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EXAMINER CATANACH: C a l l t h e h e a r i n g 

back t o o r d e r . At t h i s t i m e w e ' l l c a l l Case 

10496, A p p l i c a t i o n o f S o u t h l a n d R o y a l t y 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 , downhole 

c o m m i n g l i n g , and t o amend D i v i s i o n A d m i n i s t r a t i v e 

O rder No. NWU-80, San Juan County, New M e x i c o . 

Are t h e r e a p p e a r a n c e s i n t h i s case? 

MR. KELLAHIN: Mr. Exami n e r , Tom 

K e l l a h i n o f t h e Santa Fe law f i r m o f K e l l a h i n , 

K e l l a h i n & Aubrey, a p p e a r i n g on b e h a l f o f t h e 

a p p l i c a n t , and I have t h r e e w i t n e s s e s t o be 

sworn. 

EXAMINER CATANACH: Any o t h e r 

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

W i l l t h e t h r e e w i t n e s s e s , p l e a s e , s t a n d 

and be sworn i n . 

[The w i t n e s s e s were d u l y s w o r n . ] 

MR. KELLAHIN: Mr. Ex a m i n e r , h e r e ' s o ur 

package o f p r o p o s e d e x h i b i t s . The case number i s 

wrong, b u t i t i s t h e A z t e c 700 w e l l . 

MR. KELLAHIN: I w o u l d l i k e t o c a l l Mr. 

A l a n A l e x a n d e r . 

ALAN ALEXANDER 

H a v i n g been 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 : 

RODRIGUEZ-VESTAL REPORTING 
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EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Alexander, would you, p l e a s e , s t a t e 

your name and o c c u p a t i o n . 

A. My name i s Alan A l e x a n d e r . I'm 

employed as a s e n i o r s t a f f landman w i t h M e r i d i a n 

O i l Company i n Farmington, New Mexico. 

Q. Have you t e s t i f i e d i n t h a t c a p a c i t y 

b e f o r e the O i l C o n s e r v a t i o n D i v i s i o n on p r i o r 

o c c a s i o n s f o r your company? 

A. I have. 

Q. And pursuant to your employment as a 

landman, have you made a study of the l a n d i s s u e s 

i n v o l v e d i n t h i s p a r t i c u l a r a p p l i c a t i o n on the 

A z t e c 700 w e l l ? 

A. I have. 

MR. KELLAHIN: We tender Mr. Alexander 

as an e x p e r t landman. 

EXAMINER CATANACH: He i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) L e t me have you 

t u r n , Mr. Alexander, t u r n to the M e r i d i a n e x h i b i t 

book. Behind tab " E x h i b i t 1" i s the a p p l i c a t i o n , 

but l e t ' s t u r n to E x h i b i t 2. I ' d l i k e you to 

h e l p summarize f o r the Examiner the d i f f e r e n t 

RODRIGUEZ-VESTAL REPORTING 
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r e q u e s t s t h a t M e r i d i a n i s making on b e h a l f o f 

S o u t h l a n d R o y a l t y Company w i t h r e g a r d s t o what we 

c a l l t h e A z t e c 700 w e l l . 

So t h a t we d o n ' t c o n f u s e each o t h e r , 

l e t ' s s t a r t w i t h t h e F r u i t l a n d Coal s p a c i n g f o r 

t h e A z t e c 700 and l o o k a t t h e f i r s t d i s p l a y 

b e h i n d E x h i b i t No. 2. 

A. Yes. The f i r s t d i s p l a y b e h i n d E x h i b i t 

No. 2 i s t h e o f f s e t o p e r a t o r p l a t f o r t h e A z t e c 

No. 700 w e l l , w h i c h shows t h e s p a c i n g u n i t f o r 

t h e F r u i t l a n d Coal p o r t i o n o f t h e commingled and 

t h e o f f s e t o p e r a t o r s t h e r e f o r . 

Q. A c o a l w e l l a t t h i s p r o p o s e d l o c a t i o n 

i n t h e s o u t h h a l f o f S e c t i o n 14, w i l l t h a t be a t 

a s t a n d a r d o r a t an u n o r t h o d o x l o c a t i o n ? 

A. I t w i l l be u n o r t h o d o x . 

Q. Why i s i t u n o r t h o d o x ? 

A. I t i s t o o c l o s e t o t h e n o r t h e r n 

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

Q. And i t s h o u l d be a 7 9 0 - f o o t s e t b a c k and 

i t i s n o t ? 

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

Q. D i d M e r i d i a n a t t e m p t t o l o c a t e t h a t a t 

a s t a n d a r d c o a l - g a s l o c a t i o n ? 

A. Yes, we d i d . 

R O D R I G U E Z - V E S T A L R E P O R T I N G 
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Q. Were you s u c c e s s f u l ? 

A. No, we were not w i t h r e g a r d s to the 

p r e s e n t a p p l i c a t i o n . We d i d on a p r e v i o u s 

o c c a s i o n look at t h i s p r o j e c t s t r i c t l y from the 

F r u i t l a n d C oal Formation, and we had a l o c a t i o n 

o n l y f o r the F r u i t l a n d C oal t h a t would have been 

s t a n d a r d . 

Q. Why were you not a b l e to o b t a i n a 

s t a n d a r d l o c a t i o n ? 

A. Because we changed the scope of the 

p r o j e c t to i n c l u d e the commingled of the P i c t u r e d 

C l i f f s Formation to c a p t u r e those r e m a i n i n g 

r e s e r v e s . And t h a t n e c e s s i t a t e d a move to the 

n o r t h , up i n the n o r t h e a s t of the southwest 

q u a r t e r , i n order to get i n t o the P i c t u r e d C l i f f s 

f a i r w a y . 

Q. W i t h i n the — I'm s o r r y . I s t h i s 

f e d e r a l or s t a t e or fee a c r e a g e ? 

A. T h i s i s f e d e r a l a c r e a g e . 

Q. Were you a b l e to o b t a i n the Bureau of 

Land Management's a p p r o v a l f o r a s t a n d a r d 

c o a l - g a s l o c a t i o n i n the south h a l f of 14? 

A. No, we were not. 

Q. Have they approved, a t l e a s t 

p r e l i m i n a r i l y , the d r i l l i n g a t the unorthodox 

RODRIGUEZ-VESTAL REPORTING 
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l o c a t i o n ? 

A. Yes, t h e y have. 

Q. So p a r t o f t h e a p p l i c a t i o n i s t h e 

u n o r t h o d o x l o c a t i o n f o r t h e c o a l - g a s ; r i g h t ? 

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

Q. W e ' l l have a s o u t h h a l f d e d i c a t i o n ; 

p l u s you want t o commingle t h e F r u i t l a n d Coal 

w i t h t h e P i c t u r e d C l i f f s ? 

