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

Case 9843. 

MR. STOVALL: A p p l i c a t i o n of Northwest 

P i p e l i n e C o r p o r a t i o n f o r an unorthodox c o a l gas w e l l 

l o c a t i o n and a nonstandard gas p r o r a t i o n u n i t , San 

Juan County, New Mexico. 

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

t h i s case? 

MR. COOTER: Paul Cooter w i t h the Rodey law 

f i r m i n Santa Fe, appearing on b e h a l f of the 

a p p l i c a n t , Northwest P i p e l i n e . At counsel t a b l e w i t h 

me w i l l be Mark Moench, in-house counsel f o r the 

a p p l i c a n t . We have two w i t n e s s e s , and then Mr. George 

Broome w i t h McElvain O i l and Gas w i l l make a statement 

i n support of the a p p l i c a t i o n at the c o n c l u s i o n of our 

case. 

HEARING EXAMINER: W i l l the witn e s s e s 

please stand and be sworn i n ? 

(Witnesses sworn.) 

MR. COOTER: I f i t may be p e r m i t t e d , I 

would l i k e t o make a b r i e f opening statement which I 

t h i n k might c l a r i f y what i s sought by the case and the 

reasons f o r i t . 

I would ask the D i v i s i o n t o tak e 

a d m i n i s t r a t i v e n o t i c e of Order No. R-1066, which i s 
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dated October 9, 1957 r a copy of which i s a t t a c h e d t o 

the book of e x h i b i t s . I t ' s p a r t of E x h i b i t B. By 

t h a t o r d e r , the Commission e s t a b l i s h e d a s e r i e s of 

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

T r a c t 0, along the west and n o r t h s i d e of Township 31 

No r t h , Range 7 West, San Juan County. The n e c e s s i t y 

was s t r i c t l y by reason of the c o r r e c t i o n s b e ing made 

i n the surveys at t h a t p o i n t . Those lands were 

i n c l u d e d i n the P a c i f i c Northwest P i p e l i n e 

C o r p o r a t i o n , San Juan 32-7 U n i t , and Block B 

e s t a b l i s h e d by t h a t order i s the same p r o r a t i o n u n i t 

covered i n the a p p l i c a t i o n . 

A f t e r the e n t r y of Order No. R-1066 i n 

1957, t h i s Commission entered i t s Order No. R-6938 on 

A p r i l 16, 1982. A copy of t h a t i s a l s o i n c l u d e d i n 

the volume of e x h i b i t s . 

T r a c t B was d i v i d e d i n t o two nonstandard 

P i c t u r e d C l i f f s p r o r a t i o n u n i t s which o v e r l a p t h a t 

Mesa Verde u n i t . B-l and B-2 are the same as, a g a i n , 

T r a c t B, the same lands i n c l u d e d i n t h i s a p p l i c a t i o n . 

With t h a t v e r y b r i e f background, I ' l l 

commence my examination of Mr. G i l l e n . 

DARREL GILLEN, 

the 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 : 
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DIRECT EXAMINATION 

BY MR. COOTER: 

Q. Would you please s t a t e your name f o r the 

r e c o r d , s i r . 

A. D a r r e l l G i l l en. 

Q. And by whom are you employed, Mr. G i l l e n ? 

A. Northwest P i p e l i n e C o r p o r a t i o n , one of the 

W i l l i a m s companies. 

Q. What's your p o s i t i o n w i t h t h a t company? 

A. Land manager. 

Q. I s t h i s the f i r s t time you've t e s t i f i e d 

b e f o r e the New Mexico O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, i t i s . 

Q. Would you r e l a t e b r i e f l y your e d u c a t i o n and 

your p r o f e s s i o n a l experience? 

A. I have a B.S. i n business a d m i n i s t r a t i o n . 

I've worked w i t h Northwest P i p e l i n e 15 y e a r s , t e n 

years i n the j o i n t o p e r a t i o n department, f i v e years i n 

the land department, the l a s t year as land manager. 

Q. Are you a member of any p r o f e s s i o n a l 

a s s o c i a t i o n s ? 

A. Yes. I'm a member of AAPL and al s o t h e 

Utah Petroleum A s s o c i a t i o n of Mining Landmen, which 

now I'm s e r v i n g as the p r e s i d e n t of t h a t a s s o c i a t i o n . 

Q. What does Northwest P i p e l i n e seek by t h i s 
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a p p l i cat i on ? 

