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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:30 a.m.: 

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

11,134. 

MR. CARROLL: A p p l i c a t i o n of Meridian O i l , I n c . , 

f o r downhole commingling and an unorthodox c o a l gas w e l l 

l o c a t i o n , San Juan County, New Mexico. 

EXAMINER CATANACH: Are the r e appearances i n t h i s 

case? 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n of 

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 , appearing 

on behalf of the Appli c a n t . 

EXAMINER CATANACH: A d d i t i o n a l appearances? 

There being none, the witness w i l l please be 

sworn i n a t t h i s time. 

(Thereupon, the witnesses were sworn.) 

MR. KELLAHIN: Mr. Examiner, may the record 

r e f l e c t t h a t Mr. O r v i l l e Slaughter has f i l e d a f a c s i m i l e 

entrance i n t h i s case and t h a t Mr. Slaughter i s present i n 

the h earing room. Mr. Slaughter, f o r the record, i s an 

o f f s e t i n t e r e s t owner. I t h i n k he has i n t e r e s t i n the 

F r u i t l a n d over i n Section 35, and he i s present. 

As we represented i n a p r i o r case, we have 

v i s i t e d w i t h Mr. Slaughter, and i t ' s our understanding and 

b e l i e f t h a t he has no o b j e c t i o n t o the g r a n t i n g of approval 
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of t h i s A p p l i c a t i o n . 

EXAMINER CATANACH: The record s h a l l so r e f l e c t . 

Mr. Slaughter, i f d u r i n g the hearing you have any 

questions, you may ask the witness questions, i f you w i l l . 

MR. SLAUGHTER: I understand. 

MR. KELLAHIN: Mr. Examiner, we c a l l as our f i r s t 

witness Mr. Jay Close. Mr. Close i s a petroleum g e o l o g i s t 

w i t h Meridian. 

Mr. Examiner, the focus of our request i n t h i s 

matter i s the f a c t t h a t i t ' s before you f o r two items. One 

i s t h a t under Rule 3 03 of the Downhole Commingling 

Procedures, t h e r e i s a d i f f e r e n c e i n ownership between the 

two spacing u n i t s . We be l i e v e t h a t i s the only exception 

i n t h i s case. We be l i e v e we're i n compliance w i t h a l l the 

other requirements by which you could have otherwise 

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

I n a d d i t i o n , t h i s i s a c o n t i n u i n g p a r t of 

Marathon's plan t o examine o l d P i c t u r e d C l i f f wellbores and 

attempt t o u t i l i z e those wellbores f o r two purposes: one, 

t o recover remaining P i c t u r e d C l i f f coal gas pr o d u c t i o n 

t h a t might otherwise be abandoned, and t o use those 

wellbores t o access F r u i t l a n d Coal gas. 

I n t h i s p a r t i c u l a r s i t u a t i o n i n t h i s s e c t i o n , the 

a v a i l a b l e PC w e l l happens t o be i n the southeast q u a r t e r , 

and t h e r e f o r e i n u t i l i z i n g i t we are i n an o f f - p a t t e r n 
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p o s i t i o n i n the other pool. The F r u i t l a n d Coal pools would 

show t h i s q u a r t e r s e c t i o n t o be o f f - p a t t e r n . 

So those are the two items of i n t e r e s t t o us i n 

t h i s case, and Mr. Close i s the g e o l o g i s t t h a t has examined 

and i s p a r t of the team t h a t have st u d i e d t h i s case and 

prepared i t f o r your c o n s i d e r a t i o n . 

JAY CLOSE, 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon 

h i s oath, 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. Close, f o r the record would you s t a t e your 

name and occupation? 

A. Jay Close, petroleum g e o l o g i s t w i t h Meridian O i l 

i n Farmington, New Mexico. 

Q. Mr. Close, on p r i o r occasions have you q u a l i f i e d 

and t e s t i f i e d as an expert petroleum g e o l o g i s t before t h i s 

D i v i s i o n ? 

A. Yes, s i r , I have. 

Q. Describe f o r us i n a general way what i t i s t h a t 

you've done concerning t h i s case. 

A. What we've i n v e s t i g a t e d i s the o p p o r t u n i t y t o 

recomplete a v a i l a b l e P i c t u r e d C l i f f s wellbores i n the s a i d 

s e c t i o n and i d e n t i f i e d the w e l l i n the southeast q u a r t e r of 

sa i d s e c t i o n as the best o p p o r t u n i t y t o recomplete t o the 
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F r u i t l a n d Coal, t o capture reserves t h a t would otherwise be 

l o s t , should we not be able t o be allowed t o perform t h a t 

recompletion. 

Q. I s t h a t conclusion made by Meridian based i n p a r t 

upon your geologic opinions? 

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

MR. KELLAHIN: We tender Mr. Close as an expert 

petroleum g e o l o g i s t . 

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

Q. (By Mr. K e l l a h i n ) Let me have you t u r n , s i r , t o 

the e x h i b i t book. I t ' s numbered 1 through 8. I f y o u ' l l 

look behind E x h i b i t Tab Number 3, l e t ' s use t h a t l o c a t o r 

map t o o r i e n t the Examiner. 

