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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BLDG. 
SANTA FE, NEW MEXICO 

19 November 1986 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Mesa Grande Resources, CASE 
Inc. , f o r compulsory p o o l i n g , Rio 9035 
A r r i b a County, New Mexico. 

BEFORE: David R. Catanach, Examiner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the D i v i s i o n : J e f f Taylor 
Attorney a t Law 
Legal Counsel t o the D i v i s i o n 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 87501 

For the A p p l i c a n t : 
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MR. CATANACH: C a l l next Case 

9035. 

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

Mesa Grande Resources f o r compulsory p o o l i n g , Rio A r r i b a 

County, New Mexico. 

I b e l i e v e the a p p l i c a n t i n t h i s 

case has moved t h a t i t be continued. 

MR. CATANACH: Case 9 035 w i l l 

be continued to the December 3rd hearing examiner docket. 

(Hearing concluded.) 
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C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY 

CERTIFY t h a t the foregoing T r a n s c r i p t of Hearing before the 

O i l Conservation D i v i s i o n (Commission) was reported by me; 

t h a t the said t r a n s c r i p t i s a f u l l , t r u e , and c o r r e c t record 

of the hearing, prepared by me t o the best of my a b i l i t y . 

^iner hearing o f Cass ;.<o. 
eard by me on " \ cT 

a cc 
f'le t 
:"l 

Oil Conservation Division 
Examin; 
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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BLDG. 
SANTA FE, NEW MEXICO 

3 December 1986 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Mesa Grande Re- CASE 
sources, Inc., f o r compulsory 9035 
po o l i n g , Rio A r r i b a County, New 
Mexico. 

BEFORE: Michael E. Stogner, Examiner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the O i l Conservation J e f f Taylor 
D i v i s i o n : Attorney a t Law 

Legal Counsel to the D i v i s i o n 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico "7501 

For the Applicant: Scott H a l l 
Attorney a t Law 
CAMPBELL & BLACK P.A. 
P. 0. Box 2208 
Santa Fe, New Mexico 3 7501 
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A P P E A R A N C E S 

For Dugan P r o d u c t i o n , 
Jerome P. McHugh, and 
K e n a i : 

Karen Aubrey 
A t t o r n e y a t Law 
KELLAHIN, KELLAHIN & AUBREY 
P. 0 . Box 2265 
Santa Fe, New Mexico 8 7501 

For Floyd and Emma 
Edwards: 

Ernest L. P a d i l l a 
Attorney a t Law 
PADILLA & SNYDER 
P. 0. Box 2523 
Santa Fe, New Mexico 87504 

I N D E X 

KATHLEEN A. MICHAEL 

D i r e c t Examination by Mr. Ha l l 

Cross Examination by Mr. Stogner 

6 

10 
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I N D E X CONT'D 

ALAN EMMENDORFER 

Di r e c t Examination by Mr. H a l l 

Cross Examination by Mr. Stogner 

Questions by Frank. Chavez 

E X H I B I T S 

Mesa Grande E x h i b i t One, P l a t 

Mesa Grande E x h i b i t Two, L e t t e r 

Mesa Grande E x h i b i t Three, L e t t e r & AFE 

Mesa Grande E x h i b i t Four, L e t t e r s 

Mesa Grande E x h i b i t Five, Diagram 

Mesa Grande E x h i b i t Six, S t r u c t u r e Map 

Mesa Grande E x h i b i t Seven, Cross Section A 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

MR. STOGNER: C a l l n e x t Case 

Number 9 0 35 . 

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

Mesa Grande Resources, Incorporated, f o r compulsory p o o l i n g , 

Rio A r r i b a County, New Mexico. 

MR. STOGNER: C a l l f o r 

appearances. 

MR. HALL: Mr. Examiner, my 

name i s Scott H a l l from the law f i r m of Campbell & Black of 

Santa Fe, on behalf of the a p p l i c a n t , Mesa Grande. 

We have two witnesses to be 

sworn t h i s morning. 

MR. STOGNER: Are there any 

other appearances? 

MS. AUBREY: Mr. Examiner, 

Karen Aubrey w i t h 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. 

We represent Jerome P. McHugh, 

Dugan Production Corporation, and Kenai O i l and Gas. 