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

Q. And t h i s i s a new d r i l l ? 

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

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

f o l l o w i n g , s t i l l w i t h i n E x h i b i t No. 2, and have 

you i d e n t i f y f o r us t h e P i c t u r e d C l i f f s p r o p o s e d 

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

A. The e x h i b i t f o l l o w i n g t h e f i r s t e x h i b i t 

u n der E x h i b i t No. 2 i s a g a i n an o f f - s e t o p e r a t o r 

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

u n i t i n t h i s a r e a . I t ' s an h i s t o r i c a l s p a c i n g 

u n i t t h a t was e s t a b l i s h e d many y e a r s ago, 

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

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

q u a r t e r . 

Q. Where i s t h e e x i s t i n g w e l l t o w h i c h t h e 

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

RODRIGUEZ-VESTAL REPORTING 
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d e d i c a t e d ? 

A. That would be the Aztec No. 3 w e l l , and 

i t ' s l o c a t e d i n the southwest q u a r t e r of the 

northwest q u a r t e r . 

Q. As p a r t of t h i s a p p l i c a t i o n , do you 

seek then to r e p l a c e t h a t w e l l w i t h the A z t e c 700 

and m a i n t a i n and c o n t i n u e on then the e x i s t i n g 

n onstandard p r o r a t i o n u n i t i n the P i c t u r e d 

C l i f f s ? 

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

Q. W i l l t h i s l o c a t i o n be s t a n d a r d or 

unorthodox f o r P i c t u r e d C l i f f s p r o d u c t i o n ? 

A. I t w i l l a g a i n be unorthodox f o r 

P i c t u r e d C l i f f s p r o d u c t i o n because a g a i n i t i s 

too c l o s e to the l e a s e boundary l i n e . 

Q. You're s e e k i n g then to amend the 

a d m i n i s t r a t i v e order t h a t approved the PC 

nonstandard p r o r a t i o n u n i t to s u b s t i t u t e a new 

w e l l which w i l l be at an unorthodox l o c a t i o n ? 

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

Q. And then to d e d i c a t e t h a t w e l l i n t h a t 

p r o d u c t i o n w i t h the F r u i t l a n d C oal i n a 

commingled w e l l b o r e ? 

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

Q. L e t ' s t u r n to E x h i b i t 3 and look 

RODRIGUEZ-VESTAL REPORTING 
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s p a c i n g u n i t s w i t h i n S e c t i o n 14 have been 

developed. That d i s p l a y i s a l i t t l e 

c o m p l i c a t e d . I f y o u ' l l take a minute and h e l p us 

i d e n t i f y the c u r r e n t nonstandard p r o r a t i o n u n i t s 

t h a t now e x i s t w i t h i n t h a t s e c t i o n f o r the PC 

w e l i s . 

A. Yes. I f you w i l l f o c u s on S e c t i o n 14 

of 28 North, 11 West, you w i l l see the L-shaped 

t r a c t t h a t we j u s t d e s c r i b e d i n the o f f s e t 

o p e r a t o r p l a t being the west h a l f of the 

northwest q u a r t e r and the n o r t h h a l f of the 

southwest q u a r t e r . 

Y o u ' l l see an i d e n t i c a l L-shaped t r a c t 

t h a t c o v e r s a c r e a g e over i n the e a s t e r n h a l f of 

the u n i t . Y o u ' l l a l s o n o t i c e t h a t the south h a l f 

of the south h a l f i s d e d i c a t e d to the P i c t u r e d 

C l i f f s w e l l b eing the Az t e c No. 6 w e l l . And 

t h e r e ' s an 8 0 - a c r e , being the west h a l f of the 

n o r t h e a s t q u a r t e r t h a t i s d e d i c a t e d to the No. 5 

we 11 . 

And then i f you look, o f f s e t t i n g 

S e c t i o n 14 you w i l l see t h a t t h e r e a r e s e v e r a l 

o t h e r , i n many i n s t a n c e s , nonstandard p r o r a t i o n 

u n i t s t h a t have been h i s t o r i c a l l y d e d i c a t e d to 

RODRIGUEZ-VESTAL REPORTING 
/ R Cl R \ Q H f l - 1 7 7 0 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

1 3 

14 

1 5 

16 

17 

18 

19 

20 

21 

2 2 

23 

24 

25 

12 

the P i c t u r e d C l i f f s Formation i n t h i s a r e a . 

Q. When we a r e l o o k i n g a t the ownership of 

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

F r u i t l a n d C o a l , do we have common ownership i f we 

d e d i c a t e those two p r o d u c t i v e f o r m a t i o n s to t h i s 

w e l l ? 

A. Yes, we do. 

Q. The ownership i n the south h a l f of 14 

i s going to be the same as the ownership i n the 

proposed nonstandard p r o r a t i o n u n i t f o r the 

P i c t u r e d C l i f f s ? 

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

Q. The 80 - a c r e t r a c t , which i s the e a s t 

h a l f of what appears to be the northwest q u a r t e r , 

t h a t ' s a c r e a g e t h a t i s not y e t d e d i c a t e d to a 

P i c t u r e d C l i f f s w e l l ? 

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

Q. Do the owners i n t h a t a r e a c u r r e n t l y 

p a r t i c i p a t e i n any of the P i c t u r e d C l i f f s w e l l s 

i n the s e c t i o n ? 

A. Yes, they do. They p a r t i c i p a t e i n the 

No. 5 w e l l t h a t ' s l o c a t e d up i n the northwest 

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

Q. Okay. Who i s the o p e r a t o r of the 

80- a c r e t r a c t I ' v e j u s t d e s c r i b e d ? 

RODRIGUEZ-VESTAL REPORTING 
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A. Southland R o y a l t y Company I s the 

o p e r a t o r . 

Q . When you're t r y i n g to examine and 

l o c a t e from a lan d p e r s p e c t i v e the d r i l l i n g 

window, i f you w i l l , t h a t w i l l a l l o w you to d r i l l 

f o r P i c t u r e d C l i f f s and F r u i t l a n d and to have 

common ownership, w i l l t h a t e x i s t i n the 

n o r t h e a s t of the southwest where the w e l l i s to 

be l o c a t e d ? 

A. Yes. The d r i l l i n g window a c t u a l l y 

extends i n the n o r t h h a l f of the southwest 

q u a r t e r . When you take i n the combination of the 

needs f o r the F r u i t l a n d Coal and the P i c t u r e d 

C l i f f s Formation, t h a t i s the l i m i t a t i o n of your 

d r i l l i n g window. 

Q. From a lan d p e r s p e c t i v e then, we have 

an 8 0 - a c r e t r a c t t h a t would have common ownership 

f o r which the e n g i n e e r s and g e o l o g i s t s can 

determine the b e s t l o c a t i o n ? 