Mr. Close, i f y o u ' l l focus your a t t e n t i o n f i r s t 

of a l l on Section 35, help us i d e n t i f y how the P i c t u r e d 

C l i f f w e l l s i n Section 3 5 are i d e n t i f i e d or coded. 

A. W i t h i n Section 35 you w i l l see f o u r P i c t u r e d 

C l i f f s sandstone wellbores. I n the very l e f t bottom of the 

l o c a t o r map you w i l l see an index i n which the P i c t u r e d 

C l i f f s w e l l symbol i s given. And using t h a t code you can 

see, then, t h e r e are fou r P i c t u r e d C l i f f s w e l l s i n t h a t 

s e c t i o n , and the Payne Number 2 i s the subject w e l l i n the 

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

Q. When you look a t Section 35, are th e r e c u r r e n t l y 

any wellbores dedicated f o r coal gas production? 
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A. No, s i r , there are not, besides the Payne 2. 

That's the w e l l we are a f t e r t o o b t a i n a spacing u n i t f o r 

t h a t 32 0-acre p o r t i o n of t h a t s e c t i o n . 

Q. Describe g e o l o g i c a l l y why you've reached the 

conclusion t h a t — S t r i k e t h a t . 

Go back and describe f o r me your concept of how 

t o develop Section 35, u t i l i z i n g the PC wellbores f o r 

accessing the coal gas. 

A. What we have done i s look through the v a r i o u s 

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

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

And we r i g h t away i d e n t i f i e d t h a t the For r e s t 

Number 4 w e l l i n the southwest quarter of Section 35 i s a 

s o - c a l l e d slimhole w e l l , and o p e r a t i o n a l l y i t i s very 

d i f f i c u l t f o r us t o recomplete t o the coal i n such a 

s i t u a t i o n . 

Therefore, we immediately i n v e s t i g a t e d the Payne 

Number 2 w e l l i n the southeast quarter of t h a t Section 35 

and discovered t h a t i t has a casing diameter of s u f f i c i e n t 

s i z e t o enable us t o get our t o o l s i n t o the w e l l b o r e , t o 

perform the recompletions t h a t we would l i k e t o do, t o 

capture F r u i t l a n d reserves. 

The Wood Number 2 w e l l , which i s the w e l l i n the 

northeast q u a r t e r of Section 35, was also i d e n t i f i e d as a 

w e l l i n which we have s u f f i c i e n t casing s i z e t o perform our 

STEVEN T. BRENNER, CCR 
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operations s a f e l y and e f f i c i e n t l y as w e l l as economically, 

recomplete t o the coal i n t h a t q uarter s e c t i o n , which i s a 

standard l o c a t i o n f o r the F r u i t l a n d c o a l , since i t i s i n 

the no r t h e a s t . 

And t h e r e f o r e w i t h t h a t w e l l being a recompletion 

candidate i n the n o r t h h a l f , then, and the Fo r r e s t 4 being 

the s l i m h o l e i n the southwest, t h a t puts us t o the Payne 

Number 2, then, i n the southeast quarter of t h a t s e c t i o n , 

meaning t h a t i s the w e l l t h a t we would l i k e t o perform the 

recompletion e f f o r t s . 

Q. The Wood w e l l number 2 i n the northeast q u a r t e r 

of t h i s s e c t i o n i s the subject of Case 11,135 t h a t the 

Examiner has j u s t taken under advisement? 

A. Yes, s i r . 

Q. A l l r i g h t . G e o l o g i c a l l y , when you're l o o k i n g f o r 

the o p p o r t u n i t y t o access the coal gas, does i t matter 

w i t h i n t h i s s e c t i o n f o r t h a t production where the wellbores 

are l o c a t e d w i t h i n the section? 

A. There's probably not t h a t much geologic v a r i a t i o n 

i n t h i s area. However, the coal thicknesses i n the Payne 

Number 2 are indeed very a t t r a c t i v e . 

And i n other words, i f I could r e f e r you t o the 

geophysical l o g behind E x h i b i t Tab Number 4, h i g h l i g h t e d 

t h e r e , above the P i c t u r e d C l i f f s sandstone i n the F r u i t l a n d 

f o r m a t i o n , you can see there i s a large cumulative net coal 

STEVEN T. BRENNER, CCR 
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t h i c k n e s s . 

And given the r e s e r v o i r pressures i n t h i s area, 

we are c o n f i d e n t t h a t there i s indeed, w i t h respect t o a 

s i g n i f i c a n t coal thickness, a s i g n i f i c a n t gas resource here 

t h a t would have otherwise not been able t o be recaptured 

through recompletion e f f o r t s . 

Q. A l l r i g h t , s i r . I f y o u ' l l t u r n now t o the 

geologic d i s p l a y behind E x h i b i t Tab Number 5 and i d e n t i f y 

t h a t f o r the record. 

A. Behind E x h i b i t 5 we are l o o k i n g a t a s t r u c t u r e 

map on the base of the basal coal i n the F r u i t l a n d 

f o r m a t i o n i n t h i s area of San Juan County, i n the San Juan 

Basin. 

Q. What's the s i g n i f i c a n c e of t h i s i n f o r m a t i o n t o 

you f o r purposes of t h i s A p p l i c a t i o n ? 

