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EXAMINER STOGNER: C a l l the next case No. 

10340 . 

MR. STOVALL: A p p l i c a t i o n of Me r i d i a n O i l , 

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

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

a nonstandard o i l p r o r a t i o n u n i t , an unorthodox gas 

w e l l l o c a t i o n , and an exce p t i o n t o D i v i s i o n Order No. 

R-5459, as amended, San Juan County, New Mexico. 

EXAMINER STOGNER: I ' l l c a l l f o r 

appearances. 

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 , 

K e l l a h i n and Aubrey, appearing on be h a l f of the 

A p p l i c a n t . I have f o u r witnesses t o be sworn. 

EXAMINER STOGNER: Are t h e r e any oth e r 

appearances? 

MR. CARR: I f i t please the Examiner, my 

name i s W i l l i a m F. Carr w i t h the law f i r m Campbell & 

Black, P.A., of Santa Fe. I re p r e s e n t Amoco 

Pro d u c t i o n Company. 

I do not i n t e n d t o c a l l a w i t n e s s . Mr. 

B i l l Hawkins w i l l have a statement a t the co n c l u s i o n 

of Meridian's p r e s e n t a t i o n . 

EXAMINER STOGNER: Are t h e r e any other 

appearances? W i l l the witnesses please stand t o be 
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sworn. 

[ T h e r e u p o n , t h e w i t n e s s e s were sworn.] 

EXAMINER STOGNER: Mr. K e l l a h i n ? 

MR. KELLAHIN: Thank you, Mr. Examiner. I 

woul d l i k e t o c a l l Mr. Greg J e n n i n g s as our f i r s t 

w i t n e s s . Mr. J e n n i n g s i s a p e t r o l e u m g e o l o g i s t . 

GREGORY L. JENNINGS 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

upon h i s o a t h , was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. J e n n i n g s , would you p l e a s e s t a t e y o u r 

name and o c c u p a t i o n ? 

A. My name i s Gregory L o u i s J e n n i n g s . I'm a 

s e n i o r g e o l o g i s t f o r M e r i d i a n O i l , l o c a t e d i n 

F a r m i n g t o n , New Mexico. 

Q. Mr. J e n n i n g s , on p r i o r o c c a s i o n s have you 

t e s t i f i e d b e f o r e t h e D i v i s i o n ? 

A. Yes, I have. 

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

Commission as a p e t r o l e u m g e o l o g i s t when we d i s c u s s e d 

two o t h e r h o r i z o n t a l w e l l s i n t h e b a s i n , d i d you not? 

A. Yes, I d i d . 

Q. And t h a t was t h e H o w e l l and t h e R i d d l e 

w e l l s ? 

HUNNICUTT REPORTING 
(505) 982-9770 



6 

A. C o r r e c t . 

Q. P u r s u a n t t o y o u r employment as a g e o l o g i s t , 

have you made a g e o l o g i c s t u d y w i t h r e g a r d s t o t h i s 

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

A. Yes. 

Q. Based upon t h a t s t u d y , have you re a c h e d 

c e r t a i n g e o l o g i c c o n c l u s i o n s ? 

A. Yes. 

MR. KELLAHIN: We t e n d e r Mr. J e n n i n g s as an 

e x p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER STOGNER: Mr. J e n n i n g s i s so 

q u a l i f i e d . 

Q. Mr. J e n n i n g s , b e f o r e we go t o each o f your 

d i s p l a y s , perhaps we c o u l d t a k e one o f t h e o r i e n t a t i o n 

maps and t a l k i n g e n e r a l t e r m s about y o u r p r o j e c t . 

To do t h a t , l e t ' s go t o E x h i b i t Tab No. 2, 

and t h e r e ' s an area l o c a t o r map. D e s c r i b e f o r t h e 

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

p r o j e c t and what, i n yo u r mind, M e r i d i a n i s a t t e m p t i n g 

t o a c c o m p l i s h w i t h t h i s t y p e o f a c t i v i t y . 

A. W e l l , i f you l o o k a t t h e l o c a t o r map, 

y o u ' l l see t h a t t h e p r o j e c t w e l l , t h e H o w e l l L #5 i s 

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

34 o f 30 N o r t h , 8 West. E s s e n t i a l l y , what we're 

t r y i n g t o do i s e s t a b l i s h o r e x t e n d t h e p r o d u c t i o n 
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from t h e Chacra i n t e r v a l of the Navajo C i t y Pool. 

The c u r r e n t p r o d u c t i o n i s from one w e l l , 

the L i v e l y #7 Y, as completed i n the mid-70s i n the 

Navajo City-Chacra i n t e r v a l . That w e l l , t h a t zone, i s 

e s s e n t i a l l y producing from f r a c t u r e d p o r o s i t y and 

p e r m e a b i l i t y . We're t r y i n g t o extend t h a t pool i n t o 

our 320-acre t r a c t . 

The problem i s , as w i t h most f r a c t u r e d 

r e s e r v o i r s , t h a t the p r o b a b i l i t y of success i n a 

v e r t i c a l w e l l i s very low, and we f e e l t h a t t h e only 

way we have an economic shot a t p r o d u c t i o n i s t o d r i l l 

h o r i z o n t a l l y i n the zone. 

Q. Let's get more s i t e - s p e c i f i c w i t h the 

i n f o r m a t i o n t o be f u r n i s h e d the Examiner, and l e t me 

ask you, s i r , t o t u r n t o E x h i b i t Tab 4. I f y o u ' l l go 

past t h e v e r t i c a l p r o f i l e d i s p l a y and look a t the next 

d i s p l a y , i t ' s the pl a n view. You a l s o have a l a r g e 

copy of t h a t on the w a l l t o the r i g h t of the Hearing 

Examiner. 

Let's g i v e him some of the basic 

i n f o r m a t i o n about t h i s p a r t i c u l a r prospect and i t s 

r e l a t i o n s h i p t o the L i v e l y w e l l . Let's s t a r t , f i r s t 

of a l l , i n l o o k i n g a t the a d j o i n i n g s e c t i o n t o the 

east of the s u b j e c t s e c t i o n , and spot f o r us the 

L i v e l y Chacra producer. 
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A. You c o u l d p r o b a b l y see i t q u i t e w e l l f r o m 

y o u r s e a t , b u t t h e L i v e l y #7 Y i s l o c a t e d i n t h e 

n o r t h w e s t o f 35, 30 N o r t h , 8 West. I t ' s h i g h l i g h t e d 

i n g r e e n , and i t ' s e s s e n t i a l l y t w i n n e d by a Mesaverde 

p r o d u c e r , t h e H o w e l l L #3A. 

Q. W h i l e y o u ' r e a t i t , Mr. J e n n i n g s , i d e n t i f y 

f o r us i n S e c t i o n 35 t h e o t h e r Mesaverde w e l l s i n t h a t 

s e c t i o n . 

A. There a r e t h r e e o t h e r Mesaverde w e l l s i n 

a d d i t i o n t o t h e H o w e l l L #3A. E s s e n t i a l l y , t h e 

s e c t i o n i s f u l l y d e v e l o p e d . There's t h e 3 and t h e 3A 

i n t h e west h a l f , and t h e 39 and t h e 39A i n t h e e a s t 

h a l f . Our s u b j e c t e a s t h a l f o f S e c t i o n 34 i s our 

t a r g e t . I t ' s l o c a t e d about h a l f a m i l e west o f t h e 

L i v e l y #7 Y. 

Q. When we l o o k a t t h e Navajo C i t y - C h a c r a 

P o o l , what i s yo u r r e c o l l e c t i o n a b o u t t h e acreage 

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

L i v e l y #7 Y w e l l ? 

A. W e l l , t h e L i v e l y #7 Y i s p r o d u c i n g f r o m t h e 

Navajo C i t y - C h a c r a i n t e r v a l , w h i c h has been deemed a 

s e p a r a t e r e s e r v o i r and n o t i n c o m m u n i c a t i o n w i t h t h e 

Mesaverde, and has been removed f r o m t h e Mesaverde 

p o o l . 

Q. What ac r e a g e , t h e n , i s d e d i c a t e d t o t h a t 
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well for spacing unit purposes? 

A. I believe i t ' s 160 acres in the northwest 

quarter. 

Q. When we look over into the east h a l f of 

Section 34, into your proposed spacing unit, you're 

requesting the opportunity to put two 160-acre spacing 

u n i t s together as a s i n g l e , nonstandard proration 

unit? 

A. Correct. 

Q. What's the basis for that request? 

A. Well e s s e n t i a l l y there are two main 

obj e c t i v e s in d r i l l i n g a horizontal w e l l , and one i s 

to in t e r c e p t the f r a c t u r e s at the proper ori e n t a t i o n , 

and the other i s to have some degree of l a t e r a l extent 

to your horizontal wellbore. 

You r e a l l y need the f u l l use of the 

320-acre t r a c t to have any l a t e r a l extent, s i g n i f i c a n t 

l a t e r a l extent in your horizontal wellbore. 

Q. In terms of a d r i l l i n g window within the 

Chacra formation, what do you propose to the Examiner 

in terms of a s i t e boundary setback to the east half 

of Section 34? 

A. We're j u s t proposing to s t i c k with the 

standard 790 setbacks, e s s e n t i a l l y create a window 790 

feet from the boundaries of the east half of Section 
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34 . 

