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MR. JONES: Let's go ahead and c a l l Case 14179, 

A p p l i c a t i o n of San Juan Resources, I n c o r p o r a t e d , f o r an 

Unorthodox Well L o c a t i o n , San Juan County, New Mexico. 

C a l l f o r appearances. 

MR. KELLAHIN: Mr. Examiner, Tom K e l l a h i n w i t h the 

Santa Fe law f i r m of K e l l a h i n and K e l l a h i n . I'm appearing on 

be h a l f of the a p p l i c a n t t h i s morning, and I have two witnesses 

t o be sworn. 

MR. JONES: Any other appearances? W i l l the 

witnesses please stand and be sworn? 

[Witnesses sworn.] 

MR. KELLAHIN: Thank you, Mr. Jones. This case was 

o r i g i n a l l y f i l e d back i n August -- I'm s o r r y -- i n J u l y on the 

17th as an a d m i n i s t r a t i v e , non-standard w e l l l o c a t i o n . A f t e r 

t h a t f i l i n g , the D i v i s i o n advised me t h a t t h e r e had been a 

p r o t e s t f i l e d by a gentleman who had a mi n e r a l i n t e r e s t i n a 

w e l l o f f t o the east. His name i s Mammel. 

Mr. Mammel was the o b j e c t i n g p a r t y . As a r e s u l t of 

t h a t o b j e c t i o n , then, we have asked the D i v i s i o n t o place t h i s 

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 on the docket t h i s morning f o r 

hearing f o c u s i n g on the concerns t h a t Mr. Mammel has r a i s e d i n 

h i s o b j e c t i o n l e t t e r . 

Mr. McHugh i s my f i r s t witness. Mr. McHugh i s 

pr e s i d e n t and owner of San Juan Resources. My second witness 

i s a petroleum engineer who can t a l k about the engineering 
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aspects of t h e i r e f f o r t s t o address Mr. Mammel1s concerns. 

What I have done i s , a f t e r r e c e i v i n g Mr. Mammel's o b j e c t i o n 

l e t t e r , I n o t i f i e d Mr. McHugh. He's had telephone 

conversations w i t h Mr. Mammel. 

I sent Mr. Mammel an a d d i t i o n a l n o t i c e of t h i s 

h earing. I sent him the r u l e s w i t h regards t o f i l i n g a 

pre-hearing statement. He's chosen not t o respond t o me 

d i r e c t l y f o r any of those items. And t o the best o f my 

knowledge, the only t h i n g i n the record r e f e r r i n g t o h i s 

complaint i s a l e t t e r t h a t he has submitted. We have i n c l u d e d 

h i s o b j e c t i o n l e t t e r among the documents we're about t o show 

you so t h a t we can s p e c i f i c a l l y t a l k about h i s p o i n t s of 

concern. 

At the end of our p r e s e n t a t i o n , i t i s our b e l i e f and 

h o p e f u l l y we can persuade you t h a t h i s concerns are unfounded 

and t h a t i t i s a p p r o p r i a t e t o al l o w t h i s w e l l t o be d r i l l e d a t 

an unorthodox surface l o c a t i o n . 

We're d e a l i n g w i t h the E/2 of Section 24. 

Mr. Mammel's i n t e r e s t i s co n f i n e d t o the Dakota. Mr. McHugh 

intends t o d r i l l the co n v e n t i o n a l v e r t i c a l w e l l bore t o access 

Mesaverde and Dakota. I t ' s made necessary because of surface 

c o n d i t i o n s , but B l a n c e t t Ranch i s the surface owner i n t h i s 

area, and the ranch has i n s i s t e d t h a t t h i s i s the only 

a v a i l a b l e l o c a t i o n f o r Mr. McHugh t o use, and he's acceded t o 

t h e i r request, and t h a t ' s why we're here. 
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MR. BROOKS: I s t h a t Tweety Blan c e t t ? 

THE WITNESS: No, no, no. I t ' s not. 

MR. BROOKS: I t ' s not? 

THE WITNESS: I t ' s Richard B l a n c e t t and Linda 

B l a n c e t t . 

MR. KELLAHIN: There i s a r e l a t i o n s h i p , i s there not? 

THE WITNESS: Yeah. I f I can go ahead and speak? 

Tweety i s marrie d t o Mr. B l a n c e t t ' s son, Lynn, I b e l i e v e . And 

they're not i n v o l v e d i n t h i s at a l l . 

MR. BROOKS: Okay. Go ahead. 

MR. KELLAHIN: We c a l l a t t h i s time Mr. J e r r y McHugh. 

JERRY McHUGH 

a f t e r having been f i r s t d u l y sworn under oath, 

was questioned 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. McHugh, f o r the record, s i r , would you 

please s t a t e your name and occupation. 

A. J e r r y McHugh Ju n i o r , owner and p r e s i d e n t of San 

Juan Resources, Inc. 

Q. On p r i o r occasions have you t e s t i f i e d as the 

owner of your company? 

A. Yes, s i r , I have. 

Q. As p a r t of your r e s p o n s i b i l i t i e s t o your company, 

do you do s u b s t a n t i a l l y your own land work and t a l k t o the 
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p a r t i e s i n v o l v e d i n s i t i n g and c o n s o l i d a t i n g the i n t e r e s t 

owners f o r the w e l l s ? 

A. P r i m a r i l y I do, but I use o u t s i d e c o n s u l t a n t s 

when needed. 

Q. As a r e s u l t of t h i s e f f o r t , what are you t r y i n g 

t o accomplish? 

A. We're t r y i n g t o get approved a non-standard 

l o c a t i o n so we can d r i l l a v e r t i c a l Dakota w e l l on the B l a n c e t t 

lease, Section 24, 30 North, 11 West. 

Q. Let me s t a r t w i t h Locator Map No. 1. I n t h i s 

area, are you going t o be able t o f i n d and l o c a t e f o r us the 

w e l l t h a t i s the su b j e c t of your a p p l i c a t i o n ? 

A. This i s an overview map of the San Juan Basin. 

I t was s i t e number 28 t h a t Conoco and B u r l i n g t o n used i n t h e i r 

down spacing hearing. I t ' s near impossible t o f i n d the exact 

l o c a t i o n on t h i s map. I have a red arrow on there which shows 

the general l o c a t i o n o f Section -- of t h i s p a r t i c u l a r t r a c t . 

Q. Give us a general understanding of where t h i s i s 

i n t h i s San Juan Basin. 

A. I t i s approximately three-and-a-half miles 

southwest of Aztec, New Mexico. We're j u s t south of the Animas 

River. Most of the ground along the r i v e r i s fee land, so we 

have t o work c l o s e l y w i t h the landowners and people out t h e r e . 

We've done t h i s w i t h a number of w e l l s i n the area already. 

Q. When you -- are you f a m i l i a r w i t h the p r o d u c t i o n 
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maps i n the Dakota and Mesaverde t h a t generate a p i c t o r i a l of 

how those producing w e l l s are dispersed among the areas of the 

San Juan Basin? 

A. Yes, s i r . 

Q. Can you give us an i n d i c a t i o n of where t h i s w e l l 

i s l o c a t e d i n r e l a t i o n t o those g e n e r a l i z e d p o o l maps f o r both 

formations? 

A. Well, I t h i n k i t ' s probably r i g h t i n the middle 

of the Dakota Basin Dakota Pool and the Blanco Mesaverde p o o l . 

I wouldn't say i n the middle, but we're probably on the western 

t h i r d of where those pools are i d e n t i f i e d i n the San Juan 

Basin. 

Q. Let's t u r n now t o E x h i b i t No. 2. I s t h i s an 

e x h i b i t t h a t you have prepared? 

A. Yes, s i r . 

Q. What's the source of the i n f o r m a t i o n shown on the 

di s p l a y ? 

A. This i s a USGS topographic map. I t ' s of the four 

v i s t a quad sheet. 

Q. Have you found t h i s i n f o r m a t i o n t o be accurate, 

what you've u t i l i z e d i n r e l a t i o n t o what you can see on the 

ground? 

A. Yes, s i r . I t ' s very accurate. 

Q. What i s the i n f o r m a t i o n t h a t you have o v e r l a i d on 

the topographic map? 
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A. I've shown t h i s s u b j e c t l o c a t i o n on the B l a n c e t t 

Ranch 24 No. 1, which we're a p p l y i n g f o r a non-standard 

l o c a t i o n . 

Q. That would be i n the E/2 of 24? 

A. The E/2 of 24. I've shown the p r o r a t i o n u n i t 

t h a t we're d e d i c a t i n g t o the t h i s w e l l , which i s the E/2 of 

Section 24. I've also shown a p r o r a t i o n u n i t t o the east, the 

southeast, which i s the Kaempf -- I would c a l l i t the Kaempf 

d r i l l b lock p r o r a t i o n u n i t . And i t ' s i n the S/2 of 19. And 

then I show the US gr a n t p r o r a t i o n u n i t , which i s the N/2 of 

Section 19. 

Q. I n Section 19, are you also the operator of those 

two spacing u n i t s ? 

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

Q. I d e n t i f y i n Section 19 the spacing u n i t and the 

w e l l bore f o r which Mr. Mammel shares an i n t e r e s t . 

A. Mr. Mammel's i n the S/2 of Section 19, and h i s 

i n t e r e s t i s i n the Kaempf No. 1 w e l l bore. 

Q. And i n what formation does he share an i n t e r e s t ? 

A. He's on l y i n the Dakota f o r m a t i o n . 

Q. Do you have an estimate of h i s approximate 

percentage i n t e r e s t i n t h a t w e l l bore? 

A. Yes. He's 8.7 percent working i n t e r e s t w i t h an 

8.7 revenue i n t e r e s t . 

Q. Let's set aside the l o c a t o r f o r a moment, and 
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w e ' l l come back t o t h a t . 

A. Okay. 

Q. The next e x h i b i t i s marked E x h i b i t No. 3. This 

i s a copy of your f i l i n g of 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 f o r 

t h i s w e l l bore, i s i t not, Mr. McHugh? 

A. Yes, s i r . 

Q. I f y o u ' l l t u r n past the v a r i o u s cover sheets, 

what I'm t r y i n g t o do i s t o take you over t o what's attached as 

E x h i b i t D t o t h i s package. And i t i s a s i m i l a r topographic 

map. The i n f o r m a t i o n i s somehow a l i t t l e d i f f e r e n t , but w e ' l l 

t a l k about t h a t . Did you f i n d t h a t ? 