A. What we are loo k i n g a t here i s , s t r u c t u r a l l y we 

have a very g e n t l e n o r t h - t o - n o r t h e a s t d i p i n t h i s p o r t i o n 

of the San Juan Basin. And t o our knowledge, based upon 

t h i s data, t h e r e are no s i g n i f i c a n t f a u l t s or f a u l t o f f s e t s 

t h a t a f f e c t production i n t h i s area. 

I w i l l also note t h a t the Payne Number 2 w e l l 

s i g n i f i c a t i o n i s given i n your lower l e f t , i n the arrow 

p o i n t i n g up i n t o the southeast quarter of Section 35. 

Q. S i r , l e t ' s t u r n t o E x h i b i t Tab Number 6. I f 

y o u ' l l look a t the geologic d i s p l a y a f t e r t h a t t a b , 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

11 

i d e n t i f y and describe t h a t d i s p l a y . 

A. This i s a coal isopach f o r the F r u i t l a n d 

f o r m a t i o n i n the same area i t was mapped i n the previous 

e x h i b i t w i t h respect t o s t r u c t u r e . 

And what we have shown here — and again, y o u ' l l 

see the Payne Number 2 s i g n i f i e r i n your lower l e f t , the 

arrow p o i n t i n g up from t h a t i n t o the southeast q u a r t e r of 

Section 35 — what we are a f t e r here i s t o show you t h a t 

indeed the F r u i t l a n d Coal does achieve s i g n i f i c a n t 

t h i c k n e s s i n t h i s area, and t h e r e f o r e s i g n i f i c a n t gas 

resource i n place i s present i n t h i s southeast q u a r t e r of 

Section 35. 

Q. What do you achieve by u t i l i z i n g the e x i s t i n g 

P i c t u r e d C l i f f w e llbore, accessing the southeast q u a r t e r 

f o r c o a l , t h a t you can't o b t a i n i f you were t o d r i l l a new 

co a l gas w e l l a t a standard on-pattern l o c a t i o n ? 

A. Our problem there i s the economics of such a 

pl a y . When we have an e x i s t i n g wellbore t h a t i s already 

d r i l l e d and completed and producing from the P i c t u r e d 

C l i f f s , the recompletion economics t o the coal are very 

a t t r a c t i v e t o us. 

Since the P i c t u r e d C l i f f s i s marginal, we are not 

able t o d r i l l a stand-alone w e l l and go about our e f f o r t s 

i n t h a t way. 

Q. Summarize your geologic conclusions about 

STEVEN T. BRENNER, CCR 
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g r a n t i n g an exception f o r t h i s w e l l i n the o f f - p a t t e r n coal 

gas l o c a t i o n . 

A. We again t h i n k t h a t based upon the s t r u c t u r e 

maps, the thickness maps, and the geophysical l o g 

i n t e r p r e t a t i o n s i n t h i s area, t h a t there i s a s i g n i f i c a n t 

gas-in-place resource i n the F r u i t l a n d Coal i n t h i s area, 

which are very a t t r a c t i v e t o us economically from the 

reserve and production standpoint, and they are 

p a r t i c u l a r l y so i f we can perform recompletion e f f o r t s i n 

e x i s t i n g wellbores t o d r i l l a stand-alone w e l l , simply 

given our economics i s not an issue f o r us. 

So t h i s i s why, then, from the geologic 

p e r s p e c t i v e and the o p e r a t i o n a l perspective, we have 

focused our e f f o r t s on the Payne 2 w e l l i n the southeast 

q u a r t e r of said Section 35. 

MR. KELLAHIN: That concludes my examination of 

Mr. Close, Mr. Examiner. 

We would 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 3 

through 7. 

EXAMINER CATANACH: E x h i b i t s 3 through 7 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Close, i s there a geologic advantage t o 

producing the southeast quarter i n the c o a l , as opposed t o 

STEVEN T. BRENNER, CCR 
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t h e southwest quarter? 

A. There probably i s not t h a t much of a geologic 

advantage. 

However, again from the o p e r a t i o n a l p e r s p e c t i v e , 

the F o r r e s t 4 being a slimhole w e l l , i t ' s very d i f f i c u l t i f 

not mechanically impossible f o r us t o enter t h a t w e l l b o r e 

and perform our recompletion e f f o r t s . So t h a t i s the key 

reason why we have focused our e f f o r t s on the Payne 2 i n 

the southeast quarter. 

Q. Was i t your testimony t h a t the coal reserves are 

not s u f f i c i e n t t o j u s t i f y d r i l l i n g a stand-alone w e l l ? 

A. The P i c t u r e d C l i f f s . 

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

A. Yes, s i r . I f we do the recompletion e f f o r t s i n 

an e x i s t i n g wellbore, then the economics are very 

a t t r a c t i v e t o us. 

Q. Do you have any i n f o r m a t i o n as t o the o r i e n t a t i o n 

of the major p e r m e a b i l i t y system w i t h i n the c o a l i n t h i s 

section? 

A. I n t h i s area, the face c l e a t or the s o - c a l l e d 

primary p e r m e a b i l i t y system, i s t y p i c a l l y n o r t h t o 

n o r t h e a s t ; and the b u t t - c l e a t area, the secondary 

p e r m e a b i l i t y , i s t y p i c a l l y perpendicular t o t h a t , and t h a t 

would be west northwest i n t h i s area. 

