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The application of Cunsite Butte Uranium Corporation
for an unorthodox gas well location in the Tapacito-
Pictured Cliffs Gas Pool in exception to Paragraph * CASE MO, 1120
(L) of the Sercial Pules and Regulations for said :

pool as set forth in Crder R=79L. Applicant, in the
above=-styled cause, seeks an order authorizing an
unorthodox location for z gas well to be drilled

by apglicant in the WW/L of Section 3, Township 25
“orth, Range 3 West, Rio Arriba County, New Mexico.
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BEFORE
Warren ¥, Fankin, Examiner

TRANSCRIPT OF HEARING

EXAVZYER MAYXIN: The hearing will come to order., We have only one

case today, Case 1120,

R, CCCLEY: Application of the Gunsite Butte Uranium Corporation for
an unorthodox gas well location in the Tapicito Pictured Cliffs Gas Pool in

exception to Paragraph L of the Special Rules and Regulations of said pool, as

set forth in Crder R=79li.

“Re YELLAHIN: Jason Kellahim, appearing in behalf of Cunsite Butte

Jranium Corporation, the avolicant, We will have one witnesc, I, Egan,
having first been duly sworn, testified as follows:
=

o IBLLAHIN: T would like to make a little statement to the effect
that this is an application that calls, as the Docket shows, for an exception

to the location and requirements named in Crder No. R=79L. At the inception of

Order R~7SL, I believe that three non-standard units were granted wells wnich had

previously been drilled, Subseguent to that date, two additicnal non~stan dard
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locations have been approved by the Commission, one of wnich is as I recall, a
direct offset to a well of Cunsite Butte Uranium Corporation and does'nt affect
the application in this case.

BY MR, XELLAEIN:

Q. %Will vou state your name please?

A. John Egan.

C. And where do wou live?

A, TFarmingtor,

Q. Vhat is your business?

As I'm a consulting Geclogist and an oll and gas producer,

C. Are you employed by the applicant in this case?

be I arm,.

C. In what capacity?

A L5 a Geologist and Eng'neer for thems

Go ’To Egan, have you ever testified before the New Mexico 0il Conservation
Commission orevious?

Ae NoOw

Qe Vould you review for the benefit of this Commission, your education,
qualifications and your experience in the oil and gas business?

L. I'm a graduate Zeologist from the niversity of Nebraska. I worked
as a Geologist and Reservoir Enginesr for the Carter 0il Company, and the Standard

of

ilew Jersey, for aporoxinately nine years. Since that time I have been a
Consultant and worked for various individuals, companies, and for myself,

EXAM

-1

_ER MAKKIMN: Have you had any particular experience in the San Juan
Rasin?

A. I came up to San Juan Basin in 1919 and drilled the first well for one
of my clients in Largo Canyon, Since that time I presume I have drilled spprox-

imately a hundred or maybe one hundred and fifty wells for various and sundry

clients, including wells for myself,
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Qe Are you familiar with the Pictured Cliffs formation when you
drilled Pictured Cliffs wells?

A, Well, I would say I am quite familiar with it, T drilled Pictured
Cliffs wells almost all over the basin, mostly on the west and south sides,

Q. Are the witness's qualifications acceptable?

EXAMINER MANKIN: They ares

Qs DMNow, Mr, Egan, are you familiar with the application in Case 1120, the
case now being heard?

A. Yes, I am familiar with it.

Q. Have you prepared the plats going with the area in question?

A, Yes,

Qs Referring to what is marked as applicant'!s Exhibit Noe 1 in Case 1120,
would you state what that shows?

A. Well, it shows all the wells we have located in four townships, 25, 26,
Range 3 and L West, Rio Arriba County, specifically the initial productions of the
wells in 25 and 26 North of 3 and L West, which concern us,

Qe How are these initial potentials shown on this Exhibit?

A, Vell, initial potential productions are shown below the well
location, and where it is a calculated potential, it has a "c* following it, and
where it does not, it means a 2-inch open flow 3-hour test.

