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I N D E X 

Page Number 

A p p e a r a n c e s 2 

WITNESSES FOR THE APPLICANT: 

1. CRAIG AMBLER 

E x a m i n a t i o n by Mr. B r u c e 5 

E x a m i n a t i o n by Mr. K e l l a h i n 22 

E x a m i n a t i o n by E x a m i n e r S t o g n e r 30 

E x a m i n a t i o n by Mr. S t o v a l l 28, 32 

C e r t i f i c a t e o f R e p o r t e r 52 

E X H I B I T S 

Page M a r k e d 

E x h i b i t No. 1 12 

E x h i b i t No. 2 14 

E x h i b i t No. 3 15 

E x h i b i t No. 4 18 

E x h i b i t No. 5 20 
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EXAMINER STOGNER: C a l l t h e n e x t case, 

No. 10415 . 

MR. STOVALL: A p p l i c a t i o n of Samuel 

Gary, J r . , & A s s o c i a t e s f o r a 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 , an u n o r t h o d o x s u r f a c e 

o i l w e l l l o c a t i o n , an e x c e p t i o n t o t h e p o o l ' s 

g a s / o i l r a t i o l i m i t a t i o n f a c t o r , s i m u l t a n e o u s 

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

p r o r a t i o n u n i t , Sandoval County, New Mexico. 

EXAMINER STOGNER: C a l l f o r 

appearances. 

MR. BRUCE: Mr. Examiner, I'm Jim Bruce 

f r o m t h e H i n k l e law f i r m i n Albuquerque 

r e p r e s e n t i n g t h e a p p l i c a n t . I have one w i t n e s s 

t o be sworn. 

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

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

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n of t h e 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 Energy 

Development C o r p o r a t i o n . I do n o t have a w i t n e s s 

t o d a y . 

EXAMINER STOGNER: Energy 

Development — 

RODRIGUEZ-VESTAL REPORTING 
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MR. KELLAHIN: C o r p o r a t i o n . 

EXAMINER STOGNER: -- C o r p o r a t i o n . 

Any o t h e r appearances? 

W i l l t h e w i t n e s s , p l e a s e , s t a n d t o be 

sworn a t t h i s t i m e . 

CRAIG AMBLER 

Having been 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. BRUCE: 

Q. Would you, p l e a s e , s t a t e your name f o r 

t h e r e c o r d . 

A. C r a i g Ambler. 

Q. And who are you employed by? 

A. Samuel Gary, J r . , & A s s o c i a t e s , I n c . 

Q. What i s your r e l a t i o n s h i p t o t h e 

a p p l i c a n t ? 

A. Land manager. 

Q. Are you a l s o a p a r t owner? 

A. I p a r t i c i p a t e i n t h e f i r m , yes. 

Q. Okay. Have you p r e v i o u s l y t e s t i f i e d 

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

A. Yes. 

Q. And i n what c a p a c i t y ? 

A. I n a s i m i l a r c a p a c i t y . 

RODRIGUEZ-VESTAL REPORTING 
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Q. Are you a l s o f a m i l i a r w i t h t h e 

o p e r a t i o n s a s p e c t s of Samuel Gary, J r . ? 

A. Yes, I am. 

Q. And as a r e s u l t of t h a t have you become 

f a m i l i a r as an o p e r a t i o n s man w i t h some of t h e 

ge o l o g y and e n g i n e e r i n g m a t t e r s p e r t a i n i n g t o 

t h i s case? 

A. Yes. I'm f u l l y f a m i l i a r w i t h i t . 

Q. And how l o n g have you been i n t h e 

b u s i n e s s , i n t h e o i l and gas b u s i n e s s ? 

A. F i f t e e n y e a r s . 

MR. BRUCE: Mr. Examiner, I don't 

propose t o , o t h e r t h a n as an e x p e r t landman, 

propose t o t e n d e r Mr. Ambler as an e x p e r t 

g e o l o g i s t , a l t h o u g h he w i l l g e t i n t o some of 

t h i s . 

I don't t h i n k t h e r e ' s r e a l l y much 

d i s p u t e about t h e g e o l o g y i n t h i s a r e a . I t ' s 

been gone over i n t h e s e v e r a l h e a r i n g s r e g a r d i n g 

t h e sands of t h e s h a l l o w u n i t . But I would j u s t 

l i k e t o q u a l i f y him as a p r a c t i c a l o p e r a t i o n s 

manager f o r h i s company. 

EXAMINER STOGNER: As f a r as a landman 

s t a t u s , Mr. Bruce, I have no pro b l e m . However, 

t h e r e i s some a s p e c t s h e r e , e s p e c i a l l y t h e 

RODRIGUEZ-VESTAL REPORTING 
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g a s - o i l r a t i o n l i m i t a t i o n f a c t o r e x c e p t i o n t h a t 

i s b e i n g asked f o r , t h a t I q u e s t i o n your w i t n e s s 1 

q u a l i f i c a t i o n s . 

MR. BRUCE: Okay. 

MR. STOVALL: Could you e l a b o r a t e and 

t e l l us a l i t t l e more about what you — how come 

you know a n y t h i n g about i t ? 

THE WITNESS: I p u t i t t o g e t h e r . 

MR. STOVALL: Put i t t o g e t h e r i n what 

way? Do you make e n g i n e e r i n g d e c i s i o n s , 

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

THE WITNESS: We make -- yes, I 

p a r t i c i p a t e i n t h a t d e c i s i o n making. 

MR. STOVALL: How l o n g have you been 

d o i n g t h a t ? 

THE WITNESS: For a i o n g t i m e . 

MR. BRUCE: Would you d e s c r i b e your 

d u t i e s a t t h e company and how l o n g you've been 

t h e r e and what you o v e r s e e , e t c e t e r a . 

THE WITNESS: We are a s m a l l company, 

j u s t Sam and m y s e l f , p l u s a s t a f f of a s s o r t e d 

s u p p o r t p e r s o n n e l . And between t h e two us we 

make a l l t h e d e c i s i o n s r e l a t i v e t o t h e 

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

a c t i v i t i e s of t h e company. 

RODRIGUEZ-VESTAL REPORTING 
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T h i s p r o j e c t has been — was o r i g i n a l l y 

w i t h t h e Gary W i l l i a m s Company some t e n or e l e v e n 

y e a r s ago. And we have t a k e n over t h e o p e r a t i o n 

of i t over t h e p a s t t h r e e y e a r s and have caused 

t o be 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 San 

I s i d r o U n i t . And we're now p r o p o s i n g t h e 

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

MR. STOVALL: I t h i n k , Mr. Examiner, 

w i t h r e s p e c t t o t h e g a s - o i l r a t i o q u e s t i o n , I 

would suggest we w a i t t o see t h e t e s t i m o n y . 

I f i t ' s s i m p l y what has o c c u r r e d and a 

r e p o r t i n g of h i s t o r y , I don't t h i n k we've got a 

pro b l e m w i t h q u a l i f i c a t i o n . I f i t comes t o an 

a n a l y s i s of why or e n g i n e e r i n g c a l c u l a t i o n s , I 

t h i n k we p r o b a b l y need t o l o o k a t i t and see. I 

t h i n k t h a t ' s where we need t o see what t h e t h r u s t 

of t h e t e s t i m o n y i s . 

So as a p r a c t i c a l o p e r a t i o n s p e r s o n , i t 

would be my o p i n i o n he c o u l d p r o b a b l y t e s t i f y as 

t o what has happened. 

MR. BRUCE: Mr. Examiner, t o a l a r g e 

e x t e n t , t h a t i s what he w i l l be t e s t i f y i n g a b o u t . 

MR. STOVALL: He's n o t r e n d e r i n g an 

e n g i n e e r i n g o p i n i o n as such. 

EXAMINER STOGNER: How l o n g do you 

RODRIGUEZ-VESTAL REPORTING 
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propose your t e s t i m o n y w i l l t a k e , Mr. Bruce? 

MR. BRUCE: F i f t e e n m i n u t e s maximum. 

MR. KELLAHIN: Mr. Examiner, may I ask 

a p o i n t o f o r d e r ? 

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

ahead. 

MR. KELLAHIN: I n comparing t h e n o t i c e 

of h e a r i n g and t h e do c k e t w i t h t h e a p p l i c a t i o n 

f i l e d by t h e a p p l i c a n t , I must p r o f e s s some 

c o n f u s i o n , and perhaps Mr. Bruce c o u l d s t a t e 

p r e c i s e l y what h i s c l i e n t seeks t o a c c o m p l i s h 

t oday. 

S p e c i f i c a l l y t h e d o c k e t t a l k s about t h e 

p o s s i b i l i t y of a 597-acre p r o r a t i o n and s p a c i n g 

u n i t s be d e d i c a t e d t o t h e w e l l s . I have 

q u e s t i o n s i f t h a t i s t h e i r i n t e n t i n terms of how 

th e a l l o w a b l e i s a s s i g n e d f o r t h e h o r i z o n t a l 

we 11 . 

MR. BRUCE: Mr. K e l l a h i n , we o n l y seek 

a w e s t - h a l f or e f f e c t i v e w e s t - h a l f u n i t , n o t t h e 

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

MR. KELLAHIN: So i f I l o o k a t t h e 

a p p l i c a t i o n , t h a t c o r r e c t l y s t a t e s what y o u ' r e 

t r y i n g t o do ? 