MR. PADILLA: Mr. Examiner, 

Ernest L. P a d i l l a , Santa Fe, New Mexico, f o r Floyd and Emma 

Edwards. We make a l i m i t e d appearance not t o p r o t e s t or t o 

invoke any questions regarding the d i f f e r e n c e s between Mesa 

Grande and other working i n t e r e s t s i n t h i s p r o r a t i o n u n i t . 
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Our appearance i s merely f o r 

the sake of preserving and not waiving any issues t h a t are 

i n l i t i g a t i o n between my c l i e n t s and Jerome McHugh. 

In other words, we don't have 

anything t o say w i t h regard to t h i s case one way or the 

other, merely to preserve whatever r i g h t s we may have con­

cerning issues i n l i t i g a t i o n w i t h Jerome McHugh. 

MR. TAYLOR: Ernie, are the Ed­

wards the r o y a l t y owners? 

MR. PADILLA: Yes, s i r . 

MR. TAYLOR: Does the case 

t h a t ' s i n l i t i g a t i o n include the acreage here or i s i t o f f ­

s e t t i n g the acreage, or j u s t other acreage nearby? 

MR. PADILLA: I believe i t i s 

acreage included i n t h i s p r o r a t i o n u n i t , and i t may include 

other acreage as w e l l . I t has a question to do w i t h the or­

i g i n a l pool r u l e s . 

MR. TAYLOR: Yeah, I'm aware of 

i t because we're a par t y to i t . We'll j u s t go ahead on i t . 

You r e a l l y don't have any o b j e c t i o n , then. 

MR. PADILLA: As between the 

working i n t e r e s t owners and whether or not who's going to 

force pool each other i n t h i s case, we don't have any -- we 

don't want t o i n t e r j e c t any say i n t h a t . 

We have no witnesses. 
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MR. STOGNER: Are there any 

other appearances? 

W i l l the witnesses please stand 

and be sworn at t h i s time? 

(Witnesses sworn.) 

MR. TAYLOR: Karen, d i d you not 

have witnesses? 

MS. AUBREY: No, I don't have 

witnesses. 

KATHLEEN A. MICHAEL, 

being c a l l e d as a witness and being duly sworn upon her 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. HALL: 

Q For the record, please s t a t e your name. 

A My name i s Kathleen Michael. 

Q And, Ms. Michaels, how are you employed 

and i n what capacity? 

A I'm employed by Mesa Grande Resources, 

Incorporated, as a landman. 

Q Have you p r e v i o u s l y t e s t i f i e d before the 
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Examiner and had your c r e d e n t i a l s made a matter of record? 

A Yes, I have. 

MR. HALL: Mr. Examiner, we 

would tender Ms. Michael as a q u a l i f i e d expert witness. 

MR. STOGNER: Ms. Michael i s so 

q u a l i f i e d . 

Q Ms. Michael, are you f a m i l i a r w i t h the 

a p p l i c a t i o n f i l e d i n t h i s case? 

A Yes, I am. 

Q And are you f a m i l i a r w i t h the subject 

lands? 

A Yes, I am. 

Q What i s i t t h a t Mesa Grande seeks w i t h 

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

A We are seeking to pool a l l the working 

i n t e r e s t and mineral i n t e r e s t under the east h a l f of Section 

20 f o r the d r i l l i n g of a Gallup and Dakota w e l l . 

Q A l l r i g h t , have you prepared or d i r e c t e d 

t h a t c e r t a i n e x h i b i t s be prepared i n conjunction w i t h t h i s 

case? 

A Yes, I have. 

Q A l l r i g h t , I 'd ask you to r e f e r to Exhi­

b i t One and please i n d i c a t e t o the examiner what t h i s e x h i ­

b i t i s intended t o r e f l e c t . 

A E x h i b i t Number One i s a leashold owner-
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ship p l a t . I t shows a l l of the leases t h a t are i n the east 

h a l f of Section 20. I t shows the leasehold working i n t e r e s t 

breakdown. I t also shows the l o c a t i o n of our proposed I n ­

tr u d e r w e l l and the w e l l working i n t e r e s t breakdown. 

Q A l l r i g h t . Of the p a r t i e s shown on the 

ownership i n t e r e s t breakdown, which of these p a r t i e s are you 

seeking to pool here today? 

A We're seeking to pool Kenai O i l and Gas. 

Q Okay. 

A And we're also seeking to pool the 25 

percent mineral i n t e r e s t of Floyd Edwards. 

Q A l l r i g h t . What i s the primary o b j e c t i v e 

the proposed w e l l ? 

