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HEARING EXAMINER: At t h i s t i m e w e ' l l c a l l 

Case 9830. 

MR. STOVALL: A p p l i c a t i o n o f S t r a t a 

P r o d u c t i o n Company f o r an u n o r t h o d o x gas w e l l 

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

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

County, New Mexico. 

HEARING EXAMINER: Are t h e r e appearances i n 

t h i s case? 

MR. CAVIN: Mr. Examiner, my name i s Sealy 

C a v i n . I'm an a t t o r n e y w i t h t h e M o d r a l l law f i r m i n 

Alb u q u e r q u e . I r e p r e s e n t S t r a t a P r o d u c t i o n Company, 

and I i n t e n d t o c a l l t h r e e w i t n e s s e s t o d a y . 

HEARING EXAMINER: Are t h e r e any o t h e r 

appearances ? 

W i l l t h e w i t n e s s e s p l e a s e s t a n d t o be sworn 

i n ? 

( Witnesses sworn.) 

MR. CAVIN: Mr. Examiner, our f i r s t w i t n e s s 

w i l l be Dan Le o n a r d . 

DAN LEONARD, 

th e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t 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 : 

DIRECT EXAMINATION 

BY MR. CAVIN: 

CUMBRE COURT REPORTING 
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Q. Mr. Leonard, would you please s t a t e your 

name, address, employer, and occupation? 

A. My name i s Dan Leonard. I'm i n v o l v e d w i t h 

an independent o i l and gas e x p l o r a t i o n company i n 

Midland, Texas, c a l l e d Leonard Resource Investment 

C o r p o r a t i o n . I'm a landman by background. 

Q. Have you p r e v i o u s l y t e s t i f i e d before the 

D i v i s i o n as a landman? 

A. I have . 

Q. Have your q u a l i f i c a t i o n s as a landman been 

made a matter of record w i t h the D i v i s i o n ? 

A. Yes. 

MR. CAVIN: Mr. Examiner, are Mr. Leonard's 

q u a l i f i c a t i o n s as a landman acceptable? 

HEARING EXAMINER: They are. 

Q. (BY MR. CAVIN) Mr. Leonard, would you 

please s t a t e the purpose of your a p p l i c a t i o n i n t h i s 

m a t t er. 

A. Yes. S t r a t a P roduction Company i s seeking 

a u t h o r i t y t o d r i l l a h o r i z o n t a l hole i n the Bone 

Springs f o r m a t i o n as an unorthodox l o c a t i o n f o r gas, 

460 f e e t from the south l i n e , and 1,780 f e e t from the 

east l i n e of Section 18, Township 26 South, Range 25 

East, Eddy County, New Mexico. 

Q. Mr. Leonard, I would r e f e r you t o E x h i b i t 
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1. Would you please d e s c r i b e E x h i b i t 1. 

A. E x h i b i t 1 i s a land p l a t t h a t e x h i b i t s the 

c o n t r o l w e l l of our pr o s p e c t , a w e l l t h a t was d r i l l e d 

by F l o r i d a E x p l o r a t i o n some years ago, the proposed 

l o c a t i o n f o r our h o r i z o n t a l hole j u s t east of i t , and 

the o f f s e t o p e r a t o r s , the acreage surrounding t h a t 

l o c a t i o n . 

Q. So the F l o r i d a w e l l i s l o c a t e d i n the 

southwest q u a r t e r of Section 18 t h a t ' s i n d i c a t e d by an 

arrow there? 

A. Yes, the southeast q u a r t e r of the southwest 

q u a r t e r of Section 18. 

Q. And your proposed l o c a t i o n i s l o c a t e d i n 

the southwest q u a r t e r of the southeast q u a r t e r of 

Section 18? 

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

Q. Can you i d e n t i f y the o f f s e t operators t o 

your proposed l o c a t i o n ? 

A. South of the proposed l o c a t i o n i s Federal 

Lease 39125. That lease i s owned by Leonard Resource 

Investment C o r p o r a t i o n , S t r a t a Production Company, and 

sev e r a l other p a r t n e r s . That i s also t r u e of the 

lease t h a t i s due west of the l o c a t i o n on the 

southwest q u a r t e r of Section 18. That's also owned by 

Leonard Resources, S t r a t a , and se v e r a l other 

CUMBRE COURT REPORTING 
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p a r t n e r s . 

