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

a t 12:15 p.m.: 

EXAMINER STOGNER: This hearing w i l l come t o 

order. C a l l the next case, Number 10,565. 

MR. STOVALL: A p p l i c a t i o n of Conoco, I n c . , 

f o r d i r e c t i o n a l d r i l l i n g and an unorthodox bottomhole 

gas w e l l l o c a t i o n , Eddy County, New Mexico. 

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

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n 

of t he Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , 

appearing on behalf of the A p p l i c a n t , and I have two 

witnesses t o be sworn. 

EXAMINER STOGNER: Any other appearances? 

There being none, w i l l the witnesses please 

stand and be sworn a t t h i s time? 

(Thereupon, the witnesses were sworn.) 

EXAMINER STOGNER: You may be seated. 

Mr. Kellahin? 

BILL HARDIE. 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Hardie, f o r the record would you please 

s t a t e your name and occupation? 

CUMBRE COURT REPORTING 
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A. My name i s B i l l Hardie. I'm a g e o l o g i s t w i t h 

Conoco i n Midland, Texas. 

Q. On p r i o r occasions, Mr. Hardie, have you 

t e s t i f i e d before the D i v i s i o n ? 

A. Yes, I have. 

Q. And pursuant t o your employment as a 

g e o l o g i s t f o r Conoco, have you made a study of t h i s 

p a r t i c u l a r A p p l i c a t i o n ? 

A. Yes, I have. 

MR. KELLAHIN: We would tender Mr. Hardie as 

an expert petroleum g e o l o g i s t . 

EXAMINER STOGNER: Mr. Hardie i s so 

q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Mr. Hardie, l e t me d i r e c t 

your a t t e n t i o n , s i r , t o E x h i b i t Number 1, and so t h a t 

you might o r i e n t the Examiner t o your company's 

request, would you take a moment and describe the 

i n f o r m a t i o n shown on t h i s display? 

A. E x h i b i t Number 1 i s a land p l a t , and on i t 

we're showing t h a t p o r t i o n of South Dagger Draw we're 

i n t e r e s t e d i n . 

The s o l i d yellow shading i n d i c a t e s Conoco's 

100-percent w o r k i n g - i n t e r e s t acreage. The cross-

hatched yellow i n d i c a t e s our p a r t i a l w o r k i n g - i n t e r e s t 

acreage. 
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The proposed w e l l , the Preston Federal Number 

6, i s i n d i c a t e d on the map i n the n o r t h h a l f of Section 

35. I t has a surface l o c a t i o n shown by the open c i r c l e 

t h a t i s 990 f e e t from the n o r t h l i n e , 460 f e e t from the 

east l i n e , and a bottomhole l o c a t i o n i n d i c a t e d by the 

c r o s s h a i r s t h a t has a l o c a t i o n of 660 f e e t from the 

n o r t h , 660 f e e t from the east. 

Q. What are the formations t h a t you propose t o 

t e s t w i t h a w e l l d r i l l e d and bottomed as you propose? 

A. We propose t o t e s t the Cisco-Canyon O i l 

Reservoir and the Morrow Gas Reservoir. 

Q. The Cisco production i s a t t r i b u t a b l e t o the 

South Dagger Draw Upper Pennsylvanian O i l Pool? 

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

Q. What i s the spacing f o r the pool? 

A. Spacing i s 320 acres. 

Q. And a standard w e l l l o c a t i o n would be where, 

s i r ? 

A. Would be 660 f e e t from lease l i n e s . 

Q. The proposed bottom-hole l o c a t i o n , then, i n 

the Cisco formation i s going t o be a standard l o c a t i o n ? 

A. Yes, i t i s . 

Q. Why are you unable t o d r i l l a t a surface 

l o c a t i o n t h a t i s — o v e r l i e s the bottomhole l o c a t i o n ? 

A. On topographic maps there's a Box Canyon Draw 
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t h a t runs east-west across the n o r t h p o r t i o n of Section 

35. That draw l i e s e x a c t l y a t our proposed bottomhole 

l o c a t i o n . 

So i n order t o reach t h a t l o c a t i o n , we had t o 

set back from the draw and then d i r e c t i o n a l l y d r i l l t o 

t h a t bottomhole l o c a t i o n . 

Q. I n a d d i t i o n t o the Cisco f o r m a t i o n , do you 

propose t o d r i l l and t e s t any other formations? 

A. We propose t o d r i l l beyond the Cisco t o the 

Morrow form a t i o n , which l i e s approximately 1500 f e e t 

below the base of the Cisco. 