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

Q. When we go back to E x h i b i t No. 2 and . 

the two d i s p l a y s , have you s a t i s f i e d y o u r s e l f 

t h a t you have i d e n t i f i e d the a p p r o p r i a t e p a r t i e s 

to r e c e i v e n o t i c e of t h i s a p p l i c a t i o n ? 

A. Yes, s i r , we have. 

RODRIGUEZ-VESTAL REPORTING 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2 

13 

14 

1 5 

16 

1 7 

18 

19 

20 

2 1 

22 

23 

24 

25 

14 

Q. Has n o t i c e of t h i s a p p l i c a t i o n been 

p r o v i d e d to those people? 

A. I t has. 

Q. And have you r e c e i v e d to your knowledge 

any o b j e c t i o n from any of those p a r t i e s n o t i f i e d ? 

A. We have not r e c e i v e d any o b j e c t i o n per 

s e . We d i d have on the p a r t y t h a t y o u ' l l see on 

page 1 of the e x h i b i t f o r the o f f s e t o p e r a t o r f o r 

the F r u i t l a n d C o a l , t h e r e i s an e n t i t y which 

would c u r r e n t l y show as C h a p a r r a l O i l & Gas, I n c . 

I n our p r i o r a p p l i c a t i o n s we had m i s i d e n t i f i e d 

t h a t c o r p o r a t i o n as C h a p a r r a l R e s o u r c e s , which i s 

another c o r p o r a t i o n . 

And we have s i n c e o b t a i n e d a w a i v e r of 

our n o t i c e p e r i o d from C h a p a r r a l O i l & Gas, which 

you have, Mr. K e l l a h i n . 

Q. A l l r i g h t . That was ex e c u t e d by J e r r y 

Sandel on b e h a l f of h i s company? 

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

Q. Any ot h e r changes or c o r r e c t i o n s w i t h 

r e g a r d s to n o t i f i c a t i o n ? 

A. No, s i r , t h e r e a r e not. 

MR. KELLAHIN: That c o n c l u d e s my 

ex a m i n a t i o n of Mr. Al e x a n d e r . 

EXAMINATION 
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BY EXAMINER CATANACH: 

Q. Mr. Alexander, you s t a t e d t h a t you 

cou l d not d r i l l a s t a n d a r d c o a l - g a s w e l l 

l o c a t i o n ? 

A. Not w i t h the change of the scope of the 

p r o j e c t to c a p t u r e the re m a i n i n g P i c t u r e d C l i f f s 

r e s e r v e s i n the commingled. I f we were s i m p l y 

going to d r i l l a F r u i t l a n d Coal w e l l , we can 

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

Q. I thought you mentioned t h a t the BLM 

may not have even approved the s t a n d a r d c o a l - g a s 

wel1 l o c a t i o n . 

A. Not w i t h the c u r r e n t p r o j e c t w i t h i t 

being commingled i n a PC. 

Q. I s e e . 

MR. KELLAHIN: Mr. Examiner, t h e r e ' s a 

d i s p l a y , I t h i n k , t h a t w i l l h e l p answer t h a t 

q u e s t i o n . I f you would t u r n behind tab E x h i b i t 

5, t h e r e ' s a topo map. 

EXAMINER CATANACH: Uh-huh. 

MR. KELLAHIN: And t h e r e ' s the t r i a n g l e 

t h a t shows the c u r r e n t unorthodox l o c a t i o n ? 

THE WITNESS: T h a t ' s c o r r e c t . 

MR. KELLAHIN: Did the BLM r e q u i r e you 

to move to t h a t c u r r e n t l o c a t i o n f o r t h i s 
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p a r t i c u l a r w e l l ? 

THE WITNESS: Yes, s i r , they d i d . 

Mr. Examiner, i f you w i l l look j u s t 

s outh of t h a t t r i a n g l e , you w i l l see a r i d g e t h a t 

runs on the t o p o g r a p h i c map. We attempted to 

l o c a t e the w e l l on top of t h a t r i d g e , which would 

have been a s t a n d a r d l o c a t i o n f o r both s t a t e d 

p u rposes. And f o r endangered s p e c i e s r e a s o n s we 

were not a l l o w e d to l o c a t e the w e l l on top of 

t h a t r i d g e . And we had to move i t down o f f t h a t 

r i d g e i n t o a wash, and t h a t ' s why the w e l l i s 

c u r r e n t l y l o c a t e d where i t i s today. 

Q. (BY EXAMINER CATANACH) Okay. I f you 

c o u l d have, you would have d r i l l e d a s t a n d a r d 

l o c a t i o n f o r both f o r m a t i o n s ? 

A. Yes, s i r . 

Q. But the topography d i d n ' t a l l o w you to 

do t h a t ? 

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

Q. Okay. So t h a t ' s the main c o n s i d e r a t i o n 

i n the unorthodox l o c a t i o n ? 

A. Yes, s i r . 

MR. STOVALL: When you go over to the 

west of t h a t r i d g e , what i s t h a t l i k e ? Do you 

see where I'm t a l k i n g about where your l i n e s get 
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f u r t h e r a p a r t a g a i n ? I t l o o k s l i k e i t ' s 

f l a t t e r . 

THE WITNESS: I t i s f l a t t e r over i n 

t h a t a r e a . However, we're a g a i n moving away from 

the P i c t u r e d C l i f f s f a i r w a y when we move to the 

west. And i t would s e v e r e l y l i m i t the p r o j e c t 

and i t s a b i l i t y to c a p t u r e any r e m a i n i n g P i c t u r e d 

C l i f f s r e s e r v e s i n t h i s a r e a . 

Q. (BY EXAMINER CATANACH) So geology does 

have a p a r t i n t h i s , or i t ' s not s i m p l y 

topography, t h e r e ' s some r e s e r v o i r 

c o n s i d e r a t i o n s ? 

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

Q. What's the c u r r e n t s t a t u s of the Aztec 

No. 3, Mr. A l e x a n d e r ? 

A. I b e l i e v e t h a t i t ' s c u r r e n t l y s h u t - i n 

and h a s n ' t produced f o r some time p e r i o d . 

Q. Do you know what Southland p l a n s to do 

w i t h the w e l l ? 

A. Yes, s i r . We p l a n on p l u g g i n g and 

abandoning t h a t w e l l . 

Q. That nonstandard PC u n i t was 

e s t a b l i s h e d back i n 1955? 

A. I don't r e c a l l the date r i g h t o f f the 

top of my head. 
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Q. Was t h a t approved by NWU-80? 

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

Q. Okay. Mr. Alexander, who owns the e a s t 

h a l f of the northwest q u a r t e r ? 

A. The e a s t h a l f of the northwest q u a r t e r 

i s -- the working i n t e r e s t i s owned by Southland 

R o y a l t y Company, and i t i s a f e d e r a l l e a s e h o l d . 

