
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

23 

24 

2 5 

1 

NEW MEXICO OIL CONSERVATION DIVISION 

STATE OF NEW MEXICO 

CASE NO. 10512 

IN THE MATTER OF: 

The A p p l i c a t i o n of P h i l l i p s P e t r o l e u m 
Company f o r d i r e c t i o n a l d r i l l i n g and 
t h r e e u n o r t h o d o x o i l w e l l l o c a t i o n s . 
Lea County, New Mexico. 

BEFORE: 

MICHAEL E. STOGNER 

H e a r i n g Examiner 

September 3, 199 2 

REPORTED BY: 

DEBBIE VESTAL 
C e r t i f i e d S h o r t h a n d R e p o r t e r 
f o r t h e S t a t e of New Mexico 

ORIGINAL 
RODRIGUEZ-VESTAL REPORTING 

(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2 

1 3 

14 

1 5 

1 6 

17 

1 8 

19 

20 

2 1 

2 2 

23 

24 

25 

A P P E A R A N C E S 

FOR THE NEW MEXICO OIL CONSERVATION DIVISION 

ROBERT G. STOVALL, ESQ. 
General Counsel 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

RODRIGUEZ-VESTAL REPORTING 
(505 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

15 

16 

1 7 

1 8 

19 

20 

21 

22 

23 

24 

2 5 

3 

EXAMINER STOGNER: C a l l t h e n e x t case, 

No . 10512. 

MR. STOVALL: A p p l i c a t i o n of P h i l l i p s 

P e t r o l e u m Company f o r d i r e c t i o n a l d r i l l i n g i n 

t h r e e u n o r t h o d o x o i l w e l l l o c a t i o n s , Lea County, 

New Mexico. 

EXAMINER STOGNER: F i r s t , t h i s case was 

hea r d on August 6, 1992. The a p p l i c a n t a t t h a t 

t i m e proposed some changes i n w e l l l o c a t i o n s t h a t 

r e q u i r e d r e a d v e r t i s i n g i n t h i s p a r t i c u l a r 

m a t t e r . 

At t h i s t i m e I'm g o i n g t o c a l l f o r any 

a d d i t i o n a l appearances, t e s t i m o n y , or e v i d e n c e . 

There b e i n g none, t h i s case w i l l now be t a k e n 

under a d v i s e m e n t . 

[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 . ] 

' do hereby cert;'- l t „ , 

tte txamlner , ' 1 

heardby me on f j j f U ' 

0 M ^ e r v a ^ D ^ " £ * " B " , t t 
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EXAMINER STOGNER: I ' l l c a l l Case 

10512, a p p l i c a t i o n of P h i l l i p s P e t r o l e u m Company 

f o r t h r e e u n o r t h o d o x w e l l l o c a t i o n s , Lea County, 

New Mexico. 

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

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n , o f Santa Fe, New Mexico, a p p e a r i n g i n 

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

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

i n Odessa, Texas. We are a p p e a r i n g on b e h a l f of 

the a p p l i c a n t i n t h i s case, and we have one 

w i t n e s s . 

EXAMINER STOGNER: E l i z a b e t h H a r r i s ? 

MR. KELLAHIN: Yes. 

EXAMINER STOGNER: Any o t h e r 

appearances? W i l l t h e w i t n e s s , p l e a s e , s t a n d and 

be sworn. 

[The w i t n e s s was d u l y sworn.] 

EXAMINER STOGNER: Mr. K e l l a h i n -- or 

who w i l l a c t u a l l y be p r e s e n t i n g t h i s case? 

MR. KELLAHIN: I w i l l , Mr. Examiner. 

EXAMINER STOGNER: Thank you. 

MR. KELLAHIN: There's a p r e l i m i n a r y 

m a t t e r w i t h r e g a r d s t o t h i s case, Mr. Examiner. 

I t was o r i g i n a l l y d o c k e t e d a t t h e a p p l i c a n t ' s 
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r e q u e s t w i t h a 5 0 - f o o t r a d i u s f l e x i b i l i t y 

p r o v i s i o n . The a p p l i c a n t has s u b s e q u e n t l y s t a k e d 

each of t h e t h r e e w e l l s and r e q u e s t s t h a t you now 

d e l e t e t h e 5 0 - f o o t r a d i u s t o l e r a n c e w i t h i n t h e 

r e q u e s t e d a p p l i c a t i o n . 

I n a d d i t i o n , t h e e x p e r t w i l l d i s c u s s 

w i t h you t h e f a c t t h a t t h e No. 10 w e l l -- and 

when you l o o k a t t h e d o c k e t , t h e w e l l i n U n i t J 

of S e c t i o n 2 and t h e f i r s t w e l l l i s t e d i n t h e 

a d v e r t i s e m e n t , t h a t ' s t h e No. 10 w e l l . The No. 

10 w e l l , because o f s u r f a c e l i m i t a t i o n s w i t h a 

power l i n e and a p i p e l i n e , must be r e l o c a t e d . 

The s u r f a c e l o c a t i o n i s now a s t a n d a r d 

l o c a t i o n b u t w i l l be d r i l l e d t o t h e u n o r t h o d o x 

b o t t o m - h o l e l o c a t i o n . My o n l y p o i n t i s t h a t we 

w i l l have t o -- I t h i n k our b e s t o p t i o n i s t o p u t 

on t h e case and t h e n r e a d v e r t i s e i t t o p i c k up a 

Rule 111 d e v i a t i o n a p p r o v a l f o r t h e No. 10 w e l l . 

