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MR, CATANACH: We will recon-
vene and we will call next Case %129, which is the applica-
tion of Virginia ?. Uhden, Helen Orbesen, and Carroll 6.
Holmberg for eight nonstandard gas proration units, San Juan
County, Hew Mexico.

Are there appearances in this

MR. BRUCE: Mr. Examiner, ny
name is Jim Bruce from the Hinkle Law firm in Santa Fe, rep-
regsenting the applicants in this natter.

MR, CATABUNACH: Are there any
other appearances in this case?

¥MR. CARR: May it please the
Fxaminer, my name is wWilliam FP. Carr with the law firm of
Campbell & Black, P. A., of 3anta Fe.

I represent C&iF Operations,
Inc., ¥%. P. Carr, and other members of the Carr fasily that
are identified on the written entry of appearances filed in

the case.

MR, CATAMACH: Any other ap-
pearancs’?
MR. KELLANIN: ¥r. Examiner,

I'm Tom Kellahin from Santa e, Hew Mexico, appearing on

hehalf of HMeridian Qil Company.
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Lund,
with #Mr. Carr.

MR.
so note that Hr.

pearance for Amoco has withdrawn.

MR,
other appearances?

How
to have, gentlemen?

ME,
Examiner,

%.‘1-

=
e
atnt
3

call a witness.
MR,
MR.
don't intend to call a witness.

MR

Pix e

5

LUND: Mr, Examiner, Kent

attorney for Amoco Progduction Company, in assoclation

CARR: The record might al-

Pearce who previocusly had entered an ap-

CATANACH: tre there any

many witnesse are we going

-

3

b
..

"RRU

&

I have one, MMr.

CATANMACH: ¥r., Carr?

CARR: I'm not intending to

CATARACH: Mr. Hellghinz

KELLAHIN: At this time I

LUND: We may have two, de-

pending on how things go, ¥r. Examiner,

MR,

FIR.

guestion at the begining. The

eight nonstandard g&s proration units.,

CRTANACH: Okay.
CARR: I have djust one
case iz advertised as for

The application as

filed was seeking an order vacating the specing rules for
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&
this pocl, and 1 just wonder exactly what we're here for
today. Is it for the =-- only the (not clearly understood)?

MR. RBRUCE: HNo, Mr. Carr. The
applicant is seeking, as in the order, vacating =-- or as in
the application, amended application, vacating 320-acre
spacing as to the applicants.

MR. CARR: &So it's broader than
what. is advertisesd cor in the docket.

MR. BRUCA: That is correct,
and one c¢orrection, Mr. Carr, is that we are seeking a non-
standard spacing for six units, omitting the east half of
Section 33.

I would 1like to amend it at
tiails time,

MR. CARR: Hay it please the
Examiner, at this time we would move to dismiss the applica-
tion as it relates to vacating the order which establishes
special pool rules.

The application for the crea-

tion or the establishment of the special pool rules was

originally heard in July of 'a4, 1t came back on for hear-
ing in the sarly part of 1986, We would submit that proper

notice was given of the application in '94 under the rules
of the Division and when the case was reopened no further

advertisement was required in '8s.
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We submit that the notice rules
were appropriate and that now to come in and attempt to at-
tack the rules is nothing more than a collateral attack on
final spacing orders of the Division.

MR, BRUCE: ¥r. Examiner, I
think I would at this time reqguest that the Civision take
administrative notice of the proceedings in Case MNumber 8014
and B014 reopened.

As ¥Mr. Carr said, the only ad-
vertisement =~- the only notice in those cases was by adver-
tisement or publication in -- in the newspaper. The appli-
cants in this case are asserting that such notice was con-
stitutionally deficient. We belleve that state and federal
law on thls issue reguires some type of personal notice to
the applicants -- or to an owner, mineral interest owner
when their addresses are =-- are Xnown, and I would direct
the attention o©f the Division to the case of Floyd Edwards
versus Jerome McHugh, which is Cause MNo., PRA 8%5-373C in the
District Court of Rio Arriba County, which concerned the
Gavilan Mancos Pool, in which the District Court held that
publication notice was constitutionally deficient as a mate
ter of law.

and therefor, I would reaquest
that the bLivision deny ¥r. Carr's motion and continue with

this case.
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Mo, CATAMNACH: Okay, Mr. Zarr's
motion will be denied and we will proceed with this case at
this time,

MR. CAHR: At this time I would
coneur, thouah, I think, with what Mr. Bruce suggested in
that statement and that is that the record in both of the
prior cases be incorporated and included in the proceedings.

MP. CATANACH: Any disagreement
with that?

KR, KELLAMNIN: HG, Sir.

#R. LUND: e would move that,
also, Kr. Examiner.

MP. KELLAHIN: ¥r., Examiner,
point of clarification before I make a wotien, am ]I correct
in understanding that tne case as advertised today, the way
it appears on this docket, is not in fact the relief the ap-
plicant seeks to have todav? Seexing to vacate 320-acre
spacing for the entire pool?

MR. BRUCE

A8 to -~ ne, nct as
to the entire pool. As to applicants only, the three appli-
cants only.

MR. HKPRLLAHIN: Mr. Examiner, 1
think the casge 1ig significantly and materially misadvertised
and we came here for an entirely different purpose than what

is perceived by the applicant and we can either hear his
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presentation, at which point we would ask for a continuance
in which to come back and prepare our presentation on that
gquegtion or we ¢an simply have you grant a motion now, which
I will make, to have the case dismissed and refiled so that
we all <can have appropriate notice of what 1s intended to
take place.

MR, BRUCE Hr, Txaminer,
notice was given to Amoco, Mr. Carr's clients, and to Meri-
dian by certified mail. That certified mail contained an
amended application in this case, which was filed with the
Division on Decembear 2%, 1987, which clearly states thercin
that the applicants were requesting that the =-- ware reques-
ting the 320-acre spacing be vacated as to them and there-~
for, 1 think Meridlan had sufficient notice of the relief
being sought by the applicants in this case.

The applicants, co¢bviously, had
no  say in how the Division worded the publication notice,
but I think the case should go on and 1f necessary the case
would be readvertised, but I would intend to put on my wite-
ness today.

MR. CATAHACH: ¥Y. K¥ellahin,
did your clients in fact receive the notice of this hearing?

MR, EKBLLAHIN: I do not kxnow,
Mr. Bxaminer. I'l]1 have to find that out.

MR, BRUCE: ¥r. Bxaminer, if 1
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may right at the beginning hand you an affidavit regarding
notice marked as Bxhiibit nNumber Two.

MR, CARR: Mr., Uxaminer, if 1
wmignt, we do have -~ AmoCo has a witness that they intend to
prasant today. We're here also to present some  testimony
and we don't actually ooject to presenting that as long as
the record is kept open.

MR. BRUCE: I have no problem
with that whatsosver, Mr. Examiner.

MR,  EELLAKIN: If all counsel
will concur, Mr. Examiner, and allow us an opportunity to
make submittals after the hearing or to call additional wit-
nesses when the case is readvertised, we have no objection,
then, to going forward.

¥R,  CARTANACH: Okay, if we're

all in agreement, well, let's -~ let's go forward with the

MR, CARR: And, Mr. Examiner,
have the records in prior cases beaen incorporatad?

