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I N D E X 

Page Number 

A p p e a r a n c e s 

WITNESSES FOR THE APPLICANT: 

1. ALAN ALEXANDER 
K e l l a h i n 
S t o g n e r 
S t o v a l l 

3 . 

E x a m i n a t i o n by Mr 
E x a m i n a t i o n by Mr 
E x a m i n a t i o n by Mr 

JAMES D, FALCONI 
E x a m i n a t i o n by Mr. K e l l a h i n 

GREGORY L. JENNINGS 
E x a m i n a t i o n b y Mr. K e l l a h i n 
E x a m i n a t i o n by Mr. S t o g n e r 

1 3 

7 
1 5 
1 6 

C e r t i f i c a t e o f R e p o r t e r 

E X H I B I T S 

2 2 
2 6 

29 

Re f e r e n c e 
E x h i b i t No . 1 7 
E x h i b i t No . 2 8 
E x h i b i t No . 3 1 0 
E x h i b i t No . 4 1 7 
E x h i b i t No . 5 1 9 
E x h i b i t No . 6 2 3 
E x h i b i t No . 7 2 3 
E x h i b i t No . 8 24 
E x h i b i t No . 9 2 6 

RODRIGUEZ REPORTING 
( 5 0 5 ) 9 8 8 - 1 7 7 2 



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 

2 3 

24 

2 5 

EXAMINER STOGNER: C a l l n e x t c a s e , No. 

10632 . 

MR. STOVALL: W h i c h i s t h e 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 c o m p u l s o r y p o o l i n g a n d 

an u n o r t h o d o x c o a l gas w e l l l o c a t i o n , San J u a n 

C o u n t y , New M e x i c o . 

EXAMINER STOGNER: C a l l f o r 

a p p e a r a n c e s . 

MR. KELLAHIN: I f i t p l e a s e t h e 

E x a m i n e r , my name i s Tom K e l l a h i n o f t h e S a n t a Fe 

l a w f i r m o f K e l l a h i n a n d K e l l a h i n , a p p e a r i n g on 

b e h a l f o f M e r i d i a n O i i , I n c . 

EXAMINER STOGNER: Any o t h e r 

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

How many w i t n e s s e s do y o u h a v e i n t h i s 

p a r t i c u l a r c a s e ? 

MR. KELLAHIN: Mr. E x a m i n e r , I h a v e t h e 

same t h r e e w i t n e s s e s as i n t h e p r i o r c a s e , a n d t o 

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

t o r e f l e c t t h a t t h e y ' r e a l r e a d y u n d e r o a t h and 

c o n t i n u e t o do so i n t h i s c a s e . 

EXAMINER STOGNER: And so i t s h a l l . 

You may c o n t i n u e . 

MR. KELLAHIN: The n e x t c a s e h a s t h e 

o f f - p a t t e r n r e q u e s t f o r t h e Maddox 777 w e l l . I n 
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a d d i t i o n , t h e r e i s a r e q u e s t f o r a c o m p u l s o r y 

p o o l i n g o r d e r . 

When o r i g i n a l l y f i l e d , U nocal was a 

w o r k i n g i n t e r e s t owner w h i c h had n o t y e t 

c o m m i t t e d i t s i n t e r e s t . I t i s my u n d e r s t a n d i n g 

t h a t t h e documents n e c e s s a r y t o commit t h e i r 

i n t e r e s t on a v o l u n t a r y b a s i s have been e x e c u t e d , 

and so we w o u l d p r o p o s e t o d e l e t e them f r o m t h e 

p o o l i n g . 

That l e a v e s r e m a i n i n g , t h e n , t h e 

u n u s u a l c i r c u m s t a n c e o f one o f t h e o i l and gas 

l e a s e s i n t h e s p a c i n g u n i t n o t h a v i n g a p o o l i n g 

c l a u s e , and so w e ' l l be s e e k i n g a c o m p u l s o r y 

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

r o y a l t y and o v e r r i d e s i n a l e a s e t h a t i s b e i n g 

d e d i c a t e d t o t h e s p a c i n g u n i t . Mr. A l e x a n d e r 

w i l l d e s c r i b e t h a t f o r you. 

There w i l l be no need f o r a r i s k f a c t o r 

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

a r e r o y a l t y owners and t h e y do n o t bear any c o s t 

f o r t h o s e i t e m s . 

EXAMINER STOGNER: Mr. K e l l a h i n , i s 

t h i s s o m e t h i n g s i m i l a r t o an o l d m i n e r a l l e a s e 

r o y a l t y i n t e r e s t back i n t h e e a r l y 50s, 40s, t h a t 

was common a t t h o s e t i m e s ? 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

1̂ 
T 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

19 

2 0 

2 1 

2 2 

2 3 

24 

2 5 

6 

MR. KELLAHIN: Yes, s i r . We've done 

t h i s on o c c a s i o n . I t d o e s n ' t h a p p e n t o o o f t e n , 

b u t o c c a s i o n a l l y w e ' r e r e q u i r e d t o do t h i s i n 

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

p r o p o r t i o n a t e l y r e d u c e i t so t h e y h a v e t h e i r f a i r 

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

EXAMINER STOGNER: Okay. 

