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EXAMINER STOGNER: T h i s h e a r i n g w i l l 

come to order f o r Docket No. 28-91. Today's 

date, October 3, 1991. 

I'm Michael E. Stogner, appointed 

h e a r i n g o f f i c e r f o r today's c a s e s . 

We'll c a l l f i r s t , Case No. 10392. 

MR. STOVALL: A p p l i c a t i o n of M e r i d i a n 

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

d i r e c t i o n a l d r i l l i n g p i l o t p r o j e c t , s p e c i a l 

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

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

a l l o w a b l e , Sandoval County, New Mexico. 

EXAMINER STOGNER: C a l l f o r 

appe a r a n c e s . 

MR. KELLAHIN: I f the Examiner, p l e a s e , 

I'm Tom K e l l a h i n of the Santa Fe law f i r m of 

K e l l a h i n , K e l l a h i n & Aubrey, a p p e a r i n g on b e h a l f 

of the A p p l i c a n t , and I have four w i t n e s s e s to be 

sworn. 

EXAMINER STOGNER: Are t h e r e any other 

appearances i n t h i s m a t t e r ? 

W i l l the w i t n e s s e s p l e a s e s t a n d to be 

sworn. 

(At t h i s time, a l l w i t n e s s e s were 

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

ALAN ALEXANDER 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. A l e x a n d e r , w o u l d you p l e a s e s t a t e 

y o u r name and o c c u p a t i o n . 

A. My name i s A l a n A l e x a n d e r . I'm 

employed by M e r i d i a n O i l , I n c . , i n t h e i r 

F a r m i n g t o n , New Mexico o f f i c e as a s e n i o r l a n d 

a d v i s o r . 

Q. On p r i o r o c c a s i o n s have you t e s t i f i e d 

and q u a l i f i e d as a p e t r o l e u m landman b e f o r e t h e 

O i l C o n s e r v a t i o n D i v i s i o n ? 

A. I have. 

Q. D e s c r i b e f o r us what y o u r 

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

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

A. I d e a l w i t h t h e l a n d p o s i t i o n t h a t we 

a c c u m u l a t e d t o d r i l l t h i s h i g h - a n g l e / h o r i z o n t a l 

p r o j e c t , and a l s o h e l p e d c o o r d i n a t e t h e 

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

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

as an e x p e r t p e t r o l e u m landman. 
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EXAMINER STOGNER: Mr. Alexander i s so 

q u a l i f i e d . 

Q. Mr. Alexander, l e t me have you t u r n to 

the e x h i b i t book package, and l e t ' s begin at the 

f r o n t w i t h E x h i b i t No. 1 and l e t ' s have you 

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

A. E x h i b i t No. 1 c o n s i s t s of our l e t t e r t 

the D i v i s i o n s e t t i n g f o r t h the a p p l i c a t i o n f o r 

the P i e d r a Lumbre No. 1 w e l l , which i s the 

h i g h - a n g l e / h o r i z o n t a l w e l l which we a r e here to 

hear today. 

I n t h a t a p p l i c a t i o n we've i n c l u d e d as 

E x h i b i t A the C-102 Form p l a t t h a t shows the 

l o c a t i o n of the w e l l to be i n S e c t i o n 22, 

Township 19 North, 2 West, of Sandoval County. 

And the w e l l i s l o c a t e d 1,775 f e e t from the e a s t 

l i n e and 2,005 and f e e t from the south l i n e of 

t h a t s e c t i o n . 

A l s o i n c l u d e d i s E x h i b i t B, showing a 

p l a n view f o r the w e l l . 

E x h i b i t C i s the v e r t i c a l view f o r the 

proposed w e l l . 

E x h i b i t D i s the o f f s e t o p e r a t o r p l a t 

showing which people we n o t i f i e d of t h i s 

morning's h e a r i n g . 
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Q. L e t ' s t u r n now to E x h i b i t No. 2, which 

i s the same E x h i b i t D to the a p p l i c a t i o n . 

A. Yes, s i r , t h a t ' s c o r r e c t , an o f f s e t 

o p e r a t o r p l a t . 

Q. What d i d you do to s a t i s f y y o u r s e l f , 

Mr. Alexander, t h a t the i n f o r m a t i o n w i t h r e g a r d s 

to the ownership w i t h i n the s e c t i o n , p l u s the 

o f f s e t t i n g o p e r a t o r s , were t r u e and a c c u r a t e and 

c u r r e n t ? 

A. We employed the s e r v i c e s of a c o n t r a c t 

broker to check the t i t l e i n t h i s a r e a , and he 

f u r n i s h e d us w i t h the names and the a d d r e s s e s of 

the p a r t i e s i n v o l v e d . 

Q. Has t h a t landman b r o k e r ' s t i t l e d a t a 

been r e l i a b l e and c o r r e c t based upon p a s t 

exper i e n c e ? 

A. Yes, s i r , i t has. 

Q. Do you have any re a s o n to b e l i e v e t h a t 

t h i s i s a n y t h i n g other than a c c u r a t e today? 

A. No, s i r , I don't. 

Q. Did you cause n o t i c e s to be s e n t to a l l 

the i n t e r e s t owners w i t h i n S e c t i o n 22? 

A. Yes, s i r . The i n t e r e s t owners i n 

S e c t i o n 22 c o n s i s t o n l y of M e r i d i a n O i l , I n c . 

Q. D e s c r i b e f o r us the coding by which you 
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have shown where the v a r i o u s o f f s e t i n t e r e s t 

owners a r e i n r e l a t i o n to S e c t i o n 22. 

A. We n o t i f i e d each owner i n each s e c t i o n 

t h a t o f f s e t s the S e c t i o n 22. And the coding t h a t 

i s used i s a square b l o c k w i t h a number i n i t 

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

s e c t i o n . And we n o t i f i e d a l l of those p a r t i e s . 

Q. What type of ac r e a g e a r e you d e a l i n g 

w i t h i n S e c t i o n 22 i n terms of i t s m i n e r a l 

ownership? 

A. T h i s i s a f e d e r a l o i l and gas l e a s e . 

Q. The e n t i r e s e c t i o n i s the same f e d e r a l 

o i l and gas l e a s e ? 

A. Yes 

Q. I f y o u ' l l look at E x h i b i t A on the 

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

A. Yes, s i r , i t i s . 

Q. So you're d e a l i n g w i t h common working 

i n t e r e s t and r o y a l t y ownership w i t h r e g a r d s to 

the e n t i r e s e c t i o n ? 

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

Q. Okay. I f we look behind the 

n o t i f i c a t i o n p l a t , which i s the f i r s t d i s p l a y 

behind E x h i b i t No. 2, what's the next d i s p l a y , 

Mr. A l e x a n d e r ? 
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A. We've i n c l u d e d a top o g r a p h i c map 

showing the l o c a t i o n of the proposed w e l l and the 

s u r r o u n d i n g topography. And behind t h a t e x h i b i t 

I have shown a lan d p l a t t h a t shows M e r i d i a n ' s 

ownership i n the a r e a of the w e l l . 

Q. Have you made a s e a r c h of the O i l 

C o n s e r v a t i o n D i v i s i o n r e g u l a t i o n s to determine 

whether t h i s s p e c i f i c s e c t i o n i s s u b j e c t to any 

s p e c i a l r u l e s c o n c e r n i n g p r o d u c t i o n out of the 

Mancos fo r m a t i o n ? 

A. Yes, s i r , I have. 

Q. What d i d you f i n d ? 

A. We d i d not f i n d any s p e c i a l pool r u l e s 

t h a t would apply h e r e . We b e l i e v e t h a t the 

s u b j e c t l o c a t i o n would be s u b j e c t to s t a t e w i d e 

o i l and gas r e g u l a t i o n s . 

Q. What i s the c l o s e s t pool t h a t the 

D i v i s i o n has spaced on ot h e r than s t a t e w i d e 

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

A. The c l o s e s t pool would be the Rio 

Puerco poo 1. 

Q. L e t me d i r e c t your a t t e n t i o n to the 

l a r g e d i s p l a y t h a t ' s on the h e a r i n g room w a l l on 

the r i g h t — a n d w e ' l l t a l k about i t i n d e t a i l 

l a t e r — d o e s i t show the r e l a t i o n s h i p to what's 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1 5 

16 

17 

18 

19 

20 

2 1 

22 

2 3 

24 

25 

10 

i d e n t i f i e d as the Rio Puerco f i e l d to the P i e d r a 

Lumbre s e c t i o n ? 

A. Yes, s i r , i t does. 

Q. Did you f i n d any other s p e c i a l pool 

r u l e s f o r any Mancos p r o d u c t i o n i n the immediate 

a r e a o t her than t h a t t h a t ' s a p p l i e d to the Rio 

Puerco pool? 

A. No, s i r . There a r e some other s p e c i a l 

p o o ls t h a t a r e not c l o s e r i n p r o x i m i t y . T h i s i s 

the c l o s e s t i n p r o x i m i t y to i t . 

Q. A f t e r s ending your n o t i f i c a t i o n to 

t h e s e v a r i o u s i n t e r e s t owners, have you r e c e i v e d 

any o b j e c t i o n s from any of t h e s e p a r t i e s to your 

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

A. No, s i r , we have not. 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n of Mr. A l e x a n d e r . We'll move the 

i n t r o d u c t i o n of E x h i b i t s 1 and 2. 

EXAMINER STOGNER: E x h i b i t s 1 and 2 

w i l l be a d m i t t e d i n t o e v i d e n c e . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Alexander, i n l o o k i n g at the t h i r d 

page of E x h i b i t 2, i t shows M e r i d i a n ' s i n t e r e s t 

i n gray. What's the s t r i p e d i n d i c a t i o n s ? 
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A. The s t r i p e d p a t t e r n i s a l s o a M e r i d i a n 

ownership, but i t i s l e s s than 100-percent 

ownership, and i t ranges i s from 50 to 90 p e r c e n t 

g r o s s working i n t e r e s t . The s o l i d p a t t e r n s a r e 

100 p e r c e n t g r o s s working i n t e r e s t . 

Q. When I look a t S e c t i o n 22, i n s i d e of 

t h a t s e c t i o n I see what appear to be boundary 

l i n e s f o l l o w i n g 40 a c r e s , p a r t i c u l a r l y the 

n o r t h e a s t q u a r t e r being boxed, the n o r t h h a l f , 

the s o u t h e a s t q u a r t e r being boxed, and the 

s o u t h e a s t q u a r t e r s o u t h e a s t q u a r t e r being boxed. 

Are t h e s e of any s i g n i f i c a n c e ? 

A. No, s i r , I don't b e l i e v e they a r e . 

When I h e s i t a t e d i n answering Mr. K e l l a h i n 1 s 

q u e s t i o n , I was l o o k i n g a t t h a t same e x h i b i t , but 

i t i s my u n d e r s t a n d i n g t h a t t h i s i s one f e d e r a l 

o i l and gas l e a s e at t h i s p o i n t i n time. I t ' s a 

new l e a s e t h a t has been a d v e r t i s e d . And I t h i n k 

some of those p r i o r l e a s e l i n e s were l e a s e s t h a t 

had e x p i r e d i n t h a t a r e a . 

Q. So i t ' s your u n d e r s t a n d i n g at t h i s 

p o i n t t h a t a l l of S e c t i o n 22 i s one s i n g l e l e a s e 

w i t h common i n t e r e s t and ownership? 

A. Yes, s i r . And I w i l l double-check 

t h a t , and i f i t ' s d i f f e r e n t from t h a t , I w i l l l e t 
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you know t h a t . However, we do own 100 p e r c e n t of 

the working i n t e r e s t i n the s e c t i o n . 

Q. Now, i n E x h i b i t A of E x h i b i t 1 -- I'm 

s o r r y . I s h o u l d say E x h i b i t No. 1, the 

s u b - E x h i b i t A, you show a l e a s e number. I t 

appears to be USA, being f e d e r a l , NM 86448. I s 

t h a t your u n d e r s t a n d i n g t h a t t h a t i s the l e a s e 

number t h a t ' s i n c l u s i v e of t h i s whole s e c t i o n ? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. Does t h i s p a r t i c u l a r l e a s e extend 

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

A. Mr. Stogner, I don't know the answer to 

t h a t q u e s t i o n , but I would be happy to f i n d i t 

f o r you. 