MR, CATARACH: Tha record of
the original case --

MR, BARUCE: 8414,
ME. CATANACH: -= 8014, those
arse the cages?

MR. TARR: Yes, sir,
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MR, CATANACH: Yes, those
Case £014 will be incorporated inteo the record in this ¢

and 80l4 recpened.

AL

MR, PRRUCE: Before we begin, I

did thand you what ig marked as Exhibit Number Two regard
notice and I would request that this be incorporated in
record. I don't know if there's any objection.

MHE, CARR: 1 have no objecti
R, CATANRCH: wWill vyou h
somebody testitying on this?

MR, BRDCE: well, I am --
the one who gave the notice.

MR, CATANACH: Okay. If th
are no objections, Exhibit Number Two will be admitted i

evidence in this case.

STEPHEN M. PERLMAN,

peing called as a witness and being duly sworn upon
cath, testified as follows, to-wit:
DIRECT EXAMINATION
RY MR, BRUCK:
G Mr. Perlman, would vou please state y
full name, address, and occupation?
A My name 1s Steve, Stephen H. Perlman.

ing

the

Cl L3

ave

I'm

02ere

nto

his

our

I
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live at 3277 west Hayward Place, in Denver, Colorado. I'm a

geological consultant.

-
L

And have you been employed by the anpli-
cants in this case?

A I am a consultant to the applicants.

g Have you previously testified befors the
0il Conservation pivision?

A No .,

O wWould vou please give a brief statement
of your educational and work bachground?

& I nave my BRachelors of Science Jdeqgree
from <Colgate University in geology and a Masters degres in
science from the University of Sputh Carolina.

I've worked for the U. S. Geological Sur-
vey for 3 and a -- 2/1/2 vears. Basically 1 started working
in 1975 as a professional geclogist; worked with Amoco from
the latter part of 1979 until the beginning part of 1951
developed a coal bed mathane progran.

After that 1 worked with Walter Duncan
Nil Properties and since '82 Y've been an independent con-
sultant.

G And have vou previcusly copducted a study
of the poel witlch is the Fruitland Tasal Coal Pool, which is
the subject of this application?

A Yes, I nhave. I gave a talk at May 'RS
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AAPG in Denver on the Cedar [Iills Field, bhasically talking
about the water/gas pressure analysis, differences between
the FPruitland sand, Fruitland coal, and Pictured Cliffs
sandstone reservoirs located in the field.
o And are you therefor familiar with the
geclogical matters involved in this application?
A ¥Yes, 1 am,
MR, HBRUCE: ¥My. EBExaminer, is
the witness considered cualified?
MR, (CARN: Just a couple of

questions.

VOIR DIRE EXAMINATION

G Just a ceuple of guestions. ¥r. Perlman,
when were you employed by the applicants in this case?
A About the end of December. I think it

wag maybe right after Christmas or something in there.

02 Ané¢ that was last year, of 19R4?

A ‘87,

¥ Of 877

A Yes,

¢ Did  you do any work for them prior to

that time?

A No, [ did not.
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Q0 Hdad anyone else done any work on  this
area that you looked at in preparation for your testimony
here today?

A B Mr. ¥cCory?

¥R, BRUCE McCoy.

A An engineer nawmed Hr. McCoy, ves.
0 And is M¥Mr., McCoy a gecleogist in Santa Fe?

LAl
4

MR. RRUCE: FEngineer.

G An  engineer from Santa Fe, or do vou
ANow?
2 I don't kXnow and I'm not going to use any

of nis information.

o You didn't raly on any of that?
A I did not,.
0 And was #Mr. McCoy the techinical witness

who was unavailable during '%#6 that delayed the hearing?
A Yes, sir.
Q And so you have only been working for the

applicants gince December of 1684 ~=- 772

A Correct,
MR, CARR: I have nc further
questions.
MR, KELLAMIN: May 1  ask  a

gquestion before we qualify the witness, M¥r. Examiner?

MR. CATANACH: Yes, sir.
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VOIR DIRE EXAMIRATION

BY #MR. KRELLAWIRN:

15

e} M, Perlman, X undersgtand your

educational bkackground to bhe as a geologiszt?

.\ That is correct.
¢ And state for me again,

degres, sir?

in what is your

A I have a Rachelors of Science in geology

and a Masters of Sclance in geoclogy.

FEY

background in the field of petroleum gecloqy?

A I have worked as a petroleum

2 o vou have any particular

aducational

geologist

for a number of years and had, I think, two or three or four

course at Amoco while I was employed there

techniques, you know, understanding wells,

things of that nature.

0 Is the nature of vour

reseyrvoir

completions,

degree broad

anough, s8ir, that it would encompass the field of petroleum

geocloay?

A Yes, 1 think it would. I

voir simulation speciality or anvthing in that

not a reser-~

{inaudible).

9 So you don't propose to present us a geo-

logic presentation of reservoir simulation for the pocl?

A I do not.
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s} And yvou nave not utilized
engineering calculations or studlies in your e

The calculaticns and worku

e

used have been take out of the texts for the
that have been presented, 8014, I've 2lso loo
7898, 7899, 7500, and 80165,

2 Specifically have you
gaeclogic exhiblits and the transcript for the h
8014 that resulted in CGrder 2=-7H8H?
order that

Yth, '84, originally set up the

temporary basis?

A That hearing I (not clearly
€] Are you also familiar with

exhibits and presentation made for the Pebruar
which resulted in the March '86 order that ma

ary 320-acre spacing rules permanenti?

A Ho, I am not,

3 You ¢id not look at that.

A I was tust this morning
hrief view of some of the exhibits. I hn

anything elsewhere,

0 Have vyou examined data
information that was generated prior to the
1986, hearing that resulted in the March ‘26 o

the rules permanent?

Famy
(43

any petroleum
ologic workup?
p that I have
case hearings

kRed over Cases

raeviewe the
earing in Casc
was tihe  July

spacing on 2

understood, )
the geoglogic
y '$6 naearing

da the tempor-

qiven & very

ave  not sean

or geologic
abruary  19th,

rdey that made
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A Would vou please repeat that?

g Y¥Yes, sir. I'm talking abkout the data
that is generated after the hearing in wiich the rules were
made parmanent.

A Yas, I have.

", Additional geologic information from

wnataver sourcas.

A Yes, I have,
Q Wnat generally, without specifics, Mr.

Periman, 1is the information you've examined subsequent to
that last hearing?

A Information from Petroleum Information
Services related to wore wells in the field, production da-

ta, that's basically it.

s
pes

G3 2O KPRLLANIY: Thank vou, ¥r.,
LSraminer.

MR, LUND: Mr, Ixaminer.

VOIR DIRY BYAMINATION

0O Real guickly. Puring what time period
nave you specifically worked on coal sear gas preduction in
your work experience that you referenced sarlier?

A Chkay. i was in the Western Division for

Amoco Production Company some time, I think Hovember '79% un-—
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13
til February, Harch of 1921, 1 ran 2 coal bed metiiane pro=-
gram for most of that time and initially worked with Gary
Harrison for the first six months (not clearly understood)
and basically was responsible for all thz coal bed methane
work in the Recky Hountain region for rimeco Production Con-
pany et that time.

I subsequently left that, left Amoco, and
waent  to work for walter Duncan @il Properties, did not do
anv ccal hed {unclear} there.

