

example by w h i c h you can d e s c r i b e f o r us y o u r 

g e n e r a l w e l l p l a n . Take us f r o m t h e s u r f a c e and 

t e l l us how y o u ' r e g o i n g t o do t h i s . 

A. R i g h t . We w i l l be g o i n g i n t o t h e 

e x i s t i n g 4-1/2 i n c h c a s i n g . I t i s n o t shown on 

t h i s . I t i s shown i n t h e e x h i b i t t h a t we've g o t 

i n t h e book. We w i l l m i l l a 6 0 - f o o t s e c t i o n o f 

t h a t c a s i n g . M i l l a 6 0 - f o o t s e c t i o n o f t h a t 
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c a s i n g -- I'm s o r r y , I need t o back up. 

We w i l l be s e t t i n g a cement r e t a i n e r 

p r i o r t o any a c t i v i t y and c e m e n t i n g o f f t h e 

Dakota down t o TD. We w i l l t h e n go i n and m i l l 

o f f a 6 0 - f o o t s e c t i o n , go back i n and u n d e r - r e a m 

t h a t s e c t i o n t o t h e o r i g i n a l h o l e s i z e o f 7-7/8 

i n c h . 

We w i l l t h e n s e t a cement p l u g o r a 

v e r y h i g h d e n s i t y cement t h a t we can k i c k o f f 

i n . W e ' l l t h e n d r i l l down w i t h an assembly t h a t 

d r i l l s s t r a i g h t , a packed a s s e m b l y , down t o t h e 

k i c k o f f p o i n t a t 5324. 

At t h a t p o i n t w e ' l l u n l o a d t h e h o l e 

w i t h an a i r m i s t s y s t e m . And w e ' l l b e g i n 

d i r e c t i o n a l d r i l l i n g , b u i l d i n g a t 17 d e g r e e s p e r 

100 t o 90 d e g r e e s i n t o t h e T o c i t o . 

Q. What's t h e r e a s o n t o use t h e a i r m i s t 

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

h o r i z o n t a l l e g o f t h e w e l l ? 

A. I t a l l o w s f o r a t e s t o f t h e upper 

N i o b r a r a zone. I n an a i r m i s t d r i l l i n g 

e n v i r o n m e n t , f o r m a t i o n damage, we f e e l t h a t t h a t 

i s a c o n t r i b u t i n g f a c t o r t o e l i m i n a t i n g f o r m a t i o n 

damage. 

Q. Have you been s u c c e s s f u l i n a p p l y i n g 
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t h e a i r m i s t d r i l l i n g --

A. Yes, we have. 

Q. -- t e c h n o l o g y t o o t h e r w e l l s l i k e t h i s ? 

A. Yes, we have. H u e r f a n o 300 and o t h e r 

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

s y s t e m i s a v i a b l e way o f d r i l l i n g h o r i z o n t a l 

w e l i s . 

Q. C h a r a c t e r i z e f o r us how t h i s w e l l 

p r o g r a m i s d i f f e r e n t , f o r example, t h a n t h e 300 

w e l l p r o g r a m . 

A. T h i s w e l l , f i r s t o f f , most n o t a b l y i t 

i s coming o u t o f e x i s t i n g c a s i n g . The t o o l s we 

w i l l be u s i n g a r e 2-3/8 i n c h t o o l s , w h i c h i s 

d i f f e r e n t t h a n t h e 4-3/4 i n c h o f s t a n d a r d 

l a r g e - b o r e d i r e c t i o n a l w e l l s . So t h e s e a r e 

c o n s i d e r e d s l i m - h o l e t o o l s . 

T h i s w e l l i s a c o m b i n a t i o n o f t h o s e two 

t e c h n o l o g i e s , a i r d r i l l i n g and s l i m - h o l e t o o l s . 

Q. Have we as o f y e t a p p l i e d t h e s l i m - h o l e 

t o o l h o r i z o n t a l t e c h n o l o g y i n w e l l s i n t h e San 

Juan B a s i n ? 

