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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF CASE 942 0 BEING 
REOPENED PURSUANT TO THE PROVISIONS 
OF DIVISION ORDER NO. R-8768, WHICH 
ORDER CREATED THE BASIN-FRUITLAND 
COAL GAS POOL IN SAN JUAN COUNTY AND 
PROMULGATED TEMPORARY SPECIAL RULES 
AND REGULATIONS THEREFOR. 

CASE NO. 9420 
(Reopened) 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 
PART I I (Pages 189 - 301) 

EXAMINER HEARING 
BEFORE: DAVID R. CATANACH, Hea r i n g Examiner 

A p r i l 4, 1991 
8:51 a.m. 

Farmington, New Mexico 

T h i s m a t t e r came f o r h e a r i n g 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 on A p r i l 4, 1991, a t 8:51 a.m. 

a t San Juan C o l l e g e , Computer Science L e c t u r e Center, 

Room 7103, Farmington, New Mexico, b e f o r e Maureen R. 

H u n n i c u t t , RPR, C e r t i f i e d Court R e p o r t e r No. 166, f o r t h e 

S t a t e o f New Mexico. 

FOR: OIL CONSERVATION BY: MAUREEN R. HUNNICUTT, RPR 
DIVISION C e r t i f i e d Court R e p o r t e r 

CCR No. 166 
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I N D E X 
A p r i l 4, 1991 
Examiner H e a r i n g 
CASE NO. 94 2 0 PAGE 

APPEARANCES 192 

CMC WITNESSES: 
JOHN EDWARD McELHINEY 

Cross-Examination by Mr. Bruce 196 
GENEVIEVE B.C. YOUNG 
Exa m i n a t i o n by Examiner Catanach 198 
R e d i r e c t E x a m i n a t i o n by Mr. S t o v a l l 217 
F u r t h e r E x a m i n a t i o n by Examiner Catanach 221 

AMOCO WITNESS: 
JAMES W. HAWKINS • 
D i r e c t E x a m i n a t i o n by Mr. N i t c h e r 223 
Cross-Examination by Mr. Bruce 233 
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Cross-Examination by Mr. Dean 240 
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Exa m i n a t i o n by Examiner Catanach 261 
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Exa m i n a t i o n by Mr. S t o v a l l 275 
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FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 Old Santa Fe T r a i l 
Santa Fe> New Mexico 87501 

FOR DUGAN PRODUCTION JOHN A. DEAN, JR. ESQ. 
COMPANY: A t t o r n e y a t Law 

P. O. Drawer 1259 
Farmington, New Mexico 87499 

FOR MESA OPERATING MILLER, STRATVERT, TORGERSON & 
LIMITED PARTNERSHIP: SCHLENKER 

A t t o r n e y s a t Law 
(Not Present) BY: J. SCOTT HALL, ESQ. 

125 L i n c o l n Avenue, S u i t e 303 
Santa Fe, New Mexico 87501 

FOR MERIDIAN OIL, 
PHILLIPS PETROLEUM, 
MARATHON OIL COMPANY, 
and CONOCO, INC. 
BHP PETROLEUM, INC: 

FOR CONOCO, INC. 

KELLAHIN, KELLAHIN & AUBREY 
A t t o r n e y s a t Law 
BY: W. THOMAS KELLAHIN, ESQ, 
117 N o r t h Guadalupe 
Santa Fe, New Mexico 87501 

and 
THOMAS BURTON, ESQ. 
A t t o r n e y a t Law 
Post O f f i c e Box 2197 
Houston, Texas 77252 

FOR ARCO OIL & GAS 
COMPANY, TEXACO, INC., 
BLACKWOOD & NICHOLS 
COMPANY and AMOCO 
PRODUCTION COMPANY: 

FOR AMOCO PRODUCTION 
COMPANY: 

CAMPBELL & BLACK, P.A. 
A t t o r n e y s a t Law 
BY: WILLIAM F. CARR, ESQ. 
110 N o r t h Guadalupe 
Santa Fe, New Mexico 87501 

and 
ERIC L. NITCHER, ESQ. 
A t t o r n e y a t Law 
Amoco B u i l d i n g 
1670 Broadway 
Denver, Colorado 80201 
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APPEARANCES 
(Continued) 

FOR NORTHWEST RODEY, DlCKASON, SLOAN, AKIN & ROBB 
PIPELINE: A t t o r n e y s a t Law 
(Not P r e s e n t ) BY: PAUL A. COOTER, ESQ. 

123 East Marcy, S u i t e 101 
Santa Fe, New Mexico 87501 

FOR UNION OIL HINKLE, COX, EATON, COFFIELD & 
COMPANY OF HENSLEY 
CALIFORNIA: A t t o r n e y s a t Law 

BY: JAMES G. BRUCE, ESQ. 
500 M a r q u e t t e , N o r t h w e s t , S u i t e 800 
Albuquerque, New Mexico 87102 

FOR NASSAU RESOURCES: SUTIN, THAYER & BROWNE, P.C. 
A t t o r n e y s a t Law 

(Not Present) BY: RICHARD L.C. VIRTUE, ESQ. 
300 F i r s t I n t e r s t a t e Plaza 
150 Washington Avenue 
Santa Fe, New Mexico 87501 

FOR MCKENZIE METHANE TANSEY LAW FIRM 
CORPORATION: A t t o r n e y s a t Law 

BY: TOMMY B. ROBERTS, ESQ. 
Post O f f i c e Box 1020 
Farmington, New Mexico 87499 

* * * 
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EXAMINER CATANACH: C a l l the hearing t o order t h i s 

morning f o r Case 9420, and I ' l l l e t Bob c a l l the case. 

MR. STOVALL: This i s i n the matter of the Case 9420 

being reopened pursuant t o p r o v i s i o n s of D i v i s i o n Order 

No. R-8768, which order created the B a s i n - F r u i t l a n d Coal Gas 

Pool i n San Juan, Rio A r r i b a , McKinley and Sandoval Counties 

and promulgated temporary s p e c i a l r u l e s and r e g u l a t i o n s 

t h e r e f o r . This i s the second phase of the hearing. The 

o r i g i n a l phase was held on March 7th -

EXAMINER CATANACH: February. 

MR. STOVALL: — February — When was t h a t held? 

EXAMINER CATANACH: February 2 2nd. 

MR. STOVALL: February 22nd; a l l r i g h t . 

MR. McELHINEY: 21st ( s i c ) . 

MR. STOVALL: — 21st. Thank you, John. 

EXAMINER CATANACH: Okay. At t h i s time we're going t o 

c a l l f o r a d d i t i o n a l appearances of those p a r t i e s who were 

not i n attendance at the February 22nd hearing only. Are 

there a d d i t i o n a l appearances? 

MR. ROBERTS: Mr. Examiner, my name i s Tommy Roberts, 

and I'm an at t o r n e y i n Farmington, New Mexico. I'm 

appearing on behalf of McKenzie Methane Corporation. We 

have no witnesses. 

EXAMINER CATANACH: Are there any other a d d i t i o n a l 

appearances? 
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MR. STOVALL: Mr. Examiner, I am aware t h a t 

r e p r e s e n t a t i v e s of the Bureau of Land Management — Are 

there any other governmental agencies which are here and 

in t e n d t o enter a statement i n the record besides BLM? 

And Mr. Fellows, I b e l i e v e , w i l l be e n t e r i n g a 

statement a t the conclusion of the testimony and 

pr e s e n t a t i o n of the case. I s t h a t c o r r e c t ? 

MR. FELLOWS: That's r i g h t . 

EXAMINER CATANACH: Okay. Procedurally, how we're 

going t o go w i t h t h i s i s , we're going t o make a v a i l a b l e two 

witnesses from the l a s t hearing, a v a i l a b l e f o r any 

cross-examination; and a t t h i s time w e ' l l c a l l John 

McElhiney. 

MR. STOVALL: Mr. McElhiney. 

I ' l l note f o r the record t h a t Mr. McElhiney was 

p r e v i o u s l y sworn on d i r e c t examination and should be 

considered as s t i l l remaining under oath; and I have no 

questions f o r Mr. McElhiney and make him a v a i l a b l e f o r 

cross-examination. 

EXAMINER CATANACH: Are t h e r e questions of 

Mr. McElhiney? 

Mr. Bruce. 
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JOHN EDWARD McELHINEY, 

the Witness h e r e i n , having been p r e v i o u s l y duly sworn, was 

examined and t e s t i f i e d f u r t h e r as f o l l o w s : 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. Mr. McElhiney, r e f e r r i n g t o your E x h i b i t No. 2, 

which i s your --

MR. STOVALL: Excuse me. Jim, perhaps i t would be 

easier i f you went ahead and came up here f o r the co u r t 

r e p o r t e r and f o r everybody t o hear you. 

Q. (By Mr. Bruce) Anyway, Mr. McElhiney, r e f e r r i n g 

t o E x h i b i t 2, conventional w e l l versus the coal gas, the 

w e l l d e c l i n e curves, are there areas of t h i s pool where a 

coal gas w e l l d e c l i n e curve would look l i k e a conventional 

w e l l d e c l i n e curve? 

A. Yes. 

Q. What combination or combinations of r e s e r v o i r 

p r o p e r t i e s might r e s u l t i n a conventional curve? 

A. Well, t h e r e are a couple of d i f f e r e n t s i t u a t i o n s 

t h a t might render the coalbed w e l l s p r o d u c t i o n curve 

appearing l i k e a conventional w e l l . One might be a case of 

extremely low p e r m e a b i l i t y w i t h a water-saturated c l e a t , i n 

the case of the operator who has done an extremely good job 

of pumping the w e l l down immediately so t h a t the fr o n t - e n d 

p o r t i o n or the negative d e c l i n e would be almost nonexistent 
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i n time. 

I n other words, i f you were averaging 30-day 

pr o d u c t i o n , or something as we normally do when we do a l o t 

of economic e v a l u a t i o n s , you might not see i t . I t might 

only appear i n the very f i r s t few days of pro d u c t i o n . That 

might be one case. 

Another case might occur when you're i n an area 

of the coal where there i s very l i t t l e mobile water 

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

out s e t , and upon i n i t i a l p roduction there probably wouldn't 

be any negative i n c l i n e t o the curve at a l l . I t would 

simply s t a r t at i t s highest p o i n t and d e c l i n e , l o o k i n g very 

much l i k e a conventional w e l l . 

Q. So t h a t second issue, t h a t would be where there's 

low water i n the w e l l --

A. Yes. 

Q. — or no water i n the well? 

A. Yes, low or no water; t h a t ' s r i g h t . Very l i t t l e 

mobile water. 

Q. I s the a p p l i c a t i o n of the si m u l a t o r t h a t ICF used 

v a l i d under those circumstances? 

A. Yes, i t i s . 

MR. BRUCE: Thank you. 

EXAMINER CATANACH: Are there a d d i t i o n a l questions of 

t h i s witness? 

HUNNICUTT REPORTING 
MAUREEN R. HUNNICUTT, RPR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

198 

(No response.) 

EXAMINER CATANACH: You may be excused, Mr. McElhiney. 

At t h i s time w e ' l l c a l l Genevieve Young. 

MR. STOVALL: Again, I would note f o r the record t h a t 

Ms. Young was p r e v i o u s l y sworn upon d i r e c t examination and 

remains sworn f o r the purposes of t h i s hearing. 

EXAMINER CATANACH: Okay. I've got a few questions f o r 

Ms. Young. 

GENEVIEVE B.C. YOUNG, 

the Witness h e r e i n , having been p r e v i o u s l y duly sworn, was 

examined and t e s t i f i e d f u r t h e r as f o l l o w s : 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Ms. Young, would you please e x p l a i n f r a c t u r e 

h a l f - l e n g t h and how t h a t ' s determined? 

A. The f r a c t u r e h a l f - l e n g t h ? 

Q. Right. 

A. You look a t the size of your f r a c t u r e , your t o t a l 

l e n g t h from t i p t o t i p . I t ' s one-half of t h a t l e n g t h . So 

when we r e f e r t o a 100 or 300- or 500-foot f r a c t u r e 

h a l f - l e n g t h , i t i s one-half of the t i p - t o - t i p distance on 

the f r a c t u r e . 

And i n terms of how we selected the one — or the 

100-, the 300- or the 500-foot values, those were values 

decided by the committee. They f e l t t h a t t h a t s o r t of 
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covered the s i z e of s t i m u l a t i o n jobs t h a t would be 

considered or are c u r r e n t l y being implemented f o r 

s t i m u l a t i n g w e l l s i n the area. 

Q. I see. Can you e x p l a i n what f a c t o r s determine 

the gas content of a coal seam? 

A. What f a c t o r s ? 

Q. Yes. What f a c t o r s would determine how much gas 

i s i n a coal seam? I s t h a t --

A. You mean how we would a r r i v e a t the gas content 

f o r coal? I'm not sure I'm c l e a r on your question. 

Q. Well, yeah. Let me j u s t go on t o my next 

question. How do you determine a s o r p t i o n isotherm curve? 

A. As i t applies -- Let me c l a r i f y . Are you asking 

how we a r r i v e d at the s o r p t i o n isotherm t h a t was used f o r 

l o t s of t h i s work, or j u s t i n general? Because those 

isotherms are g e n e r a l l y measured i n the l a b o r a t o r y , and then 

t h a t would be where we would acquire the i n f o r m a t i o n . 

Q. Okay. The s o r p t i o n isotherm curve t h a t you used 

was -- was t h a t j u s t one curve t h a t was used i n your 

studies? 

A. I n the s e n s i t i v i t y analyses t h a t s o r p t i o n 

isotherm represents an average value from the m u l t i p l e 

curves t h a t were measured dur i n g the western cretaceous coal 

seam p r o j e c t . That was funded by GRI and completed by REI. 

And so what we d i d i s , we averaged the Langmuir constants 
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and came up w i t h an average curve t h a t was r e p r e s e n t a t i v e of 

t h a t area of the basin. 

I n the case of the Cedar H i l l h i s t o r y match, t h a t 

p a r t i c u l a r curve was a c t u a l l y a measured curve on the Mesa 

Hamilton No. 3 w e l l , and we used t h a t because i t ' s only two 

miles west of the Cahn w e l l , and t h e r e f o r e , we thought i t 

was a p p l i c a b l e . 

I n the case of the T i f f a n y h i s t o r y , Amoco had 

measured t h a t curve and then provided us t h a t l a b o r a t o r y 

data. 

Q. Do you n e c e s s a r i l y need a core sample t o generate 

t h a t curve? 

A. Well, i t ' s p r e f e r a b l e , you know, t h a t you have a 

measured curve. Now, i t ' s sometimes — you know, there's 

questionable data or something, so you might make m u l t i p l e 

passes at measuring the curve and then average i t out, but 

t h a t i s p r e f e r a b l e , yes, t o measure the curve on a core 

sample. 

Q. Now, would a curve g e n e r a l l y be w e l l - s p e c i f i c ? 

A. No. C o a l - s p e c i f i c or s i t e - s p e c i f i c , but I 

would 

Q. Site? 

A. No, i f you took a sample from a p a r t i c u l a r w e l l 

and measured an ad iso on i t , you might i n f a c t move t o 

another w e l l l o c a t i o n , take another sample and get a s l i g h t 
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d i f f e r e n c e i n your measurements. That's j u s t p a r t of the 

l a b o r a t o r y , you know, p a r t of t h a t , but, the ad i s o t h a t , 

f o r instance, was used from the Mesa Hamilton 3 w e l l and 

ap p l i e d t o Cedar H i l l , was g e n e r a l l y — i t was regarded as 

being a p p l i c a b l e t o t h a t general area. 

But as you move — As we move t o the T i f f a n y 

l o c a t i o n , which there's some distance between Cedar H i l l and 

T i f f a n y , the ad is o c h a r a c t e r i s t i c s changed, but i t ' s s t i l l 

the B a s i n - F r u i t l a n d c o a l , so i t i s s i t e - s p e c i f i c i n t h a t 

sense; but i n a f a i r l y t i g h t , w e l l - d e f i n e d area, you would 

l i k e l y see a very s i m i l a r ad is o i f measured under the same 

l a b o r a t o r y c o n d i t i o n s : moisture content, ash content and 

v a r i e t y of temperature. 

Q. From the isotherm curve could you then determine 

i n i t i a l gas-in-place i n an area, u n d e r l y i n g an area? 

A. From the s o r p t i o n isotherm you can determine the 

i n i t i a l gas content f o r the coal i n standard cubic f e e t per 

ton . I f you know, i n f a c t , the c o n d i t i o n s , l i k e the i n i t i a l 

pressure f o r the c o a l , so t h a t you need t o know t h a t piece 

of i n f o r m a t i o n t o go i n t o the equation and c a l c u l a t e the 

i n i t i a l gas content. 

You also need t o probably make some ki n d of 

c o r r e c t i o n f o r ash content, being c a r e f u l not t o apply — 

determine an i n i t i a l gas content on the basis of an ash-free 

coal i f , i n f a c t , your coal contains 30 percent ash. So 
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you've got — those types of c o r r e c t i o n s need t o be ap p l i e d . 

Once t h a t i n i t i a l gas content number i s 

c a l c u l a t e d from the s o r p t i o n isotherm, i t can then be placed 

i n the general equation f o r c a l c u l a t i n g reserves i n place, 

once an average value i s found f o r an area. 

Q. Could you please e x p l a i n the e f f e c t t h a t c l e a t 

p o r o s i t y has on the producing mechanism i n the r e s e r v o i r ? 

What f a c t o r or what p a r t does t h a t play? 

A. You mean i n terms of what you see i n the 

product i o n c h a r a c t e r i s t i c s of ttjie w ell? 

Q. Uh-huh. 

A. The c l e a t p o r o s i t y i s where the water i s sto r e d , 

and then once you — 

MR. KENDRID: Excuse me. Would you f o l k s t a l k t o us? 

We came t o the hearing --

MR. STOVALL: A l , why don't you move down a couple of 

rows too? I f you can't hear, I would suggest -- Well, do 

t h a t , but you've got t o move doWn a l i t t l e b i t . 

MR. KENDRID: You're not t a l k i n g loud enough. You're 

t a l k i n g from one end of the t a b l e t o the other. Please t a l k 

t o us. We came t o the hearing. We'd l i k e t o hear. 

A. The c l e t e p o r o s i t y i s the water storage. I t ' s 

where the water i s stored i n the c o a l . And once you can 

remove some of the water from the coal p o r o s i t y , you can 

then make room f o r gas t o desorb o f f of the coal surface, 
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move i n t o the complete system where the p o r o s i t y i s ; and 

then as the p o r o s i t y — I t h i n k what you're l o o k i n g f o r i s 

t h a t as the p o r o s i t y decreases, i t means th e r e i s less 

water, i n i t i a l water, i n place, i t takes less time t o 

dewater the c o a l , and gas production — the onset of the gas 

pr o d u c t i o n i s accelerated or i t comes on sooner. The more 

p o r o s i t y t h a t the coal c o n t a i n s j the more water th e r e i s i n 

place. I t j u s t takes longer. 'The dewatering process i s 

lengthened. 

MR. STOVALL: Hold on a secpond. 

(Discussion o f f the r e c o r d i ) 

Q. (By Examiner Catanach) Ms. Young, the dewatering 

process, i s t h a t g e n e r a l l y a one-time process or an ongoing 

process w i t h these wells? 

A. That's a good question. I f the coal i s — i t ' s 

k i n d of l i k e a water tank, you know, and i f you have a 

f i n i t e volume t h a t you're d r a i n i n g , and there's no i n f l u x 

from another source, i t would b^, what you would say, s o r t 

of a one-time process, as you remove the water and put gas 

i n the c l e a t space t o replace wljere the water once was. 

Now, i f f o r some reason t h a t coal was l i n k e d , you 

know, t o a source of water, an a q u i f e r or something, i f 

the r e was some connection where water could continue t o 

f l o o d i n t o the system t h a t you Were t r y i n g t o d r a i n , you 

know, then i t would not be a on^-time process. You'd j u s t 
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keep t r y i n g t o make more water. 

Q. I n the w e l l s t h a t you've looked a t , though, has 

t h i s g e n e r a l l y been a one-time process? 

A. Yes. For what we've seen f o r the T i f f a n y 

l o c a t i o n and the Cedar H i l l h i s t o r y matches, th e r e was not a 

replenishment of the water, as we understand i t . I mean 

there may be — i n other areas <f>f the basin t h i s may not 

apply. 

Q. I t h i n k I read i n the study t h a t the Cahn w e l l 

d u r i n g one of those periods was s h u t - i n f o r a two-month 

p e r i o d a f t e r which i t experienced a r i s e i n the r e s e r v o i r 

pressure. 

A. Yes. 

Q. Do you t h i n k t h a t wa$ due t o an i n f l u x of water 

back i n t o --

A. No. Reabsorption of the gases. The pressure was 

-- w h i l e the pressure was going;up, the gas was reabsorbing 

onto the c o a l ; and no, the way the Cedar H i l l problem was 

done, there was no replenishment. There was no a q u i f e r 

hooked up t o the model. 

Q. So you don't r e a l l y have any i n f o r m a t i o n as t o 

whether or not i f you shut one of these coal gas w e l l s i n , 

i f i n f a c t you'd lose some grouhd i n the dewatering process? 

A. I n the immediate are^ around the w e l l , yes, I 

t h i n k what you'd see i s you'd s^e water moving i n . You 

— 1 
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know, i f you were l o o k i n g at th£ immediate drainage area 

around a w e l l , and you had been pumping the w e l l and 

removing water; and i f f o r some reason you shut the w e l l i n 

f o r some pe r i o d of time, a few Jnonths, you would see areas 

beyond the drainage area where i t hadn't been dewatered. 

You'd see an i n f l u x i n t h a t sense. This would be i n the 

immediate r e g i o n of one w e l l . 

But as t o a c o n t i n u a l water supply i n an a q u i f e r 

sand or something r e p l e n i s h i n g i he F r u i t l a n d , i n a general 

sense I thought t h a t ' s what you were asking me, i s you know, 

i s t h e r e j u s t a c o n t i n u a l i n f l u x o f water coming from 

somewhere else? Not t o my knowledge i n t h i s area. 

But i n the immediate r e g i o n of the w e l l , i t ' s 

only dewatering out t o a c e r t a i n r a d i u s ; and then as you 

shut i t i n , and i t ' s no longer ijtoving t h a t water, more water 

from f u r t h e r out then would move i n ; and then, yes, i n t h a t 

sense you have set t h i n g s back a b i t , but you haven't l o s t 

any gas. During t h a t pressure r i s e t h a t gas i s reabsorbed 

onto the c o a l , so i t i s s t i l l t here t o be produced. 

Q. I t h i n k I also read i n the r e p o r t t h a t the coal 

— there was some r e l i e f i n the Cedar H i l l and T i f f a n y area. 

A. Yes. 

Q. Did you see any evidence t h a t the water was 

concentrated i n the lower s t r u c t u r a l p a r t of the coal and 

less up s t r u c t u r e , or d i d you eyen look a t th a t ? 
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A. I n i t i a l l y , a t i n i t i a l c o n d i t i o n s we assume t h a t 

the coal was 100 percent water-$aturated a t both — a t a l l 

e l e v a t i o n s . Then as dewatering began, what we saw was the 

appearance of gas i n the core space of the coal i n 

s t r u c t u r a l l y high p o s i t i o n s , mo^eso than a t s t r u c t u r a l l y low 

p o s i t i o n s , so from t h a t p o i n t of view, yes, ther e would have 

been — once e q u i l i b r i u m had be^n i n t e r r u p t e d -- I mean you 

were no longer i n e q u i l i b r i u m c o n d i t i o n s — you were seeing 

gas i n s t r u c t u r a l l y high places form as pressure -- as 

pressure f e l l , and i t was coming o f f the c o a l , water 

s a t u r a t i o n s being higher i n s t r u c t u r a l l y low p o s i t i o n s where 

dewatering wasn't t a k i n g place ifiaybe as e f f e c t i v e l y ; so yes, 

you see some s t r u c t u r a l overfraiding on the development of 

the gas, the f r e e gas s a t u r a t i o n . 

Q. So a w e l l t h a t was producing from a lower 

s t r u c t u r a l w e l l , t h a t would n e c e s s a r i l y b e n e f i t a higher 

s t r u c t u r a l w ell? 