A. We'd l i k e a p p r o v a l f o r a B a s i n - F r u i t l a n d 

Coal Gas c o a l nonstandard p r o r a t i o n u n i t f o r the San 

Juan 32-7 u n i t No. 201 w e l l , which i n c l u d e s p a r t of 

Sect i o n 7 and p a r t of Se c t i o n 18 i n Township 31 North 

Range 7 West. 

Q. Was a d m i n i s t r a t i v e a p p r o v a l f i r s t sought 

f o r t h a t nonstandard p r o r a t i o n u n i t ? 

A. Yes. On November 8 r 1989, we sought 

a d m i n i s t r a t i v e a p p r o v a l . I t was denied due t o the 

f a c t t h a t t h e r e are no p r o v i s i o n s t h a t a l l o w 

a d m i n i s t r a t i v e a p p r o v a l f o r a nonstandard p r o r a t i o n 

u n i t t h a t crosses s e c t i o n l i n e s . 

Q. Copies of t h a t request f o r a d m i n i s t r a t i v e 

a p p r o v a l and the subsequent r e j e c t i o n of i t by 

Mr. Stogner, t o g e t h e r w i t h a copy of t h i s a p p l i c a t i o n 

c o n s t i t u t e E x h i b i t A t o the volume of e x h i b i t s , do 

they not ? 

A . Yes, they do. 

Q. Let me then d i r e c t your a t t e n t i o n , i f you 

would, t o E x h i b i t B, the f i r s t page of t h a t e x h i b i t , 

and have you i d e n t i f y and e x p l a i n i t . 

A. P o s s i b l y b e f o r e I e x p l a i n E x h i b i t B, going 

alona w i t h what we're s e e k i n g , I could a l s o i n c l u d e 

j u s t f o r the Commission, Northwest P i p e l i n e i s the 
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ope r a t o r of the f e d e r a l u n i t San Juan 32-7, and as 

such, we have the r e s p o n s i b i l i t y of p o l l i n g a l l the 

work i n g i n t e r e s t owners' d e s i r e s of t h a t u n i t f o r 

d r i l l i n g requests f o r each year. Last year, as we d i d 

t h a t , T. H. McElvain O i l and Gas P r o p e r t i e s , who are a 

m i n e r a l owner i n the boundaries of the San Juan 32-7 

u n i t , requested t h a t we d r i l l a w e l l i n Se c t i o n 18, 31 

No r t h , 7 West. Along w i t h the lands t h a t they were 

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

owned t h a t p r o p e r t y , 120 ac r e s , w i t h Kindermac 

P a r t n e r s . 

Due t o the f a c t t h a t the n o r t h and west 

boundaries of 31-7 are nonstandard s e c t i o n s , we were 

r e q u i r e d t o develop nonstandard p r o r a t i o n u n i t s i n 

order t o go along w i t h the 320-acre spacing under 

Order R-8768 t h a t was developed f o r F r u i t l a n d Coal i n 

1988 . 

As we researched, we found t h a t p r o r a t i o n 

u n i t s had a l r e a d y been e s t a b l i s h e d , and t h i s i s what 

E x h i b i t B i n d i c a t e s f o r the Blanco-Mesa Verde 

format i on. 

There's 15 nonstandard p r o r a t i o n u n i t s t h a t 

have been developed, s t a r t i n g w i t h A t h r o u g h O. 

O u t l i n e d i n red are those p r o r a t i o n u n i t s t h a t have 

been approved by the Commission. 
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The green markings i n the middle of those 

p r o r a t i o n u n i t s i n d i c a t e 14 p r o r a t i o n u n i t s i n the 

P i c t u r e d C l i f f s f o r m a t i o n t h a t were a p p l i e d f o r and 

approved by the Commission i n 1982 under Order 

R-6938. These P i c t u r e d C l i f f s f o r m a t i o n s j u s t o v e r l a y 

the e x i s t i n g Mesa Verde f o r m a t i o n s ' nonstandard 

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

The h i g h l i g h t e d y e l l o w area i s the area 

t h a t we are now asking f o r ap p r o v a l of a nonstandard 

p r o r a t i o n u n i t . The blue dot i s a proposed w e l l 

l o c a t i o n i n t h a t p r o r a t i o n u n i t , a p p r o x i m a t e l y . 

Q. The block numbers given on t h a t page you've 

j u s t t a l k e d about are the same block numbers t h a t were 

set f o r t h by t h i s Commission i n i t s Order No. R-1066 

back i n 1957? 

A. Yes, they correspond w i t h the Order l o t 

nu mb e r s . 