Q. Those s t a n d a r d s e t b a c k s w o u l d be a p p l i c a b l e 

t o t h e Mesaverde r u l e s , w ould t h e y n o t , f o r a t y p i c a l 

320-spaced u n i t f o r t h a t r e s e r v o i r ? 

A. C o r r e c t . 

Q. And t h a t s e t b a c k w o u l d be more r e s t r i c t i v e 

o r c o n s e r v a t i v e t h a n t h e s e t b a c k s under t h e Chacra 160 

r u l e s w h i c h w o u l d be a 660 s e t b a c k ? 

A. C o r r e c t . 

Q. A l l r i g h t . D e s c r i b e f o r us t h e o t h e r w e l l s 

t h a t y o u ' r e g o i n g t o have i n S e c t i o n 34 t h a t a r e t h e 

t y p i c a l Mesaverde p o o l c o m p l e t i o n s . Where a r e t h e y 

and how a r e t h e y i d e n t i f i e d ? 

A. M e r i d i a n o r i g i n a l l y had t h e s t a n d a r d two 

w e l l s i n t h e e a s t h a l f o f 34, t h e o l d #4 i n t h e 

n o r t h e a s t q u a r t e r w h i c h was an o l d open-hole 

c o m p l e t i o n d r i l l e d i n t h e 50s. 

The i n f i l l w e l l , t h e #4A i n t h e s o u t h e a s t 

q u a r t e r , and t h e n , about a y e a r and a h a l f ago, 

M e r i d i a n d r i l l e d t h e #4R, a r e d r i l l f o r t h e #4 w h i c h 

was i n bad m e c h a n i c a l shape and n o t deemed t o have a 

v e r y good chance o f u l t i m a t e l y r e c o v e r i n g t h e r e s e r v e s 

f r o m t h e Mesaverde i n t h a t 160-acre t r a c t . 

Q. What do you a t t e m p t t o a c h i e v e as a 

g e o l o g i s t w i t h t h e h o r i z o n t a l w e l l t h a t you have n o t 
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been a b l e t o a c h i e v e w i t h t h e v e r t i c a l w e l l s t h a t have 

been d r i l l e d i n t h i s s e c t i o n ? 

A. E s s e n t i a l l y , we're t r y i n g t o g e t a w e l l b o r e 

t o i n t e r c e p t t h e f r a c t u r e s t h a t we b e l i e v e e x i s t i n 

t h e Chacra i n t e r v a l i n our 320. I guess we j u s t 

w e r e n ' t as l u c k y as L i v e l y , and our t h r e e w e l l s d i d 

n o t p e n e t r a t e a f r a c t u r e d l o c a t i o n i n t h e Chacra. 

A l l t h r e e w e l l s t h a t p e n e t r a t e d t h e 

Mesaverde i n our 320-acre t r a c t a r e n o n p r o d u c t i v e , n o t 

c a p a b l e o f p r o d u c t i o n i n t h e Chacra i n t e r v a l . We 

f e e l , however, t h a t t h e r e ' s a good chance t h a t t h e 

f r a c t u r e s t h a t t h e L i v e l y p r o d uces f r o m e x t e n d i n t o 

our 320. Very p o s s i b l y we've even been d r a i n e d by 

t h a t L i v e l y w e l l t o t h i s p o i n t , b u t we're s i m p l y 

s e e k i n g , i f t h o s e f r a c t u r e s do e x t e n d i n t o our 320, 

we're s e e k i n g t o produce f r o m them. 

Q. L e t ' s go t o y o u r c r o s s - s e c t i o n now, Mr. 

J e n n i n g s , w h i c h i s on t h e o p p o s i t e w a l l . 

MR. KELLAHIN: That s h o u l d be i n t h e 

e x h i b i t book as E x h i b i t No. 3, Mr. Examiner. 

Q. B e f o r e you d e s c r i b e i n d e t a i l y o u r 

c o n c l u s i o n s about c r o s s - s e c t i o n E x h i b i t No. 3, l e t ' s 

go f i r s t t o t h e t y p e l o g w h i c h , I t h i n k , i s g o i n g t o 

be b e h i n d t h e l o c a t o r map, w h i c h i s t h e f i r s t page 

a f t e r E x h i b i t No. 2. L e t ' s s t a r t w i t h t h e t y p e l o g 
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f i r s t . I d e n t i f y t h a t f o r us. 

A. What I have on the w a l l i s a blow-up of the 

type log t h a t ' s i n your e x h i b i t book. I n f a c t , I've 

even added the P i c t u r e d C l i f f s and F r u i t l a n d 

formations so you can get a p e r s p e c t i v e of where t h i s 

Chacra zone s i t s r e l a t i v e to the u n d e r l y i n g and 

o v e r l y i n g formations. 

The Navajo C i t y - C h a c r a i s l o c a t e d - - l e t me 

back up. T h i s log i s a c t u a l l y a composite log from 

S e c t i o n s 34 and 35 i n the Navajo C i t y a r e a . Most of 

the log from about 3,150 down i s from the L i v e l y w e l l , 

and then I ' v e added a s e c t i o n from the a d j a c e n t w e l l 

i n S e c t i o n 34, t h a t log t h a t had an i n d u c t i o n log over 

the P i c t u r e d C l i f f s and the F r u i t l a n d . 

The Navajo C i t y - C h a c r a i n t e r v a l i s a t about 

3,700 f e e t , immediately below the H u e r f a n i t o 

B e n t o n i t e . I t ' s approximately 600 f e e t below the base 

of the P i c t u r e d C l i f f s formation, and about a thousand 

f e e t above the Massive C l i f f House formation, which i s 

the f i r s t main producing i n t e r v a l i n the Mesaverde. 

Q. When we look a t the pool r u l e s f o r the 

Blanco-Mesaverde, i n t h i s p a r t i c u l a r a r e a where would 

be the top of the Mesaverde pool on t h i s type log? 

A. The H u e r f a n i t o B e n t o n i t e i s i n t h i s a r e a , 

i s e s s e n t i a l l y the top of the Mesaverde. T h i s w e l l i s 
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l o c a t e d north of the Chacra l i n e and north of the 

Chacra l i n e the d e f i n i t i o n of the Mesaverde i s from 

the top of the H u e r f a n i t o B e n t o n i t e to a p o i n t 500 

f e e t below the top of the P o i n t Lookout formation. 

Q. I n t h i s immediate v i c i n i t y , w i t h the 

e x c e p t i o n of the L i v e l y #7 Y w e l l , are t h e r e any other 

w e l l s i n the immediate v i c i n i t y t h a t produce from the 

Navajo C i t y - C h a c r a zone? 

A. No. I n f a c t , we have d i r e c t measurements 

i n our s e c t i o n t h a t shows i t ' s not capable of 

p r o d u c t i o n . When we get i n t o the c r o s s - s e c t i o n I ' l l 

g i v e you some d e t a i l s . There's even a w e l l i n S e c t i o n 

35 where someone—Tenneco attempted to o f f s e t the 

Navajo C i t y - C h a c r a production, and they f a i l e d . They 

p e r f o r a t e d and f r a c ' d the zone and had to squeeze i t . 

T h i s i s the only producer i n t h i s zone, i n t h i s a r e a . 

Q. Within t h i s a r e a , when we look a t the 

Mesaverde production, i s i t c o n f i n e d to the Massive 

C l i f f House member of the pool? 

A. No, the production e s s e n t i a l l y s t a r t s i n 

the C l i f f House formation and c o n t i n u e s on down 

through the Menefee and the P o i n t Lookout. I ' v e j u s t 

chosen to show the top of the Mesaverde, to g i v e you 

some r e f e r e n c e . 

Q. What's the v e r t i c a l d i s t a n c e between the 
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base of the Navajo C i t y pool and the top producing 

i n t e r v a l i n the C l i f f House member of the Mesaverde? 

A. Well, the base of the Navajo C i t y formation 

to the top of the Massive C l i f f House i s approximately 

900 f e e t . 

Q. That 900 f e e t c o n s i s t s of what? 

A. L e t me j u s t back up one s t e p . The Chacra 

zone i t s e l f i s i n t h i s a r e a , and i n f a c t i n the main 

Chacra t r e n d to the southwest, i s i n t e r p r e t e d to have 

been d e p o s i t e d i n an o f f s h o r e s h e l f environment, 

e s s e n t i a l l y by storm a c t i o n . The l i t h o l o g y c o n s i s t s 

of very f i n e - g r a i n e d s i l t stones and s h a l e s 

interbedded, a very low p o r o s i t y i n the neighborhood 

of two to four p e r c e n t i n t h i s a r e a , and very low 

p e r m e a b i l i t y . E s s e n t i a l l y i t has no r e s e r v o i r 

c h a r a c t e r i s t i c s . The production i s from, i n t h i s 

w e l l , i s from n a t u r a l f r a c t u r i n g . 

The l i t h o l o g y s e p a r a t i n g the Chacra from 

the Mesaverde, the 900 to 1,000 f e e t , i s e s s e n t i a l l y 

t i g h t s h a l e d e p o s i t e d i n an o f f s h o r e marine 

environment, w i t h an o c c a s i o n a l sand or s i l t 

s t r i n g e r . B a s i c a l l y no r e s e r v o i r c h a r a c t e r i s t i c s 

whatsoever. 

Q. G e o l o g i c a l l y , do you see any f a u l t i n g or 

other means by which the Navajo C i t y - C h a c r a i s going 
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t o be i n co m m u n i c a t i o n o r c o n n e c t i o n w i t h t h e 

p r o d u c i n g zones i n t h e Mesaverde i n t h i s v i c i n i t y ? 

