
STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

if 

BRUCE KING POST OFFICE BOX 2088 
STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 87504 
(505) 827-5800 

GOVERNOR 

ANITA LOCKWOOD 
CABINET SECRETARY 

July 9, 1993 

KELLAHIN AND KELLAHIN 
Attorneys at Law 
P. O. Drawer 2265 
Santa Fe, New Mexico 87504 

RE: CASE NOS. 10721, 10722, 10723, 10724, 10725 
ORDER NO. R-9920 

Dear Sir: 

Enclosed herewith are two copies of the above-referenced Division order recently entered in the 
subject cases. 

Sally E. Leichtle 
Administrative Secretary 

cc: BLM - Farmington 
Steve Keene - TRD 
Donna McDonald - OCD 
Aztec OCD Office 

Sincerely, 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

APPLICATION OF MERIDIAN OIL INC. 

CASE NO. 10735 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 
EXAMINER HEARING 

BEFORE: M i c h a e l E. S t o g n e r , H e a r i n g Examiner 

June 3, 1993 

Santa Fe, New M e x i c o 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e 

O i l C o n s e r v a t i o n D i v i s i o n on June 3, 1993, a t t h e O i l 

C o n s e r v a t i o n D i v i s i o n C o n f e r e n c e Room, S t a t e Land 

O f f i c e B u i l d i n g , 310 O l d Sa n t a Fe T r a i l , S a n t a Fe, New 

M e x i c o , b e f o r e L i s a Danner-Suggs, C e r t i f i e d C o u r t 

R e p o r t e r No. 257, f o r t h e S t a t e o f New M e x i c o . 

I P 
JUN 2 8 1993 

OIL CONSERVATION DlViSiOf 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 
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I N D E X 

June 3, 1993 
Examiner H e a r i n g 
CASE NO. 10735 

PAGE 
APPEARANCES 3 

MERIDIAN'S WITNESSES: 

ALAN ALEXANDER 
E x a m i n a t i o n by Mr. K e l l a h i n 4 
E x a m i n a t i o n by Examiner S t o g n e r 16 

SCOTT DAVES 
E x a m i n a t i o n by Mr. K e l l a h i n 22 
E x a m i n a t i o n by Examiner S t o g n e r 38 
F u r t h e r E x a m i n a t i o n by 
Mr. K e l l a h i n 65 

TOM YERSAK 
E x a m i n a t i o n by Mr. K e l l a h i n 51 
E x a m i n a t i o n by Examiner S t o g n e r 62 

REPORTER'S CERTIFICATE 7 1 

E X H I B I T S 
ID ADMTD 

E x h i b i t A. P l a t o f H u e r f a n o F e d e r a l U n i t 6 16 
E x h i b i t B . P l a t s o f I n d i v i d u a l W e l l s 11 16 
E x h i b i t C . Computer L i s t i n g o f Owners 12 16 
E x h i b i t D . L i s t o f I n t e r e s t Owners 13 16 
E x h i b i t E . C e r t i f i c a t e o f M a i l i n g 13 16 
E x h i b i t F . O r i e n t a t i o n Map o f H u e r f a n o U n i t 52 62 
E x h i b i t G. F r u i t l a n d C o a l / P i c t u r e d C l i f f s 

S t r a t i g r a p h i c C r o s s - S e c t i o n A-A* 52 62 
E x h i b i t H . F r u i t l a n d F o r m a t i o n Net 

Co a l I s o p a c h 56 62 
E x h i b i t I . P i c t u r e d C l i f f s S a n d s t o n e 

Net Pay I s o p a c h 57 62 
E x h i b i t J . P i c t u r e d C l i f f s Net Pay I s o p a c h 60 62 
E x h i b i t K. F r u i t l a n d C o a l Net T h i c k n e s s Map 6 0 62 
E x h i b i t L. Base o f L a s t F r u i t l a n d C o a l 

S t r u c t u r e 6 0 62 
E x h i b i t M. F r u i t l a n d C o a l / P i c t u r e d C l i f f s 

S t r a t i g r a p h i c C r o s s - S e c t i o n B-B' 54 62 
E x h i b i t N . H u e r f a n o U n i t s #46 and #59 

I l l u s t r a t i o n s 28 38 
E x h i b i t 0. H u e r f a n o U n i t #46 

A l l o c a t i o n F o r m u l a 30 38 
CUMBRE COURT REPORTING 

P.O. BOX 9262 
SANTA FE, NEW MEXICO 87504-9262 

(50 5 ) 984-2244 
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EXAMINER STOGNER: 

Now w e ' l l c a l l n e x t case number 10735 w h i c h 

i s t h e a p p l i c a t i o n o f M e r i d i a n O i l I n c . f o r d ownhole 

c o m m i n g l i n g p r o c e d u r e w i t h i n t h e H u e r f a n o U n i t i n San 

Juan C o u n t y , New M e x i c o . I w i l l c a l l f o r a p p e a r a n c e s . 

MR. KELLAHIN: Mr. E x a m i n e r , I'm Tom 
i 

I 

K e l l a h i n o f t h e Santa Fe law f i r m o f K e l l a h i n and j 

K e l l a h i n a p p e a r i n g on b e h a l f o f t h e a p p l i c a n t . And I 

have t h r e e w i t n e s s e s t o be sworn. 

EXAMINER STOGNER: Are t h e r e any o t h e r j 

ap p e a r a n c e s i n t h i s m a t t e r ? T here b e i n g none, w i l l t h e 

w i t n e s s e s p l e a s e s t a n d t o be sworn a t t h i s t i m e . 

( W i t n e s s e s s worn.) 

MR. KELLAHIN: Mr. E x a m i n e r , h e r e ' s an 

e x h i b i t book and a c o u p l e o f e x t r a c o p i e s . I ' d l i k e t o 

c a l l a t t h i s t i m e Mr. A l a n A l e x a n d e r . 
i 

ALAN ALEXANDER 

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: I 

Q. Mr. A l e x a n d e r , w o u l d 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 A l l e n A l e x a n d e r . I'm c u r r e n t l y 

e m ployed as a s e n i o r l a n d a d v i s o r w i t h M e r i d i a n O i l 
CUMBRE COURT REPORTING 

P.O. BOX 9262 
SANTA FE, NEW MEXICO 87504-9262 

(50 5 ) 984-2244 
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I n c . i n t h e i r F a r m i n g t o n , New Mex i c o o f f i c e . 

Q. Have y o u , as a p e t r o l e u m landman i n 

F a r m i n g t o n f o r y o u r company, Mr. A l e x a n d e r , made a 

r e v i e w o f t h e l a n d t i t l e i n f o r m a t i o n u t i l i z e d by y o u r 

company f o r what i s d e s c r i b e d as t h e H u e r f a n o U n i t ? 

A. Yes, I have r e v i e w e d t h a t . 

Q. As p a r t o f t h a t s t u d y and r e v i e w , have y o u 

s a t i s f i e d y o u r s e l f t h a t M e r i d i a n has c o r r e c t l y 

i d e n t i f i e d t h e v a r i o u s i n t e r e s t owners t h a t have an 

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

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

A. Yes, I b e l i e v e t h a t we have c o r r e c t l y 

i d e n t i f i e d t h o s e owners. 

Q. I n a d d i t i o n , do you b e l i e v e you have 

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

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

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

A. Yes, we have. 

Q. A r e you g e n e r a l l y f a m i l i a r w i t h t h e 

p a r t i c i p a t i n g a r e a s and t h e s t r u c t u r e and p r o v i s i o n s o f 

t h e u n i t a g r e e m e n t s i n v o l v e d f o r t h e H u e r f a n o U n i t ? 

A. Yes, I am. 

MR. KELLAHIN: We t e n d e r Mr. A l e x a n d e r as an 

e x p e r t p e t r o l e u m landman. 

EXAMINER STOGNER: Mr. A l e x a n d e r i s so 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(50 5 ) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

6 

q u a l i f i e d . 

MR. KELLAHIN: Mr. E x a m i n e r , so t h a t y ou can 

see how t h e e x h i b i t book i s o r g a n i z e d , Mr. A l e x a n d e r 

has p r o v i d e d an i n d e x t o t h e e x h i b i t book. Each o f t h e 

e x h i b i t s i s i d e n t i f i e d s t a r t i n g w i t h E x h i b i t A r u n n i n g 

t h r o u g h E x h i b i t 0. I p r o p o s e t o p r e s e n t h i s l a n d 

t e s t i m o n y f i r s t . W e ' l l t h e n s k i p down and p r e s e n t Mr. 

S c o t t Daves' e n g i n e e r i n g t e s t i m o n y t o d e s c r i b e how he 

p r o p o s e s t o a l l o c a t e p r o d u c t i o n between t h e two p o o l s . 

And t a l k a b o u t t h e r e s e r v o i r e n g i n e e r i n g a s p e c t s o f t h e 

ca s e . Then w e ' l l p r e s e n t t h e g e o l o g i c e v i d e n c e l a s t . 

Mr. A l e x a n d e r has b r o u g h t w i t h h im a l a r g e r 

copy o f t h e e x h i b i t map t h a t i d e n t i f i e r t h e u n i t a r e a 

and w h i c h i s shown on a s m a l l e r s c a l e b e h i n d E x h i b i t 

Tab A. T h a t r e d u c e d copy i s a l i t t l e h a r d t o r e a d and 

so h e r e ' s a l a r g e r one t h a t may a i d you as Mr. 

A l e x a n d e r i l l u s t r a t e s what h i s company p r o p o s e s t o do. 

Q. (BY MR. KELLAHIN) L e t ' s go t o E x h i b i t A, 

Mr. A l e x a n d e r , and b e f o r e we d i s c u s s t h e s p e c i f i c s , 

i d e n t i f y f o r us what we're l o o k i n g a t . 

A. We're l o o k i n g a t a p l a t o f t h e H u e r f a n o 

F e d e r a l U n i t . On t h a t p l a t you w i l l see w e l l s y m b o l s 

f o r b o t h P i c t u r e d C l i f f s and F r u i t l a n d C o a l W e l l s w h i c h 

a r e t h e t r i a n g u l a r s y m b o l s . You w i l l see t h e u n i t 

o u t l i n e d i n t h e d a r k g r e e n l i n e , and t h e n you w i l l see 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 
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t h e p a r t i c i p a t i n g a r e a s f o r t h e P i c t u r e d C l i f f s 

f o r m a t i o n t h a t i s a r e d hash mark. You w i l l a l s o see 

t h e e x i s t i n g s i n g u l a r F r u i t l a n d C o a l p a r t i c i p a t i n g a r e a 

w h i c h i s a s e r i e s o f dashes, a hash mark w i t h a s e r i e s 

o f d ashes. 

You w i l l a l s o n o t e t h a t we have d e s c r i b e d 

t h e F r u i t l a n d D r i l l b l o c k s t h a t we're t a l k i n g a b o u t t h i s 

m o r n i n g w i t h a brown c o l o r e d hash mark as w e l l as t h e 

P i c t u r e d C l i f f s D r i l l b l o c k s t h a t we're t a l k i n g a b o u t 

t h i s m o r n i n g i n diamond shaped hash m a r k i n g s . 

Q. I d e n t i f y f o r us t h e two P i c t u r e d C l i f f 

p o o l s , a p o r t i o n o f each o f w h i c h i s l o c a t e d w i t h i n t h e 

u n i t b o u n d a r y . 

A. I f y o u l o o k up t o t h e n o r t h w e s t e r n q u a d r a n t 

o f t h e map, y o u ' l l see a c l u s t e r o f w e l l s and a l s o a 

p o r t i o n o f t h e e x i s t i n g P i c t u r e d C l i f f s p a r t i c i p a t i n g 

a r e a . T h a t P i c t u r e d C l i f f s p o o l up t h e r e i s known as 

t h e West K u t z - P i c t u r e d C l i f f s p o o l . The p o o l o v e r on 

t h e n o r t h e a s t e r n and e a s t e r n q u a d r a n t o f t h e map 

c o n s i s t s o f t h e B a l l a r d P i c t u r e d C l i f f s p o o l . 

Q. I d e n t i f y f o r us t h e t h r e e t r a c t s o r s p a c i n g 

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

s t a r t i n g o f f w i t h t h e s p a c i n g u n i t f o r U n i t W e l l 549. 

A. Yes. A g a i n , i f y o u ' l l l o o k t o t h e 

n o r t h e a s t e r n q u a d r a n t , y o u ' l l see t h e brown h a s h i n g 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 
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t h a t r u n s on a n o r t h w e s t - s o u t h e a s t t r e n d -- d i r e c t i o n , 

I mean. I t ' s i n s e c t i o n 33 o f — l e t me g e t you t h e 

c o r r e c t t o w n s h i p and ra n g e f o r t h a t --• 

MR. KELLAHIN: I t ' s on page two o f t h e 

a p p l i c a t i o n , p a r a g r a p h t h r e e . 

A. Yes. T h a t d r i l l b l o c k i s t h e d r i l l b l o c k t h a t 

we're p r o p o s i n g f o r t h e H u e r f a n o U n i t Number 549 W e l l . 

And i t ' s l o c a t e d s e c t i o n 3327 n o r t h 10 w e s t . I f y o u ' l l 

l o o k down t o t h e e a s t e r n p a r t o f t h e u n i t , a g a i n 

l o o k i n g f o r t h e brown F r u i t l a n d D r i l l b l o c k h a t c h i n g 

w h i c h i s o v e r l a i d t h e P i c t u r e d C l i f f s p o o l i n t h i s 

i n s t a n c e , i n s e c t i o n s 23 and 26, 26 n o r t h 9 w e s t , you 

w i l l f i n d i n s e c t i o n 23 -- I'm s o r r y , i n s e c t i o n 26, 

y o u ' l l f i n d t h e H u e r f a n o U n i t Number 59 W e l l . And i n 

s e c t i o n 23 y o u ' l l f i n d t h e H u e r f a n o U n i t Number 46 

W e l l . 

B o t h o f t h e 46 W e l l and t h e 59 W e l l a r e 

e x i s t i n g F r u i t l a n d I'm s o r r y -- e x i s t i n g P i c t u r e d 

C l i f f s w e l l s i n w h i c h we a r e p r o p o s i n g t o commingle and 

r e c o m p l e t e w i t h t h e F r u i t l a n d C o a l f o r m a t i o n . The 

Number 549 W e l l t h a t I spoke o f p r e v i o u s l y i s a new 

w e l l t h a t we w i l l d r i l l , t e s t , and h o p e f u l l y c o m m i n g l e 

b o t h t h e F r u i t l a n d and t h e P i c t u r e d C l i f f s f o r m a t i o n s . 

Q. A r e t h e r e any e x i s t i n g F r u i t l a n d c o a l - g a s 

w e l l s p a c i n g u n i t s w i t h i n t h e u n i t a r e a ? 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 
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A. Yes t h e r e a r e . And more p a r t i c u l a r l y , t h e r e 

i s one F r u i t l a n d -- you w i l l see i t on t h e map. Th e r e 

i s a F r u i t l a n d p a r t i c i p a t i n g a r e a . The i n i t i a l 

p a r t i c i p a t i n g a r e a t h a t was e s t a b l i s h e d , e f f e c t i v e 4/24 

of 189 . 

Q. C u r r e n t l y t h a t c o n s i s t s o f a s i n g l e 360 --

320 a c r e h a l f s e c t i o n s p a c i n g u n i t i n s e c t i o n 26, i s 

i t , o f 26 n o r t h 9 west? 

A. B a s i n 28. These numbers a r e a l i t t l e b i t 

h a r d t o r e a d -- o f 26 and 9. I b e l i e v e t h a t ' s r i g h t . 

Yes . 

Q. On a p r i o r o c c a s i o n has t h e D i v i s i o n 

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

a u t h o r i z i n g downhole c o m m i n g l i n g f o r any o f t h e o t h e r 

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

A. Yes, we do have an o r d e r t h a t a u t h o r i z e d us 

t o commingle t h e Mesa Verde and Da k o t a f o r m a t i o n s . And 

f o r t h a t r e f e r e n c e you can r e f e r t o o r d e r number 

R-9711 . 

MR. KELLAHIN: Mr. E x a m i n e r , h e r e ' s a copy 

o f t h a t p r i o r i t y . 

EXAMINER STOGNER: I s t h i s p a r t o f t h e 

e x h i b i t t o d a y ? 

