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EXAMINER CATANACH: At t h i s t i m e w e ' l l 

c a l 1 Case 10729. 

MR. STOVALL: A p p l i c a t i o n o f M e r i d i a n 

O i l , I n c . , f o r a h i g h a n g 1 e / h o r i z o n t a 1 

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 , 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 , a s p e c i a l p r o j e c t gas 

a l l o w a b l e , and a n o n s t a n d a r d s p a c i n g and 

p r o r a t i o n u n i t , Rio A r r i b a C ounty, New M e x i c o . 

EXAMINER CATANACH: 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. Examiner, I'm 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 , 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: A d d i t i o n a l 

a p p e arances? 

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 

swo r n i n . 

[The w i t n e s s e s were duly sworn.] 

ALAN ALEXANDER 

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 : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. A l e x a n d e r , f o r t h e r e c o r d , w o u l d 
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y o u p l e a s e s t a t e y o u r name a n d o c c u p a t i o n ? 

A. Yes. My name i s A l a n A l e x a n d e r . I am 

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

M e r i d i a n O i l , I n c . , i n t h e i r F a r m i n g t o n , New 

M e x i c o , o f f i c e . 

Q. On p r i o r o c c a s i o n s , h a v e y o u t e s t i f i e d 

as a p e t r o l e u m l a n d m a n a n d h a d y o u r 

q u a l i f i c a t i o n s a c c e p t e d a n d made a m a t t e r o f 

r e c o r d ? 

A . Yes, I h a v e . 

Q. P u r s u a n t t o y o u r e m p l o y m e n t by M e r i d i a n 

as a l a n d m a n , h a v e y o u s t u d i e d t h e l a n d t i t l e 

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

A . Y e s, I h a v e . 

Q. A r e y o u f a m i l i a r w i t h t h e Canyon L a r g o 

U n i t ? 

A. Yes, I am. 

Q. A r e y o u a l s o f a m i l i a r w i t h w h a t y o u r 

company s e e k s t o a c c o m p l i s h w i t h t h i s 

a p p 1 i c a t i o n ? 

A. Yes, l a m . 

MR. KELLAHIN: We t e n d e r Mr. A l e x a n d e r 

as an e x p e r t p e t r o l e u m l a n d m a n . 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. To o r i e n t t h e E x a m i n e r on how y o u ' v e 
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o r g a n i z e d t h e e x h i b i t book, Mr. A l e x a n d e r , w o u l d 

you i d e n t i f y f o r us what's c o n t a i n e d b e h i n d 

E x h i b i t t a b No. 1? 

A. B e h i n d E x h i b i t t a b No. 1 we have a copy 

o f t h e a p p l i c a t i o n whereby we're r e q u e s t i n g t h a t 

t h e Canyon Largo #388 w e l l , t h e s p e c i a l o p e r a t i n g 

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

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

E x h i b i t s A and B. E x h i b i t A i s a n i n e - s e c t i o n 

l a n d p l a t , and E x h i b i t B i s a v e r t i c a l 

c r o s s - s e c t i o n and a p l a n v i e w c r o s s - s e c t i o n o f 

t h e w e l l b o r e t h a t we're a s k i n g t o be d r i l l e d 

h o r i z o n t a l l y . E x h i b i t C i s an o f f s e t o p e r a t o r 

p l a t s h o w i n g t h e owners and o p e r a t o r s o f f s e t t i n g 

S e c t i o n 3 o f o f 25 N o r t h , 6 West, w h i c h i s t h e 

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

Q. L e t ' s t u r n now t o t h e i n f o r m a t i o n 

b e h i n d E x h i b i t t a b No. 2, and t e l l me what you've 

done t o d e t e r m i n e who a r e t h e o f f s e t t i n g 

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

t h i s case? 

A. B e h i n d E x h i b i t t a b No. 2 we a r e s h o w i n g 

t h e o f f s e t owner o p e r a t o r p l a t , and y o u ' l l n o t i c e 

t h a t t h e o f f s e t owners o r o p e r a t o r s have been 

t a b u l a t e d n u m e r i c a l l y . At t h e b o t t o m o f t h e page 
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we have a l s o g i v e n t h e names and a d d r e s s e s o f 

t h o s e owners and o p e r a t o r s . 

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

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

M e r r i o n O i l & Gas C o r p o r a t i o n owns an i n t e r e s t 

a l o n g w i t h R o b e r t B a y l e s s i n t h a t p a r t i c u l a r 

t r a c t . 

Q. I f y o u ' l l t u r n now t o t h e l a s t d i s p l a y , 

w h i c h i s E x h i b i t 8, a c e r t i f i c a t e o f m a i l i n g o f 

n o t i f i c a t i o n t o B a y l e s s and t o M e r r i o n O i l & Gas 

C o r p o r a t i o n , d i d you cause t h a t n o t i f i c a t i o n t o 

be s e n t ? 

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

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

e i t h e r M e r r i o n O i l & Gas C o r p o r a t i o n , o r R o b e r t 

B a y l e s s , t o t h e a p p l i c a t i o n ? 

A. We have n o t . 

Q. L e t me have you t u r n now t o t h e d i s p l a y 

b e h i n d E x h i b i t No. 3, and l e t ' s d i s c u s s what 

y o u ' r e p r o p o s i n g t o a c c o m p l i s h . F i r s t o f a l l , 

when you l o o k a t S e c t i o n 3, i s t h i s a s t a n d a r d 

s i z e 6 4 0 - a c r e s e c t i o n ? 

A. No, s i r . As y o u ' l l n o t i c e , t h e r e a r e 

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

t h e y ' r e a l i t t l e l a r g e r t h a n t h e n o r m a l 4 0 - a c r e 
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q u a r t e r - q u a r t e r t r a c t , so t h e s e c t i o n i s s l i g h t l y 

l a r g e r t h a n 640 a c r e s . 