The lease t h a t we're proposing t o d r i l l on 

i s a lease t h a t we have farmed i n from Amerada Hess 

and B o n n e v i l l e Fuels C o r p o r a t i o n . And the lease j u s t 

due east of t h a t i n the southwest q u a r t e r of Section 

17 i s a lease t h a t i s owned by El Paso N a t u r a l Gas 

Corpo r a t i o n . 

Q. Next, E x h i b i t 2, Mr. Leonard, which I ' l l 

r e f e r you t o , d i d you compile the document, or d i d you 

request the correspondence from the BLM, E x h i b i t 2? 

A. I d i d . 

Q. Can you e x p l a i n what E x h i b i t 2 provides 

f or ? 

A. Yes. E x h i b i t 2 i s a l e t t e r t o the O i l 

Conservation D i v i s i o n from the BLM, c o n f i r m i n g the 

i d e n t i f i c a t i o n of an a r c h e o l o g i c a l s i t e at our 

o r i g i n a l l y proposed l o c a t i o n , which i s 660 f e e t from 

the south and west l i n e s of -- w e l l , i t ' s 1,980 f e e t 

from the east l i n e and 660 f e e t from the south l i n e of 

Section 18. 

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

s i t e at t h a t proposed l o c a t i o n has r e q u i r e d t h i s move 

t o an unorthodox l o c a t i o n 200 f e e t south and east of 

t h a t o r i g i n a l l y proposed l o c a t i o n . 

Q. So you o r i g i n a l l y proposed an orthodox 

CUMBRE COURT REPORTING 
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surface l o c a t i o n , but you were r e q u i r e d t o change t h a t 

l o c a t i o n because of the a r c h e o l o q i c a l c o n d i t i o n s ? 

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

Q. Mr. Leonard, i s the BLM aware t h a t t h i s 

hearing i s being held today? 

A. Yes, they are. 

Q. Did you i n v i t e them t o attend? 

A. We d i d , and I thought they were going t o 

come, but they were unable t o make i t . 

Q. Next, Mr. Leonard, I would r e f e r you t o 

E x h i b i t 3. Would you please describe E x h i b i t 3 f o r 

us ? 

A. E x h i b i t 3 i s the formal a p p l i c a t i o n by 

St r a t a Production Company f o r the h o r i z o n t a l w e l l 

p i l o t p r o j e c t and f o r the unorthodox l o c a t i o n . 

Q. Could you t e l l me i f the o f f s e t operators 

of the proposed w e l l have been n o t i f i e d ? 

A. Yes, they have. 

Q. Mr. Leonard, I r e f e r you t o E x h i b i t 4. 

Would you please describe E x h i b i t 4? 

A. E x h i b i t 4 i s the sundry n o t i c e amending the 

surface l o c a t i o n f o r the h o r i z o n t a l hole we propose t o 

d r i l l t o 1,780 f e e t from the east l i n e and 460 f e e t 

from the south l i n e of Section 18. 

Q. Mr. Leonard, were E x h i b i t s 1 through 4 
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prepared by you or under your s u p e r v i s i o n or 

d i r e c t i o n ? 

A. Yes. 

MR. CAVIN: Mr. Examiner, I move the 

admission of E x h i b i t s 1 through 4. 

HEARING EXAMINER: E x h i b i t s 1 through 4 

w i l l be admitted as evidence. 

MR. CAVIN: I have no f u r t h e r questions of 

Mr. Leonard at t h i s t i m e . 

CROSS-EXAMINATION 

BY HEARING EXAMINER: 

Q. Mr. Leonard, e x a c t l y who was n o t i f i e d again 

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

A. The o f f s e t o p e r a t o r s , Amerada Hess and 

Bo n n e v i l l e Fuels C o r p o r a t i o n and El Paso N a t u r a l Gas, 

who owns t h a t lease due east of the d r i l l s i t e i n the 

southwest q u a r t e r of Section 17. The acreage south 

and west t h a t i s co l o r e d yellow on t h a t p l a t i s owned 

by S t r a t a and i t s p a r t n e r s . 