Qs And did you prepare Exhibit No, 1 yourself?

A. T prepared this myself,

Q. Now, Mr, Egan, how is the proposed location for which we are seeking
an exception shown in that Exhibit?

As This exception is shown by a location symbol of a red circle shown
around it,

Q. And where is it, would you give the legal description?

A. In the NW/kL of Section 3, 25, and 3,

Qe And where would the orthodox location be, under the rule?
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A. The orthodox location would be in the NE/L, Section 3, 25, and 3.

Qs Now, referring to the Exhibit again, I see that there is a well
circled in green, what is that? And where is it?

A. That was a well drilled by Gunsite Butte in the NW of Section L, which
was drilled before this spacing order was issued,

Q. And that is located to the west of the Pool?

A. That is located a mile west of this subject location which we are
discussing,

Qe Mr, Egan, the application is designed to bring that proposed well
closer to the rest of the wells?

A. That is correct,

Qe And why do you want to do that?

A. Well, we feel that by moving that location another half mile east,
which is the orthodox location, will leave a gap of a mile and a half from the
Noe 1 Florance Well in the NW of Section L, we feel that that is an unreasonable
distance to have to move because those terms are not too wide and there is too
much space between the two wells for Gunsite to get a reasonable share of gase

Q. On what information do you base that?

A. 1 base that largely upon the sand thicknesses and condition of the
sands, the normal width of these sand lense or trends that extend to this
particular area,

Qe Could you describe just briefly the characteristics of the Pictured
Cliffs sands in this area? Based on your experience,

A. Well, the Pictured Cliffs Sands, as a general rule, are strand lying
sands that are more or less trend NW SE and sometimes they will be five or six
miles wide, other times they narrow down to two or three miles, It looks like in this
area, it will not be too wide,

Q. Why do you say that?

Ae. Well, because up in 26=3 you can pretty well define the SW edge of it

and you get some light wells to the NE.
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Qe Are those shown in the Exhibit?

A. Those are shown in the Exhibit, and the sand looks like, the sand
condition continues to SE to this area which we are discussing, Now, in Section
5-3, of course we have some light wells up to the North,

Qo Would you state specifically what wells those are Mr, Egan, please?

A. Well, we have a well down here in the SW of Section 15 which has

Qe Which Township and Range is it?

A. 25-3, which has extremely poor sections, Unfortunately, that well
was spoileds In fracturing it, they split the pipe, but it looks like that well
will practically be a dry holea

C. You have the loz on that well available for inspection if the
Examiner desires to see it?

As I have the logs if anyone wants to look at them,

MR. UTZ: Would you identify that well?

A. It is the Jackson No, 2 Hall,

MR, UTZ: What part of the Section?

A. TIn the &,

MR, KELLAHIN: Are there any other wells which would support your
contention on this Ir, Egan?

A. Vell, I can recite another well in Section 33, 26=3, NW production
in the N NE quarter, now that is a dual completion. The potential on the
Pictured Cliffs on that well is five hundred and two thousandsa

Qe Is that a calculative potential?

A. That is a calculative potentials Now, I can also refer to a well in
Section 1 of the SW of Section 1, R and G Drilling Company, they drilled a well
there to the Pictured Cliffs, set pipe to it, perforated, fractured, and did not
get any gas out of it. So it is entirely possible that that location may be on
there, if it has been mishandled. I do not know, the fact remains that it does

not make any gase
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Qs Mr. Egan, in your opinion would a well located on an orthodox
location be less likely to be productive than one located in the NW/L of the
Section.

A, I think it would be less likely to produce, or it would produce less
gas than one on the MW/l

Qs And would a requirement that you drill at an orthodox location rather
than at a location applied for result in denying you the right to recover your
share of the gas underlined in your acreage? Is it your opinion?

A. That is my opinion, yes, I agree to that,

Q. Do you have anything to appear to help in your testimony?

A, Well, T think that should cover it, that is the primary reason for the
application, I think it has been pretty well covered,

EXAMINER MANKIN: Do you have a structure map available Mr, Egan?