Q. I f you can perhaps supplement the 

e x t e n t of t h a t p a r t i c u l a r l e a s e and, as you 

had mentioned b e f o r e , i f t h e r e appears to be 

other f e d e r a l l e a s e s w i t h i n t h a t t r a c k t h a t may 

or may not corr e s p o n d w i t h the t h i r d page of 

E x h i b i t 2 --

A. Yes, s i r . 

Q. -- we would a p p r e c i a t e t h a t . 

EXAMINER STOGNER: I have no other 

q u e s t i o n s of Mr. Alexander at t h i s time, Mr. 

K e l l a h i n , but we may r e s e r v e a q u e s t i o n a t a 
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l a t e r t i m e i n t h i s h e a r i n g . 

MR. KELLAHIN: A l l r i g h t . Thank you. 

DAVID SCHODERBEK 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Would you p l e a s e s t a t e y o u r name and 

o c c u p a t i o n . 

A. My name i s D a v i d Schoderbek. I'm a 

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

our F a r m i n g t o n o f f i c e . 

Q. Mr. Schoderbek, have you t e s t i f i e d as a 

g e o p h y s i c i s t and as a g e o l o g i s t on p r i o r 

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

A. No, I have n o t . 

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

b a c k g r o u n d . 

A. I have a b a c h e l o r ' s d e g r e e i n g e o l o g y 

f r o m New Mexico Tech t h a t I r e c e i v e d i n 1981. I 

have s u b s e q u e n t l y w o rked i n Ho u s t o n , M i d l a n d , and 

t h e l a s t t h r e e y e a r s i n M e r i d i a n ' s o f f i c e i n 

F a r m i n g t o n . 

Q. D e s c r i b e y o u r a c t i v i t y a t t h e 

F a r m i n g t o n o f f i c e c o n c e r n i n g t h i s p a r t i c u l a r 
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cas e . 

A. I ' v e cooperated--worked w i t h another 

g e o l o g i s t i n the s o u t h e a s t e r n p a r t of the b a s i n 

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

d i d the s t r u c t u r a l i n t e r p r e t a t i o n and q u i t e a b i t 

of the s t r a t i g r a p h i c e x p l o r a t i o n to d e l i n e a t e 

t h i s p r o s p e c t . 

MR. KELLAHIN: We would tender Mr. 

Schoderbek as an e x p e r t petroleum g e o l o g i s t . 

EXAMINER STOGNER: You r e c e i v e d your 

degree from Tech i n 81? 

THE WITNESS: Yes, s i r . 

EXAMINER STOGNER: What year d i d you 

get t h e r e ? 

THE WITNESS: 1977. 

MR. STOVALL: Does t h a t a f f e c t h i s 

q u a l i f i c a t i o n s , Mr. Stogner? 

EXAMINER STOGNER: I ca n ' t remember. 

Thank you, Mr. Schoderbek. Mr. Schoderbek i s so 

q u a l i f i e d . 

EXAMINATION RESUMED 

BY MR. KELLAHIN: 

Q. Mr. Schoderbek, l e t ' s t u r n to the 

d i s p l a y book and have you look a t the f i r s t 

document behind E x h i b i t No. 3. We'll save the 
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s p e c i f i c d r i l l i n g e n g i n e e r i n g p r o c e d u r e s f o r the 

next w i t n e s s , but I would l i k e you to d e s c r i b e 

f o r us g e o l o g i c a l l y what i s the p l a n t h a t you're 

a t t e m p t i n g to execute w i t h t h i s h o r i z o n t a l w e l l 

as you e x p l o r e the N i o b r a r a f o r m a t i o n s i n t h i s 

v i c i n i t y . 

A. That p l a t i s s e t up, a l l of S e c t i o n 22 

i s i n the middle. We've put a box t h a t has a 660 

s e t b a c k on a l l four s i d e s i n s i d e t h a t . We s t a k e d 

the l o c a t i o n ; t h a t i s 2,005 f e e t from the south 

l i n e , and 1,775 f e e t from the e a s t l i n e . 

Our proposed azimuth i s i n a 

n o r t h w e s t e r l y d i r e c t i o n t h a t would end no n e a r e r 

than 660 f e e t from the n o r t h and west l i n e s of 

t h a t s e c t i o n . We b e l i e v e t h a t to be the azimuth 

t h a t w i l l i n t e r s e c t the most n a t u r a l f r a c t u r e s i n 

the N i o b r a r a A, B, and C. 

Our p l a n i s to d r i l l a v e r t i c a l p i l o t 

h o l e and log i t , and determine from the log s and 

mud log and core i n f o r m a t i o n we get from t h a t 

w e l l , i f t h a t i s the azimuth we want to proceed 

w i t h . We may a l s o , at the time t h a t we log t h a t 

w e l l , e l e c t to spend a l l of our l a t e r a l s e c t i o n 

i n the N i o b r a r a A or B or C. 

Q. When you, as a g e o l o g i s t , e v a l u a t e t h i s 
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f o r i t s Niobrara-Mancos p o t e n t i a l , why have you 

recommended a h o r i z o n t a l / h i g h - a n g l e w e l l f o r t h i s 

s e c t i o n as opposed to a v e r t i c a l w e l l ? 

A. We b e l i e v e the N i o b r a r a to be an 

i n t e r v a l i n the Mancos for m a t i o n t h a t produces 

p r i m a r i l y from n a t u r a l f r a c t u r e s r a t h e r than 

c o n v e n t i o n a l m a t r i x p o r o s i t y and p e r m e a b i l i t y . 

We b e l i e v e t h a t d r i l l i n g a h i g h - a n g l e w e l l w i l l 

g i v e us the most o p p o r t u n i t y to encounter the 

l a r g e s t number of n a t u r a l f r a c t u r e s . 

Q. L e t ' s t u r n to the next d i s p l a y 

f o l l o w i n g t h a t and have you i d e n t i f y and 

d e s c r i b e , f i r s t of a l l , where i s t h i s type log 

t aken from and then d e s c r i b e f o r us what t h a t log 

shows to you. 

A. Our l o c a t i o n i s i n S e c t i o n 22. T h i s 

i s - a w e l l from the Diamond Shamrock Zambarmo 

Lake F e d e r a l No. 41-18Y. That w e l l was d r i l l e d 

to the Dakota. We're about two-and-a-half m i l e s 

e a s t of t h e r e i n our proposed l o c a t i o n . 

The purpose of t h i s log i s j u s t to show 

the p r o s p e c t i v e s t r a t a t h a t w e ' l l going spend our 

l a t e r a l i n , the N i o b r a r a A, B and C. 

Q. What g e o l o g i c d a ta have you developed 

to cause you to b e l i e v e t h a t you have N i o b r a r a 
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p o t e n t i a l w i t h i n the b o u n d a r i e s of S e c t i o n 22? 

A. P r i m a r i l y t h a t ' s based on shows and 

o f f s e t w e l l s . 

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

s i m i l a r or d i s s i m i l a r g e o l o g i c a l l y to the 

N i o b r a r a t h a t i s being produced i n other a r e a s of 

the b a s i n ? 

A. S t r a t i g r a p h i c a l l y t h e s e a r e the same 

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

and west Puerto C h i q u i t o p o o l s , G a v i l a n Mancos 

pool, and a l s o Rio Puerco po o l . 

Q. I s t h e r e any d i f f e r e n c e v e r t i c a l l y i n 

where t h e s e p o r t i o n s of the N i o b r a r a a r e 

d e p o s i t e d i n the b a s i n as you compare them to 

other p o o l s ? 

A . No . 

Q. Do you see any m a t e r i a l d i f f e r e n c e 

g e o l o g i c a l l y to cause you to conclude t h a t t h i s 

p a r t i c u l a r a r e a i s not s u i t a b l e f o r a h o r i z o n t a l 

t e s t ? 

A . No . 

Q. Has h o r i z o n t a l w e l l c o m p l e t i o n 

technology been a p p l i e d to other pools t h a t have 

N i o b r a r a p r o d u c t i o n ? 

A. Yes, i t has. 
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Q. D e s c r i b e f o r us where those o c c u r . 

A. There has been a h o r i z o n t a l / h i g h - a n g l e 

w e l l d r i l l e d w i t h i n the Verde pool i n the 

n o r t h w e s t e r n c o r n e r of the b a s i n . There have 

been four w e l l s d r i l l e d i n the Rio Puerco-Mancos 

po o l . Benson, Monten & Greer has d r i l l e d a 

h i g h - a n g l e w e l l i n the west Puerto C h i q u i t o pool, 

and American Hunter i s c u r r e n t l y d r i l l i n g a w e l l 

a l s o i n the west Puerto C h i q u i t o p o o l . 

Q. Your a p p l i c a t i o n r e q u e s t s the 

f l e x i b i l i t y to u t i l i z e the e n t i r e s e c t i o n as the 

s p a c i n g u n i t ? 

A. C o r r e c t . 

Q. I f you a r e on s t a t e w i d e o i l s p a c i n g , i t 

would be 40 a c r e s f o r t h i s a r e a ? 

A. R i g h t . 

Q. What i s the s p a c i n g u t i l i z e d by the Rio 

Puerco pool f o r the development of t h a t 

product i o n ? 

A. The v e r t i c a l w e l l s a r e spaced on 320 

a c r e s . The o p e r a t o r , Samuel Gary, and t h e i r 

s u c c e s s o r o p e r a t o r , V e t e r a n s E x p l o r a t i o n , has 

r e c e i v e d the a b i l i t y to space t h e i r h i g h - a n g l e 

w e l l s on 320 or 640 s p a c i n g a t the d i s c r e t i o n of 

the o p e r a t o r . 
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MR. KELLAHIN: Mr. Examiner, f o r your 

i n f o r m a t i o n , behind Tab No. 4 t h e r e ' s a l o c a t o r 

map, and then behind t h a t we've put c o p i e s of the 

Samuel Gary o r d e r s i n the book f o r r e f e r e n c e 

p u rposes. 

I n a d d i t i o n to the o r d e r s t h a t a r e i n 

here, Samuel Gary has a l s o r e c e i v e d a pool f o r a 

h i g h - a n g l e o r d e r , and I can g i v e t h a t to you i n a 

minute. 

Q. When you look a t the geology i n t h i s 

a r e a , have you pr e p a r e d any c r o s s - s e c t i o n s ? 

A. I ' v e pre p a r e d numerous c r o s s - s e c t i o n s 

and done a l o t of c o r r e l a t i o n of i n d i v i d u a l l o g s 

to each o t h e r , but I have made the c r o s s - s e c t i o n 

t h a t ' s shown on the map, the s m a l l l o c a t o r p l a t 

i n the book r i g h t behind the E x h i b i t 4 tab, and 

t h a t same c r o s s - s e c t i o n i s shown on the l a r g e map 

on the r i g h t . 

Q. L e t ' s have you d e s c r i b e t h a t , then. 

We're l o o k i n g a t the f i r s t d i s p l a y behind tab 

E x h i b i t No. 4, which shows the l o c a t i o n of t h a t 

c r o s s - s e c t i o n . D e s c r i b e f o r us t h a t 

c r o s s - s e c t i o n , which i s the l a r g e d i s p l a y on the 

board. I t ' s a l s o found f o l d e d up at the end of 

the e x h i b i t book, i n a s e p a r a t e envelope. 
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A. I t ' s a c r o s s - s e c t i o n t h a t extends from 

the northwest to the s o u t h e a s t . The northwest 

end i s l a b e l e d B, and s t a r t s i n the Sam Gary O i l 

Pr o d u c e r s No. 11-16 F e d e r a l w e l l i n the s o u t h e a s t 

of S e c t i o n 11, proceeds to the Joe F a r r i s No. 1 

E l l i o t t i n the n o r t h e a s t of S e c t i o n 13, 

a p p r o x i m a t e l y a mi l e away, and then proceeds 

a p p r o x i m a t e l y s i x m i l e s to the Diamond Shamrock 

Zambarmo Lake F e d e r a l i n the n o r t h e a s t of S e c t i o n 

18. T h a t ' s the w e l l on the r i g h t - h a n d s i d e of 

the s e c t i o n . 

