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EXAMINER CATANACH: C a l l t h e h e a r i n g t o 

o r d e r t h i s m o r n i n g f o r Docket No. 22-92. I ' l l go 

ahead and c a l l t h e c o n t i n u a n c e s f i r s t . Case 

10329 w i l l be c o n t i n u e d t o August 6. Case 10512 

w i l l be c o n t i n u e d t o August 6. 

[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 . ] 

Case 10513 w i l l be c o n t i n u e d f o r 60 

days , and I d o n ' t e x a c t l y know t h e d a t e when t h a t 

w i l l be. And Case 10507 w i l l be c o n t i n u e d t o 

August 6. 

And I u n d e r s t a n d t h e r e ' s nobody h e r e 

f r o m B a r b e r O i l ? Okay. W e ' l l go ahead and s k i p 

t h a t one f o r now. And w e ' l l c a l l Case 10486, 

a p p l i c a t i o n o f M e r i d i a n O i l , I n c o r p o r a t e d , f o r a 

h i g h a n g l e / h o r i z o n t a l d i r e c t i o n a l d r i l l i n g p i l o t 

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

o i l a l l o w a b l e , and s p e c i a l GOR a s s i g n m e n t s , San 

Juan County, New M e x i c o . 

T h i s case was o r i g i n a l l y h e a r d on June 

25 and c o n t i n u e d t o t h i s d a t e , I b e l i e v e , f o r 

p u r p o s e s o f n o t i c e . Mr. K e l l a h i n ? 

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

K e l l a h i n o f t h e Santa Fe law f i r m o f 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 o f t h e 
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a p p l i c a n t . Your u n d e r s t a n d i n g i s c o r r e c t . T h i s 

i s a p r e s e n t a t i o n we made back i n June on t h e 

B l a c k Diamond 20-1 w e l l . 

The o f f s e t t i n g o p e r a t o r t o one o f t h e 

4 0 - a c r e t r a c t s we b e l i e v e t o be Amoco. And i n 

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

have 50 p e r c e n t o f t h a t 4 0 - a c r e t r a c t . So we 

have c o n t i n u e d -- or l e f t open t h e case and 

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

I have c o m p l e t e d and p r o p o s e t o s u b m i t as E x h i b i t 

No. 8 t o t h i s case. 

EXAMINER CATANACH: E x h i b i t No. 8 w i l l 

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

Are t h e r e any a d d i t i o n a l a p p e a r a n c e s or 

t e s t i m o n y i n t h i s case a t t h i s t i m e ? 

There b e i n g none, Case 10486 w i l l be 

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

[And t h e p r o c e e d i n g s were c o n c l u d e d . ] 

I do hereby cer ri ify that tha foregoing is 

Oil Conservation Division 
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/ Ft OF, \ Q R f i - 1 7 7 9 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

5 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss . 

COUNTY OF SANTA FE ) 

I , Debbie V e s t a l , C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t 

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

t h e O i l C o n s e r v a t i o n D i v i s i o n was r e p o r t e d by me; 

t h a t I caused my n o t e s t o be t r a n s c r i b e d under my 

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

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

I FURTHER CERTIFY t h a t I am n o t a 

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

a t t o r n e y s i n v o l v e d i n t h i s m a t t e r and t h a t I have 

no p e r s o n a l i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f 

t h i s m a t t e r . 

WITNESS MY HAND AND SEAL JULY 24, 1992. 

DEBBIE VESTAL,RPR 
NEW MEXICO CSR NO. 3 

RODRIGUEZ-VESTAL REPORTING 
(50 5 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

16 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

23 

24 

2 5 

1 

NEW MEXICO O I L CONSERVATION D I V I S I O N 

The A p p l i c a t i o n o f M e r i d i a n O i l , I n c . , 
f o r a h i g h a n g l e / h o r i z o n t a l d i r e c t i o n a l 
d r i l l i n g p i l o t p r o j e c t , s p e c i a l 
o p e r a t i n g r u l e s t h e r e f o r , 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 , a s p e c i a l p r o j e c t 
o i l a l l o w a b l e , a n d s p e c i a l GOR 
a s s i g n m e n t , San J u a n C o u n t y , 
New M e x i c o . 

STATE OF NEW MEXICO 

CASE NOS . (

XT0 4 8 6/AND 10487 

I N THE MATTER OF: 

BEFORE: 

DAVID R. CATANACH 

H e a r i n g E x a m i n e r 

S t a t e L a n d O f f i c e B u i l d i n g 

J u n e 2 5, 199 2 

REPORTED BY: 

DEBBIE VESTAL 
C e r t i f i e d S h o r t h a n d R e p o r t e r 
f o r t h e S t a t e o f New M e x i c o 

RODRIGUEZ-VESTAL REPORTING 
( 5 0 5 ) 9 8 8 - 1 7 7 2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

18 

19 

20 

2 1 

22 

2 3 

24 

2 5 

A P P E A R A N C E S 

FOR THE NEW MEXICO OIL CONSERVATION DIVISION 

ROBERT G. STOVALL, ESQ. 
G e n e r a l Counsel 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

FOR THE APPLICANT: 

KELLAHIN, KELLAHIN & AUBREY 
Post O f f i c e Box 2265 
Santa Fe, New Mexico 87504-2265 
BY: W. THOMAS KELLAHIN, ESQ. 

RODRIGUEZ-VESTAL REPORTING 
f i Q a a — 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

16 

17 

1 8 

1 9 

20 

2 1 

22 

2 3 

24 

2 5 

3 

I N D E X 

Page Number 

Appearances 2 

WITNESSES FOR THE APPLICANT: 

1. JAMES HORNBECK 

E x a m i n a t i o n by Mr. K e l l a h i n 7 

E x a m i n a t i o n by Examiner Catanach 24 

2. ERIC BAUER 

E x a m i n a t i o n by Mr. K e l l a h i n 28 

E x a m i n a t i o n by Examiner Catanach 36 

3. ALAN ALEXANDER 

E x a m i n a t i o n by Mr. K e l l a h i n 39 

E x a m i n a t i o n by Examiner Catanach 44 

C e r t i f i c a t e o f R e p o r t e r 47 

RODRIGUEZ-VESTAL REPORTING 
I f i f l S l Q R f t - 1 7 7 9 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

16 

1 7 

1 8 

19 

2 0 

2 1 

2 2 

2 3 

2 4 

25 

4 

E X H I B I T S 

Page I d e n t i f i e d 

E x h i b i t No. 1 46 

E x h i b i t No. 2 12 

E x h i b i t No. 3 29 

E x h i b i t No. 4 20 

E x h i b i t No. 5 8 

E x h i b i t No. 6 13 

E x h i b i t No. 7 45 

RODRIGUEZ-VESTAL REPORTING 
( F tOFt \ Q R R - 1 7 7 9 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

13 

1 4 

1 5 

16 

1 7 

18 

19 

20 

2 1 

22 

23 

24 

25 

5 

EXAMINER CATANACH: C a l l t h e h e a r i n g 

back t o o r d e r and c a l l Case 10486. 

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

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

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

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

and a s p e c i a l GOR a s s i g n m e n t , San Juan County, 

New Me x i c o . 

EXAMINER CATANACH: Are t h e r e 

a p p e a r a n c e s i n t h i s case? 

MR. KELLAHIN: Yes, s i r . I'm Tom 

K e l l a h i n on b e h a l f o f K e l l a h i n , K e l l a h i n & 

Aubre y , a p p e a r i n g f o r M e r i d i a n O i l , I n c . 

Mr. Exam i n e r , we w o u l d r e q u e s t t h a t you 

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

case, w h i c h i s 10487. 

EXAMINER CATANACH: And we w i l l do j u s t 

t h a t . Can you c a l l 10487? 

MR. STOVALL: I s t h e r e any s i g n i f i c a n c e 

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

t h e d o c k e t t h i s t i m e ? 

T h i s i s a l s o t h e a p p l i c a t i o n o f 

M e r i d i a n O i l , I n c . , f o r a h i g h a n g 1 e / h o r i z o n t a 1 

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 

RODRIGUEZ-VESTAL REPORTING 
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o p e r a t i n g r u l e s t h e r e f o r , 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 , s p e c i a l p r o j e c t o i l a l l o w a b l e , 

and s p e c i a l GOR a s s i g n m e n t , San Juan County, New 

Mex i c o . 

EXAMINER CATANACH: Are t h e r e any 

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

You may p r o c e e d Mr. K e l l a h i n . 

MR. KELLAHIN: Mr. Examiner, i f y o u ' l l 

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

g a s - o i l r a t i o a s s i g n m e n t , t h a t i s no l o n g e r 

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

cases. 

I ' d l i k e t o c a l l Mr. Jim Hornbeck, Mr. 

Examiner. 

EXAMINER CATANACH: W i l l t h e w i t n e s s e s , 

p l e a s e , s t a n d and be sworn i n . 

[The w i t n e s s e s were d u l y s w o r n . ] 

MR. KELLAHIN: Mr. Examiner, I ' d l i k e 

t o p r e s e n t t h r e e w i t n e s s e s . Jim Hornbeck i s t h e 

f i r s t w i t n e s s ; he's t h e g e o l o g i s t ; E r i c Bauer i s 

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

o f t h e d r i l l i n g ; and A l a n A l e x a n d e r i s t h e 

1andman. 