A. We have n o t , no. 

Q. Okay. So t h i s w i l l be t h e f i r s t one? 

A. R i g h t . 

Q. D e s c r i b e f o r us t h e n what happens? 
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A. We w i l l a t t h i s p o i n t go i n w i t h a 

s t e e r a b l e assembly t h a t can b u i l d a t 6 d e g r e e s 

per 100 o r can be h e l d t o h o l d a s t r a i g h t l i n e as 

w e l l . And we w i l l d r i l l o u t as f a r as we can 

g e t , s t a y i n g w i t h i n t h e d r i l l i n g window w i t h t h e 

790 s e t b a c k s . 

Q. I see i n t h e d i s p l a y o r t h e s c h e m a t i c 

t h e r e i s t h e p o s s i b i l i t y t o c o m p l e t e a c e r t a i n 

p o r t i o n o f t h e l a t e r a l i n t h e Upper T o c i t o and 

t h e n t o b u i l d f u r t h e r a n g l e , l e v e l o f f a g a i n and 

d r i l l t h e l a t e r a l c o n t i n u i n g i n a l o w e r T o c i t o . 

D e s c r i b e f o r us how you p r o p o s e t o do t h a t . 

A. The s t e e r a b l e assembly when i t ' s 

r o t a t e d h o l d s a s t r a i g h t l i n e . I t ' s g o t a s l i g h t 

bend t o i t and i t j u s t d r i l l s a l i t t l e b i t b i g g e r 

h o l e . When you do n o t r o t a t e i t , t h e motor 

a l l o w s i t t o b u i l d a n g l e o r d r i l l i n a 

d i r e c t i o n . And t h a t ' s t h e t h e o r y b e h i n d t h e 

s t e e r a b l e d e s i g n . 

So we w i l l s t o p r o t a t i n g and a l l o w t h e 

motor t o b u i l d down, b e g i n r o t a t i n g a g a i n and 

t h e n do t h e same t h i n g t o l e v e l o f f back i n t o t h e 

o t h e r Toe i t o . 

Q. Why w o u l d you want t o do t h a t ? 

A. To be a b l e t o t e s t b o t h zones 
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i n d e p e n d e n t l y . I t ' s an o n g o i n g d r i l l stem t e s t 

b a s i c a l l y i s what we've g o t . 

Q. T e l l us how y o u ' l l c o m p l e t e t h e w e l l 

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

A. We w i l l r u n a 2-3/8 i n c h p e r f o r a t e d 

t u b i n g up t o t h e k i c k o f f p o i n t and pack i t o f f a t 

t h i s p o i n t . That w i l l a l l o w us t o e i t h e r p r o d u c e 

t h r o u g h t h e 4-1/2 i n c h c a s i n g o r r u n t u b i n g and a 

pump t o r i g h t above t h e t u b i n g , t h e e x i s t i n g 

t u b i n g . 

Q. I s t h e r e a n y t h i n g e l s e t h a t you p r o p o s e 

i n t h i s w e l l p r o g r a m b e f o r e you t e s t i t f o r 

p r o d u c t i o n ? Any t y p e o f s t i m u l a t i o n t e s t s ? 

A . No . 

Q. Okay. A n y t h i n g e l s e a b o u t t h e d i s p l a y ? 

A. Not t h a t I can see. 

Q. How a r e you g o i n g t o know where you 

are ? 

A. We're g o i n g t o be u s i n g a s t e e r i n g t o o l 

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

s u r f a c e t o 20 f e e t f r o m w i t h i n t h e b i t . And t h i s 

i s a p r o v e n t e c h n o l o g y , and i t uses 

a c c e l e r o m e t e r s and so on t o t e l l you e x a c t l y 

where you a r e . I t ' s MWD t e c h n o l o g y . 

Q. What's y o u r a n t i c i p a t e d t i m e t o 
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commence t h e o p e r a t i o n and c o m p l e t e a l l t h e 

p r o c e d u r e s ? 