Q. Where a r e we w i t h S e c t i o n 3 i n r e l a t i o n 

t o t h e Canyon Lar g o U n i t i t s e l f ? 

A. The Canyon Lar g o U n i t , i f y o u ' l l l o o k 

on t h e p l a t , y o u ' l l see a h e a v i e r l i n e , a g r e e n 

l i n e . J u s t t o t h e n o r t h o f S e c t i o n 3, t h a t i s 

t h e u n i t b o u n d a r y f o r t h e Canyon L a r g o U n i t . 

Y o u ' l l n o t i c e o v e r i n S e c t i o n 4 where we've 

l i s t e d M e r r i o n and B a y l e s s as owners, t h a t u p s i d e 

down L-shaped t r a c t i n 4 and p a r t o f S e c t i o n 9, 

t h a t a c r e a g e i s n o t c o m m i t t e d t o t h e Canyon L a r g o 

U n i t . T h a t ' s t h e r e a s o n we n o t i c e d t h o s e 

p a r t i c u l a r i n d i v i d u a l s . 

Q. What do you p r o p o s e t o do w i t h i n 

S e c t i o n 3 f o r t h i s p r o j e c t ? 

A. We w o u l d l i k e t o d r i l l t h e Canyon L a r g o 

#388 w e l l h o r i z o n t a l l y , s t a r t i n g i n t h e s o u t h w e s t 

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

I t c r o s s e s o v e r i n t o t h e e a s t e r n p a r t , t h e 

e a s t e r n h a l f o f S e c t i o n 3, and ends i n t h e 

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

Q. I n what p o o l a r e you d r i l l i n g t h i s 

we 11 ? 

A. The p o o l t h a t we b e l i e v e t h i s w e l l 
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p r o p e r l y b e l o n g s i n w o u l d be t h e B l a n c o Mesaverde 

p o o l . 

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

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

A. I t i s 320 a c r e s . 

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

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

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

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

Q. What do t h e p o o l r u l e s r e q u i r e f o r a 

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

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

A. They r e q u i r e 7 9 0 - f e e t s e t b a c k s f r o m t h e 

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

Q. When we l o o k a t E x h i b i t No. 3, i d e n t i f y 

f o r us t h e o t h e r t y p e s o f w e l l s t h a t have been 

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

A. I do have a l e g e n d a t t a c h e d t o t h e map 

a t t h e b o t t o m o f t h e map. The gas w e l l symbols 

a r e P i c t u r e d C l i f f s w e l l s . The gas w e l l symbol 

w i t h a h a l f - c i r c l e on t h e t o p a r e Chacra 

f o r m a t i o n w e l l s . The gas w e l l symbol f o r t h e 

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

and t h e w e l l symbol f o r a Dakota f o r m a t i o n i s a 

r e c t a n g l e a r o u n d t h e gas w e l l s y m b o l . 
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Q. A r e t h e r e e x i s t i n g 320 gas s p a c i n g 

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

o r i e n t a t i o n ? 

A. T h e r e a r e t h e t w o D a k o t a w e l l s t h a t a r e 

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

q u a r t e r a n d one i n t h e s o u t h w e s t q u a r t e r . 

T h e y ' r e c u r r e n t l y d e d i c a t e d on 320 a c r e s , a n d 

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

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

Q. A r e t h e r e a n y r e q u i r e m e n t s o r 

l i m i t a t i o n s on t h e Canyon L a r g o u n i t as t o t h e 

o r i e n t a t i o n o f t h e s p a c i n g u n i t i n S e c t i o n 3 f o r 

p r o d u c t i o n f r o m t h e B l a n c o M e s a v e r d e p o o l ? 

A. Yes, s i r . A l l o f t h e f o r m a t i o n s , t h e 

Canyon L a r g o U n i t r e q u i r e s us t o o r i e n t a l l o f 

t h e d r i l l b l o c k s on an e a s t h a l f a n d w e s t h a l f 

b a s i s . 

Q. What i s M e r i d i a n ' s r e q u e s t f o r a gas 

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

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

t h i s p o o l . 

A. We're r e q u e s t i n g t w o t i m e s t h e 

a l l o w a b l e t h a t we w o u l d n o r m a l l y g e t f o r a 

v e r t i c l e w e l l d r i l l e d i n t h e B l a n c o M e s a v e r d e g a s 

p o o l . 
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Q. B l a n c o Mesaverde gas p o o l i s one o f t h e 

p r o r a t e d gas p o o l s i n N o r t h w e s t e r n New Mexico? 

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

Q. And i t has a t w o - p a r t f o r m u l a , one i n 

w h i c h t h e r e i s a component based upon t h e 

d e l i v e r a b i l i t y o f t h e w e l l and a n o t h e r f a c t o r 

based upon acreage? 

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

Q. How w o u l d you recommend t h e Examiner 

make t h e n e c e s s a r y a d j u s t m e n t t o p r o v i d e an 

a p p r o p r i a t e a l l o w a b l e f o r t h e 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. We a r e r e q u e s t i n g t h e d e l i v e r a b i l i t y , 

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

t h e n two t i m e s t h e a c r e a g e d e d i c a t i o n . 

Q. Okay. L e t me have you t u r n now t o t h e 

t o p o g r a p h i c map t h a t ' s shown b e h i n d E x h i b i t t a b 

No. 7. I n a t t e m p t i n g t o f i n d t h e s t a r t i n g p o i n t 

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

were t h e r e any t o p o g r a p h i c or s u r f a c e l i m i t a t i o n s 

or r e s t r i c t i o n s i n t h e s e c t i o n ? 