JAMES HORNBECK 

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

RODRIGUEZ-VESTAL REPORTING 
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examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Hornbeck, w o u l d you, p l e a s e s t a t e 

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

A. My name i s J i m Hornbeck, James 

Hornbeck. And I'm a s e n i o r s t a f f p e t r o l e u m 

g e o l o g i s t w i t h M e r i d i a n O i l . 

Q. Mr. Hornbeck, on p r i o r o c c a s i o n s have 

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

D i v i s i o n ? 

A. Yes, I have. 

Q. D e s c r i b e f o r us i n a g e n e r a l way what 

was y o u r i n v o l v e m e n t i n t h e g e o l o g y f o r t h e B l a c k 

Diamond Com. 20-1 w e l l and t h e B l a c k Diamond 17-1 

w e l l ? 

A. I ' v e been t h e p r o j e c t g e o l o g i s t w i t h 

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

Q. What was t h e p u r p o s e o f y o u r p r o j e c t ? 

A. I t was t o d e l i n e a t e h o r i z o n t a l o i l 

t a r g e t s i n t h e San Juan B a s i n . 

Q. When we l o o k a t t h e s e two r e q u e s t s , 

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

A. I t i s t h e N i o b r a r a - G a 1 1 u p i n t e r v a l . 

Q. Have you as a g e o l o g i s t made a g e o l o g i c 

RODRIGUEZ-VESTAL REPORTING 
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e v a l u a t i o n o f t h e N i o b r a r a f o r b o t h o f t h e s e 

w e l I s ? 

A. Yes, I have. 

Q. And based upon t h a t s t u d y , have you 

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

A. Yes, I have. 

MR. KELLAHIN: We t e n d e r Mr. Hornbeck 

as an e x p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER CATANACH: Mr. Hornbeck i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) I'm g o i n g t o r e f e r 

t o t h e s e as t h e 20-1 and t h e 17-1 j u s t t o 

s h o r t h a n d so we can keep them s t r a i g h t . The 20 

r e f e r s t o a s e c t i o n number, does i t n o t ? 

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

Q. And t h e 17 i s a c o r r e s p o n d i n g s e c t i o n 

number a l l w i t h i n t h e same t o w n s h i p and range? 

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

Q. L e t ' s t u r n t o t h e f i r s t e x h i b i t book 

f o r t h e 1 7 - 1 . And p e r h a p s t h e p l a c e t o s t a r t i s 

w i t h t h e s t r u c t u r e map t h a t ' s b e h i n d t h e t a b f o r 

E x h i b i t 5. T h i s has g o t a l o t o f i n f o r m a t i o n on 

i t , b u t what I want you t o h e l p me do i s t o t a k e 

t h i s d i s p l a y and b e f o r e we t a l k about t h e 

s t r u c t u r e map, l e t ' s use i t as an a r e a map t o 

R O D R I G U E Z - V E S T A L R E P O R T I N G 
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h e l p t h e Examiner o r i e n t h i m s e l f as t o what 

y o u ' r e p r o p o s i n g t o do i n each o f t h e s e c t i o n s . 

A. Okay. 

Q. Help us f i n d S e c t i o n 17 t h a t ' s i n t h e 

r i g h t t o w n s h i p f o r t h e 1 7 - 1 . 

A. Bo t h t h e l o c a t i o n s f o r t h e h o r i z o n t a l 

— p r o p o s e d h o r i z o n t a l p i l o t p r o j e c t s a r e 

d e s i g n a t e d by a s t a r . 

MR. KELLAHIN: J u s t a m i n u t e , J i m . I 

c a n ' t hear o v e r t h e c o n f u s i o n i n t h e h a l l . 

Q . 17 . 

A. The s t a r i n S e c t i o n 17 i n t h e n o r t h w e s t 

c o r n e r o f Township 30 N o r t h , 15 West i n San Juan 

County i s t h e p r o p o s e d l o c a t i o n o f t h e 17-1 

w e l l . And on t h e c o r r e s p o n d i n g s t r u c t u r e map f o r 

t h e 2 0 - 1 , we see a s t a r r e d l o c a t i o n f o r t h e 

p r o p o s e d l o c a t i o n o f t h e 20-1 w e l l . 

Q. We can move two s e c t i o n s t o t h e s o u t h 

and f i n d — 

A. One s e c t i o n t o t h e s o u t h . 

Q. I'm s o r r y . One s e c t i o n t o t h e s o u t h . 

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

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

n o r t h w e s t e r n edge o f t h e San Juan B a s i n . T h i s 

s t r u c t u r e map i s c o n t o u r e d on t h e t o p o f t h e 
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G a l l u p i n t e r v a l i n t h e b a s i n . The c o n t o u r 

i n t e r v a l i s 100 f e e t . 

The c l o s e l y spaced s t r u c t u r e c o n t o u r s 

r u n n i n g a p p r o x i m a t e l y n o r t h e a s t - s o u t h w e s t t h r o u g h 

t h e v e r y n o r t h e a s t e r n edge o f t h i s t o w n s h i p 

i d e n t i f y t h e Hogback m o n o c l i n a l f l e x u r e and b o t h 

o f our w e l l s t h a t we're p r o p o s i n g a r e down i n t h e 

b a s i n p r o p e r where d i p s a r e on t h e range o f about 

2 d e g r e e s t o t h e due e a s t . 

Q. What a r e you t r y i n g t o t e s t w i t h t h e 

p i l o t p r o g r a m f o r each o f t h e s e two w e l l s w i t h a 

h o r i z o n t a l w e l l i n t h e N i o b r a r a i n t h i s p o r t i o n 

o f t h e b a s i n ? 

A. We w o u l d l i k e t o a t t e m p t t o t r y and 

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

g r a i n e d s a n d s t o n e e q u i v a l e n t o f a b e t t e r q u a l i t y 

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

p r o d u c t i v e t o t h e due n o r t h w e s t i n t h e 

H o r s e s h o e - G a l l u p f i e l d . 

i n t e r r u p t you j u s t t o g e t m y s e l f o r i e n t e d ? I see 

w a t e r f l o w down t h e r e . I s t h a t t h e PNM 

powe r p 1 a n t ? 

MR. STOVALL: Mr. K e l l a h i n , can I 

THE WITNESS That i s c o r r e c t , y e s . 

MR. STOVALL Where i s i t i n r e l a t i o n 
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t o y o u r p r o p o s e d w e l l ? 

THE WITNESS: The a c t u a l g e n e r a t i n g 

s t a t i o n i s i n t h e n o r t h e a s t c o r n e r o f S e c t i o n 

20. And t h e s u r f a c e m i n i n g o p e r a t i o n s f o r t h e 

F r u i t l a n d Coal w h i c h powers t h a t g e n e r a t i n g 

s t a t i o n a r e l o c a t e d on t h e o u t c r o p a b o u t due 

n o r t h - s o u t h f r o m S e c t i o n 9 down t h r o u g h about 

S e c t i o n 28. And t h e y a r e m i n i n g i n an e a s t e r l y 

d i r e c t i o n down-dip i n t o t h e b a s i n . 

MR. STOVALL: I n 30-15? 

THE WITNESS: T h a t ' s c o r r e c t , y e s , t h e 

same t o w n s h i p . So we a r e on t h e west o f t h a t 

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

MR. STOVALL: R i g h t between them and 

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

THE WITNESS: T h a t ' s c o r r e c t . R i g h t i n 

t h e r e . 

Q. (BY MR. KELLAHIN) Why i s M e r i d i a n 

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

p o r t i o n o f t h e b a s i n t o t e s t t h e N i o b r a r a ? 

A. W e l l , v e r t i c a l w e l l s d r i l l e d i n and 

amongst t h i s a r e a have d e t e r m i n e d t h a t t h e v e r y 

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

p r o d u c e s a t H o r s e s h o e - G a l l u p i s n o t p r e s e n t . And 

i n i t s p l a c e t h e r e i s a v e r y f i n e g r a i n e d , v e r y 
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low p e r m e a b i l i t y r e s e r v o i r t h a t has had shows o f 

o i l when e n c o u n t e r e d by t h e d r i l l b i t , b u t does 

n o t r e c o v e r s u i t a b l e amounts o f o i l t o make i t a 

v i a b l e v e r t i c a l t a r g e t . 

Q. Why t h e n t h e p o s s i b i l i t y o f a 

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

A. We'd l i k e t o see i f we can use t h e 

h o r i z o n t a l w e l l b o r e t e c h n o l o g y t o e f f e c t i v e l y 

p r o d u c e enough o i l on a 32 0 - a c r e s p a c i n g t o open 

t h i s a r e a up t o d i r e c t i o n a l d r i l l i n g and pr o d u c e 

r e s e r v e s a t t h e p r e s e n t t i m e t h a t a r e 

u n e c o n o m i c a l . 

Q. For t h e 17-1 l e t ' s t u r n t o t h e f i r s t 

d i s p l a y f o l l o w i n g E x h i b i t 2. When t h e w e l l was 

s t i l l i n t h e p l a n n i n g s t a g e , t h e i n i t i a l p l a n 

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

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

p o t e n t i a l l y encompassing f o u r d i f f e r e n t p o s s i b l e 

o r i e n t a t i o n s f o r t h e 3 2 0 - s p a c i n g u n i t ; r i g h t ? 