Q. Turn t o the second page of E x h i b i t B, i f 

you would, which appears t o be another p l a t . 

A. I n 1977, Palmer O i l made a p p l i c a t i o n f o r 

f o u r Mesa Verde nonstandard p r o r a t i o n u n i t s and f i v e 

P i c t u r e d C l i f f s nonstandard p r o r a t i o n u n i t s . They 

have been h i g h l i g h t e d a g a i n , the Mesa Verde and Dakota 

p r o r a t i o n u n i t s i n r e d , the P i c t u r e d C l i f f s i n green, 

s p l i t t i n g up the Mesa Verde p r o r a t i o n u n i t . These 
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were a p p l i e d f o r and approved. There i s a c o n f l i c t on 

the Mesa Verde and P i c t u r e d C l i f f s p r o r a t i o n u n i t as 

approved i n the 1957 o r d e r , being B, C, and D 

p r o r a t i o n u n i t s have been e s t a b l i s h e d here. 

What they've done i s taken the o r i g i n a l 

Order 1957, I and H p r o r a t i o n u n i t s , and made t h r e e 

p r o r a t i o n u n i t s out of those two, going down i n t o 

S e c t i o n 10, which would gi v e them the a d d i t i o n a l 

acreage needed f o r the t h r e e p r o r a t i o n u n i t s . 

Q. Those bl o c k s A th r o u g h G, however, as 

e s t a b l i s h e d by the Commission i n 1957, p a r t i c u l a r l y 

i n c l u d i n g t r a c t B, which i s the s u b j e c t m a tter of t h i s 

a p p l i c a t i o n , remain unchanged? 

A. That's c o r r e c t . Also J remains unchanged 

i n Sect i on 2 . 

Q. Behind those two p l a t s , t h e r e appear copies 

of the Commission o r d e r s t o which r e f e r e n c e has been 

made i n your t e s t i m o n y ; i s t h a t c o r r e c t ? 

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

Q. Le t ' s t u r n then t o E x h i b i t C and ask you t o 

e x p l a i n t h a t t o us? 

A. E x h i b i t C o u t l i n e s the e x i s t i n g Mesa Verde 

w e l l s t h a t have been d r i l l e d on the nonstandard 

p r o r a t i o n u n i t s t h a t have a l r e a d y been approved. I n 

Sec t i o n 7 y o u ' l l see a p r o r a t i o n u n i t t h a t was 
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e s t a b l i s h e d i n 1957, which w e l l No. 79 has 

i n c o r p o r a t e d as i t s spacing u n i t . That's unchanged 

from the 1957 o r d e r . 

Q . That's block C? 

A. That would be block C. Block F i n Se c t i o n 

5 and p a r t of Sec t i o n -- w e l l , i n S e c t i o n 5, has w e l l 

No. 18 on i t . That i s a l s o unchanged. 

Block G i n Se c t i o n 4 w i t h Well No. 19 i s 

als o unchanged from the 1957 o r d e r . 

Q. Let me ask you at t h a t p o i n t , even though 

other t r a c t s , such as t r a c t A, B, D, and E were 

de s i g n a t e d by the 1957 o r d e r , no Mesa Verde w e l l s were 

d r i l l e d on those? 

A. No Mesa Verde w e l l was d r i l l e d ; t h a t ' s 

c o r r e c t . 

Q. Then t u r n t o the next page of E x h i b i t C, i f 

you would? 

A. E x h i b i t C would i n d i c a t e the e x i s t i n g 

P i c t u r e d C l i f f s w e l l s t h a t have been d r i l l e d . They 

have a l l been d r i l l e d under the order t h a t was 

approved i n 1977, Order No. R-5364. 

Q. The P i c t u r e d C l i f f s i s on 160 acres". The 

Mesa Verde i s on a 320-acre spacing u n i t ? 

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

Q. A l l r i g h t . Turn t o E x h i b i t D, i f you 
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would , and e x p l a i n t h a t . 

A. The f i r s t page of E x h i b i t D i s an 

a p p l i c a t i o n f o r a p e r m i t t o d r i l l . The second page of 

t h a t shows the Commission's a p p r o v a l i n Aztec, New 

Mexico, the d i s t r i c t o f f i c e t h e r e , of the C-102. 

The p l a t , a g a i n , o u t l i n e s the nonstandard 

p r o r a t i o n u n i t t h a t we're a s k i n g a p p r o v a l f o r . I t 

i n d i c a t e s t h a t the w e l l i s d r i l l e d 880 f e e t from the 

east l i n e , 500 f e e t from the south l i n e i n Se c t i o n 7. 