A. No, I d o n ' t . I n f a c t , we have r e a l l y , t o a 

l a r g e e x t e n t as a r e s u l t o f our h o r i z o n t a l d r i l l i n g , 

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

as w e l l as o t h e r s , and f r o m c o r e s and f r a c t u r e 

i d e n t i f i c a t i o n l o g s , t h e average h e i g h t o f a v e r t i c a l 

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

n e i g h b o r h o o d f r o m a few i n c h e s t o perhaps a maximum o f 

10 f e e t . I t ' s i n c o n c e i v a b l e i n my mind t h a t you c o u l d 

have n a t u r a l f r a c t u r i n g , a n a t u r a l f r a c t u r e t o cov e r a 

t h o u s a n d - f o o t i n t e r v a l and c o n n e c t t h e s e two h o r i z o n s . 

Q. L e t ' s t u r n now t o t h e c r o s s - s e c t i o n , w h i c h 

i s b e h i n d E x h i b i t Tab No. 3, and have you i d e n t i f y and 

d e s c r i b e t h a t d i s p l a y f o r us, Mr. J e n n i n g s . 

A. T h i s c r o s s - s e c t i o n r e a l l y w i l l show most of 

t h e g e o l o g i c i s s u e s t h a t I wo u l d l i k e t o t a l k a b o u t . 

I t ' s e s s e n t i a l l y a s i x - w e l l c r o s s - s e c t i o n w h i c h r u n s 

t h r o u g h our e a s t h a l f o f S e c t i o n 34, t h r o u g h a l l t h r e e 

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

t o t h e L i v e l y #7 Y w e l l , t h e p r o d u c i n g w e l l i n t h e 

Chacra f o r m a t i o n , and t o t h e immediate t w i n w h i c h i s 

p r o d u c i n g f r o m t h e Mesaverde f o r m a t i o n below, and t h e n 

o v e r t o t h e Tenneco F l o r e n c e #39A, where t h e y 

a t t e m p t e d t o e x t e n d t h e Navajo C i t y - C h a c r a p o o l and 
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f a i l e d . 

B a s i c a l l y , t h i s c r o s s - s e c t i o n shows a few 

major p o i n t s . One i s the c o n t i n u i t y of the 

r e s e r v o i r . T h i s zone i s e s s e n t i a l l y i d e n t i c a l i n our 

320-acre t r a c t w ith the L i v e l y #7 Y w e l l over to the 

F l o r e n c e #39A, and i n f a c t i n t h i s a r e a i t e s s e n t i a l l y 

i s a very continuous formation, low p o r o s i t y , low 

p e r m e a b i l i t y . 

I have i n c l u d e d a p o r o s i t y log i n our 

Howell L #4R j u s t to show you the p o r o s i t y . 

E s s e n t i a l l y , t h i s i s on a 0 to 10 pe r c e n t s c a l e , with 

a d e n s i t y p o r o s i t y i n the Chacra i n t e r v a l ranges from 

2 to 4 pe r c e n t maximum, and i s q u i t e s h a l e y , i f you 

look a t the gamma ray, j u s t c o n f i r m i n g the l a c k of 

j u s t n a t u r a l r e s e r v o i r c h a r a c t e r i s t i c s . 

I n a d d i t i o n , t h i s c r o s s - s e c t i o n i s intended 

to show where the t y p i c a l p e r f o r a t i o n s are i n the 

Mesaverde, and as you can see, with the e x c e p t i o n of 

an o c c a s i o n a l l i t t l e sand zone above the Massive C l i f f 

House, the main producing i n t e r v a l i s i n the 

neighborhood of 900 to 1,000 f e e t below the Navajo 

C i t y - C h a c r a . 

I f you look a t the L i v e l y #7 Y, you can 

probably see the p e r f o r a t e d i n t e r v a l . J u s t r e a l 

b r i e f l y , the h i s t o r y on the L i v e l y #7 Y, i t was a 
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planned Dakota w e l l . They d r i l l e d through the Navajo 

C i t y - C h a c r a i n t e r v a l and had a n a t u r a l gauge of 5.5 

m i l l i o n a day from n a t u r a l f r a c t u r i n g . 

They continued on down, d r i l l e d to the 

Dakota, ran a l i n e r , cemented i t a l l the way back 

above the Chacra, completed i n the Dakota, came back 

i n probably a year l a t e r , a s h o r t time l a t e r , and 

p e r f o r a t e d and f r a c ' d the Navajo C i t y - C h a c r a i n t e r v a l 

and were ab l e to b r i n g i t back to an i n i t i a l r a t e of a 

l i t t l e over t h r e e m i l l i o n a day, and have been 

producing from t h a t zone s i n c e then. 

Proof t h a t j u s t how l u c k y they were and how 

hard i t i s to get t h i s zone, immediately a d j a c e n t to 

t h e i r w e l l , about 300 f e e t away, i s the Howell L #3A 

which was d r i l l e d a couple y e a r s a f t e r the L i v e l y #7 

Y, and they encountered nothing i n the Navajo 

C i t y - C h a c r a . 

Our Howell L #4R i n the n o r t h e a s t q u a r t e r , 

we took a gauge a f t e r we d r i l l e d through the i n t e r v a l 

w i th gas, and we had e s s e n t i a l l y no gas or too s m a l l 

to measure. 

And then the Tenneco F l o r e n c e #39A, i n the 

s o u t h e a s t of S e c t i o n 35, a c t u a l l y they had a planned 

attempt to complete i n t h i s zone to t r y to extend the 

e x c e l l e n t p r o d u c t i o n from the L i v e l y #7 Y, so they 
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d r i l l e d to the Mesaverde, ran a l i n e or cemented i t up 

over the Chacra i n t e r v a l , and p e r f o r a t e d and f r a c ' d 

w i t h 30,000 g a l l o n s of emulsion a t 50,000 pounds of 

sand, and got nothing from the Chacra. Squeezed i t 

and went on down and produced the Mesaverde i n t e r v a l 

below; j u s t proof t h a t i f you're not f o r t u n a t e enough 

to encounter the f r a c t u r e s , your chances of f r a c ' i n g 

i n t o i t are s l i m to none. 

Q. When you examine the geology a v a i l a b l e to 

you i n t h i s a r e a , do you see any o r i e n t a t i o n to give 

you an oppor t u n i t y to maximize the chance of 

encountering t h e s e f r a c t u r e s ? I s t h e r e any 

o r i e n t a t i o n t h a t you can f i n d ? 

A. Yes. We're p r e t t y f o r t u n a t e t h a t i n t h i s 

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

T h i s i s based on a v a r i e t y of data. A couple of the 

so u r c e s are s u r f a c e f r a c t u r e p a t t e r n s . These f r a c t u r e 

o r i e n t a t i o n logs t h a t I mentioned t h a t we've run and 

other companies have run, showing n o r t h e a s t e r l y 

o r i e n t a t i o n s , and t h a t , e s s e n t i a l l y , i s the b a s i s f o r 

our planned azimuth on our w e l l b o r e . We p l a n to d r i l l 

i n a s o u t h e a s t e r l y d i r e c t i o n to get maximum 

i n t e r c e p t i o n of t h a t i n t e r p r e t e d f r a c t u r e d i r e c t i o n . 

Q. The pl a n , then, i s to s t a y c o n f i n e d to the 

Navajo C i t y - C h a c r a Pool l i m i t s w i t h the e n t i r e l a t e r a l 
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s e c t i o n of the w e l l b o r e ? 

A. C o r r e c t . 

Q. Within t h i s d r i l l i n g window? 

A. Yes. S h a l l we — 

Q. Sure. L e t ' s take a quick look a t the 

v e r t i c a l s e c t i o n or the v e r t i c a l p r o f i l e , and 

summarize f o r us what we're t r y i n g to a c h i e v e w i t h the 

l a t e r a l p o r t i o n of the w e l l ? 

A. The d r i l l i n g engineer, John C l a y t o n , w i l l 

g i v e you some more d e t a i l s on the p a r t i c u l a r a s p e c t s 

of the d r i l l i n g , but i n a n u t s h e l l , from my 

p e r s p e c t i v e , what we're pl a n n i n g on doing i s d r i l l i n g 

a h o r i z o n t a l w e l l i n t h i s Navajo C i t y - C h a c r a i n t e r v a l , 

which i s i n the neighborhood of 6 0 - f e e t t h i c k . 

L i k e I s a i d , we b e l i e v e the f r a c t u r e 

d i r e c t i o n i s approximately n o r t h e a s t . We p l a n to 

d r i l l from northwest to s o u t h e a s t , which should 

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

o r i e n t a t i o n . However, to ensure t h a t we have the 

proper azimuth, what we p l a n to do i s d r i l l down, with 

mud, to a c e r t a i n p o i n t , and run a f r a c t u r e 

o r i e n t a t i o n log and g e t — m o r e or l e s s f i n e - t u n e the 

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

From t h a t p o i n t , continue on with d r i l l i n g 

and perhaps f i n e - t u n e our azimuth of our w e l l b o r e to 
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b e t t e r i n t e r c e p t t h e a z i m u t h t h a t we see on t h i s 

f r a c t u r e o r i e n t a t i o n l o g . T h a t ' s why what we've shown 

you on our p l a n v i e w i s a p l a n n e d window f o r t h e 

w e l l b o r e , n o t an a c t u a l p a t h . We b e l i e v e t h a t t h e 

f r a c t u r e s a r e a p p r o x i m a t e l y n o r t h e a s t , and our p l a n n e d 

w e l l p a t h r i g h t now i s s o u t h 45 degrees e a s t . That 

w i l l g i v e us t h e 1 , 6 0 0 - f o o t l a t e r a l s e c t i o n i n t h e 

Navajo C i t y - C h a c r a . We may a d j u s t t h a t , o f c o u r s e , i f 

t h e f r a c t u r e o r i e n t a t i o n s come i n any d i f f e r e n t t h a n 

my c u r r e n t i n t e r p r e t a t i o n . 

