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unorthodox well Tocation,

-

project oil allowable, Lesa County,

EXAMINER STOGNER: Call for

May Tt please the Exami

Carr with the Santa Fe

Berge & Sheridan. We

Cerporation in this cas

I would also reguest at this time

be consolidated,

with Case These a

ications of Kinlaw for kRordizontal

They immediately offset sach othe

these cases will be

identical

EXAMINER STOGNER: If there are no

s, I"1?Y call Cases 10808 and 10809

and

Naw

ner .,

Taw

&,

that
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at
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application of Kinlaw 0i® Corporation for a

Wit -angle/bharizontal directional dedillding pilor
cro 20t and special operating rulss therefor, Lesa
County,., New Mexico. Case No. 10809 1is the

applicatiaon of Kinlaw 071 Corporation for &
high-angle/horizontal directional drilling pilot
project, special operating rules therefor, a
non-standard ol proration unit, an unorthodox
we17 location, anrnd a special project oil
allowable, Lea County, New Mexico.

EXAMINER STOGNER: I1'"11 call for any
additional appearances other than the Applicant
KimJaw in these matters at this time.

These cases will be consolidated for

purposes of testimony. Mr. Carnr.

MICHAEL ROBERT HILL

Having been first duly sworn upon his oath, was
examined and testified as follows:
EXAMINATION
BY MR. CARR:
0. Would you state yvour name for the
record, please.

AL Michae]l Robert Hi17.

RODRIGUEZ REPORTING
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Q Moo Ho o whare do you eside?
A In Ausztin., Texas.
Q. By whom are yvou amployed and in wnhat
spacity?
AL KinTaw 217 Corpocration as petroleum
geclocgist
Q. Have you previcusly testified before

this Division?

p=d

_<
']
U3

I have.

. At the time of that testimony, were
your credentials as a petroleum geologist
accepted and made & matter of record?

AL Yes, they were.

Q. Are you familiar with the applications

filed on behalf of Kinlaw in each of these cases?

AL Yes, I am.
. Are you familiar with the proposed

horizontal drilling for each of the wells in the

subject area?

MR. CARR: Mr. Stogner, are the
witness's qualifications acceptable?
MR. STOGNER: They are.
Q. Mr. H311, would you briefly state what

Kimlaw seeks in each of these cases?

RODRIGUEZ REPORTING
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Shell S0A No.

borehole

drilling approxi

to the top of Devonian.

from

location reguirements?

We hope to

but dt's

tomhole Tocations fall

eays on these reentry

nter, dril? out

the plugs,

things

of that

nature,

and

then

suUrveay?

AL That's correct.
O. That will affect where the actua’
terminus of the horizontal portion of the well +s

[
O

£
—

actually

Tocated?

[ae)

]
ul

AL That's correct.

G. Are you seeking an exemption from the
acreage dedication regquirements?

A Once again, at this time, we hope not
to need that but it's going to depend on whare
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the bottomnole Tocation Fa’ la.

o On two of The wells, the Huber and the
Shell SDA No. 1., you' re proposing 80-acre units.,
i that correct?

A That's cocrrect

Q. I1f vou'ir2 able to keepn the wellbores on

the 40 acres on which the hole was sctually
Tocated, vyvou won't need those additional 40-acre
tracts, 1is that right?

AL That's correct.

0. You're not seeking a special o}
allcwable for these wells?

A Not at this time.

Q. Mr. Hi1l, you. in fact, testified four

weeks ago Tn Case 10806, did you not?

AL That's correct.

Q. That was the case in which Kimlaw was
seeking authority to horizontally drill 9ts New
Mexico "N" No. 1 well?

AL That's correct.

Q. Could vou advise the Examiner what's

happened since that time to the New Mexico "N"

No. 17
A Since that time, we received permission
to reenter that well. We reentered to a
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the northeast cosrtes of Gsotdion 5. It '

Ji

designated by a d-y hcle symbol.