A. I t could. I t could. 

Q. Am I c o r r e c t i n understanding t h a t the face c l e a t 

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

determined by core analysis? 

A. Oriented core a n a l y s i s from the Mesa Hamilton 3 

w e l l . 

Q. I s t h a t the only method by which you can 

determine the d i r e c t i o n ? 
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A. No. There are other methods f o r determining -- I 

mean, l o o k i n g a t cores i s an extremely good way of doing i t . 

I f there's a tendency, i f you have a s i t u a t i o n s i m i l a r t o 

Cedar H i l l , where you have not t>nly w e l l s , p r o d u c t i o n w e l l s , 

coalbed methane w e l l s , but you also have s t r a t e g i c a l l y 

l o c a t e d pressure monitor w e l l s , t h a t can say something about 

how f a s t the pressure way i s moying i n any given d i r e c t i o n , 

you know, n o r t h , south, east, wfest, you might be able t o 

make some k i n d of a q u a l i t a t i v e determination about a 

p r e f e r e n t i a l d i r e c t i o n f o r flow versus a d i r e c t i o n 

90 degrees t o t h a t , or approximately 90 degrees t o t h a t , 

where t h i n g s weren't moving q u i t e as f a s t . 

You might not be as p r e c i s e , but i t would 

confirm, f o r instance, o r i e n t e d core a n a l y s i s or something 

l i k e t h a t . There's also — I b e l i e v e there are some seismic 

techniques a p p l i e d t o look at open-fracture d i r e c t i o n s i n 

these coals. You know, but t h a t ' s r e a l l y beyond my 

knowledge, though. 

Q. Okay. Let me ask you t h i s : I s t h a t i n f o r m a t i o n 

c r i t i c a l i n running the s i m u l a t o r , the d i r e c t i o n ? 

A. The face c l e a t v e r s u i b u t t c l e a t d i r e c t i o n ? 

Q. Yes. 

A. Yes, I b e l i e v e i t ' s ̂ n important f a c t o r i n 

designing your g r i d . 

Q. Would the drainage area of a given w e l l , would 
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t h a t be more pronounced i n the d i r e c t i o n of the face c l e a t ? 

A. I d i d n ' t hear a l l of your question. 

Q. Would the drainage airea of a w e l l , would t h a t 

f o l l o w more along w i t h the d i r e c t i o n of the would i t be 

p a r a l l e l t o the d i r e c t i o n of t h ^ face c l e a t ? 

A. I f t h a t were the d i r e c t i o n of p r e f e r e n t i a l flow, 

you would get -- a drainage are^ would tend t o get 

e l l i p t i c a l i n shape, you know. I t ' s s o r t of an analogy 

th e r e i n conventional o i l and g£s, and you had a f r a c t u r e d 

carbonate r e s e r v o i r , and you'd iee development of 

e l l i p t i c a l , you know, drainage i r e a s . I t ' s the same kin d of 

t h i n g . 

Q. Let's t a l k a l i t t l e b i t about the f i x e d 

parameters t h a t were used i n t h ^ study and g e n e r a l l y how 

those were determined. 

A. With regard t o s e n s i t i v i t y analyses? I s t h a t 

what you're — 

Q. Yes. Okay. When these f i x e d parameters were 

used i n the s e n s i t i v i t y analyse^, were these averages of the 

var i o u s w e l l s i n the area? 

A. Well, f o r Area 1 som^ of those parameters were 

a c t u a l l y determined by averaging the values from the four 

w e l l s i n the western cretaceous coal seam p r o j e c t , and I 

be l i e v e t h a t i n p u t data i s summarized on E x h i b i t 15. 

There were four w e l l s i n t h a t study t h a t were — 
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s o r t of had a microscope — put under a microscope, and t h i s 

i n f o r m a t i o n , t h i s t a b u l a r summary, i s taken d i r e c t l y from 

REI's r e p o r t , t o p i c a l r e p o r t , t h a t was prepared by the Gas 

Research I n s t i t u t e . 

So some of the parameters t h a t you see, the 

values t h a t you see, i n E x h i b i t 78 a c t u a l l y represent 

averages from those four w e l l s . Others were p u l l e d from the 

l i t e r a t u r e or c o r r e l a t i o n charts or something of t h a t 

nature. But those parameters, Once they were gleaned from 

the l i t e r a t u r e or the p u b l i c domain, were presented i n 

t a b u l a r form t o the committee. 

Because of t h e i r working knowledge of the area, 

they could review those parameters, make ap p r o p r i a t e 

adjustments, based on t h e i r own experience, and s o r t of set 

those as being t y p i c a l of the area. 

Q. That was f o r Area 1; i s t h a t c o r r e c t ? 

A. Yes. 

Q. What d i d you do f o r Areas 2 and 3? 

A. Areas 2 and 3, i t wai a s i m i l a r process. 

Generally, a t a b l e j u s t l i k e t h i s one was constructed 

through the c o l l e c t i v e experience of the committee members. 

Just going down the l i s t , q u i t e simply going down the l i s t 

and saying, you know, "For pressure or f o r gas content, what 

are the kinds of values? People who are working i n t h i s 

general area, what are you seeiftg?" and then c o n s t r u c t i n g , 
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you know, r e p r e s e n t a t i v e averages f o r those areas. 

I might also add, yoji know, some of t h i s data i s 

based on l a b o r a t o r y measurements t h a t these operators are 

t a k i n g and some of i t i s f i e l d Experience, you know, t h i n g s 

t h a t they're seeing; but I couldn't s p e c i f i c a l l y t e l l you i n 

Areas 2 and 3 What i s lab-measured versus not. 

Q. Are most of these parameters, are they 

s i t e - s p e c i f i c generally? 

A. To fe degree, yes. i t ' s why, you know, averages 

have been takefi. Yes, they w i l l vary from one area, one 

w e l l l o c a t i o n Or one area t o another. So, yes. 

Q. So when you're running your s i m u l a t i o n , i t ' s 

important that;you have some accurate, f i x e d parameters? 

A. Yes; Yes, i t i s . 

Q. Generally, i n the study areas what type of w e l l 

completion were you d e a l i n g witlji? Was i t g e n e r a l l y 

p e r f o r a t e d , or were there some <ppen-hole completions? Do 

you know? 

A. I n the s e n s i t i v i t y analyses, i t was j u s t assumed 

t h a t these were case f r a c t u r e , s t i m u l a t e d k i n d of 

completions i n terms of l o o k i n g a t the v a r i a t i o n s i n 

f r a c t u r e h a l f - l e n g t h . I n terms of the c a v i t y completion 

technique, we never r e a l l y addressed t h a t type of 

s t i m u l a t i o n technique i n the s e n s i t i v i t y analyses. That 

also was not a p p l i c a b l e t o e i t h e r T i f f a n y or Cedar H i l l . 
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We ^rere running some very s l i g h t , negative scan 

on some of the w e l l s a t T i f f a n y because they had — Again, 

the r e was a l i t t l e b i t of s t i m u l a t i o n work, but they weren't 

h i g h l y s t i m u l a t e d w e l l s ; and at Cedar H i l l , by and la r g e 

they weren't s t i m u l a t e d . 

Q. Can the s i m u l a t i o n be done on an open-hole 

completion-type well? 

A. Oh, yes, c e r t a i n l y . 

Q. Looking at E x h i b i t 2̂ >, which i s -- t h i s i s i n the 

Cedar H i l l arefe, the p e r m e a b i l i t y -- i t seems t o i n d i c a t e 

t h a t the p e r m e a b i l i t y and p o r o s i t y can vary over a 

r e l a t i v e l y s h o r t distance, can Vary a la r g e amount over a 

r e l a t i v e l y short distance. I s t h a t your understanding? 

A. Yes. 

Q. Was i t t h i s way i n tljie T i f f a n y area as well? 

A. Yes, 

Q. Well, due t o these abrupt changes i n p o r o s i t y and 

p e r m e a b i l i t y , might the d e c i s i o n t o allow an i n f i l l w e l l or 

some d e c i s i o n l i k e t h a t , might t h a t not have t o be on an 

i n d i v i d u a l w e l l basis r a t h e r t h i n an area basis? 

A. On a s p e c i f i c area basis? 

Q. Right, because of th£se changes i n the 

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

A. Well, r e a l i s t i c a l l y , I t h i n k — yeah, I t h i n k 

each area should s o r t of be viewed i n terms of the data 
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a v a i l a b l e f o r t h a t p a r t i c u l a r area. 

Q. Pe r m e a b i l i t y i s one <j>f the main parameters i n 

determining i f a w e l l w i l l draiiji a c e r t a i n area or not? 

A. Yes, 

Q. What I'm saying i s , i f these p e r m e a b i l i t i e s vary 

so much i n a given area, the d i v i s i o n might have t o look at 

t h i s on a w e l l ~ b y - w e l l basis instead of an area basis. 

A. I t may be a semantics problem. I mean, when I 

said "area," I wasn't r e f e r r i n g t o l i k e Area 1 or Area 2 or 

Area 3 of the basin. I meant more a f i e l d - s i t e k i n d of 

basis where you're developing something on a l o c a l i z e d 

b asis. To view i t , t h a t i s a s i t e - s p e c i f i c -- look a t t h a t 

s i t e - s p e c i f i c basis t o make youij: d e t e r m ination. I t h i n k , 

yes, t h a t ' s reasonable. 

Q. Let me ask you t h i s : What geologic f a c t o r s would 

cause such a v a r i a t i o n i n t h i s R e l a t i v e l y s h o r t distance? 

Do you have an idea as t o what ijiight cause t h a t ? 

A. Good l o r d . Nothing i n geology i s homogeneous and 

i s o t r o p i c , and u n f o r t u n a t e l y we q u i t e f r e q u e n t l y make t h a t 

assumption when we're doing some of our modeling work, and 

there's probably a l i s t of a thousand reasons f o r why i t ' s 

not. 

Q. Okay. That's f i n e . 

Now, i n the study i n the s i m u l a t i o n t h a t you ran, 

c o n s i d e r a t i o n was given t o what or whether or not a w e l l was 
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producing from one or two or mô re coal seams; i s t h a t 

c o r r e c t ? 

A. Yes. 

Q. That was a l l taken iifito consideration? 

A. At Cedar H i l l i t c e r t a i n l y was where we had a 

du a l - l a y e r system. 

Q. Were there any w e l l s where they were producing 
i 

from more than two seams? 

A. Not at Cedar H i l l , n<t>. 

Q. T i f f a n y was a s i n g l e layer? 

A. P r i m a r i l y the area ŵ  modeled was a s i n g l e - l a y e r 

c o a l . Now, i n p a r t of the modej. area, a c t u a l l y the coal 

s p l i t up i n t o two sections, and we collapsed t h a t and 

modeled t h a t as a s i n g l e l a y e r , so i n t h a t sense we were 

b a s i c a l l y honoring the bulk of the g r i d area. But i n the 

T i f f a n y area, the coal geology becomes r a t h e r complicated; 

and i f you were doing a f a r mor^ d e t a i l e d k i n d of an a l y s i s 

and s i m u l a t i n g a much l a r g e r s e c t i o n of T i f f a n y , you would 

c e r t a i n l y have t o do i t as a m u l t i l a y e r problem. 

Q. I s i t p o s s i b l e t h a t Various coal seams w i t h i n a 

given area have d i f f e r e n t c h a r a c t e r i s t i c s , d i f f e r e n t --

A. Abs o l u t e l y , a b s o l u t e l y . 

Q. Could they have d i f f e r e n t drainage 

c h a r a c t e r i s t i c s as a r e s u l t of 4-

A. Yes, because they're going t o have d i f f e r e n t 
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p e r m e a b i l i t i e s , d i f f e r e n t KH products. 
i 

Q. Ms. Young, a l o t of E f f o r t w a s apparently put 

f o r t h i n t o the h i s t o r y match p o r t i o n of the s i m u l a t i o n . I s 

i t advisable f o r an operator who wants t o come i n w i t h an 

i n d i v i d u a l case t o attempt t o h i s t o r y match h i s area? 

A. Here's my own p r e j u d i c e coming through: I t h i n k 

s i m u l a t i o n work i s a very e f f e c t i v e t o o l f o r analyzing 

performance data, so I would be i n c l i n e d t o answer t h a t 

question yes, but there are o t h ^ r p o i n t s of view too. 

Q. Can you run the s e n s i t i v i t y analyses w i t h o u t 

doing a h i s t o r y match? 

A. Yes, you could. 

Q. Presumably i t won't be as accurate? 

A. Well, p a r t of the p o i n t of doing the h i s t o r y 

match work was t o f u r t h e r c h a r a c t e r i z e the coal p r o p e r t i e s , 

which would then be used as inpi|it i n the s e n s i t i v i t y 

analyses; but i f , f o r instance, you know, f o r a s p e c i f i c 

f i e l d s i t e those coal p r o p e r t i e s were f a i r l y w e l l defined 

through core measurements and a v a r i e t y of other methods, 

and you chose t o run a se r i e s o^ -- simulate a se r i e s of 

s e n s i t i v i t y runs on t h a t s p e c i f i c area where you hadn't 

n e c e s s a r i l y done a h i s t o r y match as such, you s t i l l may have 

v a l i d i n p u t data. But p a r t of vjrtiat we wanted t o do, i n 

terms of the h i s t o r y match workj was t o o b t a i n a d d i t i o n a l 

i n f o r m a t i o n on coal p r o p e r t i e s , and then, you know, v a l i d a t e 
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, 1 — — — — 

the t o o l t h a t was being used t o make the s e n s i t i v i t y runs, 

t o provide a comfort l e v e l on i t s a b i l i t y t o p r e d i c t 

performance. 

Q. I j u s t want t o t a l k fe l i t t l e b i t about the 

s i m u l a t i o n , the a c t u a l s i m u l a t i o n r e s u l t s , and I t h i n k you 

can j u s t r e f e r t o these -- there's j u s t some general 

questions about the char t t h a t you presented. 

A. Could you t e l l me thfe e x h i b i t number so I 

could — 

Q. 80, I was using. 

A. Okay. 

Q. Now, the percent of i n i t i a l gas-in-place, i s t h a t 

assuming t h a t t h i s i s a standar<jl -- t h i s i s a s e c t i o n , a 

640-acre s e c t i o n , t h a t we're t a l k i n g about i n each of these 

cases? 

A. Well, the answer t o your question i s yes and no. 

I t r e a l l y doesn't matter, because i f you had, l e t ' s say, as 

an example, 160-acre w e l l spacing, i f you d i d one w e l l 

s i t t i n g i n 160 acres, whatever t h a t cumulative production at 

some p o i n t i n time i s as a f r a c t i o n of what was i n i t i a l l y 

t h e r e , t h a t percentage w i l l be the same whether you have one 

w e l l i n 160 acres or four w e l l s j i n 640 acres, because the 

cumulative volume j u s t went up by f o u r , but so d i d the 

i n i t i a l gas-in-place, so the raij:io w i l l remain the same. 

These percents of IGIP s o r t of tkave t h a t — and how much i n 
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the way of ac r e - f e e t you're l o o k i n g a t has s o r t of been 
| 

normalized out of the value. 

Q. So I t ' s a l l r e l a t i v e t o what i t s spacing s i z e i s 

then? 

A. Yeah. 

Q. A w e l l on 160 acres ^ i l l d r a i n 8.7 percent --

A. Right. 

Q. -- of the reserves uijider t h a t 160-acre t r a c t ? 

A. Right. 

Q. What the char t i s b a s i c a l l y t e l l i n g us then — 

Well, a t some of the higher l e v e l s of p e r m e a b i l i t y , you're 

not going t o recover a whole l o t more gas by d r i l l i n g two 

w e l l s than you would by d r i l l i n g one well? 

A. No. At a higher p e r m e a b i l i t y the whole process 

i s a l o t more e f f i c i e n t . 

Q. But i n areas where your p e r m e a b i l i t y i s q u i t e 

s m a l l , the drainage i s not very e f f i c i e n t , and you may, i n 

f a c t , have t o d r i l l two wells? 

A. I n terms of drainage e f f i c i e n c y , t h a t ' s t r u e . 

EXAMINER CATANACH: I t h i n ^ : t h a t ' s a l l I have. I t h i n k 

Bob has a couple of questions. 

MR. STOVALL: I would l i k e t o f o l l o w up, Mr. Examiner, 

i f I might, w i t h j u s t a couple <j)f questions on what you've 

asked j u s t f o r c l a r i f i c a t i o n . 

REDIRECT EXAMINATION 
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BY MR. STOVALL: 

Q. As I understand the £ x a m i n e r / s questions, 
i 

Ms. Young, he's l o o k i n g a t — W e l l / l e t m e back up. The 

study t h a t you d i d i s , you took t h i s very l a r g e basinwide 

area and broke i t i n t o the thre£ — f o r the s e n s i t i v i t y 

study -- thre e s u b d i v i s i o n s w h i t h are s t i l l q u i t e l a r g e ; i s 

t h a t not cor r e c t ? 

A. Yes. And very p o o r l y defined as w e l l . 

Q. And i n making those s e n s i t i v i t y analyses i n those 

areas, what you d i d was t r y t o f i n d an acceptable value as 

determined by the committee. 

A. Yes* 

Q. And then you plugged those values i n t o the 

si m u l a t o r and came up w i t h whatl's r e a l l y what you're c a l l i n g 

some generalized r e s u l t s , and y<pu could p r e d i c t some trend s ; 

i s t h a t c o r r e c t ? 
A. Yes, on the basis of c e r t a i n v a r i a t i o n s , yes. 

Q. Now, am I c o r r e c t i n assuming i f you were t o take 
i 

t h a t same model and reduce the ferea of study and t h e r e f o r e 

e l i m i n a t e the reduce the range of the v a r i a b l e i n p u t , 

t h a t you could a c t u a l l y probably get a more accurate 

a n a l y s i s w i t h i n a -- we're not t a l k i n g about an area, say, a 

township or two, something l i k e j t h a t , much smaller than the 

areas as defined i n the r e p o r t , you could take the same 

model, put i n more accurate i n f o r m a t i o n a v a i l a b l e from — 
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A. The s i t e - s p e c i f i c area. You know, where, i f you 

had the data very w e l l d e fined f o r a p a r t i c u l a r l o c a t i o n , 

and you i n p u t t h a t as your f i x e d parameters and then work 

through v a r i a t i o n s i n what we'd c a l l your " v a r i a b l e 

parameters" and run a simulated s e r i e s of s e n s i t i v i t y runs, 

you know, those performance p l o t s are going t o be -- they're 

i n a d i r e c t response t o what you've defined as f i x e d 

parameters. I f you don't have ^ high l e v e l of confidence i n 

those, then you wouldn't i n t h e j r e s u l t and v i c e versa. Do 

you see what I'm — 

Q. Okay. I t h i n k I'm understanding what you're 

saying. Okay. 

So i n other words, iiji the context i f an operator 

came i n f o r a, say, i n f i l l d r i l l i n g program a p p l i c a t i o n , 

they could take your model, provide some data from t h e i r 

area, which would h o p e f u l l y narrow the range of those 

parameters, make them more accurate, and provide some much 

more s p e c i f i c i n f o r m a t i o n and provide the d i v i s i o n w i t h more 

a b i l i t y t o draw some conclusions^ about the appropriateness 

of say an i n f i l l program i n t h a t smaller, s p e c i f i c area; i s 

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

A. Ab s o l u t e l y . 

Q. Does t h i s t e x t -- Dcies the i n f o r m a t i o n which i s 

generated by your model provide a basis f o r an operator who 

doesn't have, say, access t o i t , t o come i n and say, "Okay 
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The model shows t h a t i f t h i s occurs, then t h i s i s the l i k e l y 

r e s u l t . I found t h a t t h i s occurs, and wh i l e I haven't been 

able t o model i t , I can p r e d i c t t h a t t h i s i s the r e s u l t " ? 

For example, p e r m e a b i l i t y . " I <f:an p r e d i c t p e r m e a b i l i t y . " 

A. Yeah. I be l i e v e the answer t o your question i s 

yes. I mean, i f an operator t h i n k s t h a t h i s p a r t i c u l a r 

r e s e r v o i r has approximately these p r o p e r t i e s , you know, and 

he goes i n t o these charts and he says, "And based on 

10 m i l l i d a r c i e s p e r m e a b i l i t y , t h i s i s about what I t h i n k I'm 

going t o be l o o k i n g f o r , " and he doesn't have a l o t of 

s p e c i f i c data f o r h i s area, but he t h i n k s t h a t the 

p r o p e r t i e s l i s t e d here f o r f i x e d parameters are f a i r l y 

c l o se, t h a t ' s a reasonable use <j>f the data t h a t ' s here. 

Q. Okay. So as we, i n a n t i c i p a t i o n , I t h i n k , what 

we're a n t i c i p a t i n g i s t h a t we w i l l see some i n f i l l d r i l l i n g 

a p p l i c a t i o n s . I n order t o support those a p p l i c a t i o n s , an 

operator i s i n the best p o s i t i o h i f he can take some 

r e a l - w o r l d data from h i s s p e c i f i c area and put i t i n t o the 

models and simulate t h a t s p e c i f i c area based upon a proven 

model; i s t h a t correct? 
i 

A. Yes, i t i s . 
i 

Q. But i f he doesn't have access t o t h a t model, i f 

he can come i n and say, "We have some r e a l - w o r l d data. For 

example, we can determine our p e r m e a b i l i t y . Here's 

10 m i l l i d a r c i e s , and we have some 
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standard-cubic~feet-of-gas-per-ton-of-coal i n f o r m a t i o n , some 

r e s e r v o i r c h a r a c t e r i s t i c s , and Although we can't model i t , 

we can p r e d i c t , based upon what 

we need --" 

model t h i s has shown, t h a t 

A. Yeah. 

them. Does t h a t make sense 

Q. "-- we need an i n f i l l program t o e f f e c t i v e l y 
j 

d r a i n the area** — 

A. Yes, 

Q. — BO t h a t would be f - would t h a t be your 

recommendation as t o how best t̂» demonstrate the 

appropriateness of an i n f i l l program? Pr e f e r a b l y using the 

model, but second choice i s usi^ig the parameters which the 

model i d e n t i f i e s and then apply 

t o you? 

A. I b e l i e v e the answer t o your question i s yes. 

Q. Try i n g t o give him some guidance, i n other words. 

Assuming t h a t they want an i n f i l l , how best t o j u s t i f y t h a t 

i n f i l l program, and i t seems t o 

given them the t o o l , the model, 

some i n f o r m a t i o n they could use 

t o o l ? 

me t h a t those -- t h a t you've 

but you've also given us 

wit h o u t using the model 

A. Yes. 

EXAMINER CATANACH: One mojre followup on t h a t , 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 
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Q. You know, you've e s t a b l i s h e d a range f o r your 

v a r i a b l e parameters i n these c h a r t s . What i f t h e i r f i x e d 

parameters vary somewhat from t l i e ones you have? Would t h a t 

n e c e s s a r i l y throw o f f the model, the model t h a t you've 

c a l l e d f o r ? J 

A. I t would depend on t^ie i n d i v i d u a l parameter, t h a t 

There's not an easy answer i o t h a t . I t depends on what 

i t i s . 

Q. But anything could tjirow i t o f f ? 

A. Well, again, i t depends on what i t i s . I f — oh, 

f o r instance, here on E x h i b i t 71}, j u s t an example of what 

I'm saying i s , i n the p a r t i c u l a j : case of -- I'm searching 

water s a t u r a t i o n was not, i n 

were determined t h a t i t was 

f o r a good example. I f i n i t i a l 

f a c t , a hundred percent, and i t 

a c t u a l l y 95 percent, i t was 5 percent f r e e gas i n the c o a l , 

t h a t would make a d i f f e r e n c e , depending upon the r e l a t i v e 

p e r m e a b i l i t y behavior f o r t h a t c o a l . 

On the other hand, you know, i f i t t u r n s out t h a t 

an operator were t o come before you, and ev e r y t h i n g i n the 

way of these values was e x a c t l y as you see on t h i s l i s t , but 

he was going t o be operating i t ! a t f l o w i n g bottomhole — a 

f l o w i n g bottomhole pressure of ^00 pounds instead of 100, 

t h a t might not make as much d i f f e r e n c e . I t might not 

throw — 

11 j u s t depends on trie i n d i v i d u a l , i n i t i a l 
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p r e s s u r e . Where you s t a r t e d on t h e s o r p t i o n i s o t h e r m , t h a t 

can make a d i f f e r e n c e . I mean, you have t o t a k e a l o o k a t 

e v e r y t h i n g , t a k e n i n c o m b i n a t i o n t o know how much v a r i a t i o n . 