The purpose of t h a t c r o s s - s e c t i o n was 

to show the c o r r e l a t i v e n a t u r e of the N i o b r a r a A, 

B, and C members of the Mancos s h a l e . 

Q. And what do you conclude about i t s 

c o r r e l a t i o n ? 

A. That i t ' s v e r y s t r a i g h t f o r w a r d . The 

zones we're pro p o s i n g to spend our l a t e r a l 

s e c t i o n i n , i n the P i e d r a Lumbre No. 1, a r e the 

same zones t h a t a r e p r o d u c t i v e i n the N i o b r a r a 

and Rio Puerco p o o l . 

Q. Based upon the c u r r e n t a v a i l a b l e 

g e o l o g i c a l i n f o r m a t i o n to you, a r e you a b l e to 

conclude t h a t t h e r e i s a r e a s o n a b l e p r o b a b i l i t y 

t h a t S e c t i o n 22, developed w i t h a h i g h - a n g l e 
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w e l l , ought to produce hydrocarbons from the 

N i o b r a r a ? 

A . Yes, s i r . 

Q. I n your o p i n i o n , t h a t i s the most 

l i k e l y way of s u c c e s s f u l l y e x p l o i t i n g the 

g r e a t e s t q u a n t i t y of those hydrocarbons? 

A . Yes, s i r . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n of Mr. Schoderbek, Mr. Examiner. We 

would move the i n t r o d u c t i o n of h i s e x h i b i t s shown 

behind E x h i b i t Tab 3, as w e l l as h i s 

c r o s s - s e c t i o n t h a t ' s i n the back of the e x h i b i t 

book. I t ' s not been s e p a r a t e l y i d e n t i f i e d . 

EXAMINER STOGNER: E x h i b i t 3, i n i t s 

e n t i r e t y , i n c l u d i n g the B - B ' c r o s s - s e c t i o n , i s 

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

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Schoderbek, a r e t h e r e any 

fundamental d i f f e r e n c e s , or what ar e the 

fundamental d i f f e r e n c e s between the A, B, and C 

members of the N i o b r a r a ? How, as a g e o l o g i s t , 

can you d e s c r i b e t h o s e ? 

A. They a r e a l l f a i r l y s i m i l a r i n t h e i r 

c h a r a c t e r . They a l l c o n s i s t of thin-bedded 
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sandstone, s i l t s t o n e s and s h a l e s . The A, B, and 

C zones a r e i n formal s t r a t i g r a p h i c d i v i s i o n s of 

what i s g e n e r a l l y j u s t c a l l e d the N i o b r a r a . 

The s t r a t a were d e p o s i t e d i n deep water 

i n the c r e t a c e o u s seaway t h a t was the p r e c u r s o r 

to the p r e s e n t day San Juan b a s i n . And because 

of t h e i r d e p o s i t i o n i n deep water, t h e i r 

c h a r a c t e r i s t h a t of e x t e n s i v e s h e e t - l i k e 

d e p o s i t s t h a t can be r e a d i l y c o r r e l a t e d q u i t e 

e a s i l y a c r o s s the e n t i r e b a s i n . 

Q. What was the mechanism f o r the expected 

and observed f r a c t u r i n g of t h e s e zones? 

A. The p o s i t i o n of our proposed l o c a t i o n 

i s a t the foot of the s y n c l i n a l bend t h a t bounds 

the e a s t e r n margin of the San Juan b a s i n where 

s t e e p d i p , a d j a c e n t to the Nacimiento u p l i f t , 

t u r n s i n t o g e n t l e dip i n the f l o o r of the b a s i n . 

I n a d d i t i o n , we're i n a s t r u c t u r a l s o r t 

of c o r n e r of the b a s i n where n o r t h e r l y s t r i k e 

t u r n s i n t o e a s t e r l y s t r i k e . 

Q. Now, we're approaching the edge of 

e s s e n t i a l l y what we c o n s i d e r the San Juan b a s i n 

as we go toward Cuba. Does the N i o b r a r a outcrop 

somewhere near h e r e ? 

A. Yes, i t does, probably ten m i l e s e a s t 
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of our proposed l o c a t i o n . 

Q. You show on your e x h i b i t s today t h a t 

the N i o b r a r a i s somewhat g e n t l y s l o p i n g , i n f a c t 

i t a ppears to be, what, about an 80-degree 

s l o p e ? I'm l o o k i n g at your page 3 of your 

E x h i b i t 3. Does t h a t show an a c c u r a t e d e p i c t i o n 

of the dip of the N i o b r a r a ? 

A. Yes, i t does. Those s t r a t a dip 

a p p r o x i m a t e l y 2 degrees i n the p l a i n of the 

w e l l b o r e , which i s d r i l l e d p r e t t y much 

p e r p e n d i c u l a r to s t r u c t u r a l s t r i k e . They dip two 

degrees to the n o r t h w e s t . 

Q. As I go to the e a s t from t h i s l o c a t i o n , 

n a t u r a l l y , s i n c e you s a i d ten m i l e s to the e a s t 

i t ' s going to outcrop, does t h i s g e n t l e s l o p e 

extend to the e a s t much f u r t h e r and then i t 

a b r u p t l y changes, or do we s t a r t s e e i n g the 

change, or do you expect to see the change at 

t h i s p o i n t w i t h a g r a d u a l outcrop to the ten 

m i l e s ? 

A. We see the change based on the 

s t r u c t u r a l i n f o r m a t i o n we have j u s t to the e a s t 

of our proposed l o c a t i o n , i n t h a t we c l i m b the 

a p p r o x i m a t e l y 2500 f e e t from where we a n t i c i p a t e 

e n c o u n t e r i n g the top of the N i o b r a r a v e r y r a p i d l y 
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i n t h a t we're r i g h t near the s t e e p bend or the 

bend where the s t e e p d i p , coming down from the 

outcrop, t u r n s i n t o the g e n t l e two-degree dip i n 

the b a s i n . 

Q. And t h a t ' s what you're r e l a t i n g to as 

f a r as your f r a c t u r i n g ? 

A . Yes, s i r . 

Q. T h a t ' s because of t h i s tremendous 

bending of the f o r m a t i o n ? 

A. Yes, s i r . I t ' s a change i n d i p , 

pr imar i l y . 

Q. Now, i n l o o k i n g a t the e x h i b i t s today 

and the maps and such, you have a l o t of 

i n f o r m a t i o n , i t appears, or a l o t of i n f o r m a t i o n 

a v a i l a b l e to you from the Rio Puerco f i e l d . But 

to the south of t h e r e , your Diamond Shamrock w e l l 

i n which you show on your e x h i b i t s , a r e t h e r e any 

other Mancos w e l l s or p e n e t r a t i o n s south of t h a t 

Rio Puerco f i e l d ? 

A. Yes, t h e r e a r e . I guess we probably 

had a b o u t — t h e r e are about s i x p e n e t r a t i o n s i n 

Township 19 North, 2 West. There a r e q u i t e a few 

p e n e t r a t i o n s i n Media G a l l u p pool, which i s 

l o c a t e d about s i x m i l e s west of our proposed 

l o c a t i o n -- I'm s o r r y . Media E n t r a d a pool. A l l 
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those E n t r a d a w e l l s a r e a l s o G a l l u p 

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

Then t h e r e a r e s c a t t e r e d , f o r the most 

p a r t , deeper t e s t s , Dakota and E n t r a d a and some 

of them basement t e s t s throughout the a r e a . 

Q. O b v i o u s l y you u t i l i z e d t h i s i n f o r m a t i o n 

a v a i l a b l e to you--

A. Yes, s i r . 

Q. - - i n your g e o l o g i c a l d e s c r i p t i o n or 

s t u d y ? 

A. Yes, and we a l s o i n t e r p r e t e d 

a p p r o x i m a t e l y 80 m i l e s of n o n p r o p r i e t a r y s e i s m i c 

d a t a , data t h a t we purchased. 

Q. Did any of those s e i s m i c l i n e s go over 

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

A. Yes, s i r , they do. 

Q. And to the e a s t were t h e r e any or v e r y 

much s e i s m i c i n f o r m a t i o n a v a i l a b l e to you? 

A. The d a t a was p r i m a r i l y shot f o r the 

E n t r a d a p l a y t h a t was going on i n the mid- to 

l a t e - 7 0 ' s and e a r l y 8 0 1 s i n the s o u t h e a s t e r n p a r t 

of the San Juan b a s i n . And p r i m a r i l y the data 

p r e t t y much ends as you approach the outcrop. 

Q. From t h i s i n f o r m a t i o n , you were a b l e to 

o b t a i n , as we d e s c r i b e d b e f o r e , the abrupt change 
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i n the dip of t h i s f o r m a t i o n ? 

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

Q. For r e f e r e n c e sake, where i s the 

E n t r a d a l o c a t e d i n r e l a t i o n to t h i s N i o b r a r a ? 

c r o s s - s e c t i o n . I t ' s down below the Morrison, 

which i s the uppermost J u r a s s i c s e c t i o n t h a t I 

d e s c r i b e d on the bottom of the c r o s s - s e c t i o n , 

p robably another 5- to 800 f e e t below the top of 

the M o r r i s o n . 

EXAMINER STOGNER: I have no other 

q u e s t i o n s of t h i s w i t n e s s a t t h i s time, Mr. 

K e l l a h i n . I would a p p r e c i a t e i t , however, Mr. 

K e l l a h i n , i f you would have Mr. Schoderbek 

p r o v i d e me a f i n d i n g paragraph, e s s e n t i a l l y , 

b r i n g i n g a l l of h i s d e s c r i p t i o n of the Mancos 

fo r m a t i o n i n t h i s p a r t i c u l a r a r e a i n a paragraph 

form, i f you would, p l e a s e . 

Being a petroleum e n g i n e e r , I probably 

l a c k some of the t e r m i n o l o g i e s i n which you c o u l d 

b e s t d e s c r i b e i t f o r me. I n p a r t i c u l a r , the 

d e p o s i t i o n and the abrupt change l e a d i n g to the 

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

of the N i o b r a r a . 

MR. KELLAHIN: Do you want him to 

A . I t ' s o f f the bottom of t h a t 
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p r e p a r e a s t r u c t u r e map t h a t v i s u a l l y d i s p l a y s 

t h e r e g i o n a l s t r u c t u r e i n h e r e , o r do you s i m p l y 

want a w r i t t e n n a r r a t i v e ? 

EXAMINER STOGNER: I w i l l t a k e t h a t 

a l s o . I ' d l i k e b o t h , s i n c e you m e n t i o n e d i t . 

MR. KELLAHIN: W e ' l l s u p p l e m e n t h i s 

p r e s e n t a t i o n w i t h t h o s e documents. I n a d d i t i o n , 

we w o u l d l i k e t o p r o v i d e you a r o u g h d r a f t o r d e r 

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

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

EXAMINER STOGNER: I w o u l d a p p r e c i a t e 

i t . Thank y o u . 

JOHN CLAYTON 

H a v i n g been f i r s t d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. A l l r i g h t , s i r . Would you p l e a s e s t a t e 

y o u r name and o c c u p a t i o n . 

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

d r i l l i n g e n g i n e e r f o r M e r i d i a n O i l . 

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

you t e s t i f i e d as a d r i l l i n g e n g i n e e r b e f o r e t h e 

D i v i s i o n ? 

A. Yes, I have. 
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Q. What have been your d u t i e s w i t h r e g a r d s 

to t h i s a p p l i c a t i o n t h a t ' s b e f o r e the Examiner 

today? 

A. I'm p r i m a r i l y r e s p o n s i b l e f o r the 

mec h a n i c a l d e s i g n work i n t h i s w e l l . 