Q. The proposed spacing u n i t f o r the Morrow 

would have what o r i e n t a t i o n t o i t ? 

A. The Morrow spacing i s — Well, t h e y ' r e 

developed on 32 0-acre p r o r a t i o n u n i t s , and both of the 

p r o r a t i o n u n i t s f o r both the Cisco and the Morrow would 

be — would comprise the n o r t h h a l f of Section 35. 

Q. The l o c a t i o n i n the Morrow i s going t o be an 

unorthodox l o c a t i o n ? 

A. Yes, i t w i l l be. 

Q. Let's t u r n now t o the geologic i n f o r m a t i o n 

t h a t you have developed concerning the Cisco. 

A. Okay. 

Q. I f y o u ' l l i d e n t i f y E x h i b i t Number 2 f o r us? 

A. E x h i b i t Number 2 i s an isopach map of the 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

9 

Cisco-Canyon Dolomite r e s e r v o i r . 

The r e s e r v o i r i t s e l f , Dagger Draw, c o n s i s t s 

of a do l o m i t i z e d carbonate buildup t h a t was developed 

on the edge of the Delaware basin so t h a t i n t h i s p a r t 

of the world i t trends more or less n o r t h e a s t -

southwest. 

I t a t t a i n s a maximum thickness a t i t s core, 

as you can see on the contours, of about 350 f e e t i n 

thi c k n e s s , and then i t t h i n s outward toward the f l a n k s 

t o a zero l i n e on e i t h e r s i z e of what we c a l l t h i s 

dolomite fairway. 

Q. I n a d d i t i o n t o the isopach, have you prepared 

a s t r u c t u r e map? 

A. Yes, I have. That's E x h i b i t Number 3. 

Q. A l l r i g h t . I d e n t i f y and describe t h a t 

d i s p l a y . 

A. E x h i b i t 3 i s a s t r u c t u r e map on the Cisco-

Canyon Dolomite r e s e r v o i r . We're l o o k i n g a t a 50-foot 

contour i n t e r v a l . This shows a general d i p t h a t runs 

from southwest t o northeast so t h a t the southwest end 

of the map i s the highest, the northeast end i s the 

lowest. 

I n t h i s p o r t i o n of the Cisco Reservoir, i t ' s 

p a r t i c u l a r l y important t h a t we t r y t o keep the w e l l s as 

s t r u c t u r a l l y low as we po s s i b l y can i f we want t o 
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produce o i l , because we're so high i n South Dagger Draw 

t h a t we're a c t u a l l y up i n the gas cap. 

So our best l o c a t i o n i n the n o r t h h a l f of 

Section 35, t a k i n g advantage of s t r u c t u r e , would be t o 

move the w e l l as f a r n o r t h and as f a r east as we 

po s s i b l y could. Therefore, we have proposed a 

bottomhole l o c a t i o n i n the Cisco of 660 from n o r t h and 

east. 

Q. Describe f o r us the meaning of the dashed 

green l i n e t h a t has been labeled "Southern L i m i t o f O i l 

Production". 

A. The southern l i m i t of the o i l p r o d u c t i o n , as 

I've shown i t t h e r e , i s the most o p t i m i s t i c 

i n t e r p r e t a t i o n of the p o s i t i o n of t h a t o i l l i m i t . I t 

very e a s i l y could be f a r t h e r n o r t h . 

I f y o u ' l l look i n Sections 2 5 and 26, the 

w e l l s t h a t have been d r i l l e d by Yates Petroleum i n the 

past months are a l l o i l w e l l s . I f you look f u r t h e r 

south, the next w e l l you f i n d i n the Cisco Reservoir i s 

the Preston Federal Number 1 i n the south h a l f of 

Section 35. That's a gas w e l l . 

So a t some p o i n t between those two w e l l s i n 

26 and our Preston 1 w e l l i s a t r a n s i t i o n from an o i l -

producing t o a gas-producing r e s e r v o i r . 

Q. Have you prepared a d i s p l a y t h a t helps 
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v i s u a l i z e the r e l a t i o n s h i p of the water, gas and o i l as 

we move from North Dagger Draw through South Dagger 

Draw and f i n a l l y i n t o I n d i a n Basin? 

A. Yes, I have. This i s E x h i b i t Number 4. 

Now, when we look a t the d i s t r i b u t i o n of 

hydrocarbons i n Dagger Draw, we see t h a t they cannot be 

adequately explained by s t r u c t u r e alone. 