¥nen 1 left walter Duncan in January of
'2€3 I became a consultant and worked with Gas fRegearch  In-
stitute, helping ther to characterize sites for the deep
ztaam project which they had in the Piceance Rasin.

Subseguantlv 1 was & consultant with REJ
on  the deep stearm proiact (unclear). I worked with Fner-
getics helping 4drill the well, wells in the Piceance Rasin,
and 1've been involved with a number of indep2ndents in Den-
var, h=zlping tnem both set up nlavs angd set  up progpect
maps, and do on gite work coal hHed methans, and more speci-
fically, in the San Juan 3asin,

0 S50 as your work heginning in '83 you've

Baen working full time in coal seam methane --—
A Mo, 1 have not, Y have kapt current with
it. I right now <o about, I'4d say, 40 to 50 percent of my

work is geology; other 50 percent is commarcial real estate
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appraisal work, do that as a subcontractor zlso; and of the
geology work the last number of yvearsg, the last two years,
it has primarily been coal bed methane work.

¢ 50 all of that 40 or 50U percent of vyour
geclogy work would be coal seam methane?
B Mot of it.
¥R. LOND: HNothing further,
¥R, CATARACH: The witness is
considered qualified and before we go on, can I get all the
witnesses to stand and be sworn in, or any nossible witnes-

8235 .

(Witnesses sSwWorn.)

DIRECT TEXAMIBATION CONT'D

pY MR, BRUCE:

G Mr. Perlman, would you please briefly de-
seribe the Cedar Hill Fruitland Pield?

A Well, Cedar #Hills *ield is located in
Township 32 North, Range 106 West, and 21 North, 10 %wWest, in
San Juan County, Hew Mexico.

To date there are fifteen to sixteen pro-

ducing wells, at least three observation wells, with three
operators seinyg involved in the field, Amoce Production Come-

pany, which drilled the {ield discovery well; subseguently,
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(o

Union Texas and Meridizan have drilled wells since ‘84,

The first well was cpudded in February of
1877, which is the Amcco Cahn No. 1, located in the
northwest of Section 332, The well was tested starting May
of '77 on up till scmetime in '79 when it was put on  actual
production. The well tce date has cumed 2,48 BCF of gas to

novemper, 193%7.

In 1981 two wells were drilled 2
offsets. They're the Schneider L€ MNo. 1 ig & production

well and the State BE Ho.o 1.

Bafore the Schnelder and the $tate WY
wells were put on procduction, testimony has been given about
the interference creates kv the Cahn Ne. 1 in its production
from '79% until 1381.

Thare are three ahgervaticn wells
surrounding, or I shoulad say, not surrounding, they were
three Observation wellg. ‘Pfhere's the Cahn Hoc. 2 well, wihich
is 937 feet, 1if I rememder correctly, from the Cahn HNo. 1
production well in Secticon 32 and there's the Schneider Gas
Com Wo. 1, southwest guarter of Section 28, and the Leeper
Gas Com 8 nNo. 1 in the northwest guarter of Section 34.

From that testimony given by Amoco
froduction Company in the information precentec in the 8014

nearing, Amoco gave a case tnat thare was compunication on

A

a4 160 because there was an interferonca and Jdropdown in the
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Scinnelider observation well from the Cahn production, which
is a 160 offset north.

The Leeper 5, the Leso2r Gas Com P No. 1,
which 1is located a mile =agt, did not show any kind of pro-
duction interference. 1t has a reservolr pressure estimated
at 1,562 psi, which is very close to the initial, virgin re-
servolr pressure in the Cahn No. 1 procucticn well.

from this, and other information pre-
sented, basically 320 spacing was thought to be acceptable
within the field. w®e're not saying that it's not ultirately
going to be on 320's. All that I did want to also peint out
for the hearing, was that there were a number of situations
tnat warranted further looking at the information presentel.
Gne is that the Cahn no. 1 is, or is considered by Amoco by
p}essure transient tests, and a letter that, Jim, you have,
that basically shows and states that the Cahn, through pres-
sure transient tests, 1is possibly atypical of the field,
that it has higher permeabilities than the Schnelider Gas Com
B No. 1 nas, or the faluwm C %No, 1 well, which is in the
northeast quarter of Section 33, and basically the thesis

presented here was that the Basal Fruitland Coal is not lika

othay reservoirs, The reservolr rock properties can vary
aresally. It is common to find wells in estahlished Fields

that produce at different rates and possibly algo have dif-

ferent -= I'm sorry, that last part is not from their letter
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~= significant differaent rates due to variatiosns
volr roox proj
Amoce has  perforsed pressure

testing  on @ach well in the Cedar ills Pileld to

the permeability of Lhe coal. Tae <data from t

-+
-
2
>
Ui
.—J -
]
3
r

{2
o
e
th
2]
=l
'J
-y
g
’H

n23% tegts

conficrm  that the permeability of the coal in the Cann fas

Com Mo. 1 is higher than it is in tne offsetting Schneider s

Moo 1-8 and the falum T Ho. 1 Well, which allows
duce higher volumes of gas.

Our reason  for mentioning ti

2

it to pro-

at to the

commission is the fact tapat most of the inforsation prosen-

ted  related  to 320 ficld spacing in Cedar Hills

drawn very heavily on the Cahn, its producability

istics, the interferencs created by production from the Cahn

well, and 1t dust wants to be pointed that possib

"{3

ig atypical of the field and may boe skewing the

Rity

ly the Cahn

information

tnat 220 spacing in Cedar Hills Field are Dbased on are  to-

wards the nigh end and possitly dDest case scenario in ters:

of dralnage.

£} Could vou discuss thea

Joto
o)
e

O

variations

in coal berd reservolirs versus sandstone reserveirs?

A Sandstone reservoirs typically -~ well

are characteristically produced via Charies and

a¥xpansion of the gas laws.

The coal bed mathane fields, the

Boyla's aow
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salf is noet a noninteractive container for the coal. RS
x methane malacula, Coal {(unclearn) fields

coal 1ls & comple
have the anility
onto thelr surfa

angd porosities

sands, and bhasi

[$]

naracteristics
Creases hasad on

coal.

lot of studies
regulation for
betweaen coal
productivity an
drawdown  within
well (unclear)
gas in  the co
wa2llbore.

Fool, has wate
cumulatively inc

A

to adsorb coval gases, particularly methane,
ce, and a trawendous anount of poermeanility
that are found ia coslg that are mwore  than
cally the ccals, as you produce them, the

and producability of the coal reservolr in-

dewataering and desorption of the cas in the

The spacing of a coal wall, as shown by a
in Alabama, where now there's statewide
4B~acre spacings, sacwed that interference
wi2lls iy Dbeneficial to the whole
4 that it is advantagoous to affact an  area

the coal reserveir as opposes to a  single
drawdown to help diffusivity of the adsoroed
al into the fracture and nence inte the
In the Fruitland, Cedar :#ills ¢fruitiand
r production decrsased as gas production has
reaged?

I would say yes overall. The Cenn Ne. |l

shows that in its very early history, very increcsed water

production  and

day from over 24

7]

then decreasing down to about 20 barrels

0 varrels a day.
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Could you discues velumelric,

n

fimla?