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

an e x p e r t petroleum d r i l l i n g e n g i n e e r . 

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

q u a l i f i e d . 

Q. D e s c r i b e f o r us what s p e c i f i c w e l l you 

p r e v i o u s l y d i s c u s s e d d r i l l i n g b e f o r e the 

D i v i s i o n ? 

A. The Howell L5. 

EXAMINER STOGNER: I'm s o r r y , which 

one? 

MR. KELLAHIN: The Howell L5 . 

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

the d i s p l a y t h a t we were t a l k i n g to Mr. 

Schoderbek about, which i s the v e r t i c a l p r o f i l e . 

I t ' s found i n the documents behind Tab No. 3. 

Using t h i s as a v i s u a l r e f e r e n c e , g i v e 

us a d e s c r i p t i o n of the d r i l l i n g program t h a t you 

have recommended to your company f o r the d r i l l i n g 

of the h i g h - a n g l e w e l l . 

A. S t a r t i n g at the s u r f a c e , t h i s p r o f i l e 
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map i s done on a one-to-one s c a l e . What we're 

s e e i n g here, i t ' s a c t u a l l y i n p r o p o r t i o n . We 

p l a n on s e t t i n g 13-3/8" c a s i n g a t about 200 f e e t , 

and n i p p l i n g up our BOP's on t h a t , u s i n g i t 

p r i m a r i l y as a d i v e r s i o n s t r i n g . 

S i n c e t h i s w e l l i s i n an a r e a t h a t 

we're s t i l l l e a r n i n g q u i t e a b i t about, we 

de c i d e d to d r i l l a v e r t i c a l p i l o t h ole down to 

the top of the Juana Lopez. T h a t ' s l o c a t e d at 

about 3,500 foot t r u e v e r t i c a l depth. 

That would be a 12-1/4" hole and the 

e n t i r e p o r t i o n of t h a t h o l e would be d r i l l e d w i t h 

a f r e s h water b a s i n mud. The purpose of t h a t i s 

to get some g e o l o g i c a l and r e s e r v o i r data t h a t 

would maybe g i v e us a b e t t e r handle on what 

i n t e r v a l of t h a t t h i c k s e c t i o n t h e r e i s more apt 

to f r a c t u r e . 

Q. Has M e r i d i a n used the v e r t i c a l p i l o t 

hole i n i t s o t her h o r i z o n t a l w e l l s t h a t i t ' s 

d r i l l e d i n the b a s i n , f o r the N i o b r a r a 

p r o d u c t i o n ? 

A. No, s i r . 

Q. Why a r e you choosing i t i n t h i s 

p a r t i c u l a r a r e a ? 

A. T h i s a r e a here, we do not operate a 
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whole l o t of w e l l s out h e r e . The s t u f f t h a t I 

have seen, we don't have any w e l l s t h a t r e a l l y 

have a t r u e handle on where the f r a c t u r e s are out 

here, s t r i c t l y f o r d a t a . 

Q. I n o t h e r a r e a s you a l r e a d y had e x i s t i n g 

d a t a t h a t s a t i s f i e d the t e c h n i c a l b a s i s upon 

which then you c o u l d go ahead and d r i l l your 

h o r i z o n t a l or h i g h - a n g l e w e l l without having a l s o 

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

A. Yes, s i r . The most e f f i c i e n t way to 

d r i l l t h e s e w e l l s would be d r i l l to k i c k o f f 

w ithout d r i l l i n g the p i l o t h o l e . 

Q. I n t h i s a r e a , the r e a s o n , then, f o r 

h a v i n g the p i l o t h o l e i s what? 

A. S t r i c t l y f o r d a t a , and h o p e f u l l y we can 

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

over a l a r g e r amount of w e l l s would be 

i n s i g n i f i c a n t . 

Q. You s a i d you're going to d r i l l the w e l l 

w i t h f r e s h w a t e r ? 

A. Yes, s i r . I t w i l l p robably be 

i n h i b i t e d about t h r e e p e r c e n t potassium c h l o r i d e 

j u s t to keep the s h a l e s s t a b l e , to g i v e us enough 

time to l o g the w e l l and take s i d e w a l l b o r e s . 

Q. Do you use f r e s h water as the d r i l l i n g 
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f l u i d f o r the h o r i z o n t a l p o r t i o n of the w e l l ? 

A. No, s i r . 

Q. A f t e r you've d r i l l e d the p i l o t h o l e , 

o b t a i n e d your d a t a , determined your d i r e c t i o n 

t h a t you want to pursue w i t h the h i g h - a n g l e 

p o r t i o n , what then to you do? Do you e s t a b l i s h a 

k i c k o f f p o i n t ? 

A . Yes, s i r . 

Q. S t a r t t h e r e and t e l l us what happens. 

A. Okay. We w i l l get t o g e t h e r w i t h the 

r e s e r v o i r department and the geology department 

and i n t e r p r e t the l o g s . H o p e f u l l y they can 

narrow down t h i s t h i c k 500-foot s e c t i o n i n t o 

something a l i t t l e t h i n n e r f o r us. For t h i s 

c a s e , we're assuming t h a t the l o g s w i l l not t e l l 

us t h a t t h e r e ' s any s p e c i f i c zone t h a t ' s more apt 

to f r a c t u r e . 

I f t h a t i s the c a s e , we're going to 

k i c k o f f about 4- or 500 f e e t above the top of the 

N i o b r a r a A. We'll be s e t t i n g an open hole cement 

plug, w e ' l l d r e s s i t o f f , and s t r i c t l y k i c k o f f 

w i t h a mud motor i n time to go o f f t h a t p l u g . 

Once we k i c k o f f - - a n d we're s t i l l d r i l l i n g a 

12-1/4" h o l e - - w e ' l l b u i l d to about 80 degrees. 

Now, t h a t i n c l i n a t i o n you can change, 
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depending upon how f l a t we want to get i t and how 

t h i n the zone i s . Of c o u r s e , the t h i n n e r the 

zone we're a f t e r , the h i g h e r the angle w e ' l l have 

to b u i l d t o . 

Once we t u r n the c o r n e r and get 80 

degrees at the top of our t a r g e t , assuming i t ' s a 

N i o b r a r a A i n t h i s c a s e , w e ' l l run n i n e and 

f i v e - i n c h c a s i n g . The d r i l l i n g f l u i d d u r i n g t h a t 

p a r t of the hole w i l l be an i n h i b i t e d f r e s h water 

mud at t h a t p o i n t , a l s o . 

Once we get pipe to bottom, cemented to 

s u r f a c e , w e ' l l go from t h e r e and unload the hole 

and take our d r i l l i n g f l u i d out of the h o l e and 

r e p l a c e i t w i t h a polymer based mist system. 

From t h e r e w e ' l l d r i l l 8-1/2" hole to the o uter 

b o u n d a r i e s of t h i s p l a n view on the r i g h t s i d e of 

t h i s map, the 660 s e t b a c k s , and t h a t w i l l be 

d r i l l e d w i t h an a i r mist d r i l l i n g f l u i d . 

Q. How does t h a t procedure compare to the 

p r o c e d u r e s used by M e r i d i a n i n i t s other N i o b r a r a 

h o r i z o n t a l w e l l s ? 

A. T h i s i s our f i r s t N i o b r a r a w e l l t h a t we 

have d r i l l e d . We're c u r r e n t l y d r i l l i n g one r i g h t 

now, and i t ' s about i d e n t i c a l to i t . 

Q. I s t h e r e any d i f f e r e n c e t h a t ' s of 
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importance to you as a d r i l l i n g e n g i n e e r , i n the 

d r i l l i n g f l u i d s t h a t a r e used f o r the h i g h - a n g l e 

w e l l ? 

A. To be q u i t e honest, I'm v e r y concerned 

w i t h the s t a b i l i t y of the N i o b r a r a s h a l e i n 

d i f f e r e n t p a r t s of the R o c k i e s . I t ' s p r e t t y 

n a s t y . S i n c e t h i s i s a new a r e a and we're going 

to have a l o t of N i o b r a r a open d u r i n g t h i s p a r t 

of the h o l e , time w i s e and l e n g t h w i s e , i t i s of 

g r e a t concern to me. 

Q. How can you b e s t manage t h a t r i s k , as a 

d r i l l i n g e n g i n e e r ? 

A. We w i l l i n h i b i t t h i s m i s t . I t w i l l be 

a polymer and i t w i l l a l s o be a 

p o t a s s i u m - c h l o r i d e based m i s t . I f we can keep 

the s a l i n i t y of our d r i l l i n g f l u i d g r e a t e r than 

the s a l i n i t y of any water t h a t would be i n the 

s h a l e , then of c o u r s e i t i t w i l l remain s t a b l e . 

I f we're unable to do t h a t , w e ' l l probably have 

to mud up a t t h a t time. 

Q. D e s c r i b e f o r us the d r i l l i n g p r ocedures 

f o r d e v e l o p i n g the h i g h - a n g l e , and what type of 

equipment would be u t i l i z e d . 

A. The v e r t i c a l w e l l w i l l be c o n v e n t i o n a l 

r o t a r y d r i l l i n g . Once we get to k i c k o f f we w i l l 
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use a hud motor w i t h a r o t o s t a t o r c o n f i g u r a t i o n 

t h a t we've d i s c u s s e d a t p r e v i o u s h e a r i n g s . We 

w i l l u t i l i z e MWD a t t h a t p o i n t , w h i c h w i l l be 

a b l e t o g i v e us r e a l t i m e d a t a where we a r e . 

A f t e r we r u n c a s i n g , o f c o u r s e t h e 

MWD's w e ' l l use do n o t work i n c a s i n g , and w e ' l l 

have t o d r i l l o u t ab o u t a h u n d r e d f e e t f r o m t h e 

c a s i n g shoe, and t h e r e a g a i n u t i l i z i n g MWD. 

The MWD d r i l l i n g w i t h a i r o r gas i s 

r e l a t i v e l y new t o t h e i n d u s t r y , b u t we've 

u t i l i z e d i t on p r e v i o u s w e l l s and i t does t e n d t o 

work b e t t e r t h a n a s t e e r i n g t o o l . 

Q. How w i l l you s e t t h e w e l l f o r 

p r o d u c t i o n ? 

A. At t h a t p o i n t we w i l l - - b y d r i l l i n g w i t h 

an a i r m i s t . I f we e n c o u n t e r any h y d r o c a r b o n s , 

we s h o u l d see them on s u r f a c e . I t won't be 

masked by any h y d r o s t a t i c head. I f t h a t i s t h e 

case, we're a n t i c i p a t i n g r u n n i n g a p r e p e r f e d and 

p l u g g e d l i n e r , 5-1/2", uncemented, and t y i n g i t 

back t o a b o u t 60 d e g r e e s i n t h e c u r v e . From 

t h e r e we go t o t h e m i d d l e o f t h e p l u g s and 

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

We're a l s o l o o k i n g a t , i f we do n o t see 

any shows w h i l e we're d r i l l i n g w i t h t h a t , we 
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i n t e n d to run a 5-1/2" l i n e r , cement the e n t i r e 

l i n e r , go i n l a t e r w i t h a complet i o n r i g , 

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

s t i m u l a t e the w e l l . 

Q. What i s the b a s i s f o r the h i g h - a n g l e 

p e n e t r a t i n g from the top of the N i o b r a r a A to 

what i s c h a r a c t e r i z e d as the base of the N i o b r a r a 

C, r a t h e r than s i m p l y cut only a p o r t i o n of the 

N i o b r a r a w i t h a t o t a l h o r i z o n t a l l a i d to the 

w e l l ? 

A. T h i s e x h i b i t here i s b a s i c a l l y g e n e r i c 

now. These a r e the t h r e e i n t e r v a l s t h a t a r e 

p r o d u c t i v e i n other f i e l d s around h e r e . I n t h i s 

p a r t i c u l a r a r e a t h e r e ' s no p r o d u c t i o n around t h i s 

w e l l t h a t ' s producing from any of t h e s e t h r e e . 