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

t h e t o p o g r a p h i c p l a t b e h i n d E x h i b i t t a b #7, 

y o u ' l l n o t i c e t h e r e ' s a canyon l o c a t e d i n t h e 

w e s t e r n 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 o f t h i s 
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s e c t i o n ; t h a t i s Canyon L a r g o . I t ' s a v e r y s t e e p 

and deep canyon, and we d i d n o t want t o l o c a t e 

t o o c l o s e t o t h e r i m o f t h a t canyon. 

There a r e c o n s i d e r a b l e a r c h a e o l o g i c a l 

f i n d i n g s and s i t e s r i g h t on t h e r i m o f t h a t 

c anyon, so, we have moved back away f r o m t h a t 

canyon r i m j u s t f a r enough b u t , l i k e I s a i d , we 

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

Q. When you l o o k a t t h e o w n e r s h i p w i t h i n 

S e c t i o n 3 and t h o s e p a r t i e s e n t i t l e d t o s h a r e i n 

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

common? 

A. Yes, i t i s . I t c o n s i s t s o f one f e d e r a l 

l e a s e . 

Q. I n a d d i t i o n , i t i s d e d i c a t e d t o t h e 

Canyon Lar g o U n i t ? 

A. That i 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 Mr. A l e x a n d e r . We move t h e 

i n t r o d u c t i o n o f E x h i b i t s 1, 2, 3, 7 and 8. 

EXAMINER CATANACH: E x h i b i t s 1, 2, 3, 7 

and 8 w i l l be a d m i t t e d as e v i d e n c e . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. A l e x a n d e r , what i s t h e o w n e r s h i p 
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w i t h i n S e c t i o n 3? 

A. M e r i d i a n owns 100 p e r c e n t o f t h e 

w o r k i n g i n t e r e s t , and t h e n e t re v e n u e i n t e r e s t i s 

82 p e r c e n t . There's a t w o - a n d - a - h a l f - p e r c e n t 

o v e r r i d e a l o n g w i t h t h e 12 - and-a-ha1f p e r c e n t 

f e d e r a l r o y a l t y . 

EXAMINATION 

BY MR. STOVALL: 

Q. I s t h e o w n e r s h i p i n t h e Canyon Lar g o a 

p a r t i c i p a t i o n on a d r i l l b l o c k b a s i s ? 

A. I n i t i a l l y t h a t ' s c o r r e c t , and 

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

w e l l i s c o m m e r c i a l . 

Q. Are t h e r e any p a r t i c i p a t i n g a r e a s i n 

th e Mesaverde i n t h i s a r ea? 

A. Yes, t h e r e i s . I n t h e s o u t h h a l f o f 

th e u n i t , t h e r e i s a s i n g l e d r i l l b l o c k t h a t 

c o n s i s t s o f 320 a c r e s , and t h a t i s t h e o n l y 

p a r t i c i p a t i n g a r e a f o r Mesaverde t h a t ' s 

e s t a b l i s h e d t o d a y . I t ' s removed by some, oh, 

e i g h t o r 10 m i l e s . 

Q. I f t h i s w e l l were s u c c e s s f u l , w o u l d you 

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

j u s t l e a v i n g i t as t h e s e c t i o n ? 

A. Absent a f i n d i n g t h a t t h i s f o r m a t i o n i s 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

1 6 

17 

1 8 

19 

20 

2 1 

2 2 

23 

24 

2 5 

1 4 

no t i n c o m m u n i c a t i o n , i t i s n o t t h e same 

f o r m a t i o n t h a t ' s i n t h e p r e s e n t p a r t i c i p a t i n g 

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

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

S i n c e t h e o t h e r w e l l t h a t ' s l o c a t e d 

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

m a i n l y f r o m — i t ' s c l a s s i f i e d as a D e v i l ' s 

F ork-Mesaverde c o m p l e t i o n , we may i n v e s t i g a t e 

t h a t f u r t h e r , d e p e n d i n g on what we f i n d i n t h e 

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

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

abs e n t t h a t f i n d i n g , we w i l l e n l a r g e t h e e x i s t i n g 

p a r t i c i p a t i n g a r e a . 

FURTHER EXAMINATION 

BY MR. CATANACH: 

Q. Does y o u r u n i t agreement p r o v i d e f o r 

f o r m a t i o n o f n o n s t a n d a r d u n i t s ? 

A. No, s i r . The u n i t agreement d o e s n ' t 

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

u n i t s . 

Q. So t o f o r m t h i s n o n s t a n d a r d u n i t , 

M e r i d i a n b e i n g t h e o n l y w o r k i n g i n t e r e s t owner, 

you d i d n ' t have t o n o t i f y o r c o n t a c t anybody e l s e 

w i t h i n t h e u n i t ? 

A. Oh, y e s , s i r , we d i d . We d i d c o n t a c t 
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t h e o t h e r w o r k i n g i n t e r e s t owners. We have t o 

f i l e a p l a n o f d e v e l o p m e n t w i t h t h e Bureau o f 

Land Management, and t h e S t a t e o f New Mexico 

a g e n c i e s . The w o r k i n g i n t e r e s t owners were a l l 

n o t i f i e d and t h a t p l a n o f de v e l o p m e n t was f i l e d 

and a p p r o v e d . 

Q. And t h i s was i n c l u d e d i n t h a t p l a n o f 

dev e l o p m e n t ? 

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

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

a l l I have. 

MR. KELLAHIN: Mr. Examiner, I w o u l d 

c a l l , a t t h i s t i m e , Mike Dawson. 

MIKE DAWSON 

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 : 

EXAMINATION 

BY MR. CARR: 

Q. Would you 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. Mike Dawson. I'm a p e t r o l e u m g e o l o g i s t 

f o r M e r i d i a n O i l i n F a r m i n g t o n . 

Q. On p r i o r o c c a s i o n s , Mr. Dawson, have 

you q u a l i f i e d and t e s t i f i e d as a p e t r o l e u m 

g e o l o g i s t b e f o r e t h e D i v i s i o n ? 
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A . Yes, I have. 