MR. KELLAHIN: I n a d d i t i o n , t h e 

u n o r t h o d o x l o c a t i o n as d o c k e t e d s howed a 6 4 0 - f o o t 

s e t b a c k f r o m t h e e a s t b o u n d a r y . T h a t now h a s 

b e e n moved b a c k t o a more s t a n d a r d l o c a t i o n w h i c h 

i s 790 f r o m t h a t b o u n d a r y . H o w e v e r , i t i s s t i l l 

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

o f f - p a t t e r n . B u t t h e w e l l f o o t a g e s e t b a c k now 

m e e t s t h e 790 s e t b a c k r u l e . 

EXAMINER STOGNER: What i s t h e f o o t a g e 

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

MR. STOVALL: D i d y o u w a n t t o h a v e t h e 

w i t n e s s t e s t i f y t o t h a t ? 

MR. KELLAHIN: I w i l l , a n d i t ' s on one 

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

MR. STOVALL: T h a t w o u l d be a b e t t e r 

way t o do i t . L e t ' s go a h e a d a nd g e t t h e w i t n e s s 

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

MR. KELLAHIN: I t ' s g o i n g t o be 790 
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f r o m t h e e a s t b o u n d a r y a n d 2150 f r o m t h e s o u t h 

l i n e . 

EXAMINER STOGNER: Okay. You may 

c o n t i n u e . 

ALAN ALEXANDER 

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

was e x a m i n e d a n d 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 , l e t me h a v e y o u , s i r , 

t u r n t o E x h i b i t No. 1 a n d , f o r t h e r e c o r d , 

i d e n t i f y t h e d o c u m e n t s b e h i n d E x h i b i t t a b No. 1? 

A. The d o c u m e n t s b e h i n d E x h i b i t t a b No. 1 

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

as w e l l as t h e a p p l i c a t i o n f o r t h e u n o r t h o d o x 

c o a l w e l l l o c a t i o n f o r o u r Maddox Com #777 w e l l . 

T h i s w e l l i s l o c a t e d i n S e c t i o n 17 o f 

T o w n s h i p 30 N o r t h , Range 8 W e s t , i n t h e s o u t h e a s t 

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

Q. Of t h e w o r k i n g i n t e r e s t o w n e r s i n t h e 

e a s t h a l f o f 17, w h i c h o f t h o s e i n t e r e s t o w n e r s 

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

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

A. T h i s w e l l was f i r s t p r o p o s e d by Conoco, 

I n c . T h e y c o n t a c t e d us a r o u n d O c t o b e r 9 t h o f 
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t h i s y e a r t o p r o p o s e t h i s work and t o s t a r t a l l 

of t h e work n e c e s s a r y t o f o r m a u n i t and g e t a l l 

t h e p a r t i e s c o m m i t t e d t o i t . 

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

t h e y p r o p o s e d t h a t t h e w e l l be d r i l l e d ? 

A. O r i g i n a l l y , Conoco, I n c . , p r o p o s e d t h e 

w e l l be d r i l l e d i n t h e n o r t h e a s t q u a r t e r of t h i s 

s e c t i o n . 

Q. Summarize f o r us what s u b s e q u e n t l y 

t r ansp i r ed. 

A. Once t h e y c o n t a c t e d us, we began 

l o o k i n g a t t h i s p r o p o s a l a l o n g w i t h Conoco. I t ' s 

a j o i n t p r o j e c t a t t h i s t i m e , even. We 

d e t e r m i n e d f r o m our a n a l y s i s o f t h e w e l l s t h a t 

have c o m p l e t e d i n t h i s a r e a and our a n a l y s i s o f 

t h e k i c k s t h a t had t a k e n p l a c e i n t h e Mesaverde 

w e l l s t h a t have been d r i l l e d p r e v i o u s l y , t h a t t h e 

more p r u d e n t and l e s s r i s k y t h i n g t o do wo u l d be 

t o move t h e w e l l t o t h e s o u t h e a s t q u a r t e r and 

d r i l l i t down t h e r e f o r t h o s e r e a s o n s . A l l o f 

th e w o r k i n g i n t e r e s t owners, i n c l u d i n g Conoco and 

Amoco, a r e i n agreement w i t h t h i s move t o t h e 

s o u t h e a s t q u a r t e r . 

Q. L e t me have you t u r n t o E x h i b i t No. 2, 

and t h e d i s p l a y shown b e h i n d E x h i b i t No. 2. 
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A. The d i s p l a y b e h i n d E x h i b i t No. 2 i s an 

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

s e c t i o n f o r t h e Maddox Com #777 w e l l . I t a l s o 

i n d i c a t e s t h e o f f s e t owners and o p e r a t o r s and 

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

b l o c k . 