Q. I f I may i n t e r r u p t your t e s t i m o n y at t h i s 

p o i n t . 

MR. COOTER: Mr. Catanach, i t ' s our 

p o s i t i o n t h a t -- we n o t i c e t h a t the a d v e r t i s e m e n t 

i n c l u d e d d r i l l i n g of a w e l l at an unorthodox 

l o c a t i o n . I t ' s our p o s i t i o n t h a t i f the nonstandard 

p r o r a t i o n u n i t be approved, t h a t then t h i s w e l l would 

be d r i l l e d at an orthodox l o c a t i o n w i t h i n t h a t 

nonstandard p r o r a t i o n u n i t , b e i ng f u r t h e r than 790 

f e e t from the e x t e r i o r boundaries of the u n i t , and i n 

the northwest p o r t i o n -- pardon me -- n o r t h e a s t 

p o r t i o n of the u n i t , even though i t ' s not the 

n o r t h e a s t q u a r t e r of the government s u b d i v i s i o n . 

That's why i t was t r e a t e d t h a t way i n the a p p l i c a t i o n . 

HEARING EXAMINER: Okay. 

Q. (BY MR. COOTER) Did you di s c u s s t h i s 
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proposed a p p l i c a t i o n w i t h Mr. Bush? 

A. I d i d n o t , but Paul Thompson, our 

p r o d u c t i o n manager out of our Farmington o f f i c e , d i d . 

Erni e Bush recommended -- o r i g i n a l l y , we had t h i s w e l l 

s l a t e d f o r the n o r t h e a s t q u a r t e r of Se c t i o n 18. He 

recommended t h a t we move t h a t up t o the southeast 

q u a r t e r of 7, which i t ' s now o u t l i n e d , so t h a t i f the 

time comes where t h e r e needs t o be an i n f i l l w e l l 

d r i l l e d , t h a t we can d r i l l t h a t i n f i l l w e l l i n the 

south p a r t of t h i s p r o r a t i o n u n i t . 

Q. Then t u r n t o E x h i b i t E. I ' d ask you t o 

t u r n t o i t , and e x p l a i n what i s shown t h e r e . 

A. The f i r s t page of E x h i b i t E i s the 

o f f s e t t i n g o p e r a t o r and owner's p l a t . That would 

i n d i c a t e on the west of our p r o r a t i o n u n i t , M e r i d i a n 

O i l owns S e c t i o n 12 and Se c t i o n 13 i n 31-8. Northwest 

P i p e l i n e has been i n d i c a t e d as n u m e r i c a l No. 1. They 

are the u n i t o p e r a t o r of the San Juan 32-7 u n i t . 

Numeric No. 6 i s owned by Amoco P r o d u c t i o n Company. 

Numeric No. 4 i s owned by Kindermac P a r t n e r s and T. H. 

McElvain O i l and Gas P r o p e r t i e s . 

Q. Let me ask you t o c o r r e l a t e t h a t e x h i b i t 

back w i t h the f i r s t page of E x h i b i t B. The land which 

you show owned by Amoco i s t h a t l i t t l e s t r u n g - o u t 

s e c t i o n t h a t i s p a r t of block C? 
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A. Yes. That would be the west h a l f of the 

west h a l f of Sec t i o n 7 t h e r e . 

Q. And then the l i t t l e t r a c t s i n the center of 

t r a c t B are owned by --

A. They are owned u n d i v i d e d l y by McElvain and 

Kindermac P r o p e r t i e s . 

Q. And down i n the southwest corner of t r a c t 

B, which would be, I guess, the southeast of the --

pardon me -- southwest of the n o r t h e a s t of S e c t i o n 18? 

A. That i s a l s o owned by McElvain and 

Kindermac. And then the southeast of the southeast of 

18 i s owned by Hixon Development Company. 

Q. Are t h e r e any other o f f s e t t i n g owners or 

op e r a t o r s other than those t h a t you've enumerated? 

A. And then on the west s i d e i n 31-8, S e c t i o n s 

12 and 13 are owned by M e r i d i a n . 

Q. Did you request from those v a r i o u s 

companies waivers of p r o t e s t f o r your a p p l i c a t i o n ? 

A. Yes, we have. 

Q. And those are a t t a c h e d as p a r t of E x h i b i t 

E ? 

A. Those are p a r t of E x h i b i t E. Each company 

has given waiver t o t h i s a p p l i c a t i o n . 