Q. P u r s u a n t t o y o u r employment i n t h a t 

c a p a c i t y , have you made a g e o l o g i c s t u d y o f t h e 

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

A . Yes, s i r . 

MR. KELLAHIN: We t e n d e r Mr. Dawson 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: Mr. Dawson i s so 

qua 1 i f i e d . 

Q. B e f o r e we l o o k a t t h e s p e c i f i c s o f t h e 

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

s e c t i o n , l e t me ask you t o t u r n t o t h e i s o p a c h 

map t h a t ' s shown b e h i n d E x h i b i t t a b No. 5. L e t ' s 

use t h a t as a r e f e r e n c e p o i n t , and have you g i v e 

us a g e n e r a l o v e r v i e w o f what has been t h e 

dev e l o p m e n t a c t i v i t y i n t h e Mesaverde and where 

S e c t i o n 3 f i t s i n t o t h a t d e v e l o p m e n t . 

A. I f you l o o k a t t h e i s o p a c h map, y o u ' l l 

n o t i c e o range gas w e l l s y m b o l s . These r e p r e s e n t 

t h e s o u t h w e s t edge o f t h e B l a n c o Mesaverde 

f i e l d . Y o u ' l l n o t i c e on t h e s o u t h t i e r o f 

s e c t i o n s , S e c t i o n 3 i s s e p a r a t e d f r o m t h e edge o f 

t h e B l a n c o Mesaverde f i e l d by about a m i l e and a 

h a l f , so t h i s v e n t u r e r e p r e s e n t s an e x t e n s i o n o f 

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

Our c o n c e p t h e r e i s t o t e s t t h e edge o f 

t h e B l a n c o Mesaverde f i e l d w i t h h o r i z o n t a l 

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

t h e f i e l d a r e a , t h e C l i f f House and Menafee a r e 

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

p r o d u c t i v e , so we have a r a t h e r l i m i t e d i n t e r v a l 

f o r r e s e r v o i r t a r g e t . 

I n t h e s p e c i f i c s e c t i o n f o r t h i s s t u d y , 

t h e P o i n t L o o k o u t B s a n d s t o n e , as I ' v e t e r m e d i t , 

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

p o t e n t i a l . So, t h a t ' s o u t l i n e d i n y e l l o w . The 

h e a r t o f t h e n e t s a n d s t o n e t r e n d , I ' v e d e f i n e d 

t h a t s a n d s t o n e h e r e u s i n g RT, d e n s i t y p o r o s i t y , 

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

t h e t r e n d t h a t has some s i g n i f i c a n t m a t r i x 

permeab i 1 i t y . 

What we f i n d i n s t u d y i n g s i m i l a r t r e n d s 

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

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

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

o f t h e t r e n d , we have a l i t t l e g r e a t e r m a t r i x 

p e r m e a b i l i t y . We can see t h i s e x p r e s s e d by 

g r e a t e r r e s i s t i v i t y and more SP d e f l e c t i o n , 

s l i g h t l y h i g h e r p o r o s i t y . 
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A l l t h e s e t h i n g s a r e t h e r e s u l t , 

u l t i m a t e l y , o f a l i t t l e h i g h e r e n e r g y p a r t o f t h e 

d e p o s i t i o n a l e n v i r o n m e n t . You m i g h t r e g a r d t h i s 

as a beached s a n d s t o n e and, t o t h e s o u t h w e s t p a r t 

o f t h i s t r e n d , y o u ' r e up near t h e h i g h e n e r g y 

p a r t o f t h e beach s y s t e m . 

Q. How f a r do you have t o go s o u t h and 

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

any o f t h e Mesaverde f o r m a t i o n s ? 

A. The c l o s e s t p r o d u c t i o n t o t h e s o u t h w e s t 

i s what A l a n A l e x a n d e r r e f e r r e d t o , a w e l l down 

i n t h e s o u t h p a r t o f t h e Canyon Lar g o U n i t . 

I t ' s a bout e i g h t m i l e s . That s a n d s t o n e r e s e r v o i r 

i s n o t i n t h e P o i n t L o o k o u t . I t ' s a n o n m a r i n e 

s a n d s t o n e and i t ' s , i n f a c t , a Menafee f l u v i a l 

c h a n n e l s a n d s t o n e . The map t h a t I ' v e p r e s e n t e d 

t o you h e r e i s a m a r i n e s a n d s t o n e . I t ' s t r u l y a 

P o i n t L o o k o u t s a n d s t o n e , and i t ' s q u i t e a 

d i f f e r e n t r e s e r v o i r t y p e . 

Q. What do you hope t o a c h i e v e w i t h a 

h o r i z o n t a l p i l o t p r o j e c t t h a t you c a n ' t o b t a i n 

w i t h , say, two v e r t i c a l w e l l s i n t h i s p o r t i o n o f 

t h e Mesaverde i n S e c t i o n 3? 

A. One t h i n g t h a t we hope t o do w i t h t h e 

h o r i z o n t a l l a t e r a l i s t o maximi z e our o p p o r t u n i t y 
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t o p r o d u c e f r o m n a t u r a l f r a c t u r i n g , w h i c h we f e e l 

i s u b i q u i t o u s i n t h e San Juan B a s i n . We're 

c o n f i d e n t t h a t w e ' l l e n c o u n t e r a t l e a s t some 

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

We've d e s i g n e d t h e a z i m u t h o f t h e 

l a t e r a l t o maximize t h e number o f t h o s e 

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

i n an o r t h o g o n a l d i r e c t i o n t o what we know t o be 

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

f r a c t u r i n g . That n a t u r a l f r a c t u r i n g i s seen on 

t h e e x h i b i t on t h e w a l l , e x p r e s s e d by a Rose 

d i a g r a m . 