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

Q. As o f t o d a y ' s h e a r i n g , have you 

n a r r o w e d t h e c h o i c e s on w h i c h t o p r o p o s e t h e w e l l 

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

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

A. Yes, we have. We have c o n t i n u e d t o 
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work t h e e v a l u a t i o n o f t h e mechanics i n t h e 

r e s e r v o i r , and we have p r e t t y much d e t e r m i n e d 

t h a t our most l i k e l y a z i m u t h d i r e c t i o n w o u l d be 

due s o u t h e a s t w i t h i n S e c t i o n 17 as i s p o r t r a y e d 

on b o t h o f t h e montages on t h e w a l l , t h e e x h i b i t s 

t h e r e . 

We f e e l t h a t based on a d d i t i o n a l work 

our b e s t chance o f e n c o u n t e r i n g t h e b e s t 

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

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

s o u t h e a s t d i r e c t i o n i n S e c t i o n 17 and a l s o i n 

S e c t i o n 20 d r i l l i n g t o t h e n o r t h w e s t . 

Q. May we now l i m i t o u r a p p l i c a t i o n t h e n 

f o r a p p r o v a l o f a s p a c i n g u n i t f o r t h e west h a l f 

o f 17 f o r t h e 17-1 w e l l ? 

A. Yes. 

Q. L e t ' s p u r s u e t h a t now w i t h t h e 

h o r i z o n t a l d i s p l a y t h a t you've p u t on t h e w a l l . 

That i s a l a r g e r copy o f t h e e x h i b i t t h a t ' s 

c o n t a i n e d i n t h e e x h i b i t book f o l l o w i n g E x h i b i t 

6 . 

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

Q. I f y o u ' l l t a k e my p o i n t e r and go t o t h e 

1 7 - 1 , l e t ' s t a l k a b o u t t h a t e x h i b i t . What I'm 

a s k i n g you t o h e l p us f i n d i s , f i r s t o f a l l , 
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l e t ' s l o o k a t t h e t y p e l o g and have you h e l p us 

l o c a t e t h i s N i o b r a r a t h a t ' s t h e t a r g e t . 

A. A l l r i g h t . Our p r o j e c t e d t a r g e t w i t h i n 

t h e 17-1 w e l l i s what I have c a l l e d , maybe n o t 

v e r y c l e a r l y , t h e w a t e r f l o w zone. O b v i o u s l y we 

d o n ' t e x p e c t i t t o f l o w w a t e r , b u t g e o g r a p h i c a l l y 

i t ' s c l o s e t o w a t e r f l o w i n t h e San Juan B a s i n . 

So t h e N i o b r a r a s e c t i o n i s r i g h t h e r e . 

The g r o s s i n t e r v a l i s h e r e . And t h e p a r t i c u l a r 

pay t h a t we're g o i n g t o t a r g e t t h e most o f our 

w e l l b o r e i n i s a b a s a l sand w i t h i n t h i s w a t e r 

f l o w zone, w h i c h i s c o l o r e d i n and s t i p p l e d i n 

y e l l o w r i g h t h e r e . 

T h i s w e l l i s t h e H a r r i n g t o n No. 1 i n 

t h e n o r t h w e s t o f S e c t i o n 17. And i t i s l o c a t e d 

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

Q. What's t h e s t a t u s o f t h e H a r r i n g t o n 1? 

A. I t was p l u g g e d and abandoned p r o b a b l y 

15 y e a r s ago a f t e r p r o d u c i n g a s m a l l amount o f 

o i l . 

Q. And t h a t was p r o d u c t i o n o u t o f t h e 

G a l l u p ? 

A. Out o f t h e N i o b r a r a zone, y e s . 

Q. Okay. L e t ' s go t o t h e c e n t e r p o r t i o n 

o f t h e d i s p l a y and t h e upper s q u a r e t h e r e where 
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you have an a z i m u t h and you've g o t some c r o s s 

l i n e s . D e s c r i b e f o r us y o u r a n a l y s i s by w h i c h 

you have made a d e t e r m i n a t i o n o f t h e a z i m u t h f o r 

t h e we 1 1 . 

A. W e l l , I r e a l l y t h i n k i t w o u l d be t o 

b e t t e r f i r s t show t h i s c i r c u l a r compass d i r e c t i o n 

p l o t . And t h e o n l y e x i s t i n g f r a c t u r e o r i e n t a t i o n 

d a t a t h a t we have a t t h e p r e s e n t t i m e i s some 

c o a l c l e a t d i r e c t i o n a t t h e F r u i t l a n d Coal mines 

t h a t we were t a l k i n g a b o u t e a r l i e r i n t h e 

d i s c u s s i o n . 

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

F r u i t l a n d Coal i n t h a t p a r t i c u l a r m i n i n g 

o p e r a t i o n has a f a c e c l e a t d i r e c t i o n o f n o r t h , 43 

de g r e e s e a s t , e s s e n t i a l l y i n a n o r t h e a s t 

d i r e c t i o n . 

I n t h e San Juan B a s i n f a c e c l e a t 

d i r e c t i o n s have been used t o d e t e r m i n e t h e 

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

d i r e c t i o n . So we a r e assuming t h a t a t d e p t h we 

w i l l see a f r a c t u r e o r i e n t a t i o n t h a t w i l l be 

f a i r l y p a r a l l e l t o t h i s dashed o r i e n t a t i o n r i g h t 

t h e r e . 

Q. So t h e n what do you a c h i e v e i f y o u r 

d i r e c t i o n f o r y o u r h o r i z o n t a l w e l l i s as you've 
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d e s c r i b e d i t ? 

A. We g a i n t h e maximum a d v a n t a g e o f 

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

Q. A l l r i g h t . L e t me have you r e t u r n t o 

y o u r s e a t . 

A. [ C o m p l i e d . ] 

Q. L e t ' s t u r n now t o t h e 20-1 d i s p l a y and 

l o o k a t t h e i n f o r m a t i o n f o l l o w i n g E x h i b i t No. 2. 

That a p p l i c a t i o n o r i g i n a l l y i n c l u d e d an o p t i o n a l 

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

M e r i d i a n d e t e r m i n e d a d i r e c t i o n f o r t h i s w e l l so 

t h a t you can s e l e c t one o f t h e s e two o p t i o n s , o r 

do you s t i l l need t h e o p t i o n s ? 

A. Our most p r o b a b l e d i r e c t i o n o f d r i l l i n g 

t h e 20-1 w e l l w o u l d be t o t h e n o r t h w e s t i n t h e 

west h a l f a l l o c a t i o n o f S e c t i o n 20. 

Q. I s t h a t a commitment you d e s i r e t o make 

t o d a y , o r do you want t o r e t a i n t h e f l e x i b i l i t y 

o f making t h a t c h o i c e i n t h e f i e l d when you g e t 

r e a d y t o k i c k y o u r w e l l o f f ? 

A. We w i l l be r u n n i n g i n t h e w e l l d r i l l e d 

i n t h e s o u t h o f S e c t i o n 20 some a d d i t i o n a l 

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

an a d v a n t a g e i n d e t e r m i n i n g t h e p r e f e r r e d 

o r i e n t a t i o n o f t h a t w e l l b o r e . We w o u l d l i k e t o 
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keep open t h e two d i r e c t i o n s i n t h e w e l l i n 

S e c t i o n 20. 

Q. Okay. L e t ' s now have you go back t o 

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

c o n t a i n e d as E x h i b i t 6 i n t h i s e x h i b i t book f o r 

20 - 1 , and g i v e us y o u r e x p l a n a t i o n now as t o , 

f i r s t o f a l l , t h e l o c a t i o n o f t h e N i o b r a r a i n t h e 

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

a b o u t t h e o r i e n t a t i o n o f t h e a z i m u t h . 

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

p e n e t r a t e s t h e pay f o r t h e w e l l i n S e c t i o n 20 i s 

t h e New Mexico F e d e r a l L - l , w h i c h i s i n t h e 

n o r t h w e s t o f S e c t i o n 29 and i s p o s t e d — t h e 

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

S e c t i o n 20, t h i s b e i n g S e c t i o n 29 d i r e c t l y t o t h e 

s o u t h . There i s no w e l l b o r e i n S e c t i o n 20. T h i s 

i s t h e t y p e l o g . 

Q. You're l o o k i n g a t t h e c e n t e r p o r t i o n o f 

t h e d i s p l a y f o r t h e 2 0 - 1 . And w i t h i n t h e a r e a 

j u s t t o t h e s o u t h w e s t o f t h e s t a r t i n g p o i n t f o r 

t h e h o r i z o n t a l w e l l , you've l o c a t e d t h e gas w e l l 

symbo1? 

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

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

A. For t h e t y p e l o g , y e s . And t h i s w e l l 
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was d r i l l e d down t h r o u g h t h e e n t i r e N i o b r a r a 

s e c t i o n , and an a t t e m p t was c o m p l e t e d i n t h i s 

b a s a l T o c i t o sand b e f o r e t h e w e l l was "P&A'd" as 

n o n c o m m e r c i a l . 

