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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED 
BY THE OIL CONSERVATION DIVISION 
FOR THE PURPOSE OF CONSIDERING: 

CASE NO. 10557 

APPLICATION OF HALLWOOD PETROLEUM, 
INC. FOR AN UNORTHODOX WELL 
LOCATION, SAN JUAN COUNTY, NEW 
MEXICO 

CERTIFICATE OF MAILING 

AND 

COMPLIANCE WITH ORDER R-8054 

W. THOMAS KELLAHIN, attorney i n f a c t and authorized 
representative of HALLWOOD PETROLEUM, INC., states t h a t the 
not i c e p r o v i s i o n s of D i v i s i o n Rule 1207 (Order R-8054) have been 
complied w i t h , t h a t Applicant has caused t o be conducted a good 
f a i t h d i l i g e n t e f f o r t t o f i n d the c o r r e c t addresses of a l l 
i n t e r e s t e d p a r t i e s e n t i t l e d t o receive n o t i c e , t h a t on AUGUST 25, 
1992, I caused t o be mailed by c e r t i f i e d mail r e t u r n - r e c e i p t 
requested n o t i c e of t h i s hearing and a copy of the a p p l i c a t i o n 
f o r the above referenced case along w i t h the cover l e t t e r , at 
le a s t twenty days p r i o r t o the hearing set f o r SEPTEMBER 17, 1992 
t o the p a r t i e s shown i n the a p p l i c a t i o n as evidenced by the 
attached copies of r e t u r n r e c e i p t cards, and t h a t pursuant t o 
D i v i s i o n Rule 1207, n o t i c e has been given a t the c o r r e c t 
addresses provided bi^emch r u l ( 

Thomas K e l l a h i n 



-. V. 

SENDER: i , \ •*&r-r.,m.i 
• Complete itemrl and/or 2 for additional services, ^ v — .cy.-r 
• Complete ftem|3^and 4a & h i ' - . V - ' - ' ^ i X ' 
• Print your narne and address on the reverse of this form so that we can 
return this card,to"you.: v 
• Attach this form to the front of the mailpiece, or on the back if space 
does not permit.';- -
• Write "Return Receipt Requested" on the mailpiece below the article number. 
• The Return Receipt Fee will provide you the signature of the person deliverec 
to and the date of delivery. 

1 also wish to receive the 
following services (for an extra 
fee): ; , _ 

1. • Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
3^Article Addressed to: 

M e r i d i a n O i l I n c . I, 
P .O . Box 4289 
F a r m i n g t o n , NM 87499 

4a. Article Number 

f 5SS~ S%% 3G 1 
3^Article Addressed to: 

M e r i d i a n O i l I n c . I, 
P .O . Box 4289 
F a r m i n g t o n , NM 87499 

4b. Service Type 
• Registered • Insured 

^ f c e r t i f i e d - ' , • COD ••" -• '• 
• Express Mail • Return Receipt for 

• Merchandise 

3^Article Addressed to: 

M e r i d i a n O i l I n c . I, 
P .O . Box 4289 
F a r m i n g t o n , NM 87499 

7. Date of Delivery :' 

5. Signature (Addressee) 8. Addressee's Address (Only if requested 
and fee is paid) 

6. Signatute. (Agent) A [ \ 

8. Addressee's Address (Only if requested 
and fee is paid) 

- — — —• .— -Rn v. U U I I I N • iv, rvc 1 u n n 1 

SENDER:,- *- a ; M : ^ - -' ^ ' * 3 s v 
• Complete items 1 and/or 2 for additional services. - ~ 
• Complete items 3, and 4a & b. "V, ^ 7 
• Print your nam/ and address on'the reverse of this form so that we can 
return this card ts you. 
• Attach this fonn to the front of the mailpiece, or on the back if space 
does not permit.'J 
• Write "Return/Receipt Requested" on the mailpiece below the article number. 
• The Return Receipt Fee will provide you the signature of the person delivered 

, I 'also,'wish-.to receive' the7 
following'services (for an extra 
fee): t i . . - . . 

1. • Addressee's Address . 