MR. KELLAHIN: Thank you. Why d o n ' t you 

have a s e a t . 

That c o n c l u d e s , Mr. Examiner, my 

e x a m i n a t i o n o f Mr. J e n n i n g s . We wou l d move t h e 

i n t r o d u c t i o n a t t h i s t i m e o f E x h i b i t s 2, 3 and 4. 

EXAMINER STOGNER: E x h i b i t s 2, 3 and 4 w i l l 

be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . I'm g o i n g t o 

r e s e r v e my q u e s t i o n s o f t h i s w i t n e s s a t t h i s t i m e , and 

see what e l s e you've g o t t o o f f e r . 

Any q u e s t i o n s o f t h i s w i t n e s s ? 

MR. KELLAHIN: I wou l d l i k e t o c a l l Mr. 

E r i c Bauer. Mr. Bauer i s a r e s e r v o i r e n g i n e e r . 

ERIC R. BAUER 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

upon h i s o a t h , was examined and t e s t i f i e d as f o l l o w s : 
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EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Bauer, f o r the r e c o r d , would you p l e a s e 

s t a t e your name and occupation? 

A. E r i c Bauer. I'm a r e s e r v o i r engineer f o r 

Meridian O i l . 

Q. Mr. Bauer, on p r i o r o c c a s i o n s , have you 

t e s t i f i e d as a r e s e r v o i r engineer before the D i v i s i o n ? 

A. Yes, I have. 

Q. Pursuant to your employment as a r e s e r v o i r 

e ngineer, have you made a study of some of the 

e n g i n e e r i n g a s p e c t s of t h i s p a r t i c u l a r r e q u e s t of your 

company f o r a h o r i z o n t a l w e l l i n the Chacra Pool? 

A. Yes, I have. 

MR. KELLAHIN: We would tender Mr. Bauer as 

an e x p e r t r e s e r v o i r engineer. 

EXAMINER STOGNER: Mr. Bauer i s so 

q u a l i f i e d . 

Q. Mr. Bauer, l e t me ask you to t u r n i n the 

e x h i b i t book to the i n f o r m a t i o n c o n t a i n e d behind 

E x h i b i t Tab No. 5. 

A. Yes. 

Q. Have you r e s e a r c h e d , a n a l y z e d and reviewed 

the a v a i l a b l e p r o d u c t i o n and p r e s s u r e i n f o r m a t i o n from 

the L i v e l y #7 Y Chacra producer i n the a d j o i n i n g 

HUNNICUTT REPORTING 
(505) 982-9770 



22 

s e c t i o n to your S e c t i o n 34? 

A. Yes, I have. 

Q. Have you compared the performance of t h a t 

w e l l i n terms of i t s p r e s s u r e and production to the 

Mesaverde w e l l s i n c l o s e p r o x i m i t y to the L i v e l y #7 Y 

w e l l ? 

A. Yes, I have. 

Q. Based upon your s t u d i e s , do you have an 

e n g i n e e r i n g opinion or c o n c l u s i o n about whether or not 

the Chacra zone i n the #7 Y w e l l i s i n a s e p a r a t e 

r e s e r v o i r from the Mesaverde-producing zones? 

A. Yes, I do. 

Q. What i s t h a t opinion? 

A. That o p i n i o n i s t h a t the Chacra i n t e r v a l , 

the Navajo C i t y - C h a c r a i n t e r v a l , i s not i n 

communication w i t h the C l i f f House i n t e r v a l of the 

Mesaverde and down. 

Q. Do you see any i n f o r m a t i o n from the Chacra 

producer, i n the Chacra zone, to g i v e you any b e l i e f 

t h a t t h e y ' r e i n p r e s s u r e communication w i t h the 

Mesaverde being produced i n any of the w e l l s 

o f f s e t t i n g ? 

A. No, I do not. 

Q. When you p l o t the i n f o r m a t i o n a v a i l a b l e 

from the #7 Y w e l l , and compare t h a t to the other 
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Mesaverde w e l l s w i t h i n i t s s p a c i n g u n i t , have you 

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

A. Yes, I have, and i t appears i m m e d i a t e l y 

a f t e r E x h i b i t 5. 

Q. L e t me have you i d e n t i f y f o r us t h e t h r e e 

w e l l s you've p l o t t e d d a t a f o r . Which ones a r e t h e y ? 

A. Okay. They wo u l d be t h e H o w e l l L #3, w h i c h 

i s i n t h e s o u t h w e s t q u a r t e r o f S e c t i o n 35, t h e H o w e l l 

L #3A, w h i c h i s i n t h e n o r t h w e s t q u a r t e r , and t h e 

L i v e l y #7 Y, w h i c h i s a p p r o x i m a t e l y 300 f e e t t o t h e 

west o f t h e H o w e l l L #3A. 

Q. When we l o o k on y o u r d a t a s h e e t , i d e n t i f y 

f o r us how you have coded t h e i n f o r m a t i o n f o r each o f 

t h o s e t h r e e w e l l s . 

A. Okay. F i r s t o f a l l , I ' v e p l o t t e d s h u t - i n 

w e l l h e a d p r e s s u r e v e r s u s d a t e , and a t t h e b o t t o m 

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

s p e c i f i c w e l l s . And t h e n i m m e d i a t e l y f o l l o w i n g t h e 

w e l l name i s t h e c o m p l e t i o n d a t e . 

Q. Give us a summary, s t a r t i n g w i t h t h e H o w e l l 

L #3 w e l l , w h i c h i s t h e f i r s t w e l l on w h i c h you've 

p l o t t e d t h e p r e s s u r e d a t a , t r a c t t h e p r e s s u r e 

p e r f o r m a n c e o f t h a t w e l l and t h e n t e l l us what happens 

when t h e n e x t w e l l , t h e L i v e l y w e l l , b e g i n s t o r e c o r d 

s u r f a c e s h u t - i n p r e s s u r e s . 
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A. Okay. F i r s t , the Howell L #3 was completed 

in January of 1951, with an i n i t i a l shut-in pressure 

of approximately 1,100 pounds. This plot only shows 

from 1970 forward, and i t i s d e c l i n i n g and holding 

steady from 1978 on, at approximately 400 pounds. 

The next well i s the L i v e l y #7 Y which was 

completed i n June of 1974, and i t came on at an 

i n i t i a l shut-in pressure of 775 PSI, and i t s l a s t data 

point i s 1984. 

Q. When we look at the L i v e l y shut-in i n i t i a l 

pressure, the 775--

A. Yes. 

Q. --and look down the display in 1974, and 

fi n d the surface shut-in pressure for the Howell 

well — 

A. Yes. 

Q. - - j u s t short of 500 pounds? 

A. Correct. 

Q. Can you draw any engineering conclusions 

about the surface pressure d i f f e r e n t i a l between those 

two w e l l s at that point in time? 

A. Yes. That the Mesaverde i n t e r v a l had l e s s 

pressure at that time due to production. 

Q. I f the L i v e l y well in the Chacra had been 

in pressure communication with the Mesaverde, being 
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produced by the Howell L #3 w e l l , would you have 

a n t i c i p a t e d the s u r f a c e s h u t - i n p r e s s u r e of the L i v e l y 

w e l l to be t h a t high? 

A. Not t h a t high. I would a n t i c i p a t e maybe a 

l i t t l e b i t h i g h e r than the Howell L #3. 

Q. Over time, then, you continue along and you 

p i c k up, then, the Howell L #3A w e l l ? 

A. C o r r e c t , i n 1976. 

Q. By 1977, what has happened to the p r e s s u r e 

performance data f o r the Howell L #3A w e l l when you 

compare i t to the Howell L #3 w e l l ? 

A. They have met, and they t r a c k almost on top 

of each other from 1977 through 1989, which i s our 

l a s t data p o i n t . 

Q. What's your e n g i n e e r i n g c o n c l u s i o n about 

those two w e l l s ? 

A. They are i n c o n t a c t with the same 

r e s e r v o i r . 

Q. How does t h a t compare to or c o n t r a s t with 

the L i v e l y #7 Y w e l l ? 

A. The L i v e l y #7 Y began an i n i t i a l p r e s s u r e 

of 775 P S I , which i s c o n s i d e r a b l y h i g h e r , and i t has 

not dropped o f f , where the Howell L #3A dropped o f f 

q u i t e r a p i d l y to meet the Mesaverde p r e s s u r e l i n e . 

Q. Does the p r e s s u r e p r o f i l e f o r the 
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1 L i v e l y #7 Y w e l l e s t a b l i s h a c e r t a i n r a t e of p r e s s u r e 

2 d e c l i n e f o r you as a r e s e r v o i r engineer? 

3 A. Yes, i t does. 

4 Q. How does t h a t p r e s s u r e d e c l i n e p l o t compare 

5 to the d e c l i n e p r o f i l e of p r e s s u r e f o r the two 

6 Mesaverde w e l l s ? 

7 A. I t i s much s t e e p e r , as i l l u s t r a t e d by the 

8 graph. 