A. Yes, s i r . 

Q. I n u t i l i z i n g these maps, I'm i n t e r e s t e d i n 

Section 24. I f I'm l o o k i n g a t the E/2 of 24, i s t h i s s u b j e c t 

w e l l bore the f i r s t Mesaverde Dakota w e l l bore f o r t h i s spacing 

u n i t ? 

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

Q. Are t h e r e w e l l bores i n other formations i n the 

E/2? 

A. There's the F r u i t l a n d w e l l which i s h i g h l i g h t e d 

on the map. I t h i n k you wrote on there F r u i t l a n d w e l l , which 

looks l i k e i t ' s i n the southwest of the n o r t h e a s t of s a i d 

Section 24. 

Q. Let's look a t both maps to g e t h e r , and i n l o o k i n g 

at the E/2 of 24, summarize f o r us, using t h i s as an 
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i l l u s t r a t i o n , of why you have chosen t h i s p a r t i c u l a r unorthodox 

l o c a t i o n f o r the w e l l bore? 

A. Well, i f you look n o r t h of the county road, which 

b i s e c t s the northwest -- w e l l , not b i s e c t s -- but goes through 

the lower p o r t i o n of the NE/4 of Section 24, you see a road 

going down t o some houses. And on e i t h e r side of t h a t road, 

n o r t h of the road and then west, p r a c t i c a l l y the e n t i r e NE/4 of 

Section 24, are f i e l d s and pastures t h a t Richard B l a n c e t t and 

hi s f a m i l y have c u l t i v a t e d f o r years. 

When we t a l k e d t o Mr. B l a n c e t t , he d i d n ' t want those 

lands compromised w i t h a gas w e l l l o c a t i o n . 

Q. When you look a t the a d m i n i s t r a t i v e f i l i n g , i f 

you t u r n past t h a t e x h i b i t you're l o o k i n g a t , there's a 

reproduced photograph marked as E x h i b i t F. Do you see th a t ? 

A. E or F? 

Q. I was s t a r t i n g w i t h E. 

A. Okay. 

Q. Does E -- what does E represent? 

A. E represents f i e l d s from the approximate 

l o c a t i o n -- a c t u a l l y , I t h i n k t h i s i s from the highway from the 

county road which goes through the area, so t h i s i s 

Mr. B l a n c e t t ' s ranch, and the photograph i s taken t o the n o r t h . 

I n the background you can see the Pl a t a Mountains w i t h some 

snow on them. 

Q. This i s the area t h a t Mr. B l a n c e t t d i d not want 
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you t o l o c a t e your w e l l in? 

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

Q. When you t u r n over t o E x h i b i t F t o t h i s e x h i b i t , 

there's a compressor s t a t i o n shown on t h i s e x h i b i t . 

A. Ri g h t . 

Q. What i s t h i s ? 

A. Maralex Resources operates t h i s compressor s i t e . 

They p u l l gas from a w e l l t o the east of here. The w e l l i s on 

the road t o Mr. B l a n c e t t ' s house, so i t p u l l s the gas and puts 

i t i n t o the E n t e r p r i s e -- I'm assuming t h i s . I don't know 

e x a c t l y f o r sure -- but they compress the gas and put i t i n t o 

the E n t e r p r i s e F i e l d Services l i n e . 

Q. And when we t u r n t o E x h i b i t G, which i s the l a s t 

of the photographs attached t o the 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 , 

what are we seeing here? 

A. Well, you can see the county road going by the 

bottom p o r t i o n of the photograph. There's an o l d barn out i n 

the f i e l d , and then the pastures which run up towards the 

Animas River. A l o t o f those t r e e s t h a t you see out there are 

ther e because of the r i v e r , and there's water drainages and a 

place f o r w i l d l i f e and f o r — I mean, the t r e e s are too b i g t o 

cut down f o r pasture. There's j u s t a l o t of nice area out 

th e r e . So t h a t would be -- t o give the Examiners a reference, 

t h a t would be southeast of the n o r t h e a s t , approximately, of 

s a i d Section 24. 
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Q. Have you v i s i t e d w i t h Mr. B l a n c e t t about where he 

desires you t o place t h i s w e l l w i t h i n the spacing u n i t ? 

A. Yes, s i r . 

Q. I n your o p i n i o n , based upon the advice of your 

t e c h n i c a l e x p e r t s , does the unorthodox l o c a t i o n compromise your 

a b i l i t y t o recover gas from the Mesaverde and the Dakota i n the 

spacing u n i t ? 

A. No, s i r , i t does not. 

Q. Let's t u r n t o E x h i b i t No. 4. What i s t h i s , s i r ? 

A. That's a l e t t e r t h a t I j u s t had received from 

Mr. B l a n c e t t . 

Q. Without reading i t s p e c i f i c a l l y , summarize what 

Mr. B l a n c e t t was t e l l i n g you, Mr. McHugh. 

A. Well, he j u s t says he -- whereas he waived 

o b j e c t i o n t o the non-standard l o c a t i o n i n the standard m a i l i n g , 

he wanted t o also go on recor d t h a t he supports us i n our 

non-standard a p p l i c a t i o n . He's worked -- we have worked 

together i n f i n d i n g a s u i t a b l e l o c a t i o n , and he'd l i k e t o 

preserve the f i e l d s and pastures f o r l i v e s t o c k and a g r i c u l t u r a l 

purposes. 

Q. Let's t u r n now t o the sub j e c t of Mr. Mammel's 

o b j e c t i o n l e t t e r . That has been marked as E x h i b i t No. 5. Are 

you f a m i l i a r w i t h t h i s l e t t e r ? 

A. Yes, s i r . 

Q. What are Mr. Mammel's two p r i n c i p a l concerns? 

PAUL BACA PROFESSIONAL COURT REPORTERS 

500 4th S t r e e t , NW, Su i t e 105, Albuquerque, NM 87102 



14 

A. Well, he wonders about the -- whether t h i s 

s u b j e c t non-standard l o c a t i o n and subsequent w e l l w i l l a f f e c t 

the drainage p a t t e r n of the Kaempf No. 1 w e l l i n which he has 

an i n t e r e s t . 

And the other reason he b r i n g s t h a t up i s he t h i n k s 

t h a t 25 percent of the p r o d u c t i o n from t h a t w e l l w i l l go t o the 

newly d r i l l e d w e l l . 

Q. Have you had a t e c h n i c a l expert review those 

arguments f o r you? 

A. Yes, s i r . 

Q. Who d i d you h i r e t o study t h a t issue? 

A. I u t i l i z e d the services of Jack Wanner. 

Q. I s Mr. Wanner here i n the hearing room today? 

A. Yes, s i r . 

Q. And has he completed h i s engineering study f o r 

you? 

A. Yes, s i r , he has. 

Q. Let's t a l k about another aspect of t h i s . Have 

you examined the f e a s i b i l i t y of d e v i a t i n g t h i s w e l l bore and 

p l a c i n g i t a t a standard bottom hole l o c a t i o n j u s t so t h a t you 

could be standard regardless of what the issues were? 

A. Yes, s i r . Our f i e l d engineers who prepare our 

AFEs and work w i t h us out of Farmington, Protocom Co n s u l t i n g , 

assembled some costs. And we found the d i f f e r e n c e of forming 

an S-curve above the surface casing and then going s t r a i g h t 
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through the Mesaverde i s approximately $165,000 a d d i t i o n a l 

incremental cost t o the w e l l . 

Q. S t a r t back w i t h o u t those a d d i t i o n a l costs. What 

i s your estimated AFE at t h i s p o i n t ? 

A. Our estimated AFE f o r the B l a n c e t t Ranch 24 No. 1 

i s $1,631,000. 

Q. And w i t h the incremental costs, where does t h a t 

put you i f you have t o d e v i a t e the w e l l bore? 

A. I t would put us a t -- l e t me add i t up here --

approximately $1.79 m i l l i o n . 

Q. Have you compared those cost numbers t o what your 

e x p e c t a t i o n i s on estimate u l t i m a t e recovery from the w e l l 

bore? 

A. Yes, s i r , I have. 

Q. And what i s your range of e x p e c t a t i o n f o r t h i s 

w e l l ? 

A. Well, i n the Dakota f o r m a t i o n , we're hoping t o 

cumulate 4- t o 500,000 MCF of gas. I mean, t h a t would be a 

very o p t i m i s t i c number. More r e a l i s t i c a l l y , i t ' s probably on 

the order of 3- t o 400,000, and t h a t ' s not i n c l u d i n g the 

Mesaverde. I'm j u s t t a l k i n g Dakota only i n t h i s i n s t a n c e . 

Q. Are these numbers of the magnitude t h a t would 

cause you t o reconsider whether you would d r i l l t h i s w e l l or 

not? 

A. Yes, s i r . They're up very high. We have done 
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our economics on the $1,631,000 w e l l , and assuming a l i t t l e 

more aggressive p r i c i n g than i s i n place r i g h t now, you know, 

we're j u s t b a r e l y going t o make i t j u s t a t a $1.6 m i l l i o n w e l l . 

So i f we had t o d e v i a t e i t , I would t h i n k t h a t we 

would abandon the p r o j e c t and e i t h e r t r y t o work w i t h 

Mr. B l a n c e t t on an orthodox l o c a t i o n or j u s t scrap i t 

a l t o g e t h e r . 

Q. Let's t a l k about your e x p l o r a t i o n of discussions 

w i t h Mr. Mammel. I n response t o h i s l e t t e r , d i d you attempt t o 

c a l l him? 

A. Yes, s i r . I contacted him the week of 

August 25th, 2008, or thereabouts, and I had met him a time or 

two before. He has some r e l a t i v e s i n Denver, so we v i s i t e d 

p e r s o n a l l y probably ten years ago -- e i g h t years ago, maybe. 

And anyway, I j u s t t r i e d t o address h i s concerns. 

And I r e a l l y d i d n ' t get i n t o the d e t a i l s of what h i s l e t t e r 

addressed i n our telephone conversation. 

Q. Did you ask him t o f u r t h e r e x p l a i n t o you what 

h i s s p e c i f i c concerns were? 