Q. The o r i g i n a l l o c a t i o n was 1980 from the 

east ? 

A. Yes, s i r , and 660 from the south. 

Q. Mr. Leonard, i s the unorthodox l o c a t i o n a 

f a c t o r i n the proposed h o r i z o n t a l w e l l ? Could you 

have d r i l l e d at another standard l o c a t i o n i n the 
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MR. CAVIN: Mr. Examiner, I would l i k e t o 

defer those questions t o the engineer or the g e o l o g i s t 

w e ' l l be c a l l i n g , i f t h a t ' s a c c e p t a b l e , because t h e r e 

are geologic and eng i n e e r i n g reasons f o r the proposed 

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

HEARING EXAMINER: Okay. I n t h a t case, I 

have no f u r t h e r questions of the w i t n e s s . He may be 

excused. 

MR. CAVIN: Mr. Examiner, the next witness 

i s John Byers. 

JOHN C. BYERS, 

the witness h e r e i n , a f t e r having been f i r s t d uly 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. CAVIN: 

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

name, address, o c c u p a t i o n , and employer f o r the 

D i v i s i o n , please. 

A. John C. Byers. My residence i s Lubbock, 

Texas. I operate a petroleum c o n s u l t i n g f i r m . We're 

petroleum engineers. 

Q. Mr. Byers, have you p r e v i o u s l y t e s t i f i e d 

before the D i v i s i o n i n your c a p a c i t y as a petroleum 

engineer ? 
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A. I have. 

Q. Have your q u a l i f i c a t i o n s as a petroleum 

engineer been made a matter of record w i t h the 

D i v i s ion ? 

A. Yes. 

MR. CAVIN: Mr. Examiner, are Mr. Byers' 

q u a l i f i c a t i o n s as a petroleum engineer acceptable? 

HEARING EXAMINER: Yes, s i r . 

Q. (BY MR. CAVIN) Mr. Byers, are you f a m i l i a r 

w i t h the a p p l i c a t i o n i n t h i s case, 9830? 

A. Yes. 

Q. Have you prepared e x h i b i t s i n connection 

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

A. Yes, we have. 

Q. Mr. Byers, I would l i k e t o ask you some 

questions r e g a r d i n g the proposed o p e r a t i o n s on the 

Yeso H i l l s Federal No. 1 w e l l 

A. Yes. 

Q. -- before we go i n t o the e x h i b i t s . F i r s t , 

could you e x p l a i n the d r i l l i n g and e v a l u a t i o n 

o p e r a t i o n s and procedures which you propose? 

A. We propose d r i l l i n g a v e r t i c a l hole through 

the Bone Springs s e c t i o n t o an approximate t o t a l depth 

of 4,900 f e e t i n order t o evaluate the r e s e r v o i r 

c o n d i t i o n s i n the Bone Springs. Assuming t h a t they 
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are found t o be what we expect or have i n d i c a t i o n s 

from the F l o r i d a E x p l o r a t i o n w e l l , which i s 

immediately t o the west, then we propose t o plug t h a t 

w e l l back t o approximately 4675, then back o f f t o a 

k i c k - o f f p o i n t and d r i l l a d i r e c t i o n a l hole w i t h an 

approximate 300-foot r a d i u s , h o p e f u l l y i n a 

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

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

because, i n our best e s t i m a t e , which w i l l be covered 

l a t e r , at t h i s p o i n t the p r i n c i p a l f r a c t u r e p a t t e r n i s 

i n the Bone Springs i f t h i s area should extend i n a 

northwest-southeast d i r e c t i o n . 

The purpose of t h i s h o r i z o n t a l hole i s t o 

encounter as many of the f r a c t u r e d zones as we can i n 

order t o increase the p r o d u c t i v i t y of the r e s e r v o i r 

from t h a t s t a n d p o i n t . 

The F l o r i d a E x p l o r a t i o n w e l l had an 

i n d i c a t e d p r o d u c t i o n from t h i s area of approximately 

500 Mcf per day, along w i t h some small amount of 

water. We t h i n k at t h a t r a t e of p r o d u c t i o n , a gas 

w e l l i n t h i s area would be a noncommercial v e n t u r e . 

