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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

EXAMINER HEARING 

IN THE MATTER OF: Case 9851 

A p p l i c a t i o n o f McKay O i l C o r p o r a t i o n 
For h o r i z o n t a l d r i l l i n g , Chaves County, 
New Mexio. 

TRANSCRIPT OF PROCEEDINGS 

BEFORE DAVID R. CATANACH, EXAMINER 

STATE LAND OFFICE BUILDING 
SANTA FE, NEW MEXICO 

J a n u a r y 10, 1990 
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A P P E A R A N C E S 

FOR THE OIL CONSERVATION DIVISION: 

ROBERT G. STOVALL, ESQ. 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87501 

FOR MCKAY OIL CORPORATION: 

SANDERS, BRUIN, COLL & WORLEY, P.A. 
A t t o r n e y s a t Law 
600 U n i t e d Bank P l a z a 
400 N o r t h P e n n s y l v a n i a Avenue 
R o s w e l l , New Mexico 88202-0550 
BY: DAMON C. RICHARDS, ESQ. 
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MR. CATANACH: A t t h i s t i m e w e ' l l c a l l Case 

985 1 . 

MR. STOVALL: A p p l i c a t i o n o f McKay O i l 

C o r p o r a t i o n f o r h o r i z o n t a l d r i l l i n g , C h aves C o u n t y , New 

M e x i c o . 

MR. CATANACH: A r e t h e r e a p p e a r a n c e s i n t h i s 

c a s e ? 

MR. RICHARDS: Damon R i c h a r d s w i t h S a n d e r s , 

B r u i n , C o l l & W o r l e y — 

MR. STOVALL: W a i t j u s t a s e c o n d . 

MR. RICHARDS: -- r e p r e s e n t i n g McKay O i l 

C o r p o r a t i o n . And as w i t n e s s e s w e ' l l h a v e J i m S c h u l t z , 

a l a n d man, a n d J i m J o h n s o n , p e t r o l e u m e n g i n e e r . 

MR. CATANACH: Go o f f t h e r e c o r d f o r a s e c o n d 

h e r e . 

( T h e r e u p o n , a d i s c u s s i o n was 

h e l d o f f t h e r e c o r d . ) 

MR. CATANACH: W i t n e s s e s , p l e a s e , s t a n d t o be 

s w o r n i n . 

J I M SCHULTZ, 

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 b e e n f i r s t d u l y s w o r n 

u p o n h i s o a t h , was e x a m i n e d a n d t e s t i f i e d as f o l l o w s : 

MR. RICHARDS: I ' l l go a h e a d a n d s u b m i t a 

p a c k e t o f o u r e x h i b i t s . 

EXAMINATION 

CUMBRE COURT REPORTING 
( 5 0 5 ) 9 8 4 - 2 2 4 4 
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BY MR. RICHARDS: 

Q. W i l l you s t a t e y o u r name and a d d r e s s . 

A. Jim S c h u l t z , 809 Twin Diamond, R o s w e l l , New 

Mex i c o . 

Q. What i s y o u r p r e s e n t employment? 

A. McKay O i l C o r p o r a t i o n . 

Q. What do you do t h e r e ? 

A. I'm V i c e P r e s i d e n t o f Land and E x p l o r a t i o n . 

Q. What i s y o u r p a s t e d u c a t i o n ? 

A. My p a s t e d u c a t i o n , I have a c o l l e g e degree i n 

h i s t o r y and p o l i t i c a l s c i e n c e . I have a p a r a l e g a l 

d e g r e e . 

Q. How much e x p e r i e n c e do you have i n l a n d 

t r a i n i n g as a l a n d man? 

A. P r o b a b l y 12 y e a r s . 

Q. Have you a c t e d as a l a n d man f o r McKay O i l 

and f o r o t h e r e n t i t i e s d u r i n g t h a t t h a t 12-year t i m e 

p e r i o d ? 

A. Yes. 

Q. Have you been a b l e t o check t h e r e c o r d s o f 

v a r i o u s s t a t e s , i n c l u d i n g New Me x i c o , t o d e t e r m i n e t h e 

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

A. Yes. 

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

12 y e a r s ? 

CUMBRE COURT REPORTING 
(505) 984-2244 
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A. Yes. 

Q. D i d you have t h e o p p o r t u n i t y t o examine t h e 

l a n d s on t h e L.L. & E. F e d e r a l No. 3 W e l l and t h e McKay 

Harvey No. 1 W e l l l o c a t e d i n Chaves County, New Mexico? 

A. Yes. 

Q. Are t h e r e w e l l s p r e s e n t l y on t h e 160-acre 

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

A. Yes. 

Q. D i d you examine t h e o f f s e t a c r eage? 

A. Yes, I d i d . 

Q. D i d you p r e p a r e E x h i b i t s 1 and 2 i n d i c a t i n g 

t h e l o c a t i o n o f t h o s e w e l l s and t h e o f f s e t a c r eage? 

A. Yes, I d i d . 

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

m a r k i n g s ? 

A. Yes. 

Q. Who owns t h e o f f s e t l e a s e s ? 

A. P r e s e n t l y t h e o w n e r / o p e r a t o r i s Y a t e s 

P e t r o l e u m . 

Q. Now, I n o t i c e on t h e map, a c t u a l l y , Mesa and 

MTS as b e i n g t h e o f f s e t o p e r a t o r s . How do you know 

t h a t Y a t e s now has t h o s e ? 

A. T h e r e ' s a conveyance document d a t e d J a n u a r y 1 

of 89 w h i c h conveys a l l o f Mesa's i n t e r e s t s t o Ya t e s 

P e t r o l e u m , w h i c h a f f e c t t h e a c r e a g e on t h e L.L. & E. 

CUMBRE COURT REPORTING 
(505) 984-2244 
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No . 3 . 

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

o f Chaves County w h i c h show t h a t Y a t e s i s t h e l e s s o r o f 

t h e o f f s e t a c r e a g e on t h e McKay Harvey F e d e r a l No. 1. 

Q. D i d you p r e p a r e t h e a p p l i c a t i o n t h a t was 

s u b m i t t e d by McKay O i l C o r p o r a t i o n ? 