9 Q. What i s your u l t i m a t e c o n c l u s i o n , then, 

10 about whether or not the L i v e l y i s producing from a 

11 s e p a r a t e source of supply than the Mesaverde w e l l s i n 

12 the immediate v i c i n i t y ? 

13 A. That they are not i n p r e s s u r e 

14 communication. 

15 Q. Have you looked at the p r o d u c t i o n and f l u i d 

16 r a t e s being produced by the Mesaverde and the Chacra 

17 w e l l ? 

18 A. Yes, I have. 

19 Q. What does t h a t t e l l you? 

20 A. I f we t u r n to the next page i n E x h i b i t 5, 

21 t h i s shows a production p l o t of the L i v e l y #7 Y. The 

22 a c c e s s on the Y i s i n per-month f i g u r e s . For 

23 i n s t a n c e , the gas i s i n Mcf per month. 

24 I t shows t h a t the L i v e l y #7 Y s t a r t e d o f f 

25 i n 6 of 1974, and then i n June of 1976, the 
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1 Howell L #3A came on and was f i r s t d e l i v e r e d , and 

2 t h e r e ' s no evidence i n the L i v e l y #7 Y as f a r as 

3 change i n any s o r t of production f i g u r e s . I want to 

4 again emphasize t h a t the Howell L #3A i s 300 f e e t 

5 away. 

6 Q. I f they were i n communication, would you, 

7 as a r e s e r v o i r engineer, expect t h a t the r a t e s of 

8 p r o d u c t i o n would have f l u c t u a t e d i n the #7 Y w e l l ? 

9 A. Yes, I would. I would have expected t h a t 

10 the #7 Y's production would have dropped o f f due to 

11 d r a i n a g e . 

12 Q. What about the c h a r a c t e r i s t i c s of the 

13 hydrocarbons and f l u i d s being produced by e i t h e r w e l l ? 

14 A. I f you t u r n your a t t e n t i o n to the next 

15 graph, which shows the Howell L #3A, y o u ' l l n o t i c e 

16 t h a t the Howell L #3A has l i q u i d s a s s o c i a t e d w i t h i t , 

17 which are apparent i n most Mesaverde w e l l s t h a t we've 

18 d r i l l e d i n t h i s b a s i n . The L i v e l y #7 Y, i n c o n t r a s t , 

19 does not have any l i q u i d s a s s o c i a t e d w ith i t . 

20 Q. What i s your c o n c l u s i o n about t h a t 

21 comparison? 

22 A. Based on the f a c t t h a t the Howell L #3A had 

23 no evidence of production impact on the L i v e l y #7 Y's 

24 p r o d u c t i o n p l o t , and t h a t the L i v e l y #7 Y does not 

25 produce any l i q u i d s , again my judgment i s t h a t they 
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1 are not i n communication, they are s e p a r a t e 

2 r e s e r v o i r s . 

3 Q. When we look a t the r e s e r v o i r e n g i n e e r i n g , 

4 what a r e you attempting to accomplish, as a r e s e r v o i r 

5 engineer, w i t h the high a n g l e / h o r i z o n t a l w e l l i n the 

6 Chacra zone when we move i n t o the e a s t h a l f of S e c t i o n 

7 34? 

8 A. I n the e a s t h a l f of S e c t i o n 34, we're 

9 d r i l l i n g a h o r i z o n t a l w e l l to encounter n a t u r a l 

10 f r a c t u r e s i n the Navajo C i t y - C h a c r a . 

11 Q. From what i n f o r m a t i o n you have a v a i l a b l e to 

12 you, t h a t appears to be about the only way to have a 

13 r e a l i s t i c o p portunity f o r production out of the Chacra 

14 i s to maximize the chance to i n t e r c e p t t h e s e 

15 f r a c t u r e s ? 

16 A. C o r r e c t . Based on what the g e o l o g i s t 

17 showed i n the l o g s , t h e r e does not seem to be a good 

18 p o r o s i t y i n t h a t i n t e r v a l . I n f a c t , a number of our 

19 w e l l s a r e Mesaverde w e l l s ; the Howell L #3A, and the 

20 #4A, have not i n t e r c e p t e d any f r a c t u r e s v e r t i c a l l y . 

21 T h e r e f o r e , we a r e attempting a h o r i z o n t a l w e l l . 

22 MR. KELLAHIN: That c o n c l u s i o n my 

23 examination of Mr. Bauer, Mr. Stogner. We would move 

24 the i n t r o d u c t i o n of E x h i b i t No. 3. 

25 MR. KELLAHIN: E x h i b i t No. 3 w i l l be 
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1 a d m i t t e d i n t o e v i d e n c e . A g a i n , I'm g o i n g t o h o l d my 

2 e x a m i n a t i o n p o s s i b l y u n t i l l a t e r . 

3 Any q u e s t i o n s o f t h i s w i t n e s s ? Anybody 

4 e l s e ? 

5 There b e i n g none; Mr. K e l l a h i n ? 

6 MR. KELLAHIN: C a l l Mr. John C l a y t o n . 

7 JOHN CLAYTON 

8 t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

9 upon h i s o a t h , was examined and t e s t i f i e d as f o l l o w s : 

10 EXAMINATION 

11 BY MR. KELLAHIN: 

12 Q. Mr. C l a y t o n , w o u l d you p l e a s e s t a t e y o u r 

13 name and o c c u p a t i o n . 

14 A. My name i s John C l a y t o n . I'm a d r i l l i n g 

15 e n g i n e e r f o r M e r i d i a n O i l , and I r e s i d e i n F a r m i n g t o n , 

16 New Mexico. 

17 Q. Mr. C l a y t o n , on p r i o r o c c a s i o n s , have you 

18 t e s t i f i e d as a d r i l l i n g e n g i n e e r ? 

19 A. No, s i r , I h a v e n ' t . 

20 Q. Summarize f o r us y o u r e d u c a t i o n . 

21 A. I o b t a i n e d a B a c h e l o r o f Scie n c e degree i n 

22 p e t r o l e u m e n g i n e e r i n g f r o m L o u i s i a n a S t a t e U n i v e r s i t y 

23 i n t h e s p r i n g o f 1986, and I worked f o r M e r i d i a n O i l 

24 i n B i l l i n g s , Montana, Denver, C o l o r a d o , and now 

25 F a r m i n g t o n , New Mexico, f o r f i v e y e a r s . 
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Q. Summarize your e x p e r i e n c e as a d r i l l i n g 

e n g i n eer. 

A. Most of my e x p e r i e n c e as a d r i l l i n g 

e ngineer f o r the p a s t t h r e e y e a r s has been e n g i n e e r i n g 

and d e s i g n i n g h o r i z o n t a l w e l l s i n the W i l l i s t o n B a s i n 

i n North Dakota. 

Q. Have you p a r t i c i p a t e d i n the d r i l l i n g and 

completion program f o r t h i s h o r i z o n t a l w e l l i n the 

Chacra pool? 

A. Yes, s i r . 

MR. KELLAHIN: We tender Mr. C l a y t o n as an 

ex p e r t d r i l l i n g engineer. 

EXAMINER STOGNER: Mr. C l a y t o n i s so 

q u a l i f i e d . 

Q. Mr. C l a y t o n , l e t me have you t u r n to a copy 

of the v e r t i c a l p r o f i l e . Y o u ' l l f i n d t h a t as the 

f i r s t d i s p l a y f o l l o w i n g E x h i b i t No. 4. I t ' s a l s o 

reproduced i n a l a r g e r s i z e on the h e a r i n g room w a l l . 

L e t ' s have you take us from the s u r f a c e , 

and g i v e us a summary of your d r i l l i n g program, 

s t a r t i n g w ith your s u r f a c e procedures and how you 

propose to d r i l l and complete t h i s w e l l . 

A. The v e r t i c a l p o r t i o n of the h o l e , as you 

can t e l l from the n i n e - s e c t i o n p l a t t h e r e ' s s e v e r a l 

o f f s e t s , and we don't a n t i c i p a t e any problems. We'll 
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s e t 13-3/8 c a s i n g a t about 300 f e e t , b a s i c a l l y use i t 

f o r the d i v e r s i o n system where we can n i p p l e up our 

blow-out p r e v e n t o r s . Underneath our 13-3/8 w e ' l l 

d r i l l 12-1/4" hole to an est i m a t e d k i c k - o f f p o i n t of 

3,150 f e e t . 

At t h a t p o i n t w e ' l l continue d r i l l i n g 

12-1/4" hole along the d e s i r e d azimuth. R i g h t now 

we're l o o k i n g a t South, 45 degrees E a s t . We'll b u i l d 

at 12-1/2 degrees per hundred w i t h a f i x e d - b u i l d 

motor. We'll b u i l d to the top of the H u e r f a n i t o 

B e n t o n i t e . At t h a t depth we should be i n the range of 

65 degrees i n c l i n a t i o n . 

From t h a t p o i n t we're lo o k i n g a t running 

some f r a c t u r e i d e n t i f i c a t i o n logs to confirm our 

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

b a s i n . I f t h a t ' s the c a s e , w e ' l l continue b u i l d i n g to 

90 degrees. At t h a t p o i n t we should be l o c a t e d a t 

3,650 foot t r u e v e r t i c a l depth and nine degrees. 