We t h i n k w i t h the d r i l l i n g of the h o r i z o n t a l hole 

through the Bone Springs and encountering the same 

rock t h a t F l o r i d a d i d , t h a t we might w e l l expect the 

p r o d u c t i v i t y of t h i s w e l l t o be enhanced by as much as 
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f i v e t o ten f o l d . 

Q. So, Mr. Byers, l e t me make sure I 

understand. The reason you are proposing an 

unorthodox surface l o c a t i o n i s t w o f o l d : one, so t h a t 

you can be l o c a t e d c l o s e r t o the F l o r i d a w e l l ; 

secondly, so you can i n t e r s e c t the f r a c t u r e s as you 

b e l i e v e they run? 

A. I f the l o c a t i o n were moved t o i n s i d e of a 

normal gas p r o r a t i o n u n i t f o r 160 acres, then the 

a v a i l a b i l i t y of l e n g t h of l a t e r a l t h a t we might d r i l l 

w i l l be reduced s u b s t a n t i a l l y . 

At the unorthodox l o c a t i o n , w i t h a 300-foot 

r a t e of cu r v a t u r e from the v e r t i c a l t o the h o r i z o n t a l , 

the s t r a i g h t uncased or producing p o r t i o n of the 

borehole w i l l a l l be l o c a t e d w i t h i n the standard 

p r o r a t i o n dimensions. 

Q. Could you please e x p l a i n the completion and 

pr o d u c t i o n o p e r a t i o n s and procedures which you're 

proposing f o r t h i s w e l l ? 

A. The w e l l would be d r i l l e d , present p l a n s , 

at 9-5/8 i n t e r m e d i a t e surface c a s i n g . D r i l l e d 

v e r t i c a l l y and plugged back, k i c k o f f the curved 

p o r t i o n of the h o l e . 

A f t e r the curved p o r t i o n of the hole i s 

d r i l l e d t o the h o r i z o n t a l p o s i t i o n , t h a t p o r t i o n of 
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the hole w i l l be cased w i t h 7-inch. D r i l l out of the 

7-inch w i t h 6-1/8 b i t t o the terminus of the l a t e r a l 

hole. 

Q. Mr. Byers, I now r e f e r you t o E x h i b i t 5. 

Would you please describe E x h i b i t 5? 

A. E x h i b i t 5 i s a schematic. On the r i g h t 

side i s a p l a t c o v e r i n g the southeast q u a r t e r of 

Section 18, Township 26 South, Range 25 East. I t 

shows the proposed l o c a t i o n of the S t r a t a No. 1 Yeso 

H i l l s ; also i t s r e l a t i o n s h i p t o the F l o r i d a 

E x p l o r a t i o n w e l l . 

What we have d e p i c t e d as a t a r g e t area i s 

the center 40 acres w i t h i n t h a t 160-acre southeast 

qu a r t e r of the s e c t i o n . T h e r e f o r e , i n order t o be a 

l e g a l l o c a t i o n , the h o r i z o n t a l p o r t i o n of the borehole 

must be conf i n e d w i t h i n t h a t . 

This also shows the d i r e c t i o n s t h a t are 

a v a i l a b l e t o us t o d r i l l t h a t w e l l , as w e l l as the 

leng t h s t h a t we might be able t o d r i l l and s t i l l 

remain l e g a l . 

That gives us a v a r i a b l e i n the event t h a t 

the f r a c t u r e p a t t e r n i s not found t o be i n a general 

n o r t h w e s t - s o u t h e a s t e r l y d i r e c t i o n . That gives us some 

other options i n t h e r e . 

On the l e f t i s simply an i s o m e t r i c 
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schematic of the t a r g e t area and the methods through 

which we hope t o encounter f r a c t u r e s i n t h i s 

reserv o i r . 

Q. Mr. Byers, I now r e f e r you t o E x h i b i t 6 and 

ask you t o give a d e s c r i p t i o n of E x h i b i t 6. 