Q. Does Sou t h l a n d have any p l a n s to 

develop t h a t a c r e a g e ? 

A. That depends upon the c u r r e n t p r o j e c t , 

Mr. Examiner. 

Q. The i n t e r e s t ownership i n the v a r i o u s 

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

A, I t i s common between the P i c t u r e d 

C l i f f s and the F r u i t l a n d Coal Formation s p a c i n g 

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

your q u e s t i o n c o r r e c t l y . 

Q. So those i n t e r e s t owners have the same 

per c e n t a g e i n p r o d u c t i o n ? 

A. Yes, s i r , they do. 

Q. Okay. Who a r e those i n t e r e s t owners, 

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

A. W e l l , both of those a r e f e d e r a l 

l e a s e s . The working i n t e r e s t i s owned by 

Southland R o y a l t y Company, and t h e r e ' s a h a l f 
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p e r c e n t o v e r r i d e owned by an i n d i v i d u a l . 

Q. On b o t h o f t h e p r o r a t i o n u n i t s ? 

A. Yes, s i r . I t ' s a common l e a s e . I t ' s 

t h e same l e a s e . 

EXAMINER CATANACH: I see. T h a t ' s a l l 

I have o f t h e w i t n e s s . 

Bob? 

MR. STOVALL: No. 

EXAMINER CATANACH: You had y o u r 

chance. 

MR. STOVALL: I ' l l g e t a n o t h e r s h o t a t 

Mr. A l e x a n d e r b e f o r e t h e day i s o v e r . 

SCOTT DAVES 

H a v i n g been 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. Would y o u , p l e a s e , s t a t e y o u r name and 

o c c u p a t i o n ? 

A. My name i s S c o t t Daves. I'm c u r r e n t l y 

a r e s e r v o i r e n g i n e e r w i t h M e r i d i a n O i l . I ' v e 

been w i t h M e r i d i a n s i n c e 1987. B e f o r e t h a t I 

g r a d u a t e d f r o m C o l o r a d o S c h o o l o f Mines. 

MR. KELLAHIN: Mr. Daves s p e l l s h i s 

l a s t name D-a-v-e-s. 
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THE WITNESS: R i g h t . 

Q. (BY MR. KELLAHIN) Have you on p r i o r 

o c c a s i o n s t e s t i f i e d b e f o r e t h e D i v i s i o n ? 

A. No, s i r . T h i s i s my f i r s t t i m e . 

Q. Summarize a g a i n y o u r e d u c a t i o n a l 

b a c k g r o u n d . 

A. I have a de g r e e i n p e t r o l e u m 

e n g i n e e r i n g f r o m C o l o r a d o S c h o o l o f Mi n e s , and 

I ' v e s i n c e g r a d u a t e d and worked f o r M e r i d i a n O i l 

as e i t h e r a d r i l l i n g e n g i n e e r o r a r e s e r v o i r 

e n g i n e e r . 

Q. Have you been p a r t o f t h e t e c h n i c a l 

team t h a t has wo r k e d on t h e v a r i o u s a s p e c t s f o r 

t h e A z t e c 700? 

A. Yes, s i r , s i n c e t h e b e g i n n i n g o f i t . 

Q. T e l l us g e n e r a l l y t h e a r e a s o f y o u r 

r e s p o n s i b i l i t y . 

A. As a r e s e r v o i r e n g i n e e r , one o f my 

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

b l o c k s o f F r u i t l a n d Coal o r t h e v a r i o u s d i f f e r e n t 

f o r m a t i o n s t h a t we have. 

Q. I n a d d i t i o n have you d e v e l o p e d and have 

a r e c o m m e n d a t i o n f o r t h e Examiner on an 

a l l o c a t i o n o f p r o d u c t i o n between t h e F r u i t l a n d 

C o al and t h e P i c t u r e d C l i f f s ? 

RODRIGUEZ-VESTAL REPORTING 
f f i n . i i l Q R f i - 1 7 7 9 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

1 5 

16 

1 7 

18 

19 

20 

2 1 

22 

23 

24 

25 

21 

A. Yes, s i r , I do. 

MR. KELLAHIN: We t e n d e r Mr. Daves as 

an e x p e r t r e s e r v o i r e n g i n e e r . 

EXAMINER CATANACH: He i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) L e t ' s d e a l w i t h t h e 

a l l o c a t i o n i s s u e f i r s t , i f you d o n ' t mind. 

A. Sure. 

Q. L e t ' s t u r n t o E x h i b i t 6. I n 

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

a l l o c a t i o n f o r m u l a , d i d you u t i l i z e any o t h e r 

w e l l s t h a t y o u r company o p e r a t e s t h a t have a 

s i m i l a r i s s u e i n t e r m s o f P i c t u r e d 

C 1 i f f s - F r u i t l a n d Coal a l l o c a t i o n i n a downhole 

commingled w e l l ? 

A. Yes, I d i d . The w e l l we used 

p r i n c i p a l l y f o r t h i s was t h e Gordon 5, w h i c h i s a 

downhole commingled r e c o m p l e t i o n . 

Q. R e f r e s h t h e E x a m i n e r ' s memory a b o u t t h e 

g e n e r a l mechanics o f how t h a t a l l o c a t i o n f o r m u l a 

i s u t i l i z e d f o r t h e No. 5, t h e Gordon 5. 

A. B a s i c a l l y , i f I'm n o t m i s t a k e n , t h e 

f o r m u l a sums t h e t o t a l p r o d u c t i o n between t h e two 

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

t h e F r u i t l a n d Coal gas due t o one o f t h e two 
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r e s e r v o i r p e r f o r m a n c e s . And i n t h i s case i t i s 

t h e P i c t u r e d C l i f f s because you do have a s t r o n g 

h i s t o r i c a l p e r f o r m a n c e t h a t you can base y o u r 

P i c t u r e d C l i f f s ' f o r e c a s t on. 

Q. W i t h t h a t b a c k g r o u n d and i n f o r m a t i o n , 

what d i d you u l t i m a t e l y d e c i d e t o recommend f o r 

an a l l o c a t i o n f o r m u l a f o r t h e A z t e c 700? 

A. A method s i m i l a r -- b a s i c a l l y e x a c t t o 

t h a t where we based t h e p r o d u c t i o n f o r t h e 

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

t h e g e n e r a l a r e a . We c o u l d n o t do t h a t on t h e 

s p e c i f i c w e l l because i t h a s n ' t been d r i l l e d y e t , 

b u t you can l o o k a t t h e o f f s e t p e r f o r m a n c e and 

a n a l o g i z e t o come up w i t h a model t h a t you c o u l d 

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

Q. Take us t h r o u g h y o u r f o r m u l a . 

A. Okay. The way t h e f o r m u l a i s s t a t e d 

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

i s e q u a l t o F r u i t l a n d Coal p r o d u c t i o n p l u s 

P i c t u r e d C l i f f s ' p r o d u c t i o n . And t h e n b a s i c a l l y 

I r e a r r a n g e d t h e e q u a t i o n t o s o l v e f o r F r u i t l a n d 

C o al p r o d u c t i o n , w h i c h w o u l d be e q u a l t o t h e 

t o t a l p r o d u c t i o n , minus t h e P i c t u r e d C l i f f s ' 

p r o d u c t i o n . 