A. Yes, I d i d . 

Q. Was t h e r e a t y p o g r a p h i c a l e r r o r i n t h a t 

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

A. Yes, t h e r e was. 

Q. What was t h a t e r r o r ? 

A. The e r r o r was on t h e d e v i a t i o n p o i n t s f o r t h e 

McKay Harvey F e d e r a l No. 1. There was a s w i t c h i n 

wh e t h e r t h e d e v i a t i o n p o i n t was supposed t o be 660 f r o m 

t h e s o u t h and 960 f r o m t h e e a s t . The o r i g i n a l 

a p p l i c a t i o n , t h e way i t was w r i t t e n , w o u l d show t h a t 

t h e d e v i a t i o n p o i n t s w o u l d a c t u a l l y o n l y be one p o i n t . 

And I have p r e p a r e d an amendment t o t h a t t o 

show t h a t t h e r e i s a c t u a l l y two d e v i a t i o n p o i n t s we're 

t r y i n g t o a c h i e v e . And t h e amendment i s d a t e d J a n u a r y 

9 o f 90. 

MR. RICHARDS: Mr. Examiner, we s u b m i t an 

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

Q. (BY MR. RICHARDS) D i d you send o u t n o t i c e s 

t o t h e o f f s e t o p e r a t o r ? 

CUMBRE COURT REPORTING 
(505) 984-2244 
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A. Yes, I d i d . I m a i l e d i t on December 18. 

They r e c e i v e d i t on December 19. And I s e n t i t r e t u r n 

r e c e i p t r e q u e s t e d and have t h e o r i g i n a l r e t u r n r e c e i p t s 

p r e s e n t w i t h me a t t h i s t i m e . 

Q. Going back, we've s u b m i t t e d as E x h i b i t s 3 and 

4 e v i d e n c e t h a t Y a t e s P e t r o l e u m C o r p o r a t i o n i s t h e o n l y 

o f f s e t o p e r a t o r ; i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . 

Q. And E x h i b i t No. 5 t h a t you've p r e p a r e d i s a 

copy o f y o u r l e t t e r t o Y a t e s n o t i f y i n g them o f t h i s 

hear i n g ? 

A. Yes. 

Q. E x h i b i t No. 6 i n f o r m s Y a t e s o f t h e d o c k e t 

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

A. T h a t ' s c o r r e c t . 

Q. D i d you send t h o s e o u t c e r t i f i e d m a i l , r e t u r n 

r e c e i p t r e q u e s t e d ? 

A. Yes. 

Q. D i d you r e c e i v e back t h e r e c e i p t s ? 

A. Yes. 

Q. Are c o p i e s o f t h o s e r e c e i p t s a t t a c h e d t o 

E x h i b i t s 5 and 6? 

A. Yes. 

MR. STOVALL: H o l d up j u s t a second, Mr. 

R i c h a r d s . 

CUMBRE COURT REPORTING 
(505 ) 984-2244 
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(T h e r e u p o n , a d i s c u s s i o n 

was h e l d o f f t h e r e c o r d . ) 

MR. CATANACH: Go ahead, Mr. R i c h a r d s . 

Q. (BY MR. RICHARDS) You s u b m i t t e d an 

a p p l i c a t i o n f o r an u n o r t h o d o x l o c a t i o n . Were you 

a c t u a l l y g o i n g t o be d r i l l i n g w e l l s i n an u n o r t h o d o x 

l o c a t i o n ? 

A. P r e s e n t l y t h e L.L. & E. No. 3 W e l l i s i n an 

u n o r t h o d o x l o c a t i o n a l r e a d y b u t had p r i o r a p p r o v a l t i l l 

i t s d r i l l i n g . What we a r e r e q u e s t i n g i s t h a t we be 

a l l o w e d t o d i r e c t i o n a l d r i l l i n two d i f f e r e n t 

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

But i t w o u l d s t a y w i t h i n 660 f e e t o f an 

o u t s i d e b o u n d a r y l i n e . But i t w o u l d on t h e L.L. & E. 3 

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

On t h e McKay Harvey F e d e r a l No. 1, we w i l l 

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

p r e s e n t w e l l b o r e . However, t h e d e v i a t i o n p o i n t s , 

u l t i m a t e d e v i a t i o n p o i n t s , w o u l d s t i l l be w i t h i n a 

l e g a l l o c a t i o n s i n c e i t was n o t a t a v a r i a n c e more t h a n 

990 f e e t f r o m t h e o u t s i d e b o u n d a r y l i n e and no c l o s e r 

t h a n 660 f r o m t h e o u t s i d e b o u n d a r y l i n e . 

Q. So t h e r e a l a p p l i c a t i o n f o r t h e u n o r t h o d o x 

l o c a t i o n i s t o do some d i r e c t i o n a l d r i l l i n g ; i s t h a t 

c o r r e c t ? 

CUMBRE COURT REPORTING 
(505) 984-2244 
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A. T h a t ' s c o r r e c t , b u t t h e a p p l i c a t i o n i s a l s o 

t o g r a n t us t h e r i g h t f o r t h e d e v i a t i o n a l d r i l l i n g as 

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

OCD . 

Q. Have you t a l k e d w i t h Randy P a t t e r s o n who's 

t h e l a n d man a t Yates? 

A. Randy P a t t e r s o n , y e s , he's t h e l a n d manager 

f o r Y a t e s P e t r o l e u m . 

Q. Does he have any o b j e c t i o n t o t h i s d r i l l i n g ? 

A. No. Mr. P a t t e r s o n s a i d t h a t Y a t e s P e t r o l e u m 

has no o b j e c t i o n s t o t h i s . And I r e q u e s t e d t h a t he 

send us a l e t t e r o f h i s w a i v e r o f a t t e n d i n g t h e 

h e a r i n g . And he says Y a t e s n e v e r w a i v e s t h e i r r i g h t s 

t o be anywhere. But he had no p r o b l e m s w i t h t h e — 

w i t h o u r p r o p o s e d h o r i z o n t a l d r i l l i n g . 

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

anybody? 

A . No . 

MR. RICHARDS: Do you have any q u e s t i o n s o f 

t h i s w i t n e s s ? 

MR. CATANACH: Yes, I do. 

EXAMINATION 

BY MR. CATANACH: 

Q. Mr. S c h u l t z , on y o u r E x h i b i t No., 1 you j u s t 

show t h e p i n k a c r e a g e i s t h e Y a t e s acreage? 

CUMBRE COURT REPORTING 
(505) 984-2244 
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A. C o r r e c t . 

Q. I s McKay t h e o p e r a t o r o f a l l t h e o t h e r 

s u r r o u n d i n g a c r e a g e ? 