Q. That i s , waivers from M e r i d i a n O i l , I n c . , 

Hixon Development Company, Kindermac P a r t n e r s , T. H. 
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McElvain O i l and Gas P r o p e r t i e s , and Amoco? 

A. Yes. 

Q. Are those t r u e and c o r r e c t copies of those 

a c t u a l w a i v e r s ? 

A. These are copies of a faxed copy t h a t I 

r e c e i v e d , and they are t r u e and c o r r e c t . 

Q. Mr. G i l l e n , were the maps which appear as 

pages 1 and 2 of E x h i b i t B, pages 1 and 2 of E x h i b i t 

C, and page 1 of E x h i b i t E prepared by you or under 

your d i r e c t i o n and s u p e r v i s i o n ? 

A. Yes. 

Q. Do those a c c u r a t e l y and c o r r e c t l y r e f l e c t 

the i n f o r m a t i o n t h a t ' s shown t h e r e o n and about which 

you've t e s t i f i e d ? 

A. Yes, they do. 

Q. Are the other e x h i b i t s about which you 

t e s t i f i e d t r u e and c o r r e c t copies of those i d e n t i f i e d 

cop i e s ? 

A. Yes. 

MR. COOTER: At t h i s t i m e , Mr. Catanach, we 

o f f e r E x h i b i t s A th r o u g h E. 

HEARING EXAMINER: E x h i b i t s A t h r o u g h E 

w i l l be a d m i t t e d as evidence. 

Q. (BY MR. COOTER) Mr. G i l l e n , i n your 

o p i n i o n , would the g r a n t i n g of t h i s a p p l i c a t i o n by the 
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O i l C onservation D i v i s i o n a f f o r d Northwest P i p e l i n e 

the o p p o r t u n i t y t o produce i t s j u s t and e q u i t a b l e 

share of gas i n the B a s i n - F r u i t l a n d Coal Gas Pool 

covered by the p r o p o s a l ? 

A. Yes, i t would. 

Q. Would i t p r e v e n t economic l o s s caused by 

the d r i l l i n g of unnecessary w e l l s ? 

A. Yes. 

Q. Prevent other p h y s i c a l or economic waste 

and p r o t e c t c o r r e l a t i v e r i g h t s ? 

A. Yes. 

MR. COOTER: That concludes my d i r e c t 

e xamination of Mr. G i l l e n . 

CROSS-EXAMINATION 

BY HEARING EXAMINER: 

Q. Mr. G i l l e n , l e t me see i f I understand a l l 

of t h i s . R-1066 c r e a t e d the 320-acre p r o r a t i o n u n i t s 

or the ones you have l a b e l e d on E x h i b i t B? 

A. Yes, they do. 

Q. The ones o u t l i n e d i n red? 

A. Yes. 

Q. The nonstandard p r o r a t i o n u n i t you're 

p r o p o s i n g i s t r a c t B; 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 t h a t corresponds t o the one t h a t was 
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app roved by R-1066? 

A. Yes . 

Q. By R-5364, i s i t my u n d e r s t a n d i n g t h a t some 

of those p r o r a t i o n u n i t s were a l t e r e d ? 

A. Yes, they were. On the second page of 

E x h i b i t B r t r a c t s B, C, and D have been a l t e r e d , which 

were o r i g i n a l l y t r a c t s H and I on the 1066 o r d e r . 

Now, I could not come across any documentation t h a t 

a l t e r e d i t or r e j e c t e d i t ; however, t h e r e are w e l l s 

t h a t are under the 5364 p r o r a t i o n spacing o r d e r . 

Q. Thi s r e a l l y doesn't have an e f f e c t on your 

a p p l i c a t i o n at t h i s time? 

A. No, i t does n o t , other than we f e l t t h a t we 

should i n d i c a t e what i s e x i s t i n g out t h e r e on 

nonstandard p r o r a t i o n u n i t s . 

Q. Does Northwest P i p e l i n e a n t i c i p a t e coming 

i n and c r e a t i n g some a d d i t i o n a l F r u i t l a n d Coal 

p r o r a t i o n u n i t s ? 

A. I f t h i s w e l l proves t o be a good w e l l , yes, 

w e ' l l be i n t o apply f o r a d d i t i o n a l p r o r a t i o n u n i t s 

f o r the F r u i t l a n d Coal. 

Q. I t may be a f a c t o r l a t e r on then? 

A. I t could be a f a c t o r l a t e r on. 

Q. I see. Am I c o r r e c t i n u n d e r s t a n d i n g you 

have r e c e i v e d w aivers from a l l o f f s e t o p e r a t o r s ? 
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A. Yes, we have, and t h e y ' r e p a r t o f E x h i b i t 

E . 