A, I do not have a structure map available, I have one but it has such
cormmon knowledge of the structure, of the Pictured Cliffs Structure - - - - - -

Qe Are you familiar with the structure in this area?

A. Yes, sir,

Qs Could you suppl& us vith more information?

As, What are the contours on the Pictured Cliffs trend southeast and
right about the point of Section L, they start to bend around and trend NE and
north again,

Q. How that is Section L, of what Township and Range?

A. Of 25-3, that is right about the bottom of the basin for the contours
that are turning and swinging around and then going north again,

Q. Mr. Egan, I believe you indicated that t he NW productions Well No, 3
~33 was a very light well just northwest of the Pope Well, is that right?

A, That is right,

Qs Was the direct offset of Southern Union's McCroyden in the SW of
Section 3, was not it a good well? Direct offset?

L. Yes, that was calculated - - - that is NW Production?
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Qs No, sire. Sowthern Union's McCroyden in the SW of Section 3.

A. 0, yes, That was L-million 280~thousand calculated.

Q. So the direct offset of this well is a pretiy good well, where a mile
or a mile and a half away, you decided that it was a very poor well, is that
correct?

A, Well, two miles east was a temporarily abandoned well‘and - - -
which well are you referring to, in the KE of 33?

Qe Yes, sir. In other words the NE of 33 is a very light well, whereas
a direct offset to this well in question today is a very good one?

A. Well, for a l-million foot well, calculated about 3-million open flows

Ge It would certainly be a very commercial venture, would it not?

A, Well, a creeper, I would says

EXAMINER MANKIN: Mr. Egan, in event gas prpration is put in in some
future date in this particular pool where there are 320 acres of temporary
spacing, would Cunsite Butte be willing to cut the allowable in half, or at least
cut the acreage in half as a result of being - - -« of desiring to c¢laim very
poor acreage that is not very good on the NE/L of Section 3?

Ao MNo, because I do not think - - - - = it will probably produce, now let
me say - - - = for instance, on the Section 32, 26-3, the location was granted to
Southern Union to drill a well in the SE/L, well I do not think that Southern
Union will agree to cut that allowable of 320-acres in two because possibly
section of the SW section might not look so goods

G. Vas'nt the reason that that well was drilled in Section 32 by Southern
Union, which was their Jicarilla D3, because tnere had been a previous well drilled
prior to the rules? Therefore, they desired a direct diagonal offsett to it?

Rather than one on the same side of the Section?
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&, tell, let me tell you something, that well will only make about
3-hundred thousand feet - - - = I dontt call that a very profitable venture.

Qe Is it not also true that in that particular area that you are
speaking of, that there is four wells around a section line, arcund a section corner?

A. There is now,

Co Of which two of the wells are CGunsite Butte and one is NW Production
and one is Sonthern Union?

As Right,

Qo You feel in that situation that if they had drilled a well in the SW/h
of Section 32 that they would have gotten a dry hole or practically a non-commercial
well?

A. I do not know, they might have gotten a producing welle

MR, UTZ: Mra Egan, which well were you speaking of when you made the
statement a moment ago that the well would only make 3~hundred thousand.

A, Well, the W the 1D on MW of Section 32-26-3,

Go Alright, agein centering our sttention around the section corner that
wvas just spoken of in Section 32 and 33, 26-3, Section L and 5 of 25«3, where we
have four wells around the section corner, which of those wells was drilled first?

A. Gunsite Eutte No, 1 Florance, on the KW of Section Li=25-3,

Q. And that was drilled, I believe as you stated, befor e the Crder 7947

A., That was,.

Qs Nowy which of the wells was drilled next?

A, The Gunsite Butte #2 in the IE of 5, 25-3,

Q. That was also drilled before 7S4L?%

A, That wasa

Q. The NW Production #1-33 of SW/L of Section 33, when was that well drilled,
do you know?

A. That was drilled this spring,

Qe Was it drilled before = - - =

A, It was drilled after - = = = =



G, After the order?

A, That is right,

Q. And is an orthodox location?

A, That is righta.