A. Yes, we a r e . 

Q. I n c l u d i n g S e c t i o n 1 t o t h e n o r t h ? 

A. Yes. We o b t a i n e d t h a t i n a f a r m - o u t f r o m 

INEXCO O i l Company, w h i c h , I guess, was a s s i g n e d t o 

L o u i s i a n a Land E x p l o r a t i o n . We have a f a r m - o u t , an 

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

Q. And a l s o on E x h i b i t 2, t o t h e west and t h e 

s o u t h , you a l s o own t h a t o f f s e t a c r e a g e ? 

A. Yes. Uh-huh. 

Q. So Y a t e s i s t h e o n l y a f f e c t e d o f f s e t 

o p e r a t o r ? 

A. Yes. 

Q. These a r e p r o p o s e d 1 6 0 - a c r e p r o r a t i o n u n i t s 

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

A. Yes. 

Q. I t ' s my u n d e r s t a n d i n g t h a t t h e a c t u a l 

h o r i z o n t a l p o r t i o n o f t h e w e l l i n t h e Abo f o r m a t i o n 

w i l l n o t e n c r o a c h on t h e 6 6 0 - f o o t s e t b a c k --

A. Yes. 

Q. — f o r each p r o r a t i o n u n i t ? 

A. Yes. 

MR. CATANACH: T h a t ' s a l l t h e q u e s t i o n s I 

CUMBRE COURT REPORTING 
(505) 984-2244 
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have o f t h e w i t n e s s a t t h i s t i m e . 

MR. RICHARDS: I ' d l i k e t o c a l l J i m Johnson. 

MR. STOVALL: Mr. R i c h a r d s , do you want t o 

move t h e a d m i s s i o n o f Mr. S c h u l t z ' e x h i b i t s ? 

MR. RICHARDS: Yes. We move t h e a d m i s s i o n o 

E x h i b i t s 1 t h r o u g h 6 

(T h e r e u p o n , E x h i b i t Nos. 1 t h r o u g h 

6 were o f f e r e d i n t o e v i d e n c e . ) 

MR. CATANACH: E x h i b i t s 1 t h r o u g h 6 w i l l be 

a d m i t t e d as e v i d e n c e . 

( T h e r e u p o n , E x h i b i t Nos. 1 t h r o u g h 

6 were a d m i t t e d i n t o e v i d e n c e . ) 

MR. RICHARDS: Thank y o u , Mr. S t o v a l l . 

MR. STOVALL: I o f t e n f o r g e t m y s e l f . 

JIM JOHNSON, 

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. RICHARDS: 

Q. P l e a s e s t a t e y o u r name and a d d r e s s . 

A. J i m Johnson, 60 West Lake D r i v e , A l b u q u e r q u e 

New M e x i c o . 

Q. What i s y o u r p r e s e n t employment and p o s i t i o n 

A. I'm P r e s i d e n t o f P e t r o l e u m Development 

C o r p o r a t i o n i n A l b u q u e r q u e , New Mexic o . 

CUMBRE COURT REPORTING 
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Give me a b r i e f b a c k g r o u n d o f y o u r e d u c a t i o n 

and work e x p e r i e n c e , p l e a s e . 

A . I r e c e i v e d a m e c h a n i c a l e n g i n e e r i n g / p e t r o l e u m 

o p t i o n d e g r e e f r o m Oklahoma S t a t e U n i v e r s i t y i n 1956. 

I w o r k e d as an e n g i n e e r p r o d u c t i o n f o r e m a n , d r i l l i n g 

f o r e m a n f o r G u l f O i l C o r p o r a t i o n i n West Texas and t h e 

G u l f Coast f o r a p p r o x i m a t e l y e i g h t - a n d - a - h a 1 f y e a r s . 

Pubco P e t r o l e u m , i n v a r i o u s p o s i t i o n s f r o m a r e a 

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

D a k o t a , Wyoming. And i n 1970 became v i c e p r e s i d e n t o f 

t h e Pubco i n A l b u q u e r q u e , New Me x i c o . 

Development C o r p o r a t i o n . And I have o p e r a t e d as v i c e 

p r e s i d e n t t o p r e s i d e n t o f t h i s company t o t h e p r e s e n t 

t i m e . I ' v e a l s o been p r e s i d e n t o f two o t h e r companies 

d u r i n g t h i s p e r i o d , Rodney D r i l l i n g C o r p o r a t i o n , i n 

R o s w e l l , New Me x i c o , f r o m 1984 t o 1989, and Pedco 

Swabbing C o r p o r a t i o n f r o m 1987 t o 1989. 

Q. D u r i n g y o u r work e x p e r i e n c e , you've had t h e 

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

w e l l s . About how many w e l l s have you s u p e r v i s e d t h e 

c o m p l e t i o n o f ? 

A. I n excess o f 1,000 w e l l s . 

Q. How many w e l l s i n New Mexico have you 

I w o r k e d w i t h an i n d e p e n d e n t o i l company 

I n 73 I s t a r t e d t h i s company, P e t r o l e u m 

CUMBRE COURT REPORTING 
{505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

1 7 

1 8 

1 9 

20 

2 1 

22 

23 

2 4 

25 

14 

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

A. The d r i l l i n g and c o m p l e t i o n o f 3 0 0 - p l u s 

w e l l s . 

Q. How ab o u t i n t h e Abo f o r m a t i o n ? 

A. Abo f o r m a t i o n , 1 0 0 - p l u s w e l l s . 

Q. And you do have a degre e i n e n g i n e e r i n g ? 

A. That i s c o r r e c t . 

MR. RICHARDS: We s u b m i t Mr. Johnson as an 

e x p e r t w i t n e s s i n t h e e n g i n e e r i n g m a t t e r s . 

MR. CATANACH: Mr. Johnson i s so q u a l i f i e d . 

A l s o , i f I may ask Mr. Johnson what h i s a s s o c i a t i o n 

w i t h McKay i s . 

THE WITNESS: I'm w o r k i n g w i t h McKay on a 

c o n s u l t i n g b a s i s . 

Q. (BY MR. RICHARDS) Are you f a m i l i a r w i t h t h e 

L.L. & E. F e d e r a l No. 3 W e l l and t h e McKay Harvey No. 1 

we l 1? 

A. Yes, I am. 

Q. Have you examined t h e w e l l c o m p l e t i o n r e p o r t s 

on t h o s e w e l l s ? 

A. Yes, I have. 

Q. You've marked t h e w e l l c o m p l e t i o n r e p o r t on 

t h e L.L. & E. w e l l as E x h i b i t No. 7. Co u l d you b r i e f l y 

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

i n c l u d i n g t h e p r o d u c i n g i n t e r v a l , t h e d a t e i t was 
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d r i l l e d , and t h e i n i t i a l t e s t ? 