And we a r e p r o p o s i n g t o d r i l l down and 

t e s t and e v a l u a t e i n our f e d e r a l — I'm s o r r y , i n 

220-1 w e l l t o examine t h e p o t e n t i a l o f an 

e x i s t i n g T o c i t o sand, as i s drawn h e r e on t h e 

r i g h t s i d e o f t h e w a l l d i s p l a y , p l u g back and 

t h e n go ahead and d r i l l o ur l a t e r a l a g a i n i n t h e 

w a t e r f l o w zone, w h i c h i s t h e upper T o c i t o 

e q u i v a l e n t a t H o r e s h o e - G a l l u p . 

Q. A l l r i g h t . The d r i l l i n g p r o g r a m i s 

s l i g h t l y d i f f e r e n c t between t h e two w e l l s , and 

w e ' l l g e t i n t o t h a t i n a m i n u t e . 

A. Okay. 

Q. When we l o o k a t t h e g e o l o g y , what you 

want t o r e t a i n f o r t h e 20-1 i s t h e f l e x i b i l i t y o f 

th e a l t e r n a t i v e s p a c i n g u n i t — 

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

Q. — d e p e n d i n g upon s u b s e q u e n t d a t a t o be 

d e r i v e d when you d r i l l t h e w e l l ? 

A. That i s c o r r e c t . We w i l l have t h e 

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

f r a c t u r e i d e n t i f i c a t i o n l o g , w h i c h w i l l o r i e n t 
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t h e f r a c t u r i n g and g i v e us a much c l e a r e r h a n d l e , 

a n o t h e r d a t a s e t t o u n d e r s t a n d t h e optimum 

d i r e c t i o n t o d r i l l t h e w e l l b o r e . 

And so we w o u l d most l i k e l y e x p e c t t o 

d r i l l t h e w e l l i n t h e n o r t h w e s t d i r e c t i o n , b u t 

p o s s i b l y based on t h e d a t a we d e t e r m i n e d f r o m t h e 

f r a c t u r e i d e n t i f i c a t i o n l o g , FMS d a t a , we 

p o s s i b l y m i g h t want t o r e o r i e n t somewhere i n t o 

S e c t i o n 20 t o t h e n o r t h e a s t . 

Q. Why i s M e r i d i a n p r o p o s i n g b o t h o f t h e s e 

w e l l s a t t h i s t i m e as p i l o t p r o j e c t s i n t h i s 

a r e a? 

A. W e l l , we j u s t w o u l d l i k e t o e v a l u a t e 

t h e pay t o see i t s p o t e n t i a l and j u s t d o n ' t t h i n k 

t h a t one w e l l w i l l p o s s i b l y p r o v e o r d i s p r o v e t h e 

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

Q. And w i t h two w e l l s t h e n you have a 

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

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

w e l l s ? 

A. Oh, yeah, a b s o l u t e l y . 

Q. When we l o o k a t t h e g e o l o g i c 

i n f o r m a t i o n i n b o t h o f t h e packages, a r e we 

l o o k i n g a t t h e same s t r u c t u r e maps w i t h s i m p l y 

h a v i n g you i d e n t i f y each w e l l ? 
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A. That i s c o r r e c t . 

Q. L e t ' s t a k e f o r a moment t h e i s s u e o f 

t h e s p a c i n g u n i t . And i f y o u ' l l t u r n w i t h me, 

I'm i n t h e e x h i b i t book f o r 2 0 - 1 . I t ' s b e h i n d 

E x h i b i t No. 4. 

A. Okay. 

Q. There's a s c h e m a t i c . D e s c r i b e f o r me 

f r o m y o u r p e r s p e c t i v e w h e t h e r o r n o t a 320 — I'm 

s o r r y . These a r e 160. What d i d we do here? I'm 

c o n f u s e d . 

A. Whi ch ones? 

MR. STOVALL: Do you want t o go o f f t h e 

r e c o r d f o r a second, Tom? 

MR. KELLAHIN: L e t me j u s t t a k e a 

second h e r e . 

Q. Okay. The N i o b r a r a d e d i c a t i o n o f 

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

you d e d i c a t e 320 a c r e s ? 

A. We a r e a s k i n g f o r t h a t , y e s . 

Q. W i t h o u t s p e c i a l a p p r o v a l f o r t h i s 

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 o r s p a c i n g u n i t , 

f o r a v e r t i c a l w e l l you w o u l d have 4 0 - a c r e 

spac i n g ? 

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

Q. D e s c r i b e f o r us what i t i s t h a t causes 
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you t o b e l i e v e t h a t a 3 2 0 - a c r e s p a c i n g u n i t i s an 

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

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

t h i s p i l o t p r o j e c t ? 

A. W e l l , h i s t o r i c a l l y i n t h i s t r e n d 

4 0 - a c r e s p a c i n g u n i t s w i t h v e r t i c a l w e l l s have 

been n o n c o m m e r c i a l . And we a r e s t r i v i n g t o t r y 

and a p p l y t h e h o r i z o n t a l w e l l b o r e t e c h n o l o g y t o 

i n t e r s e c t as many n a t u r a l f r a c t u r e s as we 

p o s s i b l y can, w h i c h w i l l a l l o w us t o p r o d u c e 

u l t i m a t e l y enough r e s e r v e s t o make a v i a b l e 

p r o j e c t . 

Q. A l l r i g h t . When you l o o k a t t h e h a l f 

s e c t i o n f o r e i t h e r 17 or 20, do you f i n d as a 

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

c o n t i n u i t y w i t h i n t h e N i o b r a r a so t h a t each o f 

t h e t r a c t s w i t h i n t h e 320, i f n o t a c t u a l l y 

i n t e r s e c t e d by t h e h o r i z o n t a l l a t e r a l , a r e g o i n g 

t o be i n a p o s i t i o n t o c o n t r i b u t e p r o d u c t i o n t o 

t h a t w e l l b o r e ? 

A. Yes, we b e l i e v e t h a t ' s t r u e . I ' v e 

mapped t h a t p a r t i c u l a r w a t e r f l o w pay t h r o u g h 

b o t h o f t h e s e d r i l l b l o c k s , and t h e r e ' s a n e t pay 

map i n c l u d e d h e r e i n t h e e x h i b i t s t h a t shows 

c o n t i n u i t y t h r o u g h t h e r e . 
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Q. L e t ' s s t a r t w i t h t h e c a r t o o n — 

A. Okay. 

Q. — b e h i n d E x h i b i t No. 4 and a t l e a s t 

s c h e m a t i c a l l y d e m o n s t r a t e t o us what y o u ' r e 

t r y i n g t o a c h i e v e w i t h t h i s h o r i z o n t a l w e l l t h a t 

you d o n ' t g e t w i t h a v e r t i c a l w e l l ? 

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

t h e c a r t o o n d e p i c t i o n i s j u s t t r y i n g t o show 

p r o b a b l y a r e p r e s e n t a t i o n o f t h e g e o l o g i c f a c t o r s 

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

t r y i n g t o p r o v e up h o r i z o n t a l t e c h n o l o g y i n . 

And a v e r t i c a l w e l l has a v e r y s l i g h t 

chance o f e n c o u n t e r i n g enough n a t u r a l f r a c t u r i n g 

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

c o m p l e t i o n . I t j u s t w i l l n o t be a s u c c e s s f u l 

v e n t u r e . 

The h o r i z o n t a l w e l l w i t h t h e p r o p e r 

o r i e n t a t i o n g i v e s us a chance t o c o n n e c t up 

enough f r a c t u r i n g t o d r a i n a 3 2 0 - a c r e d r i l l 

b l o c k . 

Q. When you f a c t o r i n t h e economics o r t h e 

c o s t o f t h e s e t y p e o f w e l l s , what i s t h a t 

component ? 

A. I t ' s a v e r y s t r a i g h t r e l a t i o n s h i p . A 

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

d o l l a r s . We're l o o k i n g r i g h t a t a m i l l i o n 

d o l l a r s t o d r i l l a h o r i z o n t a l w e l l b o r e and have 

i t hooked up and c o m p l e t e d and r e a d y t o p r o d u c e . 

So f o r a b o u t t w i c e t h e c o s t we're 

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

s u b s t a n t i a l l y more h y d r o c a r b o n s . 

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

de v e l o p m e n t o f t h e N i o b r a r a i n t h i s a r e a , t h e 

v e r t i c a l w e l l i s n o t g o i n g t o be an economic 

s u c c e s s ? 

A. There w i l l n o t be any v e r t i c a l w e l l s 

d r i l l e d o u t t h e r e f o r t h e N i o b r a r a . 

Q. I n o r d e r t o e x e r c i s e t h e o p p o r t u n i t y t o 

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

N i o b r a r a , t h e n a p p l i c a t i o n o f t h e h o r i z o n t a l 

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

A. I t ' s e s s e n t i a l . 

Q. L e t ' s go now t o t h e i s o p a c h t h a t you've 

j u s t r e f e r r e d t o . I t h i n k t h a t ' s f o u n d b e h i n d 

e x h i b i t t a b 5. I t ' s t h e second d i s p l a y . What 

a r e you sh o w i n g us her e ? 

A. T h i s i s a n e t i s o p a c h based on SP 

d e f l e c t i o n , w h i c h shows t h e t h i c k n e s s t h r o u g h 

b o t h S e c t i o n 20 and S e c t i o n 17. SP i s a w i r e 
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l i n e o p e n - h o l e l o g t h a t i n d i c a t e s p e r m e a b i l i t y i n 

a r e s e r v o i r . And we see c o n t i n u i t y o f t h e 

r e s e r v o i r s o f about between 15 and 20 f e e t i n 

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

Q. T u r n now t o t h e same d i s p l a y , w h i c h i s 

i n t h e 17-1 e x h i b i t package. I t ' s t h e second 

document c o n t a i n e d a f t e r e x h i b i t t a b 5. And 

d e s c r i b e t h a t one f o r us. 