Q. Am I a l s o c o r r e c t t h a t i n yo u r p r o p o s e d 

p r o r a t i o n u n i t , a Mesa Verde w e l l was n e v e r d r i l l e d ; 

i s t h a t c o r r e c t ? 

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

HEARING EXAMINER: T h a t ' s a l l t h e q u e s t i o n s 

I have o f t h i s w i t n e s s . He may be ex c u s e d . 

THE WITNESS: Thank y o u . 

MR. COOTER: Next c a l l J e f f Vaughn. 

JEFF VAUGHN, 

t h 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. COOTER: 

Q. Would you s t a t e y o u r name f o r t h e r e c o r d , 

p l e a s e , s i r . 

A. My name i s J e f f Vaughn. 

Q. By whom are you emp l o y e d , Mr. Vaughn? 

A. N o r t h w e s t P i p e l i n e . 

Q. I n what p o s i t i o n ? 

A. I'm a p r o d u c t i o n and d r i l l i n g e n g i n e e r i n 

F a r m i n g t o n , New M e x i c o . 

Q. I s t h i s t h e f i r s t t i m e t h a t you've 

t e s t i f i e d 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 i n t h e 
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State of New Mexico? 

A. Yes, s i r , i t i s . 

Q. Would you b r i e f l y r e l a t e your e d u c a t i o n and 

p r o f e s s i o n a l experience f o r Mr. Catanach. 

A. Yes, s i r . I graduated from the Colorado 

School of Mines w i t h a Bachelor of Science i n 

pet r o l e u m e n g i n e e r i n g i n 1982. I worked f o r 

Kerr-McGee and Northwest E x p l o r a t i o n w h i l e i n 

c o l l e g e . A f t e r g r a d u a t i o n , I worked f o r Northwest 

P i p e l i n e as a r e s e r v o i r engineer i n S a l t Lake C i t y f o r 

two y e a r s , and the l a s t f i v e years I've worked as a 

p r o d u c t i o n and d r i l l i n g engineer i n Farmington, New 

Mexico. 

I'm a R e g i s t e r e d P r o f e s s i o n a l Engineer i n 

the S t a t e of New Mexico, p r e s i d e n t of the Four Corners 

chapter of API, and membership chairman of the S o c i e t y 

of Petroleum Engineers. 

Q. For the r e c o r d , have you been present and 

heard the t e s t i m o n y of Mr. G i l l e n ? 

A. Yes, I have . 

Q. For your t e s t i m o n y here today, have you 

prepared c e r t a i n e x h i b i t s ? 

A. Yes, I have. 

Q. We d i r e c t your a t t e n t i o n t o what has been 

marked as E x h i b i t F i n the c o m p i l a t i o n . Would you 
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i d e n t i f y and e x p l a i n t h a t ? 

A. E x h i b i t F b a s i c a l l y shows the topography 

w i t h i n the proposed nonstandard p r o r a t i o n u n i t , the 

l o c a t i o n of the proposed w e l l . And the main purpose 

here i s t o show the r i v e r r u n n i n g t h r o u g h the 

p r o r a t i o n u n i t and t h a t the w e l l was staked i n the 

n o r t h e a s t corner of the p r o r a t i o n u n i t as suggested by 

Ernie Bush . 

Q. Turn next i f you would t o E x h i b i t G. 

A. E x h i b i t G shows the o f f s e t w e l l s . The s t a r 

i n s i d e the boundary of the proposed l o c a t i o n u n i t i s 

our proposed w e l l . To the nor t h w e s t i s the San Juan 

32-7, No. 79 Mesa Verde, which i s the c l o s e s t o f f s e t , 

and t o the southeast i s the 32-7 No. 6 F r u i t l a n d w e l l , 

which I w i l l c o n c e n t r a t e r e s e r v o i r e n g i n e e r i n g 

p o s i t i o n on those two w e l l s as r e l a t e d t o the proposed 

w e l l . 

There are other w e l l s shown on here which 

are F r u i t l a n d sand w e l l s which don't r e a l l y r e l a t e t o 

our proposed c o a l w e l l . 

There i s another w e l l , the 422 i n S e c t i o n 

20 i n the southwest q u a r t e r s e c t i o n r e c e n t l y completed 

by Blackwood N i c h o l s which was gauged at 2 t o 3 

m i l l i o n a day. 