Once a g a i n , i f we can i d e n t i f y one of 

th e s e t h r e e zones t h a t ' s more apt to f r a c t u r i n g , 

then w e ' l l choose t h a t zone to d r i l l i n . I f not, 

we're t r y i n g to u t i l i z e the e n t i r e l e g a l l i m i t s 

of the window w i t h the 660 s e t b a c k and cover as 

much of the N i o b r a r a A, B and C as we can. 

Q. From your p e r s p e c t i v e , then, as a 

d r i l l i n g e n g i n e e r , l e t ' s go through those 

s p e c i f i c items f o r which you're s e e k i n g 

o p e r a t i o n a l f l e x i b i l i t y from the D i v i s i o n . 
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F i r s t o f a l l , you want t h e f l e x i b i l i t y 

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

any p o r t i o n o f t h e p o o l i n t h i s v e r t i c a l s e c t i o n 

t h a t ' s been i d e n t i f i e d as t h e N i o b r a r a member? 

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

Q. H o r i z o n t a l l y , t h e n , you want t h e 

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

t h a t ' s c o n t a i n e d w i t h i n t h i s s e c t i o n and s e t back 

660 f r o m t h e s i d e b o u n d a r i e s o f t h a t s e c t i o n ? 

A. That i s c o r r e c t , t o o . A l s o , t h i s 

a z i m u t h was chosen on some s e i s m i c work. We w i l l 

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

t h a t s h o u l d t e l l us i f t h e r e a r e f r a c t u r e s , and 

i f t h e r e a r e , t h e o r i e n t a t i o n o f t h o s e 

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

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

p e r p e n d i c u l a r t o them. I f t h e y do n o t c o n f i r m 

t h a t , we w o u l d l i k e some k i n d o f a v a r i a n c e t o 

change t h i s a z i m u t h f r o m what i t i s w r i t t e n on 

h e r e . 

Q. Have you f i x e d on a s u r f a c e l o c a t i o n 

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

A. Yes, s i r . 

Q. So t h e s u r f a c e l o c a t i o n r e m a i n s t h e 

same, b u t t h e r e i s a p o s s i b i l i t y t h a t t h e 
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d i r e c t i o n and angle of the w e l l w i l l change once 

you determine what the r e s e r v o i r d a ta t e l l s you? 

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

Q. The f i n i s h e d bottom hole l o c a t i o n i s 

s u b j e c t to change as w e l l ? 

A. Yes, s i r . From a d r i l l i n g p o i n t , t h i s 

would be worst c a s e . T h i s i s probably the 

a b s o l u t e l y f u r t h e s t we can d r i l l l e g a l l y . But i f 

the d a t a comes i n from the g e o l o g i c a l t o o l s we're 

going to run w i t h f r a c t u r e o r i e n t a t i o n , we would 

l i k e the f l e x i b i l i t y to d r i l l to probably any 

c o r n e r i n t h a t s e c t i o n . 

Q. That would g i v e you an approximate 

maximum h o r i z o n t a l i n t e r v a l of a p p r o x i m a t e l y how 

many f e e t ? 

A. From s u r f a c e l o c a t i o n to the 660 

s e t b a c k , w e ' l l have the 3,850-foot d e p a r t u r e . 

Q. And t h a t ' s the maximum t h a t would e x i s t 

w i t h i n t h i s d r i l l i n g window i f you're s u c c e s s f u l 

to the l i m i t s of t h i s p a r t i c u l a r s e c t i o n ? 

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

Q. Are you aware, as a d r i l l i n g e n g i n e e r , 

of any ot h e r p r o c e d u r e s t h a t you're r e q u e s t i n g 

s p e c i a l f l e x i b i l i t y f o r so t h a t you can make 

o p e r a t i o n a l d e c i s i o n s i n the f i e l d to h e l p you 
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m a ximize t h e o p p o r t u n i t y t o have a s u c c e s s f u l 

w e l l ? 

A. No, s i r . That a b o u t c o v e r s i t . 

MR. KELLAHIN: We s u b m i t Mr. C l a y t o n 

f o r c r o s s - e x a m i n a t i o n , and I b e l i e v e h i s e x h i b i t 

has a l r e a d y been i n t r o d u c e d by a p r i o r w i t n e s s . 

EXAMINER STOGNER: So n o t e d . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. C l a y t o n , y o u r p o i n t o f k i c k o f f 

w i l l , o f c o u r s e , be d e t e r m i n e d by c o n v e n t i o n a l 

d i r e c t i o n a l d r i l l i n g methods, I w o u l d assume. 

A . Yes, s i r . 

Q. And t h a t p o r t i o n w o u l d be measured 

w h i l e d r i l l i n g y o u r MWD, as you t a l k e d a b o u t , t o 

t h e 9-5/8" c a s i n g p o i n t ? 

A. Yes, s i r . 

Q. And you s t a t e d t h a t MWD w o u l d be 

a t t e m p t e d , and u s u a l l y s u c c e s s f u l l y , a f t e r t h e 

h u n d r e d f e e t o u t f r o m under t h e 9-5/8, c o r r e c t ? 

A. Yes, s i r . The p r e v i o u s w e l l - - w e ' v e 

o n l y d r i l l e d one w e l l u t i l i z i n g t h i s t o o l , and 

i t ' s been b r o u g h t t o my a t t e n t i o n s i n c e t h e n , 

i t ' s t h e o n l y w e l l used i n t h e w o r l d w i t h t h i s 

MWD b e h i n d a s t e e r a b l e m o t o r . We were c o n c e r n e d 
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when we t r i e d i t on t h e H o w e l l L5. We had g r e a t 

s u c c e s s w i t h i t , and i t d i d worked. 

Q. Which t o o l was i t , may I ask? C o u l d 

you go i n t o a l i t t l e b i t more d e t a i l on t h e MWD? 

A. I t ' s no s e c r e t t h a t t h e o n l y vendor 

i s - - t h a t t h e name o f t h e company i s Geo S e r v i c e s , 

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

t h a t sends r a d i o waves and uses t h e r o c k t o 

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

f l u i d . They a r e o u t o f Canada. 

Q. So when you say t h e r a d i o waves, i t ' s 

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

no t up t h e d r i l l p i p e ? 

A. Yes, s i r . And t h e r e a s o n t h i s t o o l 

d o e s n ' t work r e a l l y good when y o u ' r e r i g h t 

o u t s i d e o f y o u r c a s i n g shoe i s because, due t o 

cement, t h a t c a s i n g i s bound t o r o c k , and i t does 

g i v e you i n t e r f e r e n c e . I t ' s p r e t t y i n t e r e s t i n g . 

On l o c a t i o n t h e y hook up l i t t l e a n t e n n a s . You 

m i g h t have a b a r b e d - w i r e d f e n c e a r o u n d y o u r 

r e s e r v e p i t , and you go o u t t h e r e and c l i p them 

on. You m i g h t have some k i n d o f a d r i l l stem 

t e s t f r a c t a n k t h a t y o u ' r e u t i l i z i n g , and you go 

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

When t h e s e waves come up t h r o u g h t h e 
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e a r t h , t h e y ' r e p i c k i n g up t h e s i g n a l t h r o u g h t h e 

f e n c e t h a t we have o r maybe t h r o u g h t h e t a n k t h a t 

we have s i t t i n g t h e r e . 

Q. I f worse case s c e n a r i o happens and i t ' s 

y o u r u n d e r s t a n d i n g t h a t you had t o go f r o m a i r 

m i s t t o h e a v i e r , e i t h e r f r e s h w a t e r o r even a 

mud, w o u l d t h i s same MWD work w i t h o t h e r d r i l l i n g 

mediums? 

A. Yes, s i r , i t w i l l . I t i s more 

e x p e n s i v e t h a n a, I guess you c o u l d c a l l i t , 

c o n v e n t i o n a l MWD t h a t w orks t h r o u g h a d r i l l i n g 

l i q u i d . A t t h a t t i m e , w h i l e we're mudding up, we 

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

t o save c o s t s . 

Q. On y o u r H o w e l l No. 5, I assume t h a t 

a f t e r t h e w e l l was d r i l l e d you d i d r u n a 

m u l t i - s h o t o r a c o n v e n t i o n a l — a m u l t i - s h o t o r a 

down h o l e s u r v e y o f t h e h o l e ? 

A. What we d i d on t h e t o o l , when we 

d r i l l e d t h e b u i l d on t h e H o w e l l L5, we u t i l i z e d , 

s i n c e we were d r i l l i n g w i t h mud, a d i f f e r e n t 

v e n d o r t h a t s u p p l i e d an MWD. We r a n a 

m u l t i - s h o t t e d k i c k o f f , we t i e d i n our MWD t o t h e 

m u l t i - s h o t . 

A f t e r we r a n c a s i n g , we went and t i e d 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

2 3 

24 

25 
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e v e r y t h i n g was a t par w i t h t h e p r e v i o u s t o o l s . 

We t o o k s u r v e y s e v e r y 30 f o o t on t h e H o w e l l L5. 

As f a r as a m u l t i - s h o t , we w o u l d have had t o l o a d 

t h e d r i l l s t r e a m w i t h f l u i d t o pump t h a t 

m u l t i - s h o t down. And when we f i n i s h e d t h e H o w e l l 

L5 , we f i n i s h e d i t w i t h a i r . 

Q. So t h i s new Geo S e r v i c e s t o o l was t h e 

o n l y s u r v e y on t h a t h o l e t h a t you had? 

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

Q. I n t h e a i r d r i l l p a r t . 

A. We used a d i f f e r e n t company's MWD t o o l 

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

f o r t h e m u l t i - s h o t and t h e v e r t i c a l . But t h a t 

t h a t i s c o r r e c t , t h e y a r e t h e o n l y s u r v e y 

i n s t r u m e n t we had i n t h e a i r d r i l l p o r t i o n o f t h e 

ho 1 e . 

Q. Does Geo S e r v i c e s , o r do you, do you 

know what t h e a c c u r a c y o f t h i s Geo S e r v i c e s MWD 

t o o l i s , as f a r as i t s - -

A. I b e l i e v e i t ' s p u b l i s h e d a t p l u s o r 

minus two d e g r e e s w i t h a z i m u t h . The i n c l i n a t i o n 

w o u l d be s i g n i f i c a n t l y l e s s t h a n t h a t . 

Q. I s i t y o u r u n d e r s t a n d i n g t h a t t h i s 

p a r t i c u l a r t o o l , you s a i d i t was t h e f i r s t t o be 
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u t i l i z e d , i s i t s t i l l i n t h e de v e l o p m e n t s t a g e s ? 

A. No, s i r , i t ' s t h e f i r s t t o be used 

b e h i n d a s t e e r a b l e m o t o r . 

Q. Okay, I'm s o r r y . So i t has had q u i t e a 

b i t o f a c c u r a c y t e s t i n g ; so i t ' s i n t h e 

p r o d u c t i o n p h r a s e , b u t y o u ' r e u s i n g i t f o r - -

A. Th a t same t o o l i s b e i n g used i n t h e Rio 

Puerco f i e l d r i g h t now, by a d i f f e r e n t o p e r a t o r . 

The mechanics o f t h e t o o l i t s e l f , when you r u n 

b e h i n d a m o t o r , t h e m o t o r s t e n d t o t e a r them up, 

and t h e y were p u l l i n g them o u t o f t h e h o l e a l l 

t o r n up. They were l o s i n g p i e c e s i n t h e h o l e . 

When you r o t a r y d r i l l , you d o n ' t have as much 

r e a c t i v e t o r q u e f r o m t h e motor and, t h e r e f o r e , 

t h e i r t o o l wasn't t e a r i n g up. But t h i s was t h e 

f i r s t t i m e i t was e v e r r u n b e h i n d a m o t o r , was on 

t h e H o w e l l L5. 

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

q u e s t i o n s o f t h i s w i t n e s s a t t h i s t i m e . Thank 

you . 

Mr. K e l l a h i n . 

CHRISTOPHER SETTLE 

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 
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BY MR. KELLAHIN: 

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

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

A. My name i s C h r i s t o p h e r S e t t l e . I'm a 

p e t r o l e u m e n g i n e e r f o r M e r i d i a n O i l . 