A. I t ' s t h e same p a r a m e t e r s and same 

r e s p o n s e s , and i t ' s j u s t t h e mapping o f t h e pay 

t h r o u g h t h e n o r t h e r n s e c t i o n , S e c t i o n 17. 

Q. Have you l o c a t e d any g e o l o g i c 

l i m i t a t i o n s t h a t need t o be t a k e n i n t o 

c o n s i d e r a t i o n by t h e d r i l l i n g e n g i n e e r when he 

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

y o u r w e l l ? I s t h e r e a n y t h i n g t h a t makes t h e 

g e o l o g y u n u s u a l ? 

A . No . 

Q. Okay. 

A . No . 

MR. KELLAHIN: A l l r i g h t . That 

c o n c l u d e s my e x a m i n a t i o n o f Mr. Hornbeck, Mr. 

Examiner. 

EXAMINATION 

BY EXAMINER CATANACH: 
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Q. Mr. Hornbeck, b o t h o f t h e s e l o c a t i o n s 

a r e j u s t s o u t h o f t h e H o r s e s h o e - G a l l u p f i e l d ? 

A. No. Th e y ' r e a c t u a l l y s o u t h e a s t and 

i n t o t h e San Juan B a s i n . 

Q. How f a r away i n t e r m s o f m i l e s ? 

A. L e t me -- where i s t h a t -- okay. I 

f o u n d i t h e r e . You can see t h e e x t e n t o f 

H o r s e s h o e - G a l l u p p o o l by t h e c o n c e n t r a t i o n o f 

w e l l s r i g h t up t o and s l i g h t l y o n t o t h e Hogback 

i n T ownship 30 N o r t h and Range 16 West. That i s 

a l l p a r t o f t h e H o r s e s h o e - G a l l u p f i e l d . 

Now, t h a t f i e l d i s up on a g e o l o g i c a l l y 

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

P l a t f o r m . And what I have done i s mapped and 

c o r r e l a t e d t h a t pay down i n t o t h e deeper p a r t 

i n t o t h e a c t u a l San Juan B a s i n p r o p e r . And t h a t 

i s o u r t a r g e t . 

And i n answer t o y o u r q u e s t i o n , I'm 

s o r r y , we're p r o b a b l y t h r e e t o f o u r m i l e s t o t h e 

s o u t h e a s t o f t h e p r o d u c t i o n i n H o r s e s h o e - G a l l u p . 

Q. And you s a i d i t was a d i f f e r e n t 

p r o d u c i n g i n t e r v a l f r o m t h e H o r s e s h o e - G a l l u p t h a t 

y o u ' r e t a r g e t i n g h ere? 

A. I t i s one o f t h e two p r o d u c i n g 

i n t e r v a l s a t H o r s e s h o e - G a l l u p f i e l d . But t h e 
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e q u i v a l e n t zone a t t h e H o r s e s h o e - G a l l u p f i e l d i s 

much more p o r o u s and p e r m e a b l e and i s b e t t e r 

d e v e l o p e d . So t h e y a r e s t r a t i g r a p h i c a 1 1 y 

e q u i v a l e n t i n age, b u t t h e r o c k s we're l o o k i n g a t 

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

Q. Your t a r g e t i s t h e Upper T o c i t o ? 

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

Q. You s a i d t h a t was t h e b a s a l sand i n t h e 

N i o b r a r a ? 

A. I t ' s one o f t h e T o c i t o sands i n t h e 

N i o b r a r a . I t i s n o t t h e b a s a l T o c i t o . 

Q. As I u n d e r s t a n d i t , t h e r e a s o n t h a t 

M e r i d i a n w ants t o do a h o r i z o n t a l w e l l i s because 

o f t h e n a t u r e o f t h e f o r m a t i o n , t h e low 

p e r m e a b i l i t y and p o r o s i t y i n t h i s area? 

A. Yes. 

Q. But you do have i n f o r m a t i o n t h a t t h i s 

i n t e r v a l i s f r a c t u r e d n a t u r a l l y ? 

A. I n c o r e s t h a t have been c u t i n w e l l s 

d r i l l e d down i n t h e b a s i n where we have s t u d i e d 

t h e r o c k s e c t i o n , t h e r e have been i n t e r v a l s o f 

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

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

Q. I s i t my u n d e r s t a n d i n g t h a t i n S e c t i o n 

17 t h a t t h e p r o j e c t w i l l be c o n f i n e d t o S e c t i o n 
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17? I s t h a t my u n d e r s t a n d i n g ? 

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

Q. So you no l o n g e r a r e a s k i n g f o r 

a n y t h i n g i n S e c t i o n 18? 

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

Q. And t h a t w o u l d be t h e west h a l f o f 

S e c t i o n 17 — w o u l d be a l l you w o u l d be a s k i n g 

f o r ? 

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

Q. Okay. Has M e r i d i a n a t t e m p t e d a 

h o r i z o n t a l w e l l i n t h i s , n o t n e c e s s a r i l y i n t h i s 

a r e a , i n t h i s f o r m a t i o n i n t h e b a s i n ? 

A. Yes, we have. There have been numerous 

w e l l s d r i l l e d i n t h e N i o b r a r a s e c t i o n b o t h i n 

H u e r f a n o and our P i e d r e Lumbre, w h i c h was a d r y 

h o l e . T h i s i s our f i r s t a t t e m p t a t h o r i z o n t a l 

t e c h n o l o g y a p p l i c a t i o n on t h i s s i d e o f t h e 

b a s i n . 

A l l t h e i n t e r e s t has been t o t h i s d a t e , 

e x c e p t f o r one h o r i z o n t a l w e l l b o r e , t h e y ' v e a l l 

been d r i l l e d on t h e e a s t s i d e o f t h e b a s i n a l o n g 

t h a t f a i r w a y . And we a r e l o o k i n g a t t r y i n g t o 

open up t h i s s i d e o f t h e b a s i n t o a p p l i c a t i o n o f 

t h i s t e c h n o l o g y now. 

Q. How s u c c e s s f u l has M e r i d i a n been w i t h 
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t h e s e t y p e o f w e l l s ? 

A. We have one s u c c e s s i n t h e N i o b r a r a , 

w h i c h w o u l d be — I d o n ' t have t h e e x a c t number 

t h a t have been d r i l l e d i n t h e N i o b r a r a . I'm 

g o i n g t o guess we've d r i l l e d e i t h e r t h r e e or 

f o u r . Three? I b e l i e v e t h r e e . 

EXAMINER CATANACH: Okay. I b e l i e v e 

t h a t ' s a l l I have, Mr. K e l l a h i n . 

I f y o u ' l l excuse me f o r a m i n u t e . 

[A r e c e s s was t a k e n . ] 

ERIC BAUER 

H a v i n g 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. KELLAHIN: 

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

o c c u p a t i o n ? 

A. My name i s E r i c Bauer. I'm a D r i l l i n g 

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

Q. Mr. Bauer, on p r i o r o c c a s i o n s have you 

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

D i v i s i o n ? 

A. Yes, I have. 

Q. W i t h r e g a r d s t o t h e 20-1 and t h e 1 7 - 1 , 

what e n g i n e e r i n g f u n c t i o n s d i d you p r o v i d e ? 
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A. I was t h e d r i l l i n g e n g i n e e r o v e r b o t h 

p r o j e c t s f r o m t h e b e g i n n i n g . 

MR. KELLAHIN: We t e n d e r Mr. Bauer as 

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

EXAMINER CATANACH: Mr. Bauer i s so 

q u a 1 i f i ed. 

Q. (BY MR. KELLAHIN) L e t me have you t u r n 

t o t h e 17-1 e x h i b i t package, and l e t ' s l o o k a t 

th e i n f o r m a t i o n b e h i n d E x h i b i t 3. I f y o u ' l l t a k e 

a l o o k a t t h e second d i s p l a y , t h e d r i l l i n g p l a n ? 

A. R i g h t . 

Q. L e t ' s s t a r t w i t h t h a t w e l l and have you 

d e s c r i b e f o r t h e Examiner what M e r i d i a n p r o p o s e s 

t o do t o d r i l l and c o m p l e t e t h e w e l l . 

A. W e l l , Mr. Examiner, our g e n e r a l w e l l 

p l a n i s t o d r i l l a 14-3/4 i n c h h o l e t o 350 f o o t , 

a t w h i c h t i m e we w i l l s e t 10-3/4 i n c h c a s i n g and 

be s u r e t h a t our cement i s back t o s u r f a c e . 

From t h e r e w e ' l l c o n t i n u e d r i l l i n g w i t h 

mud 9-7/8 h o l e t o a measured d e p t h o f 4250 f o o t . 

And t h e n w e ' l l r u n some f r a c t u r e i d e n t i f i c a t i o n 

l o g s , b a s i c a l l y t h e FMS and a n o t h e r l o g g i n g 

sweet, t o h e l p d e t e r m i n e t h e a z i m u t h and 

f i n e - t u n e i t . 