I r a i s e t h a t w i t h you now so t h a t as we complete 

t h e p r e s e n t a t i o n , a t t h e end o f t h e p r e s e n t a t i o n , 

we can d i s c u s s how b e s t t o approach t h a t i s s u e . 

The No. 11 w e l l , w h i c h i s i n U n i t N of 

35, w i l l be d i s c u s s e d and t h a t l o c a t i o n remains 

t h e same. The l a s t w e l l on t h e n o t i c e i s 

r e f e r r e d t o as t h e No. 12 w e l l . And w e ' l l use 
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th o s e numbers as a s h o r t h a n d way t o I d e n t i f y them 

because a l l t h r e e o f them a re on a l l t h e same 

d i s p l a y s . 

We have s p e c i f i c e x h i b i t s t h a t w i l l 

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

the No. 10 w e l l . And t h e e x p e r t w i l l r e f e r t o 

tho s e d i s p l a y s . But I r a i s e i t w i t h you now so 

t h a t you can see t h a t i s s u e as t h e e v i d e n c e 

u n f o I d s . 

EXAMINER STOGNER: Mr. K e l l a h i n , I'm 

g l a d you b r o u g h t t h a t up. I wasn't aware o f 

the s e changes. 

MR. KELLAHIN: And we we r e n ' t e i t h e r 

u n t i l r e c e n t l y , Mr. Examiner. 

EXAMINER STOGNER: And a l s o t h e r e was 

some changes i n Case No. 10523, w h i c h has t o 

r e s u l t i n t h e r e a d v e r t i s e m e n t . And a l s o I 

r e c e i v e d a c o u p l e o f 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 s 

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

a r ea i n w h i c h t h e y were r e q u e s t i n g a second w e l l 

i n an u n p r o r a t e d gas p o o l . 

O b v i o u s l y , P h i l l i p s P e t r o l e u m may be 

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

I w i l l go ahead and hear t h e i n f o r m a t i o n i n t h e s e 

cases t o d a y , i n 10512 i n p a r t i c u l a r w i t h t h e 
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d i r e c t i o n a l d r i l l i n g . 

H o p e f u l l y , y o u r w i t n e s s t o d a y w i l l be 

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

and how t h i s w i l l be done. I w i l l n o t a l l o w i t 

t o be done a d m i n i s t r a t i v e l y . We w i l l r e a d v e r t i s e 

10512. W e ' l l g e t e v e r y t h i n g l e t t e r p e r f e c t 

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

case . 

MR. KELLAHIN: Th a t ' s our i n t e n t t o o , 

Mr. Examiner, i s t o make su r e t h a t t h e a p p r o v a l s 

are p r e s e n t e d i n a s i n g l e o r d e r and t h a t t h e 

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

EXAMINER STOGNER: Let me make su r e I 

u n d e r s t a n d . The f i r s t w e l l , i n U n i t J of S e c t i o n 

2, t h i s i s t h e w e l l t o be d i r e c t i o n a l l y d r i l l e d ? 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: Okay. Do you have 

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

l a t e r ? 

MR. KELLAHIN: I ' v e got a p l a t t h a t 

w i l l d e m o n s t r a t e t h a t more e f f i c i e n t l y t h a n me 

d e s c r i b i n g i t t o you v e r b a l l y . 

EXAMINER STOGNER: W i t h t h a t I w i l l 

d e l a y what we're g o i n g t o do on t h e 

r e a d v e r t i s e m e n t t h e n , so you may c o n t i n u e , Mr. 

RODRIGUEZ-VESTAL REPORTING 
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K e l l a h i n . 

SCOTT C. BALKE 

Having 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 KELLAHIN: 

Q. A l l r i g h t , s i r , w i l l you, p l e a s e , s t a t e 

your name and o c c u p a t i o n ? 

A. S c o t t C. B a l k e . I'm a p e t r o l e u m 

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

Q. Mr. B a l k e , 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 a a p e t r o l e u m g e o l o g i s t ? 

A. No, I have n o t . 

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

B-a-l-k-e? 

A. C o r r e c t . 

Q. Mr. B a l k e , w o u l d you summarize f o r us 

your e d u c a t i o n ? 

A. I have a b a c h e l o r ' s degree f r o m t h e 

U n i v e r s i t y o f C o l o r a d o , a mas t e r ' s degree fro m 

Oklahoma S t a t e U n i v e r s i t y . 

Q. I n what y e a r , s i r ? 

A. B a c h e l o r ' s degree was i n 19 8 2; 

m a s t e r ' s , 1984. From 84 t o 89 I worked f o r 

v a r i o u s o i l companies, i n d e p e n d e n t o i l companies 
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i n Oklahoma and Texas. I n 89, I came on w i t h 

P h i l l i p s and worked s p e c i f i c a l l y s o u t h e a s t New 

Mexico. 

Q. Are you f a m i l i a r w i t h what has been 

c h a r a c t e r i z e d as t h e South Four Lakes p r o j e c t of 

your company i n Lea County, New Mexico, a p o r t i o n 

o f w h i c h i s t h e s u b j e c t of Case 10512? 

A. Yes, I am. 

Q. Did you do t h e g e o l o g y and t h e 

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

your company? 

A. Yes, I d i d . 

MR. KELLAHIN: We t e n d e r Mr. Balke 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 STOGNER: Mr. Balke i s so 

q u a 1 i f i ed. 

Q. (BY MR. KELLAHIN) L e t me have you 

t u r n , s i r , t o what i s marked as tflSU^^^i^^ilt. 