A I t w i l l be d r i l l e d to the Gallup and Da­

kota formations. 

Q A l l r i g h t . What percentage of the min­

e r a l s are v o l u n t a r i l y committed t o the w e l l at t h i s time? 

A The percentage of working i n t e r e s t volun­

t a r y -- v o l u n t a r i l y committed i s 93.75, and only the working 

i n t e r e s t of Kenai O i l and Gas i s uncommitted. Oh, excuse 

me, and we have 87-1/2 percent v o l u n t a r i l y committed and 12-

1/2 percent i n t e r e s t of Kenai i s uncommitted, and of mineral 

i n t e r e s t s we have 75 percent committed. 

Q A l l r i g h t . Has Mesa Grande made any e f ­

f o r t to secure the v o l u n t a r y j o i n d e r of the heretofore un-
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j o i n e d i n t e r e s t owners? 

A Yes, we have. 

Q Would you summarize those e f f o r t s , 

please? 

A Okay. E x h i b i t Two i s — are copies of 

our l e t t e r dated June 17th, 1986, which we sent to a l l the 

working i n t e r e s t owners, along w i t h an AFE, and i t o u t l i n e s 

the proposed w e l l and requests v o l u n t a r y j o i n d e r . 

E x h i b i t Three i s a l e t t e r of July 14th, 

1986, w i t h which we supplied the working i n t e r e s t owners a 

revised AFE, which r e f l e c t s lower costs f o r d r i l l i n g of the 

w e l l and these w i l l be reviewed by the next witness. 

Q Let me ask you, d i d you d i r e c t t h a t these 

o f f e r l e t t e r s be sent out by Mesa Grande? 

A Yes, I d i d . 

Q Okay. I ' l l ask you to r e f e r t o E x h i b i t 

Four and e x p l a i n what t h a t ' s intended to r e f l e c t . 

A Okay. E x h i b i t Four i s copies of the cer­

t i f i e d l e t t e r s which were sent t o a l l the working i n t e r e s t 

owners and also t o Floyd Edwards n o t i f y i n g them of t h i s 

hearing. 

Q Does E x h i b i t Four also contain copies of 

the r e t u r n r e c e i p t s ? 

A Yes, i t does. 

Q Did you d i r e c t your attorneys t o send out 
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these n o t i c e l e t t e r s ? 

A Yes, I d i d . 

Q And these give n o t i c e of a hearing, i s 

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

A That's r i g h t . 

Q Ms. Michael, i n your opinion w i l l the 

gr a n t i n g of t h i s a p p l i c a t i o n be i n the best i n t e r e s t of 

conservation, the prevention of waste, and p r o t e c t i o n of 

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

A Yes. 

Q Were E x h i b i t s One through Four prepared 

by you or a t your d i r e c t i o n ? 

A Yes, they were. 

Q A l l r i g h t . 

MR. HALL: That concludes my 

d i r e c t of Ms. Michael. 

MR. STOGNER: E x h i b i t s One 

through Four w i l l be admitted i n t o evidence a t t h i s time. 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Ms. Michael, who owns the 75 percent 

mineral i n t e r e s t t h a t i s already committed here? 

A The northeast quarter of Section 20 and 

the northeast southeast of Section 20 are Federal or 
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included i n a Federal lease, so those minerals are owned by-

Bureau of Land Management, and the northwest quarter of the 

southeast quarter i s a fee lease a l s o , and i t ' s owned by Mr. 

Post. 

Q And i t ' s only the acreage belonging to 

Mr. Edwards, which appears to be the south h a l f of the — 

A South h a l f of the southeast q u a r t e r , yes. 

And the reason t h a t we're seeking t o pool those minerals, 

they are subject t o an o i l and gas lease which does contain 

a p o o l i n g clause; however, Mr. Edwards has f i l e d a s u i t 

against the lessees who own t h a t lease f o r c a n c e l l a t i o n of 

t h a t lease. So we would l i k e to pool those i n t e r e s t s i n 

case t h a t lease i s cancelled. 

Q Who i s the holder of t h a t lease, then? 

A Kenai O i l and Gas owns 50 percent; Jerome 

McHugh, 37-1/2 percent; and Dugan Production 12-1/2 percent. 

Q When was Mr. Edwards contacted? 

A Mr. Edwards was n o t i f i e d by l e t t e r Novem­

ber 12th, 1986. 

Q Did he get the same l e t t e r as your Exhi­

b i t Number Four? 