I t ' s a v e r y d i f f i c u l t answer t o g i v e you. I t ' s n o t b l a c k o r 

w h i t e . 

MR. STOVALL: I un d e r s t a n d . 

EXAMINER CATANACH: Are t h e r e a d d i t i o n a l q u e s t i o n s o f 

t h i s w i t n e s s ? 

(No response.) 

EXAMINER CATANACH: I f n o t , you may be excused. 

At t h i s t i m e I t h i n k we're g o i n g t o a l l o w some 

a d d i t i o n a l . Mr. K e l l a h i n o r Mr. Carr. 

MR. STOVALL: L e t me ask f i r s t t h a t any w i t n e s s e s who 

are g o i n g t o t e s t i f y or may t e s t i f y , s t a n d and be sworn i n 

a t t h i s t i m e . 

(The w i t n e s s e s were d u l y sworn.) 

MR. STOVALL: Mr. Carr, I b e l i e v e Amoco i s g o i n g t o go 

f i r s t . I s t h a t t h e c o r r e c t , agreed-upon order? 

MR. CARR: That's r i g h t , Mr. S t o v a l l . Mr. N i t c h e r w i l l 

c onduct t h e d i r e c t e x a m i n a t i o n f o r Amoco. 

(Amoco E x h i b i t s 1, 2 and A were 

marked f o r i d e n t i f i c a t i o n , ) 

JAMES W. HAWKINS, 

th e Witness h e r e i n , h a v i n g been p r e v i o u s l y d u l y sworn, was 
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examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. NITCHER: 

Q. Mr. Examiner, Mr. S t o v a l l , my name i s E r i c 

N i t c h e r . I'm w i t h Amoco P r o d u c t i o n Company, a p p e a r i n g i n 

a s s o c i a t i o n w i t h Campbell & Bla c k , Mr. Carr. We j u s t have a 

few q u e s t i o n s o f Mr. Hawkins today. To supplement t h e 

t e s t i m o n y we have handed out t h r e e e x h i b i t s . As y o u ' l l see 

t h e r e ' s an E x h i b i t 1 and 2, and t h e t h i r d one was E x h i b i t A 

which was marked as an e x h i b i t a t t h e l a s t , so t h e e x h i b i t 

numbers do n o t match. I guess I ' l l j u s t s t a r t w i t h 

Mr. Hawkins. 

Mr. Hawkins, would you p l e a s e s t a t e your f u l l 

name and your bu s i n e s s address? 

A. James W. Hawkins, 1670 Broadway, Denver, 

Colorado. 

Q. By whom are you employed and i n what c a p a c i t y ? 

A. Amoco P r o d u c t i o n Company, s e n i o r p e t r o l e u m 

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

a c t i v i t y i n New Mexico and Colorado and a few o t h e r s t a t e s . 

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

commission and your q u a l i f i c a t i o n s as an e x p e r t i n p e t r o l e u m 

e n g i n e e r i n g been accepted? 

A. Yes, I have. 

Q. Did you p a r t i c i p a t e as a member o f t h e 
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B a s i n - F r u i t l a n d Coal Methane Committee? 

A. Yes, I d i d . 

MR. NITCHER: I would submit Mr. Hawkins as an e x p e r t 

i n p e t r o l e u m e n g i n e e r i n g . 

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

Q. (By Mr. N i t c h e r ) Mr. Hawkins, have you prep a r e d 

some e x h i b i t s today? 

A. Yes, I have. 

Q. How many have you prepared? 

A. I've g o t t h r e e e x h i b i t s . 

Q. Before we go i n t o t h e e x h i b i t s , would you b r i e f l y 

e x p l a i n what Amoco P r o d u c t i o n Company's p o s i t i o n and 

recommendation t o t h e NMOCD i s i n t h i s h e a r i n g ? 

A. Yes. Amoco recommends t h a t t h e c u r r e n t f i e l d 

r u l e e s t a b l i s h i n g 320-acre s p a c i n g f o r t h e B a s i n - F r u i t l a n d 

Coal Pool be made permanent. We a l s o s u p p o r t t h e a d o p t i o n 

o f t h e proposed a d m i n i s t r a t i v e amendments by M e r i d i a n 

r e g a r d i n g t h e nonstandard p r o r a t i o n u n i t s . 

We s u p p o r t t h e a d o p t i o n o f t h e proposed r u l e t h a t 

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

w e l l on 320-acre s p a c i n g i n s p e c i f i c , d e f i n e d areas o f t h e 

p o o l . T h i s was handed o u t as E x h i b i t A, and i t ' s b a s i c a l l y 

a m o d i f i c a t i o n o f t h e language t h a t was proposed by Unocal. 

Q. Mr. Hawkins, t u r n i n g t o E x h i b i t 1, c o u l d you j u s t 

b r i e f l y go over t h e i m p o r t o f t h e e x h i b i t and e x p l a i n t o t h e 
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commission and t h e people here today why you t h i n k t h i s i s 

i m p o r t a n t f o r t o d a y ' s h e a r i n g ? 

Q. E x h i b i t 1 i s a comparison o f methane r e c o v e r y f o r 

one w e l l p e r 320-acre development v e r s u s two w e l l s per 

320-acre development. I t ' s based on t y p i c a l area c o n d i t i o n s 

found i n Area 1. The data comes from t h e E x h i b i t 80 i n t h e 

San Juan Basin c o a l b e d s p a c i n g s t u d y , and you mi g h t want t o 

t u r n t o t h a t page and l o o k a t some o f t h a t . 

We've used a p o r o s i t y o f 2.5 p e r c e n t , which i s on 

t h e f a r r i g h t - h a n d s i d e o f t h a t e x h i b i t . We've a l s o used 

t h e 1 0 0 - f o o t f r a c t u r e cases and a l l o f t h e p e r m e a b i l i t y 

ranges from 1 t o 50 m i l l i d a r c i e s , and we're l o o k i n g a t a 

50 MCFD c u t o f f , which i s a f i x e d abandonment r a t e f o r a l l o f 

t h e cases t h a t were s i m u l a t e d . 

As you can see, t h e one w e l l per 320-acre spacing 

r e c o v e r e d e s s e n t i a l l y t h e same volume and d r a i n s e s s e n t i a l l y 

t h e same area as two w e l l s per 320-acre s p a c i n g . One w e l l 

would r e c o v e r on t h e average i n our e x h i b i t 55.5 p e r c e n t o f 

t h e g a s - i n - p l a c e . Two w e l l s would r e c o v e r 56.3 p e r c e n t o f 

t h e g a s - i n - p l a c e . The d i f f e r e n c e i s about one p e r c e n t . 

The average case t h a t we're showing here on t h e 

screen i s g e n e r a l l y r e p r e s e n t a t i v e o f t h e 5 - m i l l i d a r c y case 

t h a t ' s shown on t h i s page. I f you drop down about h a l f w a y 

down t h e page t o t h e 5 - m i l l i d a r c y p e r m e a b i l i t y , t h e 1 0 0 - f o o t 

f r a c t u r e cases, t h e n move over across t h a t l i n e , t h e t o p two 
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l i n e s , one shows a t 50 MCFD, 57.7 p e r c e n t o f g a s - i n - p l a c e 

r e c o v e r e d . On 320, i t ' s 56.8 p e r c e n t o f t h e g a s - i n - p l a c e 

r e c o v e r e d . 

The cases t h a t we have used here, t h e .25 p e r c e n t 

p o r o s i t y and t h e 5 - m i l l i d a r c i e s - t y p e average are g e n e r a l l y 

s i m i l a r t o t h e Cedar H i l l and t h e T i f f a n y areas t h a t were 

h i s t o r y matched; and I t h i n k i t i s i m p o r t a n t t o no t e t h a t 

t h o s e were t h e o n l y two s i t e - s p e c i f i c areas t h a t were 

a c t u a l l y h i s t o r y matched i n t h i s s t u d y , and so would be 

r e p r e s e n t a t i v e o f t h e most a c c u r a t e i n f o r m a t i o n t h a t we 

a c t u a l l y have t o d e a l w i t h . 

I f you were t o l o o k a t E x h i b i t 18, i t shows t h e 

p o r o s i t y and p e r m e a b i l i t i e s t h a t are r e s u l t a n t o f t h e 

h i s t o r y match i n Cedar H i l l , and t h e p o r o s i t y averages about 

3.5 p e r c e n t and t h e p e r m e a b i l i t y i s j u s t a l i t t l e over 

5 m i l l i d a r c i e s , t h e average i s . 

I f you l o o k a t E x h i b i t 56, i t shows t h a t same 

i n f o r m a t i o n f o r T i f f a n y , and t h e p o r o s i t y averages 

.75 p e r c e n t , l e s s t h a n one p e r c e n t , and t h e average 

p e r m e a b i l i t y i s l e s s t h a n 1.5 m i l l i d a r c i e s , so we f e e l l i k e 

t h e d a t a t h a t ' s shown on t h i s page i s v e r y r e a l i s t i c , 

p a r t i c u l a r l y o f Area 1, and g e n e r a l l y i s a good case t o 

e v a l u a t e when we are l o o k i n g a t spa c i n g i n a broad, o v e r a l l 

p i c t u r e . 

Q. Mr. Hawkins, t u r n i n g t o E x h i b i t No. 2, c o u l d you 
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b r i e f l y e x p l a i n t o t h e commission t h e i m p o r t o f t h i s 

e x h i b i t ? 

A. E x h i b i t 2 shows an economic a n a l y s i s comparing 

c o a l b e d methane development on one w e l l f o r 320 acres v e r s u s 

two w e l l s f o r 320 ac r e s . The a n a l y s i s i s based on t h e 

assumptions shown a t t h e bottom o f t h e page. 

I t h i n k some o f t h e key p o i n t s t h e r e are t h a t 

we're u s i n g a d o l l a r per MCF as a p r o d u c t p r i c e . T h i s i s 

s i m i l a r t o a p r i c e o f , say, $1.50, l e s s a g a t h e r i n g and 

t r a n s p o r t a t i o n f ee o f 50 c e n t s , so t h e net-back p r i c e a t t h e 

w e l l h e a d would be r o u g h l y a d o l l a r . I know t h a t can v a r y , 

b u t t h i s i s , we t h i n k , g e n e r a l l y reasonable and c u r r e n t i n 

t h e market today. 

The p r o d u c t i o n p r o f i l e s t h a t are used i n t h i s 

economic a n a l y s i s i s t h e 5 - m i l l i d a r c y p e r m e a b i l i t y case, 

u s i n g t h e 1 0 0 - f o o t f r a c i n Area 1, s i m i l a r t o what we showed 

on t h e p r e v i o u s e x h i b i t . As you can see, t h e economics t o 

develop t o one w e l l per 320 acres v e r s u s two w e l l s per 

320 acres i s s i g n i f i c a n t l y h i g h e r , and we t h i n k t h a t t h e s e 

economics would be r e p r e s e n t a t i v e o f o p e r a t o r s i n g e n e r a l 

and g e n e r a l l y r e p r e s e n t a t i v e o f average w e l l s d r i l l e d and 

produced i n Area 1. 

Q. Mr. Hawkins, do t h e economics you have s e t f o r t h 

i n E x h i b i t 2 t a k e i n t o c o n s i d e r a t i o n t h e c u r r e n t t a x c r e d i t 

a f f o r d e d p r o d u c t i o n from t h e B a s i n - F r u i t l a n d Coal Pool? 
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A. No, t h e y do n o t . 

Q. Why do t h e y not? 

A. We r a n t h e economics b o t h w i t h and w i t h o u t t h e 

t a x c r e d i t , and we dec i d e d n o t t o use i t . As I used t h e — 

t h e t a x c r e d i t case, t h a t i s . As I u n d e r s t a n d i t , o n l y 

w e l l s d r i l l e d p r i o r t o t h e end o f 1992 are e l i g i b l e f o r t h e 

t a x c r e d i t . We doubt t h a t a l l t h e e n t i r e p o o l c o u l d be 

developed i n t h a t t i m e f r a m e ; and t h e r e f o r e , many o f t h e 

w e l l s w o u l d n ' t be e l i g i b l e f o r t h e t a x c r e d i t . 

Second, we're n o t sure t h a t a l l o f t h e owners can 

t a k e advantage o f t h e t a x c r e d i t , and i t m i g h t n o t be 

r e p r e s e n t a t i v e o f equal o p p o r t u n i t y f o r a l l o f t h e o p e r a t o r s 

i n t h e b a s i n . We b e l i e v e t h a t t h e economics o f t h e 

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

o p p o r t u n i t y f o r a l l w e l l s and a l l o p e r a t o r s i n t h e base. 

Q. The e x h i b i t s you have p r e s e n t e d have o n l y 

c o n s i d e r e d Area 1. Have you c o n s i d e r e d Areas 2 and 3 as t o 

what t h e a p p r o p r i a t e s p a c i n g s h o u l d be w i t h i n Areas 2 and 3? 

A. Yes, I have. We've reviewed t h e ICF r e p o r t 

s e n s i t i v i t y a n a lyses i n Areas 2 and 3, and t h e s e analyses 

e v a l u a t e many c o m b i n a t i o n s o f r e s e r v o i r c o n d i t i o n s which 

m i g h t e x i s t i n t h e B a s i n - F r u i t l a n d Coal Pool. I t ' s 

i m p o r t a n t t o note t h a t these are not s i t e - s p e c i f i c cases, 

t h a t t h e y ' r e p o s s i b l e c o m b i n a t i o n s o f r e s e r v o i r c o n d i t i o n s . 

The summary o f these cases are shown on t h e 
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e x h i b i t s i n t h e s t u d y , E x h i b i t s 109 and 110 f o r Area 2, and 

E x h i b i t 129 and 130 f o r Area 3. 

I would l i k e you t o t u r n t o E x h i b i t 109 i n 

Area 2, and t h i s e x h i b i t shows, s i m i l a r t o what we lo o k e d a t 

on E x h i b i t 80, some cases t h a t e v a l u a t e p e r c e n t r e c o v e r y o f 

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

I f we t a k e , f o r example, 5 - m i l l i d a r c y 

p e r m e a b i l i t y range and 10 0 - f o o t f r a c case -- and i n t h i s 

i n s t a n c e I'm l o o k i n g a t l i n e s 5 and 6, and i f I move a l l t h e 

way across t h e page t o i n i t i a l r e s e r v o i r p r e s s u r e cases a t 

300 p s i a and l o o k a t t h e 20 MCFD, f i x e d - r a t e c u t o f f , you can 

see t h a t l i n e 5 r e p r e s e n t s 160-acre w e l l d e n s i t y case, and 

i t shows t h a t t h a t one w e l l per 160 d e n s i t y would r e c o v e r 

38.7 p e r c e n t o f t h e g a s - i n - p l a c e ; and i f you drop down t o 

t h e n e x t l i n e , which i s t h e one w e l l per 320-acre d e n s i t y , 

and i t shows t h a t t h a t would r e c o v e r 37.9 p e r c e n t o f t h e 

g a s - i n - p l a c e . W e l l , t h e d i f f e r e n c e here i s l e s s t h a n 1 

p e r c e n t . 

I f you l o o k i n Area 3, j u s t as ano t h e r s i m i l a r 

example -- and i t ' s E x h i b i t 129, and w e ' l l use t h e 

1 - m i l l i d a r c y case i n t h i s i n s t a n c e -- and I'm a g a i n l o o k i n g 

a t l i n e s 5 and 6 o f t h e t a b l e , and i f you s l i d e a l l t h e way 

across t h e page a g a i n t o t h e 650-psia c o n d i t i o n s , i t shows 

t h a t on l i n e 5 a 160-acre development would r e c o v e r 

44.5 p e r c e n t o f t h e g a s - i n - p l a c e ; and t h e n below t h a t t h e 
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320-acre development 43.2 p e r c e n t o f t h e g a s - i n - p l a c e , which 

i s j u s t s l i g h t l y over 1 p e r c e n t , t h e g a s - i n - p l a c e d i f f e r e n c e 

a g a i n . 

When you c o n s i d e r a f i x e d - r a t e abandonment i n a l l 

o f t h e cases i n Area 2 and Area 3 t h a t were r u n i n t h e 

s e n s i t i v i t y a n a l y s e s , and you l o o k a t t h o s e cases t h a t 

g e n e r a l l y are r e c o v e r i n g g r e a t e r t h a n , say, 10 p e r c e n t o f 

t h e g a s - i n - p l a c e , which i s a r e a l i s t i c r e c o v e r y , t h e n , one 

w e l l f o r 320 acres d r a i n s e s s e n t i a l l y t h e same volume, and 

i t r e c o v e r s e s s e n t i a l l y t h e same r e s e r v e s as two w e l l s on 

320 a c r e s . The d i f f e r e n c e i s g e n e r a l l y about 1 p e r c e n t o f 

t h e g a s - i n - p l a c e i n every case. 

The two w e l l s f o r 320-acre cases p r i m a r i l y are 

r a t i n g a c c e l e r a t i o n o f t h e same r e s e r v e s t h a t one w e l l f o r 

320 would r e c o v e r . C l e a r l y t h e s e n s i t i v i t y a n a l y s e s 

i n d i c a t e one w e l l i s capable o f d r a i n i n g a 320-acre area. 

I n my o p i n i o n , a l l o f these s e n s i t i v i t y cases 

s u p p o r t t h e e s t a b l i s h m e n t o f 320-acre s p a c i n g t h r o u g h o u t t h e 

p o o l . 

Q. Okay. Mr. Hawkins, you have r e v i e w e d t h e 

proposed language t h a t a l l t h e o p e r a t o r s have p r e s e n t e d f o r 

t h e s p e c i f i c f i e l d r u l e s , have you not? 

A. Yes. 

Q. And Amoco, i n c o n j u n c t i o n w i t h o t h e r p a r t i e s such 

as M e r i d i a n , has s u b m i t t e d s i m i l a r language, have t h e y not? 
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A. Yes, we have. 

Q. Could you s t a t e t o t h e commission why you 

recommend t h a t t h e Amoco-proposed language i n c o n j u n c t i o n 

w i t h M e r i d i a n and t h e o t h e r s p a r t i e s be adopted? 

A. The language t h a t we o f f e r e d , as I ' v e s a i d 

b e f o r e , i s a m o d i f i c a t i o n o f t h a t t h a t was i n t r o d u c e d by 

Unocal, and i t p r o v i d e s a method f o r a p p l y i n g f o r i n f i l l 

d r i l l i n g , a dding a second w e l l on a 320-acre s p a c i n g u n i t . 

C l e a r l y t h i s r e p o r t demonstrates t h a t f o r a wide 

range o f r e s e r v o i r c o n d i t i o n s , one w e l l i s capable o f 

d r a i n i n g 320 ac r e s . I n o r d e r t o p r o t e c t c o r r e l a t i v e r i g h t s 

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

u n i t s o f 320 acres s h o u l d be e s t a b l i s h e d so t h a t a l l o f 

thes e owners can share i n p r o d u c t i o n from e i t h e r one or two 

w e l l s on t h a t s p a c i n g u n i t . 

I n a d d i t i o n t o t h a t on page 2 o f t h e ICF r e p o r t , 

i t c oncludes t h a t 320-acre s p a c i n g p r o v i d e s t h e a p p r o p r i a t e 

b a s i s f o r i n i t i a l development and e v a l u a t i o n o f t h e 

B a s i n - F r u i t l a n d Coal Pool. Operators can g a t h e r a p p r o p r i a t e 

d a t a , w e l l performance, and dete r m i n e i f i n f i l l d r i l l i n g i s 

necessary o r d e s i r a b l e . 

Our proposed r u l e r e c o g n i z e s t h a t t h i s i s a 

c o n d i t i o n t h a t may e x i s t or be d e s i r a b l e i n t h i s p o o l , and 

i t p r o v i d e s r e a s o n a b l e r e q u i r e m e n t s f o r a p p l i c a n t s and o t h e r 

i n t e r e s t e d p a r t i e s t o f o l l o w i n t h a t i n s t a n c e . 
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Q. Mr. Hawkins, so you would n o t recommend t h a t t h e 

commission i n c l u d e language c o n c e r n i n g balance s p a c i n g 

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

A. That's c o r r e c t . The NMOCD c r e a t e s f i e l d r u l e s , 

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

t o promote t h e o r d e r l y development o f t h e p o o l i n a manner 

which w i l l p r e v e n t wastes and p r o t e c t c o r r e l a t i v e r i g h t s . 

As I ' v e s t a t e d b e f o r e , Amoco b e l i e v e s t h a t a l l o f 

t h e evidence i n t h e San Juan b a s i n c o a l b e d methane s p a c i n g 

s t u d y s u p p o r t s t h e 320-acre s p a c i n g concept. None o f t h e 

da t a i n d i c a t e s t h a t w e l l s would o n l y d r a i n 160 ac r e s . I t 

does i n d i c a t e t h a t a 160-acre w e l l d e n s i t y may r a t e 

a c c e l e r a t e t h e same r e s e r v e s t h a t 320-acre d e n s i t y would 

r e c o v e r , so we would b e l i e v e t h a t c r e a t i n g a 160-acre 

s p a c i n g o r a r u l e t h a t m i ght c o n s i d e r a 160-acre s p a c i n g i n 

our f i e l d r u l e would be i n a p p r o p r i a t e . 

I would p o i n t o u t , though, t h a t any p a r t y has t h e 

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

320 acres under t h e s t a t e r e g u l a t i o n s . We j u s t don't f e e l 

t h a t i t s h o u l d be a p a r t o f t h e f i e l d r u l e s when a l l t h e 

evidence a v a i l a b l e today shows t h a t one w e l l i s capable o f 

d r a i n i n g 320 ac r e s . 

MR. NITCHER: Thank you, Mr. Hawkins. I would r e q u e s t 

t h a t t h e e x h i b i t s be a d m i t t e d i n t o t h e r e c o r d , and I would 

t e n d e r Mr. Hawkins f o r some c r o s s - e x a m i n a t i o n . 
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EXAMINER CATANACH: E x h i b i t s 1, 2 and E x h i b i t A w i l l be 

a d m i t t e d as evidence i n t h i s case. 

(Amoco E x h i b i t s 1, 2 and A 

were a d m i t t e d i n t o evidence.) 

EXAMINER CATANACH: Are t h e r e any q u e s t i o n s o f t h i s 

w i t n e s s ? 

Mr. Bruce. 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Hawkins, l o o k i n g a t E x h i b i t 109, I t h i n k i t 

was one o f t h e ones you r e f e r r e d t o where you r e f e r r e d t o 

t h e -- I f o r g e t what you c a l l e d i t , what column number, b u t 

th e 2 0 , 0 0 0 - c u b i c - f e e t - p e r - d a y c u t o f f and t h e p e r c e n t o f 

r e c o v e r y . You r e f e r r e d t o a d i f f e r e n c e o f about 1 p e r c e n t . 

For t h e case you c i t e d , what would t h e w e l l l i f e be f o r t h e 

320-acre case v e r s u s t h e 160-acre case? 

A. The column r i g h t n e x t t o p e r c e n t o f r e c o v e r y 

shows t h e expected w e l l l i f e based on t h e s i m u l a t i o n s t u d y ; 

shows t h e 320-acre case w i l l be about 75 y e a r s . The 

160-acre case w i l l be about 36 y e a r s . 

Q. Okay. And t h a t n e xt column, i f you j u s t l o o k e d 

a t t h e 25-year c u t o f f , t h e 160-acre s p a c i n g w e l l would 

r e c o v e r about t w i c e what t h e 320-acre s p a c i n g w e l l would; i s 

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

A. That's what i t shows, c o r r e c t . 
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MR. BRUCE: Thank you. 

EXAMINER CATANACH: Any o t h e r q u e s t i o n s ? 

MR. KELLAHIN: Mr. Examiner, I have a few. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Hawkins, I don't b e l i e v e you d e s c r i b e d f o r us 

what your company's i n v o l v e m e n t i s as an o p e r a t o r i n t h e 

B a s i n - F r u i t l a n d Coal Gas Pool. Can you a pproximate o r 

e s t i m a t e f o r us t h e number of w e l l s t h a t your company 

operates? 