MR. KELLAHIN: No. T h e y ' r e j u s t a r e f e r e n c e 

f o r y ou t o i n d i c a t e what we've done i n t h e r e c e n t p a s t 

CUMBRE COURT REPORTING 
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f o r c o m m i n g l i n g . 

EXAMINER STOGNER: I ' l l make a d m i n i s t r a t i v e 

n o t i c e o f o r d e r number R-9711. 

MR. KELLAHIN: Thank y o u , s i r . 

Q. (BY MR. KELLAHIN) Summarize f o r u s , w i t h i n 

t h e c o n t e x t o f t h e u n i t , what y o u ' r e s e e k i n g w i t h t h i s 

a p p l i c a t i o n , Mr. A l e x a n d e r . 

A. We're s e e k i n g t o commingle t h e F r u i t l a n d and 

P i c t u r e d C l i f f s f o r m a t i o n s . And t h e 46 and 59 W e l l s , as 

I m e n t i o n e d p r e v i o u s l y , t h o s e a r e c u r r e n t l y e x i s t i n g 

w e l l s c o m p l e t e d i n t h e P i c t u r e d C l i f f s . And we w o u l d 

l i k e t o go ahead and c o m p l e t e t h e F r u i t l a n d C o a l and 

commingle t h o s e r e s e r v o i r s . We a l s o w o u l d l i k e t o 

d r i l l a new w e l l , t h e Number 549 W e l l . And a g a i n , we 

w o u l d l i k e t o commingle t h e P i c t u r e d C l i f f s and t h e 

F r u i t l a n d C o a l f o r m a t i o n i n t h a t w e l l . 

A l l o f t h e s e w e l l s a r e w i t h i n t h e c o n f i n e s 

o f t h e H u e r f a n o U n i t . We do have d i f f e r e n t o w n e r s h i p 

i n t h e H u e r f a n o U n i t b e c a u s e , as you can see, we a r e 

d e a l i n g w i t h an e x i s t i n g P i c t u r e d C l i f f s p a r t i c i p a t i n g 

a r e a . And we a r e a l s o d e a l i n g w i t h d r i l l b l o c k i n t e r e s t 

on t h e F r u i t l a n d C o a l f o r m a t i o n . 

Q. A r e you a l s o s e e k i n g an a d m i n i s t r a t i v e 

p r o v i s i o n f r o m t h e D i v i s i o n so t h a t f u t u r e a p p l i c a t i o n s 

f o r d ownhole c o m m i n g l i n g can be p r o c e s s e d 
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a d m i n i s t r a t i v e l y w i t h o u t t h e n e c e s s i t y o f n o t i c e o f 

h e a r i n g ? 

A. Yes, we a r e . 

Q. And t h a t w o u l d be f o r t h e two f o r m a t i o n s 

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

P i c t u r e d C l i f f be i n t h e B a l l a r d P i c t u r e d C l i f f o r t h e 

West K u t z - P i c t u r e d C l i f f ? 

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

Q. L e t ' s t u r n now t o t h e s u b j e c t o f t h e 

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

t h e i d e n t i t y o f t h o s e o p e r a t o r s and t h e n o t i f i c a t i o n o f 

t h i s a p p l i c a t i o n t o t h o s e o p e r a t o r s . B e h i n d w h i c h t a b 

number w i l l we f i n d t h a t i n f o r m a t i o n ? 

A. B e h i n d E x h i b i t Tab B, we have p r o v i d e d p l a t s 

f o r each o f t h e w e l l s t h a t we a r e d i s c u s s i n g t h i s 

m o r n i n g . And on t h o s e p l a t s -- t h e y ' r e n o n s e c t i o n a r y 

p l a t s -- you w i l l see t h e o f f s e t o w n e r s / o p e r a t o r s 

i l l u s t r a t e d by a l p h a b e t i c l e t t e r s . And t h e n a t t h e 

b o t t o m o f t h e page, o r on t h e n e x t page as t h e case may 

be, f o r each o f t h e e x h i b i t s we have i n d e x e d t h a t 

a l p h a b e t i c l e t t e r w i t h t h e a p p r o p r i a t e p a r t y t h a t we 

have n o t i f i e d i n t h i s c a s e . 

Q. Have you r e c e i v e d any o b j e c t i o n f r o m any o f 

t h e o f f s e t t i n g o p e r a t o r s t h a t were n o t i f i e d o f t h i s 

h e a r i n g ? 
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A. We have n o t r e c e i v e d an o b j e c t i o n f r o m any 

o f t h e owners o r o p e r a t o r s t h a t we have n o t i f i e d i n 

t h i s a p p l i c a t i o n . 

Q. L e t ' s t u r n now t o t h e t o p i c o f t h e i n t e r e s t 

owners w i t h i n t h e u n i t a r e a t h a t w i l l s h a r e i n t h e 

p r o d u c t i o n f r o m y o u r p o o l . F i r s t o f a l l , how have you 

i d e n t i f i e d t h o s e owners? 

A. I n o r d e r t o i d e n t i f y a l l o f t h e p a r t i e s --

and we were n o t so c o n c e r n e d w i t h o v e r i d e n t i f i c a t i o n , 

b u t we w a n t e d t o make s u r e t h a t we d i d g e t e v e r y b o d y 

i d e n t i f i e d . I f you l o o k b e h i n d E x h i b i t Tab Number C, 

you w i l l see l i s t i n g -- c o m p u t e r l i s t i n g t h a t we 

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

o f t h e owners t h a t we c u r r e n t l y have on pay i n t h e 

H u e r f a n o U n i t f o r t h e P i c t u r e d C l i f f s f o r m a t i o n , t h e 

F r u i t l a n d f o r m a t i o n and t h e Dakota f o r m a t i o n . 

Most o f t h e i n t e r e s t i n t h e H u e r f a n o U n i t i s 

s i m i l a r t h r o u g h t h e — a l l o f t h e d e p t h s down t h r o u g h 

t h e D a k o t a and each o f t h e t r a c t s . So i n t h i s way we 

were a b l e t o l o c a t e , i d e n t i f y and r e c e i v e — we have a 

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

r o y a l t i e s , o v e r r i d e s and w o r k i n g i n t e r e s t o w n e r s . 

Q. Have you caused n o t i f i c a t i o n t o be s e n t t o 

a l l t h o s e i n t e r e s t owners t h a t w o u l d s h a r e i n 

p r o d u c t i o n e i t h e r f r o m t h e F r u i t l a n d f o r m a t i o n c o a l - g a s 
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p r o d u c t i o n o r t h e P i c t u r e d C l i f f s f o r m a t i o n p r o d u c t i o n ? 

A. Yes, we have. 

Q. And how i s t h a t shown? 

A. We have c o m p i l e d a l l o f t h o s e p a r t i e s and 

t a k e n o u t t h e d u p l i c a t e names t h a t we've e n c o u n t e r e d 

b e h i n d E x h i b i t Tab Number D. We have g i v e n a c o m p l e t e 

l i s t o f a l l o f t h e p a r t i e s we've n o t i f i e d . 

Q. I n c l u d i n g t h e i r a d d r e s s e s ? 

A. I n c l u d i n g t h e i r a d d r e s s e s . And we've 

a l r e a d y a l s o p r o v i d e d a copy o f t h e c e r t i f i e d m a i l 

r e c e i p t s f o r a l l o f t h e p a r t i e s . 

Q. To t h e b e s t o f y o u r k n o w l e d g e , have y o u 

r e c e i v e d any o b j e c t i o n f r o m any o f t h o s e p a r t i e s t h a t 

were n o t i f i e d ? 

A. We have n o t t o d a t e . 

Q. T u r n t o E x h i b i t E and i d e n t i f y t h a t f o r u s . 

A. E x h i b i t E i s a c e r t i f i c a t e o f m a i l i n g 

s t a t i n g t h a t we i n f a c t have n o t i f i e d a l l o f t h e 

p a r t i e s i n E x h i b i t D. 

Q. L e t ' s go back and have you g i v e us a summary 

of how t h e p a r t i c i p a t i n g a r e a s w o r k and how you expand 

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

and t h e n f o r t h e F r u i t l a n d c o a l - g a s p r o d u c t i o n ? 

A. P r o b a b l y t h e b e s t way t o t a l k a b o u t t h i s and 

i l l u s t r a t e i t i s t o go back t o E x h i b i t A. As you w i l l 
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n o t e , we have developed P i c t u r e d C l i f f s p a r t i c i p a t i n g 

a rea. We're c u r r e n t l y i n t h e 24th expansion of t h a t 

p a r t i c i p a t i n g area. The Huerfano U n i t p r o v i d e s t h a t 

t hose p a r t i c i p a t i n g areas do not i n feict have t o be 

c o n t i g u o u s . And as you w i l l see on t h e map, t h e y are 

not c o n t i g u o u s i n t h e i r e n t i r e t y . 

The o n l y F r u i t l a n d commercial w e l l we have 

t o date we have d i s c u s s e d i n t h e n o r t h h a l f of 28, 26 

n o r t h 9 west. A l l t h e w e l l s i n t h e Huerfano U n i t are 

i n i t i a l l y d r i l l e d on a d r i l l b l o c k b a s i s . And t h e r e are 

some e x c e p t i o n s i n the Huerfano U n i t , on how you can j 
i 

approach t h a t d i f f e r e n t l y . But b a s i c a l l y , t h e y ' r e 
| 

d r i l l e d on a d r i l l b l o c k b a s i s . I 
I I 

And t h e n i f t h e w e l l i s deemed commercial, j 

then t h a t w e l l i s brought i n t o t h e e x i s t i n g 

p a r t i c i p a t i n g area. Or i f we d i d not have a p r i o r | 

e x i s t i n g p a r t i c i p a t i n g area, we would c r e a t e a 

p a r t i c i p a t i n g area f o r t h a t f o r m a t i o n . We do have 

p a r t i c i p a t i n g areas f o r b o t h of t h e f o r m a t i o n s t h a t 

we're d e a l i n g w i t h t h i s morning. 

So i f these w e l l s are commercial i n the s e 

p a r t i c u l a r r e s e r v o i r s , we w i l l expand t h e a p p r o p r i a t e 

p a r t i c i p a t i n g area t o i n c l u d e these w e l l s . And t h e n 

t h e p a r t i e s i n t h a t p a r t i c i p a t i n g area as w e l l as t h e 

d r i l l b l o c k w i l l share i n a l l of t h a t p r o d u c t i o n w i t h i n 
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t h e U n i t b o u n d a r i e s . 

Q. I f t h e D i v i s i o n a p p r o v e s y o u r a p p l i c a t i o n , 

do y ou see any o p p o r t u n i t y f o r t h e v i o l a t i o n o f 

c o r r e l a t i v e r i g h t s ? 

A. No. I b e l i e v e t h e u n i t agreement f u l l y and 

a d e q u a t e l y p r o t e c t s t h e i n t e r e s t owners and has 

e v a l u a t e d t h e i s s u e o f c o r r e l a t i v e r i g h t s . So I do n o t 

see a c o r r e l a t i v e r i g h t s i s s u e w i t h i n t h e u n i t 

b o u n d a r i e s . 

Q. What does M e r i d i a n as o p e r a t o r a c h i e v e i f 

t h e D i v i s i o n a p p r o v e s an a d m i n i s t r a t i v e p r o c e d u r e by 

w h i c h f u t u r e downhole c o m m i n g l i n g s can be p r o c e s s e d 

a d m i n i s t r a t i v e l y f o r w e l l s w i t h i n t h e U n i t a r e a ? 

A. W e l l , we b e l i e v e t h a t we can make t h e 

p r o c e d u r e much l e s s complex and t i m e c o n s u m i n g f o r b o t h 

t h e c o m m i s s i o n and f o r M e r i d i a n and f o r t h e w o r k i n g 

i n t e r e s t owners i n t h a t we do n o t have t o n o t i f y a v e r y 

l a r g e q u a n t i t y o f p e o p l e e v e r y t i m e we w i s h t o p u r s u e a 

c o m m i n g l i n g o p p o r t u n i t y i n t h e s e r e s e r v o i r s . 

Q. A t t h i s p o i n t , w i t h o u t t h a t p r o c e d u r e , e v e r y 

i n d i v i d u a l downhole c o m m i n g l i n g w e l l t h a t you seek t o 

d r i l l i n t h e f u t u r e o r t o commingle i n t h e f u t u r e i s 

g o i n g t o r e q u i r e a h e a r i n g ? 

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

Q. T e c h n i c a l l y , y o u c u r r e n t l y have d i f f e r e n c e 
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i n ownership because you have d i f f e r e n c e s i n 

p a r t i c i p a t i n g areas? 

A. That i s c o r r e c t . And t h a t i s l i k e l y i n most 

a l l p r o b a b i l i t y w i l l c o n t i n u e i n t h e f u t u r e as we i 

develop these r e s e r v o i r s . 

MR. KELLAHIN: That concludes my e x a m i n a t i o n I 
j 

of Mr. Alexander. Mr. Examiner, we move t h e '• 

i n t r o d u c t i o n of h i s E x h i b i t s A t h r o u g h E. 

EXAMINER STOGNER: E x h i b i t s A t h r o u g h E w i l l ; 
i 

be a d m i t t e d i n t o e vidence. Mr. Alexande r , l o o k i n g a t 

E x h i b i t L e t t e r A, what does t h e heavy green l i n e 

r e p r e s e n t ? 

THE WITNESS: The heavy green l i n e 

r e p r e s e n t s t h e Huerfano U n i t b o u n d a r i e s . L e t me 

c l a r _ f y t h a t f o r you. That i s t h e acreage t h a t ' s 

d e d i c a t e d t o t h e Huerfano U n i t . I f you go back t o the 

o r i g i n a l Huerfano U n i t agreement, t h a t boundary 

a c t u a l l y covers o t h e r acreage t h a t was never committed 

t o t h e U n i t . So I wish t o c l a r i f y t h a t p o i n t f o r you. j 

EXAMINER STOGNER: Now l e t me make sure t h a t 

I u n d e r s t a n d . On t h e a d m i n i s t r a t i v e p r o c e d u r e , on what 

area you're r e q u e s t i n g t h a t i t c o v e r , you're s e e k i n g 

t h a t i t j u s t cover t h e P i c t u r e d C l i f f s , p a r t i c i p a t i n g 

areas and t h e two p o o l s t h a t you a l l u d e d t o only? 

THE WITNESS: No, s i r . We're a s k i n g t h a t i t 
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i n c l u d e b o t h t h e F r u i t l a n d and t h e P i c t u r e d C l i f f s 

f o r m a t i o n s . 

EXAMINER STOGNER: L e t me r e p h r a s e my 

q u e s t i o n . The a r e a i n w h i c h y o u ' r e s e e k i n g f o r t h i s 

a d m i n i s t r a t i v e p r o c e d u r e r e p r e s e n t e d on E x h i b i t A i s 

j u s t t h e r e d hash-marked a r e a s shown i n t h e n o r t h w e s t 

and t h e n o r t h e a s t p o r t i o n o f t h e U n i t t h a t a r e o n l y i n 

t h e West K u t z - P i c t u r e d C l i f f s and t h e B a l l a r d P i c t u r e d 

C l i f f s . 

THE WITNESS: No, s i r . We're a c t u a l l y -- I 

j u s t r e p r e s e n t e d t h o s e a r e a s so you w o u l d see t h e two 

p o o l s t h a t we're d e a l i n g w i t h . A c t u a l l y , t h e y ' r e one 

p a r t i c i p a t i n g a r e a . B u t we have n o t i f i e d a l l o f t h e 

owners i n t h e H u e r f a n o U n i t and i m m e d i a t e l y o f f s e t t i n g 

t h e b o u n d a r y o f t h e H u e r f a n o U n i t f o r b o t h t h e P i c t u r e d 

C l i f f s f o r m a t i o n , r e g a r d l e s s o f t h e p o o l t h a t i t ' s i n , 

and f o r t h e F r u i t l a n d f o r m a t i o n . 

So we're a s k i n g f o r an a d m i n i s t r a t i v e 

p r o c e d u r e any t i m e t h a t we w o u l d d r i l l o r commingle a 

w e l l , w h e t h e r t h a t w o u l d be a new d r i l l w e l l o r an 

e x i s t i n g w e l l t h a t we're r e c o m p l e t i n g and c o m m i n g l i n g 

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

r e g a r d l e s s o f t h e p o o l o f t h e P i c t u r e d C l i f f s , t h a t we 

be g r a n t e d an a d m i n i s t r a t i v e p r o c e d u r e t o a c c o m p l i s h 

t h a t . Now t h a t can be anywhere w i t h i n t h e u n i t 
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b o u n d a r i e s t h a t we're a s k i n g f o r t h a t . 