A Yes. 

Q And t h a t ' s a Mr. Floyd Edwards i n Apache 

Jun c t i o n , Arizona? 

A That's c o r r e c t . 
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Q According to my copy I show i t was 

d e l i v e r e d but I don't see a signature on i t . Have you been 

i n contact w i t h him over the phone? 

A No, I haven't. 

Q Is t h i s patented lands? 

A Yes. 

Q And the mineral i n t e r e s t was turned over 

i n those — w i t h those patented lands? 

A Yes. 

Q To the homesteaders or — are you aware 

i f Mr. Edwards has ever been approached before f o r h i s r i g h t 

or minerals? 

A Well, we're not asking Mr. Edwards to 

p a r t i c i p a t e i n any cost of the w e l l a t t h i s p o i n t . 

Q Uh-huh. 

A We j u s t wanted to be sure t h a t those 

minerals would be included i n the pooled spacing u n i t i n 

case the lease i s cancelled a t a l a t e r time. 

MR. STOGNER: I have no f u r t h e r 

questions of Ms. Michaels. 

Are there any other questions 

of t h i s witness? 

I f not, she may be excused. 

Mr. H a l l . 

MR. HALL: C a l l Mr. Alan Emmen-
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d o r f e r . 

ALAN EMMENDORFER, 

being c a l l e d as a witness and being duly sworn upon his 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. HALL: 

A For the record please s t a t e your name. 

A My name i s Alan Emmendorfer. 

Q And where do you l i v e ? 

A Broken Arrow, Oklahoma. 

Q By whom are you employed and i n what cap­

a c i t y ? 

A I'm employed by Mesa Grande Resources as 

petroleum g e o l o g i s t . 

Q Have you pr e v i o u s l y t e s t i f i e d before the 

Examiner and had your c r e d e n t i a l s made a matter of record? 

A Yes, I have. 

MR. HALL: At t h i s time, Mr. 

Examiner, we would tender Mr. Emmendorfer as a q u a l i f i e d ex­

pe r t g e o l o g i s t . 

MR. STOGNER: Mr. Emmendorfer 

i s so q u a l i f i e d . 

Q Mr. Emmendorfer, are you f a m i l i a r w i t h 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

14 

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

A Yes, I am. 

Q And are you also f a m i l i a r w i t h the sub­

j e c t lands? 

A Yes, I am. 

Q I f you would, I'd l i k e you t o r e f e r to 

E x h i b i t Three and the attachment to E x h i b i t Three. What i s 

tha t ? 

A That's the AFE f o r the proposed w e l l . 

Q A l l r i g h t , would you review the t o t a l s 

shown on t h a t AFE, please? 

A Yes. On the AFE we have a dry hole cost 

of $208,784 and i f completed the t o t a l estimated w e l l costs 

i s AFE'd f o r $524,852. 

Q Mr. Emmendorfer, are you f a m i l i a r w i t h 

what other operators are charging i n the area f o r s i m i l a r 

we11s ? 

A Yes, I am. 

Q Are the costs shown on the revised AFE i n 

l i n e w i t h what's being charged i n the area? 

A Yes, they are. For other operators i n 

the area we have a low of about $450,000 up to a high of 

$620,000, and we're below the median AFE f o r the area. 

Q Okay, does Mesa Grande operate other 

w e l l s i n the area? 
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A Yes, we have eleven other w e l l s t h a t we 

c u r r e n t l y operate. 

Q Okay. Have you d r i l l e d others i n addi­

t i o n t o the w e l l s you're operating? 

A Yes. Well, p a r t of those eleven w e l l s we 

d r i l l e d ourselves and operate. 

Q Are you prepared t o make a recommendation 

to the Examiner as to the r i s k penalty t h a t should be asses­

sed against the nonconsenting i n t e r e s t owners? 

A Yes, I am. 

Q And what i s tha t ? 

A 200 percent. 

Q Upon what do you base t h a t recommenda­

t i o n ? 

A Several -- several items. 

I'd l i k e to r e f e r t o E x h i b i t Number Five 

and t h i s e x h i b i t shows the east h a l f of 20 and the c u r r e n t 

drainage scenario t h a t i s o c c u r r i n g i n the area. The w e l l s 

producing out of the Gavilan Mancos Pool and they're spaced 

on 320 acres, and I've d r a f t e d i n there 320-acre drainage 

radius c i r c l e s and as shown, we're severely, from t h i s scen­

a r i o , severely being drained i n the north h a l f of Section 20 

by several w e l l s , o f f s e t t i n g w e l l s . 