A. I'm g o i n g t o make a r e a l rough s t a b t h a t i t ' s 

g o i n g t o be f o u r or f i v e hundred w e l l s i n t h e b a s i n r i g h t 

now, and t h a t ' s j u s t a guess. 

Q. Do you o p e r a t e i n a l l t h r e e o f t h e areas t h a t are 

shown i n t h e ICF c o n s u l t i n g r e p o r t ? 

A. I b e l i e v e we have acreage i n a l l t h r e e areas, and 

we have some development i n a l l t h r e e , yes, and we would be 

t h e o p e r a t o r i n many cases. 

Q. Your company was t h e i n i t i a l o p e r a t o r and t h e 

a p p l i c a n t t h a t e s t a b l i s h e d t h e gas s p a c i n g r e p o r t f o r Cedar 

H i l l , d i d you not? 

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

Q. You have as an i n d i v i d u a l been a c t i v e l y i n v o l v e d 

i n t h e CMC s t u d y t h a t h e l p e d g e n e r a t e , e d i t and pass on t h e 

c o n s u l t a n t r e p o r t t h a t we've been r e v i e w i n g today? 
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A. That's c o r r e c t . 

Q. Let me have you go back w i t h me and l o o k a t 

E x h i b i t 80 t h a t you r e f e r r e d t o e a r l i e r . You as a r e s e r v o i r 

e n g i n e e r w i t h e x p e r i e n c e i n r e g u l a t o r y m a t t e r 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 o f New Mexico are f a m i l i a r , s i r , 

are you n o t , w i t h t h e spa c i n g r e q u i r e m e n t s i n t h e s t a t u t e 

f o r e s t a b l i s h i n g a p p r o p r i a t e s p a c i n g parameters f o r common 

sources o f s u p p l y i n t h i s s t a t e ? 

A. Yes, I am. 

Q. Do you have s p e c i f i c knowledge o f S e c t i o n 70-2-17 

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

e s t a b l i s h i n g r u l e s f o r common source o f supply? 

A. Yes, I have. 

Q. I n r e a c h i n g your economic c o n c l u s i o n s and 

analyses about t h e a p p r o p r i a t e n e s s o f 320-acre gas sp a c i n g 

f o r t h i s p o o l , d i d you a p p l y each o f those components i n 

your a n a l y s i s and i n your c o n c l u s i o n ? 

A. Yes, we d i d . 

Q. I n l o o k i n g a t E x h i b i t 80 t h e n , h e l p me und e r s t a n d 

what t h e b a s i s i s f o r t h e 25-year c u t o f f i n t h e d i s p l a y ? 

Does t h a t r e p r e s e n t t h e r e a l i s t i c l i f e expectancy o f one o f 

th e s e c o a l gas w e l l s ? 

A. Not i n my o p i n i o n , no. 

Q. What does t h e 25-year c u t o f f r e p r e s e n t , t h e n , t o 

you? 
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A. W e l l , i t was an a r b i t r a r y d a t e t h a t was s e l e c t e d 

t o show what r e c o v e r i e s might be up t o t h a t p o i n t i n t i m e 

f o r one w e l l v e r s u s -- w e l l , f o r d i f f e r e n t d e n s i t y 

developments i n t h e c o a l ; and I t h i n k i t was j u s t 25 years 

because t h a t was a good, round number t o use. 

Q. When we l o o k a t t h e u l t i m a t e , optimum amount o f 

gas t h a t can be r e c o v e r e d from t h e r e s e r v o i r down t o some 

abandonment p r e s s u r e , your c o n c l u s i o n , t h e n , i s t h a t one 

w e l l on 3 20 w i l l r e c o v e r a p p r o x i m a t e l y t h e same amount o f 

gas as two w e l l s on t h a t 320? 

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

Q. Do you as a r e s e r v o i r e n g i n e e r , a p p l y i n g your 

economics, a t t a c h any s i g n i f i c a n c e t o t h e s m a l l percentage 

o f d i f f e r e n c e between 160 and 320 when we g e t t o abandonment 

pres s u r e ? 

A. I n t h i s case I t h i n k i t ' s i n s i g n i f i c a n t . I f you 

t a k e t h a t 1 p e r c e n t o f t h e g a s - i n - p l a c e t h a t ' s g e n e r a l l y 

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

g a s - i n - p l a c e t h a t was c a l c u l a t e d by some o f t h e e x h i b i t s i n 

t h i s r e p o r t -- I don't know t h e exac t numbers, b u t I do know 

t h a t i n Area 1 t h e study uses about 7 Bcf o f gas i n a 

320-acre area as t h e o r i g i n a l g a s - i n - p l a c e . I n Area 2 i t ' s 

about 3 Bcf o f gas i n a 320-acre, and t h a t 1 p e r c e n t i s l i k e 

l e s s t h a n a hundred m i l l i o n c u b i c f e e t o f gas. I t ' s almost 

i n s i g n i f i c a n t . 
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Q. When we l o o k back a t t h i s a r b i t r a r y 25-year 

c u t o f f 

A. Yes. 

Q. — we're l o o k i n g a t t h e f a c t t h a t two w e l l s are 

g o i n g t o r e c o v e r w i t h i n t h a t p e r i o d o f t i m e more gas t h a n 

t h e s i n g l e w e l l w i l l do? 

A. Would you s t a t e t h a t a g a i n f o r me? 

Q. Yes, s i r . W i t h i n t h e 25-year c u t o f f --

A. Okay. 

Q. -- are we l o o k i n g a t a n y t h i n g more t h a n s i m p l y 

r a t e a c c e l e r a t i o n o f r e c o v e r i e s o f t h e gas? 

A. I t h i n k t h a t ' s what we're l o o k i n g a t . We've g o t 

two w e l l s p r o d u c i n g d u r i n g 25 years v e r s u s one w e l l 

p r o d u c i n g d u r i n g 25 y e a r s . Two w e l l s make more gas t h a n one 

w e l l d u r i n g 25 y e a r s . 

Q. Because t h a t i s one o f t h e c o n c l u s i o n s you can 

reach from t h e c o n s u l t i n g a n a l y s i s , does t h a t s erve as a 

b a s i s f o r your company's recommendation as t o an i n f i l l 

c oncept i n t h e r u l e a t t h i s time? 

A. I t h i n k t h e b a s i s f o r our s u g g e s t i o n o f i n f i l l i s 

t h a t one w e l l , o b v i o u s l y , can d r a i n an 320-acre area. A l l 

of t h i s r e p o r t shows t h a t t h a t one w e l l can d r a i n 320 ac r e s . 

I t shows t h a t t h e r e may be c o n d i t i o n s t h a t a r e a c c e l e r a t e d 

i f you d r i l l two, and t h a t may be a d e s i r a b l e c o n d i t i o n i n 

some areas o f t h e f i e l d and by some o f o p e r a t o r s i n t h e 
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b a s i n ; and t h e r e f o r e , adding t h a t language t o t h e f i e l d 

r u l e s , we t h i n k , i s a p p r o p r i a t e . 

Q. Can you draw a d i s t i n c t i o n as an e n g i n e e r between 

t h e i n f i l l concept and t h e down-spacing concept; and i f so, 

what i s t h a t d i s t i n c t i o n ? 

A. I f you l o o k a t t h e r e s e r v o i r l e v e l and t h e 

r e c o v e r y from t h e r e s e r v o i r , t h e r e ' s r e a l l y no d i f f e r e n c e . 

I t ' s one w e l l on a 160-acre s p a c i n g i s t h e same as two w e l l s 

on 320-acre s p a c i n g i n terms o f t h e volume o f gas t h a t w i l l 

be produced from t h e r e s e r v o i r ; b u t t h e p r i m a r y d i f f e r e n c e 

i s i n terms o f who owns t h e gas, t h e ownership and t h e 

c o r r e l a t i v e r i g h t s o f t h e owners t o g e t t h e i r f a i r share o f 

t h a t gas. 

I n t h i s i n s t a n c e , when one w e l l can o b v i o u s l y 

d r a i n a 320-acre area, t h e n a l l o f t h e owners i n t h a t 

320-area area s h o u l d be s h a r i n g i n t h e p r o d u c t i o n from t h a t 

w e l l ; and i f a second w e l l i s deemed t o be d e s i r a b l e , t h e n 

a l l o f t h o s e owners i n t h a t 320 acres s h o u l d share i n t h e 

p r o d u c t i o n from t h e second w e l l ; b u t t h e r e ' s no evidence 

here t h a t says, "Only w e l l -- or one w e l l can o n l y d r a i n 

160 acres and o n l y t h e owners under t h e 160 s h o u l d share i n 

th e p r o d u c t i o n " ; and t h a t ' s t h e d i f f e r e n c e between i n f i l l 

d r i l l i n g and down-spacing. 

Q. I n w o r k i n g w i t h t h e committee who p r e p a r e d t h e 

CMC r e p o r t , I see i n r e a d i n g t h e r e p o r t t h e r e a re r e f e r e n c e s 
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t o t h e phrase " b e n e f i c i a l i n t e r f e r e n c e . " 

A. Yes. 

Q. Would you d e f i n e t hose terms as you un d e r s t a n d 

them and t e l l me how t h e y apply? 

A. " B e n e f i c i a l i n t e r f e r e n c e , " what i t ' s s a y i n g i s 

t h a t two w e l l s have i n t e r f e r e n c e . The r a d i u s o f 

i n v e s t i g a t i o n i n t h e r e s e r v o i r runs i n t o each o t h e r , okay? 

And t h e reason t h a t I t h i n k i t ' s termed b e n e f i c i a l here i s 

because i t h e l p s you dewater t h e r e s e r v o i r f a s t e r t h a n i f 

you had w e l l s spaced f u r t h e r a p a r t where t h e y d i d n o t 

i n t e r f e r e . 

I n terms o f u l t i m a t e r e c o v e r y , I don't t h i n k 

t h e r e ' s any s i g n i f i c a n t b e n e f i t . The answer o r t h e obvious 

answer -- and u l t i m a t e r e c o v e r y i s shown on the s e t a b l e s a t 

abandonment c o n d i t i o n s , and what i t says i s t h a t one w e l l on 

320 i s g o i n g t o be j u s t about as e f f i c i e n t as two w e l l s on 

320. So t h e b e n e f i t may be t h a t i t h e l p s you i n d e w a t e r i n g , 

i t may h e l p you achieve a h i g h e r gas r a t e e a r l y and s h o r t e n 

t h e t i m e f r a m e i n which i t t a k e s t o d e p l e t e t h e reserves,, b u t 

th e u l t i m a t e r e c o v e r y i s p r o b a b l y n o t any d i f f e r e n t . 

Q. Am I c o r r e c t i n u n d e r s t a n d i n g t h a t t h a t concept, 

t h e n , i s i n h e r e n t l y i n t e g r a t e d i n t o t h e t a b l e s , f o r example, 

E x h i b i t 80, and t h e r e s u l t s shown by s i m u l a t i o n , t h e n , have 

i n t e g r a t e d i n t o i t t h a t concept o f b e n e f i c i a l i n t e r f e r e n c e ? 

A. That's c o r r e c t . 
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MR. KELLAHIN: Thank you, Mr. Hawkins. No f u r t h e r 

q u e s t i o n s . 

EXAMINER CATANACH: Are t h e r e any o t h e r q u e s t i o n s o f 

t h i s w i t n e s s ? 

I j u s t have one, Mr. Hawkins. 

MR. STOVALL: Mr. Dean has some. 

MR. DEAN: I can ask him from up here. 

CROSS EXAMINATION 

BY MR. DEAN: 

Q. My name i s John Dean f o r Dugan P r o d u c t i o n . 

I n u s i n g t h e l i n e s t h a t you used on E x h i b i t 80 

and E x h i b i t 109, which i s an e x h i b i t f o r Area 3, i t i s t r u e 

t h a t a w e l l on 160 and a w e l l on 320 w i l l d r a i n b a s i c a l l y 

t h e same amount o f gas i f we use t h e 20-MCF-a-day c u t o f f ; i s 

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

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

Q. But i f you c u t o f f a t 25 years t h e d r a i n a g e o f 

thos e w e l l s i n those d i f f e r e n t areas, i t ' s n o t t h e same, i s 

i t ? 

A. No, i t ' s n o t t h e same, b u t I don't know why you'd 

want t o c u t i t o f f a t 25 years i f i t ' s s t i l l p r o d u c i n g . 

Q. The d r a i n a g e , though, f o r t h e 160 i s a l o t 

q u i c k e r i f you use t h e f u l l t i m e . Time has no v a l u e . The 

d r a i n a g e i s b a s i c a l l y t h e same. 

A. I'm s o r r y . What was your q u e s t i o n ? 
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Q. I f you don't t a k e i n t o account t i m e , t h e d r a i n a g e 

i s t h e same? 

A. I f you don't t a k e i n t o account t i m e , t h a t ' s 

c o r r e c t . 

Q. You j u s t t a k e i n t o account t h e c u t o f f o f 

p r o d u c t i o n ? 

A. At an economic l i m i t o r abandonment p r e s s u r e , 

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

Q. But t h e c h a r t s do show t h a t t h e w e l l on 160 w i l l 

d r a i n an area a l o t q u i c k e r , r e c o v e r a l o t more o f t h e gas 

t h a n t h e 320, q u i c k e r t h a n t h e 320? 

A. I t h i n k t h a t ' s c o r r e c t , yes. 

MR. DEAN: Thank you. 

EXAMINER CATANACH: Other q u e s t i o n s ? 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Hawkins, what i s your o p i n i o n i s t h e average 

l i f e expectancy o f one o f these c o a l gas w e l l s ? 

A. I t would be hard t o p i n p o i n t what an average l i f e 

m i g h t be. C e r t a i n l y , we've g o t w e l l s p r o d u c i n g i n t h e b a s i n 

s i g n i f i c a n t l y l o n g e r t h a n 25 y e a r s , and I t h i n k t h e r e ' s an 

a c t u a l c o a l w e l l t h a t has produced on t h e o r d e r o f 35 years 

t o date and i s s t i l l p r o d u c i n g . I would guess t h a t w i t h 

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

would c e r t a i n l y l a s t 75 y e a r s , a t l e a s t . 
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EXAMINER CATANACH: A n y t h i n g e l s e ? 

MR. STOVALL: One q u i c k q u e s t i o n , Mr. Hawkins. 

EXAMINATION 

BY MR. STOVALL: 

Q. You p r e s e n t e d an economic e x h i b i t , b u t do you 

agree w i t h t h e state m e n t t h a t economics are 

com p a n y - s p e c i f i c ? When you g e t down t o — when you're 

t a l k i n g about an economic case, an economic d e c i s i o n , t h e y 

are company s p e c i f i c ? 

A. Yes, I would. The economics we showed we t r i e d 

t o make as g e n e r i c as we c o u l d . They're c e r t a i n l y n o t 

s p e c i f i c t o Amoco, b u t I would agree t h a t each company may 

have a d i f f e r e n t p e r s p e c t i v e on what i s economic and what's 

n o t . 

MR. STOVALL: That's a l l I have. 

EXAMINER CATANACH: The w i t n e s s may be excused. 

Why don't we t a k e a t e n - m i n u t e break a t t h i s 

p o i n t ? 

(At 10:18 a.m. a recess was taken.) 

EXAMINER CATANACH: Okay. W e ' l l c a l l t h e h e a r i n g back 

t o o r d e r and t u r n i t over t o Mr. K e l l a h i n . 

MR. KELLAHIN: Mr. Examiner, I would l i k e t o c a l l 

Mr. George Dunn. Mr. Dunn i s 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 Company, l o c a t e d i n Farmington, 

New Mexico. 
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Mr. Examiner, we have a l s o passed o u t t o t h e 

p a r t i c i p a t i n g employees and members o f t h e audience 

M e r i d i a n ' s e x h i b i t book. I f i t t u r n s o u t t h e r e a r e n o t 

enough, l e t us know; f o l l o w i n g t h e h e a r i n g w e ' l l g e t you 

some more c o p i e s . 

( D i s c u s s i o n o f f t h e r e c o r d . ) 

GEORGE T. DUNN, 

t h e Witness h e r e i n , h a v i n g been p r e v i o u s l y d u l y sworn, was 

examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Dunn, f o r t h e r e c o r d would you p l e a s e s t a t e 

your name and occ u p a t i o n ? 

A. My name i s George Dunn. I'm t h e r e g i o n a l 

p r o d u c t i o n e n g i n e e r f o r M e r i d i a n O i l here i n Farmington, 

New Mexico. 

Q. Mr. Dunn, on p r i o r o ccasions have you t e s t i f i e d 

as a r e s e r v o i r e n g i n e e r b e f o r e t h e d i v i s i o n ? 

A. Yes, I have. 

Q. Summarize f o r us your e d u c a t i o n a l and employment 

e x p e r i e n c e . 

A. I grad u a t e d 1979 from t h e Colorado School o f 

Mines w i t h a p e t r o l e u m e n g i n e e r i n g degree, have worked s i n c e 

t h a t t i m e i n t h e i n d u s t r y and across t h e U n i t e d S t a t e s i n 

b o t h r e s e r v o i r , d r i l l i n g — or a l l t h r e e — and p r o d u c t i o n 
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e n g i n e e r i n g . 

Q. Describe f o r us your p e r s o n a l i n v o l v e m e n t w i t h 

t h e Coalbed Methane Study Committee. 

A. M e r i d i a n was a member o f t h a t committee, and I 

was t h e r e p r e s e n t a t i v e f o r M e r i d i a n on t h e committee and 

a l s o a member o f t h e s t e e r i n g committee. 

Q. As M e r i d i a n ' s r e p r e s e n t a t i v e on t h a t committee, 

have you a l s o p a r t i c i p a t e d i n r e c e i v i n g and r e v i e w i n g t h e 

v a r i o u s p r o p o s a l s by t h e companies t h a t are p a r t i c i p a t i n g i n 

t h i s h e a r i n g on suggested r u l e changes? 

A. Yes, I have. 

Q. Have you reviewed and reached your own judgments 

and c o n s i d e r a t i o n s on b e h a l f o f your company c o n c e r n i n g t h e 

c o n c l u s i o n s s e t f o r t h i n t h e Coalbed Methane Study Committee 

r e p o r t ? 

A. Yes. We agree and propose t h a t t hose are good 

c o n c l u s i o n . 

MR. KELLAHIN: At t h i s t i m e , Mr. Examiner, we t e n d e r 

Mr. Dunn 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. K e l l a h i n ) Mr. Dunn, l e t me go t o t h e 

recommendations t h a t your company and you as an i n d i v i d u a l 

e n g i n e e r want t o propose t o t h e examiner c o n c e r n i n g t h e 

r u l e s . For example, l e t ' s s t a r t w i t h 320 c o a l gas s p a c i n g . 

What i s your recommendation? 
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A. Our recommendation i s t o make t h e temporary r u l e s 

permanent; i n o t h e r words, 32 0-acre s p a c i n g f o r t h e 

B a s i n - F r u i t l a n d Coal Pool. 

Q. Summarize f o r us i n a g e n e r a l way t h e b a s i c 

u l t i m a t e f a c t s t h a t h e l p e d you reach t h a t c o n c l u s i o n about 

320 gas s p a c i n g and whether i t s h o u l d be permanent o r n o t . 

A. P r i m a r i l y as i t ' s been shown i n the s e m u l t i p l e 

h e a r i n g s , 320 acres i s t h e p r u d e n t method t o move ahead w i t h 

s p a c i n g and s h o u l d be made permanent. I t p r o v i d e s f o r an 

o r d e r l y and e f f i c i e n t development o f t h e b a s i n ; and i f and 

when a d d i t i o n a l w e l l s o r i n c r e a s e d d e n s i t y i s necessary, 

t h e n t h a t can be p e t i t i o n e d t o t h e commission and p r o o f can 

be shown t h a t t h a t ' s necessary. 

We f e e l l i k e t h a t moving t o t h e i n c r e a s e d w e l l 

d e n s i t y a t any t i m e p r e v i o u s t o t h a t i s premature. There's 

no p r o o f t h a t ' s r e a l l y been p u t f o r t h o r data b a s i n w i d e t o 

suggest such an a c t i o n . 

Q. Describe f o r us t h e approximate number o f c o a l 

gas w e l l s t h a t your company o p e r a t e s . 

A. We've been i n v o l v e d i n over 980 c o a l p r o j e c t s i n 

terms o f o p e r a t o r s and are i n v o l v e d i n hundreds o f w e l l s i n 

terms o f n o n o p e r a t o r b u t have i n t e r e s t s . 

Q• Do you have i n t e r e s t s i n o p e r a t i o n s , say, i n a l l 

t h r e e o f t h e areas shown on t h e committee's r e p o r t study? 

A. Yes, we do. 
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Q. Have you compiled and prepa r e d some s p e c i f i c 

examples o f a c t u a l f i e l d performance o f c e r t a i n o f your c o a l 

gas w e l l s ? 

A. Yes, we have. 

Q. And what i s t h e purpose o f showing t h a t 

i n f o r m a t i o n , Mr. Dunn? 

A. There are s e v e r a l purposes. One, t o show some o f 

t h e d i f f i c u l t i e s i n terms o f a n a l y z i n g c o a l w e l l s a t t h i s 

p o i n t . A l s o t o i n d i c a t e t h e wide range o f r e s e r v o i r 

v a r i a t i o n s , r e s e r v o i r p r o p e r t y v a r i a t i o n s across t h e b a s i n , 

and t h e wide range i n terms o f whether t h e y ' r e w a t e r 

p r o d u c t i v e or n o t , e t c e t e r a . 

Q. L e t ' s t u r n t o t h e M e r i d i a n e x h i b i t book and have 

you l o o k t o t h e f i r s t d i s p l a y b e h i n d t a b E x h i b i t No. 1. 

I d e n t i f y t h a t f o r me. 

( M e r i d i a n E x h i b i t 1 was 

marked f o r i d e n t i f i c a t i o n . ) 

A. T h i s i s a p l a t e o f t h e San Juan Bas i n . I t ' s 

b a s i c a l l y t h e same p l a t t h a t was p r e s e n t e d t h a t s i g n i f i e d 

Areas 1, 2 and 3 by ICF i n t h e i r o r i g i n a l p r e s e n t a t i o n . 

What I ' v e done w i t h some o f t h e e x h i b i t s , which I w i l l show 

f o l l o w i n g t h i s , are -- t h e i r a e r i a l l o c a t i o n i s i n d i c a t e d by 

th e t r i a n g l e s on t h e map, and those a r e n ' t -- th o s e 

t r i a n g l e s don't dot t h e exact w e l l l o c a t i o n ; i t ' s t h a t area 

w i t h i n t h a t t o w n s h i p . 
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Q. L e t ' s t u r n t o t h e f i r s t example b e h i n d t h e index 

map and f i n d t h e No. 1 example. Before you reach t h e 

c o n c l u s i o n s and draw your r e s u l t s , t e l l us what we're 

l o o k i n g a t and i d e n t i f y t h e t y p e o f w e l l s . 

A. T h i s e x h i b i t has two p l o t s o f r a t e v e r s u s t i m e 

f o r two d i f f e r e n t w e l l s i n t h e b a s i n c o a l w e l l s , and on t h e 

l e f t - h a n d s i d e t h e Y-axis i s MCFD o r b a r r e l s o f wa t e r per 

day. I t can be used e i t h e r way. 

The d o t t e d l i n e , f o r those o f you w i t h 

b l a c k - a n d - w h i t e c o p i e s , t h e b l u e l i n e i s wat e r p r o d u c t i o n . 

The r e d l i n e , which i s t h e s o l i d l i n e , i s t h e gas 

p r o d u c t i o n . 

Q. And g e n e r a l l y t h e r e d l i n e i s above t h e 

w a t e r l i n e ? 

A. For t h i s e x h i b i t , t h a t ' s t r u e , yes. 

Q. What's t h e c o n c l u s i o n and purpose? 

A. The p r i m a r y purpose i s t o show some a c t u a l , 

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

you've heard about c o a l gas p r o d u c t i o n w i t h i n t h e b a s i n . I n 

t h i s case here's two examples o f i n c l i n i n g gas p r o d u c t i o n 

and d e c l i n i n g water p r o d u c t i o n . And i f you l o o k a t some o f 

the d e t a i l s and compare them back t o some o f t h e s i m u l a t i o n 

r u n s , you can see t h a t r e a l l i f e l o o k s and has a s i m i l a r i t y 

t o what you see coming o u t o f t h e model t h a t ' s been 

p r e s e n t e d p r e v i o u s l y . 
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I n a d d i t i o n , y o u ' l l note t h a t i n terms o f d o i n g 

any k i n d o f performance a n a l y s i s , i t causes g r e a t d i f f i c u l t y 

s i n c e b o t h o f the s e w e l l s are i n c l i n i n g a t t h i s p o i n t ; and 

t h e r e f o r e , you have i n f i n i t e r e s e r v e s i f you t r y t o use 

t h i s . 