The othar wel ' would be tha No. 1 5DA.
Wi = s In the southwast idarter of the
sputhwest section of 36. The 80 acres that we

might meed on that well would be the socuthwest of
the southwest of 36, and the southeast of the

southaeast f 35.

£

oing back to the V.F. Petroleum well.

(0]

the 80 acres that we might need to designate on
that well would be that stand-up 80 on the east
half of the mnortheast guarter of Section 5.

The third well would be the Shell 011
SDA No. 2. which 98 in the southeast quarter of
the southwest guarter of Section 36, and that
would be Just a 40-acre designation.

Q. Now, Mr. Hi11, the Huber well +in
Section 5, is an unorthodox Jocation, s that
corrgect?

AL That's correct.

0. That location has been previously
approved by the Division?

AL That's correct.

MR. CARR: Mr . Examiner, that Jlocation

was approved in Case 71773, and 1t was Order No.
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C M Hi130 in there othe Devaonian
development within & mile of thesgse wel s?

A No., therse 3 not

O Are there unegased minerals in the area
that we =2 talking about?

A Yaes, there are.

Q. Are those State of New Mexico
properties?

AL That's correct.

0. Have vyou reviewed this proposal with
tha New Mexico State Land Office?

AL Yes, we have. We talked to a Mr.
Albers at the State Land Office. He had no
objection, and stated that we would need &
commercial Tease on state-owned surface
underneath this acreage.

0. In fact, he wrote Mr. Stogner with that
raecommendation, did he not?

A That's correct.

Q. Does Kirlaw have any objection to the
orders that result from this hearing requiring

that, where needed, Kinlaw will obtain busin=sa=
Tezzes from the New Mexico State Land O0ffice?
AL No, we don't.
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Q.

id th

don 't

think

Ta the aorsaedgs you o onss= to dedicate
we 173 actually statvre land?

That T et

What s the status of toe royalty
Mip in this ares’

The royalty oswnership i3 all the =zame,
cal wunder sgach tract

Is the working interest all in Kinlaw
s time?

That's correact

What iz the current status of the
pmant orn each of these tracts?

At the present time, there is no
t development except for the V.F. Petroleum
which we did receive permission to reenter

are, at the present time, attempting to

out the plugs.

Why don't we describe Jjust briefly the
characteristics of the formation. You
is four weeks ago ard so 1 don’t think vou

need to go Tnto particular detail, but I
it would be useful, at this point, Just to
summarize the characteristics of the Devonian in

e 2
thisooa

AL

rea.

The De

vonian is

a shallow water
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carbonate, Zonszisting of & danse Treystel Y Toe
dolomite, very Tittle primary porosity. v does

exhibit good sacondary poroasity in the way of

fractures ard vuags.

Q. Let's go to Exhibit No. 2 Wouwld you
Tdeatify that. please.

AL Exhibits No. 2 s a structure map on thea
top of Devonian. Tt basicaily shows anticlinal

fearture bounded by three faults, with the apex of
the structure in and around the Kelly State No.
at a subsea of minus 9079.

The thrae wells in question here are
the V.F. Petroleum well, which has a subsea of
minus 9101, and the Shell SDA No. 1 which s a
minus 8178, and the 30A No. 2, which is the
lowest of the three, at & minus 9328.

Q. Actually these are at the top of
structure, are they not?

A Two out of the three are. There s a
SDA No. 2 15 not the Towest well in the
structure, but it is about the third.

0. 1f vou horizontally drill all these
wells, what order would you anticipate taking
them in?

A Well, we would dril1 this V.F.
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Devonian. o7
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pay on the high

The

approximately

No. 1 has 3117
feet of net pa
0. From
a good candida
AL Yes,
Q. You
acle to Keesp €

formation?

AL No,

Q. Let’
asw you to rev

AL Exh

production map
fField, with a
sach well

Move MNow T

Fl]

3

2
T
[

to 411 feet of

Patroleum Huber State well has

389 feet of net pay, SDA

feet . and the SDA No. 2

a geological perspective, is this

te for a horizontal drain hole?

it is.

wouldn 't see any problem in being

he wellbore within the Devonian

s go to Exhibit No. 4, and I would

iew that for the Examiner.

cumulativa
the South Devornian

wells in

wall-by-well cumulative underneath
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Q. What i3 really your nhope wibth this
nordizontal orogram?