Q. Given those d i r e c t i o n s , do you have an o p i n i o n as 

STEVEN T. BRENNER, CCR 
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t o whether a w e l l i n the southeast q u a r t e r w i l l e f f e c t i v e l y 

— whether two w e l l s i n the east h a l f w i l l e f f e c t i v e l y help 

t o d r a i n the west h a l f of t h a t section? 

A. I t h i n k t h a t given what we know of the r e s e r v o i r 

i n t h i s area, which i n many respects i s not t h a t much 

compared t o many other areas of the F r u i t l a n d p l a y , based 

on what we t h i n k a t t h i s p o i n t , i t w i l l d r a i n reserves i n 

the southwest — or r a t h e r the west h a l f of t h a t s e c t i o n . 

We t h i n k there's s u f f i c i e n t d e l i v e r a b i l i t y t h a t can come 

out of those coals t o adequately d r a i n those areas. 

EXAMINER CATANACH: I have nothing f u r t h e r , Mr. 

K e l l a h i n . 

Mr. Slaughter, d i d you have any questions? 

MR. SLAUGHTER: I would j u s t l i k e t o explore one 

t h i n g . 

EXAMINATION 

BY MR. SLAUGHTER: 

Q. I n your p r o f e s s i o n a l o p i n i o n , do you f e e l t h a t 

t h e e x i s t i n g sands, the e x i s t i n g F r u i t l a n d sands, i n 

co n j u n c t i o n w i t h the coal seam, there's a r e j u v e n a t i o n from 

the c o a l seam t o the sand, e x t r a c t i n g from the sand, coal 

seam r e j u v e n a t i n g i t ? Have you subscribed t o any 

r e j u v e n a t i o n between the coal seam and a pr o d u c t i v e sand? 

A. So what you're saying, s i r , i s i f we're completed 

i n the F r u i t l a n d sand, f o r the sake of argument, i s the r e a 
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recharge from the F r u i t l a n d coal i f those coals are i n 

contact w i t h t h a t sand? 

Q. Yes. 

A. I t i s poss i b l e . However, we don't have t e c h n i c a l 

data t o prove or disprove t h a t hypothesis e i t h e r way. 

Q. I'm not prepared a t t h i s time, but I have read 

s t u d i e s from the Colorado School of Mines t h a t have done 

considerable work on t h i s . They subscribe t o the 

recharging of the F r u i t l a n d sands from the coal seam 

i t s e l f . 

But I'm not pressing t h a t issue r i g h t a t t h i s 

moment; I j u s t wanted t o know your p r o f e s s i o n a l o p i n i o n . 

A. I t h i n k t h a t what they're a f t e r — I've read a 

l o t of t h e i r l i t e r a t u r e , c e r t a i n l y not a l l of i t . But over 

geologic time, the coal seams may have served as a source 

f o r gas t h a t i s now i n t h a t F r u i t l a n d sand; as opposed t o 

i n the c u r r e n t day, r e j u v e n a t i o n , there's a number of 

reasons, probably, why t h a t i s not too much of an issue. 

But again, we don't have the hard t e c h n i c a l data t o prove 

or disprove t h a t p o s s i b i l i t y . 

Q. Would you t h i n k , i n your p r o f e s s i o n a l o p i n i o n , 

t h a t since your wellbore, your casing — I would j u s t 

assume — l e t ' s say i t ' s an 8- t o 10-inch casing going down 

t o the P i c t u r e d C l i f f , and then coming uphole and 

p e r f o r a t i n g i n t o the F r u i t l a n d sand — would you t h i n k you 
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would have an u n f a i r advantage t o people t h a t have done a 

sl i m h o l e t o the F r u i t l a n d sand, versus your c a p a b i l i t y of 

e x t r a c t i n g both the Pi c t u r e d C l i f f and the F r u i t l a n d sand 

from l a r g e r compressors? 

Do you see a d i f f e r e n t i a l between the small 

operator and the larg e operator drawing the gas from the 

F r u i t l a n d sand? Do you see a d i s p a r i t y there? 

A. No, s i r , I do not. A l l — The other t h i n g I 

would say, we are t a r g e t i n g the coal q u i t e s p e c i f i c a l l y , as 

opposed t o the F r u i t l a n d sand. 

So based upon the geophysical logs t h a t we have, 

the open-hole logs as w e l l as the cased-hole logs we w i l l 

run p r i o r t o performing the f r a c t u r e - s t i m u l a t i o n e f f o r t s , 

we w i l l i d e n t i f y and be sure t h a t we are indeed p e r f o r a t i n g 

and f r a c t u r e - s t i m u l a t i n g the coals only. 

And we're j u s t l i k e any other operator: We have 

t o put compression, t y p i c a l l y i n these cases, on our w e l l s . 

And many operators t h a t are l a r g e r or smaller than Meridian 

O i l do indeed perform the same k i n d of op e r a t i o n , have 

compression on l o c a t i o n . So I don't see an u n f a i r 

advantage e i t h e r way the r e . 

Q. What would you estimate the — since now we 

recognize t h a t we can deplete these areas — For instance, 

t h e P i c t u r e d C l i f f 40 years ago was j u s t a f a n t a s t i c gas — 

We thought we'd never exhaust i t . Now we're l o o k i n g a t the 
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p o s s i b i l i t y and the r e a l i t y t h a t we are exhausting these 

f i e l d s . 