And t h e n h e r e t h e r e a l t r i c k you w i l l 
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know what y o u r t o t a l p r o d u c t i o n i s f r o m y o u r 

s a l e s , b u t t h e P i c t u r e d C l i f f s ' p r o d u c t i o n i s 

based o f f o f f i e l d a n a l o g y . And what I b a s i c a l l y 

came up w i t h h e r e i s an e x p o n e n t i a l d e c l i n e 

s i m i l a r t o what was i n t h e Gordon 5, b u t i t ' s 

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

o f t h e s u b j e c t w e l l . 

Q. Are you s a t i s f i e d t h a t t h a t w i l l g i v e 

you a r e l i a b l e means by w h i c h t o d e t e r m i n e t h e 

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

A. Yes, I'm f a i r l y c o n f i d e n t i n t h a t . 

Q. Then what do you do? 

A. What you w o u l d do a t t h a t p o i n t i s t h e 

p r o d u c t i o n f o r t h e P i c t u r e d C l i f f s w o u l d be based 

on t h i s e x p o n e n t i a l d e c l i n e , w h i c h i s 

h i s t o r i c a l . And f r o m t h a t you w o u l d s u b t r a c t i t 

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

F r u i t l a n d Coal p r o d u c t i o n . 

Q. When we t u r n t o E x h i b i t 7, what does 

t h a t t e l l us? 

A. What t h a t i s i s t h e d e t e r m i n a t i o n o f 

t h e i n i t i a l r a t i o w i t h w h i c h you w i l l a p p l y t h e 

e x p o n e n t i a l f o r m u l a . And what i t b a s i c a l l y 

s t a t e s i s t h e P i c t u r e d C l i f f s ' p o r t i o n , t h e 

i n i t i a l P i c t u r e d C l i f f s ' p r o d u c t i o n w i l l be t h e 
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r a t i o o f t h e t o t a l p r o d u c t i o n -- o r t h e P i c t u r e d 

C l i f f s ' p r o d u c t i o n d i v i d e d by t h e t o t a l 

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

f o r m a t i o n . I can w a l k you t h r o u g h t h a t i f you 

need . 

Q. I t ' s n o t n e c e s s a r y . I s t h a t y o u r 

r e c o m m e n d a t i o n t o t h e Examiner f o r an a l l o c a t i o n 

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

two f i e l d s ? 

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

Q. L e t me a d d r e s s w i t h you t h e o b j e c t i v e s 

t h a t M e r i d i a n and S o u t h l a n d a r e a t t e m p t i n g t o 

a c c o m p l i s h w i t h t h i s w e l l b o r e . What i s t h e 

r e a s o n y o u ' r e p r o p o s i n g a commingled P i c t u r e d 

C l i f f s and F r u i t l a n d w e l l i n t h i s p a r t i c u l a r 

a r e a ? 

A. P r i m a r i l y t h e F r u i t l a n d C o a l i t s e l f 

w o u l d be, f r o m a d r i l l s t a n d p o i n t , m a r g i n a l l y 

economic. I t w o u l d be s o m e t h i n g t h a t you c o u l d 

go o u t and do, b u t i t w o u l d n ' t be a g r e a t 

p r o j e c t . I t w o u l d j u s t be a m a r g i n a l p r o j e c t . 

However, t h e r e a r e P i c t u r e d C l i f f s ' 

r e s e r v e s we've i d e n t i f i e d i n t h e s u b j e c t d r i l l 

b l o c k t h a t a r e s t i l l t h e r e . However, t h e 

w e l l b o r e t h a t ' s t h e r e c a n n o t p r o d u c e them. 
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M e c h a n i c a l l y i t has f a i l e d . 

So t h e r e f o r e we saw an o p p o r t u n i t y to 

change the scope of t h i s from a b a s i c F r u i t l a n d 

Coal w e l l to a commingled and then produce what 

re m a i n i n g P i c t u r e d C l i f f s ' r e s e r v e s a r e t h e r e and 

a l s o the F r u i t l a n d Coal r e s e r v e s . 

Q. Have you been a b l e to conclude t h a t the 

a p p r o v a l of the downhole commingling of t h e s e two 

f o r m a t i o n s at t h i s l o c a t i o n w i l l p r e v e n t waste? 

A. Yes, a b s o l u t e l y . The r e s e r v e s t h a t 

were a s s o c i a t e d w i t h the A z t e c 3 a r e now no 

longer p r o d u c i b l e . 

Q. Can i t be done i n a way t h a t p r o t e c t s 

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

A. Yes, s i r . 

Q. Give me some of the economics. What 

does a s t r a i g h t - u p v e r t i c a l w e l l f o r the 

F r u i t l a n d Coal c o s t ? 

A. Approximately $240,000. D r i l l e d , 

completed, and w i t h f a c i l i t i e s . 

Q. For F r u i t l a n d C o a l ? 

A. R i g h t . 

Q. What about the PC, s t r a i g h t - u p v e r t i c a l 

by i t s e l f ? 

A. Approximately $200,000. 
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Q. What do you save, i f a n y t h i n g , i f you 

t r y t o d r i l l t h e s e as a d u a l c o m p l e t i o n ? 

A. As a d u a l c o m p l e t i o n you w o u l d be 

r e q u i r e d t o have two s t r i n g s o f t u b i n g , a l a r g e r 

c a s i n g s i z e , d u a l f a c i l i t i e s on t h e s u r f a c e . 

T h e r e f o r e , y o u ' r e a l m o s t g o i n g back w i t h t h e 

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

c o m p l e t i o n because you w o u l d end up w i t h -- t h e 

p r i m a r y c o s t s w o u l d be t h e f a c i l i t i e s and t h e 

t u b u l a r s . 

Q. What do you a c h i e v e i n an economic 

s a v i n g s i f you have a p p r o v a l f o r downhole 

c o m m i n g l i n g ? 

A. You w o u l d b a s i c a l l y save a p p r o x i m a t e l y 

$170,000 o v e r c o m p l e t i n g b o t h w e l l s s e p a r a t e l y . 

Q. And t h a t ' s s i m p l y l o o k i n g a t t h e c o s t s 

o f t h e w e l l s i n v o l v e d ? 

A. R i g h t . R i g h t . 

Q. W i l l t h e r e m a i n i n g p r o d u c i b l e r e s e r v e s 

i n t h e P i c t u r e d C l i f f s j u s t i f y a s t a n d - a l o n e w e l l 

f o r t h a t f o r m a t i o n ? 