Q. Mr. S e t t l e , on p r i o r o c c a s i o n s have you 

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

A. No, s i r . 

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

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

e n g i n e e r i n g i n 1987 f r o m L o u i s i a n a S t a t e 

U n i v e r s i t y . 

Q. Subsequent t o g r a d u a t i o n , where have 

you been employed as a p e t r o l e u m e n g i n e e r ? 

A. I ' v e w o r k e d f o r M e r i d i a n s i n c e I ' v e 

been o u t o f s c h o o l . 

Q. D e s c r i b e f o r us y o u r p a r t i c u l a r 

r e s p o n s i b i l i t i e s as a p e t r o l e u m e n g i n e e r f o r y o u r 

company. 

A. The i n i t i a l t h r e e y e a r s I worked f o r 

M e r i d i a n I work i n t h e p r o d u c t i o n e n g i n e e r i n g 

g r o u p , and b e g i n n i n g i n J a n u a r y o f t h i s y e a r , I 

have been t r a n s f e r r e d t o t h e r e s e r v o i r 

e n g i n e e r i n g g r o u p . 

Q. You're l o c a t e d i n F a r m i n g t o n , New 
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Mexico? 

A. Yes, s i r . 

Q. D e s c r i b e y o u r s p e c i f i c r e s p o n s i b i l i t i e s 

t o t h i s p a r t i c u l a r h o r i z o n t a l w e l l t h a t ' s t h e 

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

A. I o r i g i n a l l y a n a l y z e d t h e b i d p r i c e f o r 

t h e a c r e a g e i n A p r i l , and have s u b s e q u e n t l y done 

t h e e conomics and p r e p a r e d t h e package t o d r i l l 

t h e we 11 . 

Q. As p a r t o f y o u r e n g i n e e r i n g s t u d y , have 

you made y o u r s e l f f a m i l i a r w i t h t h e o r d e r t h a t 

Samuel Gary r e c e i v e d f r o m t h e D i v i s i o n d a t e d 

O c t o b e r 26, 1990, w h i c h i s Order No. R-9330, 

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

t h e d r i l l i n g o f t h e i r h o r i z o n t a l w e l l ? 

A. Yes. 

Q. I n t e r m s o f t h e i r a l l o w a b l e and o t h e r 

p r o c e d u r e s t h a t t h e y were a u t h o r i z e d t o employ i n 

t h e i r h o r i z o n t a l w e l l ? 

A . Yes, s i r . 

MR. KELLAHIN: We t e n d e r Mr. S e t t l e as 

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

EXAMINER STOGNER: Mr. S e t t l e i s so 

q u a l i f i e d . 

Q. L e t ' s t a l k f r o m a r e s e r v o i r o r 
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p e t r o l e u m e n g i n e e r i n g a n a l y s i s o f t h e d i f f e r e n c e 

b etween t h e v e r t i c a l v e r s u s t h e h o r i z o n t a l w e l l . 

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

what a r e you a t t e m p t i n g t o a c h i e v e w i t h t h e 

h o r i z o n t a l w e l l t h a t you won't be a b l e t o a c h i e v e 

w i t h a v e r t i c a l w e l l ? 

A. Our o b j e c t o f d r i l l i n g h o r i z o n t a l l y i n 

t h i s s e c t i o n i s t o i n t e r s e c t as many n a t u r a l 

f r a c t u r e s as we can. The m a t r i x p e r m e a b i l i t y and 

p o r o s i t y a r e v e r y low, and w i t h o u t t h e n a t u r a l 

f r a c t u r e s we won't e n c o u n t e r an economic 

w e 1 l b o r e . 

Q. The a d v a n t a g e o f t h e h o r i z o n t a l w e l l 

o v e r t h e v e r t i c a l w e l l , t h e n , i s you i n c r e a s e t h e 

o p p o r t u n i t y t o e n c o u n t e r more f r a c t u r e s t h a n you 

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

A . Yes, s i r . 

Q. I n a n a l y z i n g t h e o b s e r v e p o t e n t i a l , do 

you have any r a n g e s t o s h a r e w i t h t h e Examiner i n 

t e r m s o f n o n r i s k r e s e r v e p o t e n t i a l f o r t h i s 

s e c t i o n ? 

A. Our economic n o n r i s k s were based on 

j u s t o v e r 200,000 b a r r e l s p e r w e l l . 

Q. How do you compare t h a t t o t h e c o s t o f 

t h e w e l l s i n v o l v e d ? What's a g e n e r a l range o f a 
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c o n v e n t i o n a l v e r t i c a l w e l l i n t h i s area? 

A. A p p r o x i m a t e l y $500,000. 

Q. As compare t o t h e h o r i z o n t a l w e l l 

t h a t ' s p r o p o s e d f o r t h i s s e c t i o n ? 

A. T h i s p a r t i c u l a r w e l l i s AFE'd f o r 

a p p r o x i m a t e l y $1.4 m i l l i o n . 

Q. Have you been w a t c h i n g Samuel Gary and 

t h e i r h o r i z o n t a l o p e r a t i o n s t o t h e n o r t h o f y o u, 

Mr. S e t t l e ? 

A . Yes, s i r . 

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

o c c u r r i n g i n t h e R i o Puerco p o o l t o t h e n o r t h . 

A. They've c u r r e n t l y d r i l l e d f o u r 

h o r i z o n t a l w e l l s i n t h e i r R i o Puerco p o o l . The 

f i r s t was t h e San I s i d r o 10 No. 12, w h i c h i s i n 

S e c t i o n 12, and i t was d r i l l e d i n a 

n o r t h / n o r t h w e s t e r l y d i r e c t i o n . Excuse me, t h a t 

was t h e second w e l l . 

The f i r s t w e l l was t h e Renegade No. 1 

d r i l l e d i n S e c t i o n 13. That w e l l , t h e y have n o t 

r e p o r t e d any volumes t o t h i s s t a t e . The o n l y 

volumes we have a r e r e p o r t e d on t h e San I s i d r o 10 

No . 12. 

R e c e n t l y t h e y have d r i l l e d t h e Johnson 

3 No. 7 i n Township 20 N o r t h , 2 West, and t h e y ' v e 
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d r i l l e d t h a t a c r o s s t h e s e c t i o n l i n e s f r o m 

S e c t i o n 7 i n t o S e c t i o n 6. 

MR. KELLAHIN: I c a n ' t hear t h e 

w i t n e s s . 

EXAMINER STOGNER: I c a n ' t , e i t h e r . 

(A b r i e f r e c e s s was t a k e n . ) 

Q. (BY MR. KELLAHIN) I'm s o r r y , Mr. 

S e t t l e . You were d e s c r i b i n g t h e f o u r w e l l s t h a t 

Samuel Gary was d r i l l i n g o r i n t h e p r o c e s s o f 

c o m p l e t i n g i n t h e p o o l t o t h e n o r t h ? 

A. T h a t ' s c o r r e c t . They have d r i l l e d t h e 

Johnson 3 No. 7, b u t t o my knowledge t h e y h a v e n ' t 

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

p r o j e c t was r e e n t e r i n g t h e San I s i d r o 15 No. 7, 

and t h e i n f o r m a t i o n we have i s t h a t t h e y ' v e 

d r i l l e d m u l t i p l e l a t e r a l s i n t h a t w e l l . As f a r 

as a z i m u t h and l a t e r a l l e n g t h , we d o n ' t have t h a t 

k n o w l e d g e . I t h a s n ' t been r e p o r t e d t o t h e s t a t e . 

Q. Have you r e v i e w e d t h e d i v i s i o n 

t r a n s c r i p t s and r e c o r d s t h a t i n v o l v e d Samuel 

Gary's a p p r o v a l o f t h a t h o r i z o n t a l d r i l l i n g 

program? 

A . Yes, s i r . 

Q. When we l o o k a t a p p l y i n g some o f t h o s e 

p r o c e d u r e s t o our case, t h e r e a r e a c o u p l e o f 
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i t e m s t h a t I want t o d i s c u s s w i t h you. F i r s t o f 

a l l , as y o u r r e q u e s t f o r an a l l o w a b l e f o r t h e 

s e c t i o n , what i s y o u r r e c o m m e n d a t i o n t o t h e 

Examiner ? 

A. Our r e c o m m e n d a t i o n i s t o f o l l o w t h e 

same p o o l r u l e s t h a t t h e y a r e s u b j e c t t o and, on 

a 3 2 0 - a c r e s p a c i n g , i t w o u l d be 320 b a r r e l s o f 

o i l p e r t o d a y , and a 6 4 0 - a c r e s p a c i n g w o u l d be 

640 b a r r e l s o f o i l p er day. And because we w i l l 

be c u t t i n g b o t h d e d i c a t e d 320's i n our w e l l b o r e , 

we recommend we have a 6 4 0 - a c r e s p a c i n g and a 640 

b a r r e l p e r day a l l o w a b l e . 

Q. We've a l r e a d y t a l k e d a b o u t t h e d r i l l i n g 

s e t b a c k s f o r t h e maximum d i s t a n c e t h a t we can 

a p p r o a c h t h e s i d e b o u n d a r i e s . Do you have a 

re c o m m e n d a t i o n t o t h e Examiner t h a t c o n c e r n s any 

g a s / o i l r a t i o l i m i t a t i o n ? The s t a t e w i d e r u l e i s 

2 0 0 0 - t o - l , i s n ' t i t ? 

A . Yes, s i r . 

Q. What's y o u r r e c o m m e n d a t i o n i n t h i s 

case? 

A. Our r e c o m m e n d a t i o n i s t o r e c e i v e t h a t 

2 , 0 0 0 - t o - l gas t o o i l r a t i o . 

Q. Any o t h e r s p e c i a l p r o c e d u r e s t h a t you 

r e q u e s t f r o m t h e Examiner c o n c e r n i n g t h i s 
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p a r t i c u l a r o p e r a t i o n f o r y o u r company on S e c t i o n 

22? 

A. No, s i r . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n , Mr. S t o g n e r . 

EXAMINATION 

BY MR. STOGNER: 

Q. Mr. S e t t l e , and t h i s k i n d o f d i s e m b a r k s 

f r o m t h e OCD's p a s t p r a c t i c e s o f h o r i z o n t a l 

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

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

or t h e f o r m a t i o n , and i f t h e 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 has c r o s s e d o v e r t h a t , t h e n i t has 

been t h e p a s t p r a c t i c e f o r t h e OCD t o m u l t i p l y 

t h e n o r m a l a l l o w a b l e t i m e s w h a t e v e r t h e 

t r a j e c t o r y c r o s s e d i n t o . 

T h i s i s a l i t t l e b i t d i f f e r e n t inasmuch 

as i n t h i s p a r t i c u l a r a r e a we're on 4 0 - a c r e 

s p a c i n g , and y o u ' r e a s k i n g f o r 6 4 0 - a c r e s p a c i n g 

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

640 b a r r e l s w h i c h , by t h e way, i s a l i t t l e b i t 

l e s s , a c t u a l l y h a l f l e s s t h a n what we w o u l d i f we 

m u l t i p l i e d n o r m a l 4 0 - a c r e d e p t h b r a c k e t a l l o w a b l e 

o f 80 b a r r e l s t i m e s t i m e s 16, b e i n g t h e number o f 

4 0 - a c r e t r a c t s i n t h i s 6 4 0 - a c r e s e c t i o n . 
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I f anybody's c o n f u s e d on t h a t , g e t w i t h 

me l a t e r . Okay. As we show i t t o d a y , 

u n d e r s t a n d i n g t h a t y o u ' r e a s k i n g f o r a 

f l e x i b i l i t y , b u t i f t h e w e l l was d r i l l e d t o d a y i n 

t h e method i n w h i c h y o u ' r e d e s c r i b i n g - - a n d I'm 

r e f e r r i n g now t o E x h i b i t No. 2 — y o u e s s e n t i a l l y 

w o u l d c r o s s , g i v e n a l i b e r a l f i g u r e , one, two, 

t h r e e , f o u r , f i v e , s i x , seven 4 0 - a c r e t r a c t s b u t 

y o u ' r e a s k i n g f o r s o m e t h i n g b i g g e r t o d a y , and I'm 

assuming because o f t h e f r a c t u r e d n a t u r e o f t h e 

p o o l , i s t h a t c o r r e c t ? 