From t h e r e w e ' l l continue to d r i l l to 790 

f e e t from the s e c t i o n boundary, i f so given to us. At 

t h a t p o i n t , i f the w e l l i s deemed uncommercial, the 

w e l l w i l l be plugged and abandoned. There w i l l be no 

s t i m u l a t i o n or completion t e c h n i q u e s on t h i s w e l l . 

We're l o o k i n g f o r n a t u r a l f r a c t u r e s . I f the w e l l i s 

deemed commercial, w e ' l l run a 5-1/2" l i n e r to bottom. 
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We w i l l o v e r l a p the 9-5/8 f i v e c a s i n g about 150 f e e t 

up to about 45 degrees i n c l i n a t i o n . 

Q. D e s c r i b e f o r us the cementing program f o r 

the w e l l . 

A. 13-3/8 c a s i n g w i l l be cemented to s u r f a c e . 

We'll only be b r i n g i n g cement 300 f e e t . We don't 

a n t i c i p a t e any problems. 

Q. Has t h a t , i n your e x p e r i e n c e , been found to 

be s u f f i c i e n t depth i n which to i s o l a t e out any 

p o t e n t i a l f r e s h water sands? 

A. Yes, s i r . The Ojo-Alamo i n the a r e a i s a 

f r e s h water sand, and i t i s w e l l below us. 

Q. So i t w i l l be i s o l a t e d ? 

A. The s u r f a c e c a s i n g w i l l not i s o l a t e the 

sand a t t h i s p o i n t . 

Q. How w i l l you i s o l a t e the w e l l b o r e from any 

f r e s h water sand? 

A. We'll d r i l l our 12-1/4" hole to 66 degrees. 

At 66 degrees w e ' l l run 9-5/8" c a s i n g . I might have 

missed t h a t on the p r e v i o u s d i s c u s s i o n . We'll run 

9-5/8 c a s i n g a t the top of the H u e r f a n i t o B e n t o n i t e . 

At t h a t p o i n t , we w i l l cement our 9-5/8 c a s i n g from 

t h e r e to s u r f a c e , and t h a t w i l l i s o l a t e the f r e s h 

water, Ojo-Alamo. 

Q. What i s the d r i l l i n g f l u i d s or mediums t h a t 
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y o u ' l l use a t the v a r i o u s s t a g e s f o r d r i l l i n g the 

w e l l ? 

A. We'll j u s t use f r e s h water spud mud f o r our 

s u r f a c e c a s i n g and d i s p o s e of t h a t a f t e r we've run 

pipe and cemented. We'll d r i l l out w i t h f r e s h water 

underneath t h a t , and p r i o r to e n t e r i n g the F r u i t l a n d 

Coal i n t h i s a r e a , which we a n t i c i p a t e to be normal to 

o v e r - p r e s s u r e d , we w i l l most l i k e l y mud up with a 

c a l c i u m carbonate mud. That w i l l g i v e us two design 

c r i t e r i a . The c a l c i u m carbonate w i l l a c t as a wading 

m a t e r i a l t h a t could hold back any p o t e n t i a l gas from 

the F r u i t l a n d C o a l , and i t w i l l a l s o , when we're 

d r i l l i n g through the Lewis and b u i l d i n g angle, i n h i b i t 

the s h e l v e s from s w e l l i n g . 

Q. How i s t h i s d i f f e r e n t from any of the other 

r e c e n t h o r i z o n t a l attempts t h a t your company i s t r y i n g 

i n the b a s i n ? 

A. R e l a t i v e l y , as f a r as the d r i l l i n g 

o p e r a t i o n s , t h e y ' r e p r e t t y much the same. We'll be 

s e t t i n g c a s i n g a t 66 degrees, our p r e v i o u s w e l l , the 

R i d d l e #1R, they s e t c a s i n g up i n v e r t i c a l . We d i d 

e x p e r i e n c e some hole t r o u b l e from k i c k - o f f p o i n t to 

about 45 degrees. T h i s w i l l e l i m i n a t e t h a t , and get 

i t s o - c a l l e d behind pipe p r i o r to going i n t o our 

90-degree p o r t i o n of the w e l l . 
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1 The main d i f f e r e n c e i n t h i s w e l l i s the 

2 completion technique. B a s i c a l l y , i f we do not have a 

3 w e l l when we re a c h t o t a l depth, we f e e l t h a t 

4 h o r i z o n t a l d r i l l i n g i s a completion te c h n i q u e , and you 

5 h o r i z o n t a l d r i l l so you don't have to f r a c t u r e 

6 s t i m u l a t e . T h i s w e l l w i l l probably be deemed a 

7 f a i l u r e , i f we don't t e s t commercial q u a n t i t i e s of gas 

8 a t t o t a l depth, and i t w i l l be plugged. 

9 Q. Do you have an e s t i m a t e of the time to 

10 s t a r t and f i n i s h the w e l l ? 

11 A. We budgeted 30 days from spud to r i g 

12 r e l e a s e on the d r i l l i n g p o r t i o n . The completion 

13 p o r t i o n should probably take about t h r e e days. 

14 MR. KELLAHIN: That concludes my 

15 examination of Mr. Cl a y t o n . We would move the 

16 i n t r o d u c t i o n — no, we've a l r e a d y had E x h i b i t 4 i n , and 

17 he only t a l k e d about E x h i b i t 4, so he has no e x h i b i t s 

18 to i n t r o d u c e . 

19 EXAMINATION 

20 BY EXAMINER STOGNER: 

21 Q. Mr. Cl a y t o n , j u s t to v e r i f y or c l a r i f y 

22 something f o r me, y o u ' l l be s e t t i n g the 9-5/8 

23 i n t e r m e d i a t e a t 66 degrees i n c l i n a t i o n ? 

24 A. Yes, s i r . 

25 Q. But you w i l l continue your angle b u i l d 
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1 u n t i l 90 degrees i s obtained, p l u s or minus? 

2 A. Yes. Of course our hole s i z e w i l l change 

3 and our mud motors w i l l change too, only i n s i z e but 

4 not i n d e s i g n . We'll continue b u i l d i n g a t about 

5 12-1/2 degrees. I t ' s j u s t a s m a l l e r motor. The 

6 housing on the 12-1/4" hole motor w i l l be e i g h t - i n c h , 

7 and t h i s w i l l be 6-3/4. 

8 Q. And you're going to do t h a t to TD? 

9 A. Yes, s i r . 

10 Q. And i f i t ' s deemed commercial, then a 

11 5-1/2" l i n e r w i l l be s e t ? 

12 A. Yes, s i r , p r e p e r f o r a t e d . 

13 Q. P r e p e r f o r a t e d ? 

14 A. S i m i l a r to the plugs t h a t we use i n the 

15 F r u i t l a n d C o a l . 

16 Q. Meaning t h a t i t w i l l be cemented back i n t o 

17 the 9-5/8? 

18 A. Are you l o o k i n g at E x h i b i t 6? I guess 

19 t h a t ' s where you're t a k i n g t h a t from? 

20 Q. Yes, I am. 

21 A. I i n c l u d e d t h i s i n here because, i f y o u ' l l 

22 n o t i c e , our s u r f a c e l o c a t i o n i s o u t s i d e the 790 

23 s e t b a c k . We a n t i c i p a t e s e t t i n g 9-5/8 c a s i n g i n the 

24 l e g a l window. I f the b u i l d r a t e s don't g i v e us what 

25 we a n t i c i p a t e a t 9-5/8 as s e t o u t s i d e the l e g a l 
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1 window, I i n c l u d e d t h i s to show you how we could 

2 cement a p o r t i o n of the 5-1/2" l i n e r , i f they were 

3 o u t s i d e the l e g a l window. 

4 Q. I f n e c e s s a r y ? 

5 A. Yeah. 

6 Q • And i f not, i t w i l l j u s t be on l i n e r ? 

7 A. Yes, s i r . 

8 Q. Le t me go ahead and get t h i s out of the 

9 way. I guess you're the person to ask. On the 

10 plugging and abandonment of t h i s w e l l , i f i t i s deemed 

11 commercial and then l a t e r on down the road, would the 

12 5-1/2" l i n e r be p u l l e d i f you d i d n ' t have to put the 

13 e x t e r n a l cement? 

14 A. The 5-1/2 l i n e r wouldn't be run. 

15 Q. Would not be run? 

16 A. No, s i r . 

17 MR. STOVALL: I t h i n k you misunderstood the 

18 q u e s t i o n . I f i t ' s p r o d u c t i v e . 

19 A. Oh, i f i t i s p r o d u c t i v e ? 

20 Q. I f i t i s p r o d u c t i v e and then, down the 

21 l i n e , when i t i s time to abandon t h i s w e l l , way down 

22 the l i n e , way f a r down the l i n e - -

23 A. I won't be here. I f the w e l l i s p r o d u c t i v e 

24 i n the f u t u r e , we have to plug t h i s w e l l , an attempt 

25 to r e t r i e v e t h a t l i n e r would probably not be 
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1 c o m m e r c i a l . The c o n d i t i o n o f t h e l i n e r a f t e r 20 y e a r s 

2 and t h e i n s p e c t i o n c o s t and t h e r e b u i l d i n g o f any 

3 damage t o i t , we wou l d p r o b a b l y go ahead and p l u g i t 

4 w i t h t h e l i n e r i n t h e h o l e . 

5 Q. P l a c i n g a cement p l u g a t t h e t o p o f t h e 

6 5-1/2" l i n e r ? 