For example, lo o k i n g a t E x h i b i t 3, we see o i l 

p r o d u c t i o n i n Section 26. Based on s t r u c t u r e alone, 

there's no reason we shouldn't see o i l p r o d u c t i o n i n 

Section 35 and even f a r t h e r south i n t h a t Mojave w e l l 

i n the s h o r t Section 35. 

So we have t o come up w i t h an a l t e r n a t i v e 

e x p l a n a t i o n as t o why there i s no o i l column t h e r e . 

And we've found t h a t the observed 

r e l a t i o n s h i p s are c o n s i s t e n t w i t h those of a dynamic 

a q u i f e r . That i s , an a q u i f e r t h a t i s a c t u a l l y f l o w i n g . 

And i n t h i s case, we bel i e v e i t t o be f l o w i n g toward 

the northeast. 

I n l o o k i n g a t E x h i b i t Number 4, I * ve 

represented t h i s diagrammatically, where we have the 

water zone, i n t h i s case f l o w i n g t o the n o r t h e a s t , and 

t h a t has a l t e r e d the or d i n a r y r e l a t i o n s h i p s of t h e 

hydrocarbons such t h a t we've swept the o i l column i n a 

downdip d i r e c t i o n toward the northeast. 
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The results of that f o r North Dagger Draw are 

t h a t we see a t i l t e d oil/water contact, and t h a t has 

been documented. 

And South Dagger Draw we see, as i s shown on 

t h i s diagram, an updip l i m i t of the o i l column. And 

we've documented that j u s t by looking at the e x i s t i n g 

production. 

And i n Indian Basin we see a t i l t e d gas/water 

contact, and that well has been documented. There i s 

no o i l production i n Indian Basin toward the south. 

Q. Having helped us visualize the r e l a t i o n s h i p 

of the hydrocarbons to the water and how th a t has 

affected the d i s t r i b u t i o n of the o i l , have you prepared 

a cross-section that shows the r e l a t i o n s h i p of the 

available well data? 

A. Yes, that i s i n Exhibit Number 5. 

Q. Okay. 

A. This i s the north-south cross-section t h a t 

I've labeled as A - A prime on Exhibit Number 3. This 

i s passing from the Yates Mojave w e l l , which was 

d r i l l e d a few months ago, northward through the gas-

producing portion of the reservoir and i n t o the o i l -

producing part of the reservoir i n Section Number 26, 

ending on the V i c k i Number 1 w e l l . 

The logs I've shown here are porosity logs, 
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w i t h the exception of the Yates Conoco Number 3 "AGK". 

That w e l l was d r i l l e d so r e c e n t l y t h a t the logs are not 

y e t a v a i l a b l e . However, the p e r f r a t e d i n t e r v a l was 

made a v a i l a b l e t h e r e , and i t ' s shown i n the dark l i n e s 

on t h a t l o g s t i c k . 

Q. Toward the bottom of each l o g , I'm also 

showing the producing r a t e s , so we can i n f a c t v e r i f y 

t h a t these w e l l s are gas w e l l s or o i l w e l l s . 

The shaded area t h a t I've shown represents 

the Cisco Dolomite r e s e r v o i r . The red shading 

i n d i c a t e s the gas-producing p o r t i o n , t h e green shading 

i n d i c a t e s t h a t p o r t i o n which i s o i l - p r o d u c i n g , and then 

the blue i n d i c a t e s the water-producing p o r t i o n . 

I f you look over a t the l e f t or the r i g h t 

s ide of t h i s cross-section, you can see t h a t updip 

pinchout of the o i l column t h a t I r e f e r r e d t o e a r l i e r . 

The g a s / o i l contact t h a t we've shown here i s 

r e a l l y a matter of conjecture. Because o i l i n the 

r e s e r v o i r i s such a high g r a v i t y i t ' s impossible t o 

determine the g a s / o i l contact based on open-hole logs. 

So we have t o use producing data. We have t o look a t 

where w e l l s are completed t o determine the p o s i t i o n of 

t h a t contact. 

And you can see t h a t i f t h a t c o n t a c t i s 

s h i f t e d up or down any amount, i t could g r e a t l y a f f e c t 
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t h a t southern l i m i t of the o i l p r o d u c t i o n . Therefore, 

t h a t f u r t h e r emphasizes the need f o r us t o place our 

w e l l as f a r n o r t h as we p o s s i b l y can. 