A. W e l l , L.L. & E . 3? 

Q. Yes. 

A. The w e l l was d r i l l e d and r e a c h e d TD on March 

29, 1988. The w e l l was c o m p l e t e d on 4/20/1988. The 

p r o d u c i n g f o r m a t i o n i n t h i s w e l l was f r o m 2839 t o 2861 

f e e t i n t h e Abo sand. 

Q. Mr. Johnson, have you a l s o had t h e 

o p p o r t u n i t y t o l o o k a t some l o g s on t h a t w e l l ? 

A. Yes, I have. 

Q. And do t h o s e l o g s i n d i c a t e t h a t i t i s a — 

w o u l d be a c o m m e r c i a l p r o d u c e r i n t h e Abo f o r m a t i o n ? 

A. The l o g s i n d i c a t e d i t w o u l d be an e x c e l l e n t 

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

Q. Was i t a c t u a l l y c o m p l e t e d i n t h e Abo 

f o r m a t i o n ? 

A. That i s c o r r e c t . 

Q. And what was t h e i n i t i a l p r o d u c t i o n , d i d you 

say? 

A. The i n i t i a l AOF t e s t on t h a t w e l l t e s t e d , a 

c a l c u l a t e d a b s o l u t e open f l o w , w h i c h i s a s t a t e 

r e q u i r e d f o u r p o i n t t e s t , 986 MCF per day. 

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

w e l l ? 

A. The w e l l t h r o u g h November o f 1988 has 
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p r o d u c e d 33,311 MCF. 

Q. Has a v o l u m e t r i c s t u d y been p e r f o r m e d on t h e 

L.L. 6r E . No . 3 W e l l ? 

A. Yes. 

Q. What a r e t h e r e s u l t s o f i t ? 

A. The v o l u m e t r i c c a l c u l a t i o n o f f u t u r e 

p r o d u c i b l e r e s e r v e s was 764,589 MCF. 

Q. And y o u ' r e l o o k i n g on a n o t h e r e x h i b i t t h e r e , 

w h i c h w o u l d be E x h i b i t No. 1 1 , I b e l i e v e ; i s t h a t 

c o r r e c t ? 

A. T hat i s c o r r e c t . 

Q. And t h a t i n f o r m a t i o n i s p r i n t e d on t h e t o p o f 

t h a t e x h i b i t ? 

A. That i s c o r r e c t . 

Q. L e t ' s l o o k a t t h e McKay Harvey w e l l now and 

l o o k a t t h e w e l l c o m p l e t i o n r e p o r t , w h i c h i s marked as 

E x h i b i t No. 10. And, p l e a s e , e x p l a i n t o me t h e 

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

was c o m p l e t e d and t h e i n i t i a l f l o w r a t e . 

A. The p r o d u c i n g f o r m a t i o n i s f r o m 3,748 f e e t t o 

3,759 f e e t . T h i s i s a main f o r m a t i o n . A n o t h e r zone 

was a l s o p e r f o r a t e d , a l o w e r zone, t h a t p r o v e d n o t t o 

be p r o d u c t i v e f r o m 3959 t o 3961. 

The w e l l r e a c h e d TD on F e b r u a r y 14, 1984. I t 

was c o m p l e t e d on 3/21/1984 w i t h a c a l c u l a t e d a b s o l u t e 
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open f l o w 8,554 MCF per day. 

Q. What i s c u m u l a t i v e p r o d u c t i o n f r o m t h a t w e l l 

t o d a t e ? 

A. C u m u l a t i v e p r o d u c t i o n on t h i s w e l l i s 149,632 

MCF . 

Q. Was a v o l u m e t r i c s t u d y p e r f o r m e d on t h a t 

w e l l ? 

A. Yes, i t was. And t h e f u t u r e r e c o v e r a b l e 

r e s e r v e s was c a l c u l a t e d t o be 501,467 MCF. 

Q. Have you a l s o done a t e s t on t h e g r o s s 

r e c o v e r a b l e r e s e r v e s f r o m t h e s e two w e l l s ? 

A. Yes, I have. 

Q. What a r e t h e y ? 

A. The f u t u r e p r o j e c t e d r e c o v e r a b l e r e s e r v e s on 

th e L.L. & E. F e d e r a l No. 3 i s 105,600 MCF. F u t u r e 

r e c o v e r a b l e r e s e r v e s p r o j e c t e d on t h e McKay Harvey 

F e d e r a l No. 1, i s 297,632 MCF. 

Q. And you s e t f o r t h t h o s e f i g u r e s on E x h i b i t 

No. 12; i s t h a t c o r r e c t ? 

A. Yes. 

Q. You a r e coming b e f o r e t h e Commission a t t h i s 

t i m e a s k i n g a r i g h t t o do some d e v i a t i o n a l d r i l l i n g . 

Why do you r e q u e s t t h a t ? 

A. We a r e r e q u e s t i n g d e v i a t i o n a l d r i l l i n g , or 

a c t u a l l y h o r i z o n t a l d r i l l i n g , i n t o t h e pay zone 
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because -- w e l l , n o t r e c o v e r i n g f r o m t h e w e l l b o r e even 

a f t e r an e x t e n s i v e a d e q u a t e f r a c t u r e t r e a t m e n t , t h e 

r e s e r v e s t h a t s h o u l d be r e c o v e r e d f r o m t h e s e 

we 1 l b o r e s . 

The L.L. & E. 3 i s a p p a r e n t l y g o i n g t o 

pr o d u c e a p p r o x i m a t e l y 14 p e r c e n t o f what we s h o u l d be 

r e c o v e r i n g . The McKay Harvey i s o n l y r e c o v e r i n g a b o u t 

60 p e r c e n t o f what we s h o u l d be r e c o v e r i n g . 

We f e e l t h a t we can by d r i l l i n g h o r i z o n t a l l y 

i n t h e f o r m a t i o n -- t h a t i t ' s a p o s s i b i l i t y t h a t we 

w i l l e n c o u n t e r a d d i t i o n a l v e r t i c a l f r a c t u r e s known t o 

be i n t h i s r e s e r v o i r t h r o u g h o u t t h i s f i e l d . And we 

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

s i n c e t h e Abo sand i s a t i g h t sand and v e r y low 

p e r m e a b i 1 i t y . 

I f t h e b u l k o f t h e s e t h i n g s do o c c u r , a 

tremendous amount o f a d d i t i o n a l r e s e r v e c o u l d be 

r e c o v e r e d f r o m t h e s e w e l l s . 