Q Let me ask you what — i s the w e l l pro­

posed t o be d r i l l e d a t a standard l o c a t i o n ? 
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A Yes, i t i s . The footage i s 1785 from the 

south l i n e , 855 f e e t from the east l i n e . 

Q Okay. Let's r e f e r to E x h i b i t Six now. 

What i s t h a t e x h i b i t intended to r e f l e c t ? 

A This i s a s t r u c t u r e map of the immediate 

area and i t i s mapped on the top of the Gallup or Niobrara A 

Zone, which i s a common mapping horizon f o r the Gavilan-Man­

cos Pool and" other pools i n the surrounding area, and t h i s 

shows the s t r u c t u r a l c o n f i g u r a t i o n a t t h a t horizon and the 

r e l a t i o n s h i p of the proposed w e l l to the s t r u c t u r e . 

As we can see i n the northeast p o r t i o n of 

the map i n 25 and 2 the contour l i n e s are evenly spaced as 

they are i n the southeastern p o r t i o n of the map i n 25 and 2; 

however, as we get i n t o the east h a l f of Section 20, the 

s t r u c t u r a l d i p changes and t h i s could pose a problem as to 

i n t e r c e p t i n g a f r a c t u r e system t h a t i s necessary f o r a com­

mercial w e l l i n the pool. 

Q A l l r i g h t , l e t ' s r e f e r to E x h i b i t Seven, 

i f you would, please. 

A E x h i b i t Number Seven i s a s t r u c t u r a l 

cross se c t i o n w i t h the s t r u c t u r a l — the trace of t h i s cross 

s e c t i o n located back on E x h i b i t Number Six. There i s a 

d r a f t i n g e r r o r on the cross s e c t i o n . The f a r t h e s t r i g h t 

w e l l , the McHugh F u l l S a i l , i t i s noted as No. 12. I t i s 

a c t u a l l y the No. 2. I t ' s — other than t h a t the cross sec-
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t i o n i s c o r r e c t , and t h i s j u s t f u r t h e r substantiates the 

s t r u c t u r a l p o s i t i o n here, showing t h a t the general f l a t t e n ­

i n g out of the producing horizon w i t h i n the l o c a t i o n of the 

In t r u d e r — the proposed I n t r u d e r No. 1 Well t h a t we want t o 

d r i l l . 

Q So do you bel i e v e t h a t there are some 

r i s k s t h a t the I n t r u d e r No. 1 i f completed at t h i s l o c a t i o n 

may not be a commercial success? 

A Yes, I do. The Gavilan-Mancos Pool i s 

produced mainly from f r a c t u r e s and i t i s the connecting of 

these f r a c t u r e s to the wellbore t h a t enables the production 

of a commercially productive w e l l . There are -- there are 

r i s k s of not i n t e r c e p t i n g enough of these n a t u r a l f r a c t u r e s 

t o get commercial production. Also we have l o s t c i r c u l a t i o n 

problems t h a t ourselves and other operators have experienced 

i n o f f s e t t i n g w e l l s ; l o s t c i r c u l a t i o n both up hole and i n 

the productive horizon and i n the — below the productive 

horizon. 

We hope t o get some amount of l o s t c i r c u ­

l a t i o n i n the Gavilan-Mancos i n t e r v a l to provide us w i t h a 

commercial w e l l , however, you can lose thousands of b a r r e l s 

of mud and t h i s can a c t u a l l y work against you as to give 

formation damage and plug up the f r a c t u r e system and even 

though you've penetrated the f r a c t u r e system you can then 

again not have a commercial w e l l because of wellbore damage. 
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Q A l l r i g h t . Do you have an estimate as to 

what the appropriate overhead and a d m i n i s t r a t i v e costs might 

be f o r d r i l l i n g and operating the we l l ? 

A Yes, $3500 a month f o r d r i l l i n g and $500 

a month f o r op e r a t i n g . 

Q Are those costs i n l i n e w i t h what's being 

charged i n the area by other operators? 

A Yes, i t i s . 

Q Do you recommend t h a t those cost f i g u r e s 

be incorporated i n t o an order t h a t r e s u l t s from t h i s hear­

ing? 

A Yes. 

Q Does Mesa Grande seek to be designated 

operator of t h i s w e l l ? 