EXAMINER STOGNER: And when you r e f e r t o t h e 

U n i t b o u n d a r y , y o u ' r e r e f e r r i n g t o t h e l a r g e g r e e n 

a r e a ? 

THE WITNESS: Yes, s i r , t h a t ' s c o r r e c t . 

EXAMINER STOGNER: Now l e t me make s u r e t h a t 

I u n d e r s t a n d t h i s . F o r g i v e me. Because you o n l y 

m e n t i o n e d two p o o l s . You're t a l k i n g a b o u t j u s t where 

t h o s e two p o o l s a r e i n t h e heavy g r e e n a r e a , n o t h i n g 

more? J u s t where t h o s e t wo p o o l s a r e l o c a t e d ? 

MR. KELLAHIN: No, s i r . T h a t ' s s t i l l n o t 

r i g h t . 

THE WITNESS: We're a s k i n g , any t i m e we 

w o u l d e n c o u n t e r t h e F r u i t l a n d C oal o r t h e P i c t u r e d 

C l i f f s f o r m a t i o n , r e g a r d l e s s o f w h i c h p o o l i t i s , t h a t 

we be a l l o w e d t h i s a d m i n i s t r a t i v e p r o c e d u r e as l o n g as 

t h a t w e l l i s l o c a t e d i n s i d e o f t h e H u e r f a n o U n i t 

b o u n d a r y t h a t i s i l l u s t r a t e d on E x h i b i t A. 

We do n o t i n t e n d t o ask f o r a l i m i t a t i o n 

s p e c i f i c a l l y j u s t t o t h e West K u t z and t h e B a l l a r d 

P i c t u r e d C l i f f s p o o l . We're a s k i n g t h a t f o r t h e 

P i c t u r e d C l i f f s f o r m a t i o n , r e g a r d l e s s o f what p o o l t h a t 

m i g h t e v e n t u a l l y be d e d i c a t e d t o o r i s c u r r e n t l y 

d e d i c a t e d t o . 

EXAMINER STOGNER: And y o u ' r e a l l u d i n g t o 
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t h e B a l l a r d P i c t u r e d C l i f f s and t h e West K u t z - P i c t u r e d 

C l i f f s t h e n , i n t h i s p a r t i c u l a r i n s t a n c e , was where t h e 

t h r e e w e l l s were? 

A. Yes, s i r , t h a t ' s c o r r e c t . T h a t ' s t h e o n l y 

r e a s o n we w a n t e d t o d e s c r i b e t h o s e , so you u n d e r s t o o d 

w h i c h p o o l s we were a c t u a l l y d e a l i n g w i t h t o d a y . We 

d i d n o t i n t e n d t h a t t o be a l i m i t a t i o n on t h e 

a d m i n i s t r a t i v e p r o c e d u r e . 

EXAMINER STOGNER: Do you know i f any o f t h e 

P i c t u r e d C l i f f s p o o l s t h a t a r e w i t h i n t h i s U n i t a r e a 

r e p r e s e n t e d on E x h i b i t A a r e p r o r a t e d u n d e r R-80RA-170 

t h e gas p r o r a t i o n r u l e s and r e g u l a t i o n s ? 

THE WITNESS: N e i t h e r t h e -- t o o u r 

knowledge -- n e i t h e r t h e West K u t z n o r t h e B a l l a r d a r e 

p r o r a t e d p o o l s . I do n o t b e l i e v e t h a t we a r e d e a l i n g 

w i t h a p r o r a t e d p o o l i n t h e H u e r f a n o U n i t b o u n d a r y . 

EXAMINER STOGNER: How a b o u t t h e o t h e r two 

p o o l s t h a t a r e r e p r e s e n t e d -- two P i c t u r e d C l i f f p o o l s 

t h a t a r e r e p r e s e n t e d i n t h e U n i t b o u n d a r y . 

THE WITNESS: I d o n ' t b e l i e v e we're d e a l i n g 

w i t h a -- I have n o t made a s t u d y o f t h e o t h e r P i c t u r e d 

C l i f f s p o o l s t o t e l l y ou t h a t e x a c t l y . B u t I do n o t 

b e l i e v e t h a t we're d e a l i n g w i t h a p r o r a t e d P i c t u r e d 

C l i f f s gas p o o l i n t h e U n i t b o u n d a r y . 

EXAMINER STOGNER: And n e i t h e r a t t h i s t i m e 
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i s t h e B a s i n F r u i t l a n d C o a l , i s t h a t p r o r a t e d e i t h e r ; 

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

THE WITNESS: No, s i r , i t i s c u r r e n t l y n o t 

p r o r a t e d . 

EXAMINER STOGNER: I n a n u t s h e l l , what do 

you — o r p e r h a p s t h i s i s t h e wrong w i t n e s s — see t h a t 

t h e a d m i n i s t r a t i v e p r o c e d u r e — how w o u l d t h a t change 

f r o m what we a l r e a d y have i n t h e g e n e r a l R u l e 303-C? 

THE WITNESS: The b a s i c change i s t h a t s i n c e 

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

u n i t , we w i l l n e a r l y a l w a y s be d e a l i n g w i t h d i v e r s e 

o w n e r s h i p s i n t h e d r i l l b l o c k s where t h e w e l l s a r e 

d r i l l e d . Because y o u ' r e p r o b a b l y d e a l i n g w i t h a 

p a r t i c i p a t i n g a r e a such as we're d e a l i n g w i t h , w i t h two 

o f t h e w e l l s t h i s m o r n i n g , f o r one f o r m a t i o n such as 

t h e P i c t u r e d C l i f f s f o r m a t i o n . 

And t h e n t h e F r u i t l a n d C o a l , s i n c e we have a 

v e r y s m a l l p a r t i c i p a t i n g a r e a t h e r e . And even i f we 

had a l a r g e r p a r t i c i p a t i n g a r e a , y o u ' r e g o i n g t o be 

d e a l i n g w i t h t w o s e p a r a t e p a r t i c i p a t i n g a r e a s w h i c h 

i n v o l v e two s e t s o f o w n e r s h i p s i n n e a r l y a l l c a s e s . So 

t h e r e f o r e , we w o u l d have t o come t o h e a r i n g because we 

have d i v e r s e o w n e r s h i p s i n each and e v e r y case i f we 

d i d n ' t g e t t h e a d m i n i s t r a t i v e p r o c e d u r e t o h a n d l e t h i s . 

MR. KELLAHIN: T h a t ' s t h e o n l y change, Mr. 
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E x a m i n e r , f r o m t h e Rule 303 A d m i n i s t r a t i v e P r o c e s s i n g . 

W e ' l l meet a l l t h e o t h e r r e q u i r e m e n t s , b u t we want a 

w a i v e r on t h a t p a r t t h a t d e a l s w i t h d i v e r s e o w n e r s h i p . 

EXAMINER STOGNER: W i t h a l l o t h e r 

r e q u i r e m e n t s i n 303-C b e i n g a p p l i c a b l e ? 

THE WITNESS: Yes, s i r , t h a t ' s c o r r e c t . 

EXAMINER STOGNER: When I r e f e r t o E x h i b i t 

I guess E x h i b i t s C and B and E x h i b i t D b e i n g t h e 

r e t u r n r e c e i p t s and n o t i f i c a t i o n l i s t , does E x h i b i t D, 

t h e m a i l i n g l i s t , r e p r e s e n t y o u r E x h i b i t C, t h e d i v e r s e 

i n t e r e s t s ? 

THE WITNESS: I t r e p r e s e n t s t h a t , and i t 

r e p r e s e n t s t h e owners t h a t a r e l o c a t e d i m m e d i a t e l y 

o u t s i d e o f t h e u n i t b o u n d a r y . The E x h i b i t C l i s t s 

r e p r e s e n t t h o s e p a r t i e s t h a t a r e c u r r e n t l y owners i n 

t h e H u e r f a n o U n i t . I n t h e v a r i o u s p a r t i c i p a t i n g 

a r e a s . 

EXAMINER STOGNER: J u s t r e f e r r i n g t o t h e 

l i s t o f E x h i b i t D, o f p e o p l e t h a t were n o t i f i e d , d i d 

M e r i d i a n r e c e i v e any n e g a t i v e comments o r o b j e c t i o n s t o 

t h i s p r o p o s e d p r o c e d u r e ? 

THE WITNESS: No, s i r . Not f r o m t h e l i s t o f 

t h e s e p a r t i e s a r e l i s t e d on — b e h i n d E x h i b i t D. We 

d i d r e c e i v e an i n q u i r y f r o m t h e Gas Company o f New 

M e x i c o . B u t t h e y ' r e n o t l i s t e d as an owner on E x h i b i t 
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D, and we do n o t b e l i e v e t h e y i n f a c t do own an 

o w n e r s h i p anywhere w i t h i n t h e H u e r f a n o U n i t . T h a t ' s 

t h e o n l y i n q u i r y t h a t we d i d r e c e i v e a b o u t t h i s 

a p p l i c a t i o n , was f r o m t h e Gas Company o f New M e x i c o . 

EXAMINER STOGNER: I have no f u r t h e r 

q u e s t i o n s o f Mr. A l e x a n d e r a t t h i s t i m e , Mr. K e l l a h i n . 

Do you have any a d d i t i o n a l q u e s t i o n s ? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: Does anybody e l s e have | 
I 
I 

any q u e s t i o n s o f Mr. A l e x a n d e r ? I f n o t , you may be j 
i I 

e x c u s e d . Mr. K e l l a h i n ? | 

I 
MR. KELLAHIN: I ' d l i k e t o c a l l Mr. S c o t t 

Daves. 

SCOTT DAVES, 

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 j 
! 

BY MR. KELLAHIN: 

Q. Mr. Daves, w o u l d 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 S c o t t Daves. I am a r e s e r v o i r 

e n g i n e e r w i t h M e r i d i a n o i l . 

Q. Mr. Daves, 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 e n g i n e e r b e f o r e t h e D i v i s i o n ? 

A. Yes, I have. 
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Q. I n a d d i t i o n , have you t e s t i f i e d i n p r i o r 

c ases c o n c e r n i n g downhole c o m m i n g l i n g o f v a r i o u s p o o l s 

w i t h a p p r o v a l o f t h e D i v i s i o n ? 

A. Yes, I have. 

Q. Have you i n t h e p a s t w o r k e d on a l l o c a t i o n 

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

D i v i s i o n i n w h i c h you were a l l o c a t i n g F r u i t l a n d 

c o a l - g a s p r o d u c t i o n w i t h some o t h e r r e s e r v o i r ? 

A. Yes, I have. 

Q. And p u r s u a n t t o y o u r employment as a 

r e s e r v o i r e n g i n e e r , have you a c c o m p l i s h e d t h o s e d u t i e s 

w i t h r e g a r d t o t h i s case? 

A. Yes, I have. 

MR. KELLAHIN: We t e n d e r Mr. Daves as an 

e x p e r t r e s e r v o i r e n g i n e e r . 

EXAMINER STOGNER: Mr. Daves i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) L e t me have you t u r n t o 

E x h i b i t A and l e t ' s j u s t use t h a t as an i l l u s t r a t i o n . 

L e t ' s t a l k f i r s t a b o u t t h e r e s e r v o i r a s p e c t s o f t h e 

P i c t u r e d C l i f f s f o r m a t i o n . G i v e us a g e n e r a l sense o f 

where we a r e w i t h r e g a r d s t o t h e two p o o l s t h a t a r e 

b e i n g d e v e l o p e d i n p o r t i o n s o f t h e u n i t and t e l l us 

what you see t h e o b j e c t i v e o f M e r i d i a n i s w i t h a p p r o v a l 

o f t h i s a p p l i c a t i o n i n s o f a r as i t a f f e c t s t h e P i c t u r e d 
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C l i f f s . 

A. Where we see t h e P i c t u r e d C l i f f s r i g h t now 

i s , i t ' s b a s i c a l l y a somewhat d e p l e t e d r e s e r v o i r where 

t h e r e s e r v o i r p r e s s u r e s a r e a t o r b e l o w t y p i c a l 

p i p e l i n e p r e s s u r e s i n t h e a r e a . And i t ' s a s a n d s t o n e 

r e s e r v o i r , b a s i c a l l y i t ' s d r i v e n by gas d e p l e t i o n . 

Q. When you l o o k o v e r a t t h e B a l l a r d P i c t u r e d 

C l i f f s on t h e e a s t e r n edge — n o r t h e a s t e r n edge o f t h e 

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

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

p r o d u c t i o n o u t o f t h e P i c t u r e d C l i f f w i t h i n t h e u n i t 

a r ea ? 

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

p r o d u c e gas. Th e r e a r e no l i q u i d s t h a t a r e p r o d u c e d 

w i t h them. They a r e a t -- i n t h e n e i g h b o r h o o d o f 175 

t o 200 pounds o f r e s e r v o i r p r e s s u r e . And t h e r e a g a i n , 

t h e y do p r o d u c e when l i n e p r e s s u r e s a r e l o w enough t o 

p r o d u c e . 

Q. To t a k e t h e two e x a m p l e s , W e l l 46 and 59 

w h i c h a r e e x i s t i n g PC w e l l s , and t o r e c o m p l e t e them so 

t h a t t h e y ' r e downhole c o m m i n g l e d w i t h t h e F r u i t l a n d 

c o a l - g a s p r o d u c t i o n , what a r e you a t t e m p t i n g t o a t t a i n ? 

A. What we're a t t e m p t i n g t o a t t a i n i n t h e s e t w o 

cases i s a commi n g l e t h a t w i l l a l l o w us t o p r o d u c e t h e 

e x i s t i n g r e s e r v e s t h a t a r e i n t h e P i c t u r e d C l i f f s down 
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t o an abandonment and a l s o p r o d u c e t h e F r u i t l a n d 

c o a l - g a s t h a t i s a s s o c i a t e d w i t h t h o s e c o a l r e s e r v o i r s . 

Q. Can you a c c o m p l i s h t h a t w i t h s e p a r a t e 

w e l l b o r e s ? 

A. No. I t ' s uneconomic t o do t h a t . 

Q. As you move i n t o t h e P i c t u r e d C l i f f s a r e a 

f o r t h e West K u t z , i s t h e r e any s i g n i f i c a n t d i f f e r e n c e 

w i t h t h e r e s e r v o i r p r e s s u r e between t h e two a r e a s ? 

A. No. No, t h e y ' r e v e r y s i m i l a r . 

Q. When you t a l k a b o u t a new d r i l l , t o d r i l l a 

w e l l i n i t i a l l y t o be downhole c o m m i n g l e d w i t h P i c t u r e d 

C l i f f s and F r u i t l a n d p r o d u c t i o n s , what a r e you 

a c h i e v i n g w i t h t h a t c o n f i g u r a t i o n t h a t you c a n n o t 

o b t a i n i f you were t o d r i l l t h o s e two p o o l s s e p a r a t e l y ? 

A. An economic w e l l b o r e . An economic p r o j e c t . 

Q. D e s c r i b e f o r us what t h e g e n e r a l r a n g e s o f 

t h e economics a r e . 

A. I n a P i c t u r e d C l i f f s w e l l , t h e c o s t t o d r i l l 

one o f t h e s e i s such t h a t i t w o u l d t a k e a w e l l t h a t had 

a p p r o x i m a t e l y 750 m i l l i o n c u b i c f e e t o f gas a t an 

i n i t i a l r a t e o f 300 MCF a day t o make i t an economic 

p r o j e c t . 

EXAMINER STOGNER: I'm s o r r y . What was t h a t 

d a i l y r a t e ? 

A. 250 t o 300 MCF a day. 
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EXAMINER STOGNER: I'm s o r r y . Go ahead. 

THE WITNESS: T h a t ' s a l l r : . g h t . 

Q. (BY MR. KELLAHIN) Do you e x p e c t t o see 

i n i t i a l l y d r i l l e d w e l l s w i t h i n t h e u n i t a r e a i n t h e 

P i c t u r e d C l i f f s t o have t h a t l e v e l o f p r o d u c t i v i t y ? 