MR. BRUCE: Yes, s i r . 

RODRIGUEZ-VESTAL REPORTING 
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MR. KELLAHIN: And t h e g a s - o i l r a t i o of 

1,000 t o 1 i s som e t h i n g you s t i l l seek t o do? 

MR. BRUCE: Yes. 

EXAMINER STOGNER: Okay. So t h e 

n o n s t a n d a r d p r o r a t i o n u n i t , o t h e r t h a n t h e west 

h a l f , i s no l o n g e r a p o i n t o f i s s u e ? 

MR. BRUCE: C o r r e c t . 

MR. KELLAHIN: What i s t h e r e q u e s t e d 

a l l o w a b l e l e v e l f o r t h e h o r i z o n t a l w e l l i n the 

west h a l f ? 

MR. BRUCE: I t would j u s t be whatever 

the s t a n d a r d i s f o r t h a t p o o l , 320-acre u n i t , 

about 4500 f e e t . 

MR. KELLAHIN: I t ' s based upon t h e 

s t a t e w i d e d e p t h b r a c k e t o i l a l l o w a b l e f o r 320 

spac ing? 

MR. BRUCE: Yes, s i r . 

MR. KELLAHIN: Okay. Thank you. 

EXAMINER STOGNER: And t h a t was under 

s p e c i a l r u l e s ; i s t h a t r i g h t , Mr. Bruce? 

MR. BRUCE: Yes, t h e Rio Puerco-Mancos 

o i l p o o l . 

EXAMINER STOGNER: I t ' s based on 320? 

MR. BRUCE: Yes, s i r . 

EXAMINER STOGNER: So t h e r e w i l l be no 
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a d d i t i o n a l — 

MR. BRUCE: We are not a s k i n g f o r an 

i n c r e a s e d a l l o w a b l e . 

EXAMINER STOGNER: Thank you, Mr. 

K e l l a h i n . 

Are t h e r e any o t h e r p o i n t s of o r d e r a t 

t h i s p o i n t b e f o r e we c o n t i n u e on? 

I n t h a t case, Mr. Bruce, why don't you 

go ahead and p r o c e e d , and w e ' l l t a k e i t f r o m 

t h e r e . 

Q. (BY MR. BRUCE) Mr. Ambler, we've 

a l r e a d y m e n t i o n e d t h a t we are d e s i g n a t i n g a west 

h a l f u n i t of S e c t i o n 4 f o r t h i s w e l l . What about 

t h e s u r f a c e l o c a t i o n of t h e w e l l ? What are you 

r e q u e s t ing? 

A. We are r e q u e s t i n g t h e s u r f a c e l o c a t i o n 

w o uld a c t u a l l y be p h y s i c a l l y , as an e x c e p t i o n 

l o c a t i o n , be l o c a t e d 330 f e e t from t h e s o u t h l i n e 

and 1600 f e e t f r o m t h e west l i n e . 

Q. 1650? 

A. Yes. 

Q. The h o r i z o n t a l w e l l b o r e i t s e l f w ould 

f i t w i t h i n t h e normal s e t b a c k r e q u i r e m e n t s f o r 

t h i s p o o l , would i t n o t ? 

A. Yes, i t wou1d. 

RODRIGUEZ-VESTAL REPORTING 
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Q. You are a l s o r e q u e s t i n g a GOR of 1,000 

t o 1. What i s t h e s t a n d a r d f o r t h i s p o o l ? 

A. 500 t o 1 . 

Q. Now, you are a l s o -- w e l l , l e t ' s move 

on t o E x h i b i t 1, and would you d e s c r i b e t h a t f o r 

the Examiner. 

A. E x h i b i t No. 1 i s a l a n d p l a t showing 

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

a r e a . The main h i g h l i g h t o f t h e p l a t w o uld be, 

of c o u r s e , our l o c a t i o n i s S e c t i o n 4 r e l a t i v e t o 

i t s l o c a t i o n t o t h e San I s i d r o U n i t l o c a t e d t o 

the west. 

I t h i n k you can see from t h e map, t h e 

l o c a t i o n , t h e o r i e n t a t i o n of our w e l l , w h i c h 

we're c a l l i n g t h e Orquidea 4-1H, and t h e r e l a t i v e 

sands t o t h e two w e l l s w h i c h were d r i l l e d i n t h e 

San I s i d r o U n i t , b e i n g t h e Johnson 7-3 w e l l and 

th e San I s i d r o 12-10 w e l l . 

Q. Over t o t h e west? 

A. Over t o t h e west. 

Q. Okay. Now, t h e r e ' s a l s o j u s t t o t h e 

n o r t h of your proposed s u r f a c e l o c a t i o n , t h e r e i s 

a d o t . What i s t h a t w e l l ? 

A. That i s t h e 4-14 Johnson w e l l , w h i c h i s 

c u r r e n t l y s h u t - i n and i n f a c t has been s h u t - i n 
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s i n c e about 1984. 

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

A. South h a l f of S e c t i o n 4. 

Q. What p r o p o s a l do you make r e g a r d i n g t h e 

s i m u l t a n e o u s d e d i c a t i o n ? 

A. What we would propose i s t o l e a v e t h e 

Johnson 4-14 w e l l s h u t - i n and t h a t i t w ould not 

be produced from t h e Mancos a t any t i m e w h i l e our 

proposed new w e l l was b e i n g produced. I n o t h e r 

words, we would o n l y produce one w e l l f r o m t h e 

Mancos f o r m a t i o n . 

Q. Okay. Why do you n o t want t o 

p e r m a n e n t l y p l u g and abandon i t a t t h i s time? 

A. W e l l , t h e w e l l has p o t e n t i a l f u t u r e 

v a l u e f o r us as an i n j e c t i o n w e l l . Up t o t h i s 

p o i n t -- t h i s i s g e t t i n g ahead of o u r s e l v e s a 

l i t t l e b i t -- but t h e gas i n t h e e n t i r e area i s 

f l a r e d . 

There's n o t a gas ma r k e t , or i n f a c t 

t h e r e ' s n o t even a gas l i n e i n economic p r o x i m i t y 

t o any o f t h e w e l l s o ut h e r e . There's been a 

g r e a t d e a l of d i s c u s s i o n , i n f a c t t e s t i m o n y over 

t h e y e a r s , as t o t h e adequacy or t h e need f o r 

r e i n j e c t i n g t h e gas i n t o t h e Mancos f o r t e r t i a r y 

r e c o v e r y . 
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At t h i s t i m e we've been a b l e t o — 

u n a b l e t o j u s t i f y t h a t ; however, a t some p o i n t i n 

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

n e c e s s a r y or d e s i r a b l e , t h e n t h a t would be a 

w e l l b o r e w h i c h c o u l d be u t i l i z e d f o r t h a t 

p u r p o s e . 

Q. Okay. Wouid you i d e n t i f y E x h i b i t 2 f o r 

t h e Examiner. 

A. E x h i b i t 2 i s an a f f i d a v i t r e g a r d i n g 

n o t i c e t o t h e o f f s e t owners, w h i c h has been 

s i g n e d by m y s e l f , i n c l u d i n g a l i s t o f t h e 

addresses and t h e names of t h e o f f s e t owners. 

And t h e t o p of t h e l e t t e r was sent t o each one. 

Q. Now, l o o k i n g a t E x h i b i t 1, t h e r e ' s a 

San I s i d r o U n i t t o t h e n o r t h and t o t h e west. 

Who i s t h e o p e r a t o r of t h a t w e l l ? 

A. O r i g i n a l l y t h e o p e r a t o r was Samuel 

Gary, J r . , & A s s o c i a t e s , I n c . And p u r s u a n t t o a 

f a r m - o u t agreement t h a t we had made w i t h V e t e r a n 

E x p l o r a t i o n , we have t u r n e d over t h e o p e r a t i o n s 

t o V e t e r a n E x p l o r a t i o n . 

Q. I t l o o k s l i k e most of t h e o t h e r o f f s e t s 

t o S e c t i o n 4 are -- oh, t h e r e ' s one on t h i s 

f ede r a l t r a c t ? 

A. There i s an u n l e a s e d f e d e r a l , yes. 
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Q. But o t h e r t h a n t h a t i t ' s Gary W i l l i a m s 

O i l P r o d u c e r ; i s t h a t c o r r e c t ? 

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

Q. What i s t h e r e l a t i o n s h i p of Samuel 

Gary, J r . , t o Gary W i l l i a m s O i l Producer? 

A. Samuel Gary, J r . , i s t h e a t t o r n e y i n 

f a c t f o r Gary W i l l i a m s O i l Producer and o p e r a t e s 

a l l of t h e i r p r o p e r t i e s i n New Mexico. 

Q. But on E x h i b i t 2 you n o t i f i e d a number 

of p e o p l e . Who are th o s e people? 

A. Those a re p a r t i a l i n t e r e s t owners w i t h 

Gary W i l l i a m s O i l Producer i n t h e s u r r o u n d i n g 

sec t i o n s . 

Q. So b e s i d e s t h e o p e r a t o r s , you a l s o 

n o t i f i e d w o r k i n g i n t e r e s t owners? 