Q. Placing the w e l l 660 from the n o r t h and east 

boundaries of the s e c t i o n does place i t i n the 

bottomhole l o c a t i o n , so t h a t i t i s standard i n t h i s 

r e s e r v o i r ? 

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

Q. What do you achieve w i t h a w e l l a t t h i s 

l o c a t i o n , then, i f i t i s continued on i n t o the Morrow 

r e s e r v o i r ? 

A. I f we — one of the — The next e x h i b i t t h a t 

I ' l l show, the documents t h a t we f e e l l i k e t h e Morrow 

i s a l s o prospective. 

And one of the d i f f i c u l t i e s we encounter i n 

t e s t i n g the Morrow i s t h a t i t i s so r i s k y t h a t about 

the only way you can economically t e s t the Morrow i s t o 

add a t a i l onto e x i s t i n g Cisco w e l l s . 

Q. Let's t u r n t o the Morrow d i s p l a y . I t ' s 

E x h i b i t Number 6. 

A. This i s a s t r u c t u r e map on the t o p of the 

Morrow c l a s t i c s . This i s the producing i n t e r v a l a t the 

Morrow horizon. 

The w e l l s which have a c t u a l l y penetrated the 

Morrow are i n d i c a t e d on the map by a pur p l e c i r c l e 
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around them. So you can see there's not a l o t o f 

c o n t r o l f o r t h i s map. 

But there i s a s u f f i c i e n t amount t o d e f i n e a 

northeast t r e n d i n g nose t h a t runs through Section 35. 

This has l e d us t o propose extending our Cisco w e l l 

onto the Morrow about another 1500 f e e t i n order t o 

t e s t the Morrow Reservoir. 

The nearest adjacent Morrow p r o d u c t i o n t h a t 

we have here i s i n Section 36, which i s t o the east of 

our proposed w e l l . Marathon's I n d i a n H i l l s Number 1 

and I n d i a n H i l l s Number 2 w e l l s both produced economic 

reserves from the Morrow. 

Q. I n your opinion, Mr. Hardie, does approval of 

t h i s A p p l i c a t i o n represent the best o p p o r t u n i t y f o r 

Conoco t o t e s t the Cisco, as w e l l as an o p p o r t u n i t y t o 

penetrate and t e s t the Morrow? 

A. Yes, i t does. 

MR. KELLAHIN: That concludes my examination 

of Mr. Hardie, Mr. Examiner. 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 1 

through 6. 

EXAMINER STOGNER: E x h i b i t s 1 through 6 w i l l 

be admitted i n t o evidence a t t h i s time. 

MR. STOVALL: I have a question w h i l e you're 

l o o k i n g , Mr. Examiner. 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

16 

EXAMINER STOGNER: Yes, please. 

EXAMINATION 

BY MR. STOVALL: 

Q. I f you are going t o — I f t h i s i s your 

bottomhole l o c a t i o n f o r the Cisco, how much — What i s 

the o f f s e t f o r the Morrow? I mean, are they going t o 

be a t the same bottomhole l o c a t i o n ? 

A. Yes, they w i l l be. The proposal i s t o 

devi a t e t o a p o i n t 660 from the n o r t h and east before 

we encounter the Cisco, and then continue v e r t i c a l l y 

downward on t o the Cisco and i n t o the Morrow. 

MR. KELLAHIN: I n order not t o have too 

narrow a radius t a r g e t i n the Morrow, our A p p l i c a t i o n 

requested an o p p o r t u n i t y t o be unorthodox, so long as 

we were no cl o s e r than 660 t o the northeast boundary of 

the s e c t i o n . 

Q. (By Mr. S t o v a l l ) So conceivably i t could be 

a l i t t l e f u r t h e r — 

A. Yes. 

Q. — south and west, then? 

A. We've designated those 660 l i n e s as hard 

l i n e s . We w i l l not go beyond them. 

EXAMINER STOGNER: I have no questions of 

t h i s witness. 

MR. KELLAHIN: Thank you. 
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EXAMINER STOGNER: You may be excused. 

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

Hoover. 

JERRY HOOVER. 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Hoover, would you please s t a t e your name 

and occupation? 

A. My name i s J e r r y Hoover. I'm a petroleum 

engineer w i t h Conoco, Incorporated. My c u r r e n t t i t l e 

i s senior conservation c o o r d i n a t o r . 

Q. On p r i o r occasions have you t e s t i f i e d as a 

petroleum engineer before the D i v i s i o n ? 