A. P r o b a b l y n o t . 

Q. Does t h i s r e p r e s e n t a s a l v a g e o p p o r t u n i t y 

f o r t h e u n i t owners t o a c h i e v e a d d i t i o n a l P i c t u r e d 

C l i f f p r o d u c t i o n t h a t t h e y m i g h t n o t o t h e r w i s e a c h i e v e ? 

A. E x a c t l y . 

Q. T u r n y o u r a t t e n t i o n now t o t h e F r u i t l a n d 

C o a l . What's t h e o p p o r t u n i t y t h e r e f o r F r u i t l a n d 

c o a l - g a s w e l l s and why a r e you i n c l u d i n g t h a t t h e n w i t h 

t h e P i c t u r e d C l i f f s f o r c o m m i n g l i n g p u r p o s e s ? 

A. P r i m a r i l y , t h e f i r s t t h i n g t h a t we n o t i c e i s 

t h a t t h e f o r m a t i o n s a r e v e r y c l o s e t o g e t h e r . You can 

d r i l l a s i n g l e w e l l b o r e t h a t w i l l a l l o w y ou t o g e t a t 

b o t h r e s e r v o i r s . And t h e n t o be a b l e t o p r o d u c e them 

t o g e t h e r i s a -- can you r e s t a t e t h a t q u e s t i o n ? 

Q. S u r e . On t h e F r u i t l a n d C o a l , d e s c r i b e f o r 

us why you c a n ' t s u c c e s s f u l l y p r o d u c e t h a t r e s e r v o i r 

w i t h a s t a n d - a l o n e w e l l d r i l l t o t h e F r u i t l a n d Coal? 

A. Oh, okay. So f a r t h e r e s u l t s t h a t we've had 

i n t h e H u e r f a n o U n i t have been r e a l m i x e d . Some w e l l s 

have been v e r y s u c c e s s f u l . T h e r e was a c o m m e r c i a l w e l l 
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-- one w e l l o u t o f t h e e n t i r e u n i t t h a t i s deemed 

c o m m e r c i a l a t t h i s p o i n t i n t i m e . Now t h e r e may be 

o t h e r s u l t i m a t e l y t h a t a r e . We're h o p i n g t h a t t h e s e 

w i l l be. But a t t h i s p o i n t , t h e y ' r e n o t c o m m e r c i a l . 

Q. I s i t r e a s o n a b l e f r o m a r e s e r v o i r management 

p e r s p e c t i v e t o add t h e P i c t u r e d C l i f f s i n t o t h e 

F r u i t l a n d C o a l w e l l b o r e and p r o d u c e b o t h o f t h e 

r e s e r v o i r s i n a co m m i n g l e d w e l l b o r e ? 

A. Yes . 

Q. T h a t i s an a c c e p t a b l e , e f f i c i e n t way o f 

p r o d u c i n g t h o s e p o o l s ? 

A. Yes, s i r . 

Q. Do you see any p r e s s u r e d i f f e r e n t i a l ? 

A. S l i g h t . Maybe 100 pounds o f p r e s s u r e 

d i f f e r e n t i a l . 

Q. I t ' s g o i n g t o be w i t h i n 50 p e r c e n t ? 

A. R i g h t , r i g h t . 

Q. A r e t h e r e any f l u i d i n c o m p a t i b i l i t i e s t h a t 

you see? 

A. No, no. 

Q. Any k i n d o f w a t e r p r o b l e m s w i t h e i t h e r p o o l ? 

A. No. 

Q. You've done t h i s b e f o r e , w i t h o t h e r s p e c i f i c 

w e l l s , have you n o t ? 

A. R i g h t . 
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Q. Has t h e c o m m i n g l i n g p r o g r a m been a s u c c e s s 

f o r y o u r company? 

A. So f a r . 

Q. L e t ' s t u r n now t o t h e s p e c i f i c s o f W e l l 46. 

L e t me have you t u r n back t o E x h i b i t B, and l e t ' s l o o k 

a t t h e f i r s t d i s p l a y b e h i n d E x h i b i t N. Gi v e t h e 

Examiner y o u r e x p l a n a t i o n o f t h e w e l l b o r e s c h e m a t i c o r 

t h e i l l u s t r a t i o n f o r W e l l 46 so he can see what you 

p r o p o s e t o do w i t h t h e w e l l . 

A. Okay. On t h e l e f t - h a n d s i d e , t h e w e l l b o r e 

d i a g r a m you see t h e r e i s what i s c u r r e n t l y i n p l a c e . 

The way t h a t w e l l was c o m p l e t e d i s a d r i l l t o r i g h t 

above t h e P i c t u r e d C l i f f s f o r m a t i o n . They s e t c a s i n g 

and t h e n t h e y moved o f f w i t h t h e d r i l l i n g r i g and t h e y 

came back on w i t h a c a b l e t o o l . They d r i l l e d o u t t h e 

f i n a l 2 0 0 - p l u s f e e t and t h e n t h e y d i d a s a n d / w a t e r f r a c 

and t h e w e l l i s p r o d u c e d l i k e t h a t s i n c e . 

Q. And how w o u l d you change t h e c o n f i g u r a t i o n 

t o add i n t h e F r u i t l a n d c o a l - g a s p r o d u c t i o n ? 

A. The o n l y t h i n g t h a t w e ' l l do d i f f e r e n t l y i s 

t h a t we w i l l t e s t t h e c a s i n g t o insures i t s i n t e g r i t y . 

And t h e n we w i l l move u p h i l l and p e r f o r a t e and f r a c t u r e 

s t i m u l a t e t h e F r u i t l a n d C o a l and t h e n we w i l l c o mmingle 

t h e t w o . 

Q. T u r n now t o t h e s c h e m a t i c f o r W e l l 59 w h i c h 
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i s t h e n e x t d i s p l a y and i d e n t i f y and d e s c r i b e t h a t f o r 

us ? 

A. S l i g h t l y d i f f e r e n t p r o c e d u r e h e r e . Here 

t h e y d r i l l t o a t o t a l d e p t h and t h e n t h e y r a n c a s i n g 

and cemented i t . And t h e n t h e y p e r f o r a t e d t h e P i c t u r e d 

C l i f f s and t h e n t h e y f r a c t u r e s t i m u l a t e d i t . And h e r e 

a g a i n , t h e o n l y t h i n g t h a t we w i l l do i s , we w i l l a g a i n 

t e s t t h e i n t e g r i t y o f t h e c a s i n g and i n s u r e i t ' s 

s u i t a b l e . And t h e n we w o u l d p e r f o r a t e and f r a c t u r e 

s t i m u l a t e t h e F r u i t l a n d C o a l . 

Q. You d o n ' t have an i l l u s t r a t i o n o f what you 

p r o p o s e t o do w i t h t h e t h i r d w e l l ? 

A. The H u e r f a n o 549? 

Q . 549? 

A. I t w o u l d be a l m o s t i d e n t i c a l t o t h i s r i g h t 

h e r e , t h e a f t e r p i c t u r e , w h i c h w o u l d be t h e one on t h e 

r i g h t , o n l y we w o u l d f r a c t u r e s t i m u l a t e t h e P i c t u r e d 

C l i f f s f i r s t . And t h e n we w o u l d move up and w e ' l l 

f r a c t u r e s t i m u l a t e t h e F r u i t l a n d C o a l . 

Q. Have y o u r e v i e w e d t h e g e o l o g i c i n f o r m a t i o n 

t h a t has been p r e p a r e d by M e r i d i a n g e o l o g i s t s 

c o n c e r n i n g t h e mapping o f b o t h t h e F r u i t l a n d C o a l and 

t h e P i c t u r e d C l i f f s r e s e r v o i r s w i t h i n t h e u n i t 

b o u n d a r y ? 

A. Yes, I have. 
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Q. As a r e s e r v o i r e n g i n e e r , do y ou see any 

o p p o r t u n i t y t h a t t h e P i c t u r e d C l i f f s w e l l d r i l l e d 

w i t h i n t h e u n i t b o u n d a r y w i l l be any d i f f e r e n t t h a n t h e 

k i n d s o f P i c t u r e d C l i f f s w e l l s t h a t a r e c u r r e n t l y 

p r o d u c i n g w i t h i n t h a t b o u n d a r y ? 

A. No. They s h o u l d be i d e n t i c a l . 

Q. You d o n ' t see an o p p o r t u n i t y f o r a new 

w o n d e r f u l P i c t u r e d C l i f f s r e s e r v o i r w i t h i n t h e u n i t 

b o u n d a r y t h a t can j u s t i f y i t s e l f on s t a n d - a l o n e w e l l s ? 

A. No. We've l o o k e d a t t h e P i c t u r e d C l i f f s 

q u i t e e x t e n s i v e l y i n t h i s a r e a , and t h a t ' s j u s t n o t 

f e a s i b l e , I w o u l d say. 

Q. What p o r t i o n o f t h e c o a l a r e we i n i n t h e 

H u e r f a n o U n i t ? Where a r e we l o c a t e d ? 

A. I n t h e u n d e r - p r e s s u r e d areet, t y p i c a l 

p r e s s u r e s r a n g e f r o m 300 t o 400 pounds;. I t ' s a d r y 

F r u i t l a n d C oal I guess you c o u l d c a l l i t , r e l a t i v e l y 

s p e a k i n g , t o some o f t h e a r e a s t o t h e n o r t h where you 

p r o d u c e w a t e r . These C o a l s do n o t p r o d u c e w a t e r . 

Q. Have you d e v e l o p e d a p r o p o s a l f o r t h e 

Examiner c o n c e r n i n g an a l l o c a t i o n f o r m u l a ? 

A. Yes, I have. T h a t ' s E x h i b i t 0. 

Q. L e t ' s t u r n t o E x h i b i t 0. L e t ' s l o o k f i r s t , 

i f you w i l l , a t t h e H u e r f a n o U n i t 46 a l l o c a t i o n 

f o r m u l a . D e s c r i b e f o r us y o u r method, and t h e n w e ' l l 
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t a l k a b o u t t h e s p e c i f i c d e t a i l s . 

A. Okay. The method f o r t h e two r e c o m p l e t i o n s 

was e s s e n t i a l l y -- you have e x i s t i n g p r o d u c t i o n f o r 

each o f t h e s e w e l l s , and t h e r e ' s a d e c l i n e c u r v e f o r 

each two pages b a c k . 

EXAMINER STOGNER: Excuse me j u s t f o r a 

second. 

THE WITNESS: What a l l o f t h e f i r s t p a r t o f 

t h i s e x h i b i t shows i s b a s i c a l l y a m a t h e m a t i c a l 

d e r i v a t i o n o f t h e l i n e t h a t you see on t h e --

MR. KELLAHIN: L e t me c a t c h up w i t h y o u . 

You're on t h e t h i r d page b a c k , y o u ' r e l o o k i n g a t t h e 

p r o d u c t i o n quad and t h e n t h e f o r e c a s t f o r t h e 46 W e l l ? 

A. R i g h t . 

Q. (BY MR. KELLAHIN) L e t ' s l o o k a t t h a t f o r a 

moment. D e s c r i b e f o r us what you see. 

A. What you have h e r e i s , t h i s i s t h e H u e r f a n o 

U n i t Number 46. On t h e r i g h t - h a n d s i d e t h e r e , i n t h a t 

box, you have d i f f e r e n t v a r i a b l e s . You have a d a t e , 

c u m u l a t i v e p r o d u c t i o n s , a r e f e r e n c e d a t e o f 12/99, and 

t h e n i f you move down, w a t e r p e r month, y o u can see 

t h a t t h e w a t e r t h e r e i s n o n e x i s t e n t . Then you have a 

c u m u l a t i v e p r o d u c t i o n , a r e m a i n i n g , and t h e n an EUR 

t h e r e . 

Q. L e t ' s l o o k a t t h e r e m a i n i n g r e s e r v e s t o be 
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r e c o v e r e d . What i s t h a t volume? 

A. T h a t i s 171 m i l l i o n c u b i c f e e t . And t h e n 

t h e i n i t i a l r a t e t h a t y o u ' r e s e e i n g t h e r e i n a m o n t h l y 

i s 1077 MCF p e r month. And a l l t h e a l l o c a t i o n f o r m u l a 

w i l l do i s b a s i c a l l y f o r e c a s t t h a t l i n e t o abandonment. 

Q. Okay. Now t a k e t h a t f o r e c a s t and show us 

how you p l u g i t back i n t o a l l o c a t i o n f o r m u l a . 

A. Okay. I f you f o l l o w t h r o u g h h e r e , what i t 

does i s , i t t a k e s t h e l a s t p r o d u c i n g r a t e p r i o r t o 

r e c o m p l e t i o n and t h e n i t goes t h r o u g h t h e d e c l i n e 

m e t h o d o l o g y t h e r e where t h e d e c l i n e i s e q u a l t o one 

minus t h e r a t e -- c u r r e n t r a t e d i v i d e d by t h e i n i t i a l 

r a t e . And t h e u n i t s — and t h a t ' s r a i s e d t o t h e one 

o v e r y e a r s . 

And Q2 i s t h e r a t e t h a t ' s a t any f u t u r e 

d a t e . And QI i s t h e c u r r e n t r a t e a t MCF p e r day. And 

t h e n t h a t e q u a t i o n t a k e s you where you can c a l c u l a t e , 

a t any g i v e n p o i n t , what t h e r a t e s h o u l d be. 

Q. Then what do you do? 

A. T h a t a l l o w s you t o , a t any p o i n t i n t i m e , 

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

t h e r a t e s h o u l d be p e r month. 

Q. Once you've e s t a b l i s h e d by y o u r c a l c u l a t i o n 

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

w hat do you do a b o u t t h e F r u i t l a n d c o a l - g a s ? 
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A. The F r u i t l a n d c o a l - g a s w i l l be any gas above 

and beyond t h a t m o n t h l y p r o j e c t i o n . So i f you go 

t h r o u g h t h i s , w hat i t ' s s a y i n g a t t h e b o t t o m h e r e i s 

t h a t t h e F r u i t l a n d C o a l p r o d u c t i o n i s e q u a l t o t h e 

t o t a l p r o d u c t i o n minus t h a t p r o j e c t e d P i c t u r e d C l i f f 

p r o d u c t i o n . And t h a t t h e t o t a l i s e q u a l t o t h e 

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

p r o d u c t i o n . 

Q. T h a t p o r t i o n o f t h e a l l o c a t i o n f o r m u l a 

a t t r i b u t i n g gas t o t h e P i c t u r e d C l i f f s i s t a k e n f r o m 

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

A. E x a c t l y . 

Q. From t h i s i n d i v i d u a l w e l l ? 

A. E x a c t l y . T h a t comes r i g h t o f f t h a t d e c l i n e 

c u r v e . 

Q. L e t ' s t a k e t h i s now and l o o k a t what you do 

f o r t h e 59 W e l l ? 

A. The p r o c e s s w i l l be i d e n t i c a l . 

Q. L e t ' s t u r n t h r e e pages back t h e n and l o o k a t 

t h e p r o d u c t i o n d e c l i n e p l o t f o r t h e 59 W e l l . 

A. Okay. 

Q. D e s c r i b e f o r us what t h a t shows. 

A. What t h a t ' s s h o w i n g i s a r e f e r e n c e d a t e . 

You can see what t h e p a s t p r o d u c t i o n was. And t h a t 

s t r a i g h t l i n e i s t h e f o r e c a s t e d p r o d u c t i o n . I n t h e 
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c o l u m n on t h e r i g h t - h a n d s i d e , we have a r e m a i n i n g 

P i c t u r e d C l i f f s r e s e r v e s , t h e y e a r s t h a t i t ' s f o r e c a s t 

t o g e t t o t h o s e r e s e r v e s , and i n i t i a l r a t e and an 

e s t a b l i s h e d d e c l i n e f o r t h a t w e l l s p e c i f i c a l l y . 

Q. Once you have t h a t i n f o r m a t i o n , t h e n , t a k e 

i t back and p l u g i t i n t o t h e f o r m u l a f o r us f o r W e l l 

59 . 