G. Now the Southern Union Jicarilla 3~D in the SE/L of Section 32, was that
completed before or after the order?

A, After the order,

Qe Now supposedly the reason they wanted an unorthodox location there is
because of the 1-D in the NW/l of Section 32% Is that correct?

A. They stated their application and their testimony that they wanted to
drain the E/2 of 32.

Qe In your opinion do you think that the fact that the Gunsite #2 of an
IP of 7-millicn and the Gunsite #1 with an IP of 10-million had anything to do with
their desire to drill in the SW/L of Section 32?7

As I do not know, but it may have influenced them to some extent,

G. The SE/L of Section 327

A. That is right,

C. Directing our attention to the /2 of Section 3 - ~ if you drilled an
orthodox location there as you have stated, you would be a mile and a half from the
nearest producing well,

A. Yes, cir,

Q. It might be - if you drilled there, you might even get a dry hole,

A. One never knowssy

Q. Chances are that you would get a smaller well then by drilling in the
Nu/L?

A, That is always the case, when you drill toward the edge of these trends,

the farther you go the lighter you get,
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EXAMINER MANKIN: Just a moment, before you continue further Mr. Egan,
we ought to clarify the way Mr., Utz asked you the question, you said
would be a mile and a half to production, I think for the well in question
would be an orthodox location, I do not believe you meant to say thate
mile and a helf from Gunsite ¥Well, but only half a mile from production,
not true?
Le well, it would be diagonal across the sections

Qs Its only really about a half mile from production but a mile and a half

from Gunsite Butte's other well?

Ao, That is right,
Qe 0.K., I am sorry, lets go ahead please,
A. Alrighte

MR. UTZ: The way the sands run in that area, is not the chances of having

more permeability and a better well better in the NW/Li of 3 than it is in the NE/L

of Section 37

A, I feel that it is betterg

Q. HWould the permeability of the sand in the N/2 of Section 3 have anything

to do with the reserves in place?

place,

A, Wwell, the permeability always has something to do with the reserves in

GCe Does the porosity?
A. Porosity and permeability, boih,

Ge Well, assuming that you had the same reserve in the N/2 of Section 3

but that in the NE/L you drilled a small well, would you be able to recover those

reserves due to a formula which had 75% deliverability than you would if you

drilled

a larger well in the NW/li of Section 37

A. I do not believe that you would recover the amount of gas in an area with

the porosity and permeability is smaller than you would in an area where there is

thicker

sands and more permeability and porosity,
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Q. In other words, if you drilled a small well in the NE/l; of Section 3
you would not be able to recover your gas as fast and at the same rate, due to
the type of deliverability formula, proration formula as the wells w:ich have
a large deliverability in Section ! and 5, is that correct?

A. I think that is true,

G. Whereas, if you drilled a well in the N/l of Section 3, you would
still be able to recover your reserves in the NE/L of that Section?

A. I think we could recover a share of the reserves of the NE corner of the
section that was drilled in the MW,

MR, UTZ: I believe that is 21l I have,

A. I might add, that these four wells, Gunsite Butte No, 1 and 2 and Pacific
NW Production and Southern Union, they will tend to drain that local area pretty
well, Now if perhaps we would move over a mile and a half from that, we may not
get our fair share of the gas in between the No. 1 Gunsite and that location,

iR. JTZ: In obher words, what you are saying is that that group of wells
has high deliverability there, could drain your Ww/l, tefore you had an opportunity to
drain it? Is that correct?

A. Well, nobody knows how far those wells will drain, but I feel that we
should be close enough to that group of wells so that we can get a share of that
gass,

EXAMIVER MANKIN: !Mr, Egan, turning again to this grouping of wells, do
you feel that the grouping of wells as you have, trying to go west, where you have
several wells in a very localized area will be very heavy drawdown in the area
and a result the nressures will drop very fasit?