AL With this horizontal program. we hope
o o3n in oand rescover reserves that have been Teft
beabhind by virtually drilling this formation.

0. If vou are successful with the Huber

well, do you have an JTdea as a how soon you might
be reentering other wells?

A Within, I would say, thres to six
months of the Huber State.

Q. Huber State has a dry hole symbol. Why

AL The Huber State was drilled as an
infi11T well in approximately 1881. The well
tested free o0il with no water on a drill stem
rest . At the time the well was drilled, there

was only one other well which was producing In

€1

the field, which was the highest well in the
field, and that well was producing in the range
of 3,000 barrels of water a day and a hundred
barrels of oil.

Once a decision was made to run pipe on
the Hubenr tate, after having a water-free dril]
stem test. the well was acidized and only

recovered a small amount of oil. We feel Tike Ht

RODRIGUEZ REPORTING
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hes to Jdo wicsh the way the Kelly State, or =he
Highest most well in the field was being pul’ad
at the time, and a&@lso had *to do with the type of

3 Job o they did o aon Gt

o What corciusions can vyou iraach from
youlr geolaoats svudy of thisz area’?

AL We feel Tike we w2 & small Dewvonian
Field which is well-suited for horizontal
drilling. We believe we can adequately drain

Teft-behind reserves from this reservoir.

D]

G. Let's go to Kinlaw Exhibit No. 5. Can
yvou identify that, please?

A Exhibit 5 s the wellbore diagram of
the V.F. Petroleum Huber State No. 1. It
basically shows what we're going to attempt to do
on this well. This well has 12-3/4" surface
casing set at 282 feet. The 8-5/8 casing was
shot off at approximately 251 feet.

Initially, we'l1l attempt to tie back
into this 8-5/8 casing, drill out the plugs No. 3
and 4 on the diagram. At that point, we will
move in a drilling rig and drill out test casing
and dril11 out plugs 5, 6 and 7, and attempt to

t“e into 5-1/2 at 11,008 feet.

If that proves unsuccessful, at that

RODRIGUEZ REPORTING
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P70 2 ddet cack the 9-0/2" aslag that's
in this well, arnd dri77 new mole hack
me top of Cevaortan and Kickoff there ac

& HE

At what depth do vou anticipate kickirng

the Devonian formation in this well?

£
)

o~

&

We anticipate kicking off approximately

et .

{3y
sy
[0}
-

It might be slightly Tower than

if yvou have trouble tying into that lower

AL

Srate SDA

12,9

AL

58 .

0.

That's correct. It could be anywhere

That would be in the Devonian?

That's correct.

What would be the kickoff depths in the
1T oand 27

The SDA No. 1 kickoff point would be at
The SDA No. 2 would be at 13.7110.

Now, as to the horfzontal drilling

porticn of the hole, will Kinlaw be using the

identical

the

26th by Mr. Dave Phillips in Ca

=

procedure that was reviswed on August

e 1080867

[

That's correct.

You will be using & small-angle
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horizontal radius, and staying within the
Y .
Cevonian?
A That's correct.

MR, CARR: Mr. Btogner, at thi

U]

(B

would reguest that the testimony of Davic
Phillips in Case 10806, presented on Augus
be incorporated into the record of this
oroceeding.

EXAMINER STOGNER: The record in

10806 will be inceorporated at this time in
consolidated matter.

Q. Mr. Hi71, do vou anticipate that

acreage dedicated to each of these wells wil

fact, be drained by the wells, if they are
successful?

A Yes, [ do.

0. Do vou anticipate any excessive
drainage from offsetting tracts?

A No, T do not.

Q. In fact, if there was, it would
be tracts that have idaentical ownership wi
dedicated acreage, 1s that right?

A That's correct.