A. What i s E x h i b i t 6? Oh. E x h i b i t 6 i s a 

dual l a t e r a l l o g , micro SFL Schlumberger survey of the 

F l o r i d a e x p l o r a t i o n , Inexco Federal No. 1 w e l l , 

d r i l l e d as a w i l d c a t t o the Morrow and l a t e r plugged 

back and t e s t e d i n the Bone Springs at a l o c a t i o n 330 

fe e t from the south and east l i n e s of the southwest 

q u a r t e r of Section 18, approximately 1,100 f e e t west 

of our proposed l o c a t i o n . 

Q. Mr. Byers, from a t e c h n i c a l s t a n d p o i n t , why 

do you b e l i e v e a h o r i z o n t a l w e l l i s warranted i n t h i s 

case ? 

A. We have evidence and sound e x p e c t a t i o n s 

t h a t the Bone Springs s e c t i o n i s a f r a c t u r e d 

r e s e r v o i r . I t also i s composed of a very t i g h t 

m a t r i x , I t h i n k , as e x h i b i t e d by attempted completion 

by F l o r i d a E x p l o r a t i o n , o f f e r i n g l i m i t e d p o s s i b i l i t y 

f o r product i o n . 

Having the e x p e c t a t i o n of a f r a c t u r e d or 

j o i n t r e s e r v o i r , and assuming t h a t those j o i n t s , i n 

ge n e r a l , o f f e r i n f i n i t e f l ow c a p a c i t y , we can a v a i l 
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ourselves of the flow c a p a c i t y of those and the 

c a p a c i t y of the gas t o move from the i n t e r s t i t i a l 

spaces of the m a t r i x i n t o the f r a c t u r e s and t h e r e f o r e 

expect higher p r o d u c t i v i t y and a l a r g e r drainage area. 

Q. Mr. Byers, from an economic s t a n d p o i n t , 

could you e x p l a i n why you b e l i e v e a h o r i z o n t a l w e l l i s 

war r anted ? 

A. A c o n v e n t i o n a l w e l l d r i l l e d at t h i s 

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

i n the v i c i n i t y of 500 Mcf per day would be a 

noncommercial w e l l . I f we can enhance t h a t r a t e of 

pr o d u c t i o n by f i v e t o t e n f o l d , then we shorten the 

l i f e . We do not enhance the recovery or the amount of 

gas t h e r e . We enhance the amount of the gas t h a t we 

can get out. T h e r e f o r e , i t becomes a commercial 

ventu r e . 

Q. So i s i t your o p i n i o n t h a t a h o r i z o n t a l 

w e l l i n t h i s case w i l l prevent both a c t u a l and 

economic waste? 

A. I t w i l l conserve our n a t u r a l resources i n 

t h a t i t w i l l a v a i l those resources t o us which 

otherwise would not be. 

Q. I n your o p i n i o n , would a v e r t i c a l w e l l be 

economic based on today's markets? 

A. No. 
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Q. Technology? 

A. No. 

Q. Mr. Byers, i n your o p i n i o n , w i l l the 

c o r r e l a t i v e r i g h t s of any o f f s e t operators be impaired 

i n any way? 

p r o d u c t i o n from t h a t p i l o t p r o j e c t w i l l be conf i n e d 

w i t h i n the standard p r o r a t i o n u n i t of 160 acres f o r a 

gas w e l l . I n a l l p r o b a b i l i t y , i f s u c c e s s f u l , the 

e n t i r e a d d i t i o n a l r e s e r v o i r w i l l be developed 

s i m i l a r l y . 

Q. So i t ' s your o p i n i o n , Mr. Byers, t h a t the 

d r i l l i n g of t h i s w e l l w i l l be i n the best i n t e r e s t of 

the c o n s e r v a t i o n , p r o t e c t i o n of c o r r e l a t i v e r i g h t s , 

and p r e v e n t i o n of waste? 

A. Yes. 

Q. Mr. Byers, were E x h i b i t s 5 and 6 prepared 

by you or under your s u p e r v i s i o n or d i r e c t i o n ? 

A. E x h i b i t 5 was. E x h i b i t 6 was n o t . 

MR. CAVIN: Mr. Examiner, I move t h a t 

E x h i b i t 5 be admitted at t h i s t i m e . 