Q. T h i s l o c a t i o n shown on t h e d i s p l a y i s 

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

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

Q. Summarize f o r us t h e r e v i s i o n o f t h e 

l o c a t i o n f r o m where i t was f i r s t p r o p o s e d i n t h e 

s o u t h e a s t q u a r t e r . 

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

d i s t a n c e f r o m t h e e a s t l i n e o f 640 f e e t . That 

w o u l d be t h e most c r i t i c a l measurement. The 

r e a s o n f o r t h a t i n i t i a l l y i s , t h i s i s a r a t h e r 

complex a r e a , t o p o g r a p h i c a l l y . The San Juan 

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

We were a t t e m p t i n g t o f i n d a l o c a t i o n 

somewhat removed f r o m t h e e x i s t i n g w e l l s and t o 

f i t t h e e x i s t i n g t o p o g r a p h y and t o f i t w i t h t h e 

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

Upon f u r t h e r s t u d y , we f o u n d we were 

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

l i n e and we p r e f e r r e d t o move i t back t o t h a t 
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l o c a t i o n . I t ' s a compromise and i t ' s a l i t t l e 

b i t r i s k i e r , b u t e v e r y t h i n g b e i n g c o n s i d e r e d , 

we're happy w i t h t h a t l o c a t i o n a t t h i s p o i n t i n 

t i m e . 

Q . Have you r e c e i v e d any o b j e c t i o n t o t h e 

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

A . No , s i r , we have n o t . 

Q . L e t ' s t u r n now t o t h e d i s p l a y shown 

b e h i n d E x h i b i t t a b No. 3, t h e f i r s t d i s p l a y , and 

have you h e l p us see some of t h e t o p o g r a p h i c 

f e a t u r e s t h a t l i m i t e d t h e l o c a t i on t o t h e one 

pro p o s e d ? 

A . The two exh i b i t s b e h i n d E x h i b i t 3 , t h e 

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

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

t o see t h e t o p o g r a p h y t o s c a l e . 

I f y o u ' l l t u r n t o t h e s e c t i o n page 

b e h i n d E x h i b i t No. 3, you can see where t h e San 

Juan r i v e r r u n s t h r o u g h t h i s q u a r t e r s e c t i o n , as 

w e l l as t h e l o c a t i o n s o f t h e e x i s t i n g w e l l s i n 

t h i s a r e a . 

That p r e s e n t e d us w i t h some p r o b l e m s i n 

a t t e m p t i n g t o l o c a t e t h i s w e l l where we d i d . 

Sou t h o f t h e r i v e r t h a t a c r e a g e i s a l l d e v e l o p e d , 

i t ' s c o m m e r c i a l r e a l e s t a t e , and we're n o t a b l e 
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t o l o c a t e a w e l l anywhere s o u t h o f t h e r i v e r on 

t h i s a c r e a g e , so t h a t l e f t us w i t h t h e n o r t h h a l f 

o f t h e s o u t h e a s t q u a r t e r and t h o s e a r e t h e 

f a c t o r s t h a t d i c t a t e d p r e t t y much where we wo u l d 

be a b l e t o l o c a t e a w e l l on t h i s q u a r t e r s e c t i o n . 

Q. The d i s p l a y a l s o shows a dashed b l a c k 

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

l e a s e s w i t h i n t h e s p a c i n g u n i t ? 

A. Yes, s i r . 

Q. I s t h a t what t h a t r e p r e s e n t s ? 

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

Q. I d e n t i f y f o r us t h e t r a c t t h a t c o n t a i n s 

t h e l e a s e w h i c h does n o t have a p o o l i n g c l a u s e . 

A. I f y o u ' l l l o o k i n t h e s o u t h e a s t q u a r t e r 

of S e c t i o n 17, you w i l l see t h r e e segmented 

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

y o u ' l l l o o k a t t h e segmented p o r t i o n t h a t ' s 

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

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

n o r t h 200 y a r d s o f t h e s o u t h h a l f o f t h e 

s o u t h e a s t q u a r t e r — t h a t i s t h e l e a s e t h a t does 

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

Q. Has M e r i d i a n d e a l t w i t h t h i s l e a s e i n 

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

t o f o r m s p a c i n g u n i t s ? 
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A. Yes, s i r , we have, and I b e l i e v e we 

have a l s o p u r c h a s e d t h i s l e a s e f r o m our 

p u r c h a s e r . There was n o t much i n f o r m a t i o n i n t h e 

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

We n o r m a l l y t r y t o amend a l l o f t h e s e t y p e s o f 

l e a s e s , and sometimes we're u n s u c c e s s f u l and i t 

causes t h e s e p o o l i n g cases t o happen. 

Q. Who i s t h e w o r k i n g i n t e r e s t owner f o r 

t h e l e a s e ? 

A. I t c o n s i s t s o f M e r i d i a n and our 

p a r t n e r s . I t ' s a g r o u p o f p e o p l e . 