Q. Have you ev e r w o rked on w e l l s i n w h i c h you've 

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

A. Yes, I have. 

Q. Have you s u p e r v i s e d t h e d r i l l i n g o f t h o s e 

we 11s? 

A. Yes. 

Q. Where were most o f t h o s e w e l l s ? 
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A. One was i n Canada. About t h r e e t i m e s I ' v e 

w o r k e d on them i n t h e G u l f Coast. 

Q. Do you f e e l l i k e y o u ' r e q u a l i f i e d t o 

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

A. Yes, I do. 

Q. Have you been employed by McKay O i l 

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

A. Yes, I have. 

Q. Are you f a m i l i a r w i t h t h e t o o l s and 

i n s t r u m e n t s used i n t h e d i r e c t i o n a l d r i l l i n g ? 

A. Yes, I am. 

Q. L e t ' s l o o k a t y o u r e x h i b i t t h a t ' s No. 11 and 

e x p l a i n t o me what you have drawn on t h a t e x h i b i t and 

what a l l t h o s e f i g u r e s r e p r e s e n t . I n o t h e r w o r ds, 

e x p l a i n t o me t h e p r o c e d u r e y o u ' r e g o i n g t o use t o do 

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

A. T h i s i s a s c h e m a t i c o f t h e b o t t o m o f t h e 

h o l e , w h i c h shows TD, where t h e f o u r - a n d - a - h a l f i n c h 

c a s i n g i s s e t a t 3154. I t was cemented w i t h 325 

s a c k s . The t o p o f cement o u t s i d e o f t h e c a s i n g was 

2260 . 

Shows where t h e w e l l has been p e r f o r a t e d ' , a 

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

t h a t were n o n p r o d u c t i v e , where t h e p e r f o r a t i o n s , 

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

t h i s w e l l t h a t we have f o r t h e month o f November 

p r o d u c e d 1,080 MCF. Shows t h a t t h e w e l l was a c i d i z e d 

w i t h 2,000 g a l l o n s and c r a c k t r e a t e d w i t h 40,000 

g a l l o n s c r o s s l i n k e d g e l , u s i n g 77,500 pounds o f 2040 

mesh sand. 

Shows t h e t o p o f t h e Abo f o r m a t i o n a t 2785. 

And, as f a r as we can t e l l , o r I can f r o m t h e l o g s , we 

d i d n o t go o u t o f t h e Abo f o r m a t i o n d r i l l i n g t h e TD. 

We have a s e t t i n g -- have s e t a c a s t - i r o n b r i d g e p l u g 

r i g h t above e x i s t i n g p e r f o r a t i o n s a t 2835. 

We t h e n went i n t h i s w e l l and m i l l e d t h e 

c a s i n g , t h e t o p o f t h e window b e i n g a t 2814, and t h e 

b o t t o m o f t h e window b e i n g a t 2830. I n o t h e r w o r d s, we 

m i l l a l l t h e f o u r - a n d - a - h a l f c a s i n g up. There's no 

c a s i n g i n t h a t i n t e r v a l now. 

We t h e n s e t a cement p l u g and d r i l l e d i t o u t 

t o 2819 f e e t . T h i s w i l l be t h e k i c k o f f p o i n t f o r a 

d e v i a t e d h o l e . We were r u n n i n g w i t h a s e t o f t o o l s and 

k i c k o f f a t 2819. We w i l l d r i l l a 90 degree a r c o v e r a 

v e r t i c a l l e n g t h o f 29 f e e t . The a x l e l e n g t h o f a r c 

w i l l be 46 f e e t . 

We w i l l t h e n d r i l l h o r i z o n t a l l y i n t h e c e n t e r 

of t h e pay zone a t 2840 f e e t f o r a d i s t a n c e o f 271 f e e t 

m a king t h e TD o f t h e h o l e a t t h a t t i m e a t 3136. We 
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w i l l r u n d i r e c t i o n a l s u r v e y s a t 2819, 2834, 2849, 2865, 

2915, 3025 and 3136. We do t h i s i n t h e e v e n t , f o r some 

unknown r e a s o n , i f t h e h o l e g e t s o f f a l i t t l e b i t , we 

can k i c k i t r i g h t back i n where i t ' s supposed t o be. 

A f t e r we have t e s t e d t h i s a r c -- t h i s a r c , by 

t h e way, w i l l be g o i n g e a s t 13 degr e e s s o u t h , o r 

a z i m u t h o f 103 d e g r e e s . 

A f t e r t h i s a l l o w a b l e has been a d e q u a t e l y 

t e s t e d , we p l a n on g o i n g i n and d r i l l i n g a cement p l u g 

t o 2825 f e e t . A t t h a t p o i n t we w i l l k i c k o f f and d r i l l 

a 90 de g r e e a r c o v e r a v e r t i c a l d e p t h o f 23 f e e t . The 

a r c w i l l be 36 f e e t i n l e n g t h . 

At t h a t p o i n t we w i l l d r i l l h o r i z o n t a l l y i n 

t h e c e n t e r o f t h e pay zone f o r 277 f e e t , a d e p t h , 

v e r t i c a l d e p t h , o f 2848. The TD o f t h e w e l l , t h e a r c 

or t h e l a t e r a l a t t h a t p o i n t w i l l be 3,138 f e e t . 

We w i l l r u n d e v i a t i o n s , d i r e c t i o n a l s u r v e y s , 

a t 2837, 2849, 2861, 2911 3024, and 3138. And t h e n 

w e ' l l t e s t t h e two l a t e r a l s t o g e t h e r . 

Q. Do t h e l a t e r a l s t h a t y o u ' l l be d r i l l i n g a t 

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

t h e l o g s ? 

A. Yes. They a r e a p p r o x i m a t e l y i n t h e c e n t e r o f 

t h e main pay zone on t h e l o g s . 

Q. And f r o m r u n n i n g t h e s e t e s t s , y o u ' l l be s u r e 
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y o u ' r e s t a y i n g i n t h o s e pay zones; i s t h a t c o r r e c t ? 

A. That i s c o r r e c t . 

Q. Now, you h a v e n ' t i n d i c a t e d i n y o u r e x h i b i t 

t h a t t h e r e w i l l be a 90 de g r e e -- you have c o n t i n u e d t o 

t a l k a b o u t a 90 degree k i c k o u t . W i l l t h a t 90 degr e e s 

a c t u a l l y be changed a l i t t l e b i t i n a c c o r d a n c e w i t h 

E x h i b i t No. 14 sh o w i n g t h e a c t u a l d e v i a t i o n s u r v e y 

d u r i n g t h e o r i g i n a l d r i l l i n g o f L.L. & E. F e d e r a l No. 3 

wel 1 ? 