The p l a n n e d a z i m u t h i n t h e No. 17 i s 
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153 d e g r e e s . T h a t ' s what t h e e x h i b i t s on t h e 

w a l l a r e based on, 153 d e g r e e s . But w i t h t h i s 

FMS d a t a we'd l i k e some f l e x i b i l i t y t o a d j u s t 

t h a t i f need be. 

Q. You p r o p o s e t o s t a y t h e n w i t h i n what 

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

west h a l f o f 17 f o r t h e l a t e r a l ? 

A. T h i s w o u l d be 3 3 0 - f o o t s e t b a c k s f r o m 

b o t h t h e s o u t h and t h e w e s t . As i l l u s t r a t e d i n 

t h e f i n a l page i n E x h i b i t 3, t h e r e ' s a p l a t . 

Q. Once you have p e n e t r a t e d t h e N i o b r a r a , 

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

N i o b r a r a w i l l comply w i t h t h e d r i l l i n g windows 

shown on t h i s d i s p l a y so t h a t t h e p r o d u c t i o n 

i n t e r v a l w i l l be s e t back f r o m t h e b o u n d a r y a t 

l e a s t 330 f e e t ? 

A. C o r r e c t . 

Q. And w i t h t h a t f l e x i b i l i t y t h e n you can 

t a k e a d v a n t a g e o f t h e a d d i t i o n a l d a t a t h a t h e l p s 

you f i n e - t u n e t h e a z i m u t h as you d r i l l ? 

A. Yes. 

Q. Complete y o u r d e s c r i p t i o n o f t h e w e l l 

p 1 an . 

A. A f t e r we have d e t e r m i n e d our a z i m u t h , 

f i n e - t u n e d i t , i f you w i l l , we p l a n t o r u n i n t h e 
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h o l e w i t h a b u i l d i n g a ssembly and b u i l d a t 12 

de g r e e s p e r 100 f o o t t o 80 d e g r e e s , w h i c h i s w i t h 

mud . 

We're a l s o g o i n g t o be r u n n i n g i t w i t h 

t h i s b u i l d i n g assembly an MWD and a gamma r a y 

t o o l so w e ' l l know our a z i m u t h and our 

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

o p e r a t i o n s a r e b e i n g done. 

At t h i s p o i n t we're g o i n g t o r u n i n t h e 

h o l e w i t h 7-5/8 i n c h c a s i n g and s e t t h a t c a s i n g 

a t 4318 measured d e p t h . And w e ' l l r u n a f t e r t h a t 

t i m e w i t h a s t e e r a b l e motor assembly, n o t t h e 

f i x e d a n g l e l i k e b e f o r e , and d r i l l o u t w i t h gas 

i n o ur t a r g e t zone a p p r o x i m a t e l y 4,000 f o o t . 

That w i l l be d r i l l e d t o a p p r o x i m a t e l y 90 

d e g r e e s . 

We're u s i n g t h i s a i r / m i s t s y s t e m . 

And t h a t s t e e r a b l e assembly i s a t 4-3/4 i n c h 

AK0. T h a t ' s d e s i g n a t e d on t h i s g e n e r a l w e l l 

p l a n . W e ' l l a l s o be r u n n i n g t h e gamma r a y and 

t h e MWD syst e m so w e ' l l know e x a c t l y where we a r e 

where -- or t h e w e l l b o r e i s a t a l l t i m e s . And 

w e ' l l a l s o be u t i l i z i n g a PDC b i t . 

Q. A f t e r you've d r i l l e d t h e w e l l how do 

you p r o p o s e t o c o m p l e t e i t f o r p r o d u c t i o n ? 
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A. We p r o p o s e t o r u n a 4-1/2 i n c h p l u g g e d 

and p e r f ' d l i n e r , and we w i l l n o t 

f r a c t u r e - s t i m u 1 a t e t h i s w e l l . What we p l a n t o do 

i s r u n i n w i t h a m i l l and t a k e o f f t h e p l u g s and 

t h e n f l o w t h e w e l l back. 

Q. Do you want t o d i s c u s s t h e p r o p o s e d 

d i r e c t i o n a l p l a n t h a t ' s shown j u s t ahead o f t h e 

d i s p l a y you've j u s t d i s c u s s e d ? 

A. Yes, I ' d l i k e t o . T h i s page on t h e 

E x h i b i t 3 i s my p r o p o s e d d i r e c t i o n a l w e l l p l a n . 

Some i m p o r t a n t p o i n t s on i t i s t h e 3651, w h i c h i s 

our k i c k o f f p o i n t . And y o u ' l l n o t i c e t h a t w e ' l l 

be b u i l d i n g a t a r a t e o f 12 deg r e e s p e r 100 

f o o t . 

Y o u ' l l a l s o n o t i c e t h a t t h e h a r d l i n e , 

t h e 330 s e t b a c k , i f you w i l l , i s i n c l u d e d i n 

t h a t . And we w i l l s e t p i p e t o 80 d e g r e e s , w h i c h 

i s our p l a n , t o make s u r e t h a t we a r e l e g a l 

i n s i d e o ur p r o d u c i n g f o r m a t i o n . 

Then we w i l l c o n t i n u e t h a t a f t e r t h a t 

80 d e g r e e s a t 4318 measure d e p t h and d r i l l o u t 

w i t h a i r a t a b u i l d r a t e o f a p p r o x i m a t e l y 2 

d e g r e e s p e r 100 f o o t t o 90 d e g r e e s f o r our t a r g e t 

zone. And our t a r g e t pay i s 16 f o o t t h i c k , w h i c h 

i s n o t e d on t h e r i g h t - h a n d s i d e o f t h e e x h i b i t . 
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And we w i l l c o n t i n u e d r i l l i n g a p p r o x i m a t e l y 4,000 

f o o t . 

Q. I f t h e w e l l i s s u c c e s s f u l and c a p a b l e 

o f o i l p r o d u c t i o n , a r e you r e q u e s t i n g an o i l 

a l l o w a b l e as b e i n g c o n s i s t e n t w i t h what t h e 

D i v i s i o n has p r e v i o u s l y g r a n t e d o t h e r o p e r a t o r s 

f o r h o r i z o n t a l w e l l s whereby you t o t a l up, i f you 

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

t h a t by t h e number o f s p a c i n g u n i t s , and t h a t 

becomes y o u r o i l a l l o w a b l e ? 

A. Yes, we a r e . 

Q. A n y t h i n g e l s e ? 

A. No, s i r . 

Q. A l l r i g h t . L e t ' s t u r n now t o t h e 20-1 

and l o o k a t E x h i b i t 3 and have you d e s c r i b e t h e 

g e n e r a l w e l l p l a n f o r t h e 20-1 w e l l s . 

A. Okay. The w e l l i n S e c t i o n 20, t h e 20-1 

i s v e r y s i m i l a r t o t h e 1 7 - 1 . I t has one ma j o r 

d i f f e r e n c e , and t h a t w o u l d be t h a t we p l a n t o 

d r i l l a v e r t i c a l h o l e t o a TD o f 4250 f o o t . And 

t h a t ' s where we w i l l be a n a l y z i n g our b a s a l 

T o c i t o . 

And a f t e r we've d r i l l e d our v e r t i c a l 

h o l e and a n a l y z e d o ur b a s a l T o c i t o , w e ' l l be 

d e t e r m i n i n g o ur a z i m u t h and b e d d i n g d i r e c t i o n 
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w i t h a g a i n t h a t same l o g g i n g sweet. W e ' l l p l u g 

back t o our k i c k o f f p o i n t and t h e n k i c k o f f w i t h 

our b u i l d i n g a ssembly as we d i d i n t h e 1 7 - 1 . 

Q. The e s s e n t i a l d i f f e r e n c e t h e n i s t h e 

d r i l l i n g o f t h e p i l o t h o l e ? 

A. C o r r e c t . 

Q. Why i s t h a t b e i n g p r o p o s e d f o r t h e 20-1 

w e l l and was n o t u t i l i z e d f o r t h e p r o p o s a l i n t h e 

17 w e l l ? 

A. I t i s my u n d e r s t a n d i n g f r o m t a l k i n g 

w i t h our team g e o l o g i s t , Mr. Hornbeck, t h a t t h e r e 

i s a much g r e a t e r chance o f e n c o u n t e r i n g t h e 

b a s a l T o c i t o zone i n S e c t i o n 20 t h a n t h e r e i s i n 

S e c t i o n 17. And we'd l i k e t h e o p p o r t u n i t y t o 

e v a l u a t e i t and see i f i t does e x i s t and i s 

r e s e r v o i r q u a l i t y . 

Q. I s y o u r p r o p o s a l f o r an a l l o w a b l e i n 

t h e 20-1 case t h e same a l l o w a b l e t h a t you w o u l d 

r e q u e s t b e i n g s e t f o r t h e 17 w e l l ? 

A. Yes, t h a t ' s t r u e . 

Q. A l l r i g h t . A n y t h i n g e l s e ? 

A. No, s i r . 

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

e x a m i n a t i o n o f Mr. Bauer. 

EXAMINER CATANACH: Mr. K e l l a h i n , i s i t 
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my u n d e r s t a n d i n g t h a t t h e s p e c i a l o i l a l l o w a b l e 

y o u ' r e r e q u e s t i n g w o u l d be e i g h t t i m e s t h e n o r m a l 

a l l o w a b l e ? 