What do you t h i n k , i n your p r o f e s s i o n a l o p i n i o n , 

would be the l i f e s p a n of the F r u i t l a n d formation? Now we 

know what we've done t o the P i c t u r e d C l i f f ; now what about 

the F r u i t l a n d formation over time? Let's say the next f i v e 

t o t e n years. Do you see an exhaustion of t h a t ? 

A. I see o p p o r t u n i t i e s i n the F r u i t l a n d Coal every 

day t h a t t he i n d u s t r y has bypassed, and I t h i n k t h a t t he 

l o n g e v i t y of the play i s w e l l i n t o the next century. 

MR. SLAUGHTER: A l l r i g h t , thank you. 

EXAMINER CATANACH: Thank you, Mr. Slaughter. 

Anything f u r t h e r , Mr. Kellahin? 

MR. KELLAHIN: No, s i r . 

EXAMINER CATANACH: The witness may be excused. 

MR. KELLAHIN: Mr. Examiner, we would c a l l Mr. 

Dean P r i c e a t t h i s time. Mr. Price i s a petroleum landman. 

DAVID DEAN PRICE, 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

h i s oath, 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. P r i c e , f o r the record please s t a t e your name 

and occupation. 

A. David Dean Pr i c e , senior landman a t Meridian O i l . 
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Q. And you res i d e i n Farmington, do you, s i r ? 

A. Yes. 

Q. On p r i o r occasions, you've t e s t i f i e d before the 

D i v i s i o n and q u a l i f i e d as an expert petroleum landman? 

A. Yes. 

Q. What's been your r e s p o n s i b i l i t i e s as a landman i n 

t h i s case? 

A. We mailed out the copies of the A p p l i c a t i o n and 

n o t i c e t o o f f s e t owner/operators, and also t o a l l the 

i n t e r e s t owners w i t h i n the south h a l f and the southeast of 

Section 35, the lands i n question. 

Q. Have you made y o u r s e l f knowledgeable about not 

only the ownership w i t h i n the two spacing u n i t s but also 

the r e p o r t e d ownership w i t h i n the areas a d j o i n i n g each of 

these spacing u n i t s ? 

A. Yes, s i r . 

MR. KELLAHIN: We tender Mr. Pri c e as an expert 

witness. 

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

Q. (By Mr. Ke l l a h i n ) Mr. P r i c e , l e t ' s look a t 

E x h i b i t Tab Number 3, i f y o u ' l l t u r n t o the l o c a t o r map. 

Wi t h i n the south h a l f of 3 5 f o r the coal gas spacing u n i t , 

have you i d e n t i f i e d and provided n o t i c e s of hearing i n t h i s 

case t o a l l those i n t e r e s t owners? 

A. Yes, s i r , we have. 
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Q. And i n the spacing u n i t f o r the P i c t u r e d C l i f f , 

t he southeast quarter of 35, have you done the same thing? 

A. Yes, we have. Copies of those are presented i n 

E x h i b i t Number 2. 

Q. I s t h e r e anything on E x h i b i t Number 3 t h a t would 

g i v e us the l o c a t i o n of what you understand t o be Mr. 

Slaughter's i n t e r e s t i n t h i s area? 

A. Yes, there's — On the map, the i n t e r e s t owners 

are a l s o noted i n the dark-blue type, p r i n t . And I 

understand Mr. Slaughter's i n t e r e s t i s lo c a t e d i n Section 

34 i n an adjacent t r a c t , i n the west h a l f of Section 34. 

On the o f f s e t owner's p l a t i n E x h i b i t Number 2 — 

excuse me, i n the back — Excuse me, i n E x h i b i t Number 1, 

on the back, on the l a s t two pages, we i n d i c a t e there's — 

There are two maps which i n d i c a t e the o f f s e t owners. His 

i n t e r e s t i s so i n d i c a t e d i n Section 34, i n the n o r t h h a l f . 

Q. Did you prepare or have the e x h i b i t s prepared 

t h a t are attached as p l a t s t o the A p p l i c a t i o n shown i n 

E x h i b i t 1? 

A. Yes. 

Q. And d i d you cause n o t i f i c a t i o n of t h i s hearing t o 

be sent t o a l l those i n t e r e s t e d owners o f f s e t t i n g these 

spacing u n i t s ? 

A. Yes. 

Q. Other than communication from Mr. Slaughter, are 
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you aware of any other i n t e r e s t s displayed t o you by any of 

these i n t e r e s t owners? 

A. No. 

MR. KELLAHIN: That concludes my examination of 

Mr. P r i c e . 

We move the i n t r o d u c t i o n of E x h i b i t s 1 and 2. 

EXAMINER CATANACH: E x h i b i t s 1 and 2 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. P r i c e , the south h a l f of Section 35, you 

i n t e n d t o dedicate i n the F r u i t l a n d Coal formation? 

A. South h a l f of 35? 

Q. Right. 

A. Yes. 

Q. I s t h a t a s i n g l e lease or i s i t — 

A. I t ' s made up of three leases. We have t h r e e 

separate leasehold i n t e r e s t s , and the variance between the 

ownership i n t h i s case was o v e r r i d i n g r o y a l t y i n t e r e s t 

owners. 