[
.

metric studies with respact to b

2

A Brad Foyce in his testinony in
showed volumetrics whers bLasically ho used as an

place gas content of 4%0 cublc feet per ton. ilis

"

sralysls came out with the fact that there's 10.4

{

in place in a 20-foot coal reservoeir. Using the v
for Cedar Hills Field that relates to 5.2 BCF on a
spacing and 2.6 6BCF on a 160~acre spacing.

The Cann Hoe. 1 ¥ell (o Hovends
has produced approximately 2.5 BCF of gas, which
than the anticlipated recovery on a 160,

The Cahn hag, 1f vou leook et

ané neot because of 3 legal sracing ovder, there's
160 acres to the north and east and to the west an

lad
o

date hag produced 2.% POF of gas as opposed to

rt
ib)
3

of gas in place.
20 feet of coal in the preducing rezervolr and tas
stioen to be == or presented that the coal in the

iz LDeotween 17 to 19 feot.

2"

YOour volu-

Cass 814
averase in
velunetric

BOCF 0f o

fog
i}
1]

clumetrics

er of 1887

is  more

it erzally

an offsat

3 5. o "
d the w l;l i
t e i s L}

tisony has

Cann wall

5 we're looking 2t close to 106

recovery on this 160-acre spacing. The model

a mogdeling on 220G's for the ccal ¢as reservolilr to

take 20 to
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35 years and produce 77 te B7 percent of the gas with  pro-

e

cuced gas bolng 4 BOF of gas of the 5.2 BOFP ono s 3200 in

place.

The production from the Cahn possibly
shows that on léb-acra spacings we would bs getting greater
amount of the in-place ¢as being produced and it may well b=
a more effective way of producing the reservolr.

i 8¢ in sheort, drilling on 160's may give &

greater relovery.

2 That's correct.
0 End therefor, drilling orn 160's may by ~=

may help to prevent waste and congserve the resources in this
field.

MR, KRLLAHIN: ¥r. Dxaminer,
I'm going te impose an objection to this question and  ask

that the response to the last question be stricken. This

witness hes testified on behalf of his client as a4 g2cloglc

exnart, ne's expressing enginesring conclusions with re-
gards to dralnage. e gpecifically told us in nis volr dirs

-

that he was not relying upon the engineering data from which

he npnow  expresses an engineering oplnion and I would wove
that his opinlon be stricken, and that mwy objection to the
current pending gquestion is the same,

P %". 3 ‘wr ong e -y - » =,
wi, ARIICE . Mr. Lxamslaesr, the

gstrict rules of evidence do not apply in OCD proceedings snd
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he's giving a raspo

low both questions

last guestion?

e
»!

nee Lased upon hig study of the {field.

Mi. CATREATH: I'm o going to al-

iy Rt bl O S = N - -
M, ERUCT LSLG A ansaay e

THY, REPORTE#: I don't think so.

I melieve my guestion wag somewhat te thc

extent that in your opinion, ¥Mr. Perlwman, would drilling on

4
.

cuesticns of the

¥r. Carr.

(C's vrevent waste in this ficl

?

o

It may well be th:

Y

CAEC,

FRP. o BERLECT: I have no further

witness at this time and would pass "iwm to

¥R, CATANACH: ¥r. Carr.

e Trne BT IO
LR A5 S ‘_.;JE‘; I\ OH

¥r. Perlman, as 1 understand your Lsashi-

rony, the information you have on the particular walls  in

this peol comes from the testimony that's

praviously been

presentaed at Cil1 Commission hearings, ig that correctk?

A

tion and nunber of

With some updated information on produc—

wells in Lhe field: 1.8, some --

And -~

-~ like penauraton reports with Petroleuan
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Informaticn.
u pid you look at the individual well files

on wells in the fiela?

A I have i the nast,

W AnG in preparation for thie case 414 you?

2 Driefly.

] Are you aware of the current producline
status of the Cahn ho. 2 Well?

3 NGO,

0} Are you aware of any recent problans that
thiat well has experienced?

A The Cahn "o, 27

8 Yearl.

A Ho, I'm not.

& Isn't tnis the discovery well?

A Prouse med o,  the Cahn Wo. 1 is the
discovery. The No. 2 1g tae observation well,

L ORGY » winat about the Cahn —-— Lhe

discovery well in the pool, what is it, the --

o

A The Cahn Mo, 1, northwest qguarter sec-
tion, 33.

The Cahn ¥Wo. 2, the well you meuntionod,
is 900 some odd feet away.

G Ckay, the Cahn No. 1, dare you aeware of

any current producing proslems with that well?
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A Ten, It has Leen mentioneo:d to we  that
thaere's been soke Role instavility pronlems in Lhe lower

part. The Cahn Ho. 1 was drilled to the top 0f tha coal
zop?. Casing was run, completed., The bottom pluy was dril-
lad cut and the coal wag open acle completion,
o ind what was the source of that inforwa-
tion?

A The source of that information? I think
it could be substantiated frow a number of souroes, both

with the testimonies frowm the <ase {unclesr) and I also

£

workad at Amoce and I think 1t's pudlic record,
Y And those are problems that have exigted
witihh that well For some paoriod of time?

2 Mo, that was iust the completion. It was
an open hole completion.

£ All rignt.

A The -- I've heard, and thaet 18 mayoe wmora
herarsay, tnat there's been bottom hole problewms in the well
end hole stability problans, There were two instances i
1987 where the well was reworzad,

0 I'm Just trying to find ou what fhe

-

soure of vyour information is, what you've looked at  from
which you get that information.

2 e have orders fron the Tonservation

Commission hearing, 103 orders on twe instances.
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2%
e

MR. DBRUCE: Two C=103's in the

Cahn well file (unclear).

o fo you reviewed the well files at the i)
Commission?
A e, I lecked at synopses of those two ra-

ports and 1've also speken with geoleoagists, Colorade State
Geological Survey and Aruce Kelso (sic) and frnie Push  in
Hew Mexice (ll and Cas Commission about the Cahn ¥wWell and
they both, alse, presented to me that there were problems
with the well.

G You have not reviewed the well files on
-~ at the Commission on the well, is that richt?

A That is correct. I live in Denver and
I've used the public information up there,

o All right. Mr. Perlman, vou talked about

the interference information on certain —-- certain wells in

"

the pool that had been presented at the original Commission

°f.

hearings, 1s that correct?

A Yes,
ey Yhat sort of a time frame was there in
seeing a pressure response in these wellg? vlas it a rela-

4]

tively short time periocd?
A The CTauhn was put on production, suostan-

tial production in 197%. The data that was presented showaed
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0
nroduction information up to, T think it was sometime in
May, '81 --

L& And how --

A -~ and in that period of time it did show
copsrunication.

0 And how long did it take for comnmunica-
tion to be seen in the well to, let's see, the well to the
wost?

R The well to the west is a production --
producing well, sir, and did not --

Q Wag there any pressure response  hetween

the two that you saw?

A To the west?

4 Yes.

A I studied most of the stuff in the nbhser-
vation well. I'm not sure what the initial nressure was on

the State BW No. 1 #well because of its initial bottom hole
preassure.

0 Wwhat about the Schneider Well to  the
nortn? Did you see, was there any pressure response indi-

cated between those wells?

A About 30 pounds.
Q And how long d4id it take for a pressure

responge to he evident?