MR. KELLAHIN: Yes, s i r . Uh-huh. The 

d e p t h - t o - b r a c k e t o i l a l l o w a b l e on a 4 0 - a c r e t r a c t 

w o u l d be e i g h t t i m e s t h a t number. 

EXAMINER CATANACH: I n p r e v i o u s o r d e r s 

I b e l i e v e t h e D i v i s i o n has a l s o s a i d t h a t t h e 

number o f s p a c i n g u n i t s t h a t were p e n e t r a t e d by 

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

MR. KELLAHIN: I need t o l o o k a t t h e 

o r d e r you j u s t d i d f o r t h e 218, H u e r f a n o 218. 

And I'm n o t s u r e o f t h e e x a c t l a n g u a g e t h a t 

you've used. 

I t ' s our d e s i r e , and based upon Mr, 

H o r n b e c k 1 s t e s t i m o n y , t o have a l l e i g h t o f t h o s e 

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

i n t o t h e p r o j e c t a l l o w a b l e because w h i l e t h e y — 

I guess t h e r e ' s two, t h e f a r n o r t h e a s t c o r n e r and 

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

n o t c u t by t h e l a t e r a l . But t h e y ' r e i n such 

c l o s e p r o x i m i t y t o t h e l a t e r a l t h a t i f i t ' s 

p r o d u c t i v e , t h e y ' r e g o i n g t o c o n t r i b u t e 

r e s e r v e s . And by c o n t r i b u t i n g r e s e r v e s t o t h e 

w e l l , we ou g h t t o b e n e f i t by h a v i n g an a l l o w a b l e 
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r e p r e s e n t e d by t h a t a c r e a g e . So t h a t ' s our 

p 1 an . 

EXAMINER CATANACH: And t h a t ' s y o u r 

r eques t ? 

MR. KELLAHIN: Yes, s i r . 

MR. KELLAHIN: The s p e c i a l g a s - o i l 

r a t i o i s d e l e t e d , as I t h i n k I m e n t i o n e d , and i t 

w o u l d be t h e s t a n d a r d 2000 t o 1 g a s - o i l r a t i o . 

We're n o t now s e e k i n g t h e e a r l i e r r e q u e s t , w h i c h 

was t h e 4500 t o 1. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Bauer, i n b o t h o f t h e s e w e l l s i n 

S e c t i o n 17 and 20, a r e you s u r e t h a t t h e y ' r e 

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

been p r o p o s e d ? 

A. Yes. 

Q. The s u r f a c e l o c a t i o n ? 

A. The s u r f a c e l o c a t i o n i s s t a k e d , and we 

ar e c u r r e n t l y f i l i n g r e g u l a t o r y f o r t h o s e 

l o c a t i o n s . They have been " a r c h e ' d " and a p p r o v e d 

by t h e BLM. We're j u s t w a i t i n g on an APD. 

MR. KELLAHIN: A r c h e o 1 o g i c a 1 a p p r o v a l . 

Q. (BY EXAMINER CATANACH) What i s t h e 

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

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

4,000 f o o t , as I i n d i c a t e d i n t h e g e n e r a l w e l l 

p l a n . At t h e b o t t o m o f t h e g e n e r a l w e l l p l a n s 

f o r b o t h w e l l s , t h e measured d e p t h o f t h e No. 20 

w o u l d be 8490 measured d e p t h . That w o u l d be our 

TD a t measured d e p t h . 

And f o r t h e 17, t h a t f i g u r e w o u l d be 

8089 f e e t . T h i s i s g o i n g t o v a r y . We w i l l s t a y 

l e g a l a t a l l t i m e s i n our f o r m a t i o n . I t v a r i e s a 

l i t t l e b i t w i t h how f a r we c o u l d go due t o our 

a z i m u t h i f we change i t w i t h t h e FMS. Our 

p r i m a r y l i m i t , o f c o u r s e , i s t h e 330 s e t b a c k . 

Q. I s 4,000 f e e t t h e maximum you can go? 

A. I b e l i e v e t h e f i g u r e was 4064 f e e t . 

Q. Okay. I n b o t h cases? 

A. No. One i s a l i t t l e s h o r t e r t h a n t h e 

o t h e r . The No. 17 i s 4,000 f o o t . And t h e No. 20 

i s a b o u t 3950 f o o t . 

Q. T h a t ' s assuming t h a t t h e y ' r e d r i l l e d i n 

t h i s d i r e c t i o n t h a t you've assumed? 

A. E x a c t l y . I want t o s t r e s s our 

p r i m a r y — a f t e r we p i c k o ur a z i m u t h and we w i l l 

know t h e whole t i m e d u r i n g d r i l l i n g o p e r a t i o n s 

where we a r e , our a z i m u t h and our i n c l i n a t i o n , 
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t h a t we w i l l r e m a i n l e g a l as p e r t h e r u l e s . 

Q. Okay. Have you been i n v o l v e d i n 

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

A. No, I have n o t . W e l l , I t a k e t h a t 

back. I have s a t on a c o u p l e w e l l s , b u t I have 

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

gone o u t and d r i l l e d them. 

Q. The p r o p o s e d d e s i g n , i s t h a t i n 

c o m p l i a n c e w i t h what M e r i d i a n has done i n t h e 

pas t ? 

A. I t ' s v e r y s i m i l a r t o P i e d r a Lumbre w e l l 

as w e l l as t h e H u e r f a n o U n i t 300, t h e o t h e r two 

N i o b r a r a w e l l s t h a t we have done. 

Q. Has t h e d r i l l i n g o p e r a t i o n been 

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

A. That r a t e — I c o r r e c t Mr. Hornbeck. I 

t h i n k i t ' s f i f t y - f i f t y . We have one p r o d u c i n g 

w e l l , t h e H u e r f a n o 300 and t h e P i e d r a Lumbre, as 

he i n d i c a t e d , i s a d r y h o l e o u t near Cuba. 

Q. But t h e d r i l l i n g i t s e l f has been 

s u c c e s s f u l — 

A. Bo t h cases t h e d r i l l i n g was 

s u c c e s s f u l . I'm s o r r y . 

EXAMINER CATANACH: I b e l i e v e t h a t ' s 

a l l I have o f t h e w i t n e s s . 
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MR. KELLAHIN: I c a l l Mr. Alexander. 

ALAN ALEXANDER 

H a v i n g 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. KELLAHIN: 

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

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

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

employed as a s e n i o r s t a f f landman w i t h M e r i d i a n 

O i l , I n c . , i n our F a r m i n g t o n , New M e x i c o , o f f i c e . 

Q. Mr. A l e x a n d e r , on b e h a l f o f y o u r 

company, have you made a r e v i e w o f t h e o w n e r s h i p 

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

th e o f f s e t t i n g o p e r a t o r s o r w o r k i n g i n t e r e s t 

owners t o y o u r two p r o j e c t s h ere? 

A. Yes, I have, 

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

as an e x p e r t p e t r o l e u m landman. 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (BY MR. KELLAHIN) Mr. A l e x a n d e r , l e t 

me have you t u r n t o t h e 20-1 w e l l f i r s t , i f you 

w i l l . L e t ' s l o o k a t t h e i n f o r m a t i o n b e h i n d 

e x h i b i t t a b No. 2. I n l o o k i n g a t S e c t i o n 20, 

what i s t h e o w n e r s h i p a r r a n g e m e n t i n S e c t i o n 20 
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f o r t h e w o r k i n g i n t e r e s t ? 

A. I n S e c t i o n 20 M e r i d i a n has — t h e 

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

b l o c k . And we're c u r r e n t l y d e a l i n g w i t h an owner 

i n t h e n o r t h e a s t q u a r t e r o f t h e s o u t h w e s t q u a r t e r 

t o c o m p l e t e t h e a r r a n g e m e n t of t h a t d r i l l b l o c k , 

a ssuming we a r e g o i n g t o d r i l l t h e w e l l on t h e 

west h a l f . 

Q. Have you t a b u l a t e d t h e o w n e r s h i p t h a t 

i s r e q u i r e d f o r n o t i c e p u r p o s e s f o r t h e h e a r i n g s ? 

A. Yes, I have. 

Q. When we l o o k a t S e c t i o n 20, have you 

d e t e r m i n e d w h e t h e r or n o t t h e r e i s any 

d i f f e r e n c e s between what i s d i s p l a y e d on t h i s 

e x h i b i t and what i s now known t o you a b o u t 

o w n e r s h i p ? 

A. Yes, t h e r e i s one v a r i a n c e t h a t we have 

j u s t n o t e d . We were i n c o n t a c t w i t h Amoco 

P r o d u c t i o n Company who owns some i n t e r e s t more 

p a r t i c u l a r l y i n t h e s o u t h e a s t q u a r t e r o f t h e 

s o u t h e a s t q u a r t e r o f S e c t i o n 20. 

They had -- i t was t h e i r b e l i e f t h r o u g h 

t h e i r t i t l e e x a m i n a t i o n t h a t t h e y had a l l o f t h e 

40 a c r e s l e a s e d when we c o n t a c t e d them. However, 

our more r e c e n t e x a m i n a t i o n o f t h a t t i t l e i n 
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w o r k i n g w i t h Amoco t o make a r r a n g e m e n t s f o r t h e i r 

a c r e a g e , we've l e a r n e d t h a t o n e - h a l f o f t h e 

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

e r r o r . 