A. Yes, s i r . 

MR. STOVALL: L e t me f o l l o w - u p w i t h a 

q u e s t i o n on t h a t . 

EXAMINATION 

BY MR. STOVALL: 

Q. J u s t t o l a y t h e g r o u n d w o r k f o r 

u n d e r s t a n d i n g , y o u ' r e u s i n g t h e Samuel Gary 

V e t e r a n San I s i d r o s h a l l o w u n i t k i n d o f as a 

s t a r t i n g p o i n t t o come up w i t h some r u l e s , 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. You r e f e r e n c e t h e 1990 o r d e r . You 

d i d n ' t r e f e r e n c e t h e A o r d e r w h i c h was i s s u e d i n 

91 w h i c h m o d i f i e d t h a t i n a s u b s t a n t i a l way, as 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

14 

1 5 

16 

17 

18 

1 9 

20 

21 

22 

23 

24 

25 

51 

i t w o u l d a f f e c t what y o u ' r e t r y i n g t o do h e r e , i s 

t h a t c o r r e c t ? I n o t h e r w o r d s , t h a t o r d e r a l l o w e d 

f o r t h e e s t a b l i s h m e n t o f a v a r i e t y o f p r o r a t i o n 

u n i t s i z e s w i t h i n t h a t p o o l and u n i t and 

a l l o w a b l e , based upon t h e a c r e a g e d e d i c a t e d t o 

t h e w e l 1 . 

I t was a m o d i f i c a t i o n f r o m what Mr. 

S t o g n e r i s t a l k i n g a b o u t , i n t e r m s o f number o f 

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

MR. KELLAHIN: And we're c o n c e r n e d 

a b o u t making o ur p a r t i c u l a r S e c t i o n 22 t o o 

c o m p l i c a t e d , and what we want t o s t a r t o f f w i t h 

i s a s i m p l e a l l o w a b l e on 640 f o r t h i s S e c t i o n 22, 

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

a f t e r t h e f a c t , t h e n we now have a w e l l b o r e t h a t 

can be used as a b a s i s t o c r e a t e a new p o o l and 

s p e c i a l r u l e s t h a t may or may n o t r e q u i r e t h a t 

t h e y be s i m i l a r t o Samuel Gary's p o o l some 

d i s t a n c e t o t h e n o r t h . But r a t h e r t h a n ask f o r 

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

u n i t o p e r a t i o n , we chose f o r c o n v e n i e n c e , I 

guess, t h e 640 o i l a l l o w a b l e f o r t h e 640 

spac i n g . 

MR. STOVALL: What you've done, i n 

e f f e c t what y o u ' r e a s k i n g f o r i s s o m e t h i n g 
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d i f f e r e n t t h a n w h a t Mr. S t o g n e r d e s c r i b e d . 

You're s a y i n g , "Give us a 640, l e t ' s assume i f we 

do t h i s r i g h t w e ' l l g o i n g t o d r a i n t h e 640 by 

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

t h e r e f o r e a 640 p r o r a t i o n u n i t and a l l o w a b l e i s 

t h e most a p p r o p r i a t e way t o r e g u l a t e t h i s 

p a r t i c u l a r — w e l l , i n e f f e c t , a o n e - s e c t i o n p o o l , 

one w e l l , o n e - s e c t i o n p o o l . 

MR. KELLAHIN: B a s i c a l l y , as a s p e c i a l 

p r o j e c t a l l o w a b l e f o r t h i s w e l l , t o g i v e us 

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

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

l i k e Samuel Gary's, t h e n we can come back t o you 

w i t h more s p e c i f i c d a t a as t o t h e s i t e and g i v e 

you a b e t t e r way t o more a c c u r a t e l y d e t e r m i n e 

a l l o w a b l e s and a n y t h i n g e l s e . 

FURTHER EXAMINATION 

BY MR. STOGNER: 

Q. Mr. S e t t l e , you've done some s t u d i e s on 

o t h e r Mancos w e l l s and p o o l s . Are most o f t h o s e 

spaced on b i g g e r a c r e a g e s t h a n 40? 

A. Yes, s i r . The o n l y ones I'm i n h e r e n t l y 

f a m i l i a r w i t h i s t h e Rio Puerco p o o l . My 

a c c u r a c y and knowledge on o t h e r p o o l s w o u l d be 

q u e s t i o n a b l e . I b e l i e v e t h e G a v i l a n p o o l was on 
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640 and West P u e r t o C h i q u i t o was on 640 s p a c i n g . 

Q. You're b a s i n g t h a t because o f t h e 

f r a c t u r e d s y s t e m o f t h e s e Mancos or o f Mancos 

f o r m a t i o n s i n w h i c h y o u ' r e f a m i l i a r w i t h ? 

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

Q. And because o f t h a t , t h a t makes i t 

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

o i l - b e a r i n g f o r m a t i o n s ? 

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

MR. STOVALL: L e t me ask you a 

f o l l o w - u p q u e s t i o n . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. B a s i c a l l y what we're d o i n g i s t h e 

p r e v e n t i o n o f w a s t e . I assume, i f I may p u t 

words i n y o u r mouth, and you can c o r r e c t me i f 

I'm wrong, t h e o b j e c t i v e h e r e i s t h a t by 

e f f e c t i v e l y h o r i z o n t a l l y d r i l l i n g , i d e n t i f y i n g 

t h e f r a c t u r e o r i e n t a t i o n and h o r i z o n t a l l y 

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

o r i e n t a t i o n , you can h o p e f u l l y p r e v e n t waste by 

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

more o i l a t a more e f f i c i e n t c o s t , and u l t i m a t e l y 

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

c o r r e c t , f r o m a waste s t a n d p o i n t ? 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

16 

1 7 

18 

19 

20 

2 1 

22 

23 

24 

25 

54 

A. Yes, s i r , t h a t ' s c o r r e c t . 

MR. STOVALL: Oh, good. I a l w a y s l i k e 

p u t t i n g words i n e n g i n e e r s mouths. 

MR. KELLAHIN: You d o n ' t g e t t o do i t 

v e r y o f t e n , do you? 

MR. STOVALL: No, I d o n ' t . 

Q. From a c o r r e l a t i v e r i g h t s s t a n d p o i n t , 

and t a k e as a g i v e n my s t a t e m e n t t h a t t h e r e i s 

some i n f o r m a t i o n i n some f r a c t u r e d Mancos p o o l s 

t h a t some o f t h e s e f r a c t u r e s a r e q u i t e l o n g , 

p e r h a p s as much as a m i l e o r more, and t h e r e ' s 

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

what i s y o u r comment or o p i n i o n — and maybe we 

need t o do somebody e l s e as f a r as t h e 

c o r r e l a t i v e r i g h t s i m p a c t — i f you go s n i f f i n g 

a r o u n d i n one s e c t i o n and a r e s u c c e s s f u l and do 

what you want t o do h e r e , as d i s t i n g u i s h e d f r o m 

t h e San I s i d r o u n i t where i t i s u n i t i z e d 

o p e r a t i o n s w i t h a s i n g l e o p e r a t o r , can you make 

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

t o how c o r r e l a t i v e r i g h t s can be p r o t e c t e d i f you 

a r e s u c c e s s f u l ? 

A. Even i f t h e w e l l i s an economic 

p r o j e c t , we won't know how f a r t h o s e f r a c t u r e s do 

have c o m m u n i c a t i o n and what t h e i n t e r f e r e n c e 
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e f f e c t s w o u l d be between s e c t i o n l i n e s o r w h a t n o t 

u n t i l we have d r i l l e d more t h a n one w e l l o r a r e 

a l l o w e d t o do some i n t e r f e r e n c e t e s t i n g and 

r e s e r v o i r a n a l y s i s . 

Q. Now, go back t o Mr. A l e x a n d e r ' s e x h i b i t 

u n d e r s t a n d Tab 2 w h i c h shows t h e a r e a . I t l o o k s 

l i k e y o u ' r e f a i r l y i m m e d i a t e l y s u r r o u n d e d , w i t h 

t h e e x c e p t i o n o f S e c t i o n 15, by 100 p e r c e n t 

M e r i d i a n - o p e r a t e d a c r e a g e , i s t h a t c o r r e c t ? 

A . Yes, s i r . 

Q. Do you know i f y o u r company has any 

p l a n s t o t a k e a d v a n t a g e o f t h a t a c r e a g e c o n t r o l 

p o s i t i o n t o a c h i e v e some o f t h e b e n e f i t s t h a t 

u n i t i z e d o p e r a t i o n s have g i v e n V e t e r a n s up i n San 

I s i d r o ? Do you u n d e r s t a n d my q u e s t i o n ? 

A. C o u l d you r e p h r a s e i t ? 

Q. W i t h t h e u n i t i z e d o p e r a t i o n s , t h e r e ' s a 

s i n g l e o p e r a t o r who i s a b l e t o make some 

management d e c i s i o n s as f a r as d r i l l i n g , based 

upon t h e t y p e o f i n f o r m a t i o n y o u ' r e t a l k i n g a b o u t 

o v e r a 17-, 18,000-acre u n i t . Under t h e te r m s o f 

t h a t u n i t agreement and o p e r a t i o n can a s s u r e t h e 

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

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

i t s e l f . Do you g a i n any a d v a n t a g e w i t h t h a t ? 
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T h i s i s n o t u n i t i z e d , t h i s i s s e p a r a t e 

l e a s e s , and we d o n ' t know t h e e x a c t e x t e n t o f 

them, b u t how can you o b t a i n a s i m i l a r t y p e o f 

management p r o t e c t i o n , i f you w i l l , as opposed t 

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

do you know? Are you i n a p o s i t i o n t o answer 

t h a t q u e s t i o n ? 

A. I t h i n k t h a t w o u l d p r o b a b l y be b e t t e r 

answered by A l a n . 

Q. The c o n c e r n i s t h a t i f you g i v e 

f l e x i b i l i t y , you've g o t t o - - a n d I'm k i n d o f 

g e t t i n g o f f on a t a n g e n t h e r e — I u n d e r s t a n d what 

you want t o do, b u t l o o k i n g l o n g - t e r m you have t 

g i v e some o t h e r o p p o r t u n i t i e s t o t a k e a d v a n t a g e 

o f o ur e x p e r i e n c e . 

A. We w o u l d be i n t e r e s t e d i n p r o t e c t i n g 

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

our a c r e a g e p o s i t i o n , M e r i d i a n w o u l d p r o b a b l y 

l o o k t o w a r d u n i t i z a t i o n . 

MR. KELLAHIN: W e l l , even s h o r t o f 

u n i t i z a t i o n , Mr. S t o v a l l , t h e y have l e a s e h o l d 

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

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

i f t h e y knew, as t h e o p e r a t o r o f t h e a d j o i n i n g 

s e c t i o n , t h a t t h e y were a d v e r s e l y a f f e c t i n g 
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p r o p e r t y t h a t t h e y h e l d f o r o t h e r s . So I t h i n k 

t h e p r o c e d u r e h e r e i s one t h a t g i v e s them t h e 

g r e a t e s t o p t i o n t o be d i l i g e n t , p r u d e n t o p e r a t o r s 

t o d e v e l o p f u r t h e r w e l l s , even i n t h e absence o f 

u n i t i z a t i o n . 

MR. STOVALL: S e e k i n g a s i m i l a r t y p e o f 

f l e x i b i l i t y t o , a g a i n , d r i l l t h e most e f f i c i e n t 

w e l l p o s s i b l e and space them most e f f i c i e n t l y t o 

maximum r e c o v e r y ? I s t h a t t h e i n t e n t ? I s t h a t 

what y o u ' r e t r y i n g t o say? 