A nother t h i n g you might n o t e i s t h a t , l o o k i n g a t 

th e V a n d e r s l i c e 100, t h e t o p one, we i n i t i a t e p r o d u c t i o n a t , 

oh, r o u g h l y , 900 MCF a day, and i t goes t h r o u g h a d e c l i n i n g 

p e r i o d f o r a l e n g t h o f t h r e e t o f i v e months b e f o r e i t 

a c t u a l l y s t a r t s on t h e i n c l i n e ; and y o u ' l l a l s o see some 

c y c l i n g where we go on an i n c l i n e , a s l i g h t f l a t t e n i n g or a 

d e c l i n e and t h e n an i n c l i n e a g a i n . And t h e purpose o f 

p o i n t i n g t h i s o ut i s you have t o be r e a l c a r e f u l u s i n g 

performance d a t a alone t o p i c k o ut when and what k i n d o f 

d e c l i n e you have them p r o j e c t . 

Q. When we l o o k a t t h i s p e r i o d o f t i m e , t h e 

V a n d e r s l i c e w e l l , we're d e a l i n g w i t h a p e r i o d o f 

a p p r o x i m a t e l y two years? 

A. That's t r u e . I t ' s about a year and t e n months 

f o r t h e V a n d e r s l i c e . The C a r t e r Ute i s a l i t t l e over two 

years o f p r o d u c t i o n , b o t h o f them s t i l l i n c l i n i n g . 

Q. Do you have any way t o p r o j e c t how l o n g those 

w e l l s w i l l c o n t i n u e t o i n c l i n e ? 

A. There are methods t o a t t e m p t t o p r e d i c t t h a t , 

yes, i n c l u d i n g r e s e r v o i r s i m u l a t i o n , and whether o r n o t you 
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can s p e c i f i c a l l y p i n i t down a t t h i s p o i n t i s q u e s t i o n a b l e . 

Q. You've o p e r a t e d under t h e e x i s t i n g r u l e s f o r 

a p p r o x i m a t e l y two years o r more, t h e 320 gas s p a c i n g , and 

y e t d u r i n g t h i s p e r i o d o f t i m e you s t i l l have w e l l s t h a t 

have i n c l i n i n g gas w e l l p r o d u c t i o n ? 

A. That's t r u e . 

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

R i d d l e 250. Where i s t h a t l o c a t e d i n terms o f i t s area 

w i t h i n t h e ba s i s ? 

A. On t h e f i r s t map, t h i s would be t h e t r i a n g l e 

where i t has t h e 2 and 3 below i t , which i s i n Township 30, 

Range 9 West, on t h e n o r t h e r n end; and would a l s o -- I might 

mention t h e f i r s t e x h i b i t was i n t h e n o r t h e r n p o r t i o n o f 

Area 1 j u s t n o r t h o f Cedar H i l l . T h i s one would be i n 

Area 1 and s o u t h e a s t o f Cedar H i l l , s i x , e i g h t m i l e s . 

Q. T e l l us what we're l o o k i n g a t . 

A. T h i s i s a p l o t o f t h e same w e l l . There's two 

p l o t s o f i t , t h e f i r s t one b e i n g a one-year t i m e p e r i o d from 

th e t i m e t h a t we b r o u g h t i t on i n January o f 1989 t o January 

1990. As you can see by l o o k i n g a t t h e p l o t , i t produces a t 

a r a t e between 100 and 200 MCF a day, p r o b a b l y about an 

average 150 f o r t h a t f u l l year. 

Subsequent t o t h a t t i m e , i f you s t a r t l o o k i n g a t 

the b o ttom graph, y o u ' l l see i t goes on an extreme i n c l i n e . 

The p o i n t here i s t h a t a f t e r a year's w o r t h o f p r o d u c t i o n , 
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i f you were t o a t t e m p t t o use t h i s w e l l t o e s t a b l i s h 

r e s e r v e s , i n c r e a s e d w e l l d e n s i t y , s p a c i n g , whatever, you 

would make erroneous d e c i s i o n s , and t h a t you need t o be a b l e 

t o -- you need t o have t h e r e s e r v o i r d a t a o f which some o f 

t h e p r i m a r y terms would be a d s o r p t i o n i s o t h e r m s , gas 

c o n t e n t , e t c e t e r a , t o be a b l e t o c o r r e l a t e back t o prove 

why a d e c l i n e curve may or may n o t be used i n any t e c h n i c a l 

work. 

Q. When we l o o k a t t h e R i d d l e 250, what o p e r a t i o n a l 

changes were made by M e r i d i a n t h a t r e s u l t e d i n t h e curve a l l 

o f a sudden i n c l i n i n g a g a i n i n e a r l y 1990? 

A. The o n l y change here was b a s i c a l l y a f l o w i n g 

t u b i n g p r e s s u r e drop was about 50 p s i , which r e l a t e s t o 

about t h e same drop a t t h e bot t o m h o l e c o n d i t i o n . The major 

t h i n g t o remember about t h a t i s i f you haven't o p t i m i z e d 

your p r o d u c t i o n , t h e n you a r e n ' t s e e i n g t h e t r u e p i c t u r e o f 

what your w e l l can do, so t h e r e ' s a l o t o f concerns when you 

s t a r t l o o k i n g a t performance d a t a , a l o t o f q u e s t i o n s t h a t 

need t o be asked when you t r y t o use performance data by 

i t s e l f t o s u b s t a n t i a t e any k i n d o f r e s e r v e - t y p e a n a l y s i s . 

Q. L e t ' s go t o t h e next d i s p l a y . Show us a g a i n 

where t h e area o f concern i s t h a t ' s r e p r e s e n t e d by t h a t 

d i s p l a y when we l o o k a t t h e index map. 

A. T h i s i s t h e same area, t h e same t r i a n g l e on t h e 

inde x map. T h i s has two w e l l s on t h e same p l o t . For t h e 
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c o l o r e d c o p i e s t h e R i d d l e 250 i s t h e same w e l l I showed 

p r e v i o u s l y , i s i n r e d . For those w i t h b l a c k and w h i t e , i t 

would i t be t h e one t h a t you see i n c l i n i n g . H o p e f u l l y , t h a t 

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

The R i d d l e 251, which i s a w e l l t h a t i s a l i t t l e 

b i t l e s s t h a n one m i l e due west o f t h e R i d d l e 250, i s i n t h e 

green and would c r i s s c r o s s w i t h t h e i n c l i n i n g w e l l h e a d and 

go underneath i t a t about a year p e r i o d . 

Q. The R i d d l e 250, t o t h e n o r t h w e s t o f S e c t i o n 3? 

A. C o r r e c t . 

Q. And th e n t h e R i d d l e 251 t o t h e n o r t h w e s t o f 

S e c t i o n 4 i n t h e same township? 

A. C o r r e c t . 

Q. J u s t a l i t t l e l e s s t h a n a m i l e a p a r t ? 

A. R i g h t . 

Q. W e l l s t h a t c l o s e t o g e t h e r , what have you seen? 

A. W e l l , t h i s i s a prime example. These two are 

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

t h e same way, and as you can see from t h e c h a r t , we had 

nowhere near t h e same performance out o f t h e R i d d l e 251 as 

we do o u t o f t h e R i d d l e 250. B a s i c a l l y t h i s p o i n t s t o t h e 

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

can change d r a s t i c a l l y w i t h i n t h e F r u i t l a n d c o a l . 

Q. So what i s t h e c o n c l u s i o n , t h e n , i n terms o f 

r u l e s o r how t o decide t o implement these? 
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A. I n t h i s case i t i n d i c a t e s t h a t i t would be 

premature t o make d e n s i t y i n c r e a s e d e c i s i o n s or any such 

t h i n g on e a r l y t i m e d a t a , and i t a l s o r e q u i r e s t h a t you 

i n v e s t i g a t e a g e n e r a l area, whatever area t h a t may be t h a t 

y ou're l o o k i n g a t , t h r o u g h more t h a n on l o c a t i o n , because 

t h e r e ' s l o t s o f changes i n those areas. 

Q. L e t ' s go t o t h e n e x t d i s p l a y . I t ' s t h e E l Paso 

Gas B 100 w e l l . What area i s t h a t i n ? 

A. T h i s would be moving t o t h e n o r t h e a s t , and i t ' s 

l a b e l e d as No. 4. I t would be g e t t i n g c l o s e t o t h e edge o f 

Area 1, g e t t i n g c l o s e t o Area 3 i n terms o f t h e p r e v i o u s 

t e s t i m o n i e s . 

And i t ' s an example of a w e l l t h a t f o r t h e f i r s t , 

oh, e i g h t months or so, maybe c l o s e r t o t e n months, produced 

anywhere from 0 t o 35 t o 40 MCF a day, b a s i c a l l y l o o k i n g 

l i k e a p r e t t y poor w e l l . 

Q. When we're l o o k i n g a t t h e d i s p l a y , t h e dashed 

l i n e i s g o i n g t o be t h e water performance on t h e ground and 

t h e s o l i d l i n e o r t h e r e d l i n e would be t h e gas performance? 

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

Q. What's t h e p o i n t ? 

A. Again, t h r o u g h t e n months' w o r t h o f h i s t o r y , 

b a s i c a l l y t h e c o n c l u s i o n would have been t h a t you don't have 

a v e r y good w e l l h e re. As you move on p a s t t e n months' 

w o r t h o f h i s t o r y , you s t a r t s e e i n g t h e i n c l i n e , and you have 
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an i n c r e a s e i n r a t e o f many magnitudes up t o c u r r e n t l y about 

300 MCF a day. 

And so you need t o -- The o n l y way you can 

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

necessary, t o l o o k a t a r e s e r v o i r s i m u l a t o r o r whatever 

method t o p r e d i c t t h a t you have more p o t e n t i a l i n t h a t area; 

and i n a d d i t i o n a g a i n , t h e key t h i n g i s t o o p t i m i z e and 

reduce your f l o w i n g b o t t o m h o l e p r e s s u r e t o t h e maximum. I f 

you don't do t h a t , and you t r y t o u t i l i z e performance 

c u r v e s , t h e n you're not showing t h e t r u e p i c t u r e . 

Q. I s t h i s a unique or unusual example o f 

performance i n a c o a l gas w e l l o p e r a t e d by M e r i d i a n ? 

A. No. These -- a l l of them you're g o i n g t o see are 

common t h r o u g h o u t t h e b a s i n . 

Q. What does t h i s t e l l you, as a r e s e r v o i r e n g i n e e r , 

about a n a l y z i n g e a r l y performance data i n o r d e r t o make 

d e c i s i o n s about t h e u l t i m a t e r e c o v e r i e s f o r your w e l l s and 

what spaces f o r t h a t area? 

A. W e l l , i t ' s v e r y d i f f i c u l t , premature and p r o b a b l y 

e r r o n e o u s . 

Q. L e t ' s t u r n now t o next d i s p l a y . I t ' s No. 5. 

B e f o r e we t a l k about t h e s i g n i f i c a n c e o f t h a t d i s p l a y , t e l l s 

us what area we're i n . 

A. We've moved back down t o t h e t r i a n g l e l a b e l 

No. 5, which i s b a s i c a l l y between t h e f i r s t one and t h e 
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t h i r d one and f o u r t h ones t h a t I showed you, s t i l l b e i n g i n 

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

Q. These w e l l s are i n t h e same township? 

A. They're i n t h e same t o w n s h i p . 

Q. How f a r a p a r t are they? 

A. A p p r o x i m a t e l y a m i l e a p a r t . The Sunray G 250 

would be a p p r o x i m a t e l y one m i l e n o r t h , due n o r t h o f t h e 

Sheets 250. 

Q. What's t h e p o i n t ? 

A. The Sunray G 250, which i s t h e bottom graph, I 

mig h t p o i n t o u t t h a t b o t h o f these have a s s o c i a t e d water 

p r o d u c t i o n t h a t i s n o t p l o t t e d on t h i s . The o n l y l i n e on 

t h e r e i s gas p r o d u c t i o n . 

The Sunray G 250 on t h e bottom p a r t o f t h e graph, 

as you can see, f o r t h e f i r s t e i g h t months o f p r o d u c t i o n was 

on an i n c l i n e , and I can p o i n t o u t t h a t i f you were t o 

e x t r a p o l a t e t h a t i n c l i n e o ut t o t h e end o f t h e t i m e p e r i o d 

shown, which i s December o f 1990, t h a t you'd come i n t o a 

r a t e one and a h a l f t o two m i l l i o n a day, i f you were t o 

e x t r a p o l a t e t h a t i n c l i n e . 

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

r o u g h l y i n January o f 1990, we b r o u g h t on t h e Sheets 250, 

which i s t h e w e l l due s o u t h ; and as you can see, t h e r e ' s two 

p o i n t s t h a t can be seen r e a l e a s i l y . One, t h e Sheets 250 

came on i m m e d i a t e l y a t over a m i l l i o n a day and has gone 
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t h r o u g h an i n c l i n e t o t h e t w o - t o - t h r e e - m i l l i o n - a - d a y range. 

Simultaneous w i t h i t s coming on -- and you can 

see t h e d e c l i n e i n t h e Sunray 250, i n d i c a t i n g i n t e r f e r e n c e 

between t h e two w e l l s a t a p p r o x i m a t e l y a m i l e ' s l e n g t h , so 

t h e r e i s communication between these two w e l l s on 320-acre 

s p a c i n g . 

I n a d d i t i o n , i t p o i n t s o ut a d e c l i n e i n t h e w e l l 

t h r o u g h i n t e r f e r e n c e , and I would have d i f f i c u l t y , a t l e a s t 

a t t h i s p o i n t , d e f i n i n g t h a t as b e n e f i c i a l . 

Q. When you l o o k a t t h i s d i s p l a y and examine t h e 

o t h e r i n f o r m a t i o n w i t h i n t h i s immediate v i c i n i t y , do you as 

a r e s e r v o i r e n g i n e e r have any o t h e r b a s i s t o e x p l a i n t h i s 

i n f o r m a t i o n o t h e r t h a n t h e i n t e r f e r e n c e o r t h e communication 

by p r e s s u r e s between these two w e l l s ? 

A. No. T h i s i s d e f i n i t e l y an i n t e r f e r e n c e . There's 

no changes i n o p e r a t i n g p r o c e d u r e s , and t h e y ' r e completed 

t h e same way, e t c e t e r a , e t c e t e r a . 

Q. L e t ' s t u r n now t o No. 6. Again, b e f o r e we t a l k 

about t h a t , t e l l us where we a r e . 

A. W e l l , we've moved s o u t h , and I b e l i e v e t h i s i s 

l a b e l e d t r i a n g l e No. 6, and t h i s would be a c t u a l l y i n 

Area 3. 

Q. A l l r i g h t . We're l o o k i n g a t t h e Huerfano U n i t 22 

and 55 w e l l ? 

A. C o r r e c t . 
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Q. What's p l o t t e d here? The c o l o r d i s p l a y s a r e 

d i f f e r e n t c o l o r s ? 

A. C o r r e c t . T h i s one might be d i f f i c u l t on b l a c k 

and w h i t e . I n t h e c o l o r e d d i s p l a y , t h e Huerfano 22 i s i n 

r e d and i t i n i t i a t e s p r o d u c t i o n i n January 1991. The 

Huerfano 55 i s i n green and i n i t i a t e s p r o d u c t i o n i n 

mid-February. And a g a i n , these w e l l s a r e a p p r o x i m a t e l y one 

m i l e a p a r t i n terms o f sp a c i n g . 

Q. What's your e n g i n e e r i n g p o i n t from o b s e r v i n g t h i s 

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

A. T h i s j u s t shows an example i n t h e s o u t h e r n p a r t 

o f t h e b a s i n o f good p r o d u c t i v i t y , f o r one t h i n g . Y o u ' l l 

n o t e t h e Huerfano 22 i s making f i v e t o s i x hundred MCF a 

day. I n a d d i t i o n i t appears a t t h i s e a r l y s t a g e , a g a i n , 

t h a t we've a f l a t p r o d u c t i o n r a t e . We don't see an i n c l i n e 

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

The Huerfano 55 i n d i c a t e s an i n c l i n e i n 

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

r a t e , so a g a i n we see t h e r e ' s some r e s e r v o i r changes, 

p r o p e r t y changes w i t h i n a m i l e o f d i s t a n c e i n Area 3, and 

a l s o t h e r e ' s p r o b a b l y some o t h e r d i f f e r e n c e s w i t h i n gas 

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

Q. L e t ' s t u r n now t o No. 7. Again, show us where we 

were, and t h e n l e t ' s t a l k about t h e w e l l s . 

A. T h i s i s t r i a n g l e No. 7, and the s e two w e l l s a g a i n 
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are somewhere around a m i l e a p a r t , and we have moved 

s l i g h t l y n o r t h w e s t o f t h e p r e v i o u s one, and we're i n Area 2 

now. The two w e l l s are t h e Rowley D#l and t h e Graham #1. 

And t h e s e two w e l l s a l s o do n o t produce any w a t e r , and 

t h a t ' s why t h e r e i s n o t water p l o t t e d . 

Q. What's t h e c o n c l u s i o n ? 

A. Again, you can see a v a r i a t i o n i n t h e two w e l l s , 

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

t h e y were b o t h completed t h e same way. They're on t h e same 

t y p e o f p r o d u c t i o n . They have t h e same p r e s s u r e s 

p r o d u c i n g . 

And we see s e v e r a l t h i n g s . One t h i n g t h a t ' s 

i m p o r t a n t t o n o t e , t h e Rowley D#l i s o b v i o u s l y on an 

i n c l i n e , and t h e r e ' s no water p r o d u c t i o n a t a l l a s s o c i a t e d 

w i t h i t . B a s i c a l l y , t h e p o i n t i s t h a t you don't have t o 

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

F r u i t l a n d c o a l , and some people, I t h i n k , sometimes r e l a t e 

w a t e r , meaning t h a t ' s why you have t h e i n c l i n e . W e l l , 

t h a t ' s n o t r e a l l y t h e t r u t h o r t h e t o t a l t r u t h . 

The o t h e r t h i n g i s t h a t , a g a i n , t h e two w e l l s are 

magnitudes o f d i f f e r e n c e a p a r t , and i n d i c a t i n g t h e 

parameters have changed, and even though we have two y e a r s ' 

w o r t h o f dat a on t h e Rowley D#l, based on t h i s a l o n e , we 

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

w e l l d e n s i t i e s and/or r e c o v e r a b l e r e s e r v e s . 
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Q. Do you s u p p o r t t h e p r o p o s i t i o n t h a t we ought t o 

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

down-spacing procedure a t t h i s time? 

A. No, I do n o t s u p p o r t any a d d i t i o n c o n c e r n i n g 

down-spacing. 

Q. Why n o t , s i r ? 

A. P r i m a r i l y -- and some o f t h i s , I guess, has been 

cove r e d , b u t from a r e s e r v o i r s t a n d p o i n t , t h e r e ' s no 

d i f f e r e n c e between i n f i l l d r i l l i n g and/or down-spacing, and 

so t h i s i s an i s s u e c o n c e r n i n g more a d m i n i s t r a t i v e 

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

I n our case, over a thousand w e l l s t h a t we're 

i n v o l v e d i n would have been developed on 320 ac r e s . At t h i s 

p o i n t i f we were t o move i n t o a down-spacing-type c r i t e r i a , 

we'd have d i f f i c u l t y i n terms o f how do you a l l o c a t e t h e 

p r e v i o u s p r o d u c t i o n p r i o r t o down-spacing, e t c e t e r a . 

There's a b i g can o f worms opened up. 

You can say t h e same t h i n g . Many o t h e r companies 

i n t h e b a s i n have developed on 320 ac r e s . B a s i c a l l y , t h e 

pre c e d e n t i s s e t t h a t we're a t 320-acre s p a c i n g . I f we're 

g o i n g t o l o o k a t down-spacing, I r e a l l y t h i n k i t ' s g o i n g t o 

have t o be i n a d i f f e r e n t p o o l . You're g o i n g t o have t o 

c l a s s i f y a p o o l t o down-spacing; and t h e r e f o r e , i t doesn't 

r e l a t e t o t h e B a s i n - F r u i t l a n d Coal Pool. The r u l e says so. 

Q. Let me d i r e c t your a t t e n t i o n now t o a d i f f e r e n t 
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t o p i c . L e t ' s t o u c h upon M e r i d i a n a d m i n i s t r a t i v e r e q u e s t . I 

b e l i e v e t h e y ' r e i n t h e package o f i n f o r m a t i o n shown on t h e 

d i s p l a y . The a c t u a l language o f t h e r u l e s has been 

p r o v i d e d . 

My q u e s t i o n s f o r you are g o i n g t o be d i r e c t e d t o 

our proposed Rule 3 change, which i s s i m p l y t o have language 

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

Aztec o f f i c e s i g n s o f f on t h e C-104, t h a t t h a t ' s an 

acknowledgment by t h e d i v i s i o n t h a t your c o a l gas w e l l , i n 

f a c t , i s c o a l gas p r o d u c t i o n and i s n o t b e i n g downhole 

commingled w i t h any o t h e r p o o l s a d m i n i s t e r e d by t h e 

d i v i s i o n . 

My f i r s t q u e s t i o n f o r you, s i r , i s as a r e s e r v o i r 

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

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

phase o f t h e w e l l so t h a t a t t h e t i m e t h e d i v i s i o n i s a c t i n g 

on t h e C-104, what i n f o r m a t i o n do t h e y have a v a i l a b l e t o 

them t o make an i n f o r m e d d e c i s i o n t h a t t h e y a r e , i n f a c t , 

d e a l i n g w i t h c o a l gas p r o d u c t i o n ? 

A. W e l l , t h e y r e c e i v e many i t e m s , i n c l u d i n g --

t h e r e ' s s e v e r a l s u n d r i e s t h a t are i n c l u d e d . The C-105, t h e 

c o m p l e t i o n sundry i t s e l f , l i s t s many c r i t e r i a t h a t can be 

u t i l i z e d t o do t h a t . There would a l s o be open-hole l o g s , 

mud l o g s , o f f s e t l o g s , p e r f o r a t i o n i n t e r v a l s t h a t can 

r e c e i v e w a t e r and gas and gas a n a l y s i s ; and a n y t h i n g t h a t i s 

HUNNICUTT REPORTING 
MAUREEN R. HUNNICUTT, RPR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

260 

n o t n e c e s s a r i l y i n t h e i r hands can be r e q u e s t e d f o r b e f o r e 

any a p p r o v a l f o r a C-104 ta k e s p l a c e . 

Q. When we l o o k a t e x i s t i n g Rule 2, i t s e t s f o r t h an 

o u t l i n e o f dat a t h a t can or may be s u b m i t t e d t o t h e d i v i s i o n 

so t h a t t h e d i v i s i o n can make an independent judgment about 

whether o r n o t t h i s i s c o n v e n t i o n a l F r u i t l a n d sandstone gas 

p r o d u c t i o n from t h i s w e l l or make t h e d e c i s i o n t h a t you're 

n o t commingling t h a t p r o d u c t i o n w i t h some o t h e r f o r m a t i o n 

and i s i n f a c t c o a l gas. 

A. That's r i g h t . 

Q. Are you f a m i l i a r w i t h t h e c r i t e r i a used i n 

Rule 2? 

A. Yes. 

Q. Are you s a t i s f i e d as a r e s e r v o i r e n g i n e e r t h a t 

t h o s e are a p p r o p r i a t e parameters by which t h e d i v i s i o n can 

make i n f o r m e d d e c i s i o n s about t h e f a c t t h a t t h i s w e l l as 

s u b m i t t e d by M e r i d i a n q u a l i f i e s as a c o a l gas w e l l ? 

A. Yes, I can. That's how we do i t . 

MR. KELLAHIN: That concludes my e x a m i n a t i o n o f 

Mr. Dunn. We would a t t h i s t i m e 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 1 as shown i n t h e e x h i b i t book, and w e ' l l pass 

him f o r c r o s s - e x a m i n a t i o n . 