A. A p p r o x i m a t e l y t w e l v e days. 

Q. The p l a n i s t o s t a r t a t t h i s e x i s t i n g 

w e l l and t o r e m a i n c o n f i n e d t h e n w i t h i n t h e 790 

d r i l l i n g window o f t h e n o r t h h a l f s p a c i n g u n i t as 

shown on t h e d i s p l a y ? 

A. C o r r e c t . 

Q. Okay. A n y t h i n g e l s e a b o u t t h e d i s p l a y ? 

A. No, s i r . 

Q. A l l r i g h t . P l e a s e have a s e a t . 

A. [ W i t n e s s c o m p l i e d . ] 

MR. KELLAHIN: That c o m p l e t e s my 

q u e s t i o n s o f Mr. A l l a n . We t e n d e r him f o r 

c r o s s - e x a m i n a t i o n . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. A l l a n , i s i t y o u r p r o p o s a l you 

j u s t t e s t t h e i n d i v i d u a l zones as you go t h r o u g h 

them --

A. C o r r e c t . 

Q. -- d r i l l i n g ? What's t h e a p p r o x i m a t e 

l a t e r a l d i s t a n c e once you e n c o u n t e r t h e T o c i t o 

t h a t y o u ' l l be d r i l l i n g ? 

A. A p p r o x i m a t e l y 300 f e e t , 280 f e e t . 
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somewhere a r o u n d t h e r e . 

Q. That w i l l be a p p r o x i m a t e l y s p l i t even 

between t h e Upper and Lower T o c i t o ? 

A . C o r r e c t . 

Q. I f you e n c o u n t e r c o m m e r c i a l p r o d u c t i o n , 

how do you p r o p o s e t o c o m p l e t e i t ? 

A. Running the p e r f o r a t e d t u b i n g . I t w i l l 

be j u s t an o p e n - h o l e c o m p l e t i o n w i t h p e r f o r a t e d 

t u b i n g . We w i l l r u n t h a t i n and t h e n pack i t o f f 

i n t o t h e e x i s t i n g c a s i n g . 

Q. So y o u ' l l be r u n n i n g t h e p e r f o r a t e d 

t u b i n g f r o m t h e k i c k o f f p o i n t down t o t h e t o t a l 

d e p t h ? 

A. C o r r e c t . 

MR. STOVALL: May I ask a p o i n t o f 

c l a r i f i c a t i o n ? 

EXAMINATION 

BY MR. STOVALL: 

Q. E i t h e r I d i d n ' t u n d e r s t a n d t h e 

q u e s t i o n , o r I d i d n ' t u n d e r s t a n d t h e answer, I 

t h i n k , i n t e r m s o f t h e h o r i z o n t a l l e n g t h o f t h e 

w e l l . You s a i d 280 f e e t ? 

A. Excuse me. I ' l l have t o go back up t o 

i t . I t i s a p p r o x i m a t e l y , y e s , 280 f e e t t o 320 

f e e t , somewhere i n t h a t r a n g e . 
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Q. You're t a l k i n g a b o u t t h e p o i n t where 

you r e a c h t h e h o r i z o n t a l f r o m t h e --

A . Yes . 

Q. — o f f s e t f r o m t h e v e r t i c a l ? 

A . R i g h t . 

MR. STOVALL: Okay. I m i s u n d e r s t o o d 

what you s a i d . 

MR. KELLAHIN: T h a t ' s i n t e n d e d t o 

s i m p l y be a p l a n . I f t h e y g e t i n t o t h e r e s e r v o i r 

and have t h e o p p o r t u n i t y t o go f a r t h e r , t h e y want 

t h e f l e x i b i l i t y i n f a c t t o d r i l l w i t h i n t h e 790 

s e t b a c k . 

c u t o f f . I guess i t ' s c u t o f f a t 1500 f e e t . I t 

c o u l d have been d o u b l e d o u t t o 3,000 or 3,800 

f e e t . That i s t h e end o f t h e d r i l l i n g window. 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. So a t t h i s p o i n t i n t i m e , you d o n ' t 

r e a l l y know e x a c t l y how f a r y o u ' r e g o i n g t o be 

d r i l l i n g i t ? 