That Rose d i a g r a m i s t h e t r e n d o f open, 

n a t u r a l f r a c t u r e s . We g o t t h a t f r o m a w e l l a b o u t 

a m i 1 e - a n d - t h r e e - q u a r t e r s n o r t h o f t h e #388 

l o c a t i o n , t h e Vaughn #13E. I t ' s one o f t h e 

Mesaverde w e l l s shown i n t h e s o u t h e a s t o f S e c t i o n 

27 on t h e i s o p a c h map. 

Not o n l y do we have t h a t d a t a f r o m an 

FMS l o g , b u t we have a r e g i o n a l map t h a t we're 

t r y i n g t o d e v e l o p o f open, n a t u r a l f r a c t u r e 

t r e n d s , u s i n g a v a r i e t y o f d a t a , and t h a t 

n o r t h / n o r t h e a s t i n t e r p r e t a t i o n f i t s i n v e r y w e l l 

w i t h our r e g i o n a l v i e w o f f r a c t u r i n g . 

Q. You made a r e f e r e n c e t o a d i s p l a y on 
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t h e h e a r i n g room w a l l . That d i s p l a y i s 

f o u n d i n t h e e x h i b i t book b e h i n d E x h i b i t 

4. And on a s m a l l e r s c a l e i t shows t h a t 

f r a c t u r e s s t r i k e h i s t o g r a m , does i t n o t ? 

A. Yes, s i r . 

Q. B e f o r e we l e a v e E x h i b i t No. 5, l e t me 

ask you t o use t h a t d i s p l a y and t e l l us why 

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

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

A. One i m m e d i a t e c o n c e r n , o f c o u r s e , i s 

t h e canyon edge. We had t o work a r o u n d t h a t . A 

second c o n c e r n i s , we want t o m i n i m i z e t h e r i s k 

i n v o l v e d w i t h l o c a t i n g our t a r g e t r e s e r v o i r ; 

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

i t a t a h i g h e r a n g l e and s a y i n g i n zone. By 

d r i l l i n g c l o s e t o t h e #287, w h i c h has a Mesaverde 

w i r e l i n e l o g , we have e x c e l l e n t i n i t i a l c o n t r o l 

and we can g r e a t l y m i n i m i z e t h a t r i s k . 

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

w o u l d l i k e our l a t e r a l t o r u n t h r o u g h t h e p a r t o f 

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

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

We e x p e c t t h i s t o be f a i r l y low p e r m e a b i l i t y , as 

i s t y p i c a l i n t h e Mesaverde, b u t we want t o g i v e 

i t our b e s t s h o t . We want t o e x p l o r e f o r t h e 

a l s o 

t a b No. 

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

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

Q. L e t me have you t u r n now t o E x h i b i t t a b 

No. 6 and l o o k a t t h e s t r u c t u r e map b e h i n d t h a t 

t a b . I s t h i s a s t r u c t u r e map you p r e p a r e d , Mr. 

Daws on ? 

A . Yes, s i r . 

Q. What does t h i s show you? 

A. T h i s i s t h e s t r u c t u r e on t o p o f t h e B 

s a n d s t o n e , w h i c h i s our r e s e r v o i r t a r g e t . I n 

g e n e r a l , we have a v e r y g e n t l e , h o m o c l i n a l , 

n o r t h e a s t d i p . We're l o o k i n g a t no more t h a n 65 

t o 70 f e e t o f t o t a l d i p a l o n g t h e t r a c k o f our 

l a t e r a l . 

Q. I l l u s t r a t e f o r us t h e r e l a t i o n s h i p 

between t h e l a t e r a l and t h e s t r u c t u r a l 

o r i e n t a t i o n t h r o u g h S e c t i o n 3. 

A. W e ' l l be s t a r t i n g a t an u p d i p p o s i t i o n 

and w e ' l l be p r o c e e d i n g t o t h e e a s t / n o r t h e a s t i n 

a downdip d i r e c t i o n . T h i s i s e x a g g e r a t e d by t h e 

v e r t i c a l e x a g g e r a t i o n t h a t you see on t h e e x h i b i t 

on t h e w a l l . T h a t ' s a b o u t a 10 t i m e s 

e x a g g e r a t i o n , so you g e t a b e t t e r sense o f t h e 

w e l l t r a c k p r o c e e d i n g downdip t h r o u g h t h e 

r e s e r v o i r f r o m t h e w a l l e x h i b i t , and a l s o E x h i b i t 
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Q. L e t ' s t u r n now t o E x h i b i t No. 4. U s i n g 

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

f o r us what you hope t o a c h i e v e . 

A. W e ' l l s t a r t a t our s u r f a c e l o c a t i o n and 

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

Menafee, t h e Menafee f o r m a t i o n o f t h e Mesaverde 

g r o u p , and a r r i v e a t a h i g h - a n g l e b e f o r e t h e t o p 

of o ur t a r g e t r e s e r v o i r , and p r o c e e d t o d r i l l 

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

Q. The e n t i r e p r o j e c t , f r o m t h e l o c a t i o n 

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

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

d r i l l i n g / p r o d u c i n g window as shown on t h i s 

d i s p l a y , t h a t you see j u s t t o t h e l e f t o f t h e 

c i r c l e ? 

A . Yes, s i r . 

Q. And t h a t w o u l d be a l i m i t a t i o n o f 790 

f e e t f r o m t h e o u t e r b o u n d a r i e s o f t h e s e c t i o n ? 

A. R i g h t . 

Q. Would t h a t p r o v i d e you s u f f i c i e n t 

f l e x i b i l i t y , as t h e o p e r a t o r , i n o r d e r t o a d j u s t 

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

t o change d i r e c t i o n s on y o u r a z i m u t h , and t o 

a t t e m p t t o e x e c u t e t h i s w e l l i n t h e most 
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e f f i c i e n t way? 

A . Yes, i n d e e d . 