A. I do not think that under the mroration corditions it will be imposed
before very long that they will take enough gas to materially affect that pool - - =

the pool pressures
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Qe You are basing that upon very light withdrawals - - - - -

A. “elly I am basing that upon the general take of the basin as a whole,
and other Pictured Cliffs areas, and I ascume that the takeout of this field will
be on the same ratio a s the other areay

Qs Are there any other questions? IMr, Cooley?

¥R, CODLEY: Mr, Egan, one of the reasons that you have stated why you
feel that the exception should be granted in this case is the fact that the Gunsite
Florance #1 which is also 2n exception, granted by the order itself- - -

A. MW, let me correct you in that - - that was'nt an exception, that was
drilled prior to this order.

My, COOIEY: It is mentioned in the order.

A. That is right, it is mentioned in the orders

Ce Your statement was that since it is a mile and a half from the standard
location, you feel that it is too far betweenthe two wells, is that correct?

A. T feel that way,

Ge Now, my question is, in that the Commission is trying to establish a
uniform spacing pattern in this area, will one exception lead to another, will
there be a ripple effect? Will the approval of this application call for another
exception?

A, Well, sir, I can not tell you, I'm just zoing to drill one well at a
time,

C. Well, in your professional opinion, would the aporoval cf this exception
call for another one on similar grounds?

A. ell, I do not anticipate it right now, but I could not state what we
rizht want to do in the future, we have some other acreage and conditions may
change,

Gs well, my colnt is that if one exception leads to another, we ccmpletely
destroy the spacing pattern established by Crder 79L, I wondered if there would be

a3 ripple effect caused by the exceptions - - -~
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A, I do not think that tnere will be a accumulated effect or ripnled
effect, all we are interested in is finding the location to drill this well on
Section 3, then after that we will look at our acreage and decide where we could
possibly drill another one, were we can get a well, if it is necessary, we can
discuss it. We do not want to break up your spacing pattern that is established
tut still Cunsite has acreage and certain drilling commitments and they want to
fulfill those, and the do not feel that they should for instance go out in dry
territory just because there is a spacing pattern establisheds

EXAMIIER M.¥KIN: Mr, Bgan, does Gunsite Butte have a lease on the L/2 of
Section 2, of 25~3?

A. They have a lease on the MW/L of Section 2, of 25-3,

Ge Who has the NE/L Section of Section 27

A. Y. TF. Florance,

Qe Does Cunsite Butte expect to, if they make a commercial well in W
Section 3, expect to drill another well in tne i of Section 2 or come in for
exception?

A. #ell, I do not know about that, because Gunsite Butte only has 160
acres, They would have to communitize another 16C acres, without - well, that is
something to be decided laters

Ge Who has the lease on the SW/L of Section 27

A. Well, I am not sure about that, = - -

FR. SILVER: &outhern Union - - =

MR. EGAN: Southern Union has it?

MR. SILVER: To the best of my knowledge, Southern Union has the S/2 of
Section 2, and 1I/2 of Section 11, the lease was purchased from Mr., Langman of
Albuquerque,

EXATINER MANKIN: Do you have another gquestion for the witness®

M, EGAN: For t he record you may put his name down there,

EXACTEER MANKIN: Yho's that?

MR, EGAN: Caswell Silver,
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MR, SILVER: And therefore, a jump of more than a half mile across the
trends of permeability in this case is an actual fact creating the nessecity of
drilling a wildcat rather than a field well?

A. Well, you might call it a wildcat, I would. When you are drilling a
well to the trend of one of these sand lenses,

Qe I would like to = = = you were asked if you would not get a better well
in the NW of 3, I believe that you replied in the affirmative - - - the Commission
made a point that this would give more drainage because of the better nermeability,
perhaps it would create a better sump in the area and therefore better drainage of
the entire area, with the well in the NW of 3 instead of NE? It is really repeating
your point, it is not necessary entirely, I just have it down, - = excuse me,
lets go on to something else, You were asked about a ripple effect, is not that
a question that was decided by the Commission when they gave Southern Union an
exception to the Rule in the SE of 327