A. Yes, I have. 

Q. And pursuant t o your employment by the 

company, have you made a study of the f a c t s surrounding 

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

A. Yes, I have. 

MR. KELLAHIN: We tender Mr. Hoover as an 

expert petroleum engineer. 

EXAMINER STOGNER: Mr. Hoover i s so 

q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Mr. Hoover, l e t me ask 
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you, s i r , t o t u r n t o E x h i b i t Number 7 and i d e n t i f y t h a t 

d i s p l a y f o r us. 

A. E x h i b i t 7 i s a copy of the w e l l l o c a t i o n 

acreage d e d i c a t i o n p l a t , showing the surveyed surface 

l o c a t i o n f o r t h i s proposed w e l l a t 460 from the east 

l i n e , 990 from the n o r t h l i n e . 

The dashed l i n e also shows the o r i e n t a t i o n 

and s i z e of the proposed p r o r a t i o n u n i t f o r both Morrow 

and Cisco. 

Q. When we look a t the dot i n the northeast of 

the northeast, t h a t represents the surface l o c a t i o n a t 

which you w i l l commence d r i l l i n g t he we l l ? 

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

Q. But f o r the f a c t t h a t t h i s w e l l i s u l t i m a t e l y 

t a r g e t e d t o an unorthodox bottomhole l o c a t i o n i n the 

Morrow forma t i o n , the other aspects of t h i s A p p l i c a t i o n 

could have been approved a d m i n i s t r a t i v e l y , could they 

not? 

A. Yes. 

Q. You q u a l i f i e d f o r a standard w e l l l o c a t i o n i n 

the Cisco, and the d i r e c t i o n a l d r i l l i n g could have been 

accomplished w i t h an a d m i n i s t r a t i v e a p p l i c a t i o n , but 

f o r t h e f a c t t h a t you're too close t o t h e eastern 

boundary of the spacing u n i t f o r Morrow production? 

A. And too close t o the northern boundary. 
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Q. Y o u ' l l be 660 from the no r t h e r n boundary? 

A. Okay, t h a t ' s c o r r e c t , you're c o r r e c t . 

Q. A l l r i g h t , s i r , l e t ' s t u r n now t o the su b j e c t 

of waivers. Have you i d e n t i f i e d who the o f f s e t 

operators are towards whom the w e l l i n the Morrow 

fo r m a t i o n encroaches? 

A. Yes, we have. Those were i n d i c a t e d on 

E x h i b i t Number 1, the l o c a t i o n map, showing Marathon as 

the o f f s e t operator t o the east i n Section 36, showing 

Yates the o f f s e t operator t o the n o r t h i n Sections 25 

and 26. 

Q. And other than Yates and Marathon, any 

encroachment i s towards Conoco-operated t r a c t s ? 

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

Q. Have you obtained any waives from e i t h e r of 

those two companies? 

A. We have. 

Q. I d e n t i f y and describe f o r me E x h i b i t Number 

8. 

A. E x h i b i t Number 8 i s a waiver from Marathon 

O i l Company, waiving t h e i r o b j e c t i o n t o the unorthodox 

Morrow l o c a t i o n being t e s t e d i n combination w i t h an 

orthodox Cisco l o c a t i o n . 

This i s a combination t h a t has been 

accomplished several times i n t h i s area, and Marathon 
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has waived o b j e c t i o n t o i t i f we also a l l o w them t o do 

the same t h i n g . 

Q. That has become a matter of r e g u l a r p r a c t i c e 

among operators i n t h i s area when they e l e c t t o put 

a d d i t i o n a l footage on the bottom of a Cisco w e l l and 

look f o r p o t e n t i a l production i n the Morrow? 

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

Q. I d e n t i f y and describe f o r us E x h i b i t Number 

9. 

A. E x h i b i t Number 9 i s a l e t t e r from Yates, also 

agreeing t o the same type of consent. 

Q. Conoco has agreed w i t h both Marathon and 

Yates t h a t we would waive s i m i l a r o b j e c t i o n t o t h e i r 

w e l l s i n the s p e c i f i e d acreage? 

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

Q. A l l r i g h t . Let's s k i p now 10 and 11 f o r a 

moment and go t o the topo map, which i s marked 12. 

Let's deal w i t h the surface issue. 

A. Yes. 

Q. Describe f o r us, Mr. Hoover, why you were not 

able t o o b t a i n the approval of a surface l o c a t i o n t h a t 

would be c o n s i s t e n t w i t h the bottomhole t a r g e t s so t h a t 

you could have d r i l l e d t h i s w e l l v e r t i c a l l y . 