A. Yes, a l l t h e w o r k i n g i n t e r e s t owners. 

Q. Why don't you move on t o E x h i b i t 3 and 

d e s c r i b e t h e reason t h a t you seek t o d r i l l t h e 

n o r t h - s o u t h w e l l and i n f a c t have t h e stan d - u p 

un i t . 

A. E x h i b i t 3 i s a s e i s m i c a l l y - g e n e r a t e d 

t i m e map. I t ' s a t i m e - s t r u c t u r e map b u i l t on t o p 

of t h e G a l l u p B f o r m a t i o n , w h i c h i s i n t h e m i d d l e 

of t h e G a l l u p s e c t i o n w h i c h we have i d e n t i f i e d as 

a t a r g e t e x c e p t i o n t h a t w e ' l l be d r i l l i n g 
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h o r i z o n t a l l y i n . 

I t ' s a r e g i o n a l map. We've gone t o 

t h i s l e v e l t o k i n d of e x p l a i n t h e o v e r a l l g e o l o g y 

r e l a t i v e t o t h e San I s i d r o U n i t t o t h e west. 

A l t h o u g h t h e u n i t o u t l i n e i s n ' t i n h e r e , maybe i f 

you r e f e r back t o your l a n d p l a t a t t h e same 

t i m e , you can p i c t u r e where t h e u n i t o u t l i n e i s . 

T h i s map was a c t u a l l y b u i l t p r i o r t o 

the d r i l l i n g of t h e two most r e c e n t V e t e r a n w e l l s 

w i t h i n t h e u n i t . And I s h o u l d p o i n t o ut t h a t t h e 

most r e c e n t w e l l was d r i l l e d i n S e c t i o n 7. 

That ' s t h e Johnson 7-3 w e l l , a c t u a l l y d r i l l e d 

a c r o s s t h e s e c t i o n l i n e i n t o S e c t i o n 6. And we 

i n t e n d t o s t a y on t h i s same f a u l t t r e n d t h a t t h e 

s u c c e s s f u l h o r i z o n t a l w e i l s have been d r i l l e d on 

i n t h i s a r e a . 

The s t r u c t u r e map, i f you l o o k a t i t 

c o n c e p t u a l l y , what we're t r y i n g t o show here i s 

t h a t down t o t h e b a s i n t o t h e n o r t h w e s t , and we 

have a l a r g e basement f a u l t t h a t we b e l i e v e i s 

s e t t i n g up t h i s s t r u c t u r a l c o n f i g u r a t i o n t o where 

we go from r e l a t i v e l y f l a t - s l o p i n g beds t o 

s t e e p e r - d i p p i n g beds and t h e n back f l a t a g a i n , 

back as you head i n t o t h e b a s i n back up t o t h e 

nor thwes t . 
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And t h e i d e a i s t h a t t h a t s l o p e change 

causes a s e r i e s of L i s t r i c normal f a u l t s , w h i c h 

are r e f e r r e d t o i n t h e n o m e n c l a t u r e on t h e 

n o r t h e a s t s i d e of t h e map, wh i c h are r e l i e f 

f a u l t s as t h i s causes a drape f o l d over t h i s o l d 

basement f e a t u r e . 

And t h e s e r e l i e f f a u l t s , we b e l i e v e , 

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

o r i e n t a t i o n t o where we would l i k e t o o r i e n t or 

d i r e c t our w e l l g o i n g , d r i l l i n g down-dip t o t h e 

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

changes. 

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

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

Q. I s t h a t what V e t e r a n has done on i t s 

s u c c e s s f u l w e l l s i n t h e u n i t ? 

A. V e t e r a n has done t h a t on t h r e e of t h e i r 

w e l l s . The f o u r t h w e l l , w h i c h a l s o i s not shown 

on t h i s map. I f you l o o k i n Township 20 N o r t h , 3 

West, S e c t i o n 15, t h e y r e e n t e r e d what i s r e f e r r e d 

t o as t h e San I s i d r o 15-7 w e l l and d r i l l e d i t 

l a t e r a l t o t h e f a u l t system. And t h e y d r i l l e d i t 

a c t u a l l y t o t h e sou t h w e s t and t r i e d t o d r i l l 

p a r a l l e l t o t h e f a u l t s . 

And t h e y made a c o m p l e t i o n t h e r e , b ut 
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i t ' s n o t an economic c o m p l e t i o n a t t h i s t i m e . 

Q. I t ' s n o t as good as t h e w e l l s t h a t were 

d r i l l e d f r o m t h e n o r t h - n o r t h w e s t ? 

A. That were d r i l l e d p e r p e n d i c u l a r t o t h e 

f a u l t system, t h a t ' s c o r r e c t . 

Q. And i s t h i s b a s i c a l l y t h e same g e o l o g y 

t h a t was p r e s e n t e d by Samuel Gary, J r . , i n cases 

10099 and 10100? 

A. Yes, i t i s . 

Q. Would you, p l e a s e , move on t o E x h i b i t 4 

and j u s t b r i e f l y d i s c u s s t h e c o n t e n t s of t h a t 

e x h i b i t . 

A. E x h i b i t 4 i s our d r i l l i n g p r o g n o s i s f o r 

th e manner i n wh i c h we propose t o d r i l l t h e 

w e l l . As s t a t e d b e f o r e , you may want t o r e f e r 

back t o t h e p l a t w h i c h i s t h e t h i r d page back. I 

t h i n k you can get a f e e l f o r t h e p i c t u r e of why 

we've got our s u r f a c e l o c a t i o n 330 f e e t f r o m t h e 

s o u t h l i n e , 1600 f e e t f r o m t h e west l i n e . 

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

s u r f a c e down t o t h e t o p of t h e Mancos f o r m a t i o n . 

We a n t i c i p a t e e n t e r i n g t h e t o p of t h e Mancos A a t 

a l e g a l l o c a t i o n , a l t h o u g h I c a n ' t t e l l you t h e 

e x a c t o f f s e t , b u t we're l o o k i n g f o r about between 

450 and 500 f e e t of b u i l d t o get t o our t a r g e t 
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e n t r y p o i n t , w h i c h would put us around 800 f e e t 

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

l o c a t i o n . 

And t h e n we want t o d r i l l a d i r e c t i o n 

n o r t h , 1 2 - a n d - a - h a l f degrees west t o t h e end 

p o i n t . At t h i s t i m e we're a n t i c i p a t i n g 

a p p r o x i m a t e l y 3800 f e e t of l a t e r a l , a l t h o u g h i f 

o i l f l o w s are e n t e r e d or any o t h e r m e c h a n i c a l 

d i f f i c u l t i e s , we would n o t d r i l l t h e e n t i r e 

l e n g t h of t h a t t h a t we've got proposed on t h i s 

p l a t . 

Q. I s t h i s p l a n s i m i l a r or v i r t u a l l y 

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

w e l l s i n t h e San I s i d r o U n i t ? 

A. Yes, i t i s . 

Q. W e l l , l e t ' s move on t o your p r o p o s a l 

f o r an i n c r e a s e d GOR. Could you e x p l a i n t h e 

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

A. Yes. As I s t a t e d e a r l i e r i n my 

t e s t i m o n y , t h e r e ' s n o t c u r r e n t l y a gas p i p e l i n e 

c o n n e c t i n g any of t h e w e l l s on t h i s map. There's 

been some 40 o i l w e l l s d r i l l e d o u t h e r e , and i t ' s 

never been an economic v e n t u r e t o b r i n g i n a gas 

l i n e . 

The l i n e r u n s -- i t ' s n o t on h e r e — b ut 
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i t runs t o t h e n o r t h a p p r o x i m a t e l y s i x m i l e s from 

our l o c a t i o n a l o n g t h e main c o u n t y r o a d t h a t goes 

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

th e c o s t -- you'd be l o o k i n g a t comp r e s s i n g two 

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

t h a t l i n e exceeds t h e v a l u e of t h e gas t h a t has 

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

And a t t h i s t i m e we would l i k e t o 

proc e e d w i t h t h e same r u l i n g t h a t was g r a n t e d i n 

t h e San I s i d r o U n i t , w h i c h I b e l i e v e was an 

i n c r e a s e d GOR of 1,000 t o 1. 

Q. Do you know what V e t e r a n i s d o i n g w i t h 

t h e gas fr o m i t s w e l l s i n t h e u n i t ? 

A. V e t e r a n i s c o n t i n u i n g t o f l a r e t h e gas, 

a l t h o u g h a t t h i s t i m e t h e y a r e l o o k i n g a t perhaps 

p u t t i n g i n a s m a l l g a t h e r i n g system and s t r i p p i n g 

some of t h e l i q u i d s o f f of some of t h e w e l l s t h a t 

have a l i t t l e h i g h e r B tu c o n t e n t . 

Q. F i n a l l y , wouid you move on t o E x h i b i t 5 

and d i s c u s s i t f o r t h e Examiner. 

A. E x h i b i t 5 i s s u b m i t t e d as a r e f e r e n c e 

p o i n t t o g i v e you an i d e a of the zones t h a t we're 

i d e n t i f y i n g i n our d r i l l i n g program. T h i s i s an 

e l e c t r i c l o g from t h e 4-14 w e l l . And you can see 

th e sub-sea i n t e r v a l s f o r t h e A, B, and C marker 
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of t h e Mancos f o r m a t i o n . 