A. Okay. Here a g a i n , you have an i n i t i a l r a t e , 

t h a t w o u l d be t h e t o p e q u a t i o n , t h e r e . You're t r y i n g 

t o d e t e r m i n e t h e d e c l i n e . You have an i n i t i a l r a t e , 

and a r a t e a t any g i v e n p o i n t . And one minus t h a t w i l l 

g i v e you t h e d e c l i n e . So you can d e t e r m i n e Q2 a t any 

p o i n t , w h i c h i s e q u a l t o QI t i m e s one minus t h a t 

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

And t h a t w i l l a l w a y s g i v e y ou — t h a t w i l l 

g i v e you t h e a l l o c a t e d p r o d u c t i o n f o r t h e P i c t u r e d 

C l i f f s . And t h e n t h e t o t a l p r o d u c t i o n o f t h e F r u i t l a n d 

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

a l l o c a t e d P i c t u r e d C l i f f s p r o d u c t i o n . 

Q. Now t a k e us t o an example o f a new d r i l l 

w h i c h i s t o be d r i l l e d i n i t i a l l y f o r d o w n h o l e 

c o m m i n g l i n g p u r p o s e s w i t h i n t h e u n i t . How do you g e t 

t h e i n f o r m a t i o n , t h e n , t o a t t r i b u t e a c c u r a t e v a l u e s t o 

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

A. What we t y p i c a l l y a r e l o o k i n g f o r when we do 
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a new d r i l l i s , we e v a l u a t e t h e d r i l l b l o c k i t s e l f and 

s u r r o u n d i n g d r i l l b l o c k s t o d e t e r m i n e an o r i g i n a l gas 

i n p l a c e , a c u r r e n t gas i n p l a c e , and we use b i o m e t r i c 

m ethods, l o g a n a l y s i s , t h a t s o r t o f t h i n g . And we a l s o 

use m a t e r i a l bounds w h i c h i s p r e s s u r e v e r s u s Q 

p r o d u c t i o n . I n b o t h o f t h e s e p o o l s we have been a b l e 

t o e s t a b l i s h t h a t t h r o u g h v a r i o u s l o g a n a l y s i s 

t e c h n i q u e s we can g e t agreement on m a t e r i a l b a l a n c e and 

v o l u m e t r i c r e s e r v e s . 

And I ' 1 1 w a l k t h r o u g h t h e d e s c r i p t i o n on t h e 

H u e r f a n o 549. Here a g a i n , we're s a y i n g t o t a l 

p r o d u c t i o n i s e q u a l t o t h e F r u i t l a n d C o a l p r o d u c t i o n 

p l u s t h e P i c t u r e d C l i f f s p r o d u c t i o n . We r e a r r a n g e d t h e 

f o r m u l a t r y i n g t o s o l v e f o r F r u i t l a n d C o a l p r o d u c t i o n 

w h i c h i s e q u a l t o t h e t o t a l p r o d u c t i o n minus t h e 

P i c t u r e d C l i f f s p r o d u c t i o n s . 

And h e r e , what we're s a y i n g i s t h a t P i c t u r e d 

C l i f f s p r o d u c t i o n a t any p o i n t i n t i m e i s e q u a l t o t h e 

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

w e l l . And t h e n we s t e p down h e r e and we saw how t o 

d e t e r m i n e t h a t n o m i n a l d e c l i n e . And i f y o u ' l l r e f e r t o 

t h e v e r y l a s t page i n t h a t e x h i b i t , I ' l l w a l k you 

t h r o u g h a d e r i v a t i o n o f t h a t . 

I n t h i s p a r t i c u l a r c a s e , t h r o u g h v o l u m e t r i c s 

and m a t e r i a l b a l a n c e , we d e t e r m i n e t h a t t h e EUR f o r t h e 
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P i c t u r e d C l i f f s w i l l be e q u a l t o 1.08 t i m e s a r e s e r v o i r 

p r e s s u r e t i m e s a g i v e n r e c o v e r y f a c t o r . And t h e r e I 

gave you an example i f t h e r e s e r v o i r p r e s s u r e was 300 

pounds, you w o u l d have a P i c t u r e d C l i f f s EUR o f 275.4 

m i l l i o n c u b i c f e e t o f gas. And I go t h r o u g h t h e 

d e t e r m i n a t i o n o f t h e P i c t u r e d C l i f f s i n i t i a l r a t e w h i c h 

says t h a t t h e i n i t i a l r a t e w i l l be e q u a l t o t h e t o t a l 

f o r t h e f i r s t month t i m e s t h e r a t i o o f t h e P i c t u r e d 

C l i f f s f l o w t e s t d i v i d e d by t h e summation o f t h e 

P i c t u r e d C l i f f s f l o w t e s t s and t h e F r u i t l a n d C o a l f l o w 

t e s t s . So t h e r e a g a i n , o u r f i r s t month's p r o d u c t i o n 

w o u l d be 15 m i l l i o n c u b i c f e e t o f gas. Our P i c t u r e d 

C l i f f s f l o w t e s t i s 500 MCF a day. Our F r u i t l a n d C o a l 

f l o w t e s t i s 400 MCF a day. 

And t h e n I go t h r o u g h t h e m a t h e m a t i c s t o 

d e t e r m i n e t h a t . And t h e n I e s t a b l i s h t h a t Q, t h a t t h e 

f i r s t month's P i c t u r e d C l i f f s i n i t i a l r a t e w o u l d be 8.3 

m i l l i o n c u b i c f e e t p e r month. And t h e n I s t e p down 

h e r e , and t h e n I d e t e r m i n e t h e d e c l i n e r a t e w h i c h i s 

t h e i n i t i a l r a t e d i v i d e d by t h e abandonment r a t e , i n 

t h i s case i s 300 MCF p e r month o r 10 MCF p e r day, and 

d i v i d e t h a t by t h e EUR, and t h a t g i v e s me a d e c l i n e o f 

.029 w h i c h i s 2.9 p e r c e n t . 

Now i f you r e f e r back t o t h e two d e c l i n e 

c u r v e s f o r t h e B a l l a r d , you see one i s 2.2 p e r c e n t and 
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t h e o t h e r i s , I b e l i e v e , 5.3 p e r c e n t . So i t ' s i n t h a t 

r a n g e w h i c h w o u l d make sense, i t ' s a s i m i l a r 

r e s e r v o i r . And t h e n you can s o l v e f o r t h e F r u i t l a n d 

C o a l p r o d u c t i o n w h i c h i s e q u a l t o t h e t o t a l minus t h e 

a l l o c a t e d P i c t u r e d C l i f f s p r o d u c t i o n . And t h a t ' s 

b a s i c a l l y what I ' v e done t h r o u g h t h e f i r s t page. And 

t h e n I gave you an example o f how I w o u l d c a l c u l a t e 

t h a t . 

The p r o b l e m w i t h a new d r i l l i s t h a t y o u ' r e 

g o i n g i n t o an a r e a t y p i c a l l y t h a t d o e s n ' t have an 

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

d r i l l b l o c k . Whereas i n t h e case o f a r e c o m p l e t i o n you 

have t h a t . So we're g o i n g t h r o u g h u s i n g t h e p a r a m e t e r s 

o f t h e r e s e r v o i r t o d e t e r m i n e t h a t . 

Q. I n y o u r o p i n i o n , i s t h a t a f a i r and 

e q u i t a b l e method f o r a l l o c a t i n g p r o d u c t i o n b e t ween t h e 

two r e s e r v o i r s ? 

A. Yes, i t i s . 

Q. I f you were r e c e i v i n g r e v e n u e s based upon 

t h a t a l l o c a t i o n , w o u l d you be s a t i s f i e d , Mr. Daves? 

A. Yes, I w o u l d . 

Q. W i l l t h i s be an o p p o r t u n i t y , i f t h e Ex a m i n e r 

a p p r o v e s i t , f o r M e r i d i a n t o e c o n o m i c a l l y r e c o v e r gas 

t h a t m i g h t n o t o t h e r w i s e be r e c o v e r e d f r o m t h e 

r e s e r v o i r , t h e r e b y p r e v e n t i n g w a s t e ? 
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A. Yes . 

Q. W i l l a p p r o v a l o f t h i s a p p l i c a t i o n p r o t e c t 

c o r r e l a t i v e r i g h t s ? 

A. Yes. 

MR. KELLAHIN: T h a t c o n c l u d e s my e x a m i n a t i o n 

o f Mr. Daves. We move t h e i n t r o d u c t i o n o f h i s E x h i b i t s 

N and 0. 

EXAMINER STOGNER: E x h i b i t s N and 0 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 . 

Mr. Daves, l e t ' s go back t o t h e d e c l i n e i n 

t h i s a r e a . S h o u l d I d r i l l a w e l l i n t h e e x t r e m e 

s o u t h e r n p a r t o f t h i s , what w o u l d be y o u r e s t i m a t e d 

d e c l i n e o f t h a t P i c t u r e d C l i f f s what w o u l d you 

a s s i g n t o W i l d c a t down i n t h e s o u t h e r n p o r t i o n ? 

THE WITNESS: I w o u l d p r o b a b l y go t h r o u g h 

t h e same p r o c e s s o f mapping t o d e t e r m i n e — o r a t l e a s t 

e s t i m a t e a v o l u m e t r i c EUR. And t h e n s u b s e q u e n t t o 

d r i l l i n g i t , I w o u l d assess what t h e r e s e r v o i r p r e s s u r e 

i s v i a a seven-d a y b u i l d - u p . And t h a t way I c o u l d l o c k 

i n on what i s t h e P i c t u r e d C l i f f s r e s e r v e f o r t h a t 

s p e c i f i c d r i l l b l o c k . And a t t h a t p o i n t I w o u l d go 

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

down a d e c l i n e . 

EXAMINER STOGNER: So t h a t a d i f f e r e n t 

d e c l i n e w o u l d be a s s i g n e d t o any p a r t i c u l a r w e l l 
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r e g a r d l e s s o f where you d r i l l ? Not a s i n g l e d e c l i n e , 

b u t i t w o u l d be e s t i m a t e d t h e n w i t h t h e i n f o r m a t i o n 

t h a t you had i n t h a t g e n e r a l a r e a and t h e n 

e x t r a p o l a t e d ? 

THE WITNESS: R i g h t . P l u s a l s o h a v i n g t h e 

s p e c i f i c d a t a f o r t h a t w e l l b o r e . We w o u l d have l o g s , 

we w o u l d have p r e s s u r e d a t a . We c o u l d p r e t t y w e l l v e r y 

c o m f o r t a b l y a s s i g n what t h e r e s e r v e s w o u l d be f o r t h a t 

d r i l l b l o c k . 

EXAMINER STOGNER: E x p l a i n t o me what k i n d 

o f a t e s t i n g p r o c e d u r e a new w e l l w o u l d go t h r o u g h f r o m 

t i m e o f c o m p l e t i o n . 

THE WITNESS: Okay. T y p i c a l l y , how we're 

d o i n g t h e s e r i g h t now i s t h a t we d r i l l , we l o g t h e 

w e l l , t h a t way we can d e t e r m i n e n e t pay p o r o s i t y , t h o s e 

s o r t s o f p a r a m e t e r s . We s e t c a s i n g w i t h cement, we 

come back w i t h a c o m p l e t i o n r i g , o r now we're d o i n g 

t h e s e r i g l e s s , where we go i n and c l e a n o u t , and t h e n 

we p e r f o r a t e , f r a c t u r e s t i m u l a t e , c l e a n up --

EXAMINER STOGNER: Okay. L e t ' s go back. On 

t h e p e r f o r a t i o n , w h i c h w o u l d y o u p e r f o r a t e ? 

THE WITNESS: The P i c t u r e d C l i f f s . The 

P i c t u r e d C l i f f s o n l y a t t h i s p o i n t . We f r a c t u r e 

s t i m u l a t e t h e P i c t u r e d C l i f f s , we c l e a n i t up, we f l o w 

i t b ack i n i t i a l l y t o a l l o w t h i s c l e a n up and t h e n we 
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s h u t i t i n f o r a seven-day b u i l d - u p . T h e r e f o r e , we g e t 

t h e r e s e r v o i r p r e s s u r e . And t h e n a t t h a t p o i n t we f l o w 

t e s t t h e w e l l . We c l e a n i t up and f l o w t e s t i t . 

EXAMINER STOGNER: For how l o n g o f a 

p e r i o d ? 

THE WITNESS: For 24 hours., 

EXAMINER STOGNER: Okay. C o n t i n u e . 

THE WITNESS: And a t t h a t p o i n t , once we 

have t h e r e s e r v o i r p r e s s u r e and t h e f l o w r a t e , t h e n we 

go and we s e t a b r i d g e p l u g above t h e P i c t u r e d C l i f f s , 

b e tween t h e F r u i t l a n d C o a l and t h e P i c t u r e d C l i f f s , and 

do t h e same p r o c e d u r e f o r t h e F r u i t l a n d C o a l . And do 

t h e same s o r t o f t e s t i n g and a l s o g e t a b u i l d - u p 

p r e s s u r e and a f l o w r a t e . 

EXAMINER STOGNER: Seven-day b u i l d - u p , f l o w 

r a t e o f 24 h o u r s . 

THE WITNESS: Uh-huh. 

EXAMINER STOGNER: A f t e r t h e c o a l has been 

t e s t e d , t h e n w h a t ' s t h e p r o c e d u r e ? T a k i n g t h e b r i d g e 

p l u g o u t ? 

THE WITNESS: R i g h t . Take t h e b r i d g e p l u g 

o u t , r u n t u b i n g , f l o w t h e w e l l , c l e a n i t up and t h e n 

s h u t i t down. And t h e n w a i t t o g e t s u r f a c e e q u i p m e n t 

on i t , and t h e n t i e i t i n . 

EXAMINER STOGNER: A t any t i m e , i s t h e r e any 
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need t h a t y ou see f o r any a d d i t i o n a l t e s t t o be made? 

THE WITNESS: No, no. The o n l y o t h e r p i e c e 

o f d a t a you need a t t h a t p o i n t i s t h e f i r s t month's 

p r o d u c t i o n . 

EXAMINER STOGNER: When you say f i r s t 

month's p r o d u c t i o n , y o u ' r e t a l k i n g a b o u t t h e f i r s t 

t o t a l month's p r o d u c t i o n s ? 

THE WITNESS: R i g h t . F i r s t 30 da y s . 

EXAMINER STOGNER: And t h e n y o u r f o r m u l a 

k i c k s i n ? 

THE WITNESS: R i g h t . And f r o m t h a t p o i n t 

on, y o u r P i c t u r e d C l i f f p r o d u c t i o n and y o u r r e s e r v e s 

a r e a known. 

EXAMINER STOGNER: So I see t h e f i g u r e 

Q t ( 1 ) , a t any t i m e t h a t i s t h a t f i r s t month's 

p r o d u c t i o n f r o m now on o u t ? 

THE WITNESS: R i g h t . 

EXAMINER STOGNER: I n y o u r e a r l i e r t e s t i m o n y 

you s a i d t h a t t h e i n i t i a l f l o w r a t e f o r P i c t u r e d o r 

t h i s i s what I u n d e r s t a n d — i n i t i a l f l o w r a t e f o r 

P i c t u r e d C l i f f s w e l l i n t h i s a r e a f o r e c o n o m i c a l 

p u r p o s e s o r s t a n d - a l o n e w o u l d have t o be a b o u t 250 t o 

300 MCF a day; i s t h a t c o r r e c t . 

THE WITNESS: Yes. 

EXAMINER STOGNER: How about f o r F r u i t l a n d 
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1 Coal? 

2 THE WITNESS: Somewhere i n t h e n e i g h b o r h o o d 

3 o f a b o u t 300 MCF a day. And t h i s i s f o r a new d r i l l . 

4 And a b o u t t h e same r e s e r v e s . 

5 EXAMINER STOGNER: How a b o u t f o r a 

6 r e c o m p l e t e d w e l l ? 

7 THE WITNESS: P r o b a b l y i n t h e n e i g h b o r h o o d 

8 o f a b o u t 200 MCF a day because t h e y ' r e a b o u t 2/3 o f 

9 what i t w o u l d c o s t t o d r i l l a w e l l . 

10 EXAMINER STOGNER: Do you know, say o v e r t h e 

11 n e x t y e a r o r t w o , how many r e c o m p l e t i o n s o r how many 

12 new d r i l l s s h o u l d t h i s o r d e r be appr o v e d ? 