EXAMINER CATANACH: E x h i b i t 1 w i l l be a d m i t t e d as 

evid e n c e . 

( M e r i d i a n E x h i b i t 1 was 
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a d m i t t e d i n t o evidence.) 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Dunn, i n t h e w e l l s t h a t M e r i d i a n o p e r a t e s , 

have you a c t u a l l y seen any d e c l i n e ? I mean, have you 

reached a p o i n t i n any o f your w e l l s where t h e y ' r e a c t u a l l y 

s t a r t i n g t o d e c l i n e on a r e g u l a r b a s i s ? 

A. I'm g o i n g t o answer t h a t i n a t w o f o l d way. Have 

we seen a d e c l i n e ? Yes. Have we seen any w e l l t h a t ' s 

reached a p e r i o d where we f e e l l i k e i t ' s on i t s d e c l i n e ? 

No. S e v e r a l t i m e s t h e r e are s e v e r a l i n s t a n c e s o r reasons 

why you can see a d e c l i n e . 

One c o u l d be what I was r e f e r r i n g t o e a r l i e r . I f 

you haven't o p t i m i z e d your w e l l b o r e t h r o u g h s e v e r a l 

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

b a s i c a l l y y o u r f a u l t and not t h e p o t e n t i a l o f t h e w e l l . And 

t h e second t h i n g i s , as I showed you on t h e f i r s t example, I 

b e l i e v e , t h e y ' l l go t h r o u g h a c y c l i n g q u i t e o f t e n where you 

see a d e c l i n i n g , i n c l i n i n g , f l a t ; d e c l i n i n g , i n c l i n i n g , 

f l a t ; b u t i n terms o f once we've had s t a b i l i z e d , l o n g - t e r m 

p r o d u c t i o n , b a s i c a l l y , t o my knowledge, almost every one o f 

them i s e i t h e r almost f l a t or i n c l i n i n g r i g h t now. There 

may be some o u t t h e r e t h a t are d e c l i n i n g , b u t n o t v e r y many; 

and whether o r n o t t h e y ' r e r e a l l y g o i n g t o c o n t i n u e t o 

d e c l i n e , I c o u l d n ' t s t a t e . 

HUNNICUTT REPORTING 
MAUREEN R. HUNNICUTT, RPR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

262 

Q. What i s t h e purpose o f t h e amendment t o Rule 3? 

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

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

A. W e l l , p r i m a r i l y t h a t ' s something t h a t ' s b e i n g 

done as i t i s , and i t ' s b a s i c a l l y a c l a r i f i c a t i o n t o g e t i t 

i n t o t h e r u l e s f o r our c o m f o r t t h a t i t ' s permanent. Some o f 

tho s e -- I guess I'm k i n d o f jumping ahead, b u t some o f t h e 

d i s c u s s i o n on t h a t , our landman i s g o i n g t o t a l k about on 

some o f t h e f u l l i s s u e s o f why we t h i n k i t ' s i m p o r t a n t t o 

have t h a t i n t h e r e . 

Q. So h e ' l l know more about i t ? 

A. I n terms o f j u s t why we t h i n k i t ' s i m p o r t a n t t o 

us, yes. 

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

A. Again, I guess n o t speaking as an e x p e r t i n t h i s 

area, b u t i t i s my u n d e r s t a n d i n g t h a t t h e s t a t e r e g u l a t o r y 

b o d i e s are t h e -- t h e i r r u l e s and r e g u l a t i o n s are what guide 

what would q u a l i f y f o r t h i n g s such as t a x c r e d i t s . There 

are o t h e r t h i n g s t h a t come i n t o p l a y . NGPA q u a l i f i c a t i o n s , 

e t c e t e r a , which are done e x a c t l y t h e same way, t h a t would 

a l s o have t o be c o n s i d e r e d . That you don't do, i s what I'm 

g e t t i n g a t . 

Q. W e l l , t h e s t a t e , i n f a c t , does some NGPA 

c l a s s i f i c a t i o n s . 

A. But n o t a l l o f them. 
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Q. R i g h t . 

A. R i g h t . 

Q. I t ' s my u n d e r s t a n d i n g t h a t t h e NGPA 

c l a s s i f i c a t i o n s t h a t we do i n t h e Santa Fe o f f i c e have a 

d i s c l a i m e r t o them t h a t we're n o t i n f a c t c e r t i f y i n g t h a t 

t h i s i s a l l c o a l gas or o r i g i n a t i n g from t h e c o a l . Would 

t h i s s o r t o f supersede t h a t and say, "Yes, we are c e r t i f y i n g 

t h a t t h i s i s a l l c o a l gas"? I s t h a t t h e i n t e n t ? 

A. W e l l , I'm n o t a l e g a l e x p e r t , and I would n ' t even 

v e n t u r e i n t o t h a t t e r r i t o r y . 

EXAMINATION 

BY MR. STOVALL: 

Q. Let me ask a f o l l o w u p q u e s t i o n , Mr. Dunn. From 

an e n g i n e e r i n g s t a n d p o i n t , M e r i d i a n uses open-hole 

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

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

Q. I s i t t r u e t h a t t h e y are u s i n g some sand/coal 

i n t e r f i n g e r i n g i n t h a t ? 

A. There i s ; and i n those i n s t a n c e s , we've a l r e a d y 

d e a l t w i t h t h o s e i n terms o f p r e s e n t i n g t o Frank and E r n i e , 

and anyone e l s e who might even r e q u e s t , b u t anyway, we've 

d e a l t w i t h p r o v i n g whether or n o t t h e r e i s or i s n o t any 

p r o d u c t i o n . 

B a s i c a l l y , i t comes down t o - - a c t u a l l y what's i n 

e x i s t e n c e i s , i s you have t h e r i g h t as t h e s t a t e t o i d e n t i f y 
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and make us submit commingling a p p l i c a t i o n s where i t ' s 

a p p l i c a b l e , and t h i s i s a r e v e r s e s u p p o r t o f t h a t . I t ' s 

s a y i n g , "We don't need commingling a p p l i c a t i o n s because 

t h e y ' r e n o t commingled. There's no p r o d u c t i o n . " And we've 

been t h r o u g h t h e e n g i n e e r i n g s t a n d p o i n t o f p r o v i n g t h a t 

a l r e a d y w i t h t h e s t a t e . 

And i t ' s a n o t h e r example o f , i f t h e r e ' s doubt 

w i t h i n t h e s t a t e ' s mind, t h e y don't have t o approve t h e 

C-104. They c a l l us back, and t h e y t e l l us what t h e i r 

problem i s and what data t h e y need, and we b r i n g i t f o r t h ; 

and t h e y can i d e n t i f y whether or n o t t h e r e ' s any o f tho s e 

q u e s t i o n s from t h e data t h a t t h e y a l r e a d y have i n t h e i r 

hands. 

EXAMINER CATANACH: Are t h e r e any o t h e r q u e s t i o n s o f 

t h i s w i t n e s s ? 

MR. STOVALL: I've g o t j u s t a c o u p l e . 

EXAMINER CATANACH: Oh, w e l l . 

Q. (By Mr. S t o v a l l ) I heard you t e s t i f y t h a t you do 

not s u p p o r t t h e d o w n - s i z i n g p r o v i s i o n i n t h e r u l e s . 

A. "Spacing." 

Q. R i g h t . As i n t h e sp a c i n g u n i t s i z e . What i s 

your p o s i t i o n , o r d i d I miss your t e s t i m o n y , w i t h r e s p e c t t o 

i n f i l l d r i l l i n g and procedures? Amoco made a p r o p o s a l i n 

t h e i r t e s t i m o n y . 

A. Yeah, I can' t remember what we s t a t e d e x a c t l y , 
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b u t we s u p p o r t t h e "amendment" r u l e t h a t was passed o u t by 

Amoco, s t a t i n g reasons whereby you c o u l d p e t i t i o n f o r a 

h e a r i n g and what t h a t would i n c l u d e f o r an i n f i l l 

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

Q. And do you agree, as Mr. Hawkins when he was 

t e s t i f y i n g about economics, t h a t economics are i n f a c t 

c o m p a n y - s p e c i f i c , and one company's economics are n o t 

n e c e s s a r i l y an a p p r o p r i a t e b a s i s f o r a n o t h e r company or t h e 

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

e c o n o m i c - r e l a t e d , i . e . , economics are unique t o a company? 

A. Yeah, I ' l l agree w i t h economics are unique t o a 

company. 

Q. To t h e e x t e n t t h a t economics are accepted as 

t e s t i m o n y , i t i s on t h e b a s i s on whatever q u a l i f i c a t i o n s are 

p l a c e d , whether i t ' s c o m p a n y - s p e c i f i c o r g e n e r i c ? 

A. Yes. 

Q. M e r i d i a n ' s economics don't equal anybody else ' s ? 

A. Not u s u a l l y , anyway. 

MR. STOVALL: No f u r t h e r q u e s t i o n s . 

EXAMINER CATANACH: Mr. K e n d r i d . 

MR. KENDRID: I ' d l i k e you t o e x p l a i n — 

MR. STOVALL: Excuse me. Mr. K e n d r i d , i f you want t o 

ask q u e s t i o n s , you're g o i n g t o have e n t e r an appearance as a 

p a r t y i n t h e case. 

MR. KENDRID: I'm not a p a r t y . 
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EXAMINER CATANACH: A d d i t i o n a l q u e s t i o n s ? 

(No response.) 

EXAMINER CATANACH: T h i s w i t n e s s may be excused. 

THE WITNESS: Thank you. 

( D i s c u s s i o n o f f t h e r e c o r d . ) 

ALAN ALEXANDER, 

t h e Witness h e r e i n , h a v i n g been p r e v i o u s l y d u l y sworn, was 

examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Alexander, f o r t h e r e c o r d , would you pl e a s e 

s t a t e your name and occup a t i o n ? 

A. My name i s Alan Alexander. I'm employed as a 

s e n i o r l a n d a d v i s o r f o r M e r i d i a n here i n t h e Farmington 

o f f i c e . 

Q. Mr. Alexander, as t h e landman f o r your company, 

have you been i n v o l v e d i n making a p p l i c a t i o n s t o t h e O i l 

C o n s e r v a t i o n D i v i s i o n i n t h e l a s t few years under t h e 

e x i s t i n g r u l e s c o n c e r n i n g w e l l spacings and nonstandard 

p r o r a t i o n u n i t s f o r your M e r i d i a n - o p e r a t e d w e l l s ? 

A. I have. 

Q. Are you f a m i l i a r w i t h t h e c u r r e n t p o o l r u l e s f o r 

t h e pool? 

A. Yes, I am. 

Q. I n f a c t , you a s s i s t e d i n t h e d r a f t i n g o f t h e 
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o r i g i n a l r u l e s , d i d you n o t , s i r ? 

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

MR. KELLAHIN: We t e n d e r Mr. Alexander as an e x p e r t 

p e t r o l e u m landman. 

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

Q. (By Mr. K e l l a h i n ) Mr. Alexander, l e t me have you 

t u r n p a s t Rule 3 f o r a moment i n t h e M e r i d i a n a p p l i c a t i o n , 

and l e t ' s go t o t h e t a b t h a t has t h e Rule 5 i n f o r m a t i o n . 

I t ' s b e h i n d t a b No. 3. Are you w i t h me? 

(Meridan E x h i b i t 3 was 

marked f o r i d e n t i f i c a t i o n . ) 

A. Yes, s i r . 

Q. D u r i n g t h e course o f p e r f o r m i n g your d u t i e s f o r 

y o u r company i n o b t a i n i n g i t s r e g u l a t o r y a p p r o v a l s f o r your 

w e l l s , what has caused you t o recommend t o t h e d i v i s i o n a 

m o d i f i c a t i o n o f Rule 5? 

A. We've encountered s e v e r a l i n s t a n c e s where t h e 

acreage c o n t a i n e d i n a spa c i n g u n i t i s s l i g h t l y l e s s t h a n 

what t h e p r e v i o u s r u l e p r o v i d e d f o r . I n o t h e r words, t h e r e 

was a 25 p e r c e n t leeway i n t h e p r e v i o u s r u l e t h a t would 

a l l o w you t o have acreage and a sp a c i n g u n i t somewhere 

between 240 and 400 a c r e s ; and i f you had t h a t t y p e o f 

acreage, t h e n t h a t u n i t was ap p r o v a b l e . I t was an approved 

u n i t . I t d i d n o t r e q u i r e any f u r t h e r a c t i o n from t h e 

commission. 
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We've had s e v e r a l cases, and t h e commission has 

e n t e r t a i n e d s e v e r a l o t h e r cases from o t h e r sources, whereby 

t h e acreage c o n t a i n e d i n a sp a c i n g u n i t i s s l i g h t l y l e s s o r 

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

t h a t I'm f a m i l i a r w i t h , we have gone ahead and a p p l i e d f o r a 

h e a r i n g b e f o r e t h e commission and had the s e d i f f e r e n t 

acreage f i g u r e s approved as s t a n d a r d s p a c i n g u n i t s . 

Of course, we had t o go t h r o u g h t h e h e a r i n g t o do 

t h a t . And l i k e I s a i d , t h e y , i n a l l cases t h a t I'm f a m i l i a r 

w i t h , t h e commission and t h e o t h e r p a r t i e s d i d go ahead and 

approve t h o s e . That b e i n g t h e case, we f e e l t h a t i t would 

be i n t h e b e s t i n t e r e s t o f t h e p a r t i e s a d m i n i s t r a t i v e l y and 

i n t h e b e s t i n t e r e s t o f t h e commission i f we c o u l d expand 

t h e window o f t h e amount o f acreage t h a t ' s a v a i l a b l e f o r an 

approved u n i t s l i g h t l y so t h a t t h a t i s e q u i v a l e n t t o a 

minimum o f 224 acres o r a maximum o f 416 ac r e s . That i s t h e 

acreage a s s o c i a t e d w i t h 70 p e r c e n t o f t h e s t a n d a r d u n i t o r 

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

Q. Have you have p r o v i d e d a d i s p l a y t h a t i l l u s t r a t e s 

y o u r p o i n t which concerns t h i s r u l e change? 

A. Yes, I have. There i s a l a n d p l a t a t t a c h e d 

b e h i n d t h e proposed r u l e , and i t was an a c t u a l case t h a t we 

came b e f o r e t h e commission, o r t h a t t h e commission d i d 

approve t h e u n i t s t o be s t a n d a r d u n i t s ; and i n each case 

y o u ' l l see here t h a t t h e y are s l i g h t l y below t h e 240-acre 
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minimum t h a t was r e q u i r e d under t h e p r e s e n t r u l e . 

Q. What i s t h e reason f o r t h e o c c u r r e n c e o f these 

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

A. They g e n e r a l l y occur each t i m e you have acreage 

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

There's n o t a s u f f i c i e n t acreage t o form 640-acre s e c t i o n s , 

whatever acreage i s l e f t r e s u l t s i n a su b s t a n d a r d s e c t i o n . 

Q. Are t h e r e s t i l l numbers o f examples o f 

nonstandard u n i t s f o r which a p p r o v a l has n o t y e t been 

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

A. Yes, t h e r e a r e . 

Q. Have you c i r c u l a t e d your proposed r u l e change t o 

t h e o p e r a t o r s i n t h e c o a l gas pool? 

A. I have. 

Q. And have you r e c e i v e d any o b j e c t i o n s t o your 

proposed r u l e change? 

A. I have n o t . 

Q. L e t ' s t u r n now t o t h e proposed change i n Rule 6. 

I f y o u ' l l c o n t i n u e p a s t t h e d i s p l a y f o r Rule 5, t h e exa c t 

language f o r t h e proposed r u l e change 6, i s t h a t t h e 

language t h a t ' s u n d e r l i n e d i n t h e d i s p l a y r u l e ? 

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

Q. What are you t r y i n g t o r e s o l v e here? 

A. Here a g a i n we have s i t u a t i o n s where t h e p a r t i e s 

d e s i r e t o f o l l o w t h e u n i t s t h a t were approved f o r t h e Blanco 
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Mesa Verde and t h e Basin Dakota p o o l , and t o a p p l y those 

same u n i t s t o F r u i t l a n d c o a l because t h e u n i t s t h a t were 

developed f o r t h e Mesa Verde and t h e Dakota proved t o be 

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

We've been b e f o r e t h e commission i n s e v e r a l 

i n s t a n c e s i n t h e p a s t a d o p t i n g t h e Mesa Verde o r t h e Dakota 

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

i n s t a n c e s t h e y were f i n a l l y adopted by t h e commission. 

We had a case where a f t e r c o n s u l t i n g w i t h t h e 

commission and an o t h e r p a r t y , we decided t o change those 

r u l e s s l i g h t l y . We adopted p a r t o f them and changed p a r t o f 

them. And t h a t ' s t h e reason t h a t y o u ' l l see t h e Rule F 

under Rule 6, t h a t we t h i n k t h a t i t ' s s t i l l a p p r o p r i a t e t h a t 

t h e commission t a k e a l o o k a t t h a t a p p l i c a t i o n , and i f t h e y 

have a problem or i f a n o t h e r p a r t y s h o u l d have a problem, 

t h e n o f course t h e commission c o u l d go ahead and s e t t h a t 

f o r h e a r i n g and r e s o l v e any o f tho s e problems. But i t ' s 

been our e x p e r i e n c e i n t h e v a s t m a j o r i t y o f t h e t i m e s , i t 

was n o t necessary, t h e r e were no o b j e c t i o n s , and t h e r e would 

be an a d m i n i s t r a t i v e a p p l i c a t i o n here t o ease t h e burden on 

b o t h t h e o p e r a t o r s and t h e commission t o go ahead and 

approve t h e s e k i n d s o f u n i t s . 

Q. Again, t h e l i k e l y source o f t h i s t y p e o f r e q u e s t 

f o r a nonstandard u n i t i s a t t r i b u t e d t o what? 

A. Again, i t ' s a t t r i b u t e d t o s h o r t s e c t i o n s , 
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s u b s t a n d a r d s e c t i o n s t h a t do n o t c o n t a i n t h e f u l l 640 acre s . 

Q. And i n those i n s t a n c e s you have t o c r o s s a 

s e c t i o n l i n e i n o r d e r t o form a s p a c i n g u n i t o f l a r g e enough 

s i z e t o g e t i n t h e s t a n d a r d window c o n f i g u r a t i o n ? 

A. You don't n e c e s s a r i l y have t o , b u t i n a l o t o f 

i n s t a n c e s i n t h e Mesa Verde and t h e Dakota t h e y d i d . They 

c r o s s - s e c t i o n e d l i n e s t o come up t o a -- as c l o s e as t h e y 

c o u l d g e t t o 320 ac r e s . 

Q. Behind t h a t r u l e change you've e n c l o s e d a d i s p l a y 

t h a t demonstrates what, Mr. Alexander? 

A. I t demonstrates an area i n t h e b a s i n , and a g a i n 

t h i s was an a c t u a l case we b r o u g h t b e f o r e t h e commission. 

I t ' s an area i n t h e b a s i n where t h e r e a r e Mesa Verde or 

Dakota p r o r a t i o n u n i t s , and t h e y have been o u t l i n e d . 

We have a l s o shown what t h e o r d e r was t h a t 

o r i g i n a l l y e s t a b l i s h e d those u n i t s , and we b r o u g h t t h i s case 

b e f o r e t h e commission, and i t was approved so t h a t we 

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

Q. Have you c i r c u l a t e d your proposed r u l e change f o r 

6 t o t h e i n d u s t r y ? 

A. I have. 

Q. And have you r e c e i v e d any o b j e c t i o n s ? 

A. I have n o t . 

Q. I n your o p i n i o n , w i l l t h e m o d i f i c a t i o n s t o 

Rules 5 and 6 r e l i e v e an a d m i n i s t r a t i v e burden upon t h e 
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d i v i s i o n as w e l l as t h e a p p l i c a n t i n o r d e r t o process t h e 

sp a c i n g u n i t s f o r those t y p e s o f w e l l s ? 

A. I b e l i e v e t h e y w i l l . 

(Meridan E x h i b i t 2 was 

marked f o r i d e n t i f i c a t i o n . ) 

Q. L e t ' s t u r n now t o t h e t o p i c o f t h e C-104. I f 

y o u ' l l l o o k a t Rule 3, and i t ' s b e h i n d t a b 2 i n t h e M e r i d i a n 

e x h i b i t book. Mr. Dunn has touched upon some o f t h e 

e n g i n e e r i n g i n f o r m a t i o n t h a t i s f u r n i s h e d t o t h e d i v i s i o n a t 

Aztec so t h a t t h e y can c o n f i r m t o use t h e o p e r a t o r , t h a t 

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

a p p r o p r i a t e p o o l . 

A. Yeah. 

Q. What do you do as t h e landman i n managing t h e 

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

us how you have r e c e n t l y gone about d e t e r m i n i n g from t h e 

d i v i s i o n t h a t , i n f a c t , t h e Aztec o f f i c e when i t s i g n s t h e 

C-104 uses t h a t as an i n d i c a t i o n t o you t h a t t h e y ' r e 

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

A. W e l l , I've been i n v o l v e d , a l t h o u g h i t ' s n o t my 

p r i m a r y r e s p o n s i b i l i t y , I have been i n v o l v e d w i t h t h e 

communication between our s t a f f , our r e s e r v o i r s t a f f , 

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

procedure t h a t would i d e n t i f y t h a t a c o a l w e l l i s , i n f a c t , 

p r o d u c i n g from F r u i t l a n d c o a l and i s , i n f a c t , n o t 
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commingled w i t h a n o t h e r source o f s u p p l y . We b e l i e v e t h a t 

i t i s i m p o r t a n t f o r t h e commission or t h e d i v i s i o n t o 

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

F r u i t l a n d common source o f s u p p l y . 

We met w i t h t h e commission on one p r i o r i n s t a n c e 

i n an area where t h e r e c o u l d have been some doubt t h a t t h e 

gas coming from c o a l w e l l s may have had some c o n t r i b u t i o n 

from o t h e r sources o f s u p p l y and s u p p l i e d them w i t h t h e 

i n f o r m a t i o n over and above what i s r e f e r r e d t o i n Rule 2 o f 

t h e o r d e r , t h a t a l l o w e d t h e commission t o e v a l u a t e t h a t , and 

t h e y d e t e r m i n e d t h a t , i n f a c t , t h e p r o d u c t i o n was coming 

from t h e F r u i t l a n d c o a l . 

That p a r t i c u l a r i n s t a n c e r e s u l t e d i n t h e l e t t e r 

t h a t y o u ' l l see i n t h e e x h i b i t book t h a t we r e c e i v e d from 

Mr. Chavez, d a t e d October 19, 199 0. I b e l i e v e t h e 

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

we have been under t h e u n d e r s t a n d i n g t h a t any t i m e a C-104 

i s approved t h a t , i n f a c t , t h e commission i s c o n f i r m i n g t h a t 

t h e o p e r a t o r i s p r o d u c i n g from t h e a p p r o p r i a t e common source 

o f s u p p l y . 

Q. When we l o o k a t Rule 2, t h e r e e x i s t s as a r u l e 

now f o r t h i s p o o l i n f o r m a t i o n o r data t h a t ' s s u p p l i e d t o t h e 

d i v i s i o n from which, t h e n , i t can reach t h a t d e c i s i o n ? 

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

Q. And you l o o k a t Rule 3, and i t t a l k s about t h e 
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d i v i s i o n d i r e c t o r a d v i s i n g t h e o p e r a t o r about a 

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

p r o p e r l y a l l o c a t e d t o t h e p r o p e r pool? 

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

Q. How would you c h a r a c t e r i z e t h e r u l e change f o r 

Rule 3, t h e n , by t h e d i v i s i o n l e n g t h ? 

A. I c h a r a c t e r i z e i t as a c l a r i f i c a t i o n . The 

o r i g i n a l r u l e s i n t e n d e d t h a t t h e d i v i s i o n would, o f course, 

l o o k a t t h e p r o d u c t i o n coming from a w e l l and make t h e 

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

F r u i t l a n d c o a l seams, a c c o r d i n g t o c r i t e r i a t h a t b o t h t h e 

o p e r a t o r s and t h e commission agreed upon. 