HEARING EXAMINER: E x h i b i t 5 w i l l be 

admitted at t h i s t i m e . 

MR. CAVIN: I have no f u r t h e r questions of 

Mr . Buyer. 

A. No. This i s a p i l o t p r o j e c t . The 
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CROSS-EXAMINATION 

BY HEARING EXAMINER: 

Q. Mr. Byers, you've noted or you've s t a t e d 

t h a t you expect a f i v e t o t e n f o l d increase i n 

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

w e l l ? 

A. Yes r i t i s . 

Q. What's t h a t based on? 

A. We can -- as you are aware, the 

p r o d u c t i v i t y of a w e l l i s a d i r e c t f u n c t i o n of the 

p e r m e a b i l i t y and s e c t i o n encountered or opened i n the 

borehole, r e f e r r e d t o -- we might r e f e r t o i t as 

permeable f e e t or m i l l i d a r c y f e e t . I f we double t h a t , 

we should double p r o d u c t i o n . I f we t r i p l e i t , we 

should t r i p l e p r o d u c t i o n . 

I n t h i s case, i f the p r o d u c t i v i t y of the 

F l o r i d a Inexco w e l l was i n d i c a t e d t o be approximately 

h a l f a m i l l i o n f e e t per day, t h a t w e l l had t o be i n 

the v i c i n i t y of some f r a c t u r e because, as we see the 

m a t r i x at t h i s t i m e , i t could not produce t h a t much. 

Th e r e f o r e , t h a t one f r a c t u r e must have produced a h a l f 

a m i l l i o n f e e t per day. So i f we can encounter f i v e 

t o t en f r a c t u r e s w i t h a h o r i z o n t a l h o l e , then our 

p r o d u c t i v i t y should be p r o p o r t i o n a t e l y i n c r eased. 

Q. That f i v e t o ten times f i g u r e , does t h a t 
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represent f i v e t o ten times more reserves w i l l be 

recovered ? 

A. More reserves w i l l be recovered, not t h a t 

t h e r e i s more gas i n the r e s e r v o i r , but we can recover 

t h a t much more economically. 

Q. So w i l l your h o r i z o n t a l w e l l be d r a i n i n g a 

l a r g e r area than a c o n v e n t i o n a l v e r t i c a l w e l l ? 

A. Under the c o n d i t i o n s of t h i s p a r t i c u l a r 

rock, yes. Now, i f the rock were h i g h l y permeable and 

porous, no, i t would n o t. 

Q. So j u s t due t o the f r a c t u r e s ? 

A. Due t o the f r a c t u r e , due t o the t i g h t 

nature of the rock. 

Q. How w i l l the d i r e c t i o n of the h o r i z o n t a l 

p o r t i o n of the w e l l b o r e be determined? 

A. We'll monitor the d i r e c t i o n , i n c l i n a t i o n , 

and a t t i t u d e of t h a t hole w i t h MWD t o o l s w h i l e 

d r i l l i n g . They're downhole t o o l s . The only p o r t i o n 

of the hole we w i l l not be sure o f , our MWD t o o l s w i l l 

be p o s i t i o n e d approximately 60 f e e t behind the b i t . 

So we w i l l know the whole s t o r y of the hole w i t h the 

exception of t h a t l a s t 60 f e e t . 

Q. I'm s o r r y . I must have not made t h a t 

c l e a r . How w i l l you determine which d i r e c t i o n t h a t 

hole w i l l be d r i l l e d h o r i z o n t a l l y ? 

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 

20 

A. We plan t o core, run d i p meter, and also 

other s o p h i s t i c a t e d logs i n the v e r t i c a l p o r t i o n of 

t h i s hole i n order t o attempt t o determine the 

o r i e n t a t i o n of those f r a c t u r e s . I f t h a t i n f o r m a t i o n 

i s not p o s i t i v e , then we w i l l have t o assume t h a t our 

i n i t i a l d e t e r m i n a t i o n t h a t the f r a c t u r e system was 

probably i n a northwest-southeast d i r e c t i o n i s 

c o r r e c t . 