A. Yes. T h i s c o u l d be c o r r e c t e d somewhat. I n 

f a c t , we're g o i n g t o a c t u a l l y r u n a d i r e c t i o n a l s u r v e y 

p r i o r t o d o i n g our k i c k o f f t o be s u r e t o g e t a check on 

what t h e d e v i a t i o n i s a t t h a t t i m e and t h e a z i m u t h a t 

t h a t t i m e . 

That way, f o r example, i f i t ' s o f f 2 d e g r e e s , 

say, t o a t a c e r t a i n d i r e c t i o n , we may o n l y be k i c k i n g 

o u t — we may o n l y c u t an 88 degre e a r c r a t h e r t h a n a 

90 d e g r e e a r c and be g o i n g o u t o f t h e sands. 

Q. The o b j e c t i v e d e p t h on b o t h o f t h e s e -- or 

th e o b j e c t i v e p o i n t where y o u ' l l s t o p on b o t h o f t h e s e 

l a t e r a l s w i l l s t i l l be more t h a n 660 f e e t away f r o m t h e 

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

A. That i s c o r r e c t . I n f a c t , t h e l a t e r a l i t s e l f 

w i l l a l w a y s be 660 f e e t . 

Q. Okay. Now, l e t ' s l o o k a t y o u r E x h i b i t No. 
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12, w h i c h i s on t h e McKay Harvey F e d e r a l No. 1. And 

w i l l you e x p l a i n y o u r s c h e m a t i c on t h a t ? 

A. Okay. T h i s i s a l s o a s c h e m a t i c o f t h e b o t t o m 

o f t h e h o l e w h i c h shows t h e TD o f t h e w e l l w i t h t h e 

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

i n t e r v a l t h a t has been p l u g g e d o f f w i t h a c a s t - i r o n 

b r i d g e p l u g . Shows t h e base o f t h e Abo t o be a t 4283 

f e e t , t h e e x i s t i n g p e r f o r a t i o n s f o r 3748 t o 3759 f e e t . 

We a c i d i z e d w i t h 1500 g a l l o n s and f r a c ' d t h i s 

w e l l w i t h 30,000 g a l l o n s c r o s s l i n k e d g e l , 45,700 pounds 

of sand. The t o p o f t h e Abo f o r m a t i o n i s a t 3632 

f e e t . We've s e t a c a s t - i r o n b r i d g e p l u g a t 3746 f e e t 

r i g h t above t h e e x i s t i n g p e r f o r a t i o n s . 

We c u t a window i n t h e c a s i n g , t h e 

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

window b e i n g a t 3724 f e e t , t h e b o t t o m o f t h e window 

b e i n g a t 3740 f e e t . 

We've s e t a cement p l u g i n t h i s w e l l . We 

have d r i l l e d a cement p l u g o u t t o 3729 f e e t . T h i s w i l l 

be o u r k i c k o f f f o r our n o r t h l a t e r a l . W e ' l l k i c k o f f 

and make a 90 degre e a r c o v e r a v e r t i c a l d e p t h o f 25 

f e e t . The l e n g t h o f t h e a r c w i l l be 39 f e e t . 

At t h a t p o i n t w e ' l l d r i l l h o r i z o n t a l l y i n 

a p p r o x i m a t e l y t h e c e n t e r o f t h e pay zone f o r 275 f e e t . 

T h i s w i l l be a t a v e r t i c a l d e p t h o f 3754. The TD o f 
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t h e w e l l w i l l be 4043 f e e t . 

We w i l l t h e n t e s t t h i s zone. But f i r s t o f 

a l l , w e ' l l go ahead and g i v e t h e d i r e c t i o n a l s u r v e y s 

t h a t were r u n on t h i s one. The d i r e c t i o n a l s u r v e y s 

were a t 3729, 3742, 3755, 3768, 3818, 3930, and 4033. 

Then we w i l l a d e q u a t e l y t e s t t h i s l a t e r a l . 

At t h a t t i m e we w i l l d r i l l t h e cement p l u g t o 

3735 f e e t . W e ' l l k i c k o f f a t t h a t p o i n t , make a 90 

degree a r c o v e r a v e r t i c a l d e p t h o f 19 f e e t . The a r c 

l e n g t h w i l l be 30 f e e t . At t h a t p o i n t w e ' l l d r i l l 

h o r i z o n t a l l y i n a p p r o x i m a t e l y t h e c e n t e r o f pay zone a t 

3754 f e e t f o r a d i s t a n c e o f 281 f e e t . 

The d e p t h o f t h e h o l e a t t h a t p o i n t w i l l be 

4046 f e e t . And w e ' l l a g g r e g a t e t h e t e s t w i t h t h e s e two 

l a t e r a l s t o g e t h e r . 

Q. Once a g a i n , t h e d e v i a t i o n s o f t h e 90 de g r e e s 

w i l l a c t u a l l y t a k e i n t o t h e a c c o u n t t h e d e v i a t i o n 

s u r v e y t h a t ' s a t t a c h e d as E x h i b i t No. 13; i s t h a t 

c o r r e c t ? 

A. That i s c o r r e c t . 

Q. Mr. Johnson, how do you b e l i e v e t h a t t h i s 

d r i l l i n g w i l l save c o s t s and a l l o w more p r o d u c t i o n f r o m 

t h o s e w e l l s and p r o t e c t t h e c o r r e l a t i v e r i g h t s o f t h e 

owners o f o i l and gas i n t h i s area? 

A. W e l l , f r o m our i n f o r m a t i o n and summaries i n 
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t h i s a r e a i n t h i s Abo f i e l d , e s p e c i a l l y o v e r by t h e 

L.L. & E. 3, a t t h e p r e s e n t t i m e f o r t h e r e s e r v e s t h a t 

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

p r o j e c t e d r e s e r v e s , we w o u l d n o t r e c o v e r a l l t h e 

r e s e r v e s on 4 0 - a c r e s p a c i n g , much l e s s 160-acre 

s p a c i n g . 

We a r e h o p e f u l t h a t t h i s h o r i z o n t a l d r i l l i n g 

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

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

t h a t we c o u l d d r a i n up as much as 160 a c r e s . 