A. Yes, I d i d . And he j u s t responded back t h a t , 

"Well, I j u s t t h i n k t h a t as an o f f s e t owner, I could be 

drained," or "There could be draw down" -- p r e t t y much what he 

says i n paragraph 2 of the l e t t e r . 

And so through t h i s 10-minute, 15-minute conversation 

t h a t I had w i t h him, I s a i d , "Well, t h i s unorthodox l o c a t i o n i s 
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approximately 3,000 f e e t from t h i s c u r r e n t w e l l bore. Did you 

know t h a t ? " 

And, you know, I got the idea from t a l k i n g t o him he 

thought t h i s was l i k e -- he thought we were r i g h t next door t o 

him. And I'm not sure t h a t he knows where the l o c a t i o n i s or 

l o g i s t i c a l l y -- what I s a i d I would do i s I s a i d I would fax 

him a map, the topographic map, which I had shown you. And 

then I sent him a d r i l l b l o c k map of the area, where I 

h i g h l i g h t e d other w e l l s i n the area, and i t was k i n d of the 

general spacing p a t t e r n s . 

Q. A f t e r doing t h a t , d i d you have f u r t h e r 

conversations w i t h Mr. Mammel? 

A. Let me s t a t e , f i r s t of a l l , I faxed i t . And I 

know how some of these faxes may not r e a l l y go very w e l l , so 

what I d i d i s I also sent a copy of e v e r y t h i n g i n the p o s t a l 

m a i l . And then, yes, s i r , I d i d c a l l him back on three 

occasions. 

And as i n the f i r s t time I t a l k e d t o him, on these 

next t h r e e occasions, I l e f t a message on h i s answering machine 

and j u s t asked t o f o l l o w up t o see i f he had any questions or 

i f he would l i k e t o discuss anything f u r t h e r . And I never 

heard back from him except f o r my o r i g i n a l conversation 

August 25th, 2008. So I never heard from him back on the 

fo l l o w - u p . 

MR. KELLAHIN: Mr. Examiner, t h a t concludes my 
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examination of Mr. McHugh. We move the i n t r o d u c t i o n of h i s 

E x h i b i t s 1 through 5. 

MR. JONES: E x h i b i t s 1 through 5 w i l l be admitted. 

[ A p p l i c a n t ' s E x h i b i t s 1 through 5 admitted i n t o 

evidence.] 

MR. JONES: Are you going t o have an engineering 

witness? 

MR. KELLAHIN: Yes, s i r . 

MR. JONES: I ' l l pass questions t o my f e l l o w 

Examiners here. 

MR. BROOKS: Well, I don't b e l i e v e I have any. That 

was a thorough p r e s e n t a t i o n . 

EXAMINATION 

BY MR. JONES: 

Q. I do have one question : Your NIR r a t i o , what i s 

your -- i s t h i s Mammel, does he also own an i n t e r e s t i n t h i s 

E/2? 

A. No, s i r , he does not. 

Q. But you guys operate the Section 19 als o , but 

he's one of your i n t e r e s t owners, r i g h t ? 

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

Q. And what i s -- you have working i n t e r e s t owners 

t h a t also -- you don't own 100 percent do you, of t h i s ? 

A. Of the Kaempf? I own approximately 65 percent of 

the w e l l . 

PAUL BACA PROFESSIONAL COURT REPORTERS 

500 4th S t r e e t , NW, Suit e 105, Albuquerque, NM 87102 



19 

1 Q. Okay. 

2 A. Another i n t e r e s t owner out of Kansas owns 

3 15 percent. Mr. Mammel owns almost 9 percent. 

4 Q. Okay. And what about the new --

5 A. I n the new p r o r a t i o n u n i t , my company, we own at 

6 t h i s p o i n t , 27, 28 percent of the p r o r a t i o n u n i t . 

7 Q. Okay. 

8 A. Conoco B u r l i n g t o n owns a b i g chunk. And then 

9 there's some smal l , non-operated i n t e r e s t owners t h a t own the 

10 r e s t . 

11 Q. Okay. What would be your NIR r a t i o of t h a t E/2? 

12 A. Our lease, San Juan Resources, our NRI i s about 

13 81 percent. 

14 Q. So i t ' s d i f f e r e n t f o r d i f f e r e n t owners, then? 

15 A. That's r i g h t . 

16 Q. So they a l l have d i f f e r e n t economics. 

17 A. That's r i g h t . 

18 Q. But you have 81 percent of the revenue, r i g h t ? 

19 A. No, no, no. 

20 Q. Of your working i n t e r e s t ? 

21 A. I have 81 percent of the 27 percent which we have 

22 r i g h t now. 

23 Q. Right. And what gas p r i c e s are you guys l o o k i n g 

24 at? 

25 A. In our economics, we ran some new numbers about 
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the time we were t r y i n g t o buy some t u b u l a r s f o r , not o n l y t h i s 

w e l l , but we're d r i l l i n g another i n t h i s area and then two more 

up i n the La P l a t a , New Mexico, area. And we found t h a t the 

tu b u l a r s had increased i n p r i c e by 95 percent from January o f 

t h i s year u n t i l t h i s summer when we t r i e d t o buy some more. 

We ended up buying some more, but t h a t caused us t o 

want t o r e a d j u s t our economic e v a l u a t i o n of the w e l l . So we 

ran some numbers based on new t u b u l a r p r i c e , new environmental 

costs, thus we got the $1.63 m i l l i o n p r i c e t a g -- or estimated 

p r i c e t a g f o r the w e l l . 

Q. So you got a new AFE f o r the w e l l , and i t was 

1.63? 

A. Right. And I d i d n ' t mention the p r i c e we plugged 

i n t h i s summer was below $8, which i s a San Juan Basin p r i c e . 

Q. Are you a f l a t e s c a l a t o r ? 

A. We were --

Q. You don't have t o t e l l me what i t i s . 

A. We were f l a t -- I t h i n k we j u s t plug i n a 3 

percent e s c a l a t o r u s u a l l y . I t h i n k t h a t ' s p r e t t y f l a t . 

Q. Okay. 

A. Nothing o u t l a n d i s h . We weren't p u t t i n g i n -- I 

mean, today those numbers might be a l i t t l e o u t l a n d i s h . 

Q. Okay. You got some severance taxes, o b v i o u s l y , 

then you got your compressor usage because you got t o have a 

compressor out here, r i g h t ? 
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1 A. We w i l l not have t o have a compressor on t h i s 

2 w e l l . Most of the Dakota Mesaverde out i n t h i s area run on a 

3 plunger l i f t system. 

4 Q- So they've got a l i t t l e b i t of l i q u i d s ? 

5 A. There's a l i t t l e b i t of water, a l i t t l e b i t of 

6 o i l . 

7 Q. Okay. So can you run a plunger l i f t on an 

8 S-curve well? 

9 A. I t h i n k you can, but I've checked w i t h my f i e l d 

10 people about t h a t . Our foreman works w i t h Walsh Engineering. 

11 We maybe p e r i p h e r a l l y discussed i t , but not thoroughly, because 

12 we don't have any w e l l s t h a t are d e v i a t e d . 

13 Q- Paul Tompson, maybe. 

14 A. Yes, s i r . 

15 Q. What about another w e l l i n t h i s spacing u n i t ? 

16 Wouldn't you want t o d r i l l another one? 

17 A. We'd probably come down here i n the SW/4 -- or 

18 excuse me -- SE/4 and do a 160 o f f s e t . 

19 Q. Okay. Based on --

20 A. I t ' s t o p o g r a p h i c a l l y a l i t t l e rougher. 

21 MR. WARNELL: You mentioned you would d r i l l another 

22 w e l l i n the area. I s t h a t the w e l l t h a t you are r e f e r r i n g to? 

23 THE WITNESS: No. The w e l l we're r e f e r r i n g t o i s i n 

24 the NE/NE of Section 30. I t ' s c a l l e d the Lee No. I F . You can 

25 see the l o c a t i o n on ther e . 
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MR. WARNELL: I see i t . 

THE WITNESS: I f you have your glasses. 

Q. (By Mr. Jones): Okay. The topography looks 

p r e t t y rough i n the southeast of t h a t s e c t i o n you're i n , and 

then you've got the farmland i n the N/2, so i t seems l i k e an 

i d e a l s i t u a t i o n t o make a pad and then d r i l l two S-shaped w e l l s 

o f f of i t down t o your t a r g e t . 

A. Like where would we put the pad? 

Q. Well, you put the pad r i g h t where you agreed on 

to have the pad w i t h t h i s landowner, B l a n c e t t . Was there --

A. Well, we're -- t h a t ' s a t i g h t l o c a t i o n f o r one 

w e l l t o begin w i t h . 

Q. Okay. 

A. And I don't know i f you n o t i c e d the topographic 

l i n e s , but we're on a h i l l i n the n o r t h slope, s l o p i n g down 

towards the n o r t h . I've been up t h e r e . I know the t e r r i t o r y . 

I t ' s r e a l l y steep. So I'm not sure how much space w e ' l l have. 

Q. Okay. 

A. I n t h i s i n s tance, we're having t o close-loop the 

w e l l , close-loop the d r i l l i n g because --

Q. Because i t ' s close t o the r i v e r ? 

A. -- i t ' s close t o a water w e l l , yes, s i r . 

Q. Okay. You're close t o t h a t r i v e r . How deep i s 

the Mesaverde out here? 

A. Mesaverde, i f you t a l k at the top of the p o i n t 
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lookout, i s about 4400 f e e t — 

Q. Okay. 

A. -- depending on your ground l e v e l . 

Q. So you have t o set --

A. What we do i s we set 9 1/2 -- or 9 5/8 surface 

and then w e ' l l d r i l l w i t h mud 8 1/4-inch hole and set 7-inch 

i n t e r m e d i a t e --

Q. Okay. 

A. -- through the top of the C l i f f House. From 

the r e we d r i l l w i t h a i r down t o the base of the Dakota. 

Q. So you i s o l a t e the Chacra and e v e r y t h i n g above i t 

through your i n t e r m e d i a t e ? 

A. Yes, s i r . 

Q. And then you — okay. That 165,000 f o r the 

incremental costs on your S-shaped w e l l , i n order t o come up 

w i t h t h a t number, you had t o know where you would put your 

bottom hole l o c a t i o n o f your -- of t h a t w e l l , of t h a t S-shaped 

w e l l . Where would t h a t be? 