A. No. We're a p p l y i n g two v e r y new 

t e c h n o l o g i e s i n a way t h a t r e a l l y h a s n ' t been 

done. We w i l l go o u t u n t i l t h e d r i l l i n g 

m e c h anics t e l l us we c a n ' t go o u t any f a r t h e r . 

THE WITNESS: A l l r i g h t . T h i s map i s 
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Q. B e s i d e s t h e s i z e o f t h e t o o l s , i s t h e r e 

o t h e r 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 i s w e l l 

and t h e 300 w e l l ? 

A. Ot h e r t h a n we're k i c k i n g o u t o f 

e x i s t i n g c a s i n g , no. 

Q. D i d you have any r e a l s e r i o u s 

m e c h a n i c a l p r o b l e m s w i t h t h e 300 b e l l ? 

A. No, we d i d n ' t . 

EXAMINER CATANACH: I b e l i e v e t h a t ' s 

a l l I have o f t h e w i t n e s s . He may be e x c u s e d . 

MR. KELLAHIN: C a l l Mr. A l a n 

A l e x a n d e r . Mr. A l e x a n d e r i s a p e t r o l e u m landman 

w i t h Mer i d i a n . 

ALAN ALEXANDER 

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. A l e x a n d 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. My name i s A l a n A l e x a n d e r . I'm 

employed as a s e n i o r s t a f f landman w i t h M e r i d i a n 

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

Q. Mr. A l e x a n d e r , on p r i o r o c c a s i o n s have 

you q u a l i f i e d and t e s t i f i e d as an e x p e r t 
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p e t r o l e u m landman f o r y o u r company b e f o r e t h e 

D i v i s i o n ? 

A . I have. 

Q. P u r s u a n t t o y o u r employment i n t h a t 

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

and t h e o p e r a t i o n s o f t h e H u e r f a n o U n i t ? 

A. Yes, I am. 

MR. KELLAHIN: We t e n d e r Mr. A l e x a n d e r 

as an e x p e r t p e t r o l e u m landman. 

EXAMINER CATANACH: Mr. A l e x a n d e r i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) L e t me d i r e c t y o u r 

a t t e n t i o n , Mr. A l e x a n d e r , t o t h e d i s p l a y 

f o l l o w i n g E x h i b i t No. 2, w h i c h I b e l i e v e was t h e 

f i r s t d i s p l a y . I t i s i d e n t i f i e d as t h e o f f s e t 

o w n e r s h i p p l a t . I s t h a t a p l a t t h a t you 

p r e p a r e d ? 

A. I t was p r e p a r e d under my d i r e c t i o n . 

Q. I n p r e p a r i n g t h e p l a t d i d you have y o u r 

s t a f f d e t e r m i n e t h e l o c a t i o n o f t h i s 3 2 0 - a c r e 

s p a c i n g u n i t i n s o f a r as where i t was w i t h i n t h e 

H u e r f a n o U n i t i t s e l f ? 

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

Q. Are you w i t h i n t h e o u t e r b o u n d a r i e s o f 

t h e H u e r f a n o U n i t so t h a t a l l o f f s e t t i n g 
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o p e r a t o r s h i p i s c o n t r o l l e d by t h e u n i t ? 

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

Q. I n t h a t i n s t a n c e t h e n t h e r e a r e no 

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

t h i s c ase, i s t h e r e ? 

A. Yes, s i r . There a r e no o t h e r p a r t i e s . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. A l e x a n d e r . 

MR. STOVALL: Do you want t o c r o s s on 

t h a t ? I d o n ' t t h i n k I ' v e g o t any q u e s t i o n s f o r 

Mr. K e l l a h i n . 

EXAMINER CATANACH: No, I d o n ' t have 

any q u e s t i o n s . 