Q. L e t me ask you t o t u r n back t o what i s 

marked as E x h i b i t B t o t h e a p p l i c a t i o n w h i c h i s 

c o n t a i n e d b e h i n d E x h i b i t No. 1. I t ' s t h e second 

t o t h e l a s t page i n E x h i b i t No. 1 w h i c h says 

" E x h i b i t B," and i t l i s t s a bunch o f names and 

a d d r e s s e s . 

E x c l u d i n g U n o c a l , w h i c h was t h e w o r k i n g 

i n t e r e s t owner, what do t h e r e s t o f t h e names on 

t h a t s h e e t r e p r e s e n t ? 

A. Those a r e t h e p a r t i e s t h a t own a common 

r o y a l t y and an o v e r r i d i n g r o y a l t y i n t h i s 

p a r t i c u l a r l e a s e . They w o u l d be t h e p a r t i e s t h a t 

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

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

i d e n t i t y and a d d r e s s e s a r e as c u r r e n t and 

a c c u r a t e as M e r i d i a n can o b t a i n ? 

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

Q. Have you caused n o t i f i c a t i o n t o be s e n t 

t o a l l t h e s e i n d i v i d u a l s or e n t i t i e s ? 

A. Yes, s i r , we have. 

Q. Have you r e c e i v e d any comments, 

o b j e c t i o n s , o r any c o r r e s p o n d e n c e , phone c a l l s 

f r o m any o f t h e s e p e o p l e ? 

A. No, s i r , we have n o t . 

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 . 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, 2 and 3. 

EXAMINER STOGNER: E x h i b i t s 1, 2 and 3 

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 . 

Mr. S t o v a 1 1 . 

EXAMINATION 

BY MR. STOVALL: 

Q. Have you asked any o f t h o s e p e o p l e t o 

s i g n a p o o l i n g agreement f o r t h i s t r a c t ? 

A. I i n v e s t i g a t e d t h e l e a s e we have, our 

l e a s e f i l e on t h a t , and a l t h o u g h i t ' s n o t 

e n t i r e l y c o m p l e t e , I d i d n o t f i n d some 

c o r r e s p o n d e n c e i n t h i s p a r t i c u l a r f i l e where t h e 
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p r i o r p a r t y t o us had a p p r o a c h e d t h o s e p e o p l e . 

But t h a t ' s n o t t o say t h e y had n o t been 

a p p r o a c h e d . I j u s t d i d n o t f i n d i t i n my f i l e . 

Q. My q u e s t i o n i s s p e c i f i c a l l y t o t h i s 

t r a c t . Even t h o u g h you d o n ' t have a p o o l i n g 

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

agreement w h i c h w o u l d p o o l t h e i r i n t e r e s t s ? 

A. Yes, s i r , t h e y c o u l d amend t h e c u r r e n t 

l e a s e . 

Q. They w o u l d n ' t have t o amend t h e c u r r e n t 

l e a s e . They c o u l d s i g n a p o o l i n g agreement, a 

s e p a r a t e agreement, w h i c h w o u l d be com p a r a b l e t o 

a com agreement? 

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

Q. Have you asked them t o do so? 

A. We're w o r k i n g on t h e c o m m u n i t i z a t i o n 

agreement a t t h i s t i m e . 

Q. But you h a v e n ' t answered my q u e s t i o n . 

Have you asked them w h e t h e r o r n o t t h e y w o u l d 

s i g n a com agreement o r p o o l i n g agreement? 

A. No, s i r . They have n o t been asked y e t 

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

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

Q . I f you were t o do so, i s i t y o u r 

o p i n i o n t h a t t h e i r i n t e r e s t w o u l d be t h e same as 
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i f t h e y a r e p o o l e d by an o r d e r h ere? 

A. Yes, s i r , i n my o p i n i o n i t w o u l d be. 

Q. So t h e r e ' s r e a l l y n o t a m a t e r i a l 

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

A. No, s i r , n o t t o my u n d e r s t a n d i n g . 

MR. STOVALL: Okay. T h a t ' s i t . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. For my sake, when I l o o k a t t h e e a s t 

h a l f o f S e c t i o n 17, t h e n o r t h e a s t q u a r t e r , i s 

t h a t a f e e ? f e d e r a l ? s t a t e t r a c t ? I want t o 

b r e a k t h e s e down so I u n d e r s t a n d w h i c h t r a c t i s 

w h i c h . 

A. Yes, s i r . The n o r t h e a s t q u a r t e r i s a 

f e d e r a l t r a c t owned by Amoco and Conoco j o i n t l y . 

Q. When I go down t o t h e n o r t h h a l f o f t h e 

s o u t h e a s t q u a r t e r , how ab o u t t h a t p a r t i c u l a r 

p o r t i o n ? 

A. Those l e a s e s t h e r e , t h e r e a r e t h r e e 

l e a s e s , t h e y a r e a l l f e e l e a s e s i n t h e n o r t h h a l f 

o f t h e s o u t h e a s t q u a r t e r . That l e a s e , i f y o u ' l l 

l o o k on E x h i b i t 3 on t h a t p l a t , y o u ' l l see a l a n d 

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

s o u t h e a s t q u a r t e r a r e t h o s e same t h r e e l e a s e s ; 

w i t h t h a t m i d d l e t r a c t , t h e n o r t h 200 y a r d s o f 
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t h e s o u t h e a s t q u a r t e r , b e i n g a s e p a r a t e f e e 

l e a s e . 