We f a i l e d t o f i n i s h t h a t i n t h a t we d i d n o t 

s p e c i f y a t what p o i n t i n t i m e t h a t a n a l y s i s was s a t i s f i e d , 

t h a t t h e commission was s a t i s f i e d . And we f e e l t h a t t h e 

a d o p t i o n o f t h e C-104 -- excuse me -- completes t h e r u l e i n 

t h a t once a l l o f t h i s c r i t e r i a has been l o o k e d a t and once 

t h a t a l l o f t h e p a r t i e s concerned are c o m f o r t a b l e and t h a t 

t h e commission has signed o f f on C-104, t h a t a l l p a r t i e s 

s h o u l d be c o m f o r t a b l e , i n f a c t , t h a t t h e y have t h e 

a p p r o p r i a t e p r o d u c t i o n . 

Q. Again, have you c i r c u l a t e d your proposed r u l e t o 

t h e i n d u s t r y ? 

A. I have. 

Q. And have you r e c e i v e d any o b j e c t i o n s t o t h e 
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proposed r u l e change i n Rule 3? 

A. I have n o t . 

MR. KELLAHIN: That concludes my e x a m i n a t i o n o f 

Mr. Alexander. 

We move t h e i n t r o d u c t i o n o f t h e e x h i b i t s b e h i n d 

e x h i b i t t a b s 2 and 3 i n t h e M e r i d i a n e x h i b i t book. 

EXAMINER CATANACH: E x h i b i t s 2 and 3 i n t h e book w i l l 

be a d m i t t e d as evidence i n t h i s case. 

( M e r i d i a n E x h i b i t s 2 and 3 

were a d m i t t e d i n t o evidence.) 

MR. KELLAHIN: That concludes my e x a m i n a t i o n o f 

Mr. Ale x a n d e r . 

EXAMINER CATANACH: Are t h e r e any q u e s t i o n s o f t h i s 

w i t n e s s ? 

MR. STOVALL: Yeah, I have one q u e s t i o n . 

EXAMINATION 

BY MR. STOVALL: 

Q. Mr. Alexander, t h e Mesa Verde and t h e Dakota 

s o l u t i o n t o s p a c i n g u n i t s i n those funny s e c t i o n areas, when 

was t h a t o r i g i n a l l y developed, do you know? 

A. The Mesa Verde or d e r s ? 

Q. Yeah, t h a t you're t r y i n g t o b r i n g t h e nonstandard 

u n i t s i n t o compliance. 

A. They were developed over t i m e , and we're n o t sure 

t h a t I gave you t h e da t e . I n t h e one example t h a t I have, I 
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have t h e o r d e r number, and l e t me make a q u i c k r e f e r e n c e 

here. Yes, I d i d . I n t h i s p a r t i c u l a r case, t h e NMOCD 

approved t h i s p a r t i c u l a r o r d e r on August 14, 1969. Most o f 

them were adopted q u i t e some t i m e ago. 

Q. I s my u n d e r s t a n d i n g c o r r e c t t h a t t h a t was done i n 

c o o p e r a t i o n w i t h t h e Aztec o f f i c e a t t h a t p o i n t i n t i m e as a 

p r o s p e c t i v e s o l u t i o n t o t h e s t r a n g e surveys up i n t h a t area 

o f San Juan County? 

A. Yeah. I t was done i n c o o p e r a t i o n w i t h n o t o n l y 

t h e Aztec o f f i c e , b u t a l s o o f course t h e Santa Fe o f f i c e , 

because a l l o f these d i d comport t o t h e h e a r i n g process and 

were approved. 

Q. And i t has worked ever s i n c e ; i s t h a t c o r r e c t ? 

A. I t has worked v e r y w e l l . And I d i d mention t h a t 

i n some i n s t a n c e s , i t may be necessary t o n o t adopt one o f 

thos e r u l e s , b u t i n t h e v a s t m a j o r i t y o f t h e t i m e t h e y have 

been adopted. 

Q. And Mr. A l K e n d r i d was i n t h e d i s t r i c t a t t h a t 

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

A. That I don't know. 

MR. STOVALL: I t h i n k t h e r e c o r d can r e f l e c t t h a t . 

MR. KENDRID: I d i d n ' t hear you. 

MR. STOVALL: You were i n t h e d i s t r i c t a t t h e t i m e , i s 

t h a t c o r r e c t , A l , as t h a t happened? 

MR. KENDRID: The t o t a l match 25 p e r c e n t r u l e , i s t h a t 
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what you're saying? 

MR. STOVALL: No. The unusual p r o r a t i o n u n i t s , t h a t 

Mesa Verde, Dakota p l a n . 

MR. KENDRID: The commission s t a f f d i d t h e casework f o r 

Order R-1814 f o r t h e Dakota w e l l . 

( D i s c u s s i o n o f f t h e r e c o r d . ) 

MR. STOVALL: Would you r e p e a t t h a t a l i t t l e l o u d e r ? 

MR. KENDRID: The commission s t a f f d i d t h e casework f o r 

t h e case t h a t r e s u l t e d i n Order R-1814 f o r t h e Dakota w e l l . 

MR. STOVALL: Okay. No f u r t h e r q u e s t i o n s . 

EXAMINER CATANACH: The w i t n e s s may be excused. 

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

t h i s time? 

MR. BRUCE: Mr. Examiner, I would l i k e t o p r e s e n t 

b r i e f l y one w i t n e s s . 

BILL HERING, 

th e Witness h e r e i n , h a v i n g been p r e v i o u s l y d u l y sworn, was 

examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you pleas e s t a t e your name? 

A. My name i s B i l l H e r i n g . 

Q. Where do you r e s i d e ? 

A. I r e s i d e here i n Farmington a t 612 Rosa. 

Q. Whom do you work f o r ? 
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A. Union O i l Company o f C a l i f o r n i a . 

Q. What i s your o c c u p a t i o n w i t h Unocal? 

A. I'm t h e d i s t r i c t p e t r o l e u m e n g i n e e r here i n 

Farmington. 

Q. As d i s t r i c t e n g ineer are you f a m i l i a r w i t h t h e 

Unocal's c o a l gas o p e r a t i o n s i n t h i s pool? 

A. Yes, I am. 

Q. And have you p r e v i o u s l y 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 and been accepted as an e x p e r t ? 

A. Yes, I have. 

MR. BRUCE: Mr. Examiner, I t e n d e r t h e w i t n e s s as an 

e x p e r t . 

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

Q. (By Mr. Bruce) Mr. H e r i n g , what area does Unocal 

operate? 

A. We o p e r a t e -- we have our p r i m a r y o p e r a t i o n s i n 

Rio A r r i b a c o u n t y , and our p r i m a r y l a n d h o l d i n g i s t h e 

Rincon u n i t . 

Q. What's t h e approximate t o w n s h i p and range? 

A. The approximate t o w n s h i p and range i s 26 and 27 

N o r t h , 6 and 7 West; and i n r e g a r d t o t h e Coalbed Methane 

Committee s t u d y , t h a t l i e s w i t h i n Area 3. 

Q. How many w e l l s has Unocal d r i l l e d i n t h a t u n i t , 

t h e Rincon u n i t ? 

A. W i t h i n t h e u n i t we have d r i l l e d 42 w e l l s . 
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Q. Have you measured p e r m e a b i l i t y w i t h i n t h o s e 

w e l l s ? 

A. Yes, we have. We have d i r e c t l y measured 

p e r m e a b i l i t y on n i n e w e l l s . 

Q. And what i s your f i g u r e f o r p e r m e a b i l i t y ? 

A. We do have some spread o f v a l u e s ; however, t h e 

average i s l e s s t h a n one m i l l i d a r c y . 

Q. And i n t h e w e l l s t h a t you have i n your u n i t area, 

what t y p e o f d e c l i n e curves do you see? 

A. Our t y p i c a l response i s t o -- w i t h t h e e x c e p t i o n 

o f t h e l o a d r e c o v e r y of f r a c t u r e s t i m u l a t i o n , which may 

occur f o r a m a t t e r o f days, we see i n i t i a l d e c l i n e s . 

Q. C o n v e n t i o n a l gas w e l l s d e c l i n e . 

A. C o n v e n t i o n a l t y p e o f d e c l i n e s . 

Q. Now, f o r your w e l l s do you s t i l l recommend t h e 

use o f a s i m u l a t o r i n d e t e r m i n i n g a p p r o p r i a t e w e l l spacing? 

A. Yes, we use t h e s i m u l a t o r i n our p r o j e c t i o n s , and 

we f e e l t h a t t h e d e s o r p t i o n phenomena i s u n i q u e ; and 

t h e r e f o r e , s t a n d a r d d e c l i n e curve a n a l y s i s does n o t a p p l y . 

Q. What sp a c i n g does Unocal recommend f o r t h i s pool? 

A. We have recommended a d o p t i o n o f t h e 320-acre 

s p a c i n g . 

Q. And do you recommend some t y p e o f i n f i l l d r i l l i n g 

p r o v i s i o n ? 

A. Yes, we do. 

HUNNICUTT REPORTING 
MAUREEN R. HUNNICUTT, RPR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

280 

Q. And t h a t ' s a l r e a d y been s u b m i t t e d t o t h e OCD, has 

i t not? 

A. Yes, i t has. 

Q. One f i n a l q u e s t i o n . Would you d i s c u s s r a t e o f 

r e c o v e r y and i t s importance t o i n f i l l d r i l l i n g ? 

A. W e l l , i t ' s p r i m a r i l y an economic i s s u e , and I 

don't want t o d w e l l on economic i s s u e s . I t h i n k t h o s e have 

been d i s c u s s e d . However, r a t e o f r e c o v e r y i s a key i s s u e i n 

the way t h a t we approach t h e economics, and p a r t i c u l a r l y 

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

i s a key t h a t needs t o be tak e n i n t o account. 

From t h a t s t a n d p o i n t we do analyze economics 

q u i t e c l o s e l y , and we found t h a t i n some areas r e c o m p l e t i o n s 

may even be v e r y a t t r a c t i v e and v i a b l e way o f r e c o v e r y . 

Q. And i n your area o f o p e r a t i o n are t h e r e c e r t a i n 

deeper w e l l s which are p o t e n t i a l c a n d i d a t e s f o r 

r e c o m p l e t i o n ? 

A. Yes. We have w e l l s t o s e v e r a l d i f f e r e n t , deeper 

h o r i z o n s t h a t p e n e t r a t e t h e F r u i t l a n d c o a l . 

MR. BRUCE: Thank you. 

Mr. Examiner, a t t h i s t i m e I would j u s t submit 

t h i s Unocal E x h i b i t No. 1, Unocal's proposed i n f i l l d r i l l i n g 

o r d e r -- or n o t o r d e r , b u t i t ' s p r o p o s a l on i n f i l l d r i l l i n g 

p r o c e d u r e , and I t h i n k t h a t ' s p r e v i o u s l y been s u b m i t t e d t o 

a l l c o u n s e l , b u t I've some e x t r a c o p i e s . 
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(Unocal E x h i b i t 1 was 

marked f o r i d e n t i f i c a t i o n . ) 

EXAMINER CATANACH: I have j u s t have a co u p l e o f 

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

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. H e r i n g , you t e s t i f i e d t h a t you have now seen 

d e c l i n e s , r e g u l a r d e c l i n e s , i n your w e l l s . 

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

Q. What's t h e d i f f e r e n c e between d e c l i n e curves t h a t 

you're g e n e r a t i n g and a c o n v e n t i o n a l d e c l i n e curve? Why 

ca n ' t t h e y be used as a c o n v e n t i o n a l d e c l i n e curve? 

A. W e l l , when I speak i n r e g a r d t o c o n v e n t i o n a l 

d e c l i n e c u r v e s , I'm t a l k i n g i n r e g a r d t o c o n v e n t i o n a l 

r e s e r v o i r s . I mentioned t h e d e s o r p t i o n phenomenon, and t h a t 

w i l l have some e f f e c t on t h e a c t u a l shape o f t h e cu r v e . I'm 

n o t s a y i n g t h a t we're n o t g o i n g t o encounter f l a t t e n i n g , b u t 

I am s a y i n g i t ' s d i f f e r e n t from a c o n v e n t i o n a l gas sand 

d e c l i n e . 

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

Are t h e r e any a d d i t i o n a l q u e s t i o n s o f t h i s 

w i t n e s s ? 

(No response.) 

EXAMINER CATANACH: I f n o t , you may be excused. 

I s t h e r e any a d d i t i o n a l t e s t i m o n y t o be 
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presented? 

(No response. ) 

EXAMINER CATANACH: I t h i n k a t t h i s t i m e w e ' l l — 

MR. BRUCE: Mr. Examiner, one t h i n g . I don't know i f I 

moved t h e admission o f Unocal E x h i b i t 1. 

EXAMINER CATANACH: Unocal E x h i b i t No. 1 w i l l be 

a d m i t t e d as evidence i n t h i s case. 

(Unocal E x h i b i t 1 was 

a d m i t t e d i n t o evidence.) 

EXAMINER CATANACH: I t h i n k t h e r e b e i n g no f u r t h e r 

t e s t i m o n y , I t h i n k w e ' l l e n t e r t a i n c l o s i n g s t a t e m e n t s from 

t h e a t t o r n e y s o r any o t h e r p a r t y who wants t o make a 

sta t e m e n t a t t h i s t i m e . 

MR. STOVALL: Perhaps t h i s would be t h e a p p r o p r i a t e 

t i m e t o g e t Mr. Fel l o w s t o e n t e r h i s st a t e m e n t i n t h e r e c o r d 

on b e h a l f o f t h e BLM, and any -- i f t h e r e are any o t h e r 

governmental agencies here t h a t w i s h t o e n t e r . 

A note f o r t h e r e c o r d t h a t we r e c e i v e d p r i o r t o 

t h e l a s t h e a r i n g a statement from t h e F o r e s t S e r v i c e w i t h 

r e s p e c t t o d e n s i t y which addressed p r i m a r i l y , I t h i n k , 

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

f i l e s . 

( D i s c u s s i o n o f f t h e r e c o r d . ) 

MR. STOVALL: I t i s n o t a sworn s t a t e m e n t . I t i s a 

sta t e m e n t o f p o s i t i o n by t h e BLM. I s t h a t c o r r e c t ? 
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MR. FELLOWS: Yes. 

STATEMENT BY 

RON FELLOWS 

MR. FELLOWS: T h i s i s , Mr. Examiner and Mr. S t o v a l l , 

t h i s i s j u s t t h a t . T h i s i s a b r i e f p o l i c y s t a t e m e n t , 

p r e p a r e d s t a t e m e n t t h a t I would l i k e t o re a d . T h i s 

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

Management i n t h e m a t t e r o f 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 

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

t h e Basin F r u i t l a n d . 

"Much o f t h e F r u i t l a n d Coal Gas Pool i s f e d e r a l l y 

owned and u n d e r l i e s lands a d m i n i s t e r e d by t h e Farmington 

Resource Area by t h e Bureau o f Land Management. Some o f 

thes e l a n d s are s p e c i a l l y managed f o r p r o t e c t i o n because o f 

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

v a l u e s . 

"An agreement i s b e i n g developed by t h e San Juan 

Basin O i l and Gas I n t e r a g e n c y Working Group which i n c l u d e s 

t h e BLM and s e v e r a l o t h e r f e d e r a l and s t a t e s u r f a c e and 

r e s o u r c e management agencies. T h i s document w i l l s e rve as a 

g u i d e l i n e f o r a d d r e s s i n g o i l and gas development and r e l a t e d 

e n v i r o n m e n t a l concerns w i t h i n t h e San Juan Basin o f New 

Mexico. Under t h i s agreement unorthodox l o c a t i o n s , 

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

f o r m u l t i p l e w e l l s and m u l t i p l e c o m p l e t i o n s from a s i n g l e 
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w e l l may become common p r a c t i c e t o m i t i g a t e impacts t o 

r e s o u r c e v a l u e s . Operators need t o be aware o f the s e 

p o s s i b l e changes. 

"Energy development on BLM a d m i n i s t e r e d l a n d s i s 

gu i d e d by approved Resource Management Plans i n conformance 

w i t h t h e N a t i o n a l E n v i r o n m e n t a l P o l i c y A c t . To d a t e , w e l l 

l o c a t i o n s w i t h i n t h e San Juan Basin have been b u i l t w i t h i n 

m u t u a l l y a c c e p t a b l e l e v e l s o f m i t i g a t i o n . D r i l l i n g on 

160-acre s p a c i n g w i t h i n areas t h a t remain u n d i s t u r b e d w i l l 

r e q u i r e t h e most m i t i g a t i o n t o p r o t e c t r e s o u r c e v a l u e s and a 

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

a g encies. 

"The BLM w i l l c o o perate i n t h e i m p l e m e n t a t i o n o f 

r u l e s c o n c e r n i n g s p a c i n g f o r Basin F r u i t l a n d c o a l gas w e l l s . 

However, i n o r d e r t o p r o t e c t r e s o u r c e v a l u e s , i t may n o t be 

p o s s i b l e t o l o c a t e a w e l l w i t h i n each 160-acre s p a c i n g u n i t . 

A l t e r n a t e d r i l l i n g p r a c t i c e s i n unorthodox l o c a t i o n s 

c o n s i d e r e d e x c e p t i o n a l now, may be commonplace under t h e 

160-acre s p a c i n g . " 

Signed " L a r r y Woodard, S t a t e D i r e c t o r " f o r t h e 

S t a t e o f New Mexico. 

That's a l l I have as a p o l i c y s t a t e m e n t . I o f f e r 

t h i s t o o . 

EXAMINER CATANACH: Okay. 

( D i s c u s s i o n o f f t h e r e c o r d . ) 
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MR. STOVALL: Mr. Fel l o w s j u s t added i f anybody wants 

t o p i c k up a w r i t t e n copy o f t h i s , he does have them a t t h e 

Farmington o f f i c e here, so i t i s a v a i l a b l e . He does n o t 

have them w i t h him. I'm sure --

Ron, you c o u l d w r i t e and r e q u e s t t h a t s t a t e m e n t 

too? Would t h a t be --

MR. FELLOWS: Yes. 

EXAMINER CATANACH: Okay. A d d i t i o n a l s t a t e m e n t s a t 

t h i s time? 

STATEMENT BY 

TOMMY ROBERTS 

MR. ROBERTS: Mr. Examiner, my name i s Tommy Roberts . 

I'm a p p e a r i n g here today --

( D i s c u s s i o n o f f t h e r e c o r d . ) 

MR. ROBERTS: Mr. Examiner, my name i s Tommy Roberts. 

I'm a p p e a r i n g today on b e h a l f o f McKenzie Methane 

C o r p o r a t i o n . I have a statement which I've been asked t o 

read i n t o t h e r e c o r d , and t h e n I would l i k e t o f o l l o w t h a t 

w i t h a couple o f b r i e f comments. 

The s t a t e m e n t i s i n t h e form o f a l e t t e r d a ted 

A p r i l 4, 1991. I t ' s addressed t o Energy, M i n e r a l s and 

N a t u r a l Resources Department o f t h e S t a t e o f New Mexico. 

"Ladies and Gentlemen: 

"McKenzie Methane C o r p o r a t i o n p r e s e n t l y agrees 

w i t h t h e c u r r e n t B a s i n - F r u i t l a n d Coal Gas r u l e s which 
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e s t a b l i s h 320-acre s p a c i n g w i t h t h e e x c e p t i o n t h a t o p e r a t o r s 

s h o u l d be a l l o w e d t o r e q u e s t p e r m i s s i o n o f t h e commission t o 

d r i l l a d d i t i o n a l F r u i t l a n d f o r m a t i o n w e l l s on approved 

320-acre u n i t s where economic, g e o l o g i c and/or e n g i n e e r i n g 

evidence j u s t i f i e s such a d d i t i o n a l w e l l s . 

"Such e x c e p t i o n s s h o u l d be g r a n t e d by t h e 

commission upon n o t i c e and h e a r i n g . N o t i c e s h o u l d be i n 

w r i t i n g by f i r s t - c l a s s m a i l , l i m i t e d t o owners o f r i g h t s i n 

t h e B a s i n - F r u i t l a n d Coal Gas Pool and g i v e n t o o p e r a t o r s o f 

w e l l s , owners o f u n d r i l l e d l eases and unleased m i n e r a l 

owners w i t h i n t h e boun d a r i e s o f t h e u n i t area f o r which t h e 

d r i l l i n g o f a d d i t i o n a l w e l l s i s r e q u e s t e d and t h e u n i t ' s 

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

"Thank you f o r t h i s o p p o r t u n i t y t o e n t e r our 

remarks i n t o t h e r e c o r d o f today's h e a r i n g on t h e 

abov e - c a p t i o n e d m a t t e r . 

"Very t r u l y y o u r s , 

"Roger H. L i c h t y , V i c e P r e s i d e n t , Land and 

L e g a l . " 

The comments I have focus on t h e Amoco proposed 

i n f i l l amendment. McKenzie Methane has two p r i n c i p a l 

concerns. F i r s t , McKenzie i s opposed t o t h e i n c l u s i o n i n an 

i n f i l l r u l e o f any r e q u i r e m e n t o r sta t e m e n t t h a t any p a r t y 

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

appear and p a r t i c i p a t e . 
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McKenzie's p o s i t i o n i s s i m p l y t h a t s t a n d i n g t o 

appear and p a r t i c i p a t e has never been an i s s u e i n d i v i s i o n 

o r commission p r o c e e d i n g s . H i s t o r i c a l l y , any person or 

e n t i t y a s s e r t i n g an i n t e r e s t has been p e r m i t t e d t o appear 

and p a r t i c i p a t e . The degree o f i n t e r e s t o f t h e i n t e r v e n i n g 

p a r t y has been c o n s i d e r e d when g i v i n g w e i g h t t o t h e v a l u e o f 

th e evidence s u b m i t t e d by t h a t p a r t y . A g a i n , McKenzie 

b e l i e v e s t h a t a st a t e m e n t o f r i g h t t o appear and p a r t i c i p a t e 

i s unnecessary. 

The second concern McKenzie has i s t h a t i t 

b e l i e v e s t h a t t h e 20-day n o t i c e r e q u i r e m e n t c u r r e n t l y i n 

e f f e c t under Rule 1207 o f t h e commission and d i v i s i o n r u l e s 

p r o v i d e s adequate n o t i c e t o p a r t i e s r e q u i r e d t o be n o t i f i e d 

o f proposed i n f i l l o p e r a t i o n s . I f a l o n g e r n o t i c e p e r i o d i s 

e s t a b l i s h e d by r u l e , t h e n McKenzie b e l i e v e s t h a t t h e r u l e 

s h a l l a l s o p r o v i d e t h a t a case s h a l l n o t be c o n t i n u e d a t t h e 

r e q u e s t o f t h e i n t e r v e n i n g p a r t i e s . 

Mr. Examiner, t h a t concludes our comments. 

EXAMINER CATANACH: A d d i t i o n a l s tatements? 

STATEMENT BY 

TIM MARSH 

MR. MARSH: My name i s Tim Marsh. I'm a p e t r o l e u m 

e n g i n e e r w i t h Texaco, w o r k i n g i n t h e e x p l o i t a t i o n 

d epartment, M i d l a n d , Texas; and I'm here t o e n t e r a 

sta t e m e n t on b e h a l f o f Texaco; namely, t h a t we s u p p o r t t h e 
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a d o p t i o n o f t h e temporary f i e l d r u l e s as permanent w i t h t h e 

amendments proposed by Amoco, M e r i d i a n and o t h e r s , w i t h t h e 

320-acre b a s i c u n i t s w i t h a l l o w a n c e f o r i n f i l l d r i l l i n g 

a f t e r n o t i f i c a t i o n and h e a r i n g . I t i s our p o s i t i o n t h a t 

t h i s w i l l b e s t accomplish t h e g o a l s o f p r e v e n t i n g waste and 

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

We have o i l and gas r i g h t s f o r F r u i t l a n d c o a l 

h o r i z o n c o v e r i n g r o u g h l y 58,000 acres w i t h i n San Juan and 

Rio A r r i b a C o u n t i e s . I n t h e pa s t year we've d r i l l e d 78 

w e l l s o r p a r t i c i p a t e d i n d r i l l i n g 78 w e l l s a t a c o s t o f 

almos t $15 m i l l i o n and are committed t o a s i m i l a r l e v e l o f 

a c t i v i t y f o r t h i s year and '92. As such, t h e s e r u l e s do 

r e p r e s e n t a s i g n i f i c a n t impact on Texaco. 