2. • Restricted Delivery 

3. Article Addressed to: 

R o b e r t C l i c k 
S u i t e 230 Pecan C r e e k ( 

3340 Meadow Road 
D a l l a s . ^ V Y 7 5 7 3 1 

— »> ^ - - * \ j , J 

4a. Article Number * 3. Article Addressed to: 

R o b e r t C l i c k 
S u i t e 230 Pecan C r e e k ( 

3340 Meadow Road 
D a l l a s . ^ V Y 7 5 7 3 1 

— »> ^ - - * \ j , J 

4b.' Service Type'* - • --v^+x:1*-' f 
• Registered - , - • Insured ft.; " I, 

^ C e r t i f i e d • COD | 
• Express Mail • Return Receipt for 

• •• • Merchandise 

3. Article Addressed to: 

R o b e r t C l i c k 
S u i t e 230 Pecan C r e e k ( 

3340 Meadow Road 
D a l l a s . ^ V Y 7 5 7 3 1 

— »> ^ - - * \ j , J 

7. Date of Delivery , 

=»8. Addressee's Address (Only if requested 
and fee is paid) ' 

6. Signature (Agent) 

=»8. Addressee's Address (Only if requested 
and fee is paid) ' 

, » u . o . „ r U . , » , - a , , « „ . U U M b S I I U K t l U n N R E C 

SENDER: ~ — " 
• Complete items 1 and/or 2 for additional services. 
• Complete items 3, and 4a & b. 
• Print your name and address on the reverse of this form so that we can 
return this card to you. 
• Attach this form to the front of the mailpiece, or on the back if space 
does not permit. 
• W l # 8 "Return Receipt Requested" on the mailpiece below the article number1 

• Thl Return Receipt Fee will provide you the signature of the person deliverec 
to an! the date of delivery. 

I also wish to receive the 
following services (for an extra 
fee): 

1. D Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
rticle Addressed to: 

Southland Royalty Co. 
Kent Beers 
P.O. Box 4289 
Farmington, NM 87499 

4a. Article Number-: 

4b.: Service Type 
• Registered • Insured 

^ b e r t i f i e d • COD 
• Express Mail • Return Receipt for 

Merchandise 
7. Date of Delivery 

5. Signature (Addressee) 8. Addressee's Address (Only if requested 
and fee is paid) 

*U.S,GPO: 1991-287-086 D O M F S T i r R F T I I R N D C r c i D T 
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NEW MEXICO OIL CONSERVATION DIVISION 

STATE LAND OFFICE BUILDING 

STATE OF NEW MEXICO 

CASE NO. 10557 

IN THE MATTER OF: 

The A p p l i c a t i o n of Hallwo o d P e t r o l e u m , 
I n c . , f o r an Unorthodox Coal Gas 
W e l l L o c a t i o n , San Juan County. 
New Mex i co. 

BEFORE: 

DAVID R. CATANACH 

H e a r i n g Examiner 

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

September 17, 1992 

REPORTED BY: 

CARLA DIANE RODRIGUEZ 
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 Mexico 

ORIGINAL 
RODRIGUEZ-VESTAL REPORTING 
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A P P E A R A N C E S 

FOR THE NEW MEXICO OIL CONSERVATION DIVISION 

ROBERT G. STOVALL, ESQ. 
General 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 
Post O f f i c e Box 2265 
Santa Fe, New Mexico 87504-2265 
BY: W. THOMAS KELLAHIN, ESQ. 

ALSO APPEARING: 

MR. ROBERT CLICK 

RODRIGUEZ-VESTAL REPORTING 
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I N D E X 

A p p e a r a n c e s 

WITNESSES FOR THE APPLICANT 

Page Number 

2 

ROBERT 0 1DONNELL 
E x a m i n a t i o n by Mr 
E x a m i n a t i o n by Mr 
E x a m i n a t i o n by Mr 

KATHLEEN VOLK 
E x a m i n a t i o n by Mr 
E x a m i n a t i o n by Mr 

K e l l a h i n 
C a t a n a c h 
S t o v a l l 

Ke11 ah i n 
C a t a n a c h 

14 
5 

19 
1 8 

19 
2 2 

C e r t i f i c a t e of R e p o r t e r 24 

E X H I B I T S 
Reference 

E x h i b i t No. 1 6 
E x h i b i t No. 2 7 
E x h i b i t No. 3 1 1 
E x h i b i t No. 4 1 2 
E x h i b i t No. 5 20 
E x h i b i t No. 5A 2 2 

RODRIGUEZ-VESTAL REPORTING 
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EXAMINER CATANACH: At t h i s t i m e w e ' l l 

c a l l Case 10557. 