A. T think, as I remember, there was some discussion about Southern
Union asking for more unortnodox locations, and they reserved the right to apply
for one if they felt it necessary sometime in the future, or there was some
discussion about going into - - = reconditioning some 0ld wellss

EXAMINER MANXIN: Now, before you go ahead Mr, Silver, many of your
questions are of testimony nature, if you desire to ask the questions, fine, if not,
we would like to put you on the stand if you are going to testify,

MR. SILVER: iell, either way the Commission wants to, I am just trying
to bring out the points rather - =

EXAMINER MANKIN: If they are questions, fine, if they are testimony, we
would like to have you sworn,

MR, SILVER: You testified that one of the wells of Pacific NW made
approximately half a million on potential on Pictured Cliffs, which well was
that?

MR, EGAN: Well, the NE of Section 32, 26-3,
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MR, SILVER: And if you extended the trend, would you counsider that
commercial at that depth?

MR, EGAN: DNot at Ll-hundred feet,

Qe If you extended that trend to the - that well potential, parallel to the
trend of sedimentation in the area, could you make a location of approximately
the same as that well in the north - in any part of your - - --- - =

A. Almost to the W of 3, I mean in the NE of 3,

Q. Therefore, you would virtually classify the NE of 3 as non-commercial?

A. I would not call it non-commercial, but I would say it was the lighter
production,

'R, SILVER: That is alls

EXAMINER MAMNKIN: Mr, Zgan, Mr, Silver asked you a question about the
location of the NW Productions 2-33 which was a dual well, very light well, you
indicated that it was in the NE of 32, did you not mean 337

MR, EGAN: 33, I beg your pardon.

Q. Also, Mr, Silver asked some gquestions in regards to this trend and that
the possibility of the NE/L of Section 3 might not be very productive of gas,
did you not in your previous tectimony state that the trend was shifting from
MW SE to almost North now because the basin is going up in this particular area?

A. o, I referred to the Pictured Cliffs structure, not the trend,
The trend of the sands cut right across the contour line,.

Qe That is what I warted to bring out - - - -

A, 7Yes, that has no reference, relationship to the contour lines of the

Pictured Cliffs,
Qe Therefore, in this particular area the structure and the trend are
not the same?

A. Not the same, no, definitely note
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EXAMIIER MAMKIN: Because in this particular area the trend - -~ the
structure is starting to go to the Horth - - Northeast to go to Southeasts,

MR, EGAN: That is right. And the sands cuts right across it = = the
structure lines.

C. And wells to the east of this in the Lindrith and the Gavilan area
have experienced the same difficulty? Is that correct?

MR, EGAN: What difficulty?

G. In that the trend and the structure are not related?

A, That is right, yess

MR, SILVER: Well, is it not true that the trend and the structure are not
related anywhere in the Pictured Cliffs production of the basin? Except in rare
coincidence?

MR, ECAN: Uell, they coincide all up through Kutz and all through, so
many of those pools have 1o lie rizht on the contour line,

MR, SILVER: You would not clascify the Pictured Cliffs preduction as a
structural - - ~ -

MR, BGAN: But then they will move right on up to the structure line, see?
They have no structure and apvarently no connection to accumulation - - =

EXAVINER MANKIN: What kind of trap would you say in this particular area of
the Pictured Cliffs is layed down in? What kind of - - ~ =

MR, EGAN: Depositional, stratographic, it is extremely lenticular, that is
why you get some light wells among the large wells, tnis is not what you would
call a blankets sand comparablé to the Wilcox sand or t he Woodbine sand, you
could cover a large area and you can determine some reservoir factors from it.
This is extremely difficult, because it is shale and sand and overlaps and its
just a mass of sand piled up - ~ duned sands and shale reworked, you're liable to
get anything.

Qs In tois particular area, around this applicant well, is there more

than one sand present? Cr is there just one sand present?
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A. Some places in here get a sand ur beneath the coal and then you might
get 20 = 30 foot of shaley sand or tight sand, then you might get another sand
below it, you see, Rut it all more or less represents the zone, you can pick out
the zone, but the productive sand may occur in one sand body in it or maybe two,
in many cases it is split up,

Qs In the particular area in question here in the NW or the WE/L; of Section
3 is there more than one productive zone?