A Yes, v/e do. 

Q I n your opin i o n w i l l the g r a n t i n g of t h i s 

a p p l i c a t i o n be i n the best i n t e r e s t of conservation, the 

p r o t e c t i o n of c o r r e l a t i v e r i g h t s , and prevention of waste? 

A Yes. 

Q Were E x h i b i t s Five through Seven prepared 

by you or a t your d i r e c t i o n ? 

A Yes, they were. 

MR. HALL: We'd tender E x h i b i t s 

Five through Seven. 

MR. STOGNER: E x h i b i t s Five 
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through Seven w i l l be admitted i n t o evidence. 

MR. HALL: I have nothing f u r ­

ther of t h i s witness. 

CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. Emmendorfer, l e t ' s look a t , --

MR. STOGNER: F i r s t of a l l , Ms. 

Aubrey, do you have any questions? 

MS. AUBREY: No, I don't, Your 

Honor. 

MR. STOGNER: Well, thank you. 

MS. AUBREY: Sure. 

MR. STOGNER: Mr. P a d i l l a , do 

you have any questions? 

MR. PADILLA: No questions, 

Mr. Examiner. 

Q Mr. Emmendorfer, i n looking a t E x h i b i t 

Number Five, I'm looking a t the four immediate w e l l s t h a t 

are o f f s e t t n g t h i s proposed w e l l . 

That's the two McHugh we l l s or the 

w e l l , they're a l l McHugh w e l l s , the Loddy No. 1, the Janet 

No. 3, ET No. 1, and the F u l l S a i l No. 3, those are a l l 

p r e s e n t l y producing, are they not? 

A As f a r as I know they're e i t h e r producing 
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or w i l l be producing a t any time based on p i p e l i n e hook-up, 

but I bel i e v e they a l l are producing. 

Q Do you know roughly when these were 

d r i l l e d or s t a r t e d producing or capable of producing? 

A I don't know the exact dates. I t h i n k 

the ET No. 1 was d r i l l e d i n '84, and I don't know f o r sure. 

The Loddy No. 1 was i n e i t h e r l a t e '84 or 

very e a r l y '85. 

The Janet No. 3 was d r i l l e d , I b e l i e v e , 

i n l a t e '85, and I'm not f o r c e r t a i n on t h a t . 

And I'm not aware of when the F u l l S a i l 

No. 3 was d r i l l e d . 

Q Now you mentioned something about one of 

the reasons f o r a successful w e l l i n t h i s area i s to 

i n t e r c e p t one of these f r a c t u r e s . A l l of those four w e l l s 

are surrounding you. Did they have some s o r t of s t i m u l a t i o n 

to help i n t e r s e c t these f r a c t u r e s ? 

A Yes, t h a t ' s common p r a c t i c e i n the area, 

i s to f r a c the w e l l s . 

Q Okay. So making the w e l l come down on a 

f r a c t u r e i s not one of the c r i t e r i a i n d r i l l i n g a w e l l i n 

t h i s area. 

A Yes and no. You don't — one f r a c t u r e 

does not make a commercial w e l l . You r e a l l y need the major 

f r a c t u r e trend and f r a c t u r e system. I bel i e v e t h a t there's 
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probably small f r a c t u r e s throughout the area; however, t y i n g 

i n t o the main f r a c t u r e system, t h a t ' s the — t h a t ' s the hard 

p a r t . 

Q Okay. So you're b a s i c a l l y surrounded by 

we l l s t h a t are i n t e r c e p t i n g these zones, obviously, and 

they're producing on a l l four sides of you. 

A Yes, at v a r i a b l e r a t e s . Some are good 

producers and some are average and some are poor. 

Q Well, which ones are which? 

A Brown No. 1 i s an average producer f o r 

the f i e l d . 

The Loddy No. 1 I'm not f a m i l i a r w i t h be­

cause i t ' s p r e t t y much a brand new w e l l . 

I b e l i e v e the ET No. 1 i s an average 

w e l l , and I t h i n k the F u l l S a i l No. 3 i s on the low side of 

the producing, average producing w e l l s i n the area. 

Q But they're a l l commercial, are they not? 

A I guess they are t o Mr. McHugh. 

Q Would they be f o r Mesa Grande? 

A I don't know, depending on t h e i r cost and 

what he has estimated f o r the year. The reserves f o r some 

of those w e l l s based on the p r i c e , i t would depend on each 

i n d i v i d u a l w e l l ' s economics. 