A. I i n s t r u c t e d our engineer t o get a l o c a t i o n which 

i s l e g a l a t 660 from the east l i n e , and 1980 from the n o r t h 

l i n e . 

Q. Okay. U n i t H or something? 

A. Yes, s i r . Well, i t would probably end up 5- or 

600 f e e t t o the nort h e a s t -- excuse me -- northwest. 

Q. Okay. 
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A. Probably r i g h t under the county road -- where the 

county road i n t e r s e c t s the driveway t h a t goes down t o the 

B l a n c e t t 1 s home. 

Q. Okay. Are you working w i t h a g e o l o g i s t ? I know 

you got an engineer h i r e d , but --

A. On our w e l l s i t e s out i n Farmington, I work w i t h 

John Burcher, and he sets our w e l l s . He has not been i n v o l v e d 

i n t h i s . I've r e l i e d on Mr. Warmer's e x p e r t i s e because I 

consider him a g e o l o g i c a l engineer. He's very up-to-speed not 

only on the engineer aspects, but how t h a t r e l a t e s t o the 

geology, so i n my o p i n i o n , very q u a l i f i e d f o r t h i s type of 

endeavor. 

Q. Okay. So you would or would not d r i l l another 

w e l l i n t h i s spacing u n i t ? 

A. Well, I mean depending on how t h i s one goes, I 

could -- I mean, t h i s would be our f i r s t choice. 

Q. Okay. So i t would depend on t h i s w e l l , the 

r e s u l t s ? 

A. Right. But I could see coming up from the west 

and maybe b u i l d i n g a road up on t o one of these mesas. I t 

would be a f e d e r a l p e r m i t , I t h i n k . 

Q. But i t would be a southeast? 

A. Yes, s i r . 

Q. Okay. 

A. You're d e a l i n g w i t h homes and farmland and g o l f 

500 
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courses and a l l s o r t s of s t u f f out here. So i t ' s q u i t e a 

challenge. 

Q. You're j u s t t r y i n g t o l o c a t e where you can get a 

spot t o d r i l l here? 

A. Yes, s i r . 

EXAMINATION 

BY MR. WARNELL: 

Q. You're f a i r l y close t h e r e t o the Aztec r u i n s . 

A. Well, the topographic c a l l e d those Aztec r u i n s , 

but they aren't the Aztec r u i n s . There are apparently some o l d 

p i t s or d w e l l i n g s t h a t are covered under mud on p r i v a t e land. 

I t ' s on the Bl a n c e t t ' s land, and I t h i n k the 

Bla n c e t t ' s might have the land t h a t goes i n t o 19 a l i t t l e b i t . 

So they're f u l l y p r o t e c t e d , and we're not g e t t i n g near them at 

a l l , no. That's c o r r e c t . 

Q. And t h a t ' s the B l a n c e t t ' s ranch or house at the 

end of t h a t d r i v e ? 

A. Yes, s i r . You take t h a t road o f f of County Road 

3000 and go northwest, and they have a barn and a home and some 

other f a c i l i t i e s f o r t h e i r ranching o r g a n i z a t i o n . 

Q. On E x h i b i t 3, I t h i n k i t was, the p i c t u r e s t h a t 

we looked a t , E, F and G? 

A. Yes, s i r . 

Q. Those are taken j u s t s l i g h t l y n o r t h of t h a t 

county road; i s t h a t c o r r e c t ? Your l o c a t i o n or proposed 
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l o c a t i o n i s not on any of these photographs. 

A. That's c o r r e c t . E i s from the county road 

l o o k i n g almost d i r e c t l y n o r t h . 

Q. Okay. 

A. You're l o o k i n g -- i t ' s going t o be -- you can see 

t h a t stock pond t h e r e where i t says 859? 

Q. Right. 

A. I t ' s r i g h t n o r t h of t h a t , so you're l o o k i n g 

d i r e c t l y n o r t h of t h a t , maybe n o r t h , northwest. That's 

E x h i b i t E. 

Q. Right. 

A. Now, E x h i b i t F -- our l o c a t i o n i s j u s t t o the 

r i g h t of E x h i b i t F -- or not t o the r i g h t , but -- I took these 

photographs. So i f I'm standing here t a k i n g a p i c t u r e of the 

f i e l d , t h i s r e a l l y gives a view of the f i e l d s down below and 

how companies have t r i e d t o work w i t h the B l a n c e t t ' s t o get 

t h i s i n here. Our l o c a t i o n i s d i r e c t l y t o the r i g h t , so I'm 

probably 100 f e e t j u s t t o the l e f t of t h a t l o c a t i o n . 

Q. Just due west of your l o c a t i o n i s --

A. I s where I'm standing, c o r r e c t . 

Q. And — 

A. And Mr. Bl a n c e t t ' s house would be -- i f you look 

a t E x h i b i t F, i t ' s j u s t t o the west of the t r u c k , and i t ' s down 

i n the f l a t s . 

MR. WARNELL: I don't have any other questions. 
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1 EXAMINATION 

2 BY MR. JONES: 

3 Q. We're k i n d o f d r i l l i n g you here. 

4 A. That's f i n e . 

5 Q- Do you have any idea why he d i d n ' t show up f o r 

6 t h i s hearing? 

7 A. I r e a l l y don't. I t a l k e d t o him the one time, 

8 and I sent him what I thought were some l o c a t i o n s o f where we 

9 were. He's out of D a l l a s . So i t may have been he never got 

10 back t o me. 

11 Q. Okay. I t sounds l i k e he's l o o k i n g a f t e r h i s 

12 business here At l e a s t he's paying a t t e n t i o n . 

13 A. Right, r i g h t . 

14 Q. Which some people don't. 

15 A. No, no. I mean, t h a t ' s what he t o l d me, "I'm 

16 j u s t doing what I have t o do," or, "What I t h i n k I should do." 

17 But he's --

18 Q. Who d i d your AFE? Did you say Walsh Engineering? 

19 A. No, Protocom Consulting. They're our w e l l s i t e 

20 sup e r v i s o r . 

21 Q- Okay. 

22 A. The AFE or the APD? 

23 Q. The AFE. 

24 A. The AFE was done by Protocom C o n s u l t i n g . When we 

25 get cost adjustments, we e s s e n t i a l l y get on the telephone and 
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I -- j u s t t r y t o save. I t r y t o save time, and I go through 

items which we t h i n k are going t o change and double check t o 

make sure t h a t we're on the same page. 

The gentleman who put t h i s on here i s named Dean 

C o l l i n s , and he's a c o n s u l t a n t w i t h Protocom C o n s u l t i n g --

Q. Okay. 

A. -- out of Farmington. 

Q. Obviously, i t would depend on when you're going 

to -- what d r i l l i n g company you're going t o use and when you're 

going t o get t o i t --

A. Yes, s i r . 

Q. -- but when do you t h i n k you want t o get t o i t ? 

A. We have f o u r w e l l s t h a t are on deck t o d r i l l , so 

we'd l i k e t o d r i l l them a l l i n a row. This would probably be 

the t h i r d w e l l . We'll d r i l l the La P l a t a , then the two down 

here i n Aztec. 

Q. So there's two i n Colorado? 

A. No. I n La P l a t a , New Mexico. 

Q. Okay. Did he -- obviously, you s a i d you have t o 

use some k i n d of closed-loop system on t h i s ? 

A. Yes, s i r . 

Q. Did he give you an idea i f you d i d n ' t use a 

closed-loop system, what would be the d i f f e r e n c e i n cost? 

A. With Protocom, I have -- and t h a t item i s 

number -- i t ' s on the completion costs, and i t ' s c a l l e d 
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" d i s p o s a l c o s t s " --

Q. Okay. 

A. -- on the w e l l . What he d i d i s he went t o the 

State map and water w e l l records and found t h a t there's a water 

w e l l on or near the B l a n c e t t ' s ranch and maybe something along 

the county road. So the process t h a t he goes through -- and 

t h i s i s Mr. C o l l i n s -- i s t h a t he has t o determine our ground 

l e v e l based on the ground l e v e l of where the water w e l l i s and 

then estimate where the a q u i f e r i s o f the surrounding water 

w e l l . And then i f i t ' s w i t h i n 50 f e e t , then i t ' s an automatic 

closed-loop, and I b e l i e v e t h a t was the case. 

Q. Okay, okay. 

A. I d i d n ' t l i k e t h a t . 

Q. Okay. 

MR. BROOKS: I t ' s the p i t r u l e . 

THE WITNESS: Because the a d d i t i o n a l cost i n c u r r e d 

f o r the p r o j e c t . So I went over t h i s s e v e r a l times w i t h him t o 

make sure t h a t i n t h i s instance we were below water w i t h the 

50-foot c u t o f f . 

Q. (By Mr. Jones): Okay. Two years ago, what would 

your d r i l l i n g system have looked l i k e ? 

A. Well, we would have d r i l l e d the w e l l the same 

way, 7 1/2-inch i n t e r m e d i a t e — 

Q. What about surface f a c i l i t i e s , I mean surface --

A. We would have used -- we were p l a n n i n g on using a 
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surface p i t up i n t h i s area. 

Q. Okay. 

A. And, i n f a c t , I have been working on t h i s f o r two 

or three years — 

Q. Okay. 

A. -- and had some lease problems. We don't go i n t o 

t h a t , but i f i t had been done two-and-a-half, three years ago, 

the cost would have been under a m i l l i o n d o l l a r s . 

Q. Of course, costs have changed a l o t since then. 

A. And I'm not bemoaning t h a t , I'm j u s t saying 

s t e e l , environmental, and then j u s t the i n f l a t i o n of e v e r y t h i n g 

e l s e . 

Q. One s t o r y I heard i s t h a t China shut down some of 

t h e i r s t e e l m i l l s t o c l e a r up the a i r f o r the Olympics. The 

Chevron people t o l d me t h a t . 

A. I wouldn't be s u r p r i s e d . 

MR. JONES: Okay. I don't t h i n k we have any other 

questions. 