The hole w i l l be d r i l l e d — the l a t e r a l 

hole w i l l be d r i l l e d i n such a manner t h a t we w i l l 

know each time we cross a f r a c t u r e . T h e r e f o r e , we can 

determine the frequency t h a t we do t h a t . Then, using 

geometry, t h a t can help us give a more p o s i t i v e 

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

development. 

Q. I n a s i t u a t i o n l i k e t h i s , i s i t best f o r 

the w e l l b o r e t o encounter the f r a c t u r e s p e r p e n d i c u l a r ? 

A. Yes. 

Q. So you won't know how long the h o r i z o n t a l 

s e c t i o n w i l l be u n t i l you know the d i r e c t i o n ? 

A. No. At t h i s time I a n t i c i p a t e a l a t e r a l 

e xtension of approximately 1,200 t o 1,500 f e e t i s what 

I would l i k e t o have at t h i s p o i n t . 

Q. But you s t i l l propose t h a t i t be -- the 

terminus of the hole be at a di s t a n c e 660 f e e t from 
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the p r o r a t i o n u n i t ? 

A. Yes. Also we should add t h a t even i n the 

event t h a t even the most e a s t e r l y d i r e c t i o n of a 

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

then the o r i g i n of t h a t h o r i z o n t a l hole w i l l also be 

w i t h i n 660 f e e t of the lease l i n e s . 

Q. I s t h a t , i n f a c t , going t o be a 90-degree 

angle f o r v e r t i c a l ? 

A. Yes, approximately. 

Q. Approximately? Do you have any other 

evidence r e g a r d i n g the c o n s t r u c t i o n of the w e l l 

besides what you've t e s t i f i e d to? 

A. No. You mean casing p a t t e r n s and such as 

t h a t ? 

Q. Casing and s e t t i n g depths, sizes? 

A. The h o r i z o n t a l t o o l s are developing too 

r a p i d l y now. Right now I'm a n t i c i p a t i n g 6-1/8 

d r i l l - o u t t o o l s , which w i l l r e q u i r e 7-5/8 inch casing 

through the bent p o r t i o n of the h o l e . 

Q. Through the what? 

A. Through the bent p o r t i o n . Beyond t h a t we 

w i l l d r i l l 6-1/8. And depending on the competency of 

the f o r m a t i o n , we can determine from t h a t . At t h a t 

p o i n t we w i l l decide whether t o run 4-1/2 inch s l o t t e d 

l i n e r i n t h a t s e c t i o n or leave i t open h o l e . 

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 

22 

Tubing equipment, wellhead, and a l l t h a t i s 

co n v e n t i o n a l , w i t h the t u b i n g seat impacter, which 

w i l l be set above the curved p o r t i o n . 

Q. Can I get you t o a c t u a l l y submit a d e t a i l e d 

d e s c r i p t i o n of the w e l l diagram and the d r i l l i n g 

ope r at i on s ? 

A. Yes. 

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

questions I have of t h i s witness at t h i s t i m e . 

MR. CAVIN: Mr. Examiner, our f i n a l witness 

i s George S c o t t . 

GEORGE L. SCOTT, JR., 

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. CAVIN: 

Q. Mr. S c o t t , would you please s t a t e your 

name, address, occu p a t i o n , and employer, please. 

A. George L. S c o t t , J r . , Suite 648, Petroleum 

B u i l d i n g , Roswell, New Mexico, g e o l o g i s t and p r e s i d e n t 

of S t r a t a Production Company. 

Q. Mr. S c o t t , have you p r e v i o u s l y t e s t i f i e d 

before the D i v i s i o n i n your c a p a c i t y as a g e o l o g i s t ? 

A. Yes, I have. 

Q. Have your q u a l i f i c a t i o n s as a g e o l o g i s t 
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been made a matter of record w i t h the D i v i s i o n ? 

A. Yes, they have. 

MR. CAVIN: Mr. Examiner, are Mr. Sco t t ' s 

q u a l i f i c a t i o n s as a g e o l o g i s t acceptable? 

HEARING EXAMINER: They are. 

Q. (BY MR. CAVIN) Mr. S c o t t , f i r s t , are you 

f a m i l i a r w i t h the a p p l i c a t i o n i n t h i s case, No. 9830, 

and w i t h E x h i b i t s 1 through 6 which have been 

presented ? 