A In the Schneldor B No. 1 Well, which is
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observation well, there shows a response when it was Ffirst
pout on, I think, in 1$80. 1In January of 1980 the well bas~
ically showed 1,525 psi, which is about 37 pounds differ-
ence from the production going on in the Cahn No. 1, which
is south, and that is January, '£8, seems like a half
of a year.

16} Qkay, s0 in six months time there was
that much pressure response.

A Correct.

2 Was there any pressure response to the
Leeper ¥Well in Section 247

A At that perilod of time, as far as I can
see back, you know, July, ‘&2, no.

& And how long a period of time was that,

July '85, did you say?

A 'g3.
Q And when wasg the original well put on?
A Sometime the middle part of '79, so0 that

would be about four years.

Q So there was no response in that period

A Right, and 1I'm not argquing that at all.
g Okay, and are you arguing that cover time
there would not be a pressure response over a distance like

that?




FORM 28CI8P3  TOLL FREE IN CALIFORNIA 800-227-2434  NATIONWIDE 800-227-0120

BARON

10
n
12
13
14
15
16
17
18
19
20

21

23
24

25

32

A All I can say is that from the data pre-
sented here there was not a pressure difference in that four
year period of production.

) bo vyou know if any additional work has
gone on since that tima?

A I'm sure there has been additional work.

e row I helieve vou testified that you vere
not here to conclude that 320-acre spacing would not ulti-
mately be the appropriate spacing in the pool. 1Is that what
you stated?

A Yes, and what I was basically trying ==
all the information that we have here is from the Cahn No.
1; 1it's production, interference created by its production,
and drawdown areally around it. My point is that the Cahn
No. 1 may very well be an atypical well in the field and
that 1it, by the pressure transient tests that Amoco has
done, that it shows that it has greater permeability than
two of the other wells in the field, and possibly more of
the other wells.

Q If additional data is developed it would
be your testimony that it might be that 320-acre spacing
would be appropriate for the fielg?

A I am aware of the fact that the New Mox-
ico 01l and Gas Commission and Ernie Bush are involved with

2 number of discussions with the petroleum industry and de-
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13
velopment of the Fruitland coals throughout the San Juan
Basin and that presently there are a number of committees
set up to deal with a number of the problems related with
coal bed methane, one of which is spacing, and at the pre-
sent time I think a subcommittee has been establigshed with
Amoco, Meridian, Mesa, MNCR, and the Ute Tribe to discuss
parameters for determining spacing in coal bed methane
fields, I'm not sure that presently parameters have heen
set up to look at coal bed methane fields. A lot ¢f the
testimony and implications 1 was getting from the testimony
was that people were still more comfortable with classical,
traditional sandstone reservoirs and productiorn and were not
taking into consideration the special characteristics of the
coal's producability, its need for dewatering, how it chan-
ges areally over the field, and so I don't think, vou know,
1 think that things will be coming out of the subcommittees
that will help define what should be the spacing.

0 All right, but I'm asking now your opin-
ion. You're the person testifying, not Mr. Bush.

A Yes.

Q And my question is, isn't it possiple
that 320-acre ultimately might be the appropriate spacing
when all these committees have done -~

A It may be; it ultimately might.

0 and if we develop thlis on l480-acre spac-
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ing we're going to have too many wells in the pool, are we
not?

3 1f the other is true, yes,

Q and so right now -- and spacing is a
function of drainage, isn't it?7

A Yes.

& And if what we're talking about is what a
well will drain and it's later determined that these wells
will drain 220 acres, those who are in the first 160 and

taking all the production gain an advantage, don't they?

A guestion, in =--

9 I'm asking the guestions. my qguestion to
A #ill you please repeat that, sir?

Q0 Hy question to you, sir, 1is simply this:

1£ 320-acre spacing is ultimately the area one well will
drill -- will drain, then 160 is inappropriate, isn't it?

A That would be correct.

0 And if you dedicate only 1860 acres the
people in that 160 acres dedicated to a well taxe all the

production, don't they?

A That is correct.
4] And your client would be in the original

160 acres dedicated to the well if your application is gran-

ted, isn't that right?
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=y}

That is correct.

And 1f later the spacing is changed to

320, they would have derivad a substantial advantage, would

they not?

A

Q

That is correct.

And if you stay with 320=-acre spacing and

later decide that 160's are needed, vyou could infill,

couldn'’t you?
A
2
wouldn't they?
A

G

Yag.

And then the equities would stay the same,

I'm not sure about that.

But the correlative rights would not be

impaired of those interest cwners that were initially cut

out, would they?

A

Q

any guesticns?

Catanach.

BY MR. KELLAHIN:

Q

It would not initially be cut out.
Correct.
Ckay. I have no further cquestions.

MR, CATANACH: Mr. Kellahin,

MR, EELLAHIN: Thank you, NMr,

CROSE EXAMINATION

In response to Mr. Bruce's last question
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1 believe you have told us that it may well be the case that
drilling on 160 acres would prevent waste, and I helieve ¥Nr,
RBruce used the phrase "waste®. Do vou recall?

A I -- what I was referencing was the volu-
metric analysis done in the model simulation by Amoco where
they were saying that if you drilled the 320, in 30 to 35
years production 77 or 78 percent of the gas in place would
e recovered. Of the -- of the 5.2 BCF of gas in place vou
would recover 4 BCF of gas.

My only guestion that I wanted to ask was
that the Cahn right now in terms of spacial relationships
looks to be «- to have a 1606 offset to the north and a 160
of fset to the east, a 160 offset to the west, and in a sense
could possibly be seen as 160-acre spacing. The well to o~
venber, 1987, has produced 2.48 BCP of gas, which is very
close to the 2.6 BCF of gas pressented by HMr. Boyce as being
in place on a 160. If that is the case, then vou're loocking
at closer to 120 percent recovery, and I think that that's
where Hr. EBruce mentionsd less waste,

Q ¥r. Boyce's modeling was presentad at the
Commission hearing in 1984, was it not?

A The model was never presented, He Hjust
mentioned a model.

o The testimony to which you have referred
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A Okay, right, yes.

G -= ig the 'B4 hearing, is it not?

A That is correct.

O And you have taken the information ¥r,

Royce testified to and compared it to the cuwmulative
production from the Cahn 1 Well.

A Correct.

o) And you have séen that it is outperform-

ing the modeling expectations that ¥r. Rovce saw for that

well.
A That is correct.
O And hased upon that, then, you have con-

cluded that 320-acre spacing is not suitable for these sgpac-
ing units that your clients have interests in?

A 1 did not say that. All I'm saying is
that the Commission should also not throw out the possibil-
ity that 1860's might be appropriate in terms of increasing
the amount of percentage of in-place resources in the field,
that that should be takep inte consideration.

£ Other than what we have just described,
are there any other studies or information you have utilized
to support vour opinion with regards to the spacing units?

A KO
2 Can you use the information upon which

you have relied to determine whether ultimately the
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35
appropriate spacing should be something less than 160 acres?
A No, at this point I couldn't say that.
MR, FELLAHIN: Thank you, Mr.
Examiner.

MR, CATANACH: Mr. Lupd?

CROSS UrXAMIRATION
BY MR, LUND:

g ¥Mr. Perlman, I'm just trying to under-
stand vyour testimony, so 1'll try to ask you a few quick
questions.