At t h i s t i m e we are p r o p o s i n g t o d r i l l 

a h i g h - a n g l e w e l l a t 83 degrees a c r o s s a l l of 

the s e markers, t h e A, B, C, and i n f a c t t h e D 

marker, w h i c h i s not shown on t h i s . And t h e 

purpose of t h a t i s t o s i m p l y i n t e r s e c t what we 

hope are good, p r o d u c i n g f r a c t u r e d i n t e r v a l s . 

At t h i s t i m e i t ' s d i f f i c u l t f o r us t o 

examine or e v a l u a t e w h i c h of t h e Mancos zones has 

c o n t r i b u t e d i n t h i s area any more p r o l i f i c a l l y 

t h a n any o t h e r zone. So t h a t ' s why we've 

proposed t o d r i l l a c r o s s and t e s t a l l of them. 

Q. I n your o p i n i o n i s t h e g r a n t i n g of t h i s 

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

the p r e v e n t i o n of waste? 

A. Yes, i t i s . 

Q. And were E x h i b i t s 1 t h r o u g h 5 p r e p a r e d 

by you, under your d i r e c t i o n , or c o m p i l e d from 

company r e c o r d s ? 

A. Yes, t h e y were. 

MR. BRUCE: Mr. Examiner, a t t h i s t i m e 

I move t h e a d m i s s i o n of E x h i b i t s 1 t h r o u g h 5. 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 5 

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 . 

MR. KELLAHIN: Mr. Examiner, I have 

RODRIGUEZ-VESTAL REPORTING 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

2 4 

2 5 

2 2 

some q u e s t i o n s . 

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

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Ambler, as a landman, can you 

summarize f o r me t h e t r a c t c o n f i g u r a t i o n s i n 

Sect i o n 4? 

A. Yes. The s o u t h h a l f of S e c t i o n 4 i s 

d e d i c a t e d t o t h e 4-14 w e l l , as I have p r e v i o u s l y 

t e s t i f i e d . And t h e n o r t h h a l f of S e c t i o n 4 i s 

not d e d i c a t e d t o t h e w e l l . The o w n e r s h i p between 

th e two t r a c t s , t h e n o r t h h a l f and t h e s o u t h 

h a l f , i s d i f f e r e n t . 

Q. Can you summarize f o r us what Energy 

Development C o r p o r a t i o n ' s i n t e r e s t i s i n t h i s 

sec t ion? 

A. I n t h e s o u t h h a l f t h e y own 

a p p r o x i m a t e l y 1.8 p e r c e n t w o r k i n g i n t e r e s t , and 

i n t h e n o r t h h a l f t h e y owned a p p r o x i m a t e l y 5.6 

p e r c e n t . 

Q. I n t h e e x i s t i n g v e r t i c a l w e l l i n t h e 

sout h w e s t q u a r t e r , what i s t h e c u r r e n t s t a t u s of 

t h a t w e l l ? 

A. I t ' s s h u t - i n . 

Q. Has i t been p e r f o r a t e d i n t h e Mancos? 
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A. I t i s openhole c o m p l e t i o n . 

Q. I n t h e Mancos? 

A. Yes . 

Q. D i d you ever o b t a i n p r o d u c t i o n o ut of 

th e Mancos i n t h e v e r t i c a l w e l l ? 

A. Yes. 

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

number f o r t h a t w e l l ? 

A. Yes, t h e r e i s . I t ' s l e s s t h a n 10,000 

b a r r e l s , i n t h e b a l l p a r k . 

Q. Yes, i f you p l e a s e . The c u r r e n t s t a t u s 

of t h e w e l l i s what? 

A. Shut - i n . 

Q. Why i s i t s h u t - i n ? 

A. The w e l l i s non-economic t o produce. 

Q. What i s the p l a n t h e n f o r t h e 

h o r i z o n t a l w e l l ? Can i t be c h a r a c t e r i z e d as a 

re p l a c e m e n t w e l l f o r t h e v e r t i c a l w e l l i n t h e 

Mancos f o r m a t i o n ? 

A. I ' d ha t e t o c a l l i t a r e p l a c e m e n t 

w e l l . I t h i n k we're l o o k i n g a t e n h a n c i n g t h e 

p r o d u c t i o n f r o m t h i s area fro m t h a t s e c t i o n . 

Q. D e s c r i b e f o r me how you would a l l o c a t e 

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

w e s t - h a l f owners v e r s u s t h e p r o d u c t i o n i n t h e 
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v e r t i c a l w e l l w i t h t h e s o u t h - h a l f owners. What's 

your p l a n ? 

A. Our p l a n i s t o l e a v e t h e s o u t h - h a l f 

w e l l c o n t i n u e d t o be s h u t - i n . And t h e a l l o c a t i o n 

w ould be amongst t h e w o r k i n g i n t e r e s t owners who 

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

the west h a l f . 

Q. For t h e h o r i z o n t a l p r o d u c t i o n ? 

A. For t h e h o r i z o n t a l p r o d u c t i o n . There 

would be no a l l o c a t i o n f r o m t h e v e r t i c a l w e l l 

because i t would not be produced. 

Q. Okay. I see from E x h i b i t 4 you have a 

d r i l l i n g p l a n . Can you go ahead and d e s c r i b e f o r 

us t h e c o m p l e t i o n p l a n . 

A. The c o m p l e t i o n p l a n a t t h i s t i m e i s t o 

d r i l l -- f i r s t of a l l , l e t me e x p l a i n t h e 

d r i l l i n g p l a n , and t h a t i s t o d r i l l down t o t h e 

t o p of t h e Mancos, s e t n i n e - a n d - f i v e - e i g h t h s - i n c h 

c a s i n g and d r i l l o u t w i t h a foam a i r m i s t , w h i c h 

i s t h e t e c h n i q u e w h i c h has been used i n t h e 

f i e l d . 

And t h e c u r r e n t c o m p l e t i o n p l a n w ould 

be t o a r u n a s l o t t e d l i n e r a l l t h e way t o t h e 

end o f t h e h o l e , a l t h o u g h f r a n k l y w i t h some new 

i n f o r m a t i o n we've g a t h e r e d i n o t h e r a r e a s , i f 
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h o l e c o n d i t i o n s p e r m i t , we would p o t e n t i a l l y 

o penhole complete i t . 

Q. Upon what o t h e r i n f o r m a t i o n g a t h e r e d 

f r o m o t h e r areas do you base t h a t p r o g n o s i s on? 

A. The p o t e n t i a l f o r f r a c ' g i n t h e f u t u r e 

has had h i g h e r success i n openhole t h a n s l o t t e d 

1 i n e r s . 

Q. Have you y e t c o n s o l i d a t e d on a 

v o l u n t a r y b a s i s 100 p e r c e n t of t h e w o r k i n g 

i n t e r e s t o w n e r s h i p i n t h e west h a l f of t h e 

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

A. 100 p e r c e n t o f t h e w o r k i n g i n t e r e s t s i n 

the west h a l f are co v e r e d under an o p e r a t i n g 

agreement. The o p e r a t i n g agreement c o v e r s t h e 

e n t i r e t y of S e c t i o n 4. 

I n terms o f have we asked f o r or 

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

d r i l l i n g of t h i s w e l l f r o m a l l of t h e owners 

under t h e o p e r a t i n g agreement, no. And t h e 

reason f o r t h a t i s we f i r s t wanted t o come t o 

t h i s h e a r i n g and get a p p r o v a l t o d r i l l i t . And, 

i n f a c t , we're s t i l l w a i t i n g on p e r m i t t i n g f r o m 

th e BLM. We're w a i t i n g on an a r c h e o l o g i c a l 

permi t . 

So u n t i l t h o s e t h i n g s are i n p l a c e , you 
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have a 30-day t i m e p e r i o d i n w h i c h t o d r i l l t h e 

w e l l a f t e r i t ' s been proposed. And u n t i l we have 

a l l our p e r m i t s i n p l a c e and we're ready t o go, 

we're r e a l l y n o t i n a p o s i t i o n t o propose t h e 

d r i l l i n g of t h e w e l l . 

Q. Your 30-day p e r i o d i s t r i g g e r e d by t h e 

o p e r a t i n g agreement i n S e c t i o n 4? 

A. Yes. 

Q. Let me ask you some q u e s t i o n s about t h e 

g a s - o i l r a t i o . You s a i d t h a t t h e -- I f o r g o t t h e 

name of t h e o p e r a t o r . 

A. V e t e r a n E x p l o r a t i o n . 

Q. V e t e r a n E x p l o r a t i o n i n t h i s p o o l has 

o b t a i n e d an i n c r e a s e i n t h e g a s - o i l r a t i o f o r 

the i r we l i s ? 

A. Yes. 

Q. From 500 t o 1,000? 

A. Yes . 

Q. Have you r e v i e w e d t h o s e cases t h a t t h e y 

p r e s e n t e d ? 

A. I was p r e s e n t a t , I b e l i e v e , two of 

them . 

Q. Do you r e c a l l whether or not tho s e 

cases c o n t a i n e d e n g i n e e r i n g t e s t i m o n y or r e p o r t s 

t o d e t e r m i n e whether or n o t t h e r e i s a waste of 
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r e s e r v o i r energy — 

A. Yes. 

Q. -- by i n c r e a s i n g t h e g a s - o i l r a t i o f r o m 

500 t o 1 , 000? 