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

The n o r t h 200 y a r d s ? 

A. Of t h e s o u t h h a l f o f t h e s o u t h e a s t 

q u a r t e r . Y e s , s i r , t h a t ' s c o r r e c t . 

Q. And t h e p a r t i e s i n E x h i b i t B o f E x h i b i t 

No. 1 a r e t h e p a r t i e s o f i n t e r e s t i n t h a t 

p a r t i c u l a r t r a c t , i s t h a t c o r r e c t ? 

A. They a r e t h e r o y a l t y a n d t h e o v e r r i d i n g 

r o y a l t y i n t e r e s t s , y e s , s i r . 

MR. KELLAHIN: W i t h t h e e x c e p t i o n o f 

U n o c a l a t t h e b o t t o m o f t h e p a g e . 

EXAMINER STOGNER: Any o t h e r q u e s t i o n s 

o f Mr. A l e x a n d e r ? 

MR. STOVALL: I do h a v e one o t h e r 

q u e s t i o n . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. I t a p p e a r s f r o m y o u r d r a w i n g s t h a t t h i s 

i s an i r r e g u l a r s h a p e d s e c t i o n . A r e t h e s e 

d r a w i n g s a c c u r a t e ? 

A. Y e s, s i r , t h e y ' r e a c c u r a t e . I t ' s 

i r r e g u l a r s h a p e , b u t i t d o e s c o n s i s t o f 320 

a c r e s . 
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MR. STOVALL: T h a t ' s i t . 

EXAMINER STOGNER: Any o t h e r 

q u e s t i o n s ? Mr. A l e x a n d e r may be excused a t t h i s 

t i m e . 

Mr. K e l l a h i n ? 

MR. KELLAHIN: C a l l Mr. F a l c o n i . 

JAMES D. FALCONI 

H a v i n g been p r e v i o u s l y 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. F a l c o n i , l e t me ask you t o t u r n t o 

t h e d i s p l a y b e h i n d E x h i b i t t a b No. 4. I d e n t i f y 

f o r us t h e i n f o r m a t i o n shown on t h a t d i s p l a y . 

A. Okay. E x h i b i t 4 i s a n i n e - s e c t i o n o f 

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

Maddox Com 777. The w e l l s i n t h e B a s i n F r u i t l a n d 

Coal p o o l a r e shown w i t h t h e t r i a n g u l a r s y m b o l , 

t h e w e l l number sy m b o l . Below t h e symbol a r e two 

numbers, one number b e i n g t h e gas i n p l a c e i n 

Bc f , and t h e o t h e r number i n d i c a t i n g t h e c u r r e n t 

p r o d u c i n g r a t e i n Mcf per day. 

Q. U s i n g t h i s as a way t o i l l u s t r a t e y o u r 

c o n c l u s i o n s , summarize f o r us t h e r e a s o n s t h a t 

you have p r o p o s e d t h a t t h e w e l l , t o d e v e l o p t h e 
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e a s t h a l f o f 17, be l o c a t e d i n an o f f - p a t t e r n 

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

A. We chose t o go t o t h e s o u t h e a s t q u a r t e r 

o f 17 a f t e r a r e v i e w o f t h e a r e a . The gas i n 

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

r e l a t i v e l y c o n s t a n t , i n t h e 8 t o 12 Bcf r a n g e , 13 

Bcf r a n g e . 

However, t h e i n d i c a t i o n s o f 

p e r m e a b i l i t y i n t h i s a r e a a r e l i m i t e d , and t h e 

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

k i c k s i n t h e F r u i t l a n d Coal i n t e r v a l when t h e y 

d r i l l e d t h r o u g h i t . The w e l l i n t h e n o r t h e a s t 

q u a r t e r o f S e c t i o n 17 d i d n o t have a k i c k i n t h e 

F r u i t l a n d Coal i n t e r v a l , and t h e r e f o r e we're 

t r y i n g t o go t o w a r d s t h e l o c a t i o n w i t h l e s s 

r i s k . We're u s i n g t h e k i c k s i n t h e F r u i t l a n d 

Coal as a p e r m e a b i l i t y i n d i c a t o r . 

A l s o , i f you l o o k a t t h e n i n e - s e c t i o n , 

numerous w e l l s i n t h e n i n e - s e c t i o n a r e c u r r e n t l y 

o f f - p a t t e r n t h e r e i n t h e n o r t h w e s t or t h e 

s o u t h e a s t . T h a t ' s p a r t i c u l a r l y t r u e o f t h e 

s e c t i o n t o t h e e a s t o f us, S e c t i o n 16, t h e D e l h i 

Com #300 w e l l i s l o c a t e d o f f - p a t t e r n . 