Q. Are you ready t o go on t o E x h i b i t H? 
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A. Yes. 

Q. I d e n t i f y E x h i b i t H, pl e a s e . 

A. As I s t a t e d p r e v i o u s l y , our focus w i l l be 

on the two o f f s e t w e l l s . The w e l l which p r o v i d e s us 

the most i n s i g h t i n t o what type of w e l l w e ' l l have i n 

the proposed l o c a t i o n i s the San Juan 32-7 No. 6. 

What I have here i s a data sheet t h a t shows 

the h i s t o r y of the w e l l . T h i s w e l l has been 

documented by Brent Hale and Carolyn F i r t h . Brent 

Hale i s the manager of r e s e r v o i r e n g i n e e r i n g , 

Northwest P i p e l i n e . Documented i n the geology and 

coal bed resources of San Juan Bas i n , p u b l i s h e d by 

Rocky Mountain A s s o c i a t i o n of G e o l o g i s t s i n 1988, and 

what I've done i s recap some of the h i s t o r y here. 

I t ' s the o l d e s t , c o n t i n u o u s l y p r o d u c i n g 

c o a l w e l l i n New Mexico, t o my knowledge. I t i s 

completed open hole i n the c o a l s . There are some 

sands i n t h e r e as w e l l , but we b e l i e v e a l l i n d i c a t i o n s 

are i t ' s p r o d u c i n g m a i n l y from the c o a l s . 

I show a 10-day b u i l d u p of 1,540 pounds i n 

1953. A b u i l d u p conducted w i t h i n the l a s t two years 

shows the r e s e r v o i r p r e s s u r e i s s t i l l 1,500 pounds. 

I t ' s produced 1.4 Bcf t o da t e . I n 1988, the average 

p r o d u c t i o n was 140 Mcf per day. 

Our r e c o v e r a b l e reserves are e s t i m a t e d at 
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2.7 Bcf w i t h 1.3 re m a i n i n g . 

At the bottom I show the p e r c e n t of C02 and 

BTU data t o c o n f i r m c o a l methane p r o d u c t i o n . 

And t h a t ' s the summary of t h i s e x h i b i t . 

Q. Turn next t o E x h i b i t I , i f you would. 

A. E x h i b i t I i s an isopach map of c u r r e n t 

p r o d u c t i o n , c o a l gas p r o d u c t i o n , and the s t a r 

i n d i c a t e s the l o c a t i o n of the proposed w e l l . 

B a s i c a l l y what t h i s map i n d i c a t e s i s we can expect a 

r a t e of a p p r o x i m a t e l y 250 t o 350 a day from the 

proposed w e l l . 

Q. Go next t o E x h i b i t J. 

A. E x h i b i t J i s a s t r u c t u r a l contour map of 

the area around the San Juan 32-7 No. 6 w e l l . The 

32-7 No. 79 w e l l i s i n the upper l e f t - h a n d corner of 

the c r o s s - s e c t i o n , and, of course, our w e l l would be 

d i r e c t l y south of t h a t . 

T h i s b a s i c a l l y shows t h a t the 79 and the 6 

and our proposed w e l l are s t r u c t u r a l l y e q u i v a l e n t and 

r e f e r s t o the next e x h i b i t . 

Q. Turn t o t h a t e x h i b i t , i f you would, s i r . 

A. The next e x h i b i t i s a c r o s s - s e c t i o n showing 

the 79 and the 6. I n the black i s o u t l i n e d the c o a l 

s e c t i o n s . And as you can see from t h i s e x h i b i t , t he 

w e l l s are s t r u c t u r a l l y e q u i v a l e n t , and we see the 
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coals are somewhat continuous t h r o u g h t h e r e . We do 

see a l l the c o a l beds i n v a r i o u s t h i c k n e s s e s . 

The No. 6 w e l l i s not d r i l l e d i n t o t h e 

lower c o a l s . We a n t i c i p a t e e n c o u n t e r i n g t h e lower 

c o a l s i n our proposed w e l l . And t h i s a l l goes back t o 

showing t h a t the data from the No. 6 w e l l i s a good 

i n d i c a t i o n or should be a good i n d i c a t i o n of what we 

expect from our w e l l . 

Q. One f i n a l E x h i b i t , E x h i b i t L. Would you 

i d e n t i f y t h a t and e x p l a i n i t t o us? 