Q. So are those f e d e r a l leases? 

A. Yes, they are. The f e d e r a l government i s the 

r o y a l t y owner i n a l l three leases. 

We'll f i l e communitization agreements on both the 

F r u i t l a n d Coal and Pic t u r e d C l i f f s . I f they're — Well, 
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t h e y ' r e already i n existence on the P i c t u r e d C l i f f s . 

EXAMINER CATANACH: I don't have anything 

f u r t h e r . 

Mr. Slaughter, do you have any questions of t h i s 

witness? 

MR. SLAUGHTER: No, not a t t h i s time, thank you. 

MR. KELLAHIN: Mr. Examiner, we would c a l l 

Leonard Biemer. Mr. Biemer i s a s t a f f engineer w i t h 

Meridian i n Farmington, New Mexico. 

LEONARD BIEMER. 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

h i s oath, 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. Would you please s t a t e your name and occupation? 

A. Leonard Biemer. I'm a senior s t a f f p r o d u c t i o n 

engineer w i t h Meridian O i l i n Farmington, New Mexico. 

Q. On p r i o r occasions, Mr. Biemer, have you 

t e s t i f i e d i n t h a t capacity before t h i s D i v i s i o n and 

q u a l i f i e d as an expert witness? 

A. Yes, I have. 

Q. Summarize f o r us what has been your 

r e s p o n s i b i l i t i e s concerning t h i s case. 

A. I'm i n charge of the production e x i s t i n g and the 

c o n t i n u a l development i n the o i l and gas i n t h a t area. 
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Q. Was i t your engineering conclusions t h a t l e d t o 

the f i l i n g of t h i s A p p l i c a t i o n seeking t o u t i l i z e t h i s 

e x i s t i n g PC wellbore t o downhole commingle w i t h the 

F r u i t l a n d Coal gas? 

A. Yes, i t i s . 

MR. KELLAHIN: We tender Mr. Biemer as an expert 

witness. 

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

Q. (By Mr. K e l l a h i n ) As p a r t of your s t u d i e s , d i d 

you determine the remaining P i c t u r e d C l i f f reserves 

a v a i l a b l e i n t h i s well? 

A. Yes, I d i d . I f y o u ' l l t u r n t o E x h i b i t Number 8, 

the l a s t t ab i n your pamphlet — 

Q. A l l r i g h t , s i r , and w e ' l l look t o the very l a s t 

p o r t i o n of t h a t e x h i b i t ; there's a produc t i o n p l o t ? 

A. Yes, s i r . 

Q. A l l r i g h t , l e t ' s look a t t h a t and have you 

i d e n t i f y and describe i t f o r us. 

A. On t h a t l a s t page, y o u ' l l see t o the r i g h t i s the 

e x i s t i n g p r o d u c t i o n i n a monthly basis, year by year. Off 

t o your r i g h t , y o u ' l l see a de c l i n e s t a r t i n g i n 1 of 1995. 

The reserves were determined by matching the 

r a t e - t i m e w i t h the pressure cum data, and by doing t h a t we 

came up w i t h the remaining reserves i n the P i c t u r e d C l i f f 

f ormations of 161 M squared. 
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Q. What c u r r e n t gas r a t e do you have on a d a i l y 

basis f o r t h i s w e ll? 

A. 22 MCF a day w e ' l l have. 

Q. At what p o i n t i n the pro d u c t i v e l i f e are we w i t h 

t h i s w e l l ? 

A. We're a t the economic l i m i t , as a P i c t u r e d C l i f f 

by i t s e l f . 

Q. Do you have an o p p o r t u n i t y t o prolong the 

pr o d u c t i v e l i f e of the wellbore t o recover a d d i t i o n a l 

P i c t u r e d C l i f f gas reserves t h a t may remain by commingling 

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

A. Yes, s i r , we do. 

Q. Describe f o r us how you reach t h a t conclusion. 

A. By commingling these w e l l s , w e ' l l be able t o 

produce them i n a more economic fas h i o n , thus extending the 

l i f e of the w e l l . 

Q. As p a r t of your engineering study, d i d you 

examine a l l o c a t i o n formulas p r e v i o u s l y presented by your 

company t o the D i v i s i o n by which you have commingled 

P i c t u r e d C l i f f and F r u i t l a n d Coal gas? 

A. Yes, we have. I f you t u r n back one page, th e r e 

i s t he a l l o c a t i o n formula. This formula b a s i c a l l y s t a t e s 

t h a t t he t o t a l gas produced once the w e l l i s commingled i s 

the t o t a l of the F r u i t l a n d Coal plus the P i c t u r e d C l i f f . 

I f you re-arrange t h a t formula, we're s l i p p i n g i n 
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the s o f t — The one known we have r i g h t now i s the e x i s t i n g 

P i c t u r e d C l i f f production. That's the t o t a l months. What 

the c u r r e n t PC i s w i l l give us the F r u i t l a n d Coal 

p r o d u c t i o n f o r the remaining l i f e of t h i s w e l l . 

Q. I s i t good engineering technique or p r a c t i c e t o 

u t i l i z e the e x i s t i n g known production and then t o determine 

what t h a t remaining production i s so t h a t t h a t p r o d u c t i o n 

i n excess of the e x i s t i n g can be a l l o c a t e d t o the other 

pool? 