A. We had a c e r t i f i e d e n g i n e e r p r e s e n t a t 

t h e i n i t i a l h e a r i n g , and he gave h i s t e s t i m o n y 

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

Q. And your p l a n t h e n would be t o f o l l o w 

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

th e o t h e r o p e r a t o r ? 

A. Yes . 

Q. They c o n t i n u e t o f l a r e t h e gas t h a t 

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

A. Yes. 

Q. So t h e y have w e l l s t h a t a r e a c t u a l l y i n 

produc t ion? 

A. Yes. And I might p o i n t o ut t h a t EDC i s 

a p a r t n e r i n a t l e a s t one of th o s e w e l l s . 

MR. KELLAHIN: Okay. Thank you, Mr. 

Examiner. 

EXAMINER STOGNER: Thank you, Mr. 

K e l l a h i n . 

MR. STOVALL: Mr. Bruce, b e f o r e we g e t 

s t a r t e d here -- w e l l , l e t me ask t h e w i t n e s s a 

que s t i o n . 
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EXAMINATION 

BY MR. STOVALL: 

Q. The s t r u c t u r e map. E x h i b i t 3, i t s a y s 

i n t e r p r e t a t i o n was by R. R. Ray. Who i s R. R. 

Ray? 

A. Randy Ray i s a c o n s u l t i n g g e o p h y s i c i s t 

Q. Okay. So what y o u ' v e t e s t i f i e d t o 

t o d a y i s r e a l l y h i s -- w h a t he has a d v i s e d y o u r 

company as f a r as t h e g e o l o g i c ? 

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

MR. STOVALL: Mr. B r u c e , I'm g o i n g t o 

recommend -- t e c h n i c a l l y t h a t e v i d e n c e i s p r e t t y 

weak b e c a u s e o f t h e l a c k o f g e o l o g i c 

q u a l i f i c a t i o n , b u t y o u do have a r e c o r d i n t h e 

o t h e r c a s e s . I b e l i e v e y o u wer e c o u n s e l f o r 

V e t e r a n s and Sam Ga r y . 

MR. BRUCE: What I ' d l i k e t o do i f 

n e c e s s a r y , Mr. S t o v a l l , w o u l d be t o r e f e r t o o r 

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

Cases 10099, 10100 and 10332, w h i c h was -- t h a t 

l a s t c a se was t h e one t h a t amended t h e s p e c i a l 

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

MR. STOVALL: T h a t was t h e 7-3 c a s e ; i 

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

MR. BRUCE: Yes, s i r . 
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MR. KELLAHIN: Excuse me, Mr. Bruce. 

Please do t h e numbers a g a i n . 

MR. BRUCE: 10099, 10100, and 10332. 

MR. STOVALL: J u s t f o r i n f o r m a t i o n and 

f o r t h e r e c o r d , I p e r s o n a l l y remember t h e b a s i c 

t h r u s t of th o s e cases. And i t was t a l k e d a b o u t , 

t h i s f l e c t i o n l i n e , and t h e reasons f o r g o i n g 

a c r o s s i t . 

Let me make sure I have one t h i n g t h a t 

I a l s o remember from t h o s e cases, Mr. Bruce. 

There i s some q u e s t i o n about t h e b o u n d a r i e s of 

th e u n i t . Are the s e t h e a c c u r a t e b o u n d a r i e s as 

r e f l e c t e d on here? 

THE WITNESS: Yes. 

MR. BRUCE: U n f o r t u n a t e l y , I have 

p e r s o n a l knowledge of t h a t . And yes, t h o s e a re 

th e c o r r e c t b o u n d a r i e s of t h e p o o l . They have 

no t been changed t o date f r o m t h e p r i o r 

hear i n g s . 

MR. STOVALL: Mr. Examiner, upon Mr. 

Bruce's r e q u e s t , I t h i n k t h a t t h e r e i s e v i d e n c e 

s u b m i t t e d by t e c h n i c a l l y q u a l i f i e d w i t n e s s e s 

w h i c h would c o r r o b o r a t e t h e t e s t i m o n y t o d a y , and 

I would recommend t h a t we go ahead and 

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

RODRIGUEZ-VESTAL REPORTING 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

19 

20 

21 

2 2 

2 3 

24 

2 5 

30 

EXAMINER STOGNER: I'm g o i n g t o 

i n c o r p o r a t e t h o s e t h r e e cases, b e i n g 10099, 

10100, and 10332 a t t h i s t i m e and make i t a p a r t 

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

I f I remember r i g h t , t h i s E x h i b i t 3, i t 

was a c t u a l l y i n t r o d u c e d as an e x h i b i t i n one of 

the p r e v i o u s cases, was i t n o t ? 

MR. BRUCE: Something s i m i l a r t o i t . I 

don't know i f i t was t h a t e x h i b i t . 

EXAMINER STOGNER: Was i t p r e p a r e d by 

th e same i n d i v i d u a l ? 

MR. STOVALL: I t h i n k w e ' l l have t o 

l o o k . I t h i n k t h e r e c o r d w i l l speak f o r i t s e l f 

on t h a t . 

MR. BRUCE: I can f i n d o ut p r e t t y 

q u i c k . I don't have t h a t one w i t h me r i g h t 

t oday. 

MR. STOVALL: I don't t h i n k we need an 

answer from t h e w i t n e s s s i n c e t h o s e r e c o r d s a r e 

i n c o r p o r a t e d . 

EXAMINER STOGNER: L e t ' s go o f f t h e 

r e c o r d f o r j u s t a l i t t l e b i t . 

(A d i s c u s s i o n was h e l d o f f t h e r e c o r d . ) 

EXAMINATION 

BY EXAMINER STOGNER: 
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Q. O b v i o u s l y you have p e r s o n a l knowledge 

of t h e p r e v i o u s l y - d r i l l e d h o r i z o n t a l w e l l s over 

i n t h e u n i t , t h e San I s i d r o U n i t . Have any of 

thos e w e l l s , t h e p r o d u c t i o n , has t h e GOR gone 

over 500 Mcf? 

A. The p r o d u c t i o n f r o m t h e most r e c e n t 7 

w e l l , I b e l i e v e , i s over 500, yes. 

Q. How about t h e 12-10? 

A. The 12-10 has been under 500 so f a r . 

Q. As f a r as t h e 7-3, how l o n g has t h a t 

w e l l been p r o d u c i n g ? 

A. Since September o f 9 1 . 

MR. BRUCE: I t was co m p l e t e d on 

September 1 0 . 

EXAMINER STOGNER: September 10. 

Q. (BY EXAMINER STOGNER) So t h e r e ' s 

r e a l l y n o t t h a t much p r o d u c t i o n h i s t o r y t o da t e 

Are we s e e i n g t h a t GOR go down --

A . No . 

Q. -- a t a f a s t r a t e or r i s e ? 

A. I t ' s been r e l a t i v e l y c o n s t a n t so f a r . 

Q. At between 5 and 1,000 somewhere? 

A. We 11, yeah. 

Q. How about t h e p r o d u c t i o n h i s t o r y on 

t h i s h o r i z o n t a l w e l l compared t o t h e v e r t i c a l 
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w e l l s i n t h e r e as f a r as t h e GOR goes, have t h e r e 

been some of t h e v e r t i c a l w e l l s t h a t have 

produced over 500? 

A. Yes. 

Q. Did t h e y go down s l o w l y or -- w e l l , of 

c o u r s e , t h e y had a l i m i t on them and you c o u l d n ' t 

go over t h a t . 

A. R i g h t . The GOR -- t h e v e r t i c a l w e l l s 

t h a t have GOR over t h e l i m i t have been s h u t - i n . 

And s e v e r a l of t h e w e l l s — or s u b s t a n t i a l l y 

over -- and t h e y have been s h u t - i n f o r y e a r s 

because of t h a t . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

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

as f a r as c l a s s i f y i n g a w e l l as an o i l w e l l or a 

gas we 11? 

A. Yes. 

Q. I t ' s d i f f e r e n t f o r t h e s t a t e . I t ' s not 

s i m p l y a GOR — 

A. Yes. 

Q. -- L i m i t a t i o n ; i s t h a t c o r r e c t ? 

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

Q. Because t h e r e i s no g a t h e r i n g system i n 

th e area t o produce t h e gas i n t o a l i n e , has 
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t h e r e been any pr o b l e m w i t h t h e BLM as f a r as t h e 

f l a r i n g of gas from what we might c a l l o i l w e l l s 

but t h e y c a l l gas w e l l s ? 

A. They've g r a n t e d an e x e m p t i o n , and i t 

r a n up u n t i l December 1 -- was my l a s t knowledge 

of t h e c u r r e n t e x e m p t i o n t h a t t h e y ' v e had. I t 

was my u n d e r s t a n d i n g t h e y were g o i n g t o g r a n t 

a n o t h e r s i x months' ex e m p t i o n f r o m t h e e n t i r e t y 

of t h e u n i t . 

Q. Are t h e y c l a s s i f y i n g t hose as o i l w e l l s 

out t h e r e ? 

A. Yes. 

MR. STOVALL: Mr. Bruce, you see, we 

have a pr o b l e m w i t h t h e GOR r e q u e s t i n t h i s case 

because w i t h i n t h e u n i t t h e r e i s one c o r r e l a t i v e 

r a t e s i t u a t i o n . We've been t h r o u g h t h i s 

d i s c u s s i o n many t i m e s b e f o r e . We are o u t s i d e t h e 

un i t . 