Of c o u r s e , t h i s w o u l d save a tremendous 

amount o f money i f t h e y c o u l d go o u t t h e r e and d r i l l 

w e l l s , w e l l s , w e l l s . I n f a c t , a t t h e p r e s e n t t i m e , t h e 

r e s e r v e s we g e t f r o m t h e s e w e l l s , we c a n ' t even a f f o r d 

t o e c o n o m i c a l l y d r i l l a n o t h e r w e l l t o even r e c o v e r 

100,000 o r 150,000 b a r r e l s r e s e r v e s based on t h e p r i c e 

o f n a t u r a l gas a t t h i s t i m e . 

MR. RICHARDS: Do you have any q u e s t i o n s ? 

MR. CATANACH: Yes. 

EXAMINATION 

BY MR. CATANACH: 

Q. Mr. Johnson, has t h i s t y p e o f w e l l c o m p l e t i o n 

e v e r been a t t e m p t e d i n t h e Abo? 

A. No, i t has n o t . 

Q. Has n o t . How d i d you d e t e r m i n e t h e d i r e c t i o n 
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of y o u r l a t e r a l s , t h e d i r e c t i o n o f t h e p r o p o s e d 

l a t e r a l s ? 

A . How d i d we d e t e r m i n e t h e d i r e c t i o n o f i t ? 

Q • The d i r e c t i o n t h e y ' l l go. 

A . T h e y ' l l — i t w i l l be done w i t h a s p e c i a l 

t o o l t h a t — we're u s i n g a company named S i d e w i n d e r o u t 

of T u l s a , Oklahoma. And i t w i l l be done w i t h a s p e c i a l 

t o o l t h a t t h e y ' r e j u s t now d o i n g , and t h e y ' v e 

e x p e r i m e n t e d w i t h i t and t e s t e d i t . And t h e y ' r e g o i n g 

t o be t h e e x p e r t s on g e t t i n g t h a t t h i n g g o i n g t h e r i g h t 

d i r e c t i o n . 

Q. I'm s o r r y . I d i d n ' t make m y s e l f c l e a r . 

A. Okay. 

Q. How d i d you guys d e t e r m i n e w h i c h d i r e c t i o n t o 

d r i l l t h e s e l a t e r a l h o l e s ? 

A. Okay. Based on t h e i n f o r m a t i o n we have f r o m 

o f f s e t sands and i n t h e e x i s t i n g w e l l s , we've had maps 

made o f i s o p a c h s o f t h e sands and d e c i d e d t o t a k e o f f 

i n t h e b e s t d i r e c t i o n we c o u l d t a k e o f f t o e n c o u n t e r 

t h e b e s t sands. 

Q. I k i n d o f d i d n ' t g e t y o u r f i g u r e s . You 

s t a t e d somewhat t o t h e e f f e c t t h a t t h e L.L. & E. w e l l 

w o u l d o n l y r e c o v e r 14 p e r c e n t o f t h e r e s e r v e s ? 

A. The v o l u m e t r i c r e s e r v e s , r e c o v e r a b l e 

v o l u m e t r i c , were c a l c u l a t e d a t 764,589 MCF. T h i s i s a 
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zone o f 22 f e e t , i t has 16 p e r c e n t p o r o s i t y , w a t e r 

s a t u r a t i o n o f ab o u t 35 p e r c e n t . 

And a t t h e p r e s e n t t i m e based on d e c l i n e 

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

r e s e r v e s w i l l be 105,600 MCF. 

MR. STOVALL: You mean t h e t o t a l r e c o v e r y 

t h r o u g h t h a t ? 

THE WITNESS: Yes. T o t a l r e c o v e r a b l e 

r e s e r v e s f r o m t h i s w e l l b o r e . I t has c u r r e n t l y p r o d u c e d 

33,311 MCF. The c u r r e n t p r o d u c t i o n r a t e i s 1080 MCF 

per month. 

Q. (BY MR. CATANACH) So t h a t ' s where you g e t 

th e 14 p e r c e n t . T h a t ' s f a i r l y low f o r a gas f i e l d , 

i s n ' t i t ? 

A. I t ' s v e r y 1ow. 

Q. On t h e Harvey what d i d you f i g u r e t h e r e ? 

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

149,632. I ' v e c a l c u l a t e d , based on d e c l i n e c u r v e s , t h e 

f u t u r e t o t a l r e c o v e r a b l e r e s e r v e s t h a t we w i l l r e c o v e r 

i s 297,632. The c u r r e n t p r o d u c i n g r a t e i s 1850 MCF. 

The v o l u m e t r i c r e c o v e r a b l e r e s e a r c h e s was 501,467. 

Q. Mr. Johnson, i s t h e r e any way t o e s t i m a t e 

what you m i g h t r e c o v e r w i t h t h e s e two w i t h t h e 

l a t e r a l s ? I s t h e r e any way t o do t h a t ? 

A. I t ' s v e r y d i f f i c u l t . We f e e l l i k e t h e r e ' s no 
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q u e s t i o n i n our minds and many o t h e r o p e r a t o r s ' minds 

i n t h i s a r e a t h a t we do have v e r t i c a l f r a c t u r e s i n t h e 

Abo sands t h r o u g h o u t t h e Abo pay. 

And, o f c o u r s e , t h e b i g hope h e r e i s a r e we 

c r a c k i n g t h e w e l l ? I s i t g o i n g o u t 30 f e e t o r 40 

f e e t ? We c a l c u l a t e i t t o go o u t 1300 f e e t and g o i n g up 

v e r t i c a l f r a c t u r e s . We're n o t g e t t i n g what we s h o u l d 

be g e t t i n g . T h i s i s one o f t h e b i g t h i n g s . 

The o t h e r t h i n g , what e f f e c t w i l l t h i s have? 

We w i l l i n c r e a s e t h e exposed a r e a o f t h e sand by 6 t o 

11 t i m e s what we have exposed now t o t h e w e l l b o r e by 

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

c a l c u l a t i o n s , w h i c h s h o u l d enhance h i g h e r p r o d u c t i o n . 

We're h o p e f u l t h a t t h e s e w e l l s , t h a t we can 

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

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

we 11bo r e s. 

Q. Do you have an i d e a t h a t — o r do you have an 

o p i n i o n as t o w h e t h e r t h e l a t e r a l s w i l l d r a i n an a r e a 

l a r g e r t h a n 160 a c r e s ? 

A. I do n o t f e e l t h a t t h e l a t e r a l s w i l l . 

Q. You m e n t i o n t h e t i g h t sands, low 

p e r m e a b i l i t y . I s t h i s i n d i c a t i v e o f t h e Abo j u s t i n 

t h i s a r e a o r t h e t o t a l Abo? 