MR. KELLAHIN: A b s o l u t e l y . W i t h t h e 

a c r e a g e p o s i t i o n i n h e r e , t h e y have an 

o p p o r t u n i t y t h a t few have. You o f t e n d e v e l o p a 

s e c t i o n i n w h i c h t h a t ' s t h e o n l y s e c t i o n you 

c o n t r o l . I f we d e v e l o p p r o c e d u r e s t h a t work f o r 

t h i s s e c t i o n , t h e y can be a p p l i e d by M e r i d i a n t o 

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

w i t h i n t h o s e s e c t i o n s . 

Q. (BY MR. STOVALL) I r e c o g n i z e t h e 

p u r p o s e o f t h i s a p p l i c a t i o n i s you seek o n l y , i n 

e f f e c t , r u l e s f o r t h i s w e l l and t h i s s e c t i o n . 

And, i f I u n d e r s t a n d what y o u ' r e s a y i n g , you 

w o u l d a n t i c i p a t e w i t h a n o t h e r w e l l , you w o u l d 

p r o b a b l y come back and ask f o r a s i m i l a r t h i n g 

based upon what you l e a r n e d , i s t h a t c o r r e c t ? 
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A. T h a t ' s c o r r e c t . 

Q. At some p o i n t you w o u l d r e a c h a p o i n t 

o f k n o w ledge where you w o u l d say Okay, we can 

i d e n t i f y t h e p o o l , and now l e t us o p e r a t e t h i s 

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

a l l o w us t o maxim i z e r e c o v e r y w i t h a minimum o f 

w e l l s and p r o t e c t e v e r y b o d y ' s i n t e r e s t s ? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

MR. KELLAHIN: I t a l s o s e r v e s as a d a t a 

p o i n t i n w h i c h t h e D i v i s i o n , p e r h a p s i n t h e near 

f o r e s e e a b l e f u t u r e , can d e v e l o p r u l e s on a 

b a s i n - w i d e a r e a b a s i s f o r h i g h - a n g l e w e l l s i n t h e 

Mancos. T h i s i s y e t a n o t h e r d a t a p o i n t i n t h e 

r e s e r v o i r t h a t can s e r v e as an example f r o m w h i c h 

we can a s s i m i l a t e a l l t h i s i n f o r m a t i o n and 

p e r h a p s come t o you w i t h a r u l e change f o r 

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

f o r m a t i o n . 

So w e ' l l s t a r t o f f p r o b a b l y as one o f 

t h e c o n v e n t i o n a l e x p a n s i o n s o f d i s c o v e r y , i f you 

w i l l , b u t I t h i n k we o u g h t t o a l s o l o o k t o t h e 

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

t h e c o a l gas, so t h a t we d o n ' t have t o come back 

and do t h e s e one a t a t i m e . 

MR. STOVALL: I a p p r e c i a t e t h a t , and 
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t h a t i s why, as I t h i n k as you know i n o t h e r 

h e a r i n g s o f a s i m i l a r n a t u r e I ' v e k i n d o f t a k e n 

t h e same l i n e o f r e a s o n i n g , because t h a t i s t h e 

o b j e c t i v e o f t h e D i v i s i o n . As we l e a r n more, we 

d e v e l o p a s e t o f r u l e s w h i c h we can t h e n a p p l y on 

a more g e n e r a l b a s i s and n o t r e q u i r e o p e r a t o r s t o 

come i n on each w e l l t o do t h a t . 

So I a p p r e c i a t e y o u r comments. And 

t h a t ' s my o b j e c t i v e , t o e s t a b l i s h t h a t f o u n d a t i o n 

f o r f u t u r e work. And I t h i n k I ' v e c o n v o l u t e d 

t h i s t h i n g enough, so I ' l l l e t t h e Examiner g e t 

back t o n u t s - a n d - b o l t s q u e s t i o n s . 

FURTHER EXAMINATION 

BY MR. STOGNER: 

Q. To f o l l o w - u p on t h a t , Mr. S e t t l e , were 

you i n v o l v e d o r were you aware o f - - I d o n ' t want 

t o say a push, b u t a s t u d y g r o u p o r d i s c u s s i o n s , 

I t h i n k a c o u p l e o f y e a r s ago, o f p e r h a p s making 

t h e Mancos s h a l e as a h o l e i n t h e San Juan b a s i n 

spaced on 640 a c r e s o r s o m e t h i n g o t h e r t h a n 40? 

A. No, s i r . 

MR. KELLAHIN: We examined t h a t t o p i c 

f o r y o u , and as b e s t we can d e t e r m i n e , i t n e v e r 

p r o c e e d e d much above t h e c o n v e r s a t i o n s t a g e . We 

ca n n o t f i n d any r e c o r d o f a f o r m a l i n d u s t r y g r o u p 
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b e i n g c a l l e d t o g e t h e r t o meet on t h a t t o p i c . 

T here were i n f o r m a l d i s c u s s i o n s , as b e s t we can 

f i n d , b u t t h e r e was no f o r m a l s t u d y g r o u p 

o r g a n i z e d t h a t met t o s p e c i f i c a l l y d e v e l o p r u l e s 

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

gas. I t n e v e r p r o c e e d e d t o t h e p o i n t o f b e i n g a 

f o r m a l w o r k - s t u d y g r o u p , as b e s t I can f i n d . 

EXAMINER STOGNER: Thank y o u , Mr. 

K e l l a h i n . I guess t h e rumors I h e a r d were f a r 

e x a g g e r a t e d . 

I have no o t h e r q u e s t i o n s o f t h i s 

w i t n e s s a t t h i s t i m e . Any o t h e r q u e s t i o n s o f Mr. 

S e t t l e ? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: A l l r i g h t . You may 

be e x c u s e d . 

A n y t h i n g f u r t h e r , Mr. K e l l a h i n ? 

MR. KELLAHIN: Mr. A l e x a n d e r i n d i c a t e s 

he has t h e s p e c i f i c answers t o y o u r p r e v i o u s 

q u e s t i o n when he was t h e w i t n e s s , and i f you 

w o u l d l i k e t o p u t them i n t h e r e c o r d now, we 

w o u l d be happy t o do t h a t . I f you w o u l d l i k e t o 

t a k e i t under a d v i s e m e n t , w e ' l l s u b m i t i t t o you 

p o s t - h e a r i n g . 

You were a s k i n g him s p e c i f i c a l l y a b o u t 
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t h e o w n e r s h i p w i t h i n S e c t i o n 22 and w h e t h e r o r 

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

t h i s t ime. 

EXAMINER STOGNER: Mr. A l e x a n d e r , y e s , 

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

l e t ' s go ahead and g e t t h i s o v e r w i t h . 

ALAN ALEXANDER 

H a v i n g been p r e v i o u s l y 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 f u r t h e r as f o l l o w s : 

FURTHER EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. A l e x a n d e r , l e t me r e m i n d you t h a t 

y o u ' r e s t i l l a q u a l i f i e d w i t n e s s under o a t h f o r 

t h i s h e a r i n g . 

I n r e s p o n s e t o Mr. S t o g n e r ' s q u e s t i o n s 

c o n c e r n i n g t h e o w n e r s h i p o f S e c t i o n 22, have you 

v e r i f i e d what t h a t o w n e r s h i p i s ? 

A. Yes, s i r , I have. 

Q. What i s y o u r v e r i f i c a t i o n ? 

A. That t h e f e d e r a l l e a s e t h a t was 

r e f e r e n c e d on t h e C-102 p l a t i s c o r r e c t , and i t 

does c o v e r a l l o f S e c t i o n 22, and i t a d d i t i o n a l l y 

c o v e r s t h e n o r t h w e s t q u a r t e r o f S e c t i o n 15 

i m m e d i a t e l y t o t h e n o r t h . 

Q. I s t h a t t h e o n l y a c r e a g e t h a t i s i n t h e 
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f e d e r a l l e a s e t h a t i s i n c l u s i v e o f S e c t i o n 22? 

The n o r t h w e s t o f 15 and a l l o f 22 i s t h e same 

f e d e r a l l e a s e ? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. T h e r e ' s no o t h e r a c r e a g e , t h e n , i n t h a t 

l e a s e ? 

A. No, s i r . 

Q. The i n d i c a t i o n s on E x h i b i t No. 2, t h e 

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

w i t h i n S e c t i o n 22, i s o l d , e x p i r e d l e a s e s ? 

A. Yes, s i r . We have no maps i n t h i s 

a r e a , and t h a t ' s a d u p l i c a t i o n o f a Pomco map. 

And t h e p r i o r l e a s e s t h a t e x p i r e d down h e r e were 

b r o k e n i n t o v a r i o u s p i e c e s , b u t when t h e y 

r e a d v e r t i s e d t h e s e f o r s a l e i n new f e d e r a l 

l e a s e s , t h e y c o n s o l i d a t e d them, and t h a t ' s what 

we have t o d a y i s a c o n s o l i d a t e d l e a s e h o l d . 

MR. KELLAHIN: Thank y o u , Mr. 

A l e x a n d e r . I have no f u r t h e r q u e s t i o n s . 

EXAMINER STOGNER: No o t h e r q u e s t i o n s 

o f Mr. A l e x a n d e r ? 

MR. STOVALL: L e t me j u s t ask one. 

EXAMINATION 

BY MR. STOVALL: 

Q. Mr. A l e x a n d e r , you h e a r d my l i n e o f 
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q u e s t i o n i n g on t h e c o r r e l a t i v e r i g h t s t h i n g . Do 

you have a n y t h i n g d i f f e r e n t you w o u l d l i k e t o add 

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

w h i l e managing t h i s p o o l i n t h e most e f f i c i e n t 

r e c o v e r y methods? 

A. Mr. S t o v a l l , I d i d n ' t hear a l l o f y o u r 

comments, and I a p o l o g i z e f o r t h a t , b u t f r o m t h e 

l a t t e r comments t h a t I h e a r d and t h e i d e a s t h a t 

Mr. K e l l a h i n e x p r e s s e d , I b e l i e v e t h a t a d e q u a t e l y 

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

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

f u t u r e d e v e l o p m e n t . 

MR. STOVALL: T h a t ' s a l l I have. 

EXAMINER STOGNER: Thank y o u . Any 

o t h e r q u e s t i o n s ? I f n o t , you may be excus e d . 

A n y t h i n g f u r t h e r ? 

MR. KELLAHIN: We w o u l d move t h e 

i n t r o d u c t i o n o f E x h i b i t 6, w h i c h i s our a t t o r n e y 

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

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

case . 

EXAMINATION STOGNER: E x h i b i t No. 6 

w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

I f t h e r e ' s n o t h i n g f u r t h e r i n Case 

10392, t h i s case w i l l be t a k e n under a d v i s e m e n t . 
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( A n d t h e p r o c e e d i n g s c o n c l u d e d . 

1 do herebv certify that the foregoing fS 
a compleie - C H . of the proceedi-^fn 
the Exar: mer Scaring of v.ase / .UZZ*' 
heard by rns o n J i ^ ^ / ^ t . / 1 9 

^ Z . ^ ^ f e ^ ^ _ . Examiner 
Oil Conservation Division 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss . 

COUNTY OF SANTA FE ) 

I , C a r l a Diane R o d r i g u e z , C e r t i f i e d 

S h o r t h a n d R e p o r t e r and N o t a r y P u b l i c , HEREBY 

CERTIFY t h a t t h e f o r e g o i n g t r a n s c r i p t o f 

p r o c e e d i n g s b e f o r e t h e O i l C o n s e r v a t i o n D i v i s i o n 

was r e p o r t e d by me; t h a t I caused my n o t e s t o be 

t r a n s c r i b e d under my p e r s o n a l s u p e r v i s i o n ; and 

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

o f t h e p r o c e e d i n g s . 

I FURTHER CERTIFY t h a t I am n o t a 

r e l a t i v e o r employee o f any o f t h e p a r t i e s o r 

a t t o r n e y s i n v o l v e d i n t h i s m a t t e r and t h a t I have 

no p e r s o n a l i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f 

t h i s m a t t e r . 

WITNESS MY HAND AND SEAL Oc t o b e r 9, 

1991 . 
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