By p u t t i n g t h e w e l l up i n t h e n o r t h e a s t 

q u a r t e r , we w o u i d be c r o w d i n g t h a t l o c a t i o n . 
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A l s o , i n t h e west h a l f o f S e c t i o n 17, t h e H o w e l l 

" C" Com No. 1 i s a l s o l o c a t e d o f f - p a t t e r n . 

T h e r e f o r e , d e v e l o p i n g t h e e a s t h a l f o f S e c t i o n 17 

o f f - p a t t e r n r e m a i n s c o n s i s t e n t w i t h t h e o f f s e t 

we l i s . 

Q. I f you l o o k a t t h e n o r t h e a s t q u a r t e r of 

S e c t i o n 17, t h a t 160 a c r e s i s v i r t u a l l y 

s u r r o u n d e d on t h e n o r t h and west and e a s t s i d e by 

c o a l gas w e l l s a l s o on 1 6 0 -acre s p a c i n g ? 

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

Q. Your c o n c l u s i o n , t h e n , i s i t ' s 

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

gas i n t h e s p a c i n g u n i t , t o move f a r t h e r s o u t h i n 

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 , f o r two p u r p o s e s : Not 

t o crowd t h e e x i s t i n g w e l l s , and a l s o t h e 

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

Q. L e t ' s t u r n now t o t h e d i s p l a y b e h i n d 

E x h i b i t t a b No. 5, w h i c h a l s o shows t h e l o c a t i o n 

o f n o t o n l y t h e c o a l gas w e l l s b u t o t h e r w e l l s 

t h a t you may have u t i l i z e d i n f o r m a t i o n f r o m i n 

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

A. T h a t ' s c o r r e c t . E x h i b i t No. 5 i s a 

n i n e - s e c t i o n p l a t a l s o , s h o w i n g a l l w e l l s w h i c h 

p e n e t r a t e d t h e F r u i t l a n d Coal i n t e r v a l . What we 
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have s p e c i f i c a l l y h i g h l i g h t e d i n y e l l o w on t h i s 

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

Coal when t h e mud w e i g h e d i n excess o f 10 

pounds. 

As you can see, i n t h e e a s t h a l f o f 

S e c t i o n 17, we have t h r e e e x i s t i n g w e l l s . I 

b e l i e v e i t ' s t h e H o w e l l "A" 4, l o c a t e d i n t h e 

n o r t h e a s t o f S e c t i o n 17. That w e l l d r i l l e d t h e 

F r u i t l a n d Coal i n t e r v a l w i t h w a t e r . There were 

no i n d i c a t i o n s o f p r e s s u r e o r p e r m e a b i l i t y when 

i t p e n e t r a t e d t h e F r u i t l a n d Coal i n t e r v a l . 

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

have two e x i s t i n g w e l l s , t h e Maddox Com #2, 

d e n o t e d w i t h a d r y h o l e s y m b o l . That was a t e s t 

t o t h e P i c t u r e d C l i f f s i n t e r v a l . That w e l l was 

s u b s e q u e n t l y p l u g g e d . However, when we d r i l l e d 

t h e F r u i t l a n d Coal i n t e r v a l , i t d i d t a k e a k i c k 

and i t r e q u i r e d a 10.5 pound mud wave t o c o n t r o l 

t h e p r e s s u r e . 

I m m e d i a t e l y o f f s e t t i n g t h a t w e l l i s t h e 

Maddox Com #1A w h i c h a l s o t o o k a k i c k w h i l e 

d r i l l i n g t h e F r u i t l a n d Coal i n t e r v a l , w h i c h has 

g i v e n us good i n d i c a t i o n s o f p r e s s u r e and 

p e r m e a b i l i t y i n t h e s o u t h e a s t q u a r t e r of t h e 

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

r e l a t i o n t o t h e mud wave? 

A. The s i g n i f i c a n c e o f t h e k i c k i n 

r e l a t i o n t o t h e mud wave i s t h a t i f you g e t a 

k i c k w h i l e d r i l l i n g t h e F r u i t l a n d Coal i n t e r v a l , 

you do have an i n d i c a t i o n o f p e r m e a b i l i t y . The 

mud wave i s an i n d i c a t i o n o f t h e p r e s s u r e i n t h e 

f o r m a t i o n . The #4 w e l l i n t h e n o r t h e a s t , as you 

can see, t h a t w e l l was d r i l l e d w i t h w a t e r t o t h e 

F r u i t l a n d Coal i n t e r v a l . T h e r e ' s no i n d i c a t i o n 

o f p r e s s u r e o r p e r m e a b i l i t y . 

Q. What i s y o u r u l t i m a t e c o n c l u s i o n , t h e n , 

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

w e l l t o a p p r o p r i a t e l y d e v e l o p t h e c o a l gas 

r e s e r v e s i n t h e e a s t h a l f o f 17? 

A. My c o n c l u s i o n f r o m our s t u d y i s t h a t i t 

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

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

west h a l f by d r i l l i n g i n a l o c a t i o n o f f - p a t t e r n . 