And t h e r e may be some more t e c h n i c a l 

i s s u e s as t o t h e impact of a h i g h e r GOR. I'm 

no t s u r e how s t r o n g l y you f e e l , i f you would l i k e 

t o l e a v e t h e case open and t r y t o address t h o s e 

or 

MR. BRUCE: Let me d i s c u s s i t w i t h my 

w i t n e s s , and I w i l l g i v e you a l e t t e r by e a r l y 
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n e x t week on whether we w i s h t o d i s m i s s t h a t 

p o r t i o n of t h e case or w i s h t o p r e s e n t a d d i t i o n a l 

t e s t imony. 

THE WITNESS: I ' d l i k e t o speak t o 

t h a t . I ' v e always f o u n d i t d i f f i c u l t t o t e s t i f y 

b e f o r e t h i s Commission f o r a GOR e x c e p t i o n p r i o r 

t o d r i l l i n g a w e l l . I f i n d t h a t I l i k e t o d r i l l 

t h e w e l l f i r s t and f i n d out what our 

c i r c u m s t a n c e s a r e . 

MR. STOVALL: I n o t h e r words, i s t h i s 

g o i n g t o be a h i g h GOR w e l l ? 

THE WITNESS: E x a c t l y . 

MR. STOVALL: I f i t ' s n o t , t h e r e ' s no 

p o i n t i n --

THE WITNESS: E x a c t l y . 

MR. STOVALL: Which would mean you 

woul d have t o d i s m i s s i t so you c o u l d g e t an 

o r d e r so you c o u l d d r i l l a w e l l and t h e n f i l e t h e 

GOR change? 

MR. BRUCE: Tha t ' s c o r r e c t . 

EXAMINER STOGNER: O b v i o u s l y , t h e r e i s 

some reason why somebody h a s n ' t come i n and asked 

f o r t h e GOR t o be i n c r e a s e d o t h e r t h a n 500 c u b i c 

f e e t per b a r r e l . That m i g h t be a n o t h e r 

p o s s i b i l i t y . I t sounds l i k e t h e r e ' s enough 
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i n f o r m a t i o n o ut t h e r e t h a t t h a t c o u l d be a 

p o s s i b i l i t y — i s get t h a t r a i s e d i n t h e p o o l 

r u l e s as a whole. 

MR. BRUCE: I t h i n k t h e y ' r e g a t h e r i n g 

more i n f o r m a t i o n . L i k e Mr. Ambler s a i d , t h e r e ' s 

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

u n i t . I would say by maybe sometime i n 1992 

t h e r e m i g h t be s u f f i c i e n t i n f o r m a t i o n because I 

b e l i e v e most of t h e v e r t i c a l w e l l s are s h u t - i n . 

THE WITNESS: Yes. 

MR. STOVALL: Let me ask you a 

q u e s t i o n , Mr. Ambler, j u s t i n g e n e r a l w i t h 

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

Q. (BY MR. STOVALL) I f I'm c o r r e c t , t h e 

Rio Puerco-Mancos p o o l has been a p r e t t y s p o t t y 

p o o l i n terms of g e t t i n g c o m m e r cial p r o d u c t i o n ; 

i s t h a t c o r r e c t , o ut of t r a d i t i o n a l v e r t i c a l 

we 11s ? 

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

would guess, maybe f i v e c o m m e r cial w e l l s o ut of 

f o r t y t h a t have been d r i l l e d . 

Q. G e o g r a p h i c a l l y i t ' s a f a i r l y l a r g e 

p o o l ? 

A. Very l a r g e , yes. 

Q. I s t h e r e anybody o u t t h e r e b e s i d e s 
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V e t e r a n and Sam Gary t h a t ' s a c t i v e l y d e v e l o p i n g 

the p o o l r i g h t now? 

A. M e r i d i a n O i l , I b e l i e v e , has made 

a p p l i c a t i o n t o t h i s Commission. And i n f a c t j u s t 

c o m p l e t e d t h e w e l l s o u t h a p p r o x i m a t e l y s i x m i l e s 

f r o m our proposed l o c a t i o n . 

Q. I s t h a t a h o r i z o n t a l ? 

A. Yes. 

Q. D i d t h e y g et a GOR e x c e p t i o n ? 

A. They asked f o r one. I don't know i f 

th e y g ot i t or n o t . 

Q. I t sounds t o me l i k e t h i s i s r e a l l y 

becoming a p o o l t h a t a l m o s t has t o be de v e l o p e d 

h o r i z o n t a l l y t o be s u c c e s s f u l and t h a t i t can 

be -- some w e l l s can be s u c c e s s f u l i f you get t h e 

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

A. Yes. I f you l o o k a t t h e d r i l l i n g 

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

v e r t i c a l d r i l l i n g ceased i n a p p r o x i m a t e l y 1984. 

And i t wasn't u n t i l t h e emergence of h o r i z o n t a l 

d r i l l i n g t h a t any new a c t i v i t y has come t o bear 

i n t h i s p o o l . 

EXAMINER STOGNER: I t might be t i m e now 

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

p o o l . 
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MR. STOVALL: I t h i n k -- I mean j u s t as 

a s u g g e s t i o n -- I would say t h a t your i d e a t o 

d r i l l t h e w e l l and f i n d o ut what you've got maybe 

would make sense. As I s a i d , you would need t o 

d i s m i s s t h e GOR p o r t i o n . 

Q. (BY MR. STOVALL) How much acreage does 

Gary W i l l i a m s have an i n t e r e s t i n ? J u s t l o o k i n g 

a t t h i s map, i t ' s q u i t e a b i t ? 

A. 100,000 a c r e s . 

Q. 100,000 acres? 

A. Yes . 

Q. The u n i t i s about 18,000, i f I 

remember ? 

A. Yes. 

Q. So t h a t ' s a s u b s t a n t i a l p o r t i o n of t h e 

p o o l . So y o u ' r e g o i n g t o be p r e t t y a c t i v e o ut 

t h e r e , p r e sumably, i f you have some success, I 

would guess? 

A. Yes, t h a t ' s r i g h t . I ' d say o u r s e l v e s 

and M e r i d i a n and V e t e r a n are r e a l l y t h e t h r e e 

owners w i t h i n t h e p o o l . There's some u n l e a s e d 

f e d e r a l . But t h a t ' s t h e n a t u r e of t h e o p e r a t o r s 

out t h e r e . 

MR. STOVALL: I s t h i s d e j a vu a l l over 

a g a i n , Mr. Bruce? We t a l k e d about g e t t i n g some 
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are a - w i d e — 

MR. BRUCE: I don't want t o hear i t . 

MR. STOVALL: The purpose i s t h a t , you 

know, i f you guys w i l l do t h e homework and come 

up w i t h s o m e t h i n g , come up w i t h some area r u l e s 

so you don't have t o come i n f o r e x c e p t i o n s e v e r y 

t i m e you do so m e t h i n g . 

THE WITNESS: We t a l k e d about t h i s a t 

b r e a k f a s t . 

MR. STOVALL: The D i v i s i o n i s a t a 

p o i n t where i t ' s s t a r t i n g t o work on d e v e l o p i n g 

some g e n e r i c h o r i z o n t a l d r i l l i n g r u l e s . But 

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

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

THE WITNESS: That c o u l d c e r t a i n l y make 

a l o t of sense. 

EXAMINER STOGNER: E s p e c i a l l y i n your 

i n s t a n c e because t h e r e ' s some o t h e r t h i n g s w i t h i n 

t h o s e p o o l r u l e s t h a t any g e n e r i c r u l e s t h a t we 

migh t come up w i t h , l i k e c r o s s i n g t h e s e c t i o n 

1 i ne s. 

THE WITNESS: C o r r e c t . 

EXAMINER STOGNER: We're g o i n g t o have 

t h i s e v e r y t i m e you want t o d r i l l o u t s i d e t h e 

u n i t a r e a . 
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MR. STOVALL: I t h i n k Mr. A m b l e r and I 

have had t h i s d i s c u s s i o n b e f o r e . 

THE WITNESS: Yes, we h a v e . 

MR. STOVALL: L e t ' s move on t o a 

d i f f e r e n t — do y o u w a n t t o d i s m i s s t h e 500 --

t h e GOR p o r t i o n a t t h i s t i m e ? 

THE WITNESS: T h a t w o u l d be a c c e p t a b l e . 

MR. BRUCE: Yes. 

MR. STOVALL: Okay. We have a n o t h e r 

l i t t l e p r o b l e m . I t h i n k Mr. K e l l a h i n k i n d o f 

t o u c h e d on some o f t h e q u e s t i o n s o f c h a n g i n g t h e 

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

And a f t e r t h e d i s c u s s i o n , Mr. S t o g n e r 

and I remembered why i t was a d v e r t i s e d t h e way i t 

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

know, t a k i n g some p e o p l e o u t and p u t t i n g some new 

p e o p l e i n a p r o r a t i o n u n i t . So when we 

a d v e r t i s e d i t , we i n t e n t i o n a l l y a dded t h e 

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

t h a t y o u d i d n ' t have t h a t e q u i t y p r o b l e m . 

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

t h e -- I ' v e f o r g o t t e n . What's t h e number o f t h e 

w e l l ? 

MR. BRUCE: 4-14. 