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. Dawson. Mr. Examiner, we 

w o u l d move t h e i n t r o d u c t i o n o f h i s E x h i b i t s 4, 5 

and 6 . 

EXAMINER CATANACH: E x h i b i t s 4, 5 and 6 

w i l l be a d m i t t e d as e v i d e n c e . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Dawson, how were t h e f r a c t u r e 

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

A. We used a f o r m a t i o n m i c r o s c a n n e r l o g , 

and t h e w e l l t h a t I r e f e r r e d t o j u s t t o t h e 

n o r t h e a s t , t h i s i s a l o g t h a t measures m i c r o 

r e s i s t i v i t y , much l i k e a m i c r o l o g , and i t has — I 

t h i n k t h i s was a s i x - a r m t o o l . 

f r a c t u r e s as l o n g as t h e y ' r e open, by m e a s u r i n g 

d i f f e r e n c e s i n c o n d u c t i v i t y . The d r i l l i n g f l u i d 

p e n e t r a t e s t h o s e f r a c t u r e s and g i v e s you a 

c o n d u c t i v i t y h i g h . 

f r o m t h a t . T h a t ' s done w i t h a computer a s s i s t . 

We f i g u r e o u t s t a t i s t i c a l l y what t h e d o m i n a n t 

I t can o r i e n t v e r y s m a l l , n a t u r a l 

So , we i n t e r p r e t t h e n a t u r a l f r a c t u r e s 
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d i r e c t i o n i s , and t h a t ' s w h a t ' s e x h i b i t e d t h e r e 

i n t h e Rose d i a g r a m . You can see some s u b s e t s o f 

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

n o r t h / n o r t h e a s t . 

We have s i m i l a r d a t a f r o m e l s e w h e r e i n 

t h e B a s i n , and t h r o u g h o u t t h i s a r e a o f t h e B a s i n 

we g e t a v e r y c o n s i s t e n t n o r t h / n o r t h e a s t t r e n d o f 

t h e open, n a t u r a l f r a c t u r e s . T h i s c o r r e s p o n d s t o 

o t h e r d a t a a v a i l a b l e i n t h e l i t e r a t u r e f r o m 

i n t e r p r e t a t i o n s f r o m o r i e n t e d c o r e s , where 

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

f r a c t u r i n g i n o t h e r c r e t a c e o u s r o c k , so we're 

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

n a t u r a l f r a c t u r e d i r e c t i o n t h a t w e ' l l e n c o u n t e r 

i n our w e l l b o r e . 

Q. How t h i c k i s t h e B i n t e r v a l ? 

A, At our s u r f a c e l o c a t i o n i t ' s a b o u t 15 

f e e t , and I b e l i e v e by t h e t i m e we g e t t o t h e 

b o t t o m h o l e l o c a t i o n i t w i l l be 19 t o 20 f e e t 

t h i c k . 

Q. Mr. Dawson, do you know why t h e w e l l 

was p l a c e d where i t was, and why, maybe, i t 

wasn't p l a c e d i n t h e n o r t h h a l f o f t h a t s e c t i o n ? 

A. Yes. I n f a c t , I had q u i t e a b i t o f 

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

we wanted t o s t a y c l o s e t o one o f t h e two Dakota 

t e s t s . 

I n o r d e r t o m i n i m i z e t h a t i n i t i a l r i s k 

o f f i n d i n g t h e zone, g e t t i n g i n i t , g e t t i n g 

h o r i z o n t a l and s t a y i n g i n zone, t h e r e ' s much l e s s 

r i s k i f you have some w i r e l i n e c o n t r o l . So t h a t 

gave us e i t h e r t h e n o r t h w e s t o r t h e s o u t h w e s t t o 

choose f rom. 

The second c o n s i d e r a t i o n i s , we wanted 

t o s e t up an a z i m u t h t h a t w o u l d i n t e r s e c t t h e 

maximum number o f n a t u r a l f r a c t u r e s , so we 

b a s i c a l l y went ahead i n an e a s t / w e s t d i r e c t i o n . 

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

want t o be on t h e l a n d w a r d s i d e o f t h i s t r e n d . 

A l t h o u g h t h i s map, by u s i n g t h e s e l o g c u t o f f s , we 

c o u l d see s l i g h t l y g r e a t e r t h i c k n e s s t o t h e n o r t h 

of our w e l l t r a c t , I d o n ' t b e l i e v e t h a t w e ' l l 

have as g r e a t a p e r m e a b i l i t y . The sand i s 

t h i c k e r , b u t i t ' s n o t — i t ' s a l i t t l e b i t more 

s h a l e y . The g r a i n s i z e w i l l be j u s t s l i g h t l y 

s m a l l e r . The s o r t i n g won't be q u i t e as good and, 

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

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

So, a c c o r d i n g t o t h a t d e p o s i t i o n a l 
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model, we're a c t u a l l y b e t t e r o f f b e i n g on t h e 

s o u t h w e s t 1 5 - f o o t c o n t o u r t h a n we w o u l d be i n t h e 

a x i a l p a r t o f t h i s t r e n d , because we e x p e c t 

g r e a t e r m a t r i x p e r m e a b i l i t y t h e r e . So t h a t l e d 

us t o t h e p r e s e n t a z i m u t h , as p l a n n e d . 

Q. Would you e x p e c t a l l o f t h e ac r e a g e i n 

S e c t i o n 3 t o c o n t r i b u t e gas r e s e r v e s t o t h i s 

w e l 1 ? 