I t l e s s e n s t h e r i s k i n t h a t we have i n d i c a t i o n s 

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

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

I n a d d i t i o n , we won't be c r o w d i n g t h e 

o f f s e t w e l l s by r e m a i n i n g o f f - p a t t e r n . 

Q. Have you s h a r e d y o u r o p i n i o n s and 
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c o n c l u s i o n s w i t h t h e o t h e r w o r k i n g i n t e r e s t 

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

A. Yes, we have. As A l a n i n d i c a t e d i n h i s 

t e s t i m o n y , o r i g i n a l l y t h e w e l l was p r o p o s e d by 

Conoco i n t h e n o r t h e a s t q u a r t e r . We d i d an 

i n t e n s i v e r e v i e w o f t h e a r e a and d e t e r m i n e d t h a t 

t h e s o u t h e a s t q u a r t e r was more optimum t o r e c o v e r 

t h e r e s e r v e s i n t h a t d r i l l b l o c k . 

Conoco and Amoco have b o t h a g r e e d w i t h 

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

w e l l o f f - p a t t e r n . 

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. F a l c o n i . We w o u l d move t h e 

i n t r o d u c t i o n o f h i s E x h i b i t s 4 and 5. 

EXAMINER STOGNER: E x h i b i t 4 and 5 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 a t t h i s t i m e . 

I have no q u e s t i o n s o f Mr. F a l c o n i a t 

t h i s po i n t . 

GREGORY L. JENNINGS 

H a v i n g been p r e v i o u s l y 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. J e n n i n g s , l e t me have you q u i c k l y 

summarize t h e i n f o r m a t i o n f r o m E x h i b i t s 6 and 7 
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and t h e n w e ' l l t a l k a b o u t t h e c r o s s - s e c t i o n , 

w h i c h i s E x h i b i t No. 8. For E x h i b i t 6, t h i s i s 

t h e i s o p a c h you p r e p a r e d on c o a l t h i c k n e s s f o r 

t h e a rea? 

A. T h a t ' s c o r r e c t . I t ' s an i s o p a c h o f t h e 

t o t a l F r u i t l a n d C o a l . You can see t h e Maddox Com 

777 l o c a t i o n w i t h a s t a r , b a s i c a l l y a b o u t 50 f e e t 

o f c o a l i n and a r o u n d t h e s e c t i o n t h a t we're 

p r o p o s i n g t o d r i l l . No s i g n i f i c a n t changes. 

Q. Do you see any m a t e r i a l d i f f e r e n c e i n 

c o a l t h i c k n e s s t h a t w o u l d i n d i c a t e t o you where 

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

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

A. No. The t h i c k n e s s a p p e a r s t o have no 

c o r r e l a t i o n w i t h t h e changes i n p r o d u c t i o n . 

Q. L e t ' s go t o E x h i b i t 7. T h i s i s y o u r 

s t r u c t u r e map on t h e base o f t h e F r u i t l a n d Coal? 

A. R i g h t . 

Q. Do you see any m a t e r i a l d i f f e r e n c e s i n 

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

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

t o d e v e l o p t h e c o a l gas r e s e r v e s ? 

A. No. No changes i n s t r u c t u r e . R e g i o n a l 

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

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

O r i e n t us as t o where t h e w e l l s a r e t h a t you have 

p i c k e d i n t h e c r o s s - s e c t i o n , E x h i b i t No 8, and 

why you've chosen t h o s e t h r e e w e l l s t o d i s p l a y . 

A. Okay. I t ' s a t h r e e - w e l l c r o s s - s e c t i o n , 

B - B ' , n o r t h t o s o u t h . W e ' l l s t a r t on t h e 

s o u t h . I h a t e t o keep s h o w i n g you t h i n g s t h a t 

d o n ' t i n f l u e n c e t h e p r o d u c t i o n , b u t we've g o t s i x 

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

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

The w e l l t o t h e s o u t h — I s h o u l d back up 

by s a y i n g t h a t t h i s a r e a has q u i t e a number o f 

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

l o c a t i o n t o have q u i t e a b i t o f i n h e r e n t r i s k . 

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

i s an example o f n e a r b y poor r e s u l t s . 

T h i s w e l l i s an open h o l e c o m p l e t i o n 

p r o d u c i n g 12 Mcf a day. The c r o s s - s e c t i o n r u n s 

up t o t h e t w i n w e l l t h a t we're p r o p o s i n g t o 

o f f s e t . I t was an o l d P i c t u r e d C l i f f s w e l l t h a t 

U n i o n Texas d r i l l e d and t h e y p l u g g e d i t a f t e r 

t h e y d e t e r m i n e d t h a t t h e P i c t u r e d C l i f f s was n o t 

commer c i a 1. 

Then we moved t o t h e n o r t h where we do 

have a good p r o d u c e r making 2.5 m i l l i o n a day. 
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Same c o a l seam i s p r e s e n t t h e r e . Once a g a i n , 

n o t h i n g on t h e l o g s t h a t w o u l d e n a b l e us t o 

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

i s t h e key t h a t we're p l a y i n g . 