MR. KELLAHIN: Okay. That c o n c l u d e s 

our p r e s e n t a t i o n , Mr. Examiner. 

EXAMINER CATANACH: Okay. Mr. 

K e l l a h i n , I want t o ask you a b o u t t h e s p e c i a l 

p r o j e c t o i l a l l o w a b l e t h a t seems t o have been 

m i s s e d . I d i d n ' t see where you guys — what 

e x a c t l y a r e you a s k i n g f o r w i t h t h e s p e c i a l 

p r o j e c t f o r t h e a l l o w a b l e ? 

MR. KELLAHIN: We're a s k i n g f o r t h e 

p r o j e c t a l l o w a b l e t h a t ' s been c o n s i s t e n t w i t h t h e 

p a s t D i v i s i o n o r d e r s i n s o f a r as under t h e 

a s s o c i a t e d r u l e s f o r t h i s p a r t i c u l a r p o o l , a gas 
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p r o r a t i o n u n i t w o u l d be 320 a c r e s , and so t h a t 

w o u l d be s t a n d a r d . 

The o i l p r o r a t i o n u n i t i s 80 a c r e s . 

And t h e s o l u t i o n i n t h e p a s t has been t o g r a n t 

t h e a l l o w a b l e i n t e r m s o f how many S t a n d a r d O i l 

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

u n i t , so t h i s i s s i m p l y f o u r . E i g h t y a c r e s 

d i v i d e d by t h e 320 g i v e s you f o u r o f t h e s e 

s p a c i n g u n i t s . 

And t h e j u s t i f i c a t i o n a c c e p t e d by t h e 

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

i s p r o j e c t e d t o i n t e r s e c t each o f t h o s e f o u r 

8 0 - a c r e o i l p r o r a t i o n u n i t s . And so i f t h i s i s 

c l a s s i f i e d as an o i l w e l l , w e ' l l be e n t i t l e d t o 

t a k e an 8 0 - a c r e o i l p r o r a t i o n a l l o w a b l e t i m e s 

f o u r . And t h a t ' s what we p r o p o s e t o do. 

I n o t h e r cases we have asked f o r a 

bonus a l l o w a b l e i n t e r m s o f a d e l i v e r a b i l i t y . We 

a r e n o t a s k i n g f o r t h a t i n t h i s case. We d i d n ' t 

see t h a t as a t e c h n i c a l a r g ument. I t was s i m p l y 

a m a t t e r o f p r a c t i c e and r e q u e s t by t h e a p p l i c a n t 

t o t h e D i v i s i o n , w h i c h i s c o n s i s t e n t w i t h what 

t h e D i v i s i o n has done i n o t h e r cases f o r us. 

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

i n f a c t a l a t e r a l p o r t i o n o f t h e w e l l b o r e o r 
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h o r i z o n t a l p o r t i o n o f t h e w e l l b o r e t r a v e r s e a l l 

f o u r 8 0 - a c r e p r o r a t i o n u n i t s ? 

MR. KELLAHIN: That i s t h e p l a n . 

MR. STOVALL: I s t h a t t e c h n i c a l l y 

p o s s i b l e a c t u a l l y ? You've g o t a s t r a i g h t l i n e . 

MR. KELLAHIN: I t ' s t e c h n i c a l l y 

p o s s i b l e and f e a s i b l e . And u n l e s s t h e o p e r a t o r 

r u n s i n t o some k i n d o f l i m i t a t i o n s i n t h e a c t u a l 

d r i l l i n g w h i c h b r i n g s them s h o r t o f t h e l a s t o f 

t h e 4 0 - a c r e s p a c i n g u n i t s , t h e n t h a t ' s what we've 

asked t o do, i s have a d r i l l i n g window t h a t 

encompasses --

MR. STOVALL: L e t me i n t e r r u p t you and 

ge t p e r h a p s t h e e n g i n e e r h e r e t o t a k e my copy o f 

E x h i b i t No. 2 and draw t h e l i n e s h o w i n g me t h e 

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

MR. KELLAHIN: I t h i n k i t ' s a l r e a d y 

drawn on one o f t h e s e d i s p l a y s . 