A. Absolutely. 

Q. There's no way t o f o r e c a s t what the coal gas pool 

w i l l do a t t h i s p o i n t , i s there? 

A. No, s i r . 

Q. A l l r i g h t . I s t h i s method c o n s i s t e n t w i t h what 

you have prepared i n the other cases t h a t the Examiner took 

under advisement t h i s morning? 

A. Yes, s i r , t h i s i s e x a c t l y what we've done i n a l l 

cases. 

Q. I n f a c t , you were the engineer t h a t d i d the 

c a l c u l a t i o n s i n Case 11,133, the present case, -34, as w e l l 

as -35 and -36? 

A. Yes, s i r . 

Q. Okay. And they're a l l done i n the same method? 

A. Yes, s i r , they're a l l done i n the same manner and 

c o n s i s t e n t w i t h what we have done i n the past. 
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Q. I n your o p i n i o n , w i l l t h i s a f f o r d an o p p o r t u n i t y 

t o a l l t he i n t e r e s t owners t o have t h e i r c o r r e l a t i v e r i g h t s 

p r o t e c t e d by sharing i n t h e i r a ppropriate share of t h i s 

production? 

A. Yes, s i r . 

MR. KELLAHIN: We move the i n t r o d u c t i o n of 

E x h i b i t Number 8. 

And t h a t concludes my examination. 

EXAMINER CATANACH: E x h i b i t Number 8 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Biemer, can you e x p l a i n t o me the c u r r e n t 

completion of the Forrest Well Number 4, why i t — why t h a t 

completion precludes downhole commingling? 

A. Well, the Forrest Number 4 i s a 2 7/8 sl i m h o l e . 

O p e r a t i o n a l l y , i t ' s — i t ' s r e a l l y tough t o go i n t h e r e and 

complete and f r a c . I n f a c t , we — I t ' s not f e a s i b l e . 

I n the Payne Number 2, we have 5-1/2-inch casing. 

The 5 1/2 casing, we can go i n there and set bridge plugs 

and work through 2-7/8 or 3-1/2-inch f r a c s t r i n g s t o b e t t e r 

complete the w e l l . 

I n the 2 7/8 slimhole, i t ' s j u s t — You can't 

work i n s i d e of i t . 

Q. Have you estimated the gas reserves i n the 
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F r u i t l a n d Coal formation i n Section 35? 

A. Yes, s i r , I have. We're e s t i m a t i n g them r i g h t a t 

a BCF. 

Q. I n the whole s e c t i o n , or i s t h a t — 

A. Oh, f o r the — No, t h a t ' s f o r t h a t 320-acre 

spacing. 

Q. The south h a l f ? 

A. The south h a l f , yes, s i r . 

Q. One BCF? 

A. One BCF. A c t u a l l y i t ' s 955. 

Q. Did you say the c u r r e n t production i n the PC i n 

the s u b j e c t w e l l i s — What, d i d you say? 

A. Well, c u r r e n t l y i t ' s a t zero because i t ' s shut 

i n . But once we b r i n g i t back on l i n e , we estimate i t t o 

be r i g h t a t 22 MCF a day. That's basic- — That i s where 

i t was when i t was shut i n . 

Q. Uneconomic t o produce? 

A. I t ' s r i g h t t here a t the economic l i m i t , yes, s i r . 

Q. I s t h a t why i t ' s shut in? 

A. I'm not sure e x a c t l y why t h i s one i s shut i n , but 

— I'm not sure. 

Q. Mr. Biemer, do you have an engineering o p i n i o n as 

t o whether t h i s w e l l w i l l d r a i n the west h a l f or the 

southwest quarter of the s e c t i o n i n the F r u i t l a n d Coal? 

A. I b e l i e v e i t w i l l d r a i n the south h a l f , yes, s i r . 
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Q. Let me ask you about c u r r e n t o f f s e t development 

i n t he coal i n t h i s area. Are you f a m i l i a r w i t h t h a t ? 

A. Yes, s i r . 

Q. Do you have w e l l s d r i l l e d t o the F r u i t l a n d Coal 

i n your o f f s e t t i n g sections? 

A. C u r r e n t l y , no, there i s no producing o f f s e t s , i n 

the d i r e c t o f f s e t . 

There's some w e l l s a couple miles south. That 

would be the 1-R. And then there's some Conoco w e l l s 

s e v e r a l miles t o the northwest, the SE State Com 16. To 

the west there's the Bloom Federal 3; i t ' s a lso a couple 

miles away. And a couple miles t o the east i s the Nye 290 

and 292. 

So there's surrounding w e l l s , but they're a l l 

w i t h i n two or thr e e miles away. 

Q. I s Meridian the operator of any of the o f f s e t t i n g 

p r o r a t i o n u n i t s t o Section 35? 

A. Yes, s i r , we are the operator t o several 

s e c t i o n s . 

Q. I n your opin i o n i s — 

A. D i r e c t l y t o the n o r t h - — 

Q. Go ahead. 

A. To the northeast i s the — i s a s e c t i o n . Well, I 

don't know whether we operate. 

Q. Approving an o f f - p a t t e r n coal l o c a t i o n , do you 
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have an o p i n i o n as t o what t h a t w i l l do i n the immediate 

area as a r e s u l t of approving an o f f - p a t t e r n l o c a t i o n ? 