7 A. Yes, s i r . 

8 EXAMINER STOGNER: E s s e n t i a l l y i s o l a t i n g 

9 i t . Okay. T h a t ' s a l l t h e q u e s t i o n s I have o f Mr. 

10 C l a y t o n a t t h i s t i m e . I may have some l a t e r , Mr. 

11 K e l l a h i n . 

12 MR. KELLAHIN: I wou l d l i k e t o move t h e 

13 i n t r o d u c t i o n o f E x h i b i t No. 6, w h i c h I ' v e o v e r l o o k e d . 

14 EXAMINER STOGNER: E x h i b i t No. 6 w i l l be 

15 a d m i t i n t o e v i d e n c e . 

16 MR. KELLAHIN: I would l i k e t o c a l l Mr. 

17 F r a k e r a t t h i s t i m e . Mr. F r a k e r i s a landman w i t h 

18 M e r i d i a n O i l Company. 

19 WALTER B. "SKIP" FRAKER 

20 t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

21 upon h i s o a t h , was examined and t e s t i f i e d as f o l l o w s : 

2 2 EXAMINATION 

2 3 BY MR. KELLAHIN: 

24 Q. Mr. F r a k e r , would you p l e a s e s t a t e y o u r 

25 name and o c c u p a t i o n . 
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A. My name i s Skip Fraker. I'm employed by 

Meridian O i l as a petroleum landman. 

Q. S p e l l your l a s t name. 

A. F-R-A-K-E-R. 

Q. Mr. Fraker, on p r i o r occasions have you 

t e s t i f i e d before the Division? 

A. No, I haven't. 

Q. Summarize for us your educational and 

employment experience with regard to petroleum land 

management questions. 

A. I was trained as an apprentice s p e c i f i c a l l y 

in o i l and gas t i t l e law and examination by Richard 

T u l l y , an o i l and gas attorney in Farmington for about 

three years. The r e s t of the time as independent and 

s t a f f landman for the l a s t 10 years. 

Q. As part of your duties for Meridian, are 

you f a m i l i a r with how to locate and find the ownership 

within a spacing unit and determine the o f f s e t 

operators to that spacing unit? 

A. Yes, I am. 

Q. That's something you routi n e l y do i n the 

course of discharging your duties? 

A. Yes, I do. 

Q. Have you done that in t h i s case? 

A. Yes, I have. 
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MR. KELLAHIN: We tender Mr. F r a k e r as an 

expe r t petroleum landman. 

EXAMINER STOGNER: Mr. F r a k e r i s so 

q u a l i f i e d . 

Q. Mr. F r a k e r , l e t ' s go back to E x h i b i t No. 1, 

and look behind the a p p l i c a t i o n . Well, I misspoke. I 

thought we had an e x h i b i t on the a p p l i c a t i o n t h a t 

i d e n t i f i e d the l a n d s . 

EXAMINER STOGNER: Are you r e f e r r i n g to 

E x h i b i t 7? 

MR. KELLAHIN: Yes, s i r , we're going to 7. 

EXAMINER STOGNER: I t was behind E x h i b i t 1. 

MR. KELLAHIN: Way behind i t . 

EXAMINER STOGNER: Way down the l i n e . 

Q. The second d i s p l a y a f t e r 7 i s an o f f s e t 

o perator p l a t . You have t h a t ? 

A. Yes, I do. 

Q. Based upon your s e a r c h of a v a i l a b l e 

r e c o r d s , can you i d e n t i f y f o r us the o f f s e t t i n g 

o p e r a t o r s to the e a s t h a l f of S e c t i o n 34? 

A. Yes. We are surrounded on t h r e e s i d e s by 

Amoco Production, from the north and e a s t , the 

n o r t h e a s t and the west s i d e , and the southwest s i d e by 

Amoco Produ c t i o n , and the south h a l f i s owned by 

Meridian O i l . The e a s t h a l f of t h a t , Mesaverde i s 
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owned by Amoco Production, and the Chacra by L i v e l y 

E x p l o r a t i o n Company. 

Q. Meridian O i l , I n c . , handles the 

a d m i n i s t r a t i v e d u t i e s f o r Southland R o y a l t y Company i n 

terms of n o t i f i c a t i o n s ? 

A. Yes. 

Q. So the p a r t i e s to be n o t i f i e d would be 

Amoco and L i v e l y ? 

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

Q. Within the e a s t h a l f of S e c t i o n 34, when we 

look a t t h a t t o t a l i n t e r v a l from the top of the 

H u e r f a n i t o B e n t o n i t e marker, which would i n c l u d e the 

Chacra i n t h i s a r e a , a l l the way down to the base of 

the Mesaverde pool, are we d e a l i n g i n the e a s t h a l f of 

S e c t i o n 34 with the same ownership? 

A. Yes, we a r e . T h i s i s owned 100 p e r c e n t by 

Meridian O i l . 

Q. When we look a t the r o y a l t i e s or o v e r r i d i n g 

r o y a l t y owners, they would be common w i t h i n t h a t 

v e r t i c a l p o r t i o n of t h i s s e c t i o n ? 

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

MR. KELLAHIN: That concludes my 

examination of Mr. F r a k e r , Mr. Examiner. We would 

move the i n t r o d u c t i o n of E x h i b i t 7. 

EXAMINER STOGNER: E x h i b i t No. 7 w i l l be 
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1 admitted i n t o evidence. 

2 MR. KELLAHIN: I n a d d i t i o n , Mr. Examiner, 

3 E x h i b i t No. 8 i s the c e r t i f i c a t e I have made to which 

4 we've appended the r e t u r n r e c e i p t green c a r d s , showing 

5 d e l i v e r y of n o t i f i c a t i o n to t h i s h e a r i n g to the two 

6 companies, Amoco and L i v e l y . 

7 We would move t h a t t h a t be i n t r o d u c e d at 

8 t h i s time. 

9 EXAMINER STOGNER: E x h i b i t No. 8 w i l l be 

10 admitted i n t o evidence, a l s o . 

11 MR. KELLAHIN: That concludes our 

12 p r e s e n t a t i o n . 

13 EXAMINER STOGNER: I have no q u e s t i o n s of 

14 Mr. F r a k e r a t t h i s time. I do have some q u e s t i o n s , 

15 though. 

16 Before I go any f u r t h e r , the advertisement, 

17 the c a l l to the c a s e , mentioned a nonstandard o i l 

18 p r o r a t i o n u n i t , but the body of the a p p l i c a t i o n 

19 c o r r e c t e d i t to gas. My typo. That shouldn't be any 

20 problem. 

21 I have some g e n e r a l q u e s t i o n s about the 

22 Navajo C i t y - C h a c r a Pool, and i t sounded l i k e 

23 Mr. Jennings was the person to ask on t h a t . 

24 L e t ' s have Mr. Jennings s t e p up to the 

25 stand a g a i n . 
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1 GREGORY L. JENNINGS 

2 t h e w i t n e s s h e r e i n , a f t e r h a v i n g been p r e v i o u s l y d u l y 

3 sworn upon h i s o a t h , was examined and t e s t i f i e d 

4 f u r t h e r as f o l l o w s : 

5 EXAMINATION 

6 BY EXAMINER STOGNER: 

7 Q. Are you f a m i l i a r w i t h t h e b o u n d a r i e s o f t h e 

8 Navajo C i t y - C h a c r a p o o l ? 

9 A. Yes. 

10 Q. What a r e t h e y ? 

11 A. To my knowledge, t h e n o r t h w e s t q u a r t e r o f 

12 S e c t i o n 35. 

13 Q. Do you know what t h e v e r t i c a l l i m i t s are? 

14 A. I b e l i e v e i t ' s d e s c r i b e d as a 1 0 0 - f o o t 

15 i n t e r v a l . I want t o say a p p r o x i m a t e l y 3,600 t o 3,700 

16 f e e t i n t h e L i v e l y #7 Y. I ' v e a c t u a l l y g o t t h a t i n my 

17 b r i e f c a s e . And Tom, i f I c o u l d have i t , we c o u l d 

18 d o u b l e c h e c k t h a t . 

19 Q. What you have i n y o u r b r i e f c a s e , w o u l d t h a t 

20 r e f e r t o t h e D i v i s i o n ' s n o m e n c l a t u r e s ? 

21 A. Yes. L e t me see t h e d e p t h on t h a t . I'm 

22 p r e t t y s u r e i t ' s 3,600 t o 3,700 f e e t . 

23 Q. And y o u ' r e r e f e r r i n g t o t h e t y p e l o g , a re 

24 you n o t ? 

25 A. Yes. The d e f i n i t i o n o f t h e Navajo 
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1 C i t y - C h a c r a formation i s d e s c r i b e d i n footages i n the 

2 L i v e l y #7 Y. I b e l i e v e i t might be a 200-foot 

3 i n t e r v a l . 

4 Q. R e g a r d l e s s , we can f i n d t h a t i n our 

5 D i v i s i o n nomenclature r u l e s or o r d e r s ? 

6 A. Yes. I t ' s a footage d e s c r i p t i o n of the 

7 L i v e l y #7 Y Navajo C i t y - C h a c r a i n t e r v a l , which 

8 encompasses the zone t h a t I am a l s o d e s c r i b i n g as the 

9 Navajo C i t y - C h a c r a . I t might be a 200-foot g r o s s 

10 i n t e r v a l t h a t c o vers t h a t zone. 