MR. STOVALL: The a p p l i c a t i o n o f 

Ha l l w o o d P e t r o l e u m , I n c . , f o r an u n o r t h o d o x c o a l 

gas w e l l l o c a t i o n , San Juan County, New Mexico. 

EXAMINER CATANACH: Are t h e r e 

appearances i n t h i s case? 

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

Tom K e l l a h i n of t h e Santa Fe law f i r m of K e l l a h i n 

& K e l l a h i n , a p p e a r i n g on b e h a l f of H a l l w o o d 

P e t r o l e u m , I n c . , and I have two w i t n e s s e s . 

EXAMINER CATANACH: Any o t h e r 

appearances ? 

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 t o be 

sworn i n . 

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

MR. KELLAHIN: Mr. Examiner, I would 

a l s o l i k e t o i n t r o d u c e t o you, a l t h o u g h he's n o t 

a w i t n e s s , Mr. Robert C l i c k who i s i n t h e room. 

He's one o f the p a r t i c i p a n t s and a w o r k i n g 

i n t e r e s t owner i n t h e s e c t i o n , and i s 

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

th e c o a l gas w e l l . 

The a p p l i c a t i o n , Mr. Examiner, has been 

amended. J u s t about t h e t i m e we got t h i s f i l e d , 

RODRIGUEZ-VESTAL REPORTING 
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we had a s u r f a c e p r o b l e m w i t h an a r c h a e o l o g i c a l 

i s s u e on t h e s u r f a c e , and t h e l o c a t i o n has been 

moved. That r e q u e s t has a l r e a d y been p l a c e d on 

the Examiner's d o c k e t f o r t h e October 1 5 t h 

d o c k e t . 

We would l i k e t o go ahead and have Mr. 

O'Connell and Ms. V o l k t e s t i f y t o d a y w i t h r e g a r d s 

t o t h e amended l o c a t i o n , r e c o g n i z i n g t h a t i t w i l l 

a g a i n appear on t h e October 1 5 t h d o c k e t , and i f 

t h e r e ' s no o p p o s i t i o n , t h e n , we would l i k e t o be 

excused from b r i n g i n g them back. But t h e r e i s a 

change from t h i s d o c k e t , and Mr. O'Connell w i l l 

i d e n t i f y and e x p l a i n t h e change f o r you. 

EXAMINER CATANACH: Okay.. 

KEVIN E. O'CONNELL 

Having been f i r s t d u l y sworn upon h i s o a t h , was 

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

EXAMINATION 

BY MR. KELLAHIN: 

Q. For t h e r e c o r d , s i r , would you p l e a s e 

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

A. My name i s K e v i n E. O'Connell. I'm a 

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

Pet r o l e u m , I n c . 

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

RODRIGUEZ-VESTAL REPORTING 
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b e f o r e t h e O i l C o n s e r v a t i o n Commission? 

A. Yes, s i r . 

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

A. As a p e t r o l e u m e n g i n e e r , r e g i s t e r e d . 

Q. W i t h r e g a r d s t o t h i s a p p l i c a t i o n by 

your company, you have made an e n g i n e e r i n g , as 

w e l l as a g e o l o g i c r e v i e w of t h e l o c a t i o n o f a 

c o a l gas w e l l i n t h e B a s i n F r u i t l a n d Coal Gas 

Pool? 

A. Yes, s i r . 

Q. Having made t h a t r e v i e w and s t u d y , have 

you come t o e n g i n e e r i n g c o n c l u s i o n s about t h e 

optimum p l a c e i n w h i c h t o l o c a t e t h i s w e l l i n t h e 

s p a c i n g u n i t f o r S e c t i o n 24 of 32 N o r t h , 13 West? 

A . Yes, s i r . 

MR. KELLAHIN: We t e n d e r Mr. O'Connell 

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

EXAMINER CATANACH: Mr. O'Connell i s so 

q u a l i f i e d . 

Q. L e t me have you o r i e n t us as t o where 

we are i n t h e c o a l p o o l . I f y o u ' l l t u r n t o 

E x h i b i t 1 and i d e n t i f y t h a t f o r us? 

A. E x h i b i t No. 1 i s j u s t an o u t l i n e of t h e 

San Juan B a s i n and t h e F r u i t l a n d Coal a r e a . I ' v e 

i d e n t i f i e d w i t h a c i r c l e H a l l w o o d ' s q u o t e - u n q u o t e 

RODRIGUEZ-VESTAL REPORTING 
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La P l a t a Area, where we c u r r e n t l y have seven 

F r u i t l a n d Coal w e l l s . I t ' s i n t h e extreme 

n o r t h w e s t edge o f t h e b a s i n . 