Q We can probably p r e t t y much assume t h a t 

they are economical since McHugh considers them economical. 
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And you're r i g h t here i n the middle of 

them. 

A Well, I might say t h a t w i t h i n the 

Gavilan-Mancos Pool there are w e l l s t h a t are very good pro­

ducers and there's w e l l s t h a t are d i r e c t l y o f f s e t t i n g , even 

though they're spaced on 320 some of them are i n e f f e c t 160-

acre o f f s e t s and they're very poor producers; some of them 

w i l l not pay out. 

Q Are any of these w e l l s l i k e t h a t t h a t you 

described on t h i s map on E x h i b i t Six, t h a t had to be plugged 

and abandoned t h a t d i d n ' t pay out, or — 

A Well, none of the w e l l s i n the f i e l d have 

yet been plugged and abandoned. Some of them I'm aware of 

had the — have had the pumps p u l l e d o f f and moved t o other 

leases t h a t they're more commercial. 

But of the w e l l s located i n the Gavilan-

Mancos Pool on t h i s map, I b e l i e v e a l l of them are commer­

c i a l . 

Q Are there any unique s i t u a t i o n s or prob­

lems a r i s e d i n d r i l l i n g i n t h i s area? 

A The l o s t c i r c u l a t i o n t h a t I alluded to 

e a r l i e r i s — can be severe and i t can cost the operator a 

l o t both i n d r i l l i n g cost and i n u l t i m a t e production. You 

can have l o s t c i r c u l a t i o n from out of surface casing to TD 

i n any of the formations, and when you do experience l o s t 
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c i r c u l a t i o n i t u s u a l l y runs the r i s k of s t i c k i n g pipe and i f 

not handled p r o p e r l y or stuck severely, you could run the 

r i s k of l o s i n g the hole and l i k e w i s e , I mention t h a t i f you 

lose a l o t of c i r c u l a t i o n w i t h i n the productive i n t e r v a l , 

you run the r i s k of causing severe r e s e r v o i r damage and you 

w i l l not come up w i t h a producing w e l l , commercially produc­

t i v e w e l l . 

Q Are you f a m i l i a r w i t h any we l l s t h a t have 

been d r i l l e d i n t h i s area t h a t have had t h a t problem where 

they had t o be plugged and abandoned or — 

A Well, not on t h i s map, but i n 25, 2, and 

ins i d e the Gavilan-Mancos Pool, Southland Royalty d r i l l e d 

the H i l l Federal 2 and had t o — l o s t some pipe i n the hole 

and had to s k i d i t t o d r i l l the H i l l Federal 2-Y. 

Section 15 i n the southeast q u a r t e r , the 

Reading and Bates w e l l , which i s on t h i s map, i s known as 

the most expensive w e l l t o date i n the area. They had 

severe l o s t c i r c u l a t i o n problems and spent a l o t of money 

t r y i n g t o c o r r e c t t h a t and we don't know what the production 

i s on t h a t y e t . I t has not been f i r s t d e l i v e r e d , t h a t I'm 

aware o f . 

MR. STOGNER: Are there any 

other questions of t h i s witness? 

MR. CHAVEZ: Mr. Examiner. 

MR. STOGNER: Mr. Chavez. 
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QUESTIONS BY MR. CHAVEZ: 

Q Mr. Emmendorfer, what i s the geologic 

r i s k i n t h i s l o c a t i o n f o r t h i s w e l l ? I s i t very r i s k y geo­

l o g i c a l l y ? 

A Well, the hard t h i n g i s these f r a c t u r e s 

are had to q u a n t i f y from w e l l logs and we have a hard time 

p i c k i n g from a f t e r the w e l l i s d r i l l e d where the f r a c t u r e s 

are a c t u a l l y located w i t h i n the wellbore and l i k e w i s e , we 

have much harder time t r y i n g t o p r e d i c t before we d r i l l a 

w e l l as to where these f r a c t u r e s may be located i n produc­

t i v e h o r i zon. 

The s t r u c t u r e map i s used to show the d i p 

i n the area and l i k e I mentioned e a r l i e r i n my testimony, 

t h a t e s p e c i a l l y i n the south h a l f of 20 the change of d i p 

shows t h a t i t ' s f l a t t e n i n g out i n the area and there i s a 

p o s s i b i l i t y of not i n t e r s e c t i n g as many f r a c t u r e s . 