A. It looks like the WW of 3, it looks like probably one zone.

EX4VIJER MANKIN: Are there any other questions of the witness?

MR. UTZ: Mr, Fgan, does'nt this think, whole problem, sum down to the
fact that there are other wells drilled in the immediate area have virtually proven
in the NW/L of Section 3 to be productive? And thereby, drilling in the NE/l,
you may be deprived to reccver these reserves?

A. I think that is true to a large extent, I think that a well in the
W of Section 3 will recover reserves for us more equitably than one in the NE of
Section 3,

¥R. UT7: That is all,

EXAYT'ER MANKIN: Are there any other questions?

MR, SIIVER: I wuld like to put on some testimonyw

EXAYIJER MANXIN: The testimony which you would want to put on is not for
the applicant but would be for yourself and your client?

MR, SILVER: %Welly, I am interested in that acreage and adjoining acreage,

EXAMINER ¥ANKIN: But I mean't, you would not be for the applicant?

MR, SILVER: w%ell, I do not oppose the applicant in any way, I aporove of
his applicationy I just want to add some additional testimony.

MR. COCLEY: You are not associated with the apoplicant?

IR, SILVER: No, T do own an interest under the land involved,
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¥R. ¥ZLLAHIY: As far as the applicant is concerned, lr, Silver owns the
interests in the area and he certainly has a right to put on testimony if he
wants 1o,

EXAMIMER MANXIN: UYe are not denying that, we are just wondering whether it
should be under the apolicant's name or under his - - - -

MR, KELLAHIN: ake him an intervenera

EXAMINER MANKIN: Just a moment, before you furnish - - - are there any other
guestions? You wish tc enter Exhibit 17

MR. KELLAHIN: Yes, we wish to offer Exhibit No, 1 in evidence,

EXAITHER MAMKIN: If there is no objection to Exhibit No, 1, the applicant
will be entered in the evidence, Is there anytning further ? Any statements?
Or any questions of the witness? 1If not the witness may be excused,

MR, XELLAHIN: T would like to make a statement at the closing, pleases

EXAFTYER WMANKIN: Yes, we will now swear lir, Silver in,

CASWELL SILVER

having first oeen duly sworn, testified as follows:

MR, COQLFY: Please state your full name for the records

"R, SILVER: Caswell Silver.

Ces iTre. Silver, nave you previously testified before the Commiscsion as
an expert witness:

L. Yesa

EX4'TWER MANKIN: Proceed,

iR, SILVER: I wish to point out to the Commission tnat there is a general
problem involved in this location that is going to affect us more and more on the
east side of tne Basin and lands immediately joining this application and otner
lands, in which I am quite a large land owner, It has been largely accepted by the
geological profession that one of the reasons for production in the Pictured Cliffs
Sands Stone is that it pinches out to the east in the basin before rising to the
surface, at least it can be definitely shown on the surface if it is not present

along the exoosures of the Lewls shale and the overlying rocks through Townships
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22, 23, 2l and part of 25 Yorth and as far South - - - the geological survey
has appointed pinchcut as far Scuth as Township 20 lorth, 1 West, just SW of
Cuba, In lire witn thls geological evidence, which has been well known for years
in the basin, as you go SE along of the Pictured Cliffs trends in the basin, they
tend to becore thinner and narrower and more eratic, that is, one right say,
individual »nroductive trends tend to finger out. While, in general, I want to
preface this by saving, in general, I approve of the principal of wider spacing -
320-acre spacing, out it apoears that there are geologic reasons why in cases of
this sort, and in future cases, the Commission should consider that 320 acres
spacing may make for rather difficult explorastion problems in an area where the
cands becomé narrower and thimer and it may be necsssary for conservation reasons
to recover the maximum amount of gas, to consider tae feasibility that in such
marginal areas, spacing be retained to 160 acres so you can get in closer to
your control, and that is all I have to say,

MR, COCIEY: ¥r,. Silver, do you feel that the present Rule h of Crder R-79L
requiring the well to be drilled in the NE/L and S/l is feasible, as a general
oolicy?