I think vyou testified that vyou agreed
that there 1is pressure interference or communication on
169's, is that correct?

A Corract,

) And I believe, was the focus of yvour tes-—
timony that Aneoco has over-emphasized the data obtained from

the Cann?

A I wouldn't say they've over-emphasized
it. I would say that that is the place we have most of the

data from and the only well in the field that by itself pro-
duced for a period of time having observation wells around
it. Once you get past May '#1, there are now three wells in
the field and it's getting harder to discern the data. I'm

not sure if there are more than three observation wells in
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the field; don't know of any others; and all that I'm saving
is that most of the initial data was from groduction of the
Cahn and that's more just because of where it was and the
ochservation wells are.

G rRut are vou familiar with the current
producing information from like the Leeper B KNo. 1-R Well?

R Just in terms of the fact that it was re-
drilled and I think to date it's produced a half a PCF  of
gas.,

Y It's currently =making about 1800 MCFPD?
Are you famlliar with that?

A Mo, I was ~— well, I've seen the data. I
don't have it in front of me right now.

o And what about the State BY No. 1 9Well,

are you familiar with the current producing data on that?

A State E¥. The State BX Well I have a cum
of 1.3 8CF of gas. I've looked at the daily production. I

don't have it here with me bhubt I have looked at it and that
was ~-= it was between -=- I can't say vight offhand.
O Well, it's currently making abhout 1500

#MCPF a day.

A Oxay.
G Does that surprise you?
A WO,

O well, the point I think I'm trving to
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make is that I think in your testirmony, and correct me if
I'm wrong, you're making the peint that the Cahn is neces-
sarily going to be a much better well than any other in the
field and 1 don't think that's true,

I mean isn't it krue that it's necessar-
ily a fact that the Cann is going to be far and away the
best well in the pocl?

A 1t may not be the best well in the field.

o Now the Cahn was breaking new ground,
wasn't it, in terms of coal seam production?

A That's correct.

) And not much was Xnown about coal seanm
eroduction -~ gas preduction at the tiwe the Cahn was
drilled,

A Yes.

O And so we've learnad and moved along
based on other information from othar wells nearby, isn't
that right?

A Ye

7]

.

0 Wow, the Alabama situation that vyou
mantioned 1is a little different than Rocky Mountain coal
seam, isn't 1¢?

A Yes.,

O Now, in your opinion did yeu talk  about

-= 0r in your testimony have you talked about increased
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ultimate recovery in different spacings? In other words, do
you think that --
A I said there's a possibility of it, yes.
& Glkay. Your testimony was that there's a
possibility that increased ultimate recovery would result in

zpacing around 160's as opposed to 320's?

A Tes.
G And what is the basis of that testimony?
A Basically volumetrics that Prad Boyce

presented, the production that has come from the Cahn based
on a 1éG-acre possible spacing, in terms of the 160 spacing
tc the north presently occupied now by the producing well,
the Schneider BS dNo. 13 the well to the east, which is the
Falum C; and the State BW to the west. It's hasically in
that portion of the field without having a 160-acre to the
south, the well appears to be surrounded on three sides by
160~acre spaced wells and if you look at some of the drain-
age, possibly on the 160 we've produce most of the gas 1in
rlace based on Mr. Poyce's figures.

t; But isn't it equally fair tc say that
180's would just result in rate acceleration as opposed to
increased ultinmate recovery?

A I don't know. The model simulation pre-
sented by Mr. Boyce presented that 77 to 78 percent of the

gas in place on a 320 would be recovered in 20 to 35 vears.
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All I can say is the Cashn to date, you know, Lo Novembar of
‘87, which is more like elight years of production, has pro-
duced what could be congidered close to 100 percent of the

gas on a 160.

3 S0 you're basing your conclugion ~--

A That's all, right.

O -= hased on Mr. Boyce's testimony.

A Absolutely. I am not saying that I'a

reinventing anything else.

o And vou agree that there's no pressure
responss on 640°'s.

A Prom the period of time that 1 looked at
tne doata in terms of the Lzeper Gas ¥Wo. 1 well in July '83,
from the Cahn production there was no pressure  communica=-
tion.

] dow, I didn't hear in any of your testi-
mony that there's any geologic difference in the two sec-
tions, 28 and 33, that are subiects of the application. 1Is

that correct?

- Yes,
Q There are no anomalies or anything you've

noticed from a geclogic standpoint that would make Sections
33 and 28 different than the rest of the pool.
A Well, T've seen information in  Sections

28 and 33 and 24 that show these areas are over-pressured;
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that they have a greater downhole bottom pressure than in
the areas further away.

4] Rut there's no -- talking from a geologic
standpoint, you don't see any geologic differences in those
two sections as opposed to the rest?

A That is correct.

G Now, in coal seam production it's very
significant as to the dewatering of the coal seam, isn't
that right?

A That is correct.

0] Anéd since the Cahn wags the first well
producing from that coal seanm membar, the Cahn has dewatered
a signficant portion of this pool, has it not?

A I wouldn't -- I don't know about a signi-
ficant portion of the pool because that's 16 sguare nmniles,
but it has created a drawdown in its location and the sur=-
rounding area.

G Have vyou reviewed the cumulative (un-
clear) water production from the Cahn YWell?

A 1've looked at it priefly.

G Isn't it fair to say that the dewatering
that has been done by the Cahn Well has significantly assis-
ted gas production from other wells in the pool?

A Yes.

¥} And if you shut in or reduce production
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in a coal degas well, don't you run the risk of future pro-
duction problems, such as coal fines going into the wellbore
and either reducing production or evan aliminating produc-

tion from that well?

A Pogsibly, ves,
O So there zan be some harmful effects from

either reducing production in a coal degas well or shutting

it in, isn't that right?

A Thare can be.
" Now, vou don't contend that Amoco didn’t

sresent evidence thet you need to evaluate coal degas wells

differently than conventional wells, do you?

A would vou repeat that again, please?
o Sure. You were talking a little earlier

about some of the Amoco testimony and I don't think that you
testified that Amoco presented evidence which would indicate
that coal degas wells should be treated or analyzed the sawme

way as tradgitional --

A No. In fact, in one of the testimonies,
I think the words that were used by one of the Amoco witnes-

s08 was that they were unigue, arnd I think it's just a gues-
tion of understanding what that unigueness 1is.

Q All right. wow, for example, vou can't
look at traditional drainage patterns on a coal dewgas well

45 you may find in a conventilonal reserveir, could vou?
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A That could be true,

G wWell, could it or couldn't it?

A Say the question again.

Q Ckay, I'm sorry. That wasn't clear.

Scmetimes in conventional reserveirs you would assume radial
drainage. 1t may not necessarily be so but often vyou'll
look at radial drainage, isn't that right?

A In a typical, conventional gas well, ves,
that's right.

) And vou really can't view that in a coal
g4as well, can you?

A That not be the case in 3 lot of situa-
tions, yes. Fracture orientation may well give you a large
skew as to that radial pattern.

O There are a lot of factors, c¢leats, andg
other things, that would affect the drailnage pattern, isn't

that correct?

A That is correct.

G And that's exorbitant in those fields,
isn't it?

A Yes,

G Mow, would you say that it was prudent

for Amoco to go to the expense of drilling these pressure
observation wells te help figure out what was happening in

tne field?
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A Yes.
M. LUMD: Hothing further,

Examiner.