11 EXAMINER STOGNER: I ' l l t a ke a d m i n i s t r a t i v e 

12 n o t i c e of any nomenclature or d e r s t h a t we've had 

13 p r e v i o u s i n t h i s a r e a p e r t a i n i n g to the Navajo 

14 Chacra. I haven't done t h a t i n a long time. 

15 Q. And we r e f e r r e d to order R-5459, which I 

16 b e l i e v e i s e s s e n t i a l l y another nomenclature order, i s 

17 i t not? Are you f a m i l i a r w ith t h a t order, Mr. 

18 J e n n i n g s ? That was the one s e t t i n g the v e r t i c a l 

19 l i m i t a t i o n s of the Mesaverde pool, t a l k i n g about a 

20 l i n e and on one s i d e i t was--in f a c t , you mentioned i t 

21 e a r l i e r , the H u e r f a n i t o B e n t o n i t e ? 

22 A. Yes, I am. I'm f a m i l i a r w ith the 

23 d e f i n i t i o n of i t and the h i s t o r y behind i t . 

24 Q. Do you know why t h a t l i n e was formed? 

25 A. Yes. The Chacra formation to the 
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1 southwest, the Otero Pool, B l o o m f i e l d , e t c e t e r a , 

2 produced s o l e l y from the Chacra zones. Now, t h e y ' r e 

3 a c t u a l l y lower i n the s e c t i o n , c l o s e r to the Mesaverde 

4 than t h i s p a r t i c u l a r zone, and they have some matrix 

5 p o r o s i t y and p e r m e a b i l i t y . I t ' s a f a i r l y 

6 noncommercial t r e n d , but n o n e t h e l e s s i t was developed 

7 o r i g i n a l l y i n the 50s and then again i n the 70s, as a 

8 Chacra--a few s e p a r a t e Chacra pools, and developed on 

9 160-acre s p a c i n g . 

10 The d e f i n i t i o n of the Mesaverde was, I 

11 b e l i e v e , a footage d e f i n i t i o n t h a t s t a r t e d i t . I t had 

12 a typed w e l l l o c a t i o n and i t was something l i k e - - i t 

13 was a footage d e s c r i p t i o n t h a t was very c l o s e to the 

14 C l i f f House formation and down through the P o i n t 

15 Lookout i n t h a t type l o c a t i o n . I t was a f a i r l y 

16 ambiguous d e s c r i p t i o n , and probably i n some need of 

17 r e f i n e m e n t . 

18 But I t h i n k what t r i g g e r e d the r e d e f i n i t i o n 

19 was t h i s c a s e , and perhaps one or two other w e l l s t h a t 

20 encountered some f r a c t u r e d p r o d u c t i o n from i n t e r v a l s 

21 t h a t were p r e v i o u s l y i n c l u d e d i n the Chacra 

22 formation. And the s t a t e , i n t r y i n g to accommodate 

23 the f a c t t h a t t h e s e o c c u r r e n c e s are very r a r e , and the 

24 f a c t t h a t the production to the southwest i s a l r e a d y 

25 e s t a b l i s h e d , drew a l i n e s e p a r a t i n g the a r e a to the 
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1 north from the are a to the south, and r e d e f i n e d the 

2 Mesaverde i n t e r v a l to the north to i n c l u d e those — t h a t 

3 i n t e r v a l t h a t we're c a l l i n g the Chacra. 

4 What the Commission s a i d was t h a t t h e r e are 

5 a few w e l l s which produce from f r a c t u r e s i n t h i s 

6 i n t e r v a l , t h a t may or may not be i n communication 

7 w i t h i n the Mesaverde, and those o p e r a t o r s have a r i g h t 

8 to come back a t a l a t e r date and show evidence t h a t 

9 t h i s zone i s not i n communication w i t h the Mesaverde 

10 and e s s e n t i a l l y could be removed from i t . 

11 The L i v e l y subsequently came back and 

12 showed evidence t h a t the Navajo C i t y - C h a c r a had high 

13 r e s e r v o i r p r e s s u r e s , and was a s e p a r a t e r e s e r v o i r , and 

14 was so deemed a s e p a r a t e Navajo C i t y - C h a c r a Pool. 

15 I n f a c t , t h e r e ' s one other w e l l i n the 

16 b a s i n which a l s o h a s — p r o d u c e s from t h e r e . There are 

17 two w e l l s i n the b a s i n which produce from t h i s 

18 i n t e r v a l , and t h a t w e l l has a l s o been deemed a 

19 s e p a r a t e r e s e r v o i r . 

20 Q. Do you know the name of i t ? 

21 A. That's the Mesa Primo #1A. 

22 Q. How about the name of the pool? 

23 A. Animas-Chacra. 

24 Q. And the other w e l l being? 

25 A. The Navajo C i t y Chacra. 
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1 Q. How f a r away i s t h a t Animas-Chacra Pool? 

2 A. I t ' s i n 31 N o r t h , 10 West, S e c t i o n 6, t h e 

3 n o r t h w e s t q u a r t e r . The t h i n g t h a t t h e y have i n common 

4 i s t h a t t h e y ' r e b o t h 1,000 f e e t above t h e Mesaverde 

5 f o r m a t i o n . 

6 EXAMINER STOGNER: Okay. Thank you, Mr. 

7 J e n n i n g s . 

8 Mr. C l a y t o n , I have a c o u p l e o f q u e s t i o n s 

9 on w e l l c o s t s . 

10 JOHN CLAYTON 

11 t h e w i t n e s s h e r e i n , a f t e r h a v i n g been p r e v i o u s l y d u l y 

12 sworn upon h i s o a t h , was examined and t e s t i f i e d 

13 f u r t h e r as f o l l o w s : 

14 EXAMINATION 

15 BY EXAMINER STOGNER: 

16 Q. What wo u l d a v e r t i c a l w e l l t o t h e Navajo 

17 C i t y - C h a c r a c o s t , and what's y o u r e s t i m a t e d c o s t on 

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

19 A. The e s t i m a t e d c o s t on t h e Navajo C i t y , 

20 assuming we wou l d deem i t c o m m e r c i a l t o d r i l l , w h i c h I 

21 f e e l we w o u l d n ' t , i t ' s i n t h e n e i g h b o r h o o d o f 

22 $450,000. 

23 Q. And how about a v e r t i c a l w e l l ? 

24 A. That would be a v e r t i c a l w e l l . 

25 Q. How about t h i s p a r t i c u l a r w e l l ? 
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1 A. T h i s w e l l was es t i m a t e d a t a l i t t l e b i t 

2 under a m i l l i o n d o l l a r s . Nine hundred a n d — a m i l l i o n 

3 d o l l a r s . 

4 Q. And t h a t ' s with the 5-1/2 l i n e r ? 

5 A. Yes, s i r . That's completed c o s t . I s t h e r e 

6 any water a s s o c i a t e d production w i t h the Chacra? 

7 A. No, s i r . We're not lo o k i n g f o r any water 

8 or any condensated s o l u t i o n . No l i q u i d s i n the w e l l . 

9 EXAMINER STOGNER: That's a l l the q u e s t i o n s 

10 I have. 

11 Are t h e r e any q u e s t i o n s of any of the 

12 w i t n e s s e s ? I f not, they may be excused. 

13 Mr. C a r r ? 

14 MR. CARR: Mr. Stogner, w i t h your 

15 p e r m i s s i o n , Mr. Hawkins would l i k e to make a b r i e f 

16 statement on b e h a l f of Conoco. 

17 EXAMINER STOGNER: Thank you, Mr. C a r r . 

18 Mr. Hawkins, why don't you st e p forward. 

19 MR. HAWKINS: My name i s B i l l Hawkins with 

20 Amoco Production Company. Amoco, as pointed out, has 

21 o f f s e t working i n t e r e s t s on t h r e e s i d e s of the spacing 

22 u n i t t h a t Meridian has requested the h o r i z o n t a l w e l l 

2 3 i n . 

24 We have no o b j e c t i o n to Meridian's 

25 a p p l i c a t i o n f o r t h i s h o r i z o n t a l w e l l . The w e l l i s 
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1 proposed as an i s o l a t e d Chacra t e s t and w i l l not 

2 p e n e t r a t e the Mesaverde sands, and the Chacra i n t e r v a l 

3 i n t h i s a r e a , although normally c o n s i d e r e d p a r t of the 

4 Mesaverde, has been shown to be capable of producing 

5 i n s u f f i c i e n t q u a n t i t i e s to be independently 

6 developed, and t h i s i s i n the L i v e l y #7A w e l l . 

7 I n c i r c u m s t a n c e s such as t h i s , the D i v i s i o n 

8 has s e p a r a t e d the Chacra as an independent pool. I f 

9 Meridian's h o r i z o n t a l w e l l i s s u c c e s s f u l , then Amoco 

10 has n o t i c e o b j e c t i o n to s e p a r a t i n g the Chacra i n t e r v a l 

11 from the Mesaverde. 

12 At a minimum, we b e l i e v e Meridian should be 

13 allowed to d r i l l t h e i r w e l l and produce i t 

14 u n r e s t r i c t e d f o r a p e r i o d of a t l e a s t one ye a r , i n 

15 order to determine i f they have a s u c c e s s f u l p r o j e c t 

16 or not. 

17 EXAMINER STOGNER: Thank you, Mr. Hawkins. 

18 Does anybody e l s e have anything f u r t h e r i n 

19 Case 10340? 

20 I f not, then t h i s case w i l l be taken under 

21 advisement. 

22 

23 

24 

25 
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