Ae. T feel that it is feasible only in such areas vhere the widih of the
Pictured Cliffs trend allows a significant number of wells to be developed across
the trend, wihers the trend becomes narrow, I think that such a fixed rule will
leave some gas in the ground because we will be unable to move into marginal
locations which might otherwlse be productive, I do not know how to sclve the
rroblenm for the Commissiony I just feel that while eratic spacing presents
oroblems to the Commission, it may eventually drain more gac allowing us to create
a sump next to rarginal drainage area., The important problem in the field is to get
sumps or drainage spots, as close to these marginal areas ag we can so we can recover
sore of the gzas, and by keaning this Rule for, why we blocked off half of our
marginal locations close to, well in some areas, close to marginal locations, It is
a nroblem of coursey; I don't just know what the solution iss

EXAVINVER MAI'KIN: Are there any other questions? #ir., Kellahinga
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YR, KELLANIN: Mr. Silver; in ycur opinion, based on the testimony which
you have given, do you feel that an exception is justified in the case now before
the Commission?

R, SILVER: Yes, I do. Very much so. I feel that going in this area and
further east, and southeast of this trend and adjoining trend, we are going to
have an awful lot of problems, the trends are very narrow, about a mile wide
and on these same sand lends, as a matter of fact, whaich I in my opinion would
be the same lznds € miles to the southeast in the Tapicito Area where San Juan
Cas Corroration, drilled their 26D Well and A. G, Eill drilled their o, 1.
I believe it was 1X Vhite %Well in Section 35, that is undoubtedly an extension
on the same trend of sedimentation, but there we have a well in Section 16 of
25-2, drilled by the San Juan Gas Corporation and also wells of 5 or 6 dry holes
in Section 33, 3L of 25-2, which show very definitely that that trend of sand
that produce there is going to be less than a mile wide, Wow, we are going to have
trouble putting locations in there., I have a feeling that somewhere between there
and the area on the testimony this morning, we are going to have to let go of
320=acre spacing, in order to develop that land, but that will be up to the
Commission to decidep from the geology where it is necessarys

EXAMI:ER ANKIN: UHow, Mre. Silver, you mentioned - of course we are speaking
of the Tapicilo Area here today, I think the area you are speaking of San Jusn Gas
Corporation is the area which has been commonly called Gavilan Area, has it not?

R, SILVER: Vell, Cavilan area is another series of lenses just north of
this narticular lense, Ve have called the 1X White in the Gavilan ares, but it
is actually separate sand lensea

FXAMD ER VEIKIN: It 1s pretty close to the Lindrith area zand south of
the Gavilan area?

MP, STLVER: That is right, it will come right up to this land, and it is
very narrov 3nd we are going to have our problems down there, just to get that gas
out of the ground, because we have water close by to the south and we have completely

no sand to north that isn't over a mile wide,
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FXANTER ANKIN: Is thers further questions of ir. Silver? If there is
no further question, ', Silver may be excused. Is tiere any statements to be made
in this case?

YR, KELLAVIN: If the Commiscion please, I don't really have a statement
of any great extent, first I would like to preface my remarks with the statement
that we did not come here with the purvose of making a direct attack upon the
nresent order of the Taricifto Pool at this time, We are asking merely for an
excention based upon the right to recover our just and equitable share of the
gas underlying the acreage held by Cunsite Butte and Uranium, During the course
of his testimony, Mr. Egan referred to ceritain drilling committments and based on
those witihout stating exactly what they are, I would request that we obtain as
prompt action as possible on this order in order that those commitiments may be
met with in the deadline provided in our ccntract, I am sure the Comnission will
cooperate in every way vossible on that, and that presents our case, and thank
you very muche

EXATYFR MANKIN: Is there anytaing further in this case? If not, we will

take the case under advisement and the hearing is adjourneds
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