Mr .

MR, CARR: I have one pore short

yuestion.

RECROES FXAMINATION

BY MR. CARR:

G ¥r. Perlman, in response to & gues
Mr. Lund asked, I think it was your statement hat
didn't necessarily assuwre radial drainage in this pool,
that right?

A His guestions about generic coal
methane and there may well be situations that coal bed

thane wells would be nore oriented towards the major c

direction in the coal.

ticn
vou

is

Jest

9 2o you wouldrn't necessarily have radial

drainage in this pool, is that correct?

A That may well be right.
g I think you testified the Cahn Ho. 1

draining at least =-- or was draining 160 acres, isn’'t
right, and =-
A NG. what I saild was that based upon

cumulative production of the Cahn and 1f vou looked at

numbers presented by Amoco for in-place gas resources

Was

that

the

the

on
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l60~acre spacings, it appeared that 100 percent of the gas
in place on a 160 could have been produced by that well,.

0 And isn't it possible that it also might
be draining from, say, the southwest quarter of Section 33
as well?

A Yes.

Q And that in this reservoir, even though
we have development around the Cahn Ho. 1 with one well on
three offsetting 160's, that those wells might in fact Dbe
draining reserves from properties other than just the 160

right around aach of those wells.

A Yes.
Q Thank vou.
MR, CATANACH: Mr, Bruce, any
questions?

ME. BRUCE: A couple of gquick

questions.

REDIRECT BXAMINATION
BY ¥R. BRUCE:

o Mr. Perlman, you mentlioned that in re-
viewing the Boyce model pregsented in Case 8014 that there
was a prediction of 70+« percent, I'm not sure how much, re-
covery in 30 to 35 years, and that it looked like based on

160 acres there was about =-- approximately 100 percent
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that a correct statement?

by

recovery in eight years. 1

A Again, that was the same question that I
think I just -~ just asked, is it appears that way or could
oe looked at that way based upon the ultimate recovery oc
the present recovery of the Cahn for the 2.5 from, 1if vyou

lcok at the in-place gas resources onh a 166,

0 Could that mean that the Amoce madel  is
incorract?
A I =-- it may need some revision. They

nave probably done some revision to it, I  imagine, since
that period of time it was presented in {unclear) of '84,

and that's an assumption.

N,
e
e
.

DRUCT: sothing  further,
Hr. BExaminer,

MR, CATANACH: [ don't have any
questions of the witness.

MR. LUHD: HNothing further, Mr.
Ixaminer.

MR. CATANACH: He wmay Lo aex-
cused,

MR, BRUCE: I have nothing fur-

ther at this time, Mr. Examiner.

lahin, are you going tc put a witness on?

M. KELLAKIM: I'd like to hear
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the Amoco presentation first, if that's all right, Mr. Exa-
miner.

MR, CATARACH: That would be
fine.

MR. LUND: Hday we just have a
guick recess and -~

MR, CATANACH: Sure.

MR, LUND: == try to cut down
what we are going to do?

MR, CATANACH: Sure, let's take

a fifteen minute rocess,

{Thereupon a recess was taken.)

MR. CATANACH: Okay, we'll call
this hearing back to order and Lif 1 understand right,
opposing counsel has no witnesses to present at this time.

MR. LUND: That's correct, Mr.
Examiner.

MR. CATANACH; (kay, Mr. --

MR. KELLAHIN: Mr. Fxaminer, I
earlier requested additional time to prepare witnesses with
this case. I've had an opportunity during the break to
review the correspondence that ¥r. Bruce has served on

Meridian and we bhelieve insofar as our company is concerned,
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we were properly notified, notwithstanding the advertise-
ment.,

I am concerned, however, that tae
advartisement for this case is In fact defective; howaver,
Meridian does not proposs to present witnesses now and  if
¥r. Bruce proposed not to present witnesses in the event the
case is readvertised, we don't intend to come@ Dback. 1)
assume this our opportunity to make our presentation.

And 1f Mr. Pruce will concur in that,
then we will, for all practical purposes, congider our

presentation made today.

MR BRUCE: Yean, I will ag¢eeae
with ¥r. Eellahin. I will not put on any more witnesses,

but I think the case should d»e readvertised just to make it
technically corract,

¥R, CJARR: 1 can also state for
C & F that we won't be putting on a witness, either,

MBR, CATANACH: Okay, and Anoct
won't he putting on 2 witness, either?

MR, LUND: HNo, Hr. Eraminor.,

MR, CATANACH: Okav. Then what
wa'll dJdo is we'll readvertise this case for February 20th,
1388, and at that time there being ne witnesses, we'll just
take the case under advisement at thabt tipe.

would counsalors like to make
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closing statements at this time

MR, CATANACH: Mr, Carr, go
ahead.
¥R. CARR: ¥r. Catanach, on

behalf of ¥, P. Carr, et al, © & ¥ Gperations, 1Inc., we
oppose the application in this case.

BAs  you will note, the arended
application is seeking an order vacating Division Crder Nos.
F=7588 and R-7588-A, Those are the orders that establish
the pool rules.

Thev're seeking that those or-
ders be vacated as to the applicant, as to the people that
Mr. Bruce represents., In other words, they want to be
treated differently and 1if you grant that application,
you're going to have an interest in the spacing units, Mr.
Bruce’s clients, who are goling to be Lreated differently and
are going to paid on 1l60-acre spacing while the rest of the
unit continued to be developed on 2206, bhecause that's all
they're seexing; they want special treatment for themselves.

1f you treat them differently,
if you give them special treatment, you alsc affect the rest
of the interest owners in those spacing units and you don't
treat us  ~- you treat them better, vyou don't treat us as
well, and you impair our correlative rights.

They're seeking something, I
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submit, that has never been donae begcause you cannot do  1t,
for to grant that application and vacate these orders as to
these applicants alone you are on the face of that ordear im-
pairing the correlative rights of other interest owners in
the spacing units.

As  to their request for non-~
standard spacing or proration unites, the Zarrs own an inter-
est in the southwest quarter of Zection 23 that is dedicated
to the Caan No. 1 @211, They participated in the well,
they've borne part of the coests, and now what 1s  beling
sought 1is a spacing order that would cut them out, that
would leave them with nothing: leave thzaim with nothing when
“r. Perlman has alsc admitited that the Cahn Well may Do
draining reserves from that property, and LIf you grant the
application, vyou cut them out of a valuable property inter-
est and you deny then their correlative rights.

The only opprortunity left for
them 1in that scenaric is to ¢drill a w=ll in the southwest

guarter of Section 23, The problem doesn't end there; you

start a domino sort of aoffect becausgse the Carrs also own in-

tarest in the south half of 32 to the west. Thelr property
impediately adjoins Section 23 and they would bhe offset with

a new well and would nave to drill to protect against drain-

- .

age and what you create here is de facto lAl-acre spacing in

= ]

this pool; spacing which ¥y, Perliman aimself has admitted
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may not be needed.

If 1in fact there is sope day
data which shows that different spacing 1is approvriate,
that's the time to bring it forward, but not toeday, and not
to do it in a fashion which denies people property inter-
estg, properties in which they've invested, in which thay've
shared the benefits.