Q Well, does t h a t make i t higher r i s k than 

any of the other w e l l s surrounding i t ? 

A I don't know i f they're any higher r i s k 

or not. They're a l l high r i s k because of the f a c t t h a t you 

never know i f you're going to i n t e r s e c t a f r a c t u r e system 

u n t i l you d r i l l , complete, and s t a r t producing the w e l l . 

Q So there's no more r i s k i n t h i s w e l l than 

there i s i n the w e l l s t h a t are d r i l l e d around i t ? 
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A Probably not, no. 

Q Mr. Emmendorfer, i f t h i s hole was l o s t , 

l i k e Southland Royalty l o s t t h e i r w e l l , would i t be r e -

d r i l l e d ? 

A I t h i n k we would need to (unclear) of a 

drainage scenario from the o f f s e t t i n g w e l l s . I t h i n k we 

would have t o r e - d r i l l the w e l l . I assume you meant l o s t i n 

t h e i r respect i n t h a t they stuck pipe and had to — never 

were able t o complete the — the w e l l , i s t h a t c o r r e c t ? 

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

A I b e l i e v e we would have t o t r y t o r e -

d r i l l the w e l l . 

Q Do you mean t h a t t h i s w e l l doesn't take 

any more r i s k than perhaps the other w e l l s around i t , don't, 

under your AFE, don't you include some of t h a t r i s k i n there 

as f a r as concerns the mud costs and other costs f o r d r i l ­

l i n g ? 

A Yes, we do t o some ex t e n t , but t h a t ' s as­

suming t h a t everybody i s paying t h e i r — t h e i r f a i r share. 

I f we have t o c a r r y someone else's i n t e r e s t , then we are 

ta k i n g a d d i t i o n a l r i s k and the 200 percent t h a t we're asking 

f o r today has been granted t o Mesa Grande i n other w e l l s i n 

the area and t o other operators t h a t have d r i l l e d w e l l s i n 

the area, a l s o . 

Q Well, would you c a l l t h i s w e l l an edge 
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w e l l i n the pool, as some of the other w e l l s t h a t have been 

granted 200 percent penalty were? 

A The — some of the w e l l s t h a t we d r i l l e d , 

or we have gotten the 200 percent penalty are surrounded by 

producing w e l l s a l s o . 

Q How many w e l l s has Mesa Grande d r i l l e d i n 

t h i s pool? 

A Six, I b e l i e v e , i s the cu r r e n t number, 

s i x or seven. 

Q With t h a t amount of experience do you 

think, t h a t perhaps Mesa Grande may have a l i t t l e more con­

t r o l over l o s t c i r c u l a t i o n problems and these other types of 

te c h n i c a l problems t h a t occur i n d r i l i n g these wells? 

A Well, we — we always t r y to learn some­

t h i n g from every hole t h a t we d r i l l , but each hole i s an i n ­

d i v i d u a l w e l l . They're d i f f e r e n t and you can see t h a t i n 

a l l the other w e l l s . Some w e l l s have very minor amounts of 

l o s t c i r c u l a t i o n and some have massive q u a n t i t i e s of mud 

loss . 

MR. CHAVEZ: That's a l l the 

questions I have. 

MR. STOGNER: Are there any 

other questions of t h i s witness? 

I f not, he may be excused. 

Mr. H a l l , do you have anything 
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f u r t h e r ? 

MR. HALL: We have nothing f u r ­

ther . 

MR. STOGNER: Ms. Aubrey, do 

you have anything f u r t h e r i n t h i s case? 

MS. AUBREY: No, s i r . 

Mr. P a d i l l a ? 

( I n a u d i b l e ) . 

Does anybody else 

MR. STOGNER: 

MR. PADILLA: 

MR. STOGNER: 

have anything f u r t h e r i n Case Number 9035? 

I f not, t h i s case w i l l be taken 

under advisement. 

(Hearing concluded.) 
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C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY 

CERTIFY t h a t the foregoing T r a n s c r i p t of Hearing before the 

O i l Conservation D i v i s i o n (Commission) was reported by me; 

t h a t the said t r a n s c r i p t i s a f u l l , t r u e , and c o r r e c t record 

of the hearing, prepared by me t o the best of my a b i l i t y . 

I do 
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cert!?- that the foreaoing fs 
:'-: - in 

ihe L.;:.u. ir.er hearing of Case No. f0*£j 

heard by me 
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