A. No, s i r . 

Q. The o n l y way you can c a p t u r e t h o s e 

r e m a i n i n g r e s e r v e s i s t o do i t t h e way you've 

p r o p o s e d ? 
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A. R i g h t . 

Q. Are you f a m i l i a r w i t h t h e D i v i s i o n R u l e 

303 and t h e c o m m i n g l i n g p r o c e d u r e s t h e y s e t 

f o r t h ? 

A. Yes, s i r . 

Q. When you l o o k a t t h o s e i t e m s , have you 

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

cause t o you c o n c l u d e t h a t you c a n n o t s a f e l y 

commingle p r o d u c t i o n f r o m t h e s e two p o o l s ? 

A. No, s i r , I h a v e n ' t . 

Q. F l u i d s a r e c o m p a t i b l e ? 

A. Yes, s i r . 

Q. Do e i t h e r o f t h e s e f o r m a t i o n s p r o d u c e 

w a t e r t h a t g i v e you a p r o b l e m ? 

A. No, s i r . 

Q. The c o a l i s a d r y c o a l h e r e ? 

A. R i g h t . T h i s w hole a r e a i s a d r y c o a l . 

Q. What a b o u t any p r e s s u r e d i f f e r e n t i a l s ? 

What do you f i n d on p r e s s u r e ? 

A. The p r e s s u r e s a r e w i t h i n 5 p e r c e n t o f 

one a n o t h e r i n g e n e r a l w i t h i n t h e e n t i r e a r e a . 

Q. No p r o b l e m w i t h downhole c o m m i n g l i n g 

t h a t you can f i n d ? 

A. No, s i r . 

Q. I s t h e r e a d i s p l a y t h a t you can use i n 
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h e r e f o r r e f e r e n c e t o show us f r o m an e n g i n e e r i n g 

a s p e c t how we end up i n t h i s p a r t i c u l a r l o c a t i o n , 

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

has imposed upon him i n f i n d i n g a d r i l l b l o c k , i f 

you w i l l , t h a t has common o w n e r s h i p ? And he's 

shown you t h e n o r t h h a l f o f t h e s o u t h w e s t 

q u a r t e r ; r i g h t ? 

A. R i g h t . 

Q. As an e n g i n e e r when y o u ' r e t r y i n g t o 

p i c k t h e b e s t p o s s i b l e l o c a t i o n w i t h i n t h a t 

8 0 - a c r e t r a c t , how d i d you come t o f i n d t h 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 f o r t h e A z t e c 700? 

A. There were two c o n s i d e r a t i o n s t h a t we 

were l o o k i n g a t . The f i r s t one was we wanted t o 

move away f r o m t h e o l d w e l l b o r e , t h e A z t e c 3, and 

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

e n s u r e t h a t we d i d have economic r e s e r v e s . And 

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

what we f e l t w o u l d be economic r e s e r v e s f o r a 

commingled. 

Q. Mr. C a t a n a c h asked Mr. A l e x a n d e r a b o u t 

M e r i d i a n o r S o u t h l a n d ' s p l a n s on t h e open 8 0 - a c r e 

t r a c t . T e l l us what you u n d e r s t a n d t h o s e p l a n s 

t o be . 

A. S h o u l d t h i s w e l l be a s u c c e s s , t h e 
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o b v i o u s c h o i c e , i f i t was a s u c c e s s f u l 

c o m m i n g l e d , w o u l d be t o move up i n t o t h a t 

u n d r i l l e d 8 0 - a c r e d r i l l b l o c k and p u r s u e a w e l l 

s i m i l a r t o t h i s one. 

Q. I s t h e r e any a d v a n t a g e t h a t you see t o 

t h o s e owners w i t h i n t h a t u n d r i l l e d t r a c t t o have 

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

A. A b s o l u t e l y . T h a t p r o v e s up t h e i r 

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

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. Daves. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Daves, you s t a t e d t h a t i t was t o 

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

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

A. Yes, s i r . 

Q. Have you c a l c u l a t e d t h e r e m a i n i n g PC 

r e s e r v e s ? 

A. For t h e a s s o c i a t e d d r i l l b l o c k , 

a p p r o x i m a t e l y 200 m i l l i o n c u b i c f e e t . 

Q. I s t h a t r e c o v e r a b l e ? 

A. Yes, s i r . 

Q. How much r e s e r v e s w o u l d you need f o r a 

s t a n d - a l o n e PC w e l l t o j u s t i f y t h e — 
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A. I t w o u l d be s i m i l a r t o a F r u i t l a n d Coal 

w e l l , b e i n g t h e d e p t h s a r e t h e same and t h e 

c o m p l e t i o n t e c h n i q u e s a r e t h e same. 

A p p r o x i m a t e l y 1.2 t o 1.5 B c f . 

Q. I n y o u r a l l o c a t i o n f o r m u l a , you s a i d 

you u t i l i z e d o f f s e t PC p r o d u c t i o n . Are t h o s e a l l 

i n t h e same P i c t u r e d C l i f f s ' p o o l ? 

A. Yes, s i r . T h e y ' r e t h e d i r e c t o f f s e t s . 

Q. Okay. And were t h e i n d i v i d u a l w e l l s 

t h a t you a n a l y z e d , were t h e y p r e t t y c l o s e t o what 

you came o u t w i t h f o r an a v e r a g e ? 

A. Yes. 

Q. I assume you a v e r a g e d them? 

A. Yes, s i r . 

Q. They were a l l w i t h i n --

A. -- a r e a s o n a b l e r a n g e . 

Q. Okay. Mr. Daves, do you know what t y p e 

o f c o m p l e t i o n i s u t i l i z e d f o r c o a l w e l l s ? 

A. I n t h i s a r e a t h e t y p i c a l c o m p l e t i o n 

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

sand . 

Q. Now, t h e PC i s r i g h t above t h e c o a l ; i s 

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

A. R i g h t below. 

Q. Below, I'm s o r r y . Has S o u t h l a n d o r 

RODRIGUEZ-VESTAL 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 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

31 

M e r i d i a n e v e r had any p r o b l e m w i t h f r a c t u r i n g t h e 

c o a l i n t o t h e PC? 

A. Not t o my k n o w l e d g e . I h a v e n ' t r e a l l y 

s t u d i e d t h a t a s p e c t o f i t . 

EXAMINER CATANACH: T h a t ' s a l l I have. 

MR. KELLAHIN: I ' d l i k e t o c a l l Kaye 

S t e w a r t - H i c k s . She's a g e o l o g i s t w i t h M e r i d i a n . 

KAYE STEWART-HICKS 

H a v i n g been d u l y sworn upon h e r 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. Would y o u , p l e a s e , s t a t e y o u r name and 

o c c u p a t i o n ? 