A. Yes, i n the center of t h i s topo map, i n 

Section 35, you can see the close contours and the 
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shaded area moving across the northern h a l f of Section 

35, indicated as the Box Canyon Draw, and t h a t runs 

d i r e c t l y across the proposed 660/660 location. 

Q. Does the current unorthodox surface location 

meet a l l the surface l i m i t a t i o n s i n use f o r a we l l 

d r i l l e d at that unorthodox surface location? 

A. Yes. 

Q. Let's now t a l k about how you're going t o 

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

I f y o u ' l l go to Exhibit 10, although the 

display does not s t a r t at the surface, I would l i k e you 

f i r s t of a l l to look at the horizontal plan — 

A. Yes. 

Q. — which i s on the r i g h t portion of Exhibit 

Number 10. T e l l us what the horizontal plan i s f o r the 

w e l l . 

A. Yes, i n the lower right-hand part of t h i s 

display, the crossing axes i n that plan show you the 

surface location f o r t h i s well at 460 from the east 

l i n e . 

The diagonal l i n e showing the azimuth of 47 

degrees north and west i s the proposed d i r e c t i o n of 

d r i l l i n g f o r t h i s w e l l , which w i l l be extended t o a 

point — and you see the two hard l i n e s , the north hard 

l i n e and the east hard l i n e — i t w i l l be extended t o a 
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point inside those. I t w i l l be no closer than the 660 

to eit h e r the north or the east boundary. We would 

l i k e t o maintain the l a t i t u d e that i s generally needed 

i n d i r e c t i o n a l d r i l l i n g to be anywhere w i t h i n t h a t 3 3 0-

foot box that i s allowed f o r a standard Cisco 

completion at t h i s location. 

Q. Okay, take us now from the surface and look 

at the v e r t i c a l section. There's a portion of the 

v e r t i c a l section that has been deleted from the 

display, so o r a l l y describe f o r us what happens at the 

surface and how do we get down to the k i c k o f f point at 

4631 feet that represents the f i r s t data point on the 

v e r t i c a l section? 

A. Yes, t h i s display begins j u s t above the 

deviation point f o r the d i r e c t i o n a l d r i l l i n g . 

I n i t i a l l y , we w i l l d r i l l a conventional 

13-1/2-inch hole t o 1200 feet. We w i l l set 9-5/8-inch 

surface casing at that point, and a gyro survey w i l l be 

run on wire l i n e t o determine the exact l o c a t i o n , the 

deviation, the deflection of the w e l l at t h a t p o i n t , at 

the s e t t i n g of the surface casing. 

Then conventional d r i l l i n g w i l l be continued 

with an 8-3/4-inch hole down to approximately 4600 

feet, which brings us wi t h i n the context of what t h i s 

display shows. 
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Q. S t a r t i n g t h e r e , what w i l l you do a t t h e 

k i c k o f f p o i n t ? 

A. A l l r i g h t , a t approximately 4600 f e e t we're 

going t o f i r s t of a l l drop a magnetic m u l t i - s h o t survey 

and p u l l i t back t o surface, t a k i n g readings about 

every 250 f e e t so we can e s t a b l i s h p r e c i s e l y t he 

d e f l e c t i o n and the azimuth of our hole a t t h i s p o i n t 

before we begin the d i r e c t i o n a l d r i l l i n g p o r t i o n of the 

hole. 

Then w e ' l l go in - h o l e w i t h a d e f l e c t i n g 

assembly which includes a mud motor and a bent sub. 

When t h a t ' s downhole, t h e y ' l l shoot a s i n g l e shot i n 

order t o check the o r i e n t a t i o n of t h a t sub, and w i t h a 

s t e e r i n g t o o l a t the surface they w i l l o r i e n t t h a t i n 

t h a t northwest d i r e c t i o n as shown on the h o r i z o n t a l 

p l an here. 

Then d r i l l i n g w i l l proceed f o r approximately 

100 f e e t , d e v i a t i n g t h a t hole out of the v e r t i c a l plane 

and s e t t i n g the o r i e n t e d d i r e c t i o n f o r the hole. 

Q. Having done t h a t , w i l l you commence t o b u i l d 

angle on the well? 