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

A. What you have here i s t h e o u t l i n e i n 

green of t h e South Four Lakes U n i t . The y e l l o w 

i s acreage t h a t P h i l l i p s owns 100 p e r c e n t . As 

you can see w i t h i n t h e w e l l s t h e m s e l v e s , t h e r e 

are c u r r e n t l y two p r o d u c i n g w e l l s , and one i s a 

d i s p o s a l w e l l . The p r o d u c i n g w e l l s a r e t h e No. 2 
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and t h e No. 9. The d i s p o s a l w e l l i s t h e No. 6. 

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

r o y a l t y , 100 p e r c e n t P h i l l i p s . And p r o d u c t i o n , 

as you can see, t h e o i l i s up on t o p w i t h gas 

j u s t d i r e c t l y below i t w i t h our w e l l l o c a t i o n s , 

No. 10, 11, and 12 i n t h e green c i r c l e s . The 

80-acre p r o r a t i o n u n i t s a r e a l s o o u t l i n e d w i t h 

t h e t h i n b l a c k l i n e . 

Q. When we l o o k a t t h e d i s p l a y , t h e 

t u r q u o i s e o u t l i n e --

A. Yes. 

Q. -- r e p r e s e n t s what? 

A. The South Four Lakes U n i t boundary. 

Q. And t h a t u n i t i s u n i t i z a t i o n o f what 

f o r m a t i on? 

A. F o r m a t i o n s f r o m Devonian -- from t h e 

s u r f a c e down t o t h e Devonian. 

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

c h a r a c t e r i z e d as t h e Four Lakes P e n n s y l v a n i a n 

Pool c o v e r s what P e n n s y l v a n i a n f o r m a t i o n ? 

A. Covers two d i s t i n c t r e s e r v o i r s , t h e BO 

" C " . 

Q. W i t h i n t h e Four Lakes P e n n s y l v a n i a n 

Pool and t h e u n i t i z a t i o n of t h a t i n t e r v a l , what 

are t h e p r i m a r y P e n n s y l v a n i a n f o r m a t i o n s t h a t are 
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productive in the unit? * / 

wicff i*"̂ mî mmmkm'ŵ ^ 'it^m^ wt: about 
^ftr04R0 fm!**; t h # etfctii* 1 one we r s f c r r t d t o i s 

{teurtgcx' Lakes, a l s o r e f e r r e d t o as C i s c o , A l s o a 

ee*ra*yiVSBlan*'Itfar^^wa^e V l o c a t e d about 10,250 

**« t . 

Q. W i t h i n t h e u n i t a r e a , t h e r o y a l t y 

o v e r r i d e s and w o r k i n g i n t e r e s t s a r e a l l i d e n t i c a l 

as we move from l o c a t i o n t o l o c a t i o n w i t h i n t h e 

u n i t area? 

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

Q. The p l a t i d e n t i f i e s i n t h e t u r q u o i s e 

open c i r c l e s t h r e e l o c a t i o n s , and t h e r e i s w e l l 

numbers by each o f t h o s e l o c a t i o n s . What do 

th o s e r e p r e s e n t ? 

A. The w e l l s 10, 11, and 12 are 

r e p r e s e n t a t i v e of u n o r t h o d o x l o c a t i o n s w h i c h we 

w i s h t o p u r s u e . 

Q. I n p u r s u i n g f u r t h e r development o f t h e 

p o o l , what has caused you t o b e l i e v e t h a t you 

cannot a p p r o p r i a t e l y l o c a t e t h e s e w e l l s a t 

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

A. We have s e v e r a l s t r u c t u r a l maps based 

upon a 3-D s e i s m i c s u r v e y t h a t we t o o k over t h e 
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u n i t i t s e l f . We a l s o have a c o n t i n u i n g 3-D 

s e i s m i c survey, which trends down to our Ranger 

Lakes U n i t . P h i l l i p s owns 100 pe r c e n t . We both 

have a s p e c i f i c and r e g i o n a l p i c t u r e based upon 

s e i s m i c and su b s u r f a c e i n t e r p r e t a t i o n . 

Q. When you're p u t t i n g together a geo l o g i c 

package of inform a t i o n , what are the key geo l o g i c 

parameters or p o i n t s t h a t caused to you conclude 

that the unorthodox l o c a t i o n i n each of these 

s p a c i n g u n i t s was p r e f e r a b l e to the c l o s e s t 

standard l o c a t i o n ? 

A. Our s e i s m i c and our su b s u r f a c e 

i n f o r m a t i o n were our two key elements i n 

j u s t i f y i n g our unorthodox l o c a t i o n . I f you r e f e r 

to our s e i s m i c — 

Q. We'll come to that i n j u s t a second. 

A. Okay. 

A. S p e c i f i c a l l y s e i s m i c and 

s t r a t i g r a p h i c . W^MPSK^v^Ka' to be i n a 

f a v o r a b l e sei»*ic or s t r u c t u r a l framework. f * 3 * 

i s a s t r u c t u r a l t r a p . We/t** 1 lite tst ' * i r h i g h e r on 

the str«e"ttrre, which w i l l be highe r a l s o i n the 
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o i l column o f t h e r e s e r v o i r s t h e m s e l v e s , s j i j l c h 

s h o u l d g i v e us & more f a v o r a b l e c o m m e rcial 

^ w y a t i o n . 

Q. When we l o o k a t t h i s d i s p l a y , t h e r e a r e 

t r a c t s o u t l i n e d t h a t i n c l u d e t h e t h r e e l o c a t i o n s ? 