A. My name i s Kaye S t e w a r t - H i c k s . I'm a 

g e o l o g i s t w i t h M e r i d i a n O i l . 

Q. On p r i o r o c c a s i o n s have you t e s t i f i e d 

b e f o r e t h e D i v i s i o n ? 

A. Not t h i s D i v i s i o n , b u t up i n Montana I 

t e s t i f i e d b e f o r e t h e Montana S t a t e Commission. 

Q. Would you summarize f o r t h e Examiner 

y o u r e d u c a t i o n ? 

A. I g r a d u a t e d f r o m Montana S t a t e i n 

1978. I n 1979 I went t o work f o r B u r l i n g t o n 

N o r t h e r n , w h i c h has s u b s e q u e n t l y become M e r i d i a n 
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O i l . I ' v e worked f o r them s i n c e 1979. 

Q. As p a r t o f y o u r d u t i e s , have you made a 

s t u d y o f t h e g e o l o g y i n v o l v e d f o r t h e A z t e c 700? 

A. Yes, I have. 

MR. KELLAHIN: We t e n d e r Ms. 

S t e w a r t - H i c k s as an e x p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER CATANACH: Ms. H i c k s i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) L e t me d i r e c t y o u r 

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

t h e e x h i b i t t a b No. 4. Does t h i s r e p r e s e n t y o u r 

work? 

A. Yes, i t does. 

Q. I n a d d i t i o n a t t h e t a i l end o f t h e 

e x h i b i t book, t h e r e ' s a c r o s s - s e c t i o n , i s t h e r e 

n o t ? 

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

Q. L e t ' s go w i t h t h e s t r u c t u r e map f i r s t . 

Would you i d e n t i f y t h a t ? 

A. T h i s i s a s t r u c t u r e map w i t h t h e datum 

on t h e base o f t h e F r u i t l a n d C o a l . The c o n t o u r 

i n t e r v a l i s 20 f e e t . On t h e map you can see t h e 

A z t e c 700 i n t h e s o u t h w e s t q u a r t e r o f S e c t i o n 

14. You can see t h a t i t s t r i k e s n o r t h w e s t t o 

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

RODRIGUEZ-VESTAL REPORTING 
f 505 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

16 

17 

1 8 

19 

20 

21 

2 2 

23 

24 

25 

33 

a p p r o x i m a t e l y 50 f e e t p e r m i l e . So i t ' s r e a l l y 

p r e t t y f l a t . 

Q. Have you examined any o t h e r o f t h e 

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

Coal? 

A. Yes, I have. 

Q. What d i d you do? 

A. That b r i n g s you t o t h e second page 

b e h i n d E x h i b i t No. 4 where you see a n e t c l e a n 

c o a l i s o p a c h . That n e t c l e a n c o a l i s o p a c h 

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

F r u i t l a n d F o r m a t i o n . A g a i n you can see t h e A z t e c 

700 i d e n t i f i e d i n t h e s o u t h w e s t q u a r t e r o f 

Sect i o n 14. 

Q. W i t h t h e s o u t h h a l f o f 14 b e i n g 

u t i l i z e d as t h e c o a l s p a c i n g u n i t and f o r a 

s t a n d a r d w e l l , you need t o be l o c a t e d i n t h e 

s o u t h w e s t q u a r t e r ? 

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

Q. And y o u r s e t b a c k s w o u l d be 790 t h e n --

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

Q. — a r o u n d t h e o u t e r b o u n d a r y o f 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 . 

Q. W i t h i n t h a t d r i l l i n g window do you see 
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any g e o l o g i c i n f o r m a t i o n t h a t w o u l d cause you t o 

b e l i e v e t h a t one l o c a t i o n was b e t t e r t h a n 

a n o t h e r ? 

A. No, I do n o t . I t a l l l o o k s l i k e i t 

s h o u l d be s i m i l a r t h i c k n e s s . 

Q. L e t ' s t u r n now t o t h e PC and have you 

d e s c r i b e f o r us what t h a t shows y o u . 

A. T h i s t h i r d map i s a P i c t u r e d C l i f f s n e t 

pay i s o p a c h . Net pay was d e f i n e d as r e s i s t i v i t y 

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

g r e a t e r t h a n 6 p e r c e n t . C o n t o u r i n t e r v a l on t h i s 

map i s 10 f o o t , and i t ' s been c o l o r e d f o r ease 

w i t h t h e t h i c k e r pay, n e t pay o f g r e a t e r t h a n 60 

f e e t c o l o r e d y e l l o w ; n e t pay 40 t o 60, k i n d o f an 

och e r c o l o r ; and n e t pay g r e a t e r t h a n 20 t o 40 i s 

o r a n g e . 

And on t h a t map you can see t h a t t h e 

n e t pay f a i r w a y t h a t we've t a l k e d a b o u t b r i e f l y 

i s t r e n d i n g i n a n o r t h w e s t - s o u t h e a s t t r e n d w i t h 

t h e t h i c k e r n e t pay t o t h e n o r t h e a s t . 

Q. Do you use n e t pay i s o p a c h s i n P i c t u r e d 

C l i f f s t o h e l p you p i c k t h e b e s t p o s s i b l e 

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

A. Yes, we do. 

Q. I s t h e r e a d i r e c t c o r r e l a t i o n between 
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pay t h i c k n e s s i n t h e P i c t u r e d C l i f f s and t h e 

p r o d u c t i v i t y o f t h o s e w e l l s ? 

A. Yes. W i t h t h i c k e r pay you g e t more 

r e s e r v e s . 

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 . 

You've p r e p a r e d a s t r a t i g r a p h i c c r o s s - s e c t i o n ? 

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

Q. What does t h i s t e l l you w i t h r e g a r d s t o 

t h e s p e c i f i c A z t e c 700 p r o p o s a l ? 

A. Okay. T h i s c r o s s - s e c t i o n was hung on 

t h e base o f t h e c o a l , w h i c h i s a l a t e r a l l y 

c o n t i n u o u s marker bed i n t h i s a r e a . I f you l o o k 

a t t h e F r u i t l a n d C o a l , F r u i t l a n d C o a l s a r e 

c o l o r e d g r e e n . You can see t h a t t h e b a s a l c o a l 

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

seams. And g e n e r a l l y you can see t h a t t h e 

t h i c k n e s s between t h e two w e l l s on e i t h e r s i d e o f 

t h e A z t e c 700 a r e f a i r l y c l o s e . 

I f you l o o k a t t h e P i c t u r e d C l i f f s 

F o r m a t i o n , w h i c h i s c o l o r e d y e l l o w , you can see 

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

you have a t h i n P i c t u r e d C l i f f s n e t pay. As 

y o u ' r e g o i n g t o n o r t h e a s t , i t g e t s t h i c k e r . 