A. That's c o r r e c t , w e ' l l then go i n - h o l e w i t h a 

b e l t assembly which i s designed t o increase th e angle 

of d e v i a t i o n by about 1 1/2 degrees per hundred f e e t of 

d r i l l i n g . 
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A f t e r about 800 f e e t of d r i l l i n g , we should have 

b u i l t t he 12 degrees t h a t i s i n d i c a t e d on t h i s d i s p l a y 

t h a t we would l i k e t o e s t a b l i s h . 

Q. Once t h a t p o i n t i s e s t a b l i s h e d , what then do 

you do? 

A. A l l r i g h t , a t t h a t p o i n t w e ' l l go i n - h o l e 

w i t h what i s c a l l e d a packed-hole assembly. That 

simply means t h a t a t t h a t p o i n t we w i l l want t o 

maintain t h a t 12-degree d e v i a t i o n f o r a p e r i o d of time 

of d r i l l i n g , and t h a t packed-hole assembly w i l l be 

maintained f o r about 600 a d d i t i o n a l f e e t of d r i l l i n g , 

which w i l l maintain the d e f l e c t i o n a t 12 degrees. 

Q. Then what do you do i n order t o take the w e l l 

back t o a v e r t i c a l s i t u a t i o n ? 

A. At t h a t p o i n t w e ' l l go i n w i t h an angle-drop 

assembly, which w i l l a llow a ge n t l e decrease i n the 

d e v i a t i o n . The d e v i a t i o n w i l l decrease about t h r e e -

q u a r t e r s of a degree per hundred f e e t . 

And by the time we've reached the t o p of the 

Cisco a t about 7600 v e r t i c a l f e e t , we should be back t o 

a zero d e v i a t i o n . And a t t h a t p o i n t we can continue 

d r i l l i n g v e r t i c a l l y on through the Cisco and through 

the Morrow. 

Q. Summarize f o r us how you propose t o t e s t and 

complete the w e l l . 
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A. The w e l l w i l l be t e s t e d i n the Morrow t o see 

i f there's any p o t e n t i a l t h e r e . 

We'll have t o then come uphole and a l s o t e s t 

the Cisco. 

The size of t h i s hole t h a t we're d r i l l i n g and 

the casing t h a t ' s planned f o r i t w i l l support a dual 

completion i n the two zones i f the water p r o d u c t i o n i s 

not too great i n the Cisco. 

And so i f both are economically p r o d u c i b l e , 

t h a t i s , a v i a b l e scenario, t h a t we could dual t h e w e l l 

i n both zones. 

I f the water production i s too gr e a t i n the 

upper zone, where i t would r e q u i r e a submersible or 

some other type of pumping means, then i t would be a 

choice of which one t o complete i n t h i s w e l l . 

Q. I d e n t i f y f o r us what's contained on E x h i b i t 

Number 11. 

Did I misnumber t h a t e x h i b i t ? 

A. This i s the second page o f number 12. 

MR. KELLAHIN: Okay. 

MR. STOVALL: Number 10, you mean, Mr. 

Hoover? 

THE WITNESS: Yes, s i r , Number 10. 

MR. KELLAHIN: Then I've misnumbered the 

e x h i b i t s , because the topo p l a t — I'm s o r r y , I know 
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what i t i s . 

MR. STOVALL: Let's go back here a minute. 

Are you r e f e r r i n g t o the d i r e c t i o n a l w e l l p l a n page, 

Mr. Ke l l a h i n ? 

MR. KELLAHIN: The d i r e c t i o n a l w e l l p l a n page 

should be stap l e d onto E x h i b i t Number 10. 

THE WITNESS: I n your i t i s s t a p l e d . I d i d 

not get Tom's staple d . 

MR. STOVALL: Well, you gave me the wrong 

copy, Mr. K e l l a h i n . I was supposed t o get the messed-

up one. 

MR. KELLAHIN: That was my i n t e n t , but — 

THE WITNESS: This i s simply the t a b u l a t i o n 

of a l l t h e data t h a t went i n t o the drawing of t h e 

diagrams on the f i r s t page. 

MR. KELLAHIN: A l l r i g h t , s i r . E x h i b i t 

Number 11 i s the C e r t i f i c a t e of M a i l i n g , E x h i b i t 12 i s 

the topo map, and i s there a — Did you get E x h i b i t 

Number 11? Okay. 

That concludes my examination of Mr. Hoover, 

then. 

We would move the i n t r o d u c t i o n of E x h i b i t s 7 

through 12. 