MR. STOVALL: 4-14. 
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Q. (BY MR. STOVALL) That's c o r r e c t ; 

r i g h t ? 

A. Not n e c e s s a r i l y . 

Q. Would you l i k e t o expand on t h a t 

answer ? 

A. The c u r r e n t owners i n t h e s o u t h h a l f 

are — most of them a re s u c c e s s o r s i n i n t e r e s t t o 

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

Q. A l l r i g h t . Presumably any t r a n s f e r , 

t h e economic consequences were based upon t h a t 

i n v e s t m e n t ? 

A. C o r r e c t . 

Q. At t h i s t i m e you have no p l a n s t o 

produce t h a t 4-14 w e l l ; i s t h a t c o r r e c t ? 

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

Q. But you do see some p o t e n t i a l f o r i t as 

a p o s s i b l e i n j e c t o r of e i t h e r w a t e r or gas? 

A. Jus t gas. 

Q. J u s t gas? 

A. There i s no w a t e r p r o d u c t i o n f r o m t h e 

f i e l d . 

Q. Okay. So i t w o u l d n ' t make sense t o 

f l o o d i t , w ould i t ? How would you d e a l w i t h t h e 

e q u i t i e s a t t h a t p o i n t ? I mean, presumably i f 

you d i d n ' t have t h a t p l a n , you c o u l d abandon t h e 

RODRIGUEZ-VESTAL REPORTING 
( 5 0 5 1 9 8 8 - 1 7 7 9 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

17 

1 8 

19 

20 

2 1 

2 2 

23 

24 

2 5 

4 1 

w e l l and abandon t h e p r o r a t i o n u n i t and t h e n come 

i n w i t h a new p r o r a t i o n u n i t and s o l v e an e q u i t y 

problem? 

A. W e l l , i f you abandon t h e w e l l -- i t ' s 

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

would have more t h a n an e q u i t y p r o b l e m . 

Q. I hear you. I f y o u ' r e g i v e n a 

w e s t - h a l f p r o r a t i o n u n i t f o r t h i s w e l l and t h e 

s o u t h e a s t q u a r t e r i s e s s e n t i a l l y t a k e n o ut of 

p r o d u c t i o n --

A. A r g u a b l y , i t ' s o ut of p r o d u c t i o n now 

and has been. 

Q. W e l l , b u t l e g a l l y i t ' s s t i l l i n . 

They've s t i l l g o t a -- t h e y ' v e g ot a l e g a l 

i n t e r e s t i n i t . I t h i n k we've got a pr o b l e m w i t h 

h a v i n g two p r o r a t i o n u n i t s w h i c h encompass some 

common acreage b u t not a l l . 

A. The same t h i n g happened i n t h e 

p e r m i t t i n g of t h e 7-3 w e l l . 

Q. R e f r e s h me on t h a t one. I t h i n k t h a t 

was -- I t h i n k we changed t h a t . I t h i n k we 

addressed t h a t i s s u e i n t h e 7-3, i f I'm n o t 

mis t a k e n ? 

A. W e l l , you changed t h e s p a c i n g of t h e 

6-16 w e l l f r o m t h e s o u t h h a l f t o t h e e a s t h a l f so 
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t h a t you c o u l d d r i l l t h e w e l l . 

Q. The 6-16 i s t h e one i n t h e s o u t h e a s t 

q u a r t e r ; r i g h t ? 

A. Yes. 

Q. So t h a t l e f t t h e 6-16 f o l k s w i t h a 

p r o r a t i o n u n i t t o go w i t h t h e i r w e l l ? 

A. Yes, i t d i d . 

Q. And t h e y were a l s o u n i t owners? 

A. Yes, t h e y were. 

Q. I t h i n k t h a t made a d i f f e r e n c e . 

E f f e c t i v e l y what y o u ' r e a s k i n g us t o do 

i s t a k e t h e s o u t h e a s t q u a r t e r f o l k s o u t of t h e 

w e l l t h a t t h e y p a i d f o r . Who would get -- l e t ' s 

assume you i n j e c t gas i n t o t h e 4-14; who would 

get t h e o i l t h a t was produced? 

A. Let me r e v e r s e t h a t . L e t ' s assume we 

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

u n i t — 

Q. Uh-huh. 

A. — w h i c h i s where y o u ' r e p r o b a b l y 

h e a d i n g . 

Q. Not n e c e s s a r i l y . I'm l o o k i n g f o r an 

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

A. We'd be w i l l i n g t o do t h a t i f t h e 

Commission so d e s i r e d because t h e r e l a t i v e change 
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i n o w n e r s h i p i s t h e same a c r o s s t h e n o r t h h a l f 

and t h e s o u t h h a l f . Whether you a l l o c a t e t h e 

west h a l f or e n t i r e s e c t i o n , i t ' s g o i n g t o be t h e 

same f o r t h e p a r t i c i p a t i o n i n t h a t w e l l . 

And you c o n t i n u e t o have t h e owners i n 

the s o u t h e a s t q u a r t e r p a r t i c i p a t i n g on t h e same 

b a s i s t h a t t h e y would be on t h e west h a l f as i f 

t h e y were i n t h e e n t i r e t y o f t h e s e c t i o n . 

Q. I t h i n k you l o s t me on t h a t l a s t l i t t l e 

p h r a s e . 

MR. BRUCE: Mr. Examiner --

MR. STOVALL: I f yo u ' r e on t h e west 

h a l f , t h e s o u t h e a s t owners are o u t . 

MR. BRUCE: Mr. S t o v a l l , Mr. Ambler can 

c l e a r t h i s up, b u t S e c t i o n 4 i s one f e d e r a l 

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

and i t ' s u n i f o r m i n t h e s o u t h h a l f . 

Q. (BY MR. STOVALL) Okay. So what y o u ' r e 

s a y i n g i s t h a t i f you form a f u l l s e c t i o n 

p r o r a t i o n u n i t f o r t h e 4-1H, t h e p e o p l e i n t h e 

s o u t h h a l f are g o i n g t o have t h e same p e r c e n t a g e 

of p r o d u c t i o n as i f you form a west h a l f 

p r o r a t i o n u n i t f o r t h e 4-1H; i s t h a t c o r r e c t ? 

A. Th a t ' s what I'm s a y i n g , yes. 

Q. Would you have any o b j e c t i o n t o a f t e r 
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you d r i l l , so you can h o l d t h e l e a s e -- back up a 

second. The pe o p l e i n t h e s o u t h h a l f are g o i n g 

t o have a d i f f e r e n t o w n e r s h i p i n t h e west h a l f 

t h a n t h e y have i n t h e s o u t h h a l f o b v i o u s l y ? 

A. Yes . 

Q. I s i t e n t i r e l y d i f f e r e n t o w n e r s h i p s ? 

A. I t ' s t h e same p e o p l e j u s t d i f f e r e n t — 

Q. D i f f e r e n t p e r c e n t a g e s ? 

A. Yes. 

Q. You haven't c o n s i d e r e d making a f u l l 

s e c t i o n u n i t or something? 

A. W e l l , i t i s under an o p e r a t i n g 

agreement. I t t h e o r e t i c a l l y c o u l d be, yes. 

Q. One, I t h i n k i t ' s n ot g o i n g t o be 

p o s s i b l e t o have two o v e r l a p p i n g p r o r a t i o n u n i t s 

i n t h e same p o o l . 

A. Tha t ' s a c c e p t a b l e . 

Q. I t h i n k t h a t ' s a pro b l e m . So i t e i t h e r 

means y o u ' r e g o i n g t o have t o abandon t h e s o u t h 

h a l f , w h i c h means y o u ' r e g o i n g t o have t o have 

some agreement w i t h t h e s o u t h - h a l f owners, 

however you want t o do t h a t i n an e q u i t y l e g a l 

sense, or go t o a f u l l s e c t i o n . 

A. I p r e f e r t o go t o a f u l l s e c t i o n . 

Q. A l t h o u g h you d i d n ' t ask f o r i t , we 
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a d v e r t i s e d i t t h a t way. 

EXAMINER STOGNER: Then t h a t b r i n g s i n 

the i s s u e about i n c r e a s e d a l l o w a b l e . 

MR. STOVALL: I t does r a i s e t h e 

a l l o w a b l e . I haven't g o t t e n t o t h a t y e t . 

Q. (BY MR. STOVALL) Presumably i f you got 

a f u l l s e c t i o n p r o r a t i o n u n i t , you'd want a f u l l 

s e c t i o n a l l o w a b l e , I assume, s u b j e c t t o t h e 

acreage r a t i o ? 

A. Of c o u r s e . 

MR. STOVALL: Mr. K e l l a h i n , any 

response t o t h a t or comment c o n c e r n i n g t h a t ? 

MR. KELLAHIN: We haven't done t h a t f o r 

th e h o r i z o n t a l w e l l s , bumping t h e i r a l l o w a b l e s , 

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

a l l of t h e q u a r t e r s e c t i o n s or p o r t i o n s of t h e 

spac i n g u n i t s . 

EXAMINER STOGNER: Now you know why we 

haven't come up w i t h g e n e r a l r u l e s . Everybody 

keeps a s k i n g , and now we see why. 