A. Yes. 

Q. They appear t o be about 80 a c r e s i n 

s i z e ? 

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

Q. Do tho s e r e p r e s e n t e d t h e 80-acre 

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

L a k e s - P e n n s y l v a n i a n Pool? 

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

Q. When we l o o k a t t h e l o c a t i o n , j u s t 

w i t h o u t l o o k i n g a t t h e a c t u a l f o o t a g e s , t h e y 

appear t o be moving t o w a r d s o t h e r o p e r a t i o n s 

w i t h i n t h e same u n i t ? 

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

Q. So none of those l o c a t i o n s a r e moving 

or e n c r o a c h i n g towards o f f s e t t i n g owners or 

o p e r a t o r s ? 

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

Q. W i t h t h a t b ackground now l e t ' s l o o k a t 

th e s t r u c t u r e map t h a t you have p r e p a r e d and have 

marked as E x h i b i t No. 2. B e f o r e we d i s c u s s t h e 
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s p e c i f i c d e t a i l s , g i v e us an u n d e r s t a n d i n g o f how 

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

A. Mr. Examiner, i f you would r e f e r t o 

E x h i b i t No. 2, t h e l o c a t i o n s , t h e u n o r t h o d o x 

l o c a t i o n s are i d e n t i f i e d by a r e d c i r c l e w i t h t h e 

w e l l name above i t . The r e d "Xs" a r e t h e 

o r t h o d o x l o c a t i o n s t o g i v e you a r e f e r e n c e of why 

we're j u s t i f y i n g t h e s e u n o r t h o d o x l o c a t i o n s . 

Q. The "Xs" would be an a p p r o x i m a t i o n of 

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

c h o i c e s w i t h i n each o f t h o s e s p a c i n g u n i t s f o r a 

w e l l ? 

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

Q. For example, l e t ' s t a k e t h e No. 12 

w e l l , w h i c h i s i n t h e so u t h w e s t q u a r t e r of 

S e c t i o n 35. Give us a summary of why t h e 

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

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

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

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

based upon 40 f e e t . I f , f o r example t h e South 

Four Lakes No. 12, i f we were t o d r i l l t h e 

o r t h o d o x l o c a t i o n t o t h e n o r t h w e s t , we would 

a c t u a l l y be a p p r o x i m a t e l y 100 t o 120 f e e t 

down-dip from our u n o r t h o d o x l o c a t i o n . 
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I f we were to d r i l l the orthodox 

l o c a t i o n to the southwest, we would be 

approximately 75 to 80 f e e t o ff s t r u c t u r e . "GKr 

unorthodox l o c a t i o n a l l o w * u» to g a i n t h i s 

s t r u c t u r e awd s t i l l o * w i ^ t i i ^ n tJ» r%s#rv^f¥» of 

r ' • 

-betelr-p and the Ranger Lakes. 

Q. T e l l me how you g e n e r a t e d t h e s t r u c t u r e 

map . 

A. S t r u c t u r e map was based upon ai^eftp^ 

s e i s m i c s u r v e y ! w h i c h we t o o k . The 3-D s u r v e y 

was o u t l i n e d w i t h l i n e s r u n n i n g n o r t h - s o u t h and 

east t o west. Spacing between t h e s e l i n e s were 

somewhere between 250 and 300 f e e t . 

The marker t h a t we used w i t h i n t h e 

s e i s m i c i s a v e r y key marker, w h i c h we've used t o 

map many Penn h o r i z o n s t h r o u g h o u t t h e Tatum 

B a s i n . We c a l l i t a Penn Red. I t ' s j u s t a v e r y 

anomalous s e i s m i c e v e n t w h i c h we fo u n d t o 

i n d i c a t e s t r u c t u r e and s u b s u r f a c e . 

Q. The 3-D s e i s m i c methodology has t h e 

a b i l i t y t o use v a r y i n g g r i d s i z e s ? 

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

Q. And once you s e l e c t an a p p r o p r i a t e g r i d 

s i z e , conduct t h e s u r v e y , t h e n t h a t i n f o r m a t i o n 

h e l p s you g e n e r a t e a s t r u c t u r e map such as we're 
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l o o k i n g a t here? 

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

Q. What p r o v i d e d t h e i n f o r m a t i o n t o 

s a t i s f y you t h a t t h e g r i d s i z e was a p p r o p r i a t e ? 

A. We have t h e No. 8 w e l l , w h i c h i s 

l o c a t e d i n t h e n o r t h e a s t - n o r t h e a s t o f S e c t i o n 2. 

That was d r i l l e d i n 1986. We have a modern s o n i c 

l o g , w h i c h we used t o c r e a t e a s y n t h e t i c s e i s m i c 

seismogram. That w e l l , a l o n g w i t h t h e o t h e r 

w e l l s i n t h e f i e l d , we used t o c o r r e l a t e w i t h our 

s e i s m i c p i c t u r e . 

The o t h e r w e l l s i n t h e f i e l d , however, 

are v e r y o l d , d i d n o t have any modern l o g s . But 

t h e No. 8 p r o v i d e d v e r y good c o r r e l a t i o n w i t h our 

s e i s m i c . 

Q. I n t r y i n g t o maximize t h e o i l r e c o v e r y 

i n t h e p o o l and m i n i m i z e t h e r i s k , i s t h e r e a 

wat e r component t o t h e a n a l y s i s t h a t needs t o be 

addressed? 