We submit that granting the ap-

plication will result in wasteful drilling. It will impair

rr

correlative rights of interest owners in the properties af-
fected, andé also, in offsetting preperties, and therefor you
shiould deny the application in total.

MR. CATANACH: ¥Nr., Hellazhin?

ME. KRLLAHIN: Thank you, Mr.
Lxaminer.

On behalf of Keridian DIl Com-
pany, we would reqguest that the application be denied. Our
clients are very much in the position that ¥Mr. Carrc's client
is in in the north half of Section 28 if the nonstandard
proration unit is granted and Meridian, who currently parti-
cipates in that one well, will no longer participate and
they will be compelled to drill what I think is aoing to bhe
an unnecessary well.,

r. Perlaman has not providagd

uz, despite his efforts, with any significant geclogic dif-
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ference bto make these particular spacing units unique unto
themselves.

There is nce way to quantify any
of the things that he's told us to determine whether or not
ultimately 320-acre spacing is going to be right or wrong,

Wa o urge you to continue the
practice of the Commission, whiiceh is to orr, i€ at all, on
the side of being conservative, whoereby we Jdrill wells with
large acreage dedicated to it and as these ongoling studies
may aventually prove, 1if addlitioral wells are needed, then
we'll drill  those wells. It would e impossible now to
drill additional wells to recover what may ne  spaculative
reserves that nmay be recoverad by the current wells, HWa'lva
got nothing from the apgplicant that denmonstcates that it
would be prudent to change the established spacing pattern
for his clients or for anvone alse,

Azcordingly, we'd request that
the application be denied,

MR CATANACH: MYr, Lund?

¥R, LUND: ¥r. Cataonach,

ey

ecno
those statements by previous counsel.

We ware praparod today to cone
in angd present additional tfochnical evidece to update  tha
information that was pressnted o the twe srior hearings

that have been discussed, and base:dl on the evidence, there's
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just -- there's jugt -—- there'’s nothing been shown te us, no
techinical reasons why the application should bhe yranted,

The Cahn  is nobt atyplical and
drainage 18 not necesgsarily radial in this particular area
and it's not necessarily true that the Cahn is draining from
Section 33.

There was some discussion avout
Mr. Boyce's conclusions earlier and I submit that the point
that was made was that since vou don't know exactly where
the gas is coming from and drailnage pattern varies in theas
tvpes of reservoirs, in the coal seam reservoirs, the points
about the Boyce study are invalid, There's no basls for any
technical or practical reason to treat the two sections
separately; that is, Sections 33 and 28, And the evidence
that's Dbeen presented shows that Amoco has been timsely  and
prudent in its actions. when it got information about the
fact that == that the spacing pattern was toc small, 160's
ware toc small, we came to the Commission in a timely
fashlon and asked for increased spacing.

In short, #r. DIxaminer, the
elements of the statute on spacing, 70-2-17%, have heen met
and the effective date of the spacing should be enforced,
which 1s 70-2-18A,

The bottom line here is  that

the applicants make much of the fact that, you ¥xnow, ge=, il
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we had a chance to argue about it, we Qould have come in and
done 80. wWall, it would have been futile. There's no evi~
dance that would refute the spacing that has Dpeen adopted by
this Division and we raespectfully request that the applica-
tion be denied.

MR, CATANACH: M®r. Bruce?

MR, BRUCE: ¥r. Examiner, the
applicants in this case seek to vacate the 320-acre spacing
provisions of Division Order Hos R-7588 and R-7588-A as to
themselves for two reasons.

Pirst, we assert that the data
Amoco relied on does not suffice to justify 320-acre spacing
and as a result, 160-acre spacing should be reinstated for
the nonstandard units in Bections 28 and 33.

Second, the applicants were not
given constitutionally sufficient notice of Case Number 83014
and Case hNumber 5014 reopened, which resulted in the two or-
ders. As a result, as a matter of law, these orders are
void as to the applicants.

Mr. Carr says there's no reason
to do this. Well, other than United States and State of Hew
Mexico constitutions, perhaps.

As to the spacing, Ampco's tes-
timony in the previous cases shows that the reservoir 1s not

like wusual reservoirs in the San Juan Basing thus normal
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rules to not apply in deternining well spacing. In fact,
the testimony shows that what you need to do is drill wells,
dewater the whole pocl, sc that more ¢as may desord and bhe
produced from the full pool.

Apparently, when wells are more
densely spaced there is better dowatering and he graater
the ultimate recovery. I think it's been referrod to tnat
Alabama, which alsc has coal gas flelds, spaces wells on a
43-acre basis.

Purthermore, Lhe sirulation
used by Amoco in 1984 is apparently incorrect. It predicted
that a well on 220-acre spacing would preduce a {ixed amount
of gas in 30 to 35 years; however, as testimony has shown it
has already in eight vears produced approximately the armount

-4

cf gyas pradicted. Govicusly there's something wrong with
thne simulation and which means there may be a different
mechanism in the field and therefor you can't use tradition-
al measures.
wWe all xnow that the Division
ften, as ¥Wr. Carr has asserted, errsgs on the --= or =-- and
Mr. Kellahin =~= errs on the side of caution and increases
spacing and then infills.
wall, First, statewide rules of

160 acres are presumptively correct and should be adhered to

unlesgs there's some compelling rezson to change themn. Thus
- - a7
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there's no reason to jump the gun and and prescribe 220 ac-
res for everything.

An example of this is in the
San Juan Basgin, the Basin Dakota formation was spaced on 320
acres thirty-five years ago and over the last decade or more
is now being infilled on -~ or two wells on 320 acres. 1
think this shows that there's no real, great need to go
ahead and increase spacing at the drop of a hat.

In short, we believe that Amoco
presented in its hearings a one-sided version of events
without adequate notice to the interest owners to give them
a chance to come in and protect their rights. wWe Dhelieve
the only way to protect the interest owners is to reinstate
160 nonstandard units, as we previocusly requested in the
amended application.

Furthermore, sven if 320-acre
spacing is retaipned, it cannot bhe effective as to the appli-
cants until they were notified at the very least by Amoco of
the 320-acre spacing. This occurrad in August of 1986.

As I previously stated, there
is -— there are court crders regarding the necessity of giv-
ing proper notice to rovalty interest owners and we should
follow that precedent in this case.

Mr. Carr did state that there

is no instance of orders being vacated as to certain par-
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tieg; however, cne casz from Cklahoms, a case called Luathan
versug Amoce Production Company, 452 Pacific 28, 2085, adig
that very thing, whers Amoco was ~- where spacing was in-
creased from 160 acres to 640 acres without notice to Awmoco.
Amoco then later came back in and smaid, hey, we 4idn't re-
ceive notice, and as a result the spacing was decreased as
to Amoco from 640 back down to 160 acres.

I think in short, what's qgood
for the goose is good for the gander and if Amoco can  coms
back in based on constitutionally daficient rnotice and avoid
the results of an increass in spacing, I think that is also
good for the royalty owners in this case.

Thank you.

MR.  CATANACH: Thank you. “an
1 79et both sides to submit a brief on the adeguats notice
guestion and if yvou would present that to the Division Dbe-
fore February 20th when this case comaes up next.

At that, we'll leave the record
open  in  thisg case and continue it and readvertise it Ffor

February 20th, 1923,

{Hearing concluded.)
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