Q. H a v i n g examined a l l t h e c o n v e n t i o n a l 

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

components as e x p l a n a t i o n s f o r t h e optimum 

l o c a t i o n , what t h e n d i d you and Mr. F a l c o n i do i n 

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

u n i t ? 

A. W e l l , we're back t o our e v a l u a t i o n o f 

o l d e r w e l l s and l o o k i n g f o r w e l l s t h a t t o o k 

k i c k s . I t ' s r e a l l y p r e t t y s i m p l e i n t h i s s p a c i n g 

u n i t . We have a number o f poor w e l l s n e a r b y , as 

you can see. The No. 4 w e l l i n t h e n o r t h e a s t 

q u a r t e r d r i l l e d t h e c o a l w i t h w a t e r , e n c o u n t e r e d 

no k i c k s w h a t s o e v e r , w h i c h i n d i c a t e s a l o t o f 

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

q u a r t e r . B o t h o f t h e s e w e l l s t h a t we're t w i n n i n g 

d i d t a k e k i c k s i n t h e c o a l . W h i l e t h a t ' s n o t a 

g u a r a n t e e , i t c e r t a i n l y makes us f e e l t h a t t h a t ' s 

t h e optimum l o c a t i o n t o d r i l l . I n f a c t , i t a l s o 

happens t o be more c o n s i s t e n t w i t h t h e c u r r e n t 

p a t t e r n o f t h e w e l l s i n t h e a r e a , so t h a t ' s where 

we're p r o p o s i n g t o d r i l l . 
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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. J e n n i n g s . We w o u l d move t h e 

i n t r o d u c t i o n o f h i s E x h i b i t s 6, 7 and 8. 

EXAMINER STOGNER: E x h i b i t s 6.. 7 and 8 

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 . And I have one 

s i m p l e q u e s t i o n . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. The f a c t t h a t t h e n o r t h e a s t q u a r t e r , 

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

a c r e a g e , d i d n o t have any i n f l u e n c e on t h e 

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

A . No . 

EXAMINER STOGNER: No o t h e r q u e s t i o n s 

o f Mr. J e n n i n g s . 

MR. KELLAHIN: Mr. Examiner, E x h i b i t 9 

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

a l l a f f e c t e d p a r t i e s . 

T h at c o n c l u d e s our p r e s e n t a t i o n , w i t h 

t h e a d m i s s i o n o f E x h i b i t No. 9. 

EXAMINER STOGNER: E x h i b i t No. 9 w i l l 

a l s o be a d m i t t e d a t t h i s t i m e . 

Mr. K e l l a h i n , I'm g o i n g t o ask you f o r 

a few t h i n g s : A r o u g h d r a f t o f t h i s p a r t i c u l a r 

o r d e r . A l s o , I n o t i c e i n t h e a p p l i c a t i o n t h e r e 
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i s a c o a l gas w e l l l o c a t i o n i n t h e west h a l f o f 

17 b e l o n g i n g t o M e r i d i a n . C o u l d you a l s o a l l u d e 

t o t h e o r d e r number t h a t c o m p u l s o r y p o o l e d t h e 

same i n t e r e s t — 

THE WITNESS: I t was p r o b a b l y 

g r a n d f a t h e r e d . I t was an o l d — 

MR. KELLAHIN: W e ' l l check i t o u t . 

MR. STOVALL: Mr. K e l l a h i n , i n t h a t 

d r a f t o r d e r , because i t s r o y a l t y or 

n o n c o s t - b e a r i n g i n t e r e s t s , and t h e y ' v e n o t 

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

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

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

d o e s n ' t change t h e i r i n t e r e s t i f t h e y were 

p o o l e d . 

MR. KELLAHIN: Okay. 

EXAMINER STOGNER: I ' l l l e a v e t h a t t o 

y o u r c o n v e n i e n c e . 

I s t h e r e a n y t h i n g f u r t h e r i n Case No. 

10632? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: I f n o t , t h i s case 

w i l l be t a k e n under a d v i s e m e n t a t t h i s t i m e b u t 

w i l l n o t be a c t e d on u n t i l I g e t a r o u g h d r a f t 

f r o m y o u , Mr. K e l l a h i n . 
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L e t ' s t a k e a 1 5 - m i n u t e r e c e s s a t t h i s 

t i m e , and when we come back w e ' l l be r e a d y t o 

hear t h e C. W. T r a i n e r t i g h t f o r m a t i o n case. 

(And t h e p r o c e e d i n g s c o n c l u d e d . ) 

Oil Conservation Division 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO } 
) s s . 

COUNTY OF SANTA FE ) 

I , C a r l a Diane R o d r i g u e z , C e r t i f i e d 

C o u r t 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 e t a 

r e l a t i v e o r employee o f any o f 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 mat t e r . 

WITNESS MY HAND AND SEAL December 23, 

1 992. 

CARLA DIANE RODRIGUEZ, RPR / J 
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