A. Yes, t h e r e i s . The No. 2 w e l l i s 

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

p r o d u c i n g some w a t e r . When th e s e w e l l s were 

p l u g g e d and abandoned, t h e y were p r o d u c i n g 

e x c e s s i v e amounts o f w a t e r . 

We f e e l , based upon our l a t e s t 
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d r i l l i n g , w h i c h was t h e No. 9 i n S e c t i o n 35, we 

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

September of 9 1 , t h a t w e l l on t h e l o g has n o t 

i n d i c a t e d any w a t e r , t h a t p r o d u c t i o n has n o t --

th e w a t e r p r o d u c t i o n i s l e s s t h a n 18 b a r r e l s a 

day. We f e e l t h a t t h i s i s n o t w i t h i n t h e 

o i l - w a t e r or a t l e a s t w i t h i n t h e w a t e r l a k e . We 

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

somewhere around 5620 and 5660. 

Q. I n a d d i t i o n t o M a x i m i z i n g t h e 

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

l o c a t i o n s t h e n w i l l a i n i a i z e t h e r i s k o f 

e n c o u n t e r i n g 'tikm- warter p o r t i o n o f thta r e s e r v o i r ? 

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

Q. I n p o s i t i o n i n g t h e w e l l s i n t h e u n i t 

and moving t o t h e u n o r t h o d o x l o c a t i o n , do you 

have any sense g e o l o g i c a l l y t h a t y o u ' r e c r o w d i n g 

y o u r w e l l s t o o c l o s e t o g e t h e r ? 

A. Not a t t h i s t i m e , no, I d o n ' t . 

Q. Okay. L e t ' s t u r n now t o t h e s p e c i f i c s 

o f t h e s u r v e y i n f o r m a t i o n . L e t me d i r e c t your 

a t t e n t i o n , f i r s t o f a l l , t o E x h i b i t No. 3. And 

t h a t ' s a copy o f t h e D i v i s i o n Form C-102 t h a t 

s p e c i f i c a l l y addresses what we c a l l w e l l No. 10. 

L e t ' s t a l k about t h i s one. 
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The p l a c e t o s t a r t , I t h i n k , Mr. B a l k e , 

i s t o have you d e s c r i b e t h e background t h a t 

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

i n t h e do c k e t a t 2200 f e e t f r o m t h e s o u t h l i n e 

and 1980 f e e t f r o m t h e e a s t l i n e , t o be 

r e l o c a t e d . 

And when we l o o k a t t h e d i s p l a y and 

l o o k a t U n i t l e t t e r J, t h e r e a r e two w e l l d o t s ? 

A. Uh-huh. 

Q. What's t h e s i g n i f i c a n c e o f t h o s e two 

do t s ? 

A. The d o t t o t h e n o r t h -- w h i c h i s r i g h t 

near Warn P e t r o l e u m Company's p i p e l i n e . As you 

can see a di a g r a m , a blown-up di a g r a m i n t h e 

n o r t h w e s t q u a r t e r o f t h a t d i a g r a m , we need t o 

s t a y a d i s t a n c e away f r o m t h e p i p e l i n e . And 

t h a t ' s why we moved fr o m our u n o r t h o d o x l o c a t i o n , 

w h i c h i s l o c a t e d t o t h e n o r t h , t h e one d i r e c t l y 

t o t h e s o u t h . 

T I J » •• â HMft• 'i«-i*ie*A-«" •••%© the south i s the 

l o c a t i o n t h a t wa 7fe%ea«se o f s a f e t y reasons 

due to tfce p i p e l i n e , and I t i s our s u r f a c e 

l o c a t i o n . However, our bottoa-hole l o c a t i o n we 

would s t i l l l i k e to see l o c a t e d to the no r t h . 

Q. When you l o o k a t t h e d i s p l a y and l o o k 
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i n t h e n o r t h w e s t q u a r t e r of t h e s u r v e y p l a t f o r 

th e s e c t i o n , t h e r e i s an i n s e t ? 

A. Uh-huh. 

Q. What does t h a t i n s e t show? 

A. The i n s e t shows no s c a l e . 

Q. Okay. But t h a t i s a d i a g r a m m a t i c 

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

f i e l d when t h e w e l l was staked ? 

A . C o r r e c t . 

Q. At t h e t i m e t h e o r i g i n a l a p p l i c a t i o n 

was f i l e d by P h i l l i p s , t h e a c t u a l s u r v e y work had 

not y e t been done i n t h e f i e l d ? 

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

Q. D e s c r i b e f o r me i f we go t o t h e — l e t 

me s t r i k e t h a t . A s t a n d a r d l o c a t i o n f o r t h i s 

p o o l i s a w e l l l o c a t e d w i t h i n 150 f e e t of t h e 

c e n t e r o f e i t h e r 40-acre t r a c t w i t h i n t h e 80-acre 

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

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

Q. So by moving t h e s u r f a c e l o c a t i o n , a r e 

you now a t a s t a n d a r d s u r f a c e l o c a t i o n f o r t h i s 

p o o l ? 

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

Q. How do you propose t o a c c o m p l i s h t h e 

d r i l l i n g a t a m o d i f i e d s u r f a c e l o c a t i o n and 
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a c h i e v e the bottom-hole l o c a t i o n that you d e s i r e 

to a c hieve i n the r e s e r v o i r ? 