EXAMINATION 

BY MR. BROOKS: 

Q. I have a couple I thought o f . Not r e a l l y 

t e r r i b l y r e l e v a n t , but you were t a l k i n g about the closed-loop 

system. How much do you f i g u r e t h a t added t o the AFE as 

compared t o i f you had used a surface p i t ? 

A. On an AFE we have here, d i s p o s a l costs -- and 

PAUL BACA PROFESSIONAL COURT REPORTERS 

500 4th S t r e e t , NW, Suite 105, Albuquerque, NM 87102 



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 

31 

i t ' s under completion, and i t ' s l i s t e d t h e r e as 120,000. We 

d i d a closed-loop up i n La Pl a t a , New Mexico, i n January on a 

w e l l we j u s t d r i l l e d . 

Q. Yes. 

A. I r o n i c a l l y , the parent w e l l was r i g h t next t o the 

La Plata River. The A w e l l i s up the h i l l away from i t , but 

because of the t i m i n g and the c o n t r o v e r s i a l r u l e , we were 

fo r c e d t o -- and hon e s t l y , t h a t was before the r u l e went out. 

The State a r b i t r a r i l y s a i d , "This i s what you're going t o do." 

And we had no choice. So t h a t was $125,000. So we 

added a l i t t l e b i t more i n . 

Q. So you estimate the closed-loop system d i s p o s a l 

costs t o be 120,000? 

A. Yes, s i r . Now, t h a t ' s d i s p o s a l costs; t h a t ' s 

running the c u t t i n g s t o a c e r t i f i e d land farm; t h a t ' s , you 

know, c l e a n i n g and moving the c u t t i n g s and the mud from a 

closed-loop p i t . 

Q. Yeah. 

A. For the January w e l l we d r i l l e d , we u t i l i z e d a 

r e n t a l system from Aztec D r i l l i n g , one of the r e n t a l companies. 

In t h i s i n s tance, f o r three of the fo u r w e l l s we're d r i l l i n g 

have t o be closed, we are g e t t i n g an o l d p i t from our d r i l l i n g 

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

make i t work. 

Q. Was t h a t 120,000, would any of t h a t have been --
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i s t h a t a l l a d d i t i o n a l cost r e s u l t i n g from a closed-loop system 

or would any of t h a t have been --

A. That's why I s a i d because we're r e t r o f i t t i n g a 

p i t , t h a t i s not i n c l u d e d i n t h a t 120. There's probably some 

r e n t a l and then some c o n s t r u c t i o n and some r e t r o f i t t i n g charges 

which are not i n c l u d e d i n t h e r e . 

Q. Well, my quest i o n r e a l l y was were t h e r e any 

o f f s e t t i n g savings t h a t you would have spent i f you had used a 

surface p i t t h a t would reduce t h a t 120,000 as being --

A. Well, you'd probably need a $10,000 l i n e r , 

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

Q. So there might have been some, but t h e r e wouldn't 

have been very much? 

A. That's r i g h t . You know, a t l e a s t what the 

engineer i n the f i e l d wants t o do i s d r i l l the closed-loop 

f i r s t so we can move the water from one closed p i t . We don't 

have t o dispose i t . We can put i t i n the next r i g . 

And so you're k i n d of s h u t t l i n g water and supplies t o 

the next l o c a t i o n , which I t h i n k the l a r g e companies can do 

t h a t q u i t e w e l l . Being s m a l l , we have t o d r i l l a number of 

w e l l s t o f i n d those economies t o scale. 

Q. Now, you s a i d — d i d I hear you c o r r e c t l y t h a t 

you planned your economics on an $8 gas p r i c e ? 

A. Below $8, yes, s i r . And t h a t was when we were 

g e t t i n g 9, $10. I t h i n k the San Juan index from A p r i l t o J u l y 
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probably averaged $10. 

Q. Does i t s t i l l work a t $3.80? That's what i t was 

day before yesterday. 

A. I don't t h i n k i t ' s going t o stay t h e r e , so I 

t h i n k t here w i l l be some upside. I mean, I wouldn't be i n t h i s 

business i f I thought gas p r i c e s were going t o stay a t $3.80. 

But, then, I'm not -- I don't have a l l these t o o l s a t my 

di s p o s a l . I'm j u s t going on hunch. 

Q. They're always h i s t o r i c a l l y low t h i s time of 

year, I know. 

A. Low shoulder time. 

MR. BROOKS: Nothing f u r t h e r . 

MR. JONES: Can I ask Tom K e l l a h i n a question? 

MR. BROOKS: Yes. 

MR. JONES: Mr. K e l l a h i n , j u s t f o r my own 

i n f o r m a t i o n , are you aware of a D i v i s i o n order where p r o d u c t i o n 

has been p r o p o r t i o n e d between spacing u n i t s based on a 

p r o x i m i t y beyond the l e g a l l o c a t i o n c l o s e r t o the lease l i n e ? 

MR. KELLAHIN: I t sometimes occurs. I d i d some f o r 

Oxy a number of years ago where we were shooting r i g h t i n the 

corner, and i t was apparent t h a t each of the four 40s were 

going t o c o n t r i b u t e . There was j u s t no t e c h n i c a l reason t o 

t h i n k otherwise. So as a consequence, t h a t l o c a t i o n was 

approved as an NSL. 

But the p r e d i c a t e f o r approval was a c o n t r a c t u a l 
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u n d e r l y i n g framework t h a t r e a l l o c a t e d the p r o d u c t i o n among the 

160. That was when Mr. Stogner was here, and he d i s l i k e d 

c r e a t i n g non-standard p r o r a t i o n u n i t s . But he would l e t us 

accomplish the same goal i f we d i d i t c o n t r a c t u a l l y . He would 

then approve the NSL. 

But those were f o r very extreme l o c a t i o n s , and I 

don't have an example where i t was done something l i k e t h i s . 

MR. JONES: Okay. Thank you. I don't t h i n k we have 

any other questions. 

JOHN J. WANNER 

a f t e r having been f i r s t d u l y sworn under oath, 

was questioned 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. Wanner, f o r the record, s t a t e your name and 

occupation. 

A. My name i s John J. Wanner, W-a-n-n-e-r, and I'm a 

petroleum engineer. 

Q. Where do you re s i d e , s i r ? 

A. I l i v e i f Denver, Colorado. 

Q. And have you t e s t i f i e d before the New Mexico 

D i v i s i o n on p r i o r occasions? 

A. I have not. 

Q. Summarize f o r us when and where you obtained your 

degree i n engineering. 
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A. I graduated from Colorado School of Mines i n the 

year 1948. 

Q. Do you c u r r e n t l y s t i l l p r a c t i c e your p r o f e s s i o n 

as a consultant? 

A. Yes. I have an o f f i c e i n downtown Denver. 

Q. I s Mr. McHugh one of your c o n s u l t i n g c l i e n t s ? 

A. He i s . 

Q. As p a r t of your r e s p o n s i b i l i t i e s , d i d Mr. McHugh 

ask you t o engage i n a review of Mr. Mammel's o b j e c t i o n l e t t e r ? 

A. Yes, he d i d . 

Q. Have you been asked t o analyze the p o t e n t i a l f o r 

adverse e f f e c t on these w e l l bores i n the Dakota formation? 

A. I read Mr. Mammel's l e t t e r , and I'm not -- I 

wasn't r e a l l y understanding some of the numbers he came up 

w i t h , number one. And then l o o k i n g at the l o c a t i o n of h i s w e l l 

i n which he has t h i s i n t e r e s t i n and the proposed w e l l , I f e l t 

t h a t t h i s was not a v a l i d o b j e c t i o n . 

Q. As p a r t of your a n a l y s i s , d i d you draw on your 

e x p e r t i s e and your experience w i t h the Dakota production? 

A. Yes, I d i d . 

Q. How long have you been i n v o l v e d i n st u d y i n g 

Dakota and Mesaverde p r o d u c t i o n i n the San Juan Basin? 

A. Well, I've been i n t h i s business f o r a number of 

years i n which I've -- p a r t i c u l a r l y i n the San Juan Basin, 

several years. P e r i p h e r a l l y not any s p e c i f i c p o i n t as we're 
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Dakota Mesaverde i n the San Juan Basin. 

Q. And as p a r t of your g a t h e r i n g of data, i n order 

t o reach an expert o p i n i o n , d i d you use a v a i l a b l e w e l l l o g 

in f o r m a t i o n ? 

A. Yes, I d i d . 

Q. And d i d you study p r o d u c t i o n i n f o r m a t i o n i n the 

area? 

A. I'm s o r r y . I d i d n ' t hear t h a t . 

Q. Did you use p r o d u c t i o n i n f o r m a t i o n i n the area? 

A. I d i d . 

Q. Did you apply conventional engineering 

c a l c u l a t i o n s t o your methods? 

A. Yes, I d i d . 

MR. KELLAHIN: I tender Mr. Wanner as an expert 

petroleum engineer. 

MR. JONES: Mr. Wanner i s q u a l i f i e d as an expert 

petroleum engineer. 

Q. (By Mr. K e l l a h i n ) : Mr. Wanner, d i d you cause t o 

be prepared a c r o s s - s e c t i o n map? 

A. I d i d . 

Q. Let's t u r n t o what i s marked as E x h i b i t No. 6. 

I f y o u ' l l take a moment, l e t ' s u n f o l d t h i s . 

A. I have i t before me. 

Q. A l l r i g h t . Mr. Wanner, because on E x h i b i t 6 
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there's not a l o c a t o r p l a t , I'm going t o ask you t o now take 

E x h i b i t No. 7, which i s the composite s t r u c t u r e and isopach. 

Do you have t h a t before you? 

A. Here we are. Yes, I do. I have i t here. 

Q. Okay. Before we look at the cross s e c t i o n , l e t ' s 

go t o the s t r u c t u r e map and have you take us through the 

l o c a t i o n of the w e l l s t h a t you then u t i l i z e d f o r the 

c o n s t r u c t i o n of your cross s e c t i o n . Let's do t h a t now. 

A. Well, we have two -- or I have a cross s e c t i o n 

w i t h two l i n e s , the A l i n e , which i s an east/west l i n e s t a r t i n g 

over at Section 24 w i t h a B u r l i n g t o n w e l l , and then t i e s i n t o 

the proposed l o c a t i o n down t o the Kaempf w e l l and f u r t h e r east 

t o the Kaempf 1-E w e l l . That i s l i n e AA. And then a second 

cross s e c t i o n from the Kaempf w e l l south, which i s t o the -- i n 

Section 30 -- t o the Lee 1-E w e l l . 