MR. KELLAHIN: So t h i s w o uld be a 

d i f f e r e n t s o l u t i o n . I c a n ' t comment on t h e 

f u l l - s e c t i o n p r o r a t i o n u n i t because of my 

d i s c u s s i o n s w i t h Mr. Bruce I was under t h e 

i m p r e s s i o n i t was a s o u t h - h a l f w e s t - h a l f 
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s o l u t i o n . And I s i m p l y need t o ask my c l i e n t i f 

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

But I r a i s e w i t h you my c o n c e r n t h a t i 

you g i v e i t t w i c e t h e a l l o w a b l e , t h a t w i l l be a 

d i f f e r e n t s o l u t i o n t h a n you have a l l o w e d o t h e r s 

t o do . 

MR. BRUCE: We don't n e c e s s a r i l y need 

th e i n c r e a s e d a l l o w a b l e . We wou l d be w i l l i n g t o 

l i v e on t h e r e g u l a r 320-acre a l l o w a b l e even i f 

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

THE WITNESS: Would we be a l l o w e d t o 

d r i l l a second w e l l i n t h e p r o r a t i o n u n i t and 

have an a l l o w a b l e f o r t h a t w e l l a l s o ? 

EXAMINER STOGNER: We'd have t o have 

a n o t h e r h e a r i n g . 

MR. STOVALL: Yes. A g a i n , y o u ' r e 

r i g h t . T h i s i s p r o b a b l y one of t h e more 

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

The t e c h n i c a l s i d e of t h e h o r i z o n t a l w e l l i s 

p r e t t y easy. 

Because we've k i n d of t h r o w n i t a t you 

i t wasn't i n your a p p l i c a t i o n , I ' d j u s t as soon 

t h a t you t a k e some t i m e and d i s c u s s w i t h y o u r 

c l i e n t t h e r a m i f i c a t i o n s . I t h i n k i t c o u l d go 

e i t h e r way. I t h i n k you c o u l d abandon t h e 
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s o u t h - h a l f p r o r a t i o n u n i t , do whatever e q u i t y 

a d j u s t m e n t was ne c e s s a r y i n t h e 4-14 w e l l as f a r 

as o w n e r s h i p of t h e w e l l b o r e and, you know, i f 

the n o r t h - h a l f f o l k s have t o pay t h e s o u t h - h a l f 

f o l k s f o r i t or w h a t e v e r , t h a t ' s n o t our i s s u e --

and come up w i t h a w e s t - h a l f p r o r a t i o n u n i t . 

You c a n ' t have b o t h . I t h i n k t h a t ' s 

s a f e t o say. You c a n ' t have two p r o r a t i o n u n i t s 

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

o p t i o n s . I guess i t ' s because Sam Gary has been 

r a t h e r , I'm g o i n g t o say adventuresome, 

i n n o v a t i v e , c r e a t i v e . I t seems t o be you t h a t 

has r u n i n t o t h i s p r o b l e m more t h a n once. 

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

MR. STOVALL: I t h i n k t h a t perhaps i s 

t o your c r e d i t as much as a n y t h i n g because of t h e 

f a c t t h a t y o u ' r e out t h e r e d o i n g s o m e t h i n g t h a t 

may be good from an energy s t a n d p o i n t , f r o m a 

p r o d u c t i o n s t a n d p o i n t , b u t i t ' s n o v e l f r o m a 

r e g u l a t o r y s t a n d p o i n t . 

THE WITNESS: Tha t ' s c o r r e c t . 

MR. STOVALL: So my recommendation, Mr. 

Examiner, w o u l d be t h a t we a t l e a s t g i v e them 

some t i m e here t o d a y t o make a d e c i s i o n as t o 

what you want t o do. 
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A g a i n , t h e way we a d v e r t i s e d i t , I 

t h i n k we can go w i t h t h e f u l l s e c t i o n and g i v e 

you a chance t o t a l k t o K e l l a h i n about t h a t 

because i t was t h e D i v i s i o n t h a t t h r e w t h e 

w r i n k l e i n t o t h a t t h a t you f o l k s d i d n ' t 

ant i c i p a t e . 

T e l l us what you want t o do a l i t t l e 

l a t e r . Give y o u r s e l f a few m i n u t e s t o t a l k t o 

your c l i e n t . I know t h a t I don't want t o get 

your d e c i s i o n on t h e w i t n e s s s t a n d w i t h o u t h a v i n g 

a chance t o k i n d of t h i n k i t t h r o u g h , i f t h a t ' s 

a c c e p t a b l e t o you. 

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

MR. STOVALL: W e ' l l h o l d t h e case open 

u n t i l l a t e r t o d a y -- I mean, l a t e r t o d a y may mean 

t e n m i n u t e s -- t o make a d e c i s i o n . And t h e n you 

t e l l us whether -- you know, what s o l u t i o n you 

would l i k e , assuming t h a t we g r a n t t h e h o r i z o n t a l 

we 11 . 

A g a i n , i t appears t o me t h e o p t i o n s a re 

t o abandon t h e s o u t h h a l f , go w i t h t h e west h a l f , 

or t h e s t a n d a r d a l l o w a b l e , or abandon t h e s o u t h 

h a l f go w i t h t h e f u l l s e c t i o n , and t h e n r e a c h 

some agreement as t o t h e a l l o w a b l e . 

A g a i n , do you know why i t s h o u l d be --
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THE WITNESS: Can we abandon t h e s o u t h 

h a l f upon t h e c o m p l e t i o n of t h e new w e l l ? 

MR. STOVALL: Oh, yes. We would l e t 

you keep t h e w e l l s so you c o u l d h o l d y o u r l e a s e . 

THE WITNESS: Then I ' l l answer your 

q u e s t i o n now. I f we can do t h a t , I would propose 

t h a t t h a t ' s what we do. We'd abandon t h e s o u t h 

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

c o m p l e t i o n i n t h e p r o d u c t i o n f r o m t h e new 

w e s t - h a l f d e d i c a t e d u n i t . 

EXAMINER STOGNER: And r e - d e d i c a t e t o 

th e west h a l f . 

THE WITNESS: Yes. 

MR. STOVALL: Y o u ' l l t a k e c a r e of 

w o r k i n g o ut t h e e q u i t y w i t h t h e s o u t h - h a l f owners 

i n t h e 4-14 and whatever t h e o w n e r s h i p o f t h e 

w e l l b o r e i t s e l f ? 

THE WITNESS: Yes. 

EXAMINER STOGNER: S i m i l a r t o BTA, i f I 

remember r i g h t . 

MR. STOVALL: We've had a l o n g s t r e t c h 

of d r y , b o r i n g h e a r i n g s . I t c e r t a i n l y has 

changed q u i c k l y , h a s n ' t i t ? 

Mr. K e l l a h i n , any response t o t h a t ? I 

mean, do you have any prob l e m w i t h t h a t ? I t ' s 
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k i n d of what you e x p e c t e d when you came i n , 

w a s n 1 t i t ? 

MR. KELLAHIN: My c l i e n t c o n c u r s w i t h 

what Mr. Ambler has su g g e s t e d i n h i s l a s t 

comment -- i s t h a t we would p r e f e r i t t o be 

c h a r a c t e r i z e d as a r e p l a c e m e n t so t h a t t h e 

s o u t h - h a l f v e r t i c a l w e l l h o l d s t h e s o u t h h a l f , 

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

w e i l i n t h e west h a l f . 

My c l i e n t ' s r e q u e s t i s t h a t t h e 

h o r i z o n t a l w e l l n ot be i n c o m p e t i t i o n w i t h a 

v e r t i c a l we 11. 

MR. STOVALL: Then t h a t t h e n g i v e s you 

th e f l e x i b i l i t y t o go w i t h an e a s t - h a l f second 

w e l l and get t h e a l l o w a b l e f o r t h a t . 

MR. KELLAHIN: Yes. 

EXAMINER STOGNER: Okay. There a g a i n , 

when I t a l k about t h a t BTA, what o c c u r r e d on 

t h a t , t h a t p a r t i c u l a r o r d e r d i d n ' t go i n t o e f f e c t 

u n t i l t h a t second w e l l -- i n your p a r t i c u l a r 

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

wh i c h t i m e t h e s o u t h h a l f w ould become t h e west 

h a l f . And t h a t ' s what I'm h e a r i n g ; i s t h a t 

c o r r e c t ? 

THE WITNESS: Yes. 
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MR. STOVALL: A s s u m i n g t h i s map i s 

a c c u r a t e , y o u c o u l d p r o b a b l y c a t c h t h a t f l e c t u r e 

a g a i n i n t h e e a s t h a l f o f S e c t i o n 4? 

THE WITNESS: T h a t ' s c o r r e c t . 

EXAMINER STOGNER: My g o l l y , y o u c a n 

ev e n r e - e n t e r t h a t 4-14 and go up t o t h e s o u t h 

and e a s t and come i n f o r a 640. 

MR. STOVALL: We a p p r e c i a t e Sam Gary 

b e i n g so i n n o v a t i v e and h e l p i n g us g e t t o t h e s e 

s o l u t i o n s t o p r o b l e m s . And I have n o t h i n g 

f u r t h e r . 

EXAMINER STOGNER: Does a n y b o d y e l s e 

h ave a n y t h i n g f u r t h e r i n t h i s c a s e ? 

T h i s c a s e w i l l be t a k e n u n d e r 

adv i s e m e n t . 

(The p r o c e e d i n g s w e r e c o n c l u d e d . ) 
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