Abo, -feb»- B ^ T O ^ i ^ ^ i f i i i i ^ * 

tmm±. ***om ' €§^$4^9o^SH^ dowb t o ;^^.;;-f^v.of ^j^p^babiy 

10 r 400 *»«rt* i t p s i i M U j L ^ 

Q. Okay. The v e r t i c a l i n t e r v a l i s 

s u f f i c i e n t t h a t you can accomplish i n 

co n v e n t i o n a l s t e e r i n g technology the d i r e c t i o n a l 

d r i l l i n g of a w e l l that w i l l have a s u r f a c e 

displacement of approximately 150 f e e t ? 

A. That's c o r r e c t . And we w i l l a l s o take 

surveys along. 

Q. Okay. T y p i c a l l y i n d e v i a t e d w e l l s the 

D i v i s i o n a f f o r d s the a p p l i c a n t an opportunity to 

h i t a bottom-hole t a r g e t . And because of depth 

and the economy of t r y i n g to h i t a s p e c i f i c 

p o i n t , i f the D i v i s i o n approves a jfc.. j ijgltu .TJ, . 

requested, i s tha t an adequate t a r g e t to h i t i n 

t h i s r e s e r v o i r at t h i s depth? 

A. Yes, i t i s . 

Q. Based upon your knowledge are we u s i n g 

anything other than c o n v e n t i o n a l d i r e c t i o n a l 

d r i l l i n g methodology to ach i e v e the o b j e c t i v e and 
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a v o i d t h e s u r f a c e r e s t r i c t i o n s t h a t we have f o u n d 

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

sought ? 

A. To t h e b e s t of my knowledge, we always 

use a c o n v e n t i o n a l means. 

Q. Okay. L e t ' s t u r n now t o some o f t h e 

o t h e r w e l l s . When we l o o k a t t h e n e x t d i s p l a y , 

w h i c h i s E x h i b i t No. 4, 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. E x h i b i t No. 4 d e s c r i b e s w e l l No. 11, 

wh i c h i s i n l e t t e r "N" o f s e c t i o n 30 -- excuse 

me, S e c t i o n 2, w h i c h i f you -- Mr. Examiner, i f 

you r e f e r t o E x h i b i t 2, you a l s o see i t on t h e 

p l a t t h e r e . 

Q. And t h i s r e p r e s e n t s t h e s t a k e d 

l o c a t i o n ? 

A. T h i s i s a s t a k e d l o c a t i o n . There 

s h o u l d be no changes t o t h i s one. 

Q. And t h i s one conforms t o t h e a d v e r t i s e d 

l o c a t i o n i n t h e d o c k e t , and we can now d e l e t e t h e 

r e q u e s t f o r t h e 5 0 - f o o t r a d i u s around t h a t w e l l ? 

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

Q. Okay. L e t ' s t u r n now t o t h e l a s t w e l l , 

w h i c h i s t h e No. 12 w e l l , and have you i d e n t i f y 

and d e s c r i b e E x h i b i t No. 5. 
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A. T h i s i s l o c a t e d i n S e c t i o n 35. I t ' s 

l e t t e r "P." I t i s a l s o i n a -- t h i s has a l s o 

been s t a k e d . I t s h o u l d n o t be changed. 

Q. So we can a l s o d e l e t e t h e 5 0 - f o o t 

r a d i u s around w e l l No. 12, and i t matches t h e 

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

p r o p e r l y s t a k e d ? 

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

Q. L e t ' s t u r n now, s i r , t o some of your 

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

y o u r a p p l i c a t i o n . S p e c i f i c a l l y I ' d l i k e you t o 

u n f o l d E x h i b i t No. 6. 

Q. B e f o r e we d e s c r i b e t h e d e t a i l s and 

c o n c l u s i o n s , t e l l us what we're l o o k i n g a t . 

A. Mr. Examiner, what y o u ' r e l o o k i n g a t i n 

ExJa45JMt£; Mo»...... 6* i s a n e t t h i c k n e s s i s o p a c h w i t h a 

p o r o s i t y c u t o f f of 4 percent of the %f£|BNE 

~0£mm-mme<f in irerW^^MSF^fftWBir**v im the 

i ate* vai •JMt̂ nmm .̂-AQhs. a&&^£mm^m^^ Jim^ t&e 

zones'. 

A g a i n you see w i t h i n g r e e n t h e u n i t 

o u t l i n e ; w i t h i n y e l l o w , P h i l l i p s ' acreage a l o n g 

w i t h t h e u n i t . Each c o n t o u r has i t s own 

p a r t i c u l a r c o l o r . Contour i n t e r v a l i s f i v e f e e t . 
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Q. How do you use t h i s i n f o r m a t i o n , Mr. 

B a l k e , t o s u p p o r t your c o n c l u s i o n t h a t t h e 

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

the r e q u e s t e d u n o r t h o d o x l o c a t i o n s ? 

A. What I w i s h t o show on t h i s i s t h a t t h e 

w U i • eou«rci«i t b i c i t i i w , . We r e l a t e t h i s 

back t o E x h i b i t No. 2, v ^ ^ ^ ¥ j ^ w m m ^ t ^ w m ^ * V i T e 

ife«jfe> and t h a t w i l l aaow us t h e o p t i a u a l o c a t i o n 

both, w i t h thieln»ia aad thje c o r r e c t and most 

f ^ p W i s f t m t m l o e a t i on. 

Q. Let me d i r e c t y o u r a t t e n t i o n now t o 

E x h i b i t No. 7. When we l o o k a t 6 and now move 

i n t o 7, what i s t h e d i f f e r e n c e ? 