Q. Okay. Let's go now back t o E x h i b i t No. 6 which 

i s a cross s e c t i o n , and l e t ' s look a t the AA prime p o r t i o n o f 

i t . 

A. Yes. 

Q. I n the middle of t h a t , we've got the San Juan 

Resources Kaempf #1 w e l l . This i s the w e l l bore i n which 

Mr. Mammel's got h i s i n t e r e s t . Describe f o r us what you see i n 

the Dakota f o r m a t i o n i n t h a t w e l l bore. 

A. I n the Kaempf w e l l , you see they have h i g h l i g h t e d 

the zones i n the Dakota, which have been p e r f o r a t e d . They come 
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out of almost an orange c o l o r , and t h e r e are some 44 f e e t of 

zone p e r f o r a t e d i n the Kaempf w e l l . 

Q. Have you examined the data on the Kaempf well? 

A. I have. 

Q. Have you s a t i s f i e d y o u r s e l f t h a t the operator of 

t h a t w e l l has opened up a l l the p o t e n t i a l pay i n the Dakota 

i n t e r v a l i n t h a t w e l l bore? 

A. I t -- w i t h the i n f o r m a t i o n we have, i t appears 

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

Q. As you go from t h a t c o n t r o l w e l l and you move t o 

the west, you p i c k up a p r o j e c t i o n o f where Mr. McHugh wants t o 

put the new w e l l i n the E/2 of Section 24. 

A. Yes. 

Q. And then beyond t h a t , you move f a r t h e r west and 

you p i c k up your next c o n t r o l w e l l , which i s i n the W/2 of 24. 

A. Yes. 

Q. Look at t h a t w e l l bore and t e l l us what you see 

i n the Dakota. 

A. Well, the h i g h l i g h t e d upper zone i s i n the 

Dakota, which i s the B zone which describes these v a r i o u s sand 

bodies w i t h i n the Dakota. I'm using a standard p r a c t i c e of A, 

B, C, D. And so I have h i g h l i g h t e d the B zone which appears t o 

ca r r y through t h i s p a r t i c u l a r cross s e c t i o n . 

And as you can see, coming from the Kaempf w e l l t o 

the west, there i s a t h i n n i n g of t h a t B zone i n i t s e l f . And 
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then i f you would t r y t o c o r r e l a t e any of these other zones i n 

the Kaempf w e l l f u r t h e r west t o the w e l l i n 24, there's a vast 

d i f f e r e n c e of d e p o s i t i o n , and those zones simply do not occur 

t o the west. So we have a t h i n n i n g going from the Kaempf t o 

the east. 

On the same cross s e c t i o n , you can go w i t h the B 

zone, and i t i s p r e t t y constant going t o the east. But then i n 

the Kaempf 1-E w e l l , we have picked up a d d i t i o n a l sands which 

i s simply the d e p o s i t i o n a l p a t t e r n o f the Dakota when i t was 

l a i d down. So the Kaempf E picked up some a d d i t i o n a l sands 

t h a t aren't present i n the Kaempf w e l l . 

Coming from the Kaempf w e l l t o the south, we have a 

p r e t t y c o n s i s t e n t B zone again. And we're not coming very f a r , 

but t h a t ' s more or less on s t r i k e again w i t h the d e p o s i t i o n . 

So the B zone i s p r e t t y w e l l c o n s i s t e n t t h e r e . But then again, 

i f you look a t the Kaempf w e l l and t r y t o c o r r e l a t e those back 

to the Lee 1-E, i t ' s a matter of f i n g e r i n g . 

Probably the o v e r a l l sands might be t h e r e , but they 

don't match up. They're s o r t of l i k e t h i s ( i n d i c a t i n g ) . So 

you might have a c o n s i s t e n t thickness of sand i n the one w e l l 

as t o the other, but they aren't n e c e s s a r i l y connected. 

Q. Have you looked at the d i f f e r e n t zones i n the 

Dakota? You've i d e n t i f i e d what you've c a l l e d the Dakota B as 

the only l i k e l y zone i n the Dakota t h a t might be present i n 

both Mr. McHugh's new l o c a t i o n and the e x i s t i n g w e l l bore 
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i n 19. 

A. Yes. The B would probably be one t h a t you would 

be very s u r p r i s e d i f i t wasn't present -- I ' l l put i t t h a t way. 

But I would also a n t i c i p a t e perhaps i n t h a t cross s e c t i o n a t 

the proposed l o c a t i o n , the Lee might again p i c k some other 

d e p o s i t i o n a l sand bars, o f f - s h o r e bars, whatever i t i s t h a t we 

don't know about. 

But c o n s i s t e n t l y we would expect the B zone t o be 

t h i n n i n g t o the west. 

Q. Characterize the Dakota f o r me. 

A. I t ' s a t i g h t sandstone body, very impermeable. 

I n some w e l l s we would get sweet spots i n which t h e r e i s some 

p e r m e a b i l i t y , but g e n e r a l l y i t needs t o be h y d r a u l i c a l l y 

f r a c t u r e d t o make i t a successful w e l l . 

Q. Let's look now a t E x h i b i t No. 7. I s t h i s an 

e x h i b i t t h a t you also prepared or had assistance i n the 

prepara t i o n ? 

A. Yes, I prepared t h i s . 

Q. This i s your work? I t shows two t h i n g s . I t 

shows s t r u c t u r e and isopach. 

A. Yes. 

Q. Let's s t a r t w i t h the s t r u c t u r e p o r t i o n of the 

d i s p l a y . Describe f o r us what you're seeing i n terms of 

s t r u c t u r e as we compare the Kaempf 1 w e l l t o Mr. McHugh's 

proposed unorthodox l o c a t i o n . 
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A. On the e x h i b i t you're l o o k i n g a t , the b l a c k l i n e s 

l a b e l e d 800, 750 and 700, those are s t r u c t u r e -- the map on the 

s t r u c t u r e of t h i s A zone. And i t shows t h a t i n t h i s p o r t i o n of 

the basin and r i g h t i n t h i s where we're a t the p o i n t of 

i n t e r e s t , we're almost f l a t . We don't have any s u b s t a n t i a l d i p 

or -- so the s t r u c t u r e i s f a i r l y f l a t t h e r e . 

And w i t h regard t o the Kaempf w e l l and t o the 

proposed w e l l , I would almost expect i t t o be almost i d e n t i c a l 

depth-wise as t o the Kaempf, from what my work shows here. 

Q. Let's look a t the isopach p o r t i o n of the d i s p l a y 

and have you draw the same r e l a t i o n s h i p between those two 

l o c a t i o n s . 

A. Now, the d o t t e d l i n e s you're l o o k i n g a t l a b e l e d 

30 and 20, those are the B zone gross. I d i d n ' t t r y t o get out 

net pay. The q u a l i t y of the logs a v a i l a b l e j u s t d i d not permit 

t h a t , so i n order t o show the idea o f t h i s d e p o s i t i o n of the 

Dakota -- at t h a t time, I'm using the gross sand development. 

And t h a t ' s what you're l o o k i n g a t on the d o t t e d l i n e 20 and 30. 

And i t would show t h a t we would almost expect t o f i n d 

the B zone t h i n n i n g a t the B l a n c e t t w e l l from the Kaempf w e l l 

and f u r t h e r t h i n n i n g t o the west on the B zone. And then we 

may p i c k up some of these other t h i n g s we don't even know 

about. 

Q. Did you study the p r o d u c t i o n of the Kaempf w e l l 

i n the SW/4? 
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A. Yes. 

Q. You've s t u d i e d t h a t w e l l ? 

A. I d i d . 

Q. Let's t u r n t o E x h i b i t No. 8. What are you 

showing us on E x h i b i t No. 8? 

A. I j u s t p i c k e d up a p o r t i o n of the p r o d u c t i o n 

h i s t o r y of the Kaempf w e l l going back t o 1/04. This w e l l has 

a c t u a l l y been on pr o d u c t i o n f o r over 30 years. And i t has 

experienced a remarkably f l a t d e c l i n e curve as you can see on 

E x h i b i t 8. I t ' s c u r r e n t l y -- i t ' s j u s t k i n d of f l a t w i t h a low 

d e c l i n e . I'm showing -- the d e c l i n e I show there i n the l a s t 

few months, I showed a 12 percent d e c l i n e which i s probably not 

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

I f you would look a t the whole h i s t o r y of t h i s and 

the present time, the w e l l r i g h t now i s probably d e c l i n i n g 

around 2 percent per year. But i t also -- you have t o -- t h i s 

i s a l o g a r i t h m i c scale t h a t I'm l o o k i n g a t . I t ' s probably 

making 50 MCF a day. And i t has accumulated t o t a l l y some 

860,000 MCF, and t h a t shows i n t h a t lower r i g h t box. 

Q. Have you a p p l i e d your engineering s k i l l s t o t r y 

t o determine the area e f f e c t e d by the e x i s t i n g Kaempf we l l ? 

A. I have. 

Q. And have you reduced t h a t i n f o r m a t i o n t o an 

e x h i b i t ? 

A. Yes, I have. 
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Q. I s t h a t set f o r t h on E x h i b i t No. 9? 

A. Yes, E x h i b i t No. 9. 

Q. I s t h i s your work? 

A. I t i s . 

Q. Describe f o r us the assumptions you've made and 

the end r e s u l t of your c a l c u l a t i o n o f the area being a f f e c t e d 

i n the Dakota by the Kaempf w e l l . 

A. I j u s t took i n order -- w i t h the l i m i t e d data 

a v a i l a b l e , I made a simple c a l c u l a t i o n of the o r i g i n a l gas i n 

place. And t o do t h a t , I had t o make some assumptions as t o 

p o r o s i t y , water s a t u r a t i o n , bottom hole pressures, and they are 

a l l l i s t e d -- the data -- on the upper l e f t which I used t o do 

t h i s . 