A. E x h i b i t L i s a blow-up of the a c t u a l l o g 

from the 79, which i s the Mesa Verde w e l l d i r e c t l y 

n o r t h of the proposed w e l l . And i n the margin t h e r e , 

i n the middle of the l o g , the c o a l zones, the net 

c o a l , which i s a c o n s e r v a t i v e e s t i m a t e of what w i l l 

a c t u a l l y be our p r o d u c i n g h o r i z o n s , are h i g h l i g h t e d . 

There's 25 f e e t of net coa l t h a t we expect t o 

encounter i n the proposed w e l l . 

Q. Mr. Vaughn, you've t e s t i f i e d about e x h i b i t s 

F t h r o u g h L. Were each of those e x h i b i t s prepared by 

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

A. Yes, they were. 

Q. Do those e x h i b i t s a c c u r a t e l y and c o r r e c t l y 

r e f l e c t the i n f o r m a t i o n which i s shown th e r e o n and 

about which you've t e s t i f i e d ? 
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A. Yes, they do. 

MR. COOTER: Mr. Catanach, we o f f e r 

e x h i b i t s F throu g h L at t h i s t i m e . 

HEARING EXAMINER: E x h i b i t s F thr o u g h L 

w i l l be a d m i t t e d as evidence. 

Q. (BY MR. COOTER) Mr. Vaughn, i n your 

o p i n i o n , would the g r a n t i n g of t h i s a p p l i c a t i o n by t h 

O i l C o n s e r v a t i o n D i v i s i o n a f f o r d Northwest P i p e l i n e 

the o p p o r t u n i t y t o produce i t s j u s t and e q u i t a b l e 

share of gas i n the B a s i n - F r u i t l a n d Coal Gas Pool? 

A. Yes, I b e l i e v e i t would. 

Q. Would i t a l s o p r e v e n t economic l o s s caused 

by the d r i l l i n g of unnecessary w e l l s ? 

A. Yes, I b e l i e v e i t would. 

Q. Would i t prevent p o s s i b l e other waste and 

p r o t e c t c o r r e l a t i v e r i g h t s as w e l l ? 

A. Yes. 

MR. COOTER: That concludes my d i r e c t 

e xamination of Mr. Vaughn. 

CROSS-EXAMINATION 

BY HEARING EXAMINER: 

Q. Mr. Vaughn, have you s a t i s f i e d y o u r s e l f 

t h a t the e n t i r e nonstandard p r o r a t i o n u n i t w i l l be 

p r o d u c t i v e i n the F r u i t l a n d c o a l ? 

A. Yes, I b e l i e v e i t w i l l . 
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Q. Do you b e l i e v e t h a t the proposed 201 w e l l 

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

A. Yes, I b e l i e v e i t w i l l . At t h i s time we do 

not know e x a c t l y the t o t a l acreage t h a t w i l l be 

dr a i n e d by the proposed w e l l , and t h a t ' s under study 

by the O i l Con s e r v a t i o n D i v i s i o n , whether i t be 160 

acres or 320 acres, but I b e l i e v e i t w i l l be the best 

l o c a t i o n at t h i s t i m e . 

HEARING EXAMINER: That's a l l t h e q u e s t i o n s 

I have. 

The w i t n e s s may be excused. 

MR. COOTER: Mr. Catanach, at t h i s time I 

would l i k e t o i n t r o d u c e Mr. George Broome w i t h T. H. 

McElvain O i l and Gas P r o p e r t i e s . We're not p r e s e n t i n g 

him as our w i t n e s s , but i n d i s c u s s i n g t h i s case w i t h 

us w h i l e we w a i t e d t h i s morning, i t was my 

un d e r s t a n d i n g t h a t Mr. Broome would l i k e t o make a 

statement t o you, s i r . 

HEARING EXAMINER: Yes, s i r . You may 

proceed, Mr. Broome. 

MR. BROOME: As Mr. G i l l e n s a i d , we 

proposed t h i s w e l l about a year ago, and we've been 

t r y i n g t o encourage Northwest t o d r i l l i t , and they 

had some problems w i t h t h e i r leases t h a t delayed them 

somewhat t h i s y e ar, but now t h e y ' r e i n a p o s i t i o n t o 
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where they can go ahead w i t h i t r and we are g i v i n g 

them a l l the encouragement and support we can because 

we have budgeted t h i s w e l l t o be d r i l l e d i n t h i s y e ar, 

and we would l i k e t o see i t d r i l l e d as soon as 

p o s s i b l e . 

HEARING EXAMINER: Okay. 

MR. COOTER: That concludes our case. 

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 9843 w i l l be taken under 

adv i sement . 

MR. COOTER: Thank you, s i r . 
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