I s i t your opinion t h a t we might get some other 

a p p l i c a t i o n s , you might throw e v e r y t h i n g o f f i n t h i s area 

by doing an o f f - p a t t e r n l o c a t i o n ? 

A. I don't know. I know d i r e c t l y south of our w e l l , 

one m i l e south of t h e r e , i s t h a t Lloyd "B" 600, and t h a t ' s 

our w e l l . I'm not sure how much i t would throw everybody 

e l s e o f f . 

Q. I n your o p i n i o n , i s i t — What I'm asking i s , i s 

i t l i k e l y , say, i n Section 3 6 f o r t h a t operator t o come i n 

and ask f o r a southeast quarter w e l l , as opposed t o a 

southwest, simply because you have a southeast? 

A. I f you n o t i c e d i r e c t l y one m i l e south, t h a t i s 

the Lloyd "B" 600. 

Q. Uh-huh. 

A. That's the w e l l t h a t we operate t h a t we're j u s t 

now g e t t i n g on l i n e . You'd have t o ask — I don't know i f 

we own these — There i n the east h a l f of Section 1, I'm 

not sure who owns t h a t . 

Do you know, David? 

MR. PRICE: What's that ? 3 6? 

THE WITNESS: I n Section 1? 

MR. PRICE: That's not us. 

THE WITNESS: That's not us? 
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MR. PRICE: I t ' s i n the west h a l f of 36, I 

be l i e v e — 

THE WITNESS: I s t h a t us? 

EXAMINER CATANACH: Let's j u s t — Let's j u s t go 

ahead and proceed. 

Q. (By Examiner Catanach) Mr. Biemer, w i t h those 

k i n d of reserves i n the F r u i t l a n d Coal, i s i t uneconomic t o 

d r i l l a stand-alone w e l l i n the southwest quarter? 

A. I t ' s not uneconomical. I t i s very marginal t o 

d r i l l a new w e l l . 

Q. You wouldn't recommend t o management d r i l l i n g a 

w e l l i n the southwest quarter? 

A. No, s i r , I would not. 

EXAMINER CATANACH: I have no f u r t h e r questions 

of the witness. 

Mr. Slaughter, do you have any questions of t h i s 

witness? 

MR. SLAUGHTER: No, s i r , I have no o b j e c t i o n s or 

questions. 

I ' d j u s t l i k e t o r e f l e c t on the year 2020. I 

pla n t o s t i l l be l i v i n g then. I ' d l i k e f o r Meridian t o 

t u r n those w e l l s over t o me before they plug and abandon 

them. That's the only thought I have. 

MR. KELLAHIN: I f we're s t i l l a l i v e , w e ' l l give 

you a c a l l . 
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MR. SLAUGHTER: Thank you. 

MR. KELLAHIN: A cou p l e o f q u e s t i o n s f o r Mr. 

Biemer. 

FURTHER EXAMINATION 

BY MR. KELLAHIN: 

Q. To f o l l o w up on the Examiner's question, i f you 

can't u t i l i z e the Payne 2 w e l l f o r the downhole 

commingling, have you q u a n t i f i e d the remaining P i c t u r e d 

C l i f f gas reserves t h a t are a t r i s k i f you have t o abandon 

the Payne 2 wel l ? 

A. Yes, s i r , t h a t would be t h a t 161 number. 

Q. I t ' s gone? 

A. I t ' s gone, r i g h t . 

Q. Okay. When we look a t whether you're e f f e c t i v e l y 

d i s r u p t i n g the coal gas spacing by being o f f - p a t t e r n w i t h 

t h i s exception, look up i n 25 and t e l l me what you're doing 

i n Section 25. 

A. I n Section 2 5 we are on-pattern f o r the A l b r i g h t 

"A" 1, which i s i n the northeast corner, the Murphy "B" 

Number 1 i s i n the southwest corner, and those are also two 

of the w e l l s t h a t we've — seeking f o r a d m i n i s t r a t i v e 

approval. Those t h i n g s are on-pattern. 

Q. Those are cases 11,133 and 11,136 t h a t the 

Examiner has on t h i s docket? 

A. Yes, s i r . 
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Q. A l l r i g h t . I s i t your custom, p r a c t i c e and 

procedure t o always t r y t o f i n d a PC w e l l t h a t i s on-

p a t t e r n i n the coal as your f i r s t o p p o r t u n i t y t o keep on-

patt e r n ? 

A. Yes, s i r . As y o u ' l l see here, t h r e e of the f o u r 

w e l l s t h a t we have — we're hearing today, are on-pattern. 

The Payne 2 i s the only w e l l t h a t i s o f f - p a t t e r n . 

We always attempt t o be on-pattern. Due t o the 

mechanical c o n f i g u r a t i o n s of the F o r r e s t 4, i t was not 

f e a s i b l e . 

MR. KELLAHIN: Thank you, Mr. Examiner. 

THE WITNESS: I t was also more economical too. 

MR. KELLAHIN: A l l r i g h t , s i r . That's a l l the 

questions I have. 

EXAMINER CATANACH: Anything f u r t h e r ? 

MR. KELLAHIN: No, s i r . 

EXAMINER CATANACH: There being nothing f u r t h e r , 

Case 11,134 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

9:09 a.m.) 

* * * 
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