A. Mr. Examiner, E x h i b i t No. 7 i s t h e 

i s o p a c h o f p o r o s i t y . We don't want t o -- we 

don ' t f o r e s e e any p o r o s i t y p i n c h - o u t s . What we 

want t o be i s s t i l l w i t h i n t h e same porous 

r e s e r v o i r , a g a i n w i t h i n t h e same s t r u c t u r a l 

p o s i t i o n . l ^ a f ! 3 i i r ; a ^ ^ i o b p W o h of" p o r o s i t y g r e a t e r 

-#ta*B* 'fra^cW^r^'*^^ p e r c e n t . 

S# w»i^--'i^ i n the 
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f a vo r ab 1 a po# i "t i On . 

Q. So as you b e g i n t o b u i l d your r e s e r v o i r 

and look at the d i f f e r e n t g e o l o g i c components to 

that r e s e r v o i r -- â ;,1g3iv<fc-; aovad f roa s t r u c t u r e , 

-*o t h i c k n e s s , to p o r o t l t y — wbtt t l i e *& you 4 o ? 

A. Ffrat w i l l : > f r o n our u n d e r s t a n d i n g o r 

t h i s f i e l d , f r o m o u r h i s t o r y , has been g i v i n g us 

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

Q. So you t a k e t h e t h r e e , combine them, 

l o o k i n g a t each component and m a t c h i n g t h e 

optimum l o c a t i o n , when you l o o k a t each o f tho s e 

i t e m s ? 

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

Q. And h a v i n g done so, t h e n i t ' s caused 

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

u n i t s , t h e u n o r t h o d o x l o c a t i o n has s u b s t a n t i a l 

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

doesn't p r o v i d e ? 

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

Q. A l l r i g h t . H a ving l o o k e d a t t h e C i s c o , 

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

i n t e r v a l i n t h i s p o o l , w h i c h i s t h e B 6 "C," and 

you've gone t h r o u g h t h e same methodology f o r t h a t 

p o r t i o n of t h e r e s e r v o i r ? 

A. That i s c o r r e c t . 
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Q. W i t h o u t f u r t h e r e x p l a n a t i o n t h e n , l e t ' s 

go t o t h e c o n c l u s i o n s t h a t you draw f r o m each of 

th o s e d i s p l a y s s t a r t i n g w i t h E x h i b i t No. 8. 

A. Mr. Examiner, E x h i b i t No. 8 d i s p l a y s 

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

s t r u c t u r e . E x h i b i t No. 9 w i l l a l s o d i s p l a y how 

th e p o r o s i t y does n o t p i n c h o ut a c r o s s t h e 

s t r u c t u r e . We have a v e r y c o n s i s t e n t r e s e r v o i r 

a c r o s s t h e s t r u c t u r e , w h i c h when we can show t h a t 

t h e r e s e r v o i r i s p r e s e n t , t h e n we need t o show 

where's t h e c o r r e c t and most f a v o r a b l e p o s i t i o n 

t o d r i l l t h e l o c a t i o n . 

Se- i* i i c o m b i n a t i o n w i t h J>e t h C naps, 

Ranger Lakesj^-Cisco maps, we now can say t h a t t h e 

r e s e r v o i r i s p r e s e n t w i t h o u t any p o r o s i t y 

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

p r o b l e m s , and we w i l l r e f e r e n c e back t o E x h i b i t 2 

showing t h e • t . f ^ t u r a l l o c a t i o n . 

Q. Moving from E x h i b i t 8 l e t ' s go t o t h e 

final geologic display, Exhibit 9, and tell us 

how that fits into your analysis. „ 

A. Ag a i n t h i s i s p o r o s i t y on t h e "C," 

p o r o s i t y g r e a t e r t h a n 4 p e r c e n t . Each c o n t o u r 

i n t e r v a l i n d i c a t e s 2 p e r c e n t p o r o s i t y . You see 

p o r o s i t y b e i n g p r e s e n t , commercial p o r o s i t y b e i n g 
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present a c r o s s the s t r u c t u r e . 

Q. The c h a l l e n g e then f or you as a 

g e o l o g i s t i s to take each map, i n t e g r a t e i t with 

the other maps, and then p i c k the best l o c a t i o n 

w i t h i n that spac i n g u n i t ? 

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

Q. I f you look at an i n d i v i d u a l map by 

i t s e l f , i t w i l l not give you a complete p i c t u r e 

by which you can judge the best l o c a t i o n . 

A. That i s c o r r e c t . YW' li»fr have we 11 s 

t h e t have c o a n e r c i a l t h i c k n e s s , p o r o s i t y , however 

be low on s t r u c t u r e and be n o n c o a n r c i a l 

l o c a t i o n s . 

Q. AlliTWith a r e s e r v o i r of t h i s 

c o a p l e x i t y , then you've got to use a l l these 

d e v i c e s and t o o l s to minimize the r i s k of s t a y i n g 

out of the i$wtmr--Y',Tgm$ you i n th» b e s t s t r u c t u r a l 

p o s i t i o n i n that r e s e r v o i r w i t h the g r e a t es t 

t h i c k n e s s and t n * g r e a t e s t p o r o s i t y ? 

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

Q. Do you b e l i e v e that you can u l t i m a t e l y 

conclude that these l o c a t i o n s s a t i s f y that 

o b j e c t i v e ? 

A . Yes, I can. 

Q. Were E x h i b i t s 1 through 9 prepared by 
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you? 

A. Yes, t h e y were. 

Q. L e t me have you i d e n t i f y f o r t h e r e c o r d 

what we've marked as E x h i b i t No. 10. What i s 

t h a t , s i r ? 