13 THE WITNESS: Not o f f h a n d . I w o u l d n ' t want 

14 t o g i v e you a number t h a t I'm n o t s u r e a b o u t . These 

15 a r e t h e o n l y t w o t h a t a r e b u d g e t e d a t t h i s p o i n t , o r 

16 t h e o n l y t h r e e t h a t a r e b u d g e t e d r i g h t now f o r t h e 

17 H u e r f a n o U n i t . 

18 EXAMINER STOGNER: When I r e f e r back t o 

19 E x h i b i t N, and t h i s shows you Number 46 W e l l , t h a t was 

20 c o m p l e t e d w i t h 7 i n c h c a s i n g s ? 

21 THE WITNESS: I b e l i e v e i t 1s e i t h e r 4-1/2 --

22 5-1/2 i n c h c a s i n g . T h a t was t h e s t a n d a r d c o m p l e t i o n 

23 p r a c t i c e when t h i s w e l l was d r i l l e d -•• was 9 t o 5 i n c h 

24 c a s i n g and 5-1/2 i n c h , t wo i n t e r m e d i a t e TD. 

25 EXAMINER STOGNER: I'm assuming t h a t y o u r 
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E x h i b i t N c o n t a i n s a typo? 

THE WITNESS: I t ' s p o s s i b l e i t does. I'm 

not going t o guarantee t h a t t h a t number's r i g h t . But 

the s t a n d a r d p r a c t i c e i n t h i s p a r t of the San Juan 

B a s i n has been 9 to 5/8 and then 5-1/2, but i n t h i s 

c a s e i t c o u l d be an e x c e p t i o n t o where i t i s 7 i n c h . 

R e a l l y wouldn't be t h a t much of a -- I mean, i t 

wouldn't make t h a t much d i f f e r e n c e . 

EXAMINER STOGNER: What do you mean, i t 

wouldn't make t h a t much d i f f e r e n c e ? 

THE WITNESS: As f a r as the way t h a t t he 

w e l l ' s going t o produce and t h e way t h a t you would 

complete i t . 

EXAMINER STOGNER: Can I run two s t r i n g s of 

t u b i n g i n a 7 i n c h w e l l e a s i e r t han a 5-1/2 i n c h ? 

THE WITNESS: Yeah, you c o u l d . 

EXAMINER STOGNER: Or d u a l c o m p l e t i o n ? 

THE WITNESS: The problem t h a t you're going 

to run i n t o w i t h a du a l c o m p l e t i o n i s t h a t you're going 

to have t o s e t d u a l f a c i l i t i e s . And w i t h d u a l 

f a c i l i t i e s , you're going to need d u a l meter r u n s , 

you're going t o need d u a l c o m p r e s s o r s , you're going t o 

need d u a l s e p a r a t i o n f a c i l i t i e s , d u a l flow l i n e s and 

d u a l s t r i n g s of t u b i n g and a p a c k e t . 

EXAMINER STOGNER: And t h a t i s r e p r e s e n t e d 
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i n y o u r 250 t o 300 MCF a day f i g u r e you've g i v e n me f o r 

t h e P i c t u r e d C l i f f s ? 

THE WITNESS: These w e l l s a r e p r o d u c i n g 

a p p r o x i m a t e l y 20 and 47 MCF a day i n t h e P i c t u r e d 

C l i f f s r i g h t now. 

EXAMINER STOGNER: And how a b o u t f o r t h e 

F r u i t l a n d Coal? 

THE WITNESS: Okay. Somewhere i n t h e 

n e i g h b o r h o o d o f 2 t o 300 MCF a day i s what we're 

e s t i m a t i n g f o r t h e c o a l . B ut t h e way t h a t we're d o i n g 

o u r economics on r e c o m p l e t i o n s i s t h a t we're a s s u m i n g 

t h a t we're o n l y g o i n g t o need t h e f a c i l i t i e s t h a t a r e 

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

u t i l i z i n g t h e same s t r i n g o f t u b i n g . 

U l t i m a t e l y , i t w o u l d be more c o s t e f f e c t i v e , 

r a t h e r t h a n t o d u a l i t , p r o b a b l y t o f l o o d back t h e 

P i c t u r e d C l i f f s and r e c o m p l e t e t h e F r u i t l a n d C o a l 

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

e q u i p m e n t . 

EXAMINER STOGNER: I guess I'm n o t q u i t e 

c l e a r on y o u r economics f o r a d u a l c o m p l e t e r as a 

opposed t o a downhole c o m m i n g l i n g . Now, I u n d e r s t a n d 

what y o u ' r e t e l l i n g me, b u t how a b o u t a f i g u r e ? How 

a b o u t some s o r t o f --

THE WITNESS: Okay. Then you w o u l d p r o b a b l y 
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be l o o k i n g a t n e e d i n g somewhere i n t h e n e i g h b o r h o o d o f 

250 t o 300 MCF a day t o d u a l c o m p l e t e t h i s w e l l . And 

t h a t ' s assuming t h a t y o u r c a s i n g does have i n t e g r i t y 

and t h a t you w o u l d n ' t have t o do an e x t r e m e amount o f 

work on i t t o r e p a i r y o u r c a s i n g . 

EXAMINER STOGNER: Now a r e you s a y i n g 250, 

300 MCF a day f o r each zone, o r t o t a l p r o d u c t i o n ? 

THE WITNESS: For each zone. 

EXAMINER STOGNER: S o m e t h i n g s t i l l seems 

a m i s s , because f o r a new d r i l l y o u had t o have 250 t o 

300. Now y o u ' r e s a y i n g 250 t o 300 f o r a d u a l 

c o m p l e t i o n . B u t you o n l y have one w e l l . 

THE WITNESS: I'm t a l k i n g a b o u t t h e 

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

EXAMINER STOGNER: A s t a n d - a l o n e P i c t u r e d 

C l i f f and a s t a n d - a l o n e F r u i t l a n d , t h e way I see y o u r 

e c o n o m i c s , i f we d r i l l e d one w i t h 7 i n c h , as y o u r 

number 46 shows on y o u r e x h i b i t , and now you t o l d me 

t h a t you r e a l l y d o n ' t know a b o u t t h i s w e l l . 

So t h e r e f o r e , I'm h a v i n g t o now q u e s t i o n a l l 

t h e o t h e r i n f o r m a t i o n t h a t you show on t h i s e x h i b i t . I 

w i l l now have t o p r o b a b l y go t o o u r w e l l f i l e s and 

r e v i e w t h a t i n f o r m a t i o n m y s e l f , t o see what i s 

a c c u r a t e . As opposed t o a s i n g l e d r i l l w i t h a d u a l 

c o m p l e t i o n . I'm s t i l l n o t c a t c h i n g why you s t i l l need 
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t h e same t o t a l v o lumes f r o m each zone w i t h o n l y one 

w e l l ? 

THE WITNESS: I guess I'm n o t q u i t e 

u n d e r s t a n d i n g y o u r q u e s t i o n . 

EXAMINER STOGNER: I f I d r i l l t w o w e l l s s i d e 

by s i d e i n t h e P i c t u r e d C l i f f s and t h e F r u i t l a n d C o a l , 

y o u ' r e t e l l i n g me I have t o have 250 t o 300 MCF a day 

f o r i t t o pay o u t . I f I d r i l l one w e l l and d u a l 

c o m p l e t e i t , I have t o have t h e same p r o d u c t i o n r a t e s . 

Where d i d t h e d r i l l i n g c o s t s go? 

THE WITNESS: I guess I'm s t i l l n o t e x a c t l y 

u n d e r s t a n d i n g . 

EXAMINER STOGNER: I d r i l l one w e l l t o d u a l 

c o m p l e t e i t . You're t e l l i n g me t h a t ' s g o i n g t o c o s t 

t w i c e as much as d r i l l i n g two? Or i t ' s g o i n g t o c o s t 

me t h e same amount t o d r i l l two w e l l s , one t o t h e 

P i c t u r e d C l i f f s and one t o t h e F r u i t l a n d Coal? 

A c c o r d i n g t o y o u r e c o n o m i c s , t h a t ' s what I'm r e a d i n g . 

THE WITNESS: To d r i l l a F r u i t l a n d C o a l W e l l 

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

p u t i t i n t o a p r o d u c t i o n s t a n d p o i n t , now I'm t a l k i n g a 

d r i l l w e l l , i t ' s g o i n g t o t a k e a t a. minimum o f 300 

MCF a day t o make t h a t an economic w e l l b o r e . 

For a P i c t u r e d C l i f f s W e l l , i t ' s g o i n g t o 

t a k e i n t h e n e i g h b o r h o o d o f t h e same amount o f r a t e s --
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the c o s t s a r e f a i r l y s i m i l a r . I t ' s going to t a k e a 

s l i g h t l y l e s s r a t e s i m p l y because t he s t i m u l a t i o n s a r e 

s l i g h t l y d i f f e r e n t . But i t ' s going t o t a k e i n t h e 

neighborhood of 200 to 250 MCF a day to make the 

P i c t u r e d C l i f f s W e l l economic. I t h i n k t h a t ' s what I 

s a i d . Am I r i g h t ? 

EXAMINER STOGNER: I'm s o r r y ? 200 to 250? 

THE WITNESS: 250. More l i k e l y , 250. 

EXAMINER STOGNER: Okay. So s c r a t c h t h e 250 

to 300 t h a t you o r i g i n a l l y s t a t e d . So now we're down 

to 200 and 250 f o r P i c t u r e d C l i f f s . 

THE WITNESS: Say 250. 

EXAMINER STOGNER: No, you s a i d 200 to 250. 

We' l l s t a y w i t h t h a t . 

THE WITNESS: Okay. 

EXAMINER STOGNER: L e t ' s don't change i t 

anymore. U n l e s s you want to go lo w e r ? 

THE WITNESS: No. 

EXAMINER STOGNER: So f o r d u a l c o m p l e t i o n , 

f o r i t to be e c o n o m i c a l , I ' d have t o produce between 

250 and 300 MCF i n each zone? 

THE WITNESS: No. From the c o a l s . 

EXAMINER STOGNER: Oh. 

THE WITNESS: On a d r i l l w e l l , a new d r i l l 

w e l l --
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EXAMINER STOGNER: Dual completed. 

THE WITNESS: Dual completed. 

EXAMINER STOGNER: New d r i l l . 

THE WITNESS: You're going t o need -- I ' d 

have to s i t down and go through i t -- but you're going 

to need a p p r o x i m a t e l y a combined r a t e -- now a r e we 

t a l k i n g combined r a t e s or s i n g l e s t r i n g r a t e s ? I need 

to u n d e r s t a n d t h a t p a r t . 

EXAMINER STOGNER: You t e l l me. Both. 

THE WITNESS: Okay. The combined r a t e s f o r 

the two of them would p r o b a b l y be i n the neighborhood 

of 550 to 650 MCF a day. And t h e r e a g a i n , t h a t ' s going 

to depend on what the EUR's a r e on the P i c t u r e d C l i f f s , 

what the p r e s s u r e s a r e . I t ' s not a s t r a i g h t f o r w a r d 

r a t e type t h i n g . Because you have d e c l i n e s , you have 

r e s e r v e s , t h e r e ' s a l o t of p i e c e s t h a t go i n t o t h a t 

number. You c a n ' t j u s t say i t ' s 400 here and 200 

h e r e . T h e r e ' s more to i t than t h a t . 

E s s e n t i a l l y , a d u a l w e l l i s going t o 

probably c a u s e you more problems. Because of the d u a l 

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

t h i n g . And t h e r e a g a i n , you know, i f a l l the o t h e r 

p i e c e s and p a r t s t o the o r d e r f i t , and you can a l l o c a t e 

p r o d u c t i o n a d e q u a t e l y , i t seems l i k e i t would be w i s e r 

to use t h e more economic c h o i c e . I mean, t h a t way you 
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don't c r e a t e waste. 

EXAMINER STOGNER: L e t ' s go up to the 

procedure i n which you had t o l d me the w e l l s were 

d r i l l e d and t e s t e d , showed a P i c t u r e d C l i f f s w e l l t e s t 

300 MCF a day. Would Meridian then s t i l l propose to 

downhole commingle? 

THE WITNESS: That would a l s o be a function 

of the r e s e r v o i r pressure. I f i t had 500 pounds, you 

may not. I f i t had 200 pounds, you probably wouldn't 

want to dual i t . Because your r e s e r v e s would be qui t e 

a b i t l e s s . 

EXAMINER STOGNER: What parameters then, 

should be placed on that f i r s t t e s t to decide whether a 

downhole commingling would be authorized? 

THE WITNESS: I think i f i t meets the 

c r i t e r i a of the r u l e s , the s p e c i f i c r u l e s for downhole 

commingling as f a r as pressure and gas contents, I 

think those would be the main c o n s i d e r a t i o n s . 

EXAMINER STOGNER: L e t ' s t a l k about the 

economical r o l e then. You're t e l l i n g me that i f you 

have one P i c t u r e d C l i f f s that has 300 MCF a day, t h a t ' s 

economic. 

THE WITNESS: Provided you have the r e s e r v e s 

t h e r e . 

EXAMINER STOGNER: And that seven-day 
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b u i l d - u p and 24 h o u r t e s t w o u l d be a b l e t o d e t e r m i n e 

t h o s e r e s e r v e s ? 

THE WITNESS: Yes. 

EXAMINER STOGNER: On y o u r t e r m i n o l o g y i n 

y o u r f i g u r e s t h e Np, c a p i t a l N l i t t l e p, t h a t 

r e p r e s e n t s u l t i m a t e r e c o v e r y . 

THE WITNESS: P i c t u r e d C l i f f s e s t i m a t e d 

u l t i m a t e r e c o v e r y . 

EXAMINER STOGNER: T h a t i s i n what u n i t s , 

MCF? 

THE WITNESS: MMCF. 

EXAMINER STOGNER: MMCF. I a p o l o g i z e f o r 

b e i n g n i t p i c k y , b u t I f i n d t h a t l o o k i n g a t c a l c u l a t i o n s 

l i k e t h i s y ou can miss a bunch u n t i l you. s t a r t w r i t i n g 

them down. 

THE WITNESS: R i g h t . I t r y t o p u t t h e u n i t s 

i n t h e r e so t h a t w o u l d be f a i r l y easy t o f o l l o w a l o n g 

w i t h . 

EXAMINER STOGNER: Now t h e Q f i g u r e s a r e 

shown i n MCF p e r day? 

THE WITNESS: And MCF p e r month. 

EXAMINER STOGNER: And t h e d e c l i n e , t h a t i s 

a u n i t l e s s f i g u r e . 

THE WITNESS: R i g h t . A c t u a l l y i t i s a 

u n i t l e s s . 
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EXAMINER STOGNER: Okay. Because t h a t j u s t 

shows — 

THE WITNESS: What p e r c e n t a g e of change i n 

p r o d u c t i o n . 

EXAMINER STOGNER: And r e p r e s e n t s a c u r v e on 

a s c a l e or — 

THE WITNESS: R i g h t . 

EXAMINER STOGNER: I have no o t h e r q u e s t i o n s 

of Mr. Daves a t t h i s time. 

MR. KELLAHIN: Mr. Daves, do you have t h e 

formulas on computer f l o p p y d i s c ? 

THE WITNESS: Y e s . I have a l l of t h a t f o r 

you. 

MR. KELLAHIN: I ' d l i k e to c a l l a t t h i s time 

Mr. Tom Y e r s a k . 

TOM YERSAK 

The w i t n e s s h e r e i n , a f t e r f i r s t b e i n g sworn upon h i s 

oath, was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. S i r , would you p l e a s e s t a t e your name and 

o c c u p a t i o n ? 

A. My name i s Tom Y e r s a k . I'm a s e n i o r s t a f f 

g e o p h y s i c i s t f o r M e r i d i a n O i l . 

Q. Mr. Y e r s a k , on p r i o r o c c a s i o n s have you 
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t e s t i f i e d as a p e t r o l e u m g e o l o g i s t b e f o r e t h e D i v i s i o n ? 

A. I have. 

Q. P u r s u a n t t o y o u r employment i n t h a t 

c a p a c i t y , have you made a r e v i e w o f t h e g e o l o g i c 

i n f o r m a t i o n t h a t ' s s p e c i f i c as t o t h i s a p p l i c a t i o n ? 

A . Yes, s i r . 