We b e l i e v e t h a t t h i s r e s o u r c e i s -- t h a t i t ' s 

i m p o r t a n t f o r t h e management o f t h i s r e s o u r c e t h a t such 

modern t e c h n i q u e s as s i m u l a t i o n be employed, and t o t h a t end 

we are a c t i v e l y engaged i n data a c q u i s i t i o n t h r o u g h p r e s s u r e 

t r a n s i e n t t e s t i n g , core and sample a n a l y s i s and w e l l l o g s . 

W e l l performance i s o f p a r t i c u l a r i mportance 

g i v e n t h e n o n c o n v e n t i o n a l mechanism o f d e s o r p t i o n and 

p r o d u c t i o n . And here s t r u c k by t h e dec i d e d l a c k o f such 

d a t a a t p r e s e n t from p u b l i c i n f o r m a t i o n sources, Area 1 

appears t o l e s s t h a n 33 p e r c e n t developed, Area 2 l e s s t h a n 

2 p e r c e n t and Area 3 l e s s t h a n 10 p e r c e n t developed. 

L i k e w i s e what p r o d u c t i o n i n f o r m a t i o n i s o u t t h e r e i s v e r y 
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s h o r t - l i v e d . Roughly 40 p e r c e n t o f t h e w e l l s appear t o be 

l e s s t h a n 12 months o l d . 

We concur w i t h c o n c l u s i o n "A" o f t h e s t u d y r e p o r t 

o f t h e San Juan Basin committee s t a t i n g t h a t 320-acre 

s p a c i n g i s most a p p r o p r i a t e f o r i n i t i a l development o f t h e 

F r u i t l a n d c o a l . While t h e r e may be l o c a t i o n s t h a t e x i s t 

where r e c o v e r y o p e r a t i o n s are o p t i m i z e d a t w e l l d e n s i t i e s o f 

more t h a n one w e l l per 320 ac r e s , i t i s our o p i n i o n t h a t t h e 

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

j u s t i f y d e p a r t u r e from t h e 320-acre w e l l d e n s i t y except on a 

s i t e - s p e c i f i c b a s i s as p r o v i d e d f o r i n t h e proposed 

amendments. 

We b e l i e v e t h a t t h i s approach w i l l s e rve t o a v o i d 

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

f l e x i b i l i t y t o t a i l o r o p e r a t i o n s t o maximize b e n e f i t t o a l l 

t h e p a r t i e s concerned. 

Thank you. 

EXAMINER CATANACH: Thank you, Mr. Marsh. 

STATEMENT BY 

THOMAS R. MOORE 

MR. MOORE: Mr. Examiner, my name i s Thomas Moore w i t h 

P h i l l i p s Petroleum. As t e c h n i c a l r e p r e s e n t a t i v e f o r 

P h i l l i p s Petroleum i n t h i s m a t t e r , I wish t o express my 

su p p o r t f o r b o t h t h e t e c h n i c a l m e r i t and t h e g e n e r a l 

f i n d i n g s o f t h e st u d y performed by ICF Resources on b e h a l f 
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o f t h e Coalbed Methane Committee. 

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

s t u d y t h a t concern us here t o d a y ; t h a t i s , t h e r e are indeed 

areas i n t h e p o o l where t h e r e are such c o m b i n a t i o n s o f 

r e s e r v o i r p r o p e r t i e s t h a t e x i s t t h a t may j u s t i f y t h e 

d r i l l i n g o f a second w e l l on t h e e s t a b l i s h e d 320-acre 

s t a n d a r d s p a c i n g u n i t s . 

F u r t h e r we f u l l y s u p p o r t t h e m o t i o n p r e v i o u s l y 

f i l e d w i t h t h e d i v i s i o n by Amoco, M e r i d i a n , P h i l l i p s and 

o t h e r s and i t s a t t a c h e d e x h i b i t r e q u e s t i n g t h a t i n d i v i d u a l 

o p e r a t o r s be p e r m i t t e d t o ap p l y t h r o u g h a process o f b o t h 

w r i t t e n n o t i c e and h e a r i n g f o r a second w e l l on t h a t 

s t a n d a r d 320 acres or approved nonstandard s p a c i n g u n i t . 

We s t r o n g l y f e e l t h a t any p a r t y w i t h a m i n e r a l 

i n t e r e s t i n t h e B a s i n - F r u i t l a n d Coal Gas Pool s h o u l d have 

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

p a r t i c u l a r l y e a r l y i n t h e process o f a d j u d i c a t i n g such 

a p p l i c a t i o n s . 

We f e e l t h a t t h e process o u t l i n e d i n E x h i b i t A o f 

th e m o t i o n would p r o t e c t b o t h t h e c o r r e l a t i v e r i g h t s o f a l l 

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

p o t e n t i a l l y v a l u a b l e r e s o u r c e . 

A l s o , a l t h o u g h I'm n o t p e r s o n a l l y q u a l i f i e d i n 

th e f i e l d o f p e t r o l e u m l a n d management, I' v e been asked by 

our l a n d department t o s t a t e t h a t P h i l l i p s f u l l y s u p p o r t s 
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t h e amendments t o Rules 5 and 6 p r e v i o u s l y proposed by 

M e r i d i a n O i l r e g a r d i n g t h e nonstandard s p a c i n g u n i t s , and 

a l s o we s u p p o r t t h e i r p r o p o s a l t o amend Rule 3 so t h a t 

t h r o u g h t h e a p p r o v a l o f form C-104, t h e d i v i s i o n c o n f i r m s 

t h a t a w e l l i s indeed p r o d u c i n g from t h e B a s i n - F r u i t l a n d gas 

p o o l . 

d e a l t w i t h a t t h a t t i m e when a l l t h e p a r t i e s have t h e people 

i n v o l v e d who w i l l be d r i l l i n g those w e l l s , and t h e q u e s t i o n s 

can be asked a t t h a t t i m e and det e r m i n e d a t t h a t t i m e . 

Thank you. 

EXAMINER CATANACH: A d d i t i o n a l — 

STATEMENT BY 

JOHN MAINWARING 

MR. MAINWARING: My name i s John Mainwaring. I h o l d a 

b a c h e l o r ' s degree i n p e t r o l e u m e n g i n e e r i n g . I'm c u r r e n t l y 

area e n g i n e e r f o r Arco O i l and Gas f o r our San Juan Basin 

o p e r a t i o n s . C u r r e n t l y Arco has about 55 m i l l i o n c u b i c f o o t 

a day o f c o a l gas s a l e s . We o p e r a t e a p p r o x i m a t e l y a hundred 

c o a l methane w e l l s , and by year end w e ' l l have about 

$110 m i l l i o n i n v e s t e d i n San Juan Basin c o a l methane 

development. 

I f e e l t h a t t h i s would be most -- would be best 

Arco has been an a c t i v e s u p p o r t e r o f t h e Coal 

Methane Committee, b o t h s u p p o r t i n g committee e f f o r t s , 

f i n a n c i a l c o n t r i b u t i o n s , and we su p p o r t e d t h e model 
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v a l i d a t i o n . Arco began our r e s e a r c h w i t h a f o u r - w e l l p i l o t 

program i n 1988. Since t h e n we've g a t h e r e d numerous c o r e s , 

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

b e t t e r u n d e r s t a n d t h e c o a l methane process. 

I n 1989 we s u c c e s s f u l l y opposed a down-spacing 

a p p l i c a t i o n b e f o r e t h e Colorado O i l and Gas C o n s e r v a t i o n 

Commission. 

At t h i s t i m e we'd l i k e t o recommend t h a t t h e 

320-acre s p a c i n g be adopted. We s u p p o r t Amoco's wo r d i n g f o r 

i n f i l l p r o v i s i o n s , and we t h i n k t h a t would be t h e most 

e q u i t a b l e way t o p r o t e c t c o r r e l a t i v e r i g h t s and p r e v e n t 

waste. 

Thank you. 

EXAMINER CATANACH: Thank you. Are t h e r e any 

a d d i t i o n a l s t a t e m e n t s a t t h i s time? I s t h e r e a n y t h i n g 

f u r t h e r i n t h i s case? 

MR. CARR: Mr. Examiner, I have a s t a t e m e n t . 

STATEMENT BY 

WILLIAM F. CARR 

MR. CARR: I t h i n k I ' l l t r y and d e l i v e r i t from here i f 

I may. My name i s B i l l Carr. I'm an a t t o r n e y w i t h t h e 

Campbell law f i r m i n Santa Fe. I r e p r e s e n t , among o t h e r 

companies, Blackwood & N i c h o l s Company L i m i t e d , and t h e y 

have asked t h a t I s t a t e t h e i r p o s i t i o n a t t h i s h e a r i n g . 

Blackwood & N i c h o l s Company s u p p o r t s t h e 320-acre 
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s p a c i n g r u l e s on a permanent b a s i s f o r t h i s p o o l . They 

b e l i e v e 320-acre s p a c i n g has and w i l l c o n t i n u e t o r e s u l t i n 

o r d e r l y development o f t h e r e s e r v o i r . 

They a l s o s u p p o r t t h e i n f i l l p r o c e d ure whereby 

w e l l s may be d r i l l e d on an i n f i l l b a s i s , and t h e y have 

j o i n e d w i t h Amoco, Arco, Texaco, M e r i d i a n and o t h e r s who are 

p r o p o s i n g t h e procedure s e t t i n g f o r t h how t h a t may be done. 

They b e l i e v e t h a t a 45-day n o t i c e p e r i o d as 

p r o v i d e d i n tho s e r u l e s i s a p p r o p r i a t e f o r t h e k i n d s o f 

r e s e r v o i r s i m u l a t i o n and o t h e r work t h a t i s necessary t o 

respond t o an a p p l i c a t i o n . That's something which o f t e n 

cannot be done i n t h e t i m e t h a t you have t o p r e p a r e f o r a 

case i f t h e 20-day n o t i c e r u l e remains i n e f f e c t . For t h a t 

reason t h e y b e l i e v e t h a t 45 days i s a p p r o p r i a t e . 

They b e l i e v e t h a t n o t i c e s h o u l d be g i v e n t o a l l 

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

which i n f i l l a u t h o r i t y i s sought, and t h e y b e l i e v e i t i s 

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

m i n e r a l i n t e r e s t owners i n t h e r e s e r v o i r t o have s t a n d i n g i n 

thos e p r o c e e d i n g s . I t i s t h e commission's p o l i c y t o p r o v i d e 

t h a t s t a n d i n g i n a l l cases, b u t here where t h e n o t i c e i s 

g o i n g t o be l i m i t e d i f our p r o p o s a l i s adopted, t h o s e 

i n t e r e s t owners w i t h i n a m i l e o f t h e area d i r e c t l y a f f e c t e d , 

we b e l i e v e , would be h e l p f u l f o r t h e r u l e s , and a l s o make i t 

c l e a r t h a t i n t e r e s t owners beyond t h a t one-mile area a l s o 
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have s t a n d i n g t o appear. 

STATEMENT BY 

JOHN A. DEAN, JR. 

MR. DEAN: Mr. Examiner, my name i s John Dean. I'm t h e 

a t t o r n e y r e p r e s e n t i n g Dugan P r o d u c t i o n Company, and Dugan 

P r o d u c t i o n has a l r e a d y s u b m i t t e d as p a r t o f t h e r e c o r d i n 

t h i s case t h e i r p o s i t i o n w i t h r e g a r d t o some f l e x i b i l i t y i n 

t h i s p o o l w i t h r e g a r d t o down-spacing. 

The overwhelming evidence p r e s e n t e d t o t h e 

commission i n t h i s case i s t h a t t h e r e a re g r e a t areas o f 

t h i s p o o l where t h e parameters would s u p p o r t s p a c i n g o t h e r 

t h a n 320 a c r e s . T h i s c o n c l u s i o n by t h e s t u d y , which i s 

summarized by t h e language i n paragraph A, "Many 

co m b i n a t i o n s o f r e s e r v o i r p r o p e r t i e s where s p a c i n g o t h e r 

t h a t t h e e x i s t i n g temporary r u l e s o f 320 acres may be 

a p p r o p r i a t e i s u n r e b u t t e d b e f o r e you today. 

As Dugan P r o d u c t i o n has p u t i n t o i t s proposed 

changes t o Rule 6, t h a t evidence i s f u r t h e r i l l u s t r a t e d i n 

E x h i b i t 129 i n Area 3 i n t h e examples g i v e n i n t h a t area 

where s p a c i n g on 320 acres would r e q u i r e a p p r o x i m a t e l y 

180 y e a r s t o r e c o v e r 43.2 p e r c e n t o f t h e gas. 

Dugan P r o d u c t i o n b e l i e v e s t h a t t h e r e a re areas 

w i t h i n t h i s l a r g e p o o l where s p a c i n g parameters w i l l develop 

-- where t h e parameters w i l l develop t h a t s p a c i n g o t h e r t h a n 

320 acres w i l l be a p p r o p r i a t e . Dugan would l i k e t o see some 
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f l e x i b i l i t y i n t h e r u l e s t o a l l o w them t o come i n and ask 

th e commission t o a l l o w s p a c i n g o t h e r t h a n 320 ac r e s , a f t e r 

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

They b e l i e v e t h a t t h i s f l e x i b i l i t y w i l l l e t gas 

r e c o v e r y and t h e r e n o t be waste o f t h e gas t h a t i s 

r e c o v e r a b l e i n th o s e areas a f t e r t h e evidence i n t h o s e 

parameters g i v e n by t h e st u d y are d e t e r m i n e d a f t e r 

e x p e r i e n c e ; and f o r t h a t reason we ask t h a t t h e commission 

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

EXAMINER CATANACH: Okay. Thank you, Mr. Dean. 

STATEMENT BY 

W. THOMAS KELLAHIN 

MR. KELLAHIN: Mr. Examiner, I ' v e appeared today on 

b e h a l f o f M e r i d i a n O i l Company, P h i l l i p s Petroleum Company, 

Marathon O i l Company, Conoco, I n c . , and BHP Petroleum, I n c . 

I ' d l i k e t o comment on a cou p l e o f items t h a t 

were r a i s e d i n t h e c l o s i n g comments t o you. There's 

c e r t a i n l y a g r e a t d e a l t h a t I don't know and don't p r e t e n d 

t o know about r e s e r v o i r e n g i n e e r i n g , b u t over 18 years I've 

l e a r n e d a few t h i n g s about w r i t i n g some o f t h e r u l e s t h a t we 

manage t h a t p r o d u c t i o n w i t h . 

I t h i n k i t w i l l be n o v e l , unique and 

unprecedented i n t h e r u l e s o f t h i s b a s i n or anywhere e l s e t o 

i n t r o d u c e t h e concept i n t o t h e r u l e s t h a t you can now 

downspace. There's n o t a s i n g l e example anywhere i n t h e 
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s t a t e o f New Mexico t o g e t what Dugan proposes t o t e l l you 

i s f l e x i b i l i t y . I t s i m p l y doesn't e x i s t anywhere e l s e . 

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

by i n t r o d u c i n g i n t o t h e r u l e s a t t h i s t i m e a d r a s t i c change 

t h a t would c r e a t e s i g n i f i c a n t problems f o r a l l t h e 

o p e r a t o r s . 

You c a n ' t c r e a t e d i f f e r e n t s pacings i n t h e same 

p o o l , and I would t e l l Dugan or anyone e l s e t h a t t h e y have 

always had a s o l u t i o n t o t h e i r concern, and you need n o t p u t 

i t i n th e s e r u l e s . You can always come t o t h e commission, 

e i t h e r b e f o r e t h e n , today o r tomorrow, and f i l e y our own 

case t o e s t a b l i s h f o r your own area your own s p e c i a l r u l e s ; 

b u t d o n 't t r y t o do i t i n t h i s one because i t doesn't work. 

When we l o o k a t t h e i n f i l l c oncept, remember t h a t 

t h e r e are o n l y a few examples o f an i n f i l l concept. They 

come i n t h e Basin Dakota and t h e Blanco Mesa Verde p o o l , f o r 

a f t e r some two or t h r e e decades o f p r o d u c t i o n on 320-acre 

gas s p a c i n g s , t h e r e was a s u b s t a n t i a l p r e s e n t a t i o n made 

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

t h a t s u b s t a n t i a l gas r e s e r v e s c o u l d be developed, produced 

and r e c o v e r e d on an i n f i l l concept. 

We're t a l k i n g about i n f i l l c oncepts here i n t h e 

t h i r d y e a r o f o p e r a t i o n o f these p o o l s . I t ' s v e r y , v e r y 

e a r l y . You l o o k a t t h e t e c h n i c a l r e p o r t -- I don't p r e t e n d 

t o u n d e r s t a n d i t , b u t I can l o o k a t some o f t a b l e s , and I 
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can f i n d a t abandonment p r e s s u r e t h e r e ' s no m a t e r i a l 

d i f f e r e n c e i n t h e t o t a l , u l t i m a t e r e c o v e r y on 320 gas 

s p a c i n g , whether i t ' s one or two w e l l s . 

What i t amounts t o i s r a t e a c c e l e r a t i o n ; and i f 

we're g o i n g t o do t h a t i n t h e r u l e , we t h i n k t h a t we have 

d e v i s e d f o r you, M e r i d i a n and Amoco and o t h e r s , a procedure 

t o l e t t h a t happen. While i t may be premature, a t l e a s t 

t h e r e ' s a process w i t h our p r o p o s a l t h a t g i v e s you some due 

process s a f e g u a r d s , n o t t h e l e a s t o f which i s t o move us 

away from h e a r i n g s by ambush. 

And i f you don't send us n o t i c e s i g n i f i c a n t l y 

b e f o r e t h e h e a r i n g , we might as w e l l n o t even come. When 

you send a 20-day n o t i c e out under t h e c u r r e n t r u l e s and we 

ge t i t a week b e f o r e t h e h e a r i n g , and I l o o k a t t h i s book 

and i t says t h e o n l y r e l i a b l e , c u r r e n t method t o analyze 

s p a c i n g i s by r e s e r v o i r s i m u l a t i o n , and I c a l l Mr. Dunn, and 

I t e l l him he's g o t 48 hours t o come do h i s d e a l , he's g o i n g 

t o say " I c a n ' t do i t . " 

So why don't we extend t h e process backwards? 

Require t h e a p p l i c a n t t o send n o t i c e t o everybody 45 days 

ahead o f t i m e and g i v e us a chance and don't l i m i t i t , t o 

s a y i n g , " W e l l , t h a t ' s your o n l y chance. You c a n ' t c o n t i n u e 

i t . " W e l l , what's t h e p o i n t ? T h i s s h o u l d be a process f o r 

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

q u i c k a c t by ambush t o g e t what you t h i n k you need. T h i s i s 
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t o o s e r i o u s a m a t t e r t o s h o r t e n t h e due process p e r i o d s . 

And when you t a l k about s t a n d i n g , i f i t ' s 

a d m i t t e d t h a t t h a t ' s t h e process b e f o r e t h e d i v i s i o n now, 

and anyone can come t h a t has an i n t e r e s t i n t h e m i n e r a l s 

t h a t a r e s u b j e c t t o t h e p o o l , why s h o u l d n ' t t h e y 

p a r t i c i p a t e ? And i f t h a t ' s t h e r u l e , why n o t say i t , t h a t 

t h e y do i n f a c t have s t a n d i n g ? I t ' s o n l y f a i r and 

re a s o n a b l e . 

And we would suggest t h a t you make t h e r u l e s 

permanent because t h a t ' s a l l t h e evidence you have b e f o r e 

you t o make t h a t d e c i s i o n on; and t h a t i f you choose t o 

e s t a b l i s h an i n f i l l p r o c e d u r e , t h a t you adopt t h e language 

t h a t we t h i n k i s r i g h t and p r o p e r , and t h a t ' s what Amoco and 

M e r i d i a n and t h e o t h e r s have suggested t o you. 

Thank you. 

STATEMENT BY 

ERIC L. NITCHER 

MR. NITCHER: Very q u i c k l y , Mr. Examiner. E r i c N i t c h e r 

w i t h Amoco P r o d u c t i o n Company. We w i l l j u s t r e l y upon t h e 

recommendations and t e s t i m o n y o f Mr. Hawkins and s u p p o r t him 

i n h i s p o s i t i o n . 

Thank you. 

STATEMENT BY 

JAMES G. BRUCE 

MR. BRUCE: Mr. Examiner, Unocal has a l r e a d y s t a t e d i t s 
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s u p p o r t f o r 320-acre s p a c i n g . Unocal has a l s o s u b m i t t e d 

proposed f i n d i n g s and a r u l e r e g a r d i n g i n f i l l d r i l l i n g . 

Now, t h i s r u l e or p r o p o s a l d i f f e r s somewhat from t h e Amoco 

and M e r i d i a n p r o p o s a l , and I would l i k e t o p o i n t o u t a 

co u p l e o f t h e d i f f e r e n c e s . 

The Amoco and M e r i d i a n p r o p o s a l r e s t r i c t s i n f i l l 

d r i l l i n g t o a second w e l l o r two w e l l s per u n i t . The Unocal 

p r o p o s a l r e f e r s t o " a d d i t i o n a l w e l l s . " Unocal b e l i e v e s t h a t 

i n a 4 - 1 / 2 - m i l l i o n - a c r e p o o l where p r o d u c t i o n may occur f o r 

over 75 y e a r s , t h a t p o o l w i d e v a r i a t i o n s i n r e s e r v o i r 

p a r ameters, t o g e t h e r w i t h changes i n w e l l economics over 

75 y e a r s , r e q u i r e s some f l e x i b i l i t y o f t h e p o o l r u l e s . 

Unocal's r u l e s a l s o s p e c i f i c a l l y p e r m i t s 

r e c o m p l e t i o n s o f w e l l s i n t h e u n i t . There are numerous 

deeper w e l l s i n t h e area which c o u l d be re c o m p l e t e d i n t h e 

F r u i t l a n d , and we'd a l s o p o i n t o u t t h a t such r e c o m p l e t i o n s 

would m i n i m i z e s u r f a c e d i s t u r b a n c e . 

The Amoco and M e r i d i a n p r o p o s a l a l s o r e q u i r e s t h e 

second w e l l t o be i n t h e u n d r i l l e d q u a r t e r s e c t i o n . The 

Unocal p r o p o s a l does n o t have such a r e q u i r e m e n t . Unocal 

l e a v e s t h i s open p r i m a r i l y because o f t h e p o s s i b i l i t i e s o f 

r e c o m p l e t i o n s , and such r e c o m p l e t i o n s may be i n t h e same 

q u a r t e r s e c t i o n as t h e o r i g i n a l w e l l . 

F i n a l l y as t o t h e t i m e o f n o t i c e and as t o 

a l l o w i n g anyone w i t h an i n t e r e s t i n t h e p o o l t o e n t e r an 
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appearance, Unocal would second McKenzie Methane's comments. 

I f a l o n g e r n o t i c e r e q u i r e m e n t i s i n s t i t u t e d , we t h i n k t h a t 

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

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

Thank you. 

EXAMINER CATANACH: Are t h e r e any a d d i t i o n a l 

s t a t ements? I s t h e r e a n y t h i n g f u r t h e r i n t h i s case? 

(No response.) 

EXAMINER CATANACH: I f n o t , Case 9420 w i l l be t a k e n 

under advisement. 

(The f o r e g o i n g h e a r i n g was concluded a t t h e approximate 

hour o f 12:03 p.m.) 

* * * 

I do hereby corilfy ih"f 'S-i f r - . - . 7 
a comp lee i ; j of 1 .• •• • 
the bxarrin" • c-arliio of •'" - •• . 7 
heard by u\& :.;> -•; • 

Oil Ccnservation >.••••>'• '-. 
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STATE OF NEW MEXICO ) 
) SS. 

COUNTY OF SANTA FE 

REPORTER'S CERTIFICATE 

I , MAUREEN R. HUNNICUTT, RPR, a C e r t i f i e d Court 

R e p o r t e r and Not a r y P u b l i c , DO HEREBY CERTIFY t h a t I 

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

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

h e a r i n g as appears from my s t e n o g r a p h i c notes so t a k e n and 

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 . 

I FURTHER CERTIFY t h a t I am n o t r e l a t e d t o nor employed 

by any o f t h e p a r t i e s h e r e t o , and have no i n t e r e s t i n t h e 

outcome h e r e o f . 
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