A. T h i s i s a p p r o v a l f o r t h e f o l l o w i n g 

u n o r t h o d o x l o c a t i o n s , w h i c h we s t a t e d . 

Q. As we've a l r e a d y d i s c u s s e d w i t h you, 

your knowledge o f t h e o w n e r s h i p causes you t o 

co n c l u d e t h a t each o f th e s e l o c a t i o n s are s i m p l y 

moving to w a r d s i n t e r e s t owners w i t h i n t h e same 

u n i t ? 

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

Q. And you have -- P h i l l i p s has s e n t t h e 

Commissioner o f P u b l i c Lands, as an i n t e r e s t 

owner, n o t i f i c a t i o n o f th e s e l o c a t i o n s , and t h e y 

have g i v e n you a w a i v e r w i t h r e g a r d s t o th e s e 

l o c a t i o n s ? 

A. Yes. 

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

p r e s e n t a t i o n o f B a l k e . We 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 10. 

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

10 w i l l be a d m i t t e d i n t o e v i d e n c e . 

EXAMINER STOGNER: G e o l o g i c a l l y 
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s p e a k i n g , t h e e v i d e n c e , I must say, i s q u i t e 

c l e a r . Due t o some g l i t c h e s , I f e e l , sometimes 

i n our own system, n o t b e i n g a b l e t o a u t h o r i z e 

t h e s e a d m i n i s t r a t i v e l y , you have t o come t o 

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

p a r t i c u l a r i n s t a n c e s ; however, i n d o i n g t h i s 

g e o l o g i c a l work and a c t u a l l y h a v i n g y o u r f i e l d 

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

i s a p p l i c a b l e , t h i n g s do need t o c o r r e s p o n d . 

MR. KELLAHIN: We u n d e r s t a n d t h e 

problems we've c r e a t e d f o r o u r s e l v e s , Mr. 

Examiner. Ms. H a r r i s and Mr. Balke and I are 

w o r k i n g t o g e t h e r t o a v o i d t h o s e i n t h e f u t u r e . 

She a p p r e c i a t e s , I'm s u r e , your comments t h a t 

under a u n i t c o n c e p t , i t ' s u n f o r t u n a t e we don't 

have a method t o approve t h i s k i n d o f t h i n g 

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

I n t h e f u t u r e w e ' l l t a k e b e t t e r c a r e of 

s t a k i n g our l o c a t i o n s b e f o r e we i n v o l v e y o u r 

energy t o approve t h e s e t h i n g s t h r o u g h t h e 

agency. 

EXAMINER STOGNER: And i n t h e f u t u r e 

perhaps cases l i k e t h i s can be a l l u d e d t o and any 

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

some a d m i n i s t r a t i v e p r o c e d u r e s . I'm sure y o u ' l l 
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h e l p me remember such i n s t a n c e s as t h i s . 

MR. KELLAHIN: I'm sure P h i l l i p s w o uld 

s u p p o r t t h a t and would a c t i v e l y pursue i t , Mr. 

Examiner. 

EXAMINER STOGNER: W i t h t h a t 

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

September 3 I'm g e t t i n g c o n f u s e d . 

MR. KELLAHIN: Yes, s i r , September 3. 

EXAMINER STOGNER: September 3, yes, i n 

wh i c h I w i l l p l a c e i n t h e r e a d d i t i o n a l e x c e p t i o n s 

f o r t h e d i r e c t i o n a l d r i l l i n g . Other t h a n t h a t , I 

have no o t h e r q u e s t i o n s of t h i s w i t n e s s . 

[A d i s c u s s i o n was h e l d o f f t h e r e c o r d . ] 

EXAMINER STOGNER: Would you l i k e t o 

ta k e a l i t t l e break? 

MR. KELLAHIN: We're okay, Mr. 

Examiner. We can do t h i s o u t s i d e t h e r e c o r d . 

EXAMINER STOGNER: Wi t h t h a t , i f 

t h e r e ' s n o t h i n g f u r t h e r i n Case No. 10512 — Mr. 

Ba l k e , you may be excused -- w e ' l l t a k e n o t e o f 

th e e x h i b i t s t o d a y and r e a d v e r t i s e t h i s case. 

And I don't see i t n e c e s s a r y t o have your w i t n e s s 

back here on t h e 3 r d . And an o r d e r w i l l be 

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

MR. KELLAHIN: A l l r i g h t , s i r . 
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[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 . ] 

f do hereby certify that the forecojug Is 
a c o r n p ! , o r P ^ , o h ! : e r o ^ g s | n 

the ocarriner , • c l > J 5 g , 

Oil ConserVatiorTrJivifion 
jxaminer 

RODRIGUEZ-VESTAL REPORTING 
I c r\ c \ r\ r\ r\ + —t r-> r\ 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

1 3 

14 

1 5 

16 

1 7 

18 

19 

20 

2 1 

22 

23 

24 

25 

32 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss . 

COUNTY OF SANTA FE ) 

I , Debbie V e s t a l , C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t 

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

t h e 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 n o t e s t o 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 t h e 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 o f t h e p r o c e e d i n g s . 

I FURTHER CERTIFY t h a t I am n o t a 

r e l a t i v e or employee o f any of t h e 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 m a t t e r 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 t h e f i n a l d i s p o s i t i o n o f 

t h i s m a t t e r . 

WITNESS MY HAND AND SEAL AUGUST 17, 

1992. 

DEBBIE VESTAL, RPR 
NEW MEXICO CSR NO. 3 

RODRIGUEZ-VESTAL REPORTING 