MR. KELLAHIN: We t e n d e r Mr. Y e r s a k 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. Y e r s a k i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) L e t me have you go 

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

p r e s e n t a t i o n f o r Mr. S t o g n e r . I f y o u ' l l s t a r t a t 

E x h i b i t Tab F. L e t ' s s t a r t w i t h t h e o r i e n t a t i o n map, 

and have you i d e n t i f y f o r us t h e l i n e s f o r t h e two 

c r o s s - s e c t i o n s t h a t a r e shown on t h a t d i s p l a y . 

A. Once a g a i n , y o u ' r e l o o k i n g a t a p i c t u r e o f 

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

two c r o s s - s e c t i o n s a r e t h e A-A' t h a t w i l l i l l u s t r a t e 

H u e r f a n o 46 and 59, and c r o s s - s e c t i o n B-B' w h i c h w i l l 

i l l u s t r a t e H u e r f a n o 549. 

Q. L e t ' s t u r n t h e n t o E x h i b i t G and l o o k a t t h e 

A-A' p r i m e c r o s s - s e c t i o n . G i v e us an i l l u s t r a t i o n o f 

t h e r e l a t i o n s h i p between t h e P i c t u r e d C l i f f s and t h e 

F r u i t l a n d C o a l t h a t a p p e a r s t o be t h e i n t e r v a l t h a t you 
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want to p e r f o r a t e i n t h a t w e l l ? 

A. F i r s t of a l l , what the g e o l o g i s t i s t r y i n g 

to d e p i c t here a r e the c o a l s . And you can p i c k t he 

c o a l s on t h e s e p a r t i c u l a r l o g s — t h e s e i n d u c t i o n l o g s 

-- by l o o k i n g f o r the h i g h e r r e s i s t i v i t y s p i k e s . And 

so what the g e o l o g i s t h i g h l i g h t e d i n b l a c k h e r e , were 

the c o a l s . And you can see how the r e l a t i o n s h i p of 

th o s e c o a l s on top of the P i c t u r e d C l i f f s i n t h i s 

p a r t i c u l a r a r e a -- they a r e F r u i t l a n d C o a l s t h a t s i t 

r i g h t on top of the P i c t u r e d C l i f f s sandstone u n i t . 

Q. You d i d not p r e p a r e t h i s p a r t i c u l a r 

c r o s s - s e c t i o n ? 

A. T h a t ' s c o r r e c t . 

Q. Have you r e v i e w e d t h a t i n f o r m a t i o n and i s i t 

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

A. T h a t ' s c o r r e c t . 

Q. How does t h i s r e l a t i o n s h i p between 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 C o a l r e l a t e t o o t h e r 

a r e a s of the Huerfano U n i t ? Do we see t h i s same 

r e l a t i o n s h i p or does i t change m a t e r i a l l y as you move 

a c r o s s the U n i t ? 

A. We see the same r e l a t i o n s h i p a c r o s s t h e 

Huerfano U n i t . There b a s i c a l l y i s a B a s a l C o a l 

i n t e r v a l and a Rowley -- Upper Rowley C o a l i n t e r v a l . 

I n between you can have i s o l a t e d c o a l s t r i n g e r s t h a t 
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w i l l come and go. But g e n e r a l l y s p e a k i n g , t h e two main 

p r o d u c i n g i n t e r v a l s i n t h e F r u i t l a n d a r e t h e B a s a l C o a l 

and t h e Rowley C o a l . And t h e y ' r e p r e t t y c o n s i s t e n t 

a c r o s s t h e H u e r f a n o U n i t . 

Q. L e t ' s t u r n t o c r o s s - s e c t i o n B-B' p r i m e and 

have you show us t h a t r e l a t i o n s h i p . 

A. I b e l i e v e t h a t ' s --

Q. I s t h a t M? 

A. Yeah, M. 

Q. A g a i n , summarize f o r us t h e g e o l o g i c 

c o n c l u s i o n s a b o u t t h i s c r o s s - s e c t i o n w h i c h i s E x h i b i t 

M. 

A. Once a g a i n , y o u ' r e l o o k i n g a t a 

c r o s s - s e c t i o n o f i n d u c t i o n l o g s h e r e , r e s i s t i v i t y 

l o g s . And h e r e you can see t h e B a s a l C o a l and t h e 

Rowley C o a l . You d o n ' t see q u i t e as few c o a l s t r i n g e r s 

i n b etween as y ou do i n t h e o t h e r a r e a , b u t t h e r e a r e a 

few, as you can see. And you can see t h a t t h a t B a s a l 

C o a l does i n f a c t s i t r i g h t on t o p o f t h e P i c t u r e d 

C l i f f s . 

One t h i n g t h a t I ' d l i k e t o m e n t i o n , i t ' s 

p r o b a b l y o f i n t e r e s t , i n t e r m s o f t h e d e v e l o p m e n t o f 

t h e F r u i t l a n d C o a l i n t h i s a r e a , i s t h a t , y ou know, we 

c a n ' t -- we can c a l c u l a t e n e t pay f o r t h e P i c t u r e d 

C l i f f s . We c a n ' t c a l c u l a t e n e t pay f o r t h e c o a l s . B u t 
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we can q u a l i t a t i v e l y address the c l e a t i n g or the 

f r a c t u r i n g of the c o a l s . You know, t h a t ' s addressing 

the p e r m e a b i l i t y . And I can give us some idea whether 

or not we think these c o a l s are going to produce a 

l i t t l e b i t b e t t e r than ones that are not so good. What 

we look at i s on the SP. And i t has some SP, 

s p e c i a l i s t p o t e n t i a l , then we can hi n t that i t might 

have some b e t t e r c l e a t i n g . 

But t h a t ' s not always a -- there are 

exceptions to t h a t . We have d r i l l c o a l s that were not 

very w e l l c l e a t e d that had SP development. But there 

seems to be some r e l a t i o n s h i p between c o a l w e l l s t h a t 

have SP development and good production and co a l w e l l s 

that don't have SP development and poor production. 

So we see an opportunity i n the Huerfano 

Unit to t r y to develop the F r u i t l a n d Coal. And what we 

want to do i s b a s i c a l l y address t h a t opportunity, at 

the same time addressing the PC. The Huerfano Unit i s 

pr e t t y much -- i t ' s highly d r i l l e d up. And as f a r as 

de f i n i n g the r e s e r v o i r , i t ' s p r e t t y much defined. I 

could s i t here and t e l l you tha t i t ' s a highly 

s t r a t i g r a p h i c package of sediments. But p r e t t y much, 

you're not going to d r i l l i n t o a new sand th a t has not 

been d r i l l e d i n t o before. 

So we're not going to be t a l k i n g about some, 
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you know, h i d d e n gas p o t e n t i a l w i t h i n t h e u n i t s t h a t 

has v i r g i n r e s e r v o i r p r e s s u r e s . We're d e a l i n g w i t h a 

r e s e r v o i r t h a t has been p r o d u c i n g f o r q u i t e a few y e a r s 

and i s p r e s s u r e d e p l e t e d . 

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

d i s p l a y s t h a t a r e i n c l u d e d i n t h e e x h i b i t book. 

A. Which ones do you want t o s t a r t w i t h ? 

Q. L e t ' s l o o k b r i e f l y a t E x h i b i t H w h i c h i s t h e 

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

A. R i g h t . 

Q. S i m p l y t o o r i e n t t h e Ex a m i n e r w i t h i n t h e 

F r u i t l a n d C o a l as t o t h e s e w e l l s and a t l e a s t as t o 

c o a l t h i c k n e s s o f t h i s i s o p a c h , i s t h a t g o i n g t o be a 

s i g n i f i c a n t p a r a m e t e r f o r you as a g e o l o g i s t i n 

d e t e r m i n i n g t h e b e s t l o c a t i o n f o r F r u i t l a n d c o a l w e l l s ? 

A. No, i t i s n ' t . 

Q. L e t ' s t u r n now t o — 

A. And you u n d e r s t a n d why. Because t h i s i s an 

n e t i s o p a c h o f a l l t h e c o a l s . B u t I c a n ' t , by l o o k i n g 

a t t h e l o g s , s a y , "Okay, t h i s i s n e t pay". And t h e n I 

can — I c a n ' t c a l c u l a t e t h e amount o f gas i n p l a c e , 

r e c o v e r a b l e gas i n p l a c e t h a t t h e F r u i t l a n d C o a l s a r e 

g o i n g t o p r o d u c e . I can do t h a t f o r t h e P i c t u r e d 

C l i f f s . 

Q. L e t ' s l o o k a t t h e P i c t u r e d C l i f f s t h e n , when 
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we see E x h i b i t I . I d e n t i f y that d i s p l a y for us. 

A. Okay. That i s a net pay isopach of the 

Pi c t u r e d C l i f f s . 

Q. I s t h i s the kind of d i s p l a y that Mr. Daves 

i s t a l k i n g oout when he says he has information from 

which he can, by volumetrics, c a l c u l a t e gas i n place i n 

the P i c t u r e d C l i f f s ? 

A. That i s c o r r e c t . And when you are 

addressing the new d r i l l , the Huerfano 549, e s s e n t i a l l y 

d r i l l i n g i t an undeveloped 160, t h a t ' s kind of a 

misnomer. I t i s n ' t r e a l l y an undeveloped 160. The 

sands under th a t acreage are pressure depleted, i n 

other words, gas has been produced from the P i c t u r e d 

C l i f f s even though there hasn't been a w e l l d r i l l e d 

d i r e c t l y on tha t 160. You know, and pressure can be 

d i r e c t l y r e l a t e d to what the w e l l i s going to 

u l t i m a t e l y produce. 

So what we're saying i s , when we d r i l l t h a t 

new w e l l , we're not going to d r i l l i n t o v i r g i n 

p r essure. There's already been gas produced out of 

that 160 a c r e s , and that we're going i n at some lower 

formation pr e s s u r e . 

And now Scott, our r e s e r v o i r engineer, he 

can take t h a t number and he can, from m a t e r i a l balance, 

he can plot pressure versus cumulative production. And 
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he can p r e d i c t t he amount of gas i n p l a c e . E s s e n t i a l l y 

knows how much gas has been produced. He knows how 

much gas i s i n p l a c e . He knows how much gas i s l e f t 

b e h i nd t h a t can s t i l l be produced. 

Now, he can back i n t o t h a t number i n two 

ways. He can come to me, and what we've d i s c o v e r e d i s 

t h a t we can go through and c a l c u l a t e the gas i n p l a c e 

v i a a n other method and t h a t ' s v o l u m e t r i c s . And what we 

can do i s , we can t a k e l o g s , and from t h e l o g s we can 

c a l c u l a t e t h e net f e e t of pay. Then we can go through 

a, you know, a c a l c u l a t i o n based on the average 

p o r o s i t y , the water s a t u r a t i o n , and then we can come up 

w i t h a g e o l o g i c gas i n p l a c e . And what we found was 

t h a t t h a t number s u b s t a n t i a t e s the number t h a t S c o t t 

has p r e d i c t e d u s i n g m a t e r i a l b a l a n c e . 

So we f e e l v e r y c o m f o r t a b l e t h a t when we — 

we're d e a l i n g w i t h new d r i l l s , we can look a t the 

g e o l o g i c d a t a and we can get some e s t i m a t e of what t h a t 

gas i n p l a c e i s . When we might not have any 

pr e s s u r e - c u m d a t a or any o t h e r d a t a to go on t o get 

some i d e a of t h e r e s e r v e s . 

Q. I n your o p i n i o n as a g e o l o g i s t , i s the 

g e o l o g i c mapping f o r the P i c t u r e d C l i f f s adequate f o r 

which you can have t he e n g i n e e r r e l i a b l y e s t i m a t e gas 

i n p l a c e f o r t h e P i c t u r e d C l i f f s w i t h i n t he u n i t a r e a ? 
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A. I t i s . I t i s . 

Q. Th e r e a r e a r e a s i n t h e u n i t t h a t d o n ' t have 

P i c t u r e d C l i f f w e l l s . B u t do you have l o g d a t a f r o m 

o t h e r w e l l s i n t h a t a r e a t o g i v e you a h a n d l e on t h e 

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

A . We do . 

Q. So t h e absence o f a P i c t u r e d C l i f f s w e l l i n 

t h e u n i t d o e s n ' t mean t h a t you have a l a c k o f P i c t u r e d 

C l i f f s d a t a ? 

A. R i g h t . 

Q. Do you see f r o m a g e o l o g i s t ' s p e r s p e c t i v e 

t h a t you have any p o c k e t s w i t h i n H u e r f a n o U n i t t h a t a r e 

g o i n g t o be v i a b l e c a n d i d a t e s f o r s t a n d - a l o n e w e l l s ? 

A. No. And t h a t ' s g e t t i n g back t o t h e i d e a 

t h a t b a s i c a l l y when you l o o k a t t h a t n e t pay i s o p a c h 

i t ' s l o o k i n g a t a package -- sand p a c k a g e . T h e r e ' s 

m u l t i p l e sands i n t h e r e . 

T h a t u n i t has been d r i l l e d s u f f i c i e n t l y t o 

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

p r o d u c e a t West K u t z , a t B a l l a r d . We p r e t t y much — 

n o t p r e t t y much -- we have t h e r e s e r v o i r — t h e 

c h a r a c t e r i z a t i o n o f t h e r e s e r v o i r p r e t t y much d e f i n e d . 

T h e r e a r e n o t g o i n g t o be any h i d d e n s a n d s t o n e s t h a t 

have n o t been d r i l l e d . 

Q. L e t ' s look, f o r example, t o complete t he 
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d i s c u s s i o n , on E x h i b i t J. I f y o u ' l l t u r n t o t h e n e t 

i s o p a c h on t h e PC. L e t ' s f i n d t h e new d r i l l t h e 

H u e r f a n o 549. I t ' s i n t h e n o r t h e a s t o f 33? 

A. R i g h t . 

Q. Look i n t h e s o u t h e a s t o f t h a t same s e c t i o n . 

Was t h e r e a p r e v i o u s a t t e m p t i n t h e P i c t u r e d C l i f f s ? 

A. Yes, t h e r e was. 

Q. What were t h e r e s u l t s o f t h a t w e l l ? 

A. I d o n ' t know e x a c t l y how much t h a t w e l l 

cumed, b u t I do know t h a t i t ' s now p l u g g e d and 

abandoned, t h a t p a r t i c u l a r w e l l . 

Q. T h a t ' s t h e k i n d o f d r a i n a g e t h i n g you a r e 

l o o k i n g a t f r o m a g e o l o g i c p e r s p e c t i v e i s t h a t t h a t 

sand package i s c o n n e c t e d w i t h a w e l l b o r * e t h a t ' s now 

abandoned? 

A. R i g h t . 

Q. You have s i m i l a r i n f o r m a t i o n as we move 

t h r o u g h o u t t h e u n i t t h e n , t o i l l u s t r a t e t h e P i c t u r e d 

C l i f f s ? I t may n o t a l l be i n h e r e , b u t y o u have t h a t 

a t M e r i d i a n ? 

A. R i g h t . 

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

d i s p l a y s t h e n . E x h i b i t K, what i s t h i s ? 

A. T h a t ' s a n e t t h i c k n e s s map o f t h e c o a l f o r 

t h e H u e r f a n o 549. 
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Q. Okay. And then E x h i b i t L? 

A. M i s a s t r u c t u r e map. 

Q. I'm looking at L. 

A. Oh, excuse me. Right. That i s a s t r u c t u r e 

map on the base of the l a s t group and c o a l for the 

Huerfano 54 9. 

Q. And f i n a l l y , M i s the c r o s s - s e c t i o n we've 

already t a l k e d about? 

A. Right. 

Q. Give me your sense as a g e o l o g i s t of the 

o b j e c t i v e of t h i s p a r t i c u l a r a p p l i c a t i o n and what you 

hope to accomplish i f the D i v i s i o n Examiner approves 

the a p p l i c a t i o n . What does t h i s a f f o r d Meridian an 

opportunity to do? 

A. Well, i t affords Meridian the opportunity to 

develop the F r u i t l a n d Coals and at the same time, be 

able to produce the remaining gas r e s e r v e s out of the 

P i c t u r e d C l i f f s . We've gone through some extensive 

dialogue already i n terms of the economics, why i t ' s 

prudent that we commingle the w e l l s r a t h e r than dual 

complete them or d r i l l stand-alone w e l l s . 