A. Yes. 

Q. Can you e x p l a i n why the unorthodox surface 

l o c a t i o n proposed i s necessary and a p p r o p r i a t e i n t h i s 

case from a g e o l o g i c a l s t a n d p o i n t ? 

A. This w e l l needs t o be l o c a t e d near the 

c h i e f c o n t r o l w e l l , the F l o r i d a E x p l o r a t i o n w e l l , i n 

order t o minimize the g e o l o g i c a l r i s k . Also, t h i s 

would be the op t i m a l l o c a t i o n f o r d r i l l i n g 

p e r p e n d i c u l a r t o the main f r a c t u r e d i r e c t i o n and s t i l l 

bottom the hole at a l e g a l d i s t a n c e from the edge of 

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

Q. Mr. S c o t t , i s i t your o p i n i o n i f t h i s 

a p p l i c a t i o n i s gran t e d , i t w i l l r e s u l t i n the 

p r e v e n t i o n of waste and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. Yes. 
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Q. Mr. S c o t t , was E x h i b i t 6 prepared or 

compiled by you or at your d i r e c t i o n ? 

A. Yes, i t was. 

MR. CAVIN: Mr. Examiner, I move t h a t 

E x h i b i t 6 be ad m i t t e d . 

HEARING EXAMINER: E x h i b i t 6 w i l l be 

admitted as evidence. 

MR. CAVIN: Mr. Examiner, I have no f u r t h e r 

questions f o r Mr. Scott at t h i s t i m e . 

CROSS-EXAMINATION 

BY HEARING EXAMINER: 

Q. Mr. S c o t t , approximately how t h i c k i s the 

Bone Springs i n t h i s area? 

A. The t o t a l Bone Springs f o r m a t i o n , w i t h o u t 

doing some checking, I couldn't give you a p r e c i s e 

answer, but I would estimate about 2,000 f e e t t h i c k , 

the e n t i r e Bone Springs. We're d e a l i n g here w i t h a 

p o r t i o n of the Bone Springs t h a t i s i n the upper p a r t 

of i t . And t h i s p a r t i c u l a r i n t e r v a l i s about -- i t 

v a r i e s from 150 t o 250 f e e t t h i c k , depending on where 

you are. 

Q. Mr. S c o t t , besides the F l o r i d a E x p l o r a t i o n 

w e l l , i s th e r e any other Bone Springs p r o d u c t i o n i n 

t h i s area? 

A. No, not i n t h i s general area. 
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Q. Did the F l o r i d a w e l l a c t u a l l y produce? 

A. I t was not completed as a formal gas w e l l , 

but i t produced gas d u r i n g the extended t e s t i n g 

pe r i od. 

Q. So a Bone Springs pool was never c r e a t e d , 

t o your knowledge? 

A. That's my understanding. 

Q. So you're i n e f f e c t d r i l l i n g a w i l d c a t ? 

A. Yes, yes. 

HEARING EXAMINER: I guess t h a t ' s a l l the 

questions we have at t h i s t i m e . The witness may be 

excused . 

Does t h a t conclude your p r e s e n t a t i o n , Mr. 

Cavin ? 

MR. CAVIN: Yes. 

HEARING EXAMINER: On the d r i l l i n g 

procedures t h a t I requested, w e ' l l j u s t go ahead and 

close the record at t h i s time but have those submitted 

w i t h i n a week or so. 

MR. CAVIN: Okay. 

MR. STOVALL: Mr. Cavin, the set of 

e x h i b i t s which I was presented numbers each e x h i b i t as 

E x h i b i t No. 1. 

MR. CAVIN: R i g h t . 

MR. STOVALL: I t makes i t a l i t t l e harder 
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t o f o l l o w the test i m o n y . Could I get t h a t renumbered 

before we — 

MR. CAVIN: You bet . How about t h i s one? 

This i s 1 through 6. 

MR. STOVALL: That's a l o t b e t t e r . 

HEARING EXAMINER: There being n o t h i n g 

f u r t h e r i n t h i s case, Case 9830 w i l l be taken under 

advi sement. 

MR. CAVIN: Thank you. 
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