Q. If the wells are successful, do

have a guess or a hope as to how long they

[#9]

tine we

r 28¢th

sti11

th the

Y oOu

might
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be able to poowdaoe’

A We're anticipating s2ver to 10 years.

G At the zonclusion of the dri114ina. as
we 'Y ams aftrer you Jdoitl ooutr the plugs., w1 you
b2 ruanning a directiaona survey on each of the
walls?

A That's correct

0 Wil?l cooies of these surveys be

provided to the 071 Conservation Division?

AL Yes, they will
. How soon does Kinlaw hope to commence
thig efforto?
-
A As soon as we're authorized to do so.

MR. CARR: Mr. Stogner, I have prepared
orcoposed orders in these cases, and I have them
on floppy disk, but Mr. Hill this morning pointed

Duwt some errors in footages. I"17 have them
revised, and we'1l1l submit them to you later
today, if that's all right with vou.
EXAMINER STOGNER: That would be good.
I appreciate that.
Q. Now, Mr. Hi17, in your opinion, will
approval of each 5f these applications be in the

best interest of conservation, the prevention of

waste, and the protection of correlative rights?

RODRIGUEZ REPORTING
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AL Yas, they will
Q. 1f these appicatiors are granted and
the wells are successful, will oil be recovered

that otharwisze will be "eft in the grounrnd?

A Yes itowi
0. Were Exhibits 1 through 5 prepared by
you?
AL Yeszs, bthey were.
MR. CARR: At this time, Mr. Stogner,

we move the admission of Kinlaw Exhibits 1

through §.

EXAMINER STOGNER: Exhibits 1 through §
will be admitted into the record at this time.

MR. CARR: That concludes my direct
examination of Mr. Hil]

EXAMINATION
BY EXAMINER STOGNER:

Q. Mr. Hi71, in vyour conversations with
the State Land Office, was the matter discussed
of the first well, I'm referring to the one 1in
Case 10807, in which you're proposing to dedicate
perhaps 80 acres, a portion of Section 36 and &
portion of Section 35, their concern that that's
two different Teases?

AL Yes, they did mention that there was

RODRIGUEZ REPORTING
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approval through

okay with them

1

A 00U
Q. 1f 4
would the State
communitize or
those two 40s?
A They
MR. C
to communitize
invaolved in tho
surface s a st
would be reguir
Q. Mpr . H
in front of me
incorporated th
what the maximu

hoping that can

short radius ho

AL Appro
Q. That
A Yes,
Q. Now,

reach that maxi

2Ha- They said If we could get

s

., that that would be

-
.
i
¥
o
v
73
dy
o
[te

T

that we did whart we're talking

was approved at this level, what
Land Office require of Kinlaw to

whatever had to be done to connect

really didn't tell us.
ARR: Mr. Stogner, we would have
the state Teases. I have been
se discussions with them. If the
ate surface, a business lease
ed, they said.
P11, since I don't have the record
in Case 10806, even though we
ose. can you enlighten me again
m horfzontal distance you're
be accomplished with this type of
rizontal drilling?
ximately 700 feet.
will be max?
sir.
should the well in Case 10807 not

mum 700 foot horizontal extension
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but, dimn fact, ztop shao~t of Ssacricr 35. then

you're propocsing nly & 40-acre ororvation unit
daedicated?
A That's zcorrsct. As 1 stated earlier

Tt owould depend on where the bottombole Tooatd

And TF Trt actually a little bit clos

1
Ui
U}

to Ssction 35 than where the surface hole
Tocation was staked, we would need to go over
there into the other 40 acres.

Q. Have vou taken a reading or do vou Kk

about what the natural drift of those old

original vertical wells were, and what directi
AL If 1T car recall correctly, I believe
the cne that we looked at initially had around

five to six degrees of devieation,; hut. in what
direction, I'm not sure. I believe thers was
around 300-and-some-~odd feet tota
OfF course, it was done by a single

shot, and it didn't give the @axact bottaomi.. e
Tocation. It would depend on whether all that
deviation was in one direction or whether it w
going a number of different directions.