But b a s i c a l l y , i f we don't -- i t i s our 

contention t h a t i t makes good business sense to — for 

e x i s t i n g PC w e l l s to go up and perf — and i n f a c t , the 

F r u i t l a n d Coals and commingle i t with the e x i s t i n g PC 
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p r o d u c t i o n f o r new d r i l l s , i t s t i l l makes sense, i f 

y o u ' r e g o i n g t o d r i l l a F r u i t l a n d c o a l w e l l , y o u ' r e so 

c l o s e t o t h e P i c t u r e d C l i f f s you m i g h t as w e l l go down 

and d r i l l w i t h t h e P i c t u r e d C l i f f s and a l s o c ommingle 

w i t h t h e t wo r e s e r v o i r s t h a t way. 

Q. From a g e o l o g i c p e r s p e c t i v e s , does t h a t make 

sense t o you? 

A. Yes, i t does. 

MR. KELLAHIN: T h i s c o n c l u d e s my e x a m i n a t i o n 

o f Mr. Y e r s a k . We move t h e i n t r o d u c t i o n o f h i s 

E x h i b i t s F t h r o u g h M. 

EXAMINER STOGNER: E x h i b i t s F t h r o u g h M 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 . 

I ' v e h e a r d t e s t i m o n y t o d a y , Mr. Y e r s a k , 

a b o u t t h e F r u i t l a n d C o a l i n t h i s a r e a b e i n g d r y and n o t 

w a t e r p r o d u c t i v e . I s t h e r e any a s s o c i a t e d w a t e r 

p r o d u c t i o n ? I mean, do we see a b s o l u t e l y z e r o , t o t a l l y 

d r y ? Or i s t h e r e some w a t e r p r o d u c t i o n w i t h t h e 

c o a l - g a s ? 

THE WITNESS: W e l l , w i t h i n t h e H u e r f a n o U n i t 

t h e r e i s none. W i t h i n t h e -- you know, S c o t t and I 

t a l k e d a b o u t t h e f a c t t h a t we're i n t h e u n d e r - p r e s s u r e d 

p o r t i o n o f t h e F r u i t l a n d C o a l . W i t h i n t h e 

u n d e r - p r e s s u r e d p o r t i o n o f t h e F r u i t l a n d C o a l t h e r e a r e 

a r e a s where t h e c o a l s do p r o d u c e some a t e r . 
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EXAMINER STOGNER: Do you see the P i c t u r e d 

C l i f f s as be i n g harmed by any such water encroachment 

i f t h e r e s h o u l d be any? Should the w e l l be shut i n f o r 

any r e a s o n ? 

THE WITNESS: No. 

EXAMINER STOGNER: I s the P i c t u r e d C l i f f s --

does i t have any a s s o c i a t e d water p r o d u c t i o n ? 

THE WITNESS: As S c o t t has t e s t i f i e d , no. 

EXAMINER STOGNER: But you know of no 

g e o l o g i c a l r e a s o n s f o r i t to be water s e n s i t i v e ? 

THE WITNESS: R i g h t . We're not d e a l i n g w i t h 

any water s e n s i t i v e c l a y s t h a t --

EXAMINER STOGNER: We're t a l k i n g c o a l and 

sand e s s e n t i a l l y ? 

THE WITNESS: C o a l and sand. 

EXAMINER STOGNER: You s t a t e d e a r l i e r t h a t 

the Huerfano U n i t has e s s e n t i a l l y been d r i l l e d up. 

When I see E x h i b i t Number A, I see a l a r g e a r e a t h a t 

doesn't have any w e l l s . Am I to assume when I look a t 

E x h i b i t A or the map of the u n i t a r e a t h a t you're 

r e f e r r i n g t o Dakota or Mesa Verde a r e a ? 

THE WITNESS: That i s c o r r e c t . 

EXAMINER STOGNER: I n which you get the 

i n f o r m a t i o n from t h o s e l o g s because i t ' s logged through 

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

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

64 

THE WITNESS: R i g h t . 

EXAMINER STOGNER: I have no o t h e r q u e s t i o n s 

o f t h i s w i t n e s s , Mr. K e l l a h i n . 

MR. KELLAHIN: T h a t c o n c l u d e s o u r 

p r e s e n t a t i o n , Mr. Ex a m i n e r . I f you d e s i r e t o do so, we 

have f o r y o u r c o n v e n i e n c e , a c o m p u t e r d i s c t h a t ' s g o t 

t h e f o r m u l a s a l r e a d y on i t , i f you want t o use i t . 

EXAMINER STOGNER: Yes, I w o u l d . I w i l l be 

g l a d t o a c c e p t them. I w i l l r e t u r n t h i s t o y o u . 

MR. KELLAHIN: You may keep i t . I t ' s an 

e x t r a one. 

EXAMINER STOGNER: Somewhat o u t o f t h e 

o r d i n a r y , Mr. K e l l a h i n , t h e r e has been some d i s c u s s i o n 

on some o t h e r c o m m i n g l i n g a c t i v i t y w i t h P i c t u r e d C l i f f s 

and F r u i t l a n d C o a l . What I ' v e h e a r d t o d a y , g e n e r a l l y 

s p e a k i n g , can t h i s i n f o r m a t i o n — i s i t a l s o a p p l i c a b l e 

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

c o m m i n g l i n g s o f t h i s n a t u r e i n t h e San Juan B a s i n ? I n 

p a r t i c u l a r , I r e f e r t o cases 10721 t h r o u g h 25 t h a t we 

h e a r d — what — f o u r weeks ago? 

MR. KELLAHIN: Mr. Daves was t h e e x p e r t 

e n g i n e e r i n g w i t n e s s on some o f t h o s e c a s e s . He's been 

w o r k i n g on a l l t h e f o r m u l a s . And p e r h a p s t h o s e 

q u e s t i o n s a r e b e s t p u t t o h i m . I f you wan t t o r e c a l l 

h i m as t o t h a t q u e s t i o n , I t h i n k t h e b e t t e r answer 
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comes from him. 

EXAMINER STOGNER: Okay. L e t ' s do t h a t 

w h i l e we're on i t . I know i t ' s somewhat out of t h e 

o r d i n a r y , but we're somewhat l o o s e . But a t the same 

t i m e , I t h i n k i t ' s i m p o r t a n t t o put i t on the r e c o r d 

s h o u l d any o t h e r , say, f e d e r a l government e n t i t y r e v i e w 

such commingling procedures f o r any p a r t i c u l a r 

purposes. 

MR. KELLAHIN: Let me ta k e j u s t a second 

here, and I can g i v e you t h e r e f e r e n c e as t o those case 

numbers and t o t h e i n d i v i d u a l w e l l s so t h a t you and Mr. 

Daves are w o r k i n g w i t h t h e same i n f o r m a t i o n . 

EXAMINER STOGNER: And I ' l l t e l l you what, 

I ' l l l e t you ask t h e q u e s t i o n . That may be abl e t o 

speed t h i s procedure and process up a l i t t l e b i t . 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Daves, l e t me show you a summary of some 

of t h e p r i o r cases we've p r e s e n t e d t o t h e D i v i s i o n . 

S p e c i f i c a l l y , t h e y ' r e t h e w e l l s i n v o l v e d i n t h e p r i o r 

h e a r i n g . They are cases 10721 t h r o u g h 25. You 

p a r t i c i p a t e d i n some of those cases, d i d you n o t , s i r ? 

A. Uh-huh. 

Q. I've shared w i t h t h e Examiner a t a b u l a t i o n 

or an index of those c a s e s . The various components we 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

66 

had f o r d e s c r i b i n g how t o c a t e g o r i z e t h e r e q u e s t s i n 

t h o s e i n d i v i d u a l cases? 

A. R i g h t . 

Q. L e t me have you t a k e t h a t i n f o r m a t i o n , and 

f r o m t h a t p o i n t o f v i e w compare i t t o what y o u ' r e 

s e e k i n g t o do i n t h e H u e r f a n o U n i t i n s o f a r as t h e 

c o m m i n g l i n g ? 

A. Would you l i k e me t o go down one by one 

t h r o u g h t h e s e ? 

Q. I t h i n k so. I t h i n k i t m i g h t be h e l p f u l . 

L e t ' s l o o k a t i t . 

A. I f I m i g h t , I ' d l i k e t o s t a r t w i t h t h e Road 

C101, w h i c h i s 10724. I t s p o o l s a r e based on F r u i t l a n d 

C o a l , t h e P i c t u r e d C l i f f s and West K u t z . The o w n e r s h i p 

i n each o f t h e s e i s common. The issue: h e r e e s s e n t i a l l y 

was n o n s t a n d a r d l o c a t i o n and commingle:. I n t h i s c a s e , 

we were d e t e r m i n i n g t h a t b o t h f o r m a t i o n s as a 

s t a n d - a l o n e w o u l d be uneconomic. 

Q. The r o a d C101 c o u l d have been p r o c e s s e d 

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

l o c a t i o n ? 

A. T h a t ' s c o r r e c t . 

Q. B u t w i t h i n t h e c o n t e x t o f t h a t c a s e , 

M e r i d i a n p r e s e n t e d t h e t e c h n i c a l d a t a t h a t t h e y w o u l d 

have o t h e r w i s e s u b m i t t e d a d m i n i s t r a t i v e l y f o r d o w n h o l e 
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commingling p u r p o s e s ? 

A. C o r r e c t . And t h a t i s -- and each of t h e s e 

a r e on t h a t d i s c t h a t you p r e s e n t e d Mr. Stogner. 

Q. When we see the column on the f a r r i g h t t h a t 

s a y s subeconomic, you were d e a l i n g w i t h PC and 

F r u i t l a n d C o a l . I s the c r i t e r i a used t o j u s t i f y t h o s e 

r e s e r v o i r s b e i n g subeconomic the same k i n d of c r i t e r i a 

t h a t you've a p p l i e d t o Huerfano U n i t ? 

A. E x a c t l y . 

Q. When we go down to the Road C102, a g a i n , the 

same q u e s t i o n ? 

A. R i g h t . 

Q. Are you c o n s i s t e n t l y a p p l y i n g the same 

c r i t e r i a e c o n o m i c a l l y w i t h r e g a r d s t o w e l l c o s t s and 

p r o j e c t i o n of f u t u r e r e s e r v e s ? 

A. E x a c t l y . 

Q. I n a d d i t i o n to c u r r e n t r a t e s ? 

A. R i g h t . 

Q. And the n the W h i t l e y A-100, how does t h a t 

compare t o the c u r r e n t c a s e ? 

A. I t ' s v e r y s i m i l a r . The same c r i t e r i a a r e 

being used t o run t h e economics t o a l l o c a t e t h e 

r e s e r v e s . I t ' s an i d e n t i c a l p r o c e s s . 

Q. The l a s t two, t h e Rowley, 7500 and t h e 

McAllens 7500 a r e s l i g h t l y d i f f e r e n t i n s o f a r as t h e 
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t e s t i m o n y was t h e F r u i t l a n d C o a l c o u l d p r o b a b l y be 

j u s t i f i e d i n many i n s t a n c e s as s t a n d - a l o n e ? 

A. R i g h t . 

Q. But t h a t the PC c o u l d not? 

A. R i g h t . 

Q. And t h a t the o n l y way to produce a P i c t u r e d 

C l i f f was downhole commingling r a t h e r t h a n d u a l 

c o m p l e t i o n or s t a n d - a l o n e PC? 

A. R i g h t . 

Q. Again, same c r i t e r i a , same methodology, same 

economics a p p l i e d i n a l l t h o s e c a s e s as you a p p l i e d to 

the Huerfano U n i t w e l l s ? 

A. R i g h t . 

MR. KELLAHIN: I f i t would a i d you, Mr. 

Examiner, Mr. Daves and I would be happy to supplement 

the p r e s e n t a t i o n and p r o v i d e you a l i t t l e economic 

summary t h a t he can double check and v e r i f y w i t h 

r e g a r d s to p r o j e c t i o n s of c o s t s i n v o l v e d so t h a t you 

can be s a t i s f i e d t h a t t h e s e a r e t r u l y f o r e c a s t e d on a 

r e a s o n a b l e method t o g i v e you subeconomic s i t u a t i o n s 

where t h e only v i a b l e means of e x t r a c t i n g t h e 

a d d i t i o n a l gas i s the commingling p r o c e d u r e . 

EXAMINER STOGNER: Now a r e you t a l k i n g about 

the w e l l s today, or the w e l l s t h a t we were a l l u d i n g to 

i n the o t h e r p r e v i o u s c a s e s ? 
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MR. KELLAHIN: I propose to do i t f o r a l l 

the c a s e s . Today's c a s e and the p r e v i o u s ones so t h a t 

you can see t h e e n t i r e p a t t e r n of the economic p r o c e s s 

t h a t we've gone through to j u s t i f y t h e s e w e l l s . 

EXAMINER STOGNER: I would a p p r e c i a t e t h a t 

because then I w i l l make my p r e s e n t a t i o n to my 

s u p e r v i s o r and make i t my p r e s e n t a t i o n to him. 

THE WITNESS: Would i t h e l p to p r o v i d e you 

which a g e n e r i c c u r v e t h a t would show you P i c t u r e d 

C l i f f s EUR's and r a t e s as to where the b r e a k - o f f s would 

be f o r c u t o f f parameters f o r d u a l c o m p l e t i o n of 

s t a n d - a l o n e s ? I mean, t h a t seems t o me t o be a r e a l 

e asy p i c t o r i a l way to v e r i f y i t . I ' v e had to do t h a t . 

EXAMINER STOGNER: Mr. K e l l a h i n , i f you 

t h i n k t h a t Mr. Daves' s u g g e s t i o n would h e l p i n t h a t 

p r o p o s a l t h a t you're s u g g e s t i n g , I t h i n k i t would be 

somewhat h e l p f u l . 

MR. KELLAHIN: A l l r i g h t . S i r , i f y o u ' l l 

g i v e us the o p p o r t u n i t y to supplement t h e r e c o r d w i t h 

t h a t i n f o r m a t i o n . That c o n c l u d e s our p r e s e n t a t i o n . 

EXAMINER STOGNER: Okay. What k i n d of time 

frame a r e you l o o k i n g a t ? 

THE WITNESS: A week. 

EXAMINER STOGNER: A week. 

MR. KELLAHIN: Next F r i d a y t h i s t i m e . 
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EXAMINER STOGNER: B e f o r e I t a k e t h i s case 

u n d e r a d v i s e m e n t , t h e d i s c u s s i o n was h e l d j u s t t o 

downh o l e c o m m i n g l i n g . And s h o u l d t h e r e be any 

n o n - s t a n d a r d l o c a t i o n o r o t h e r e x c e p t i o n s t o t h e 

g e n e r a l r u l e s and r e g u l a t i o n s t h a t w i l l be h a n d l e d 

a c c o r d i n g l y , Mr. K e l l a h i n ? 

MR. KELLAHIN: T h a t i s o u r i n t e n t , Mr. 

E x a m i n e r . 

EXAMINER STOGNER: Thank y o u . I n t h a t c a s e , 

case number 10735 w i l l e s s e n t i a l l y be t a k e n u n d e r 

a d v i s e m e n t . I w i l l h o l d t h e r e c o r d open j u s t p e n d i n g 

t h e i n f o r m a t i o n t h a t y o u ' r e p r o p o s i n g , Mr. K e l l a h i n . 

MR. KELLAHIN: Thank y o u . 

EXAMINER STOGNER: B e f o r e I c a l l a r e c e s s , 

i s t h e r e a n y t h i n g f u r t h e r i n case 10735? L e t ' s t a k e a 

20 m i n u t e s r e c e s s . 

I do hereby certify that I h e ^ e g o l r g Is 

the Examiner r^rjng/>J_*-a*c 

heard b) 
, Examiner 

Oil Cor division 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

7 1 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) s s . 

COUNTY OF SANTA FE ) 

I , L i s a Danner-Suggs, C e r t i f i e d C o u r t 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t I 

cau s e d r v n o t e s t o be t r a n s c r i b e d u n d e r my p e r s o n a l 

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

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

h e a r i n g . 

o r employee o f any o f t h e p a r t i e s o r a t t o r n e y s i n v o l v e d 

i n t h i s m a t t e r and t h a t I have no p e r s o n a l i n t e r e s t i n 

t h e f i n a l d i s p o s i t i o n o f t h i s m a t t e r . 

I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

WITNESS MY HAND AND SEAL, June 14, 1993. 

LISA DANNER-SU 
CCR No. 257 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 