And I c a l c u l a t e the o r i g i n a l , and I also had t o 

estimate the thickness of pay we're t a l k i n g about, which i s 

also l i s t e d . I n t h i s case, i t ' s 44 f e e t . I determined the 

o r i g i n a l gas i n place. Then I d i d a separate c a l c u l a t i o n a t 

abandonment. And I used i t -- i n t h i s r e s e r v o i r I used an 

abandonment pressure of 500 pounds. So then you take the 

o r i g i n a l gas i n place and the abandonment gas i n place and you 

come up w i t h the recoverable -- estimated recoverable -- gas i n 

place. 

Q. And what number d i d you --

A. I t has many assumptions i n i t , but we don't have 

the data t o a c c u r a t e l y do i t . But i t gets you i n the b a l l p a r k . 
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Q. So what was your assumption, then, of the 

recoverable gas i n place? 

A. Well, i n t h i s case, we had 371 cubic f e e t per 

f o o t . And then i f y o u ' l l m u l t i p l y t h a t by the number of f e e t 

which I used i n t h i s case -- on the e x h i b i t -- I l o s t i t here. 

Well, e x h i b i t -- on your cross s e c t i o n showing where the 

operator p e r f o r a t e d i n the Dakota, t h a t ' s 44 f e e t . 

And I have t o assume t h a t he knew what he was doing 

because he probably have had a g e o l o g i s t , he had a gas logger 

and c u t t i n g s and d r i l l times and so on. So i f he picked these 

zones as p r o d u c t i v e -- and there's 44 f e e t -- t h a t ' s what I 

plugged i n t o the E x h i b i t No. 9. 

Q. So how long has t h i s w e l l been producing? 

A. This w e l l was completed i n 1977. 

Q. Since 1977 t o date? 

A. I'm sorry? 

MR. McHUGH: The lower zone was '73. 

THE WITNESS: Well, you would also n o t i c e on the 

cross s e c t i o n on the l o g , t h i s w e l l was d r i l l e d , and i t had a 

blowout. They got i n the lower p a r t of the Dakota, and they 

had a blowout. They had a considerable amount of d i f f i c u l t y 

g e t t i n g under c o n t r o l , and they f i n a l l y d i d and set casing a t a 

depth of 6618. They set casing t h e r e , and then produced t h i s 

w e l l f o r a number of years open hole from t h a t -- from 6618 t o 

the t o t a l depth of 6650. 
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So there was a p e r i o d of time i n which t h i s s e c t i o n 

of the Dakota was producing, but they were never able t o l o g 

i t . So we don't r e a l l y know what they got i n t o . And i n 

searching the record, i t was very d i f f i c u l t t o -- and i t ' s 

probably not i n the re c o r d -- why they u l t i m a t e l y plugged i t 

back. But I t h i n k i t ' s probably maybe water and so on. At any 

r a t e , they s a i d they plugged at -- showing you, again, on your 

cross s e c t i o n -- 6618, r i g h t i n t h e r e , they set a p l u g and then 

completed the upper p a r t of t h i s . 

So there were two pieces of the p r o d u c t i o n , but the 

piece I used t o determine the area of development, I used only 

the p r o d u c t i o n from the upper Dakota. 

Q. So a f t e r more than 30 years of p r o d u c t i o n , based 

upon your c a l c u l a t i o n , you're seeing the Dakota p o r t i o n of t h i s 

w e l l bore having a f f e c t e d only about 47 acres? 

A. That's c o r r e c t . Using the parameters I've 

described, i t appears t h a t they have a f f e c t e d about 40 acres. 

Q. Well, you t a l k e d about some u n c e r t a i n t y of the 

assumptions you've made, but l e t me ask you about those. 

You've made assumptions t h a t you thought were f a i r and 

reasonable f o r a p p l i c a t i o n t o t h i s f o r m a t i o n i n t h i s area; d i d 

you not? 

A. Yes, I have. We have some general i n f o r m a t i o n i n 

the area. So i t ' s by analogy and using a 15 percent p o r o s i t y . 

That might be low, or we don't know. But I t h i n k i t ' s i n the 
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b a l l p a r k . And t h a t was the assumption I was making here. And 

the same way w i t h the water s a t u r a t i o n . I n these sandstones of 

t h i s nature, 25 percent water i s probably very acceptable i n 

t h i s type of f o r m a t i o n . 

These are not water d r i v e developments. And so t h a t 

was one of the other parameters. And then, of course, the b i g 

parameter when you determine area of involvement here i s the 

number of f e e t t h a t you p e r f o r a t e . 

Q. My question i s : You may not have the s p e c i f i c 

data p o i n t s t o take from i n f o r m a t i o n from the Kaempf w e l l , but 

you've u t i l i z e d parameters t h a t you thought were reasonable 

based upon other a v a i l a b l e data i n the area t h a t ' s a p p l i c a b l e ? 

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

Q. Coming back now t o Mr. Mammel's l e t t e r , he 

expresses the concern t h a t maybe 25 percent of the p r o d u c t i v i t y 

of the Kaempf w e l l i s going t o be drawn t o the unorthodox 

l o c a t i o n w e l l Mr. McHugh wants t o d r i l l . Do you agree w i t h 

Mr. Mammel? 

A. No. On the face of i t , I do not agree. I --

perhaps i f he had something t o support i t , I could make a 

judgment. But from what I see, I don't t h i n k there's any way 

t h a t the proposed w e l l w i l l have any a f f e c t whatsoever on the 

Kaempf. 

Q. His other p o i n t was t h a t he expected the Kaempf 

w e l l t o experience a drawdown. I assume he's -- describe f o r 
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me what you t h i n k he's saying when he says h e ' l l experience a 

drawdown on the Kaempf w e l l . 

A. I have t o — I ' l l have t o make an assumption t h a t 

I know what Mr. Mammel i s t h i n k i n g . But I'm t h i n k i n g he's 

t h i n k i n g t h a t by p u t t i n g t h i s new w e l l on here, we're going t o 

suck out a l l of the gas t h a t ' s been going t o the Kaempf w e l l --

or at l e a s t a f f e c t i n g i t . 

And j u s t on the experience I have on t h i s and other 

areas i n the San Juan Basin doing s i m i l a r s t u d i e s , I don't 

t h i n k there's any way t h a t we are going t o have any e f f e c t on 

i t . The Kaempf w e l l w i l l have - - b e a f f e c t e d a t a l l by the new 

w e l l . The ra d i u s of involvement i s too l i m i t e d . These t i g h t 

gas — t i g h t r e s e r v o i r rocks w i t h an up -- get aside a l i t t l e 

b i t — we go i n and t r y t o f r a c t u r e one of these t h i n g s , and i f 

you can get a f r a c design from one of the companies and say, 

"Hey. We're going t o get t h i s . We go t o 1300 f e e t . " 

And boy, you know, w e ' l l prop t h a t baby up, and we've 

got 1300 f e e t or whatever i t i s , and you say, "Oh. Okay. 

Let's go." 

Well, at any r a t e , I do not t h i n k t h a t we are going 

t o be any more successful than our f r a c i n g i f we were t o where 

i t would ever p o s s i b l y a f f e c t the Kaempf w e l l . 

Q. Thank you, Mr. Wanner. 

MR. KELLAHIN: That concludes my examination o f Mr. 

Wanner, and we move the i n t r o d u c t i o n of h i s E x h i b i t s 6 
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through 9. 

MR. JONES: E x h i b i t s 6 through 9 w i l l be admitted. 

[ A p p l i c a n t ' s E x h i b i t s 6 through 9 admitted i n t o 

evidence.] 

EXAMINATION 

BY MR. JONES: 

Q. Mr. Wanner, I've r e a l l y enjoyed your testimony 

today. I have t o t e l l you t h a t . 

A. Thank you. 

Q. This Dakota, you're c a l l i n g these the A and the B 

zones? 

A. Yes. 

Q. I n o t i c e d when B u r l i n g t o n came t o do t h e i r down 

spacing, t h e i r b i g down spacing testimony, and they a c t u a l l y 

c a l l e d , I t h i n k , these zones a f t e r some names of some l i t t l e 

s e ttlements around Grants and Laguna, New Mexico -- Paguate or 

something l i k e t h a t . So there was a d i f f e r e n t name f o r i t . 

But, I guess, d i d you --

A. Well, I t h i n k I can e x p l a i n t h a t . 

Q. Okay. 

A. And t h i s i s a problem not o n l y i n the San Juan 

Basin, wherever you go, you come out the basin, you go out over 

the outcrop and come i n t o another b a s i n . The guys over here 

have been c a l l i n g t h i s the Mancos f o r m a t i o n . You go over the 

h i l l , and the w e l l i s d r i l l e d i n the same s e c t i o n . I t ' s now a 
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Baxter's f o r m a t i o n , same g e o l o g i c a l age and a l l . 

I am a petroleum engineer. I have a wo r l d of 

background i n geology, you know, and I've been f a c i n g t h i s 

problem. When J e r r y gave me t h i s and s a i d we needed t o put 

something t o g e t h e r t h a t ' s understandable, I went t o the 7AAPG. 

And there's a l o t of l i t e r a t u r e i n New Mexico on t h i s 

nomenclature I'm using here; A, B, C, D. And I thought t h a t 

would be simple t o use because I don't know what some other 

company might be c a l l i n g t h i s B zone, and we would be t a l k i n g 

about apples and oranges. So I t r i e d t o avoid t h a t . 

Q. Okay. Obviously, i f you had mud l o g records out 

here, i t would have aided you q u i t e a b i t , wouldn't i t ? 

A. Oh, yes. Some of these w e l l s we're t a l k i n g 

about, some of these key w e l l s were 1970s and the q u a l i t y of 

the e l e c t r i c logs and the t e c h n i c a l f r a c i n g of the w e l l s . And 

then i n some of these o l d -- or these even i n the Kaempf, i t ' s 

k i n d of a m i r a c l e t h a t t h a t w e l l bore i s s t i l l v a l i d . 

Q. The pressures are p r e t t y low i n the Dakota, so we 

no longer r e q u i r e operators t o t u r n i n bottom hole pressures. 

A. Yes. 

Q. So you're stuck w i t h your o l d e l e c t r i c l o g . 

A. That's c o r r e c t . And I used -- i n my e v a l u a t i o n , 

I used the h y d r a u l i c s f o r the i n i t i a l bottom hole pressure. 

Q. Okay. 

A. I had t o use t h a t . 
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Q. But your i n i t i a l pressure i s one of your most 

important pressures and your abandonment pressure. 