A. I e x p e c t most o f t h e ac r e a g e t o . I'm 

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

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

much or v e r y much. But I w o u l d c e r t a i n l y e x p e c t 

e v e r y t h i n g , f r o m t h e 1 0 - f o o t c o n t o u r i n t h e 

s o u t h w e s t q u a r t e r o r maybe even s l i g h t l y t o t h e 

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

We r e a l l y do e x p e c t enhanced d r a i n a g e , 

and we r e a l l y do e x p e c t t o a t l e a s t s i m u l a t e t h e 

d r a i n a g e t h a t w o u l d be p r o v i d e d by two v e r t i c a l 

w e l l s . What our hope i s i s t h a t we w i l l d r a i n , 

p e r h a p s more e f f i c i e n t l y t h a n t h o s e two v e r t i c a l 

w e l l s , and p e r h a p s have a g r e a t e r r e c o v e r y 

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

Q. I n y o u r o p i n i o n , t h e n , you b e l i e v e t h a t 

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

A. Yes, s i r , I do. 
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EXAMINER CATANACH: I d o n ' t h a v e 

a n y t h i n g e l s e , Mr. K e l l a h i n . 

MR. KELLAHIN: C a l l , a t t h i s t i m e , Mr. 

P a u l A l l e n . 

PAUL ALLEN 

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

e x a m i n e d a n d t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. A l l e n , w o u l d 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 P a u l A l l e n . I'm a d r i l l i n g 

e n g i n e e r w i t h M e r i d i a n O i l i n F a r m i n g t o n , New 

M e x i c o . 

Q. On p r i o r o c c a s i o n s , Mr. A l l e n , h a v e y o u 

t e s t i f i e d a n d b e e n q u a l i f i e d as a d r i l l i n g 

e n g i n e e r f o r y o u r company? 

A. Yes, I h a v e . 

Q. And y o u ' v e t e s t i f i e d on n u m e r o u s 

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

h i g h - a n g l e / h o r i z o n t a l w e l l s , h a v e y o u n o t ? 

A . Y es, I h a v e . 

Q. P u r s u a n t t o y o u r e m p l o y m e n t w i t h 

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

f o r t h i s p a r t i c u l a r w e l l ? 
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A . Yes, I have. 

MR. KELLAHIN: We w o u l d t e n d e r Mr. 

A l l e n as an e x p e r t d r i l l i n g e n g i n e e r . 

EXAMINER CATANACH: Mr. A l l e n i s so 

qua 1 i f i e d . 

Q. B e f o r e we t a l k a b o u t t h e s p e c i f i c s o f 

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

i l l u s t r a t e d on E x h i b i t No. 4, g i v e me y o u r 

p e r s p e c t i v e , as an e n g i n e e r , o f what t h e c o n c e p t 

i s t h a t y o u ' r e t r y i n g t o t e s t w i t h t h i s p i l o t 

p r o j e c t i n t h i s s e c t i o n ? 

A. There's more t h a n one t h i n g we're 

t r y i n g t o t e s t . O b v i o u s l y t h e r o c k , h o r i z o n t a l 

d r i l l i n g i n t h i s r o c k , w h e t h e r t h a t ' s a f e a s i b l e 

t o do. The o t h e r t h i n g , i t ' s one h o r i z o n t a l w e l l 

v e r s u s two v e r t i c a l w e l l s , and t h e r e i s a 

d e f i n i t e c o s t a d v a n t a g e i n d o i n g i t t h a t way. 

Q. Can you g i v e us a g e n e r a l range o f what 

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

h o r i z o n t a l w e l l and t h e n t h e two v e r t i c a l w e l l s ? 

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

t o be f r a e ' d and c o m p l e t e d w i t h f r a c t u r e 

s t i m u l a t i o n , and y o u ' r e l o o k i n g a t $500 t o $600, 

upwards o f even $700, and i n some cases $1,000, 

f o r a v e r t i c a l w e l l . So, l e t ' s say, 1.2 m i l l i o n 
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f o r two v e r t i c a l w e l l s . 

We b e l i e v e t h a t we can d r i l l and 

c o m p l e t e t h e h o r i z o n t a l w e l l , c o m p l e t e i t open 

h o l e , no f r a c t u r e s t i m u l a t i o n s , f o r l e s s t h a n 

$700 , 000. 

Q. I n a d d i t i o n t o t e s t i n g t h e p o t e n t i a l t o 

save s u b s t a n t i a l d o l l a r s i n t h e d r i l l i n g and 

c o m p l e t i o n phase o f t h i s p r o j e c t , w i l l i t a l s o 

a f f o r d t h e o p p o r t u n i t y t o M e r i d i a n t o t e s t t h e 

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

Mesaverde f o r m a t i o n i n t h i s p a r t i c u l a r p o r t i o n o f 

t h e poo 1? 

A. Yes, i t w i l l . 

Q. L e t ' s t u r n t o E x h i b i t No. 4 and have 

you use t h a t as an i l l u s t r a t i o n . Show us what 

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

l e a d us i n t o y o u r c o m p l e t i o n p l a n . 

A. Okay. W e ' l l spud t h e w e l l , and d r i l l a 

12-1/4 h o l e t o 200 f e e t . W e ' l l t h e n r u n 9-5/8" 

p i p e t o 200 f e e t . W e ' l l d r i l l 8-3/4" h o l e t o t h e 

k i c k o f f p o i n t a t 4707, and b e g i n d i r e c t i o n a l 

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

W e ' l l t h e n b u i l d a n g l e t o a p p r o x i m a t e l y 

84 t o 86 d e g r e e s , w i t h mud d r i l l i n g . W e ' l l t h e n 

r u n c a s i n g t o t h i s p o i n t . T h a t ' s s e v e n - i n c h 
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c a s i n g t o t h i s p o i n t . W e ' l l u n l o a d t h e h o l e w i t h 

a gas s y s t e m , an a i r - m i s t - g a s s y s t e m , p r i m a r i l y 

n i t r o g e n gas, and d r i l l o u t u s i n g t h i s gas i n t o 

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

d e g r e e s t o t h e 88-1/2 degree a p p r o x i m a t e 

i n c l i n a t i o n t h e r e . And d r i l l t o TD, as shown on 

E x h i b i t 4, o f 5166 TVD and 7927 measured d e p t h . 