EXAMINER STOGNER: E x h i b i t s 7 through 12 w i l l 

be admitted i n t o evidence. 
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EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Hoover, so I'm sure where the o f f s e t s 

are, I ' l l r e f e r t o E x h i b i t Number — I'm s o r r y , hang on 

a second. 

MR. STOVALL: Yates i s n o r t h and Marathon i s 

east, i s what i t i s ; i s t h a t c o r r e c t , Mr. Hoover? 

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

MR. STOVALL: Yates i s n o r t h and northeast? 

THE WITNESS: Yes. Each w e l l i s la b e l e d w i t h 

the operator. 

MR. STOVALL: And Yates includes a l l the 

var i o u s Yates e n t i t i e s t h a t are r e f e r r e d t o i n t h e i r 

l e t t e r ? 

THE WITNESS: Yes. 

MR. STOVALL: Myco and a l l the others? 

THE WITNESS: Yes. 

Q. (By Examiner Stogner) Okay, i n r e f e r r i n g t o 

E x h i b i t Number 12, has the Preston Federal Well Number 

6 surface l o c a t i o n been staked and approved by the BLM? 

A. Yes, i t has. That's been clea r e d on surface. 

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

A. Yes. 

Q. No f u r t h e r a u t h o r i z a t i o n from t h a t e n t i t y 

needs t o be waited on a t t h i s time? 
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A. I have not had any i n d i c a t i o n of any problems 

w i t h i t . 

They d i d t h e i r surface i n s p e c t i o n . We had an 

ar c h e o l o g i c a l survey completed before we f i l e d t h i s 

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

Q. Okay. The Cisco Canyon for m a t i o n i n t h i s 

p a r t i c u l a r area i s p a r t of the South Dagger Draw Upper 

Pennsylvania associated po o l ; i s t h a t c o r r e c t ? 

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

Q. And the p r o r a t i o n u n i t , r a t h e r be gas or o i l , 

i s both, 320 acres? 

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

Q. And what's your understanding of standard 

l o c a t i o n i n e i t h e r an o i l or gas p r o r a t i o n i n t h a t pool 

i s ? 

A. Standard l o c a t i o n f o r e i t h e r o i l or gas w e l l 

i n t he South Dagger Draw Pool i s 660 o f f s e t from the 

boundaries of the p r o r a t i o n u n i t . 

Q. So i n essence, t h a t ' s a standard l o c a t i o n . 

But f o r the Morrow zone i n t h i s p a r t i c u l a r instance, 

t h a t ' s what makes i t unorthodox? 

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

EXAMINER STOGNER: Any other questions o f 

t h i s witness? 

MR. STOVALL: Yeah. 
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EXAMINATION 

BY MR. STOVALL: 

Q. The only other one i s , your i n t e r p r e t a t i o n of 

the Yates waiver i s t h a t — Their language i s , t he 

i n t e n t i s they would approve a l i k e o f f s e t both i n 

terms of d i r e c t i o n and distance; i s t h a t c o r r e c t ? 

A. That's c o r r e c t . And we have agreed w i t h them 

t h a t , yes, we would consent t o t h e i r — a s i m i l a r 

arrangement f o r them. 

EXAMINER STOGNER: Any other questions o f 

t h i s witness? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: Mr. Hoover may be excused. 

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

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: Does anybody el s e have 

anything f u r t h e r i n Case Number 10,565? 

MR. STOVALL: Yes, I t h i n k we ought t o s i n g 

Happy Birthday t o Mr. K e l l a h i n . He's working on t h e 

l a s t year of h i s f i r s t h a l f century. 

MR. KELLAHIN: Oh, no, you should not do 

t h a t . We won't do t h a t . 

EXAMINER STOGNER: Well, we won't s i n g , but 

we w i l l o f f i c i a l l y on the record wish you a very happy 

and j o y f u l b i r t h d a y , Mr. K e l l a h i n . 
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MR. KELLAHIN: Well, I thank you, Mr. 

Examiner. The l a s t time someone proposed t h a t they d i d 

i t i n the form of a motion, and i t was denied. So — 

MR. STOVALL: I t must have been Carr. 

MR. KELLAHIN: Thank you, Mr. Examiner. 

That's the f i r s t successful b i r t h d a y motion t h a t t h i s 

D i v i s i o n has ever granted me. 

EXAMINER STOGNER: With t h a t , I w i l l take 

t h i s case under advisement, and also Mr. K e l l a h i n ' s 

b i r t h d a y . 

(Thereupon, these proceedings were concluded 

a t 12:46 p.m.) 

* * * 
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