And we c u r r e n t l y have a v a i l a b l e a l i s t 

o f t h o s e 20 a c r e s o f m i n e r a l owners w h i c h we 

p r o p o s e t o t h e Commission t h a t we r e a d v e r t i s e d t o 

t h o s e p a r t i e s t o c u r e our n o t i c e p r o b l e m w i t h 

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

MR. KELLAHIN: At t h i s p o i n t , Mr. 

Examiner, I ' d l i k e t o d e f e r t o Mr. S t o v a l l on 

w h e t h e r o r n o t t h a t i s n e c e s s a r y . I t a p p e a r s 

t h a t we have a g l i t c h i n our n o t i c e . Amoco 

b e l i e v e d t h a t t h e y were owner. We n o t i f i e d 

Amoco. Subsequent t i t l e work d e m o n s t r a t e s t h a t 

t h e y d i d n ' t have a l l o f t h e i n t e r e s t . 

And w-~ ' r»e p r e p a r e d t o c o n t i n u e and 

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

D i v i s i o n b e l i e v e s t h a t t h a t ' s r e q u i r e d . 

MR. STOVALL: T h i s i s i n t h e s o u t h e a s t 

o f 20? 

THE WITNESS: The s o u t h e a s t q u a r t e r o f 

t h e s o u t h e a s t q u a r t e r i s my u n d e r s t a n d i n g , y e s , 

s i r . 

MR. STOVALL: T h a t ' s t h e one where you 
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s t i l l want t o p r e s e r v e t h e o p t i o n t o go e i t h e r 

d i r e c t i o n ? 

THE WITNESS: C o r r e c t . 

MR. STOVALL: I t h i n k i t ' s a w i s e r 

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

t h o s e p a r t i e s . I'm assuming t h a t what y o u ' r e 

s a y i n g i s t h a t t h e f a i l u r e t o i d e n t i f y them was 

due t o t h e t i t l e work and n o t t h e l a c k o f t i t l e 

d o c u m e n t a t i o n on t h e i r p a r t ; i s t h a t c o r r e c t ? 

Somebody g o o f e d i n e x a m i n i n g t h e t i t l e ? 

MR. KELLAHIN: W e l l , i t was based upon 

our r e l i a n c e f r o m Amoco t h a t t h e y t h o u g h t t h e y 

owned i t a l l . 

MR. STOVALL: R i g h t . I u n d e r s t a n d 

t h a t . 

MR. KELLAHIN: I n c h e c k i n g b e h i n d t h a t 

we f o u n d o u t t h a t t h e y were m i s t a k e n . 

MR. STOVALL: I n o t h e r words, i t wasn't 

s u b s e q u e n t l y r e c o r d e d documents or s o m e t h i n g ? I t 

wasn't a l a t e r a c q u i r e d p r o p e r t y ? 

THE WITNESS: No, s i r . 

MR. STOVALL: I t h i n k y o u ' r e b e t t e r o f f 

g i v i n g n o t i c e t o them w i t h t h a t p a r t i c u l a r t r a c t 

t o e n s u r e t h a t you g e t t h e i r i n t e r e s t s i n i t and 

n o t s u b j e c t t h i s t o c h a l l e n g e a f t e r you've s p e n t 
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a m i l l i o n d o l l a r s d r i l l i n g a w e l l . 

MR. KELLAHIN: T h a t ' s what we're 

p r o p o s i n g t o do, Mr. Examiner. So su b s e q u e n t t o 

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

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

t o t h o s e p a r t i e s t h a t a r e now known t o us. 

Q. (BY MR. KELLAHIN) Other t h a n t h a t a r e 

you s a t i s f i e d t h a t you've c o n t a c t e d t h e 

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

A. Yes, I am w i t h r e g a r d t o b o t h w e l l s 

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

Q. And have you r e c e i v e d any o b j e c t i o n 

known t o you f r o m any o f t h o s e p a r t i e s n o t i f i e d ? 

A. We have n o t . 

MR. STOVALL: Mr. A l e x a n d e r , l e t me ask 

you a n o t h e r q u e s t i o n t h e n . Those p a r t i e s , 

a s suming you do an e a s t h a l f w e l l , have n o t 

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

t h e y ? 

THE WITNESS: No, s i r . We w o u l d 

n e i t h e r c o n t r a c t u a l l y a r r a n g e f o r t h e i r j o i n d e r 

i n t h e w e l l , o r we w o u l d come back b e f o r e t h e 

Commission and a r r a n g e f o r j o i n d e r i n t h e w e l l . 

MR. STOVALL: I d e f i n i t e l y t h i n k you 

need t o n o t i f y them t h e n . 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



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 

19 

20 

2 1 

22 

2 3 

24 

2 5 

44 

MR. KELLAHIN: L e t ' s t u r n now t o 

i d e n t i f y t h e n o t i c e r e q u i r e m e n t s on t h e 1 7 - 1 , 

E x h i b i t No. 2. 

MR. STOVALL: H o l d on j u s t a second. 

[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 . ] 

Q. (BY MR. KELLAHIN) On 17-1 b e h i n d 

E x h i b i t No. 2, have you i d e n t i f i e d t h e 

a p p r o p r i a t e p a r t i e s t o n o t i f y and cause 

n o t i f i c a t i o n s t o be i s s u e d ? 

A. Yes, s i r , I have. 

Q. And a g a i n no o b j e c t i o n f r o m anybody 

t h a t y o u ' r e aware o f ? 

A. We have n o t r e c e i v e d any o b j e c t i o n s . 

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

e x a m i n a t i o n o f Mr. A l e x a n d e r . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. A l e x a n d e r , w i t h r e g a r d s t o S e c t i o n 

20, you s a i d you were n e g o t i a t i n g w i t h a n o t h e r 

p e r s o n i n a n o t h e r 4 0 - a c r e u n i t ? 

A. Yes, s i r . I n t h e n o r t h e a s t q u a r t e r o f 

t h e s o u t h w e s t q u a r t e r , t h e r e i s an e n t i t y known 

as EP O p e r a t i n g , and we a r e c u r r e n t l y n e g o t i a t i n g 

w i t h t h o s e p e o p l e f o r t h e i r i n t e r e s t . 

Q. How do t h o s e n e g o t i a t i o n s l o o k ? 
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A. V e r y f a v o r a b l e . 

Q. So y o u ' r e p r e t t y c o n f i d e n t t h a t you 

w i l l p i c k up t h a t t r a c t ? 

A. Yes, s i r , e i t h e r t h a t or we w i l l 

a r r a n g e f o r t h e i r p a r t i c i p a t i o n i n t h e w e l l one 

way or t h e o t h e r . 

Q. W i t h r e g a r d s t o S e c t i o n 17, does 

M e r i d i a n c o n t r o l t h e west h a l f e n t i r e l y ? 

A. Yes, s i r , we do. I t ' s a s i n g l e f e d e r a l 

l e a s e . 

EXAMINER CATANACH: I b e l i e v e t h a t ' s 

a l l I have. 

MR. KELLAHIN: Mr. Examiner, E x h i b i t 8 

i n each case i s our A f f i d a v i t o f M a i l i n g . 

MR. STOVALL: What's E x h i b i t 7? 

THE WITNESS: I t ' s 7 . 

MR. KELLAHIN: How come I have an 

E x h i b i t 7 t a b ? 

MR. STOVALL: At f i r s t I was t h i n k i n g 

i t was j u s t my book t h a t you d e l e t e d t h e n I 

d i s c o v e r e d i t was a l l o f them. 

THE WITNESS: We d i d n ' t i n c l u d e 

a n y t h i n g b e h i n d 7. 

MR. KELLAHIN: I s t a n d c o r r e c t e d . 

W e ' l l make t h o s e 7, i f you p l e a s e , w i t h t h e 
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c e r t i f i c a t e s . We move t h e i n t r o d u c t i o n o f 

E x h i b i t s 1 t h r o u g h 7 i n each case. 

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

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

And we're c o n t i n u i n g 10486 f o r what 

p e r i o d o f t i m e ? 

MR. STOVALL: Four weeks. 

MR. KELLAHIN: I t ' s g o i n g t o have t o be 

t h e 2 3 r d o f J u l y b e f o r e we can f i x t h e n o t i c e . 

MR. KELLAHIN: T h a t ' s o n l y i n Case 

10486. 

EXAMINER CATANACH: 87 i s a l l r i g h t ? 

MR. KELLAHIN: Yes. 

EXAMINER CATANACH: J u s t so we d o n ' t 

make any m i s t a k e s i n t h e s e o r d e r s , Mr. K e l l a h i n , 

c o u l d you g i v e me some rou g h s ? 

MR. KELLAHIN: Yes, s i r , I ' d be happy 

t o . 

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r , Case 10486 w i l l be c o n t i n u e d t o t h e J u l y 

23 h e a r i n g and Case 10487 w i l l be t a k e n under 

a d v i sement. 

[And t h e p r o c e e d i n g s were c o n c l u d e d . ] 

1 do hereby certify that the foregoing is 
a complete record of the proceedings in 
the Examinerhearinq of Case No. /&/2hJ 1 

heard by me %n , 7V(>e cPX 19 9<s> * 

— ^ J ^ 2 ^ ^ ^ ^ " ^ - Examiner 
Oil Conservation Division 
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