A. The t o t a l Abo f i e l d i s t i g h t sands, low 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

13 

1 4 

1 5 

1 6 

1 7 

1 8 

19 

20 

2 1 

2 2 

23 

2 4 

25 

29 

p e r m e a b i l i t y . The t o t a l f i e l d i s . There's some w e l l s 

i n t h e Abo t h a t a r e v e r y good w e l l s . And I ' v e had 

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

v e r y — t h i s i s 1 or 2 p e r c e n t o f t h e t o t a l w e l l s i n 

t h e f i e l d . 

But a p p a r e n t l y t h e y a r e e n c o u n t e r e d i n l a r g e 

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

happen, w h i c h i n c r e a s e d t h e p e r m e a b i l i t y t o t h e 

w e l l b o r e . But i t ' s -- you know, t h e Abo was c l a s s i f i e d 

a t i g h t sand and r e c e i v e d t h e 108 MG PA c l a s s i f i c a t i o n , 

w h i c h gave us a h i g h e r gas p r i c e f o r a l o n g p e r i o d o f 

t ime . 

I t a l s o q u a l i f i e d a t one t i m e f o r t h e t i g h t 

sands t a x c r e d i t because i t was — and we r e c e i v e d $.51 

i n MCF t a x c r e d i t f o r a p e r i o d o f t i m e . 

Q. How d i d you p i c k t h e s e two p a r t i c u l a r w e l l s 

t o c o n d u c t t h i s ? 

A. W e l l , t h e y were p i c k e d by McKay O i l 

C o r p o r a t i o n . And w i t h some o f our -- what we want t o 

do a c t u a l l y i s we have a w e l l o v e r h e r e , t h e McKay 

Harvey i s ab o u t — i n t h e deeper p a r t o f t h e f i e l d — 

i t ' s a t 3700 f e e t . The o t h e r w e l l i s a t 2800 f o o t . 

So you a c t u a l l y have t h e west Abo, west Pecos 

s l o p e Abo f i e l d , w h i c h i s where t h e L.L. & E. No. 3 i s 

l o c a t e d . We had many w e l l s i n t h i s . We have 80 w e l l s 
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we o p e r a t e i n t h i s a r e a . 

We g e t o v e r h e r e t o t h e McKay Harvey a r e a , 

t h i s i s a d i f f e r e n t a r e a , so we wanted t o do i t on b o t h 

s i d e s o f t h e f i e l d . 

Q. T h i s i s s o m e t h i n g t h a t may be c o n t i n u e d i n 

t h e f u t u r e i f t h e s e two were s u c c e s s f u l ? 

A. I f t h e s e a r e s u c c e s s f u l , I i m a g i n e we're 

g o i n g t o d r i l l e v e r y w e l l o u t t h e r e t h a t we have. 

Q. On t h e p a r t i c u l a r s o f t h e a c t u a l d r i l l i n g and 

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

s u r v e y t o y o u r k i c k o f f p o i n t ? 

A. A d i r e c t i o n a l s u r v e y . 

Q. D i r e c t i o n a l s u r v e y . 

A. So t h i s w i l l be -- w h i c h w i l l be b o t h t h e 

i n c l i n a t i o n and t h e a z i m u t h . We have t o be s u r e t h a t 

we s t a y i n t h a t sand o r we d e f e a t our p u r p o s e . 

Q. There i s no c a s i n g s e t i n t h e l a t e r a l 

p o r t i o n s ? 

A . No . 

Q. J u s t open h o l e c o m p l e t i o n ? 

A. J u s t open h o l e . There c o u l d be a 

p o s s i b i l i t y — and we know, h o p e f u l l y , t h e w e l l c o u l d 

s l u f f i n on us. I f i t i s , o ur p l a n s w o u l d be t o c l e a n 

t h e h o l e o u t and more t h a n l i k e l y r u n a f i b e r g l a s s t y p e 

l i n e i n t h e h o l e , i n t h e l a t e r a l . 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

18 

19 

20 

2 1 

2 2 

23 

24 

25 

One t h i n g I t h i n k I may have f a i l e d t o say on 

t h e McKay Harvey F e d e r a l No. 1, t h e f i r s t l a t e r a l i s 

g o i n g t o go due n o r t h ; t h e second l a t e r a l w i l l be g o i n g 

due w e s t . 

On t h e L.L. & E. 3, I d i d say where t h e f i r s t 

l e v e l i s g o i n g . The second l a t e r a l w i l l be g o i n g due 

west . 

Q. Due west and what o t h e r d i r e c t i o n ? 

A. The o t h e r one w i l l be e a s t 13 d e g r e e s s o u t h 

on a z i m u t h r e a d i n g o f 103 d e g r e e s . 

Q. When b o t h t h e l a t e r a l s a r e d r i l l e d and 

p r o d u c i n g , t h o s e w i l l j u s t be p r o d u c e d — how? Up t o 

cas i n g ? 

A. No. W e ' l l r u n t u b i n g i n t h e h o l e j u s t 

l i k e — w e ' l l r u n t u b i n g 2 3/8 t u b i n g i n t h e h o l e j u s t 

l i k e i t ' s c u r r e n t l y p r o d u c i n g . 

Q . On t h e Harvey W e l l , t h e cement t o p i s below 

y o u r k i c k o f f p o i n t o r below where y o u ' r e g o i n g t o go 

w i t h y o u r l a t e r a l s . I s t h a t g o i n g t o be a p r o b l e m a t 

a l l ? 

A. W e l l , t h e t o p o f t h e cement i s 3256. 

MR. CATANACH: Oh, I'm s o r r y . T h a t ' s r i g h t . 

T h a t ' s a l l t h e q u e s t i o n s we have a t t h i s 

t i me . 

MR. RICHARDS: Okay. 
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MR. CATANACH: The w i t n e s s may be e x c u s e d . 

MR. RICHARDS: We move f o r t h e a d m i s s i o n o f 

t h e r e m a i n i n g E x h i b i t s 7 t h r o u g h 14 

( T h e r e u p o n , E x h i b i t Nos. 7 t h r o u g h 

14 w e r e o f f e r e d i n t o e v i d e n c e . ) 

MR. CATANACH: E x h i b i t s 7 t h r o u g h 14 w i l l be 

a d m i t t e d as e v i d e n c e i n t h i s c a s e . 

( T h e r e u p o n , E x h i b i t Nos. 7 t h r o u g h 

14 w e r e a d m i t t e d i n t o e v i d e n c e . ) 

T h e r e b e i n g n o t h i n g f u r t h e r i n t h e c a s e , i t 

w i l l be t a k e n u n d e r a d v i s e m e n t . 
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