A. Yes, ob v i o u s l y . But f i g u r i n g the o r i g i n a l gas i n 

place, I can use the o r i g i n a l h y d r o s t a t i c . 

Q. What k i n d of recovery f a c t o r d i d i t t u r n out t o 

be? 

A. I don't do them t h a t way, but i t would be i n the 

88 percent range, yeah. 

Q. Okay. So i t looks l i k e you've got some k i n d o f 

sequence s t r a t i g r a p h y going on here. You're co u r s i n g upward 

looks l i k e --

A. On the s t r u c t u r e ? 

Q. Yes. 

A. That's t r u e . And i f t h i s map were a l i t t l e 

l a r g e r , t here i s s o r t of a nose r i g h t out t o the township t o 

the east. Mapped on top of t h i s A zone, there i s a nose t h e r e . 

Q. Okay. 

A. But r i g h t i n the area, we're t a l k i n g about, i t 

f l a t t e n s out and then goes up t o the n o r t h . 

Q. Okay. But you do need t o have both zones, the 

Dakota and the Mesaverde and down hole commingle them t o be 

economic. 

A. I'm s o r r y . I d i d n ' t understand t h a t . 

Q. I guess what I'm g e t t i n g at i s both zones, even 

though they might be th e r e , they're going t o be k i n d of 
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marginal, so you're going need t o down hole commingle your 

Mesaverde and your Dakota. 

A. Well, h o p e f u l l y i f we d r i l l t h i s and t h e r e i s a 

decent Mesaverde s e c t i o n , I'm sure t h a t San Juan w i l l want t o 

develop t h a t , a b s o l u t e l y . 

Q. Okay. Can I summarize what I heard from you? 

B a s i c a l l y , d r i l l i n g the w e l l at t h i s l o c a t i o n , i t looks l i k e 

you may encounter more Dakota pay than you would i f you d r i l l 

i t east of here; i s t h a t c o r r e c t ? 

A. I f we went --

Q. I mean west. 

A. West. Yeah. Just based on -- we're t a l k i n g 

about some distances here. I t ' s s o r t of a no-man's lan d . But 

j u s t using the logs we have, t h e r e i s a d i f f e r e n c e i n the 

Dakota d e p o s i t i o n going from east t o west. And i t may t h i n out 

over t o the west and maybe some of these sandbars are b e t t e r 

developed and a b e t t e r r e s e r v o i r . There may be not be as many 

of them. But t h a t ' s why we're d r i l l i n g the w e l l . 

Q. Okay. So d r i l l i n g the w e l l at t h i s l o c a t i o n , you 

would recover reserves which you may not otherwise recover even 

from those two w e l l s i n Section 19, i n the W/2 of Section 19? 

A. Oh, yes. I t h i n k t h a t — I t h i n k Section 24 i s 

j u s t a b e a u t i f u l place t o d r i l l a w e l l because i t has not been 

developed. I f you apply the same analogy t h a t I've used on 

area of involvement on t h i s w e l l t h a t B u r l i n g t o n d r i l l e d , they 
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had t h a t on p r o d u c t i o n f o r a p e r i o d of time. But w i t h the 

se c t i o n t h a t I'm even l o o k i n g at here, the t h i n one, t h e r e i s a 

s i g n i f i c a n t amount of gas i n place over t h e r e t h a t has not ever 

been developed and wouldn't be developed u n t i l somebody goes 

over there and d r i l l s a w e l l . 

Q. Okay. Well, you may end you have proven up 

something f o r them. 

A. Well, I t h i n k so. 

MR. JONES: I don't have any other questions. 

MR. BROOKS: I have no questions. 

EXAMINATION 

BY MR. WARNELL: 

Q. I have an observation or two t h a t I might make. 

Looking at your cross s e c t i o n , t h i s f i r s t w e l l , I c e r t a i n l y 

p o i n t out t h a t you're d e f i n i t e l y -- your Dakota i s d e f i n i t e l y 

t h i n n i n g t o the west. As a matter o f f a c t , t h a t lower Dakota 

t h a t blew out on the Kaempf No. 1, I don't see t h a t at a l l on 

t h a t . 

A. We've not seen i t i n any of the w e l l s t h a t have 

been d r i l l e d r e c e n t l y e i t h e r . I t might be c a l l e d -- and I 

h e s i t a t e t o get i n t o t h i s but I t h i n k i t might be c a l l e d the 

Burro Canyon. And i t would be an argument whether i t ' s p a r t of 

the D zone or Burro Canyon, but t h a t d i d not appear -- I t h i n k 

the Kaempf 1-E got i n t o t h a t zone, and i t d i d not have the gas 

i n i t t h a t the Kaempf d i d . But t h a t ' s another p a r t of the 
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d e p o s i t i o n of t h i s whole Dakota u n i t . These t h i n g s appear. I n 

the Kaempf w e l l , t h a t zone produced 270,000 MCF or something 

before they plugged i t back. And i t could appear -- who knows? 

I t could be an o f f s h o r e bar, a sand bar. They develop as you 

go from east t o west. 

Q. I suspect y o u ' l l see t h a t lower Dakota i n t h i s 

new w e l l i f i t ' s d r i l l e d . I t looks t o me l i k e l o o k i n g a t the 

Lee 1-E going south t h a t t h a t sand i s t h e r e a l s o . But i t ' s 

d i f f i c u l t t o make t h a t c a l l because most of these logs are 

TDTs, through casing thermal neutrons. So i t ' s a r i s k . 

MR. JONES: Mr. Warnell worked f o r Schlumberger. 

MR. WARNELL: Out of Farmington. I know these l o g s . 

Q. (By Mr. W a r n e l l ) : Mr. Wanner, I do have a 

question on E x h i b i t 8 where you have your cumulative numbers. 

A. E i g h t . Let me --

Q. This one here, i t ' s the cumulative numbers. 

MR. JONES: I t ' s the curve. I t ' s the c h a r t . 

THE WITNESS: On the c h a r t , I'm s o r r y . 

Q. (By Mr. W a r n e l l ) : On t h a t one. I f you look a t 

your cumulative gas numbers, the 860,000 versus the p r o d u c t i o n 

numbers t h a t are on No. 7 here, there's a discrepancy t h e r e . 

A. That has t o do w i t h the O i l and Gas Commission. 

You go back some date i n time, you have t o --

MR. JONES: '93. 

THE WITNESS: They don't show i t . But p r i o r t o 1943, 
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there was 700,000, and then i n 1974 they p i c k i t up. 

MR. JONES: They were saving money on computer costs. 

THE WITNESS: The cum t h a t I'm showing here, I t h i n k 

I might have -- t h a t i s what the w e l l has produced e n t i r e l y . 

But when I c a l c u l a t e d the area of i n f l u e n c e , I s u b t r a c t e d the 

Burro Canyon p r o d u c t i o n . 

Q. (By Mr. W a r n e l l ) : Okay. And then f o r the 

record, when I looked a t the cross s e c t i o n , your cross s e c t i o n 

here, E x h i b i t 6, from the proposed w e l l over t o the Kaempf 

No. 1, the cross s e c t i o n shows 2658 f e e t i n d i s t a n c e . I s 

t h a t --

A. From Kaempf t o the -- yes, yes. 

Q. A l l r i g h t . 

MR. WARNELL: That's a l l I have. Thank you. 

MR. JONES: One more qu e s t i o n . 

THE WITNESS: Sure. 

MR. JONES: Did you have any i n p u t i n t o the depth 

t h i s w e l l i s going t o be d r i l l e d a f t e r you d i d these cross 

sections? 

THE WITNESS: I j u s t prepared these r i g h t away. But 

i f I have any i n f l u e n c e , I'm recommending we take her down t o 

the Jurassic t o make sure we get the whole s e c t i o n . 

MR. WARNELL: I d r i l l t o 6700. 

MR. JONES: Mr. Brooks? 

MR. BROOKS: No questions. 
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MR. JONES: Okay, Mr. Wanner. Thanks very much. 

THE WITNESS: Thank you. 

MR. KELLAHIN: Mr. Jones, the l a s t e x h i b i t i s 

E x h i b i t 10; i t ' s the c e r t i f i c a t e of m a i l i n g . This i s the 

m a i l i n g of the o r i g i n a l 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 . I t was 

sent t o 44 companies or i n d i v i d u a l s i n c l u d i n g a l l the working 

i n t e r e s t owners i n Section 19 of which only Mr. Mammel was a 

p a r t y f i l i n g an o b j e c t i o n . 

So t h i s r e l a t e s back t o the o r i g i n a l f i l i n g . As I 

t o l d you, we s e p a r a t e l y sent Mr. Mammel n o t i c e of t h i s hearing, 

and the r u l e s about f i l i n g a hearing statement t o the numbers 

t h a t he had s u p p l i e d t o you, and we got no response back. 

With the admission of E x h i b i t No. 10, we'd l i k e you 

to take t h i s case under advisement. 

MR. JONES: Okay. I guess one l e g a l question here: 

As f a r as the n o t i c e , they sent n o t i c e t o everybody f o r the 

hearing, but the n o t i c e had already been sent t o everybody f o r 

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

MR. KELLAHIN: No. The o r i g i n a l 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 was sent t o everybody. 

MR. JONES: Okay. 

MR. KELLAHIN: I t was sent t o hea r i n g based upon 

Mr. Mammel's o b j e c t i o n . And Mr. Mammel got n o t i c e of the 

hearing date. 

MR. BROOKS: Only the p r o t e s t a n t i s r e q u i r e d t o be 
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n o t i c e d of the hearing. 

MR. JONES: Okay. I thought I heard you say you 

no t i c e d everybody f o r t h i s h e a r i n g . 

MR. KELLAHIN: No, no. For the o r i g i n a l a p p l i c a t i o n . 

MR. JONES: That was my que s t i o n . Okay. We'll admit 

E x h i b i t No. 10. 

[A p p l i c a n t ' s E x h i b i t s 10 admitted i n t o evidence.] 

MR. JONES: We'll take Case 14179 under advisement'. 

I * har,by certify mat th, forego ^ 
. compile record of th .proc«o.n d - . f l 

,he Ex^iner hearing ot Case ,NO. 

heard by me on — 

Examiner 

"Oil Conservation Division 
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