Q. Now, JTet’'s refer to the well in Case
100809, That's your Huber State Well No. 1 or

Huber State Well No. 1.

he

i

en

" Ow

on?

o

the
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to the south?

AL That's correct. At that time,

forth. That's the main reason for going

back and request a larger allowable, we m
need to incorporate those two 40-acre uni

Q. Qur policy s, 1f vou connect t
with the horizental portion, then vyvou're

to that, but if you're Just drilling towa

you proposing that you're requesting this
get a higher allowable, but not actually

connecting the two 40s?

the same meocnhan 1o

)
9]

proposed horizonta drilling would be seat a
hundred foot max, is that trua?

F That' '3 correct.

Q. And you're proposing to go in @
southern dirzction and connect the twa, T call
them Lots 1 and 8, being that shaded arsa on your
Exhibitc No. 1T in Section 5, ds that correct?

A That's correct.

0. According to my calculations., that 700

foot wouldn't even connect that 40-acre portion

it would

depend on what type of allowable we needed and so

for 80s

on that particular well. If we needed to come

ight

ts.

he two
entitled

rd it

that doesn’'t entitle you to that other 40. Are

Just to
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A N My undarstanding was that we would
have to nave twoe 40-z3cre proration urnits T ardar
to ga2t a higher allowable, and at this point
we e not ask<ing for one but T osaid in the
futurs, 1f we nesedsd to, we might need to add
those two.

Q. Why would you need a higher allowable?

AL At this time we don't know. We would

have to

wiya b

producing

pressurags.,., s ONn
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waren U

higher

some point we
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the pre
AL
Q.
ant

YO U
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currently

GC.
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tric

in

written

draw-down

drill the well, potential dt, and see

pressures we were getting from

this well, and checking bottomhole

forth. We falt 1Tike we

and so

furting the reservoir, producing it at a

than the depth bracket allowable, and at
might request a higher allowable.
What 1 that depth bracket allowable at
sent time?
It's around 430 bharrels a day.
I know you're hoping for that, but are
icipating it being over 4307

Not at this time. That's why we're not

reguesting Tt.

There again, with our policy, the sams

tion on Case 10809 would be put or set or

in as in 10807. It's possible that you
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could cormzot the rtwo, and that's wna vou e
reguesting today, and, f an order 13 dissued
w217 stipu are tha

However, if thsz two actual 40s are not
connected, then you wou'd not be entitied to hold

the two 40-acre tracts, and only that one 40-acre
tract could be written 1n or incorporated. And
ther, once the well is drilled or once the survey
is established, then the proratior unit could
then be, how would vyou say, set, or drawn, or set
out, whatever the case may be.

EXAMINER STOGNER: I have no other
guaestions of Mr. Hil1l at this time. Are there

any other questions, Mr. Carr?

MR. CARR: We have nothing further in
this case, Mr. Stogner.
EXAMINER STOGNER: Does anybody else

have anything further in Cases 10807, 10808 or
108097

Then these cases will be taken under
advisement .

{And the proceedings concluded.)

| do hereby coriify tnat
a comrleia record of the precs

the Exar.iner heaaring gf —ase ‘xﬂfﬂ? , /ﬂfﬁf; Pl
heard by me on_Z5 REr ZER
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STATE OF NEW MEXICO
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CIAUNTY OF SANTA FE
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Carla Diane Rodriguez, Certified
Court Reporter and Notary Public, HERESY CERTIFY
that the foregoing transcript of proceedings
before the 011 Conservation Division was reported
by me; that I caused my notes to be transcribed
under my personal supervision; and that the
foregoing i3 a true and accurate record of the
proceedings .

I FURTHER CERTIFY that I am not a
relative or employvee of any of the parties or
attorneys involved in this matter and that I have
no personal interest inm the final disposition of
this matter.

WITNESS MY HAND AND SEAL September 30,

1993.

(ot e s,

CARLA DIANE RODRIGUEZ, RPR/)
CCR No. 4
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