Between t h e two w e l l s , t h e A z t e c 7-E 

and t h e A z t e c No. 8-E, w h i c h i s where we're 
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t r y i n g t o d r i l l t h e 700, you can see t h a t we're 

s e e i n g a change i n t h e t h i c k n e s s . We hope t o 

c a p i t a l i z e on t h e i n c r e a s i n g t h i c k n e s s a t t h e 

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

Q. Does t h e p r o p o s e d l o c a t i o n r e p r e s e n t t o 

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

t o t e s t f o r b o t h t h e P i c t u r e d C l i f f s and t h e 

F r u i t l a n d Coal? 

A. Yes, i t does. 

Q. And t h e b a s i c r e a s o n f o r t h a t i s 

p r o x i m i t y t o t h e t h i c k n e s s o f t h e P i c t u r e d C l i f f s 

pay? 

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

Q. And as you move back t o t h e s o u t h and 

w e s t , you move away f o r m t h e t h i c k e r pay s e c t i o n ? 

A. T h a t ' s c o r r e c 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 Ms. S t e w a r t - H i c k s . At t h i s p o i n t , 

Mr. E x a m i n e r , we t e n d e r M e r i d i a n ' s E x h i b i t s 1, 

No. 8 w o u l d be t h e C e r t i f i c a t e o f M a i l i n g , and I 

b e l i e v e t h a t w o u l d i n c l u d e a l l t h e e x h i b i t s , so 

i t ' s 1 t h r o u g h 8, Mr. Examiner. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 

8 w i l l be a d m i t t e d as e v i d e n c e . I have no 

q u e s t i o n s . 
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MR. KELLAHIN: Mr. Examiner, I have 

m i s p l a c e d Mr. S a n d e l ' s w a i v e r on b e h a l f o f 

C h a p a r r a l . I f I may s u b m i t t h a t t o you a f t e r t h e 

h e a r i n g , I w o u l d a p p r e c i a t e t h e o p p o r t u n i t y t o do 

so . 

EXAMINER CATANACH: You may do so. 

MR. STOVALL: L e t me c l a r i f y s o m e t h i n g 

a g a i n w i t h Mr. A l e x a n d e r i f I c o u l d t o make s u r e 

I u n d e r s t o o d y o u . You d i d send a n o t i c e t o 

C h a p a r r a l Resources t h i n k i n g t h a t t h a t was t h e 

company ? 

MR. ALEXANDER: Yes, s i r , t h a t i s 

c o r r e c t . 

MR. STOVALL: And so i t s a p p e a r a n c e 

h e r e i s o n l y because you s e n t t h e n o t i c e , n o t 

because i t i s a c t u a l l y an o f f s e t on t h i s 

a f f i d a v i t ? 

MR. ALEXANDER: That i s c o r r e c t . 

C h a p a r r a l Resources n o t i f i e d us t h a t t h e y d i d n o t 

own an i n t e r e s t i n t h i s a r e a . And t h e n we a g a i n 

l o o k e d a t t h e t i t l e work t h a t we had done and 

n o t i c e d t h a t t h e r e was two a l m o s t s i m i l a r 

c ompanies, b u t t h e o t h e r one was o i l and gas and 

we l o c a t e d w i t h Mr. Sandel and o b t a i n e d a 

w a i v e r . 
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MR. STOVALL: But the t i m i n g of t h a t 

was such i t wasn't the 20 days, so you would have 

to have the w a i v e r i n order to get by today's 

h e a r i n g date; i s t h a t c o r r e c t ? 

MR. ALEXANDER: That i s c o r r e c t . 

MR. KELLAHIN: Here i s the w a i v e r 

form. I would have to f i n d the s i g n e d copy, but 

t h a t i s the language t h a t Mr. Sandel approved. 

MR. STOVALL: T h a t ' s a l l I have. I 

j u s t wanted to make s u r e because when I saw the 

c a r d I q u e s t i o n e d whether I heard you c o r r e c t l y , 

but I d i d , so t h a t ' s i t . 

EXAMINER CATANACH: Mr. Alexander, 

b r i e f l y e x p l a i n the a s s o c i a t i o n between Southland 

and M e r i d i a n . 

MR. ALEXANDER: Southland R o y a l t y 

Company i s a wholly-owned l e g a l e n t i t y under 

B u r l i n g t o n R e s o u r c e s , as i s M e r i d i a n O i l 

Company. They're s i s t e r companies. 

MR. STOVALL: Southland a c t u a l l y s t i l l 

e x i s t s as a company then? 

MR. ALEXANDER: As a l e g a l e n t i t y they 

do . 

MR. STOVALL: So B u r l i n g t o n h o l d s the 

s t o c k f o r Southland? 
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MR. ALEXANDER: T h a t ' s c o r r e c t . 

MR. STOVALL: Somewhere I t h o u g h t 

M e r i d i a n had a b s o r b e d t h a t , b u t I guess n o t . 

MR. ALEXANDER: There i s no s t o c k on 

t h e m a r k e t f o r S o u t h l a n d R o y a l t y Company. 

MR. STOVALL: I t ' s a l l who1ly-owned? 

MR. ALEXANDER: Yes. 

MR. STOVALL: R i g h t . 

MR. ALEXANDER: But t h e e n t i t y has n o t 

been d i s s o l v e d . I t i s s t i l l a l e g a l e n t i t y . 

EXAMINER CATANACH: I s t h e r e a n y t h i n g 

f u r t h e r ? 

MR. STOVALL: L e t me go ahead -- and 

t h i s r e a l l y has n o t h i n g t o do w i t h t h i s case. 

But as l o n g as I ' v e g o t you h e r e , I ' l l ask y ou. 

You're s a y i n g t h a t u n d e r t h e B u r l i n g t o n 

u m b r e l l a , t h e two companies e x i s t and when t h e 

o r g a n i z a t i o n a l c h a r t comes down and t h e y b o t h 

e x i s t s e p a r a t e l y s p l i t s , i t ' s n o t a s u b s i d i a r y o f 

M e r i d i a n , b u t i s a s u b s i d i a r y o f B u r l i n g t o n ? 

MR. ALEXANDER: Yes, s i r , t h a t ' s 

c o r r e c t . They a r e two s e p a r a t e l e g a l e n t i t i e s , 

s i s t e r c ompanies, i f you c o u l d c a t e g o r i z e them as 

t h a t . 

MR. STOVALL: But a l l t h e employees a r e 
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a c t u a l l y M e r i d i a n employees who do work f o r the 

Southland Company; i s t h a t c o r r e c t ? 

quest i o n . 

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

f u r t h e r i n t h i s c a s e , Case 10496 w i l l be taken 

under advisement. 

[And the p r o c e e d i n g s were concluded.] 

MR. ALEXANDER: That i s c o r r e c t . 

MR. STOVALL: Okay. That answers t h a t 
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