W e ' l l be u s i n g a c o u p l e o f d i f f e r e n t 

methods t o s t a y i n t h e zone. One i s a gamma 

d i r e c t i o n a l t o o l , w h i c h p r o v i d e s r e a l t i m e gamma 

ra y i n f o r m a t i o n . The o t h e r i s a s t a n d a r d s u r v e y 

i n s t r u m e n t w h i c h w i l l t e l l us where we a r e i n 

r e l a t i o n t o our s t a r t i n g p o i n t . 

W e ' l l t h e n go i n t o t h e h o l e 4-1/2" 

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

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

p e r f o r a t i o n s o v e r t h e shows as we've seen them, 

or o v e r t h e e n t i r e i n t e r v a l , i f we see t h a t t h e 

e n t i r e i n t e r v a l i s p e r s p e c t i v e . 

W e ' l l t h e n go back i n and m i l l o f f t h e 

p l u g s , and b e g i n p r o d u c i n g t h e w e l l . 

Q. I s t h e r e any s t i m u l a t i o n a s p e c t t o t h e 

c o m p l e t i o n o f t h e w e l l ? 

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

Q. What d e t e r m i n e s t h e u l t i m a t e l e n g t h o f 

RODRIGUEZ REPORTING 
( 505 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

31 

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

A. W e l l , t h e r e ' s a c o u p l e o f d i f f e r e n t 

f a c t o r s t h e r e . I n t h i s case t h e s t a n d s , as Mike 

r e f e r r e d t o e a r l i e r , had a l o t t o do w i t h 

m a x i m i z i n g or o p t i m i z i n g t h e l a t e r a l l e n g t h on 

t h e w e l l . Economics p l a y a b i g r o l e i n t h a t as 

we 11 . 

Q. The a p p r o x i m a t e h o r i z o n t a l d i s t a n c e o f 

t h e l a t e r a l , t o s t a y w i t h i n t h e d r i l l i n g window, 

t h e 790 s e t b a c k i s ab o u t 3,000 f e e t , I t h i n k ? 

A. Yes, i t i s . 

Q. And you have t h e t e c h n o l o g y and t h e 

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

A. Yes, we do. 

Q. I f t h e Examiner a p p r o v e s t h e 

a p p l i c a t i o n and p r o v i d e s a d r i l l i n g p r o d u c i n g 

window, any p o i n t w i t h i n t h e s e c t i o n , so l o n g as 

you s t a y no c l o s e r thein 790 t o t h e o u t e r b o u n d a r y 

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

n e c e s s a r y o p e r a t i n g and d r i l l i n g f l e x i b i l i t y t o 

e x e c u t e t h e p r o j e c t ? 

A. Yes, i t w i l l . 

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

e x a m i n a t i o n o f Mr. A l l e n . 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. A l l e n , i s M e r i d i a n g e t t i n g p r e t t y 

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

A. We w o u l d l i k e t o b e l i e v e s o . 

Q. How many h a v e y o u d r i l l e d so f a r ? 

A. I , m y s e l f , h a v e d r i l l e d f i v e ; t h e 

company h a s d r i l l e d e i g h t i n t h i s a r e a ; I b e l i e v e 

e i g h t . T h o s e w e r e d i f f e r e n t f o r m a t i o n s . T h o s e 

i n c l u d e b o t h G a l l u p a n d M e s a v e r d e w e l l s . 

Q. W h a t ' s t h e l o n g e s t d i s t a n c e y o u ' v e 

t a k e n i t o u t ? 

A. As a company, we've d r i l l e d one u p w a r d s 

o f 3200 f e e t v e r t i c a l s e c t i o n o u t w a r d s o f t h a t . 

I h a v e p l a n s r i g h t now, i n f a c t , f o r t w o w e l l s 

t h a t w e ' l l be b e g i n n i n g w i t h i n t h e m o n t h , f o r 

3 5 0 0 - f o o t l a t e r a l s . 

MR. STOVALL: You s a i d " v e r t i c a l 

s e c t i o n . " You mean " h o r i z o n t a l , " r i g h t ? 

THE WITNESS: The i n d u s t r y t e r m t e n d s 

t o c a l l t h a t " v e r t i c a l s e c t i o n . " I t ' s t h e 

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

a n d o u t f r o m t h a t p o i n t . " D e p a r t u r e " i s a n o t h e r 

w o r d t h a t t h e y u s e . 

MR. STOVALL: L a t e r a l . G o t c h a . 
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EXAMINER CATANACH: A l l r i g h t . Anybody 

e l s e ? The w i t n e s s may be excu s e d . 

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

p r e s e n t a t i o n i n t h i s case, Mr. Examiner. 

EXAMINER CATANACH: A l l r i g h t . There 

b e i n g n o t h i n g f u r t h e r i n t h i s case, Case 10729 

w i l l be t a k e n under a d v i s e m e n t . 

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

I do hereby cecity that tha foregoing Is 
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CERTIB rICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) s s . 

COUNTY OF SANTA FE ) 

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

C o u r t R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY 

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

b e f o r e t h e O i l C o n s e r v a t i o n D i v i s i o n was r e p o r t e d 

by me; t h a t I caused my n o t e s t o be t r a n s c r i b e d 

under my p e r s o n a l s u p e r v i s i o n ; and t h a t t h e 

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

p r o c e e d i n g s . 

I FURTHER CERTIFY t h a t I am n o t a 

r e l a t i v e o r employee o f any o f t h e p a r t i e s or 

a t t o r n e y s i n v o l v e d i n t h i s m a t t e r and t h a t I have 

no p e r s o n a l i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f 

t h i s m a t t e r . 

WITNESS MY HAND AND SEAL May 24, 1993. 

CARLA DIANE RODRIGUEZ, 
CCR No. 4 
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