MR. STOVALL: I d o n ' t see where i t goes 

a c r o s s . Yes, you've g o t t h a t d i s p l a y on t h a t 

E x h i b i t No. 7 on t h e w a l l . I t shows t h e a n g l e . 

MR. KELLAHIN: Here's t h e 3836 f o o t 

f u l l e x t e n s i o n o f t h e e n t i r e o p e n - h o l e i n t e r v a l 

t h a t ' s shown on t h e f i g u r e 3 b e h i n d t a b No. 2. 

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

MR. STOVALL: Pardon me f o r b e i n g r e a l 

t e c h n i c a l , Mr. K e l l a h i n , b u t I t h i n k what y o u ' r e 

s a y i n g i s t h a t t h i s w e l l b o r e w i l l e f f e c t i v e l y 

t r a n s e c t -- i s t h a t t h e r i g h t word? t h e e n t i r e 

328 a c r e s even i f i t m i s s e s one o f t h e 8 0 - a c r e 

t r a c t s — i s p r o b a b l y more a c c u r a t e . 

MR. KELLAHIN: That i s a more a c c u r a t e 

s t a t e m e n t , y e s . 

MR. STOVALL: And t h e r e f o r e w i l l l i k e l y 

draw r e s e r v e s , even i f t h e w e l l b o r e d o e s n ' t 

a c t u a l l y p e n e t r a t e each o f t h e 8 0 - a c r e t r a c t s , i t 

w i l l l i k e l y draw r e s e r v e s i f t h e r e ' s any o i l t o 

be had f r o m each o f t h e 8 0 - a c r e t r a c t s . 

MR. KELLAHIN: That i s our b e l i e f . 

MR. STOVALL: L e t me ask t h e e n g i n e e r 

t h a t q u e s t i o n . You h e a r d t h e s t a t e m e n t . Your 

a t t o r n e y has been t e s t i f y i n g h e r e f o r you. Do you 

agre e w i t h what he's s a i d on y o u r b e h a l f ? 

MR. ALLAN: I a g r e e c o m p l e t e l y , y e s . 

MR. STOVALL: I was g o i n g t o save a l l 

my q u e s t i o n s f o r t h e n e x t case. 

EXAMINER CATANACH: I b e l i e v e t h a t ' s 

a l l I have. 

MR. KELLAHIN: I d o n ' t have a r e f e r e n c e 
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t o t h e p r i o r o r d e r . I ' l l be happy t o s u p p l y t h a t 

t o y o u . 

EXAMINER CATANACH: Was t h a t t h e w e l l 

No. 300? 

MR. KELLAHIN: I b e l i e v e i t was done i n 

t h e 300, b u t I ' v e f o r g o t t e n t h e o r d e r number. 

MR. STOVALL: Mr. A l e x a n d e r , do you 

want t o g i v e an a f f i r m a t i v e yes t o t h a t ? You 

were n o d d i n g y o u r head. 

MR. ALEXANDER: Yes. We asked f o r t h e 

same t y p e o f a l l o w a b l e s on t h a t w e l l b o r e , b o t h 

gas and o i l s p a c i n g . 

EXAMINER CATANACH: And t h a t was 

g r a n t e d ? 

MR. ALEXANDER: I t was g r a n t e d . 

EXAMINER CATANACH: That must have been 

Mr. S t o g n e r . 

MR. KELLAHIN: I t was Order No. R-9607. 

EXAMINER CATANACH: R-9607. 

MR. KELLAHIN: Yes. 

EXAMINER CATANACH: Okay. A n y t h i n g 

f u r t h e r , Mr. K e l l a h i n ? 

MR. KELLAHIN: No, s i r . 

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r , Case 10481 w i l l be t a k e n under 
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a d v i sement. 

[And the proceedings were concluded.] 
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