E x h i b i t 1 i s j u s t a map t o o r i e n t you 

t o where we are i n t h e b a s i n i n t h e F r u i t l a n d 

Coal p l a y . I ' v e i d e n t i f i e d w i t h a c i r c l e 

H a l l w o o d 1 s a r e a . We j u s t c a l l e d i t q u o t e - u n q u o t e 

t h e La P l a t a Area. We're t h r e e and a h a l f m i l e s 

n o r t h e a s t of La P l a t a , New Mexico, a l o n g t h e 

P l a t a R i v e r and j u s t s o u t h of t h e C o l o r a d o , New 

Mexico s t a t e l i n e . But we are on t h e extreme 

n o r t h w e s t edge of t h e F r u i t l a n d Coal p l a y , 

o u t s i d e of t h e m a j o r i t y o f t h e a c t i v i t y . Our 

w e l l s a r e c u r r e n t l y about f i v e m i l e s f r o m any 

e x i s t i n g p r o d u c i n g c o a l w e l l s . 

Q. L e t ' s t u r n t o E x h i b i t No. 2. I d e n t i f y 

and d e s c r i b e t h i s d i s p l a y . 

A. E x h i b i t No. 2 i s a p o r t i o n of our 

l a r g e r s t r u c t u r e map. I t c o v e r s t h e n i n e - s e c t i o n 

a r e a s u r r o u n d i n g S e c t i o n 24 where we're 

r e q u e s t i n g t h e l o c a t i o n e x c e p t i o n i n t h e 

s o u t h e a s t q u a r t e r of S e c t i o n 24. 

I t ' s a s t r u c t u r e map on t h e base of t h e 

F r u i t l a n d C o a l , w h i c h i s t h e t o p of t h e P i c t u r e d 

C l i f f s . Two t h i n g s o f n o t e on h e r e . The l i n e s 

RODRIGUEZ-VESTAL REPORTING 
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shown on t h e r e a r e a f o u r - w e l l c r o s s - s e c t i o n t h a t 

w e ' l l d i s c u s s t h a t go fr o m s o u t h t o n o r t h , f r o m A 

t o A ' . 

I t goes t h r o u g h - - t h e f i r s t w e l l i s 

Hallwood's Montoya, 25-2, a F r u i t l a n d Coal w e l l . 

The n e x t w e l l i s Hal l w o o d ' s Montoya 25-1, a 

F r u i t l a n d Coal w e l l . I t comes up t h r o u g h 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 24 and p i c k s up a 

Dakota Mesaverde w e l l , and t h e n i t c o n t i n u e s on 

up i n t o t h e n o r t h e a s t q u a r t e r of S e c t i o n 24 t o a 

w e l l t h a t was P & A'd. Never produced. 

Q. When we l o o k a t S e c t i o n 24, are t h e r e 

c u r r e n t l y any c o a l gas w e l l s i n t h a t s e c t i o n ? 

A . No, s i r . 

Q. What i s t h e o r i e n t a t i o n of t h e 320 gas 

s p a c i n g u n i t t h a t y o u ' r e p r o p o s i n g f o r t h e w e l l ? 

A. I t would be a stand - u p 320, c o m p r i s i n g 

t h e e a s t h a l f of S e c t i o n 24, and t h a t i s 

c o n s i s t e n t w i t h t h e deeper e x i s t i n g 320 f o r t h e 

Mesaverde Dakota. 

The o t h e r t h i n g I wanted t o m e n t i o n on 

t h e r e , t h i s i s a r a t h e r u n u s u a l s t r u c t u r e map as 

we're g o i n g t o d i s c u s s more i n d e t a i l , b ut you 

can see t h e c o a l r i s e s t r e m e n d o u s l y a c r o s s 

S e c t i o n 24, and a c t u a l l y i n t h e f a r n o r t h w e s t 

RODRIGUEZ-VESTAL REPORTING 
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c o r n e r o f t h i s map i n S e c t i o n 14, t h e c o a l 

o u t c r o p s and i s s u r f a c e mined by BHP about two t o 

t h r e e m i l e s r o u g h l y f r o m where we're p r o d u c i n g . 

Q. The l o c a t i o n i s g o i n g t o n e c e s s i t a t e an 

e x c e p t i o n f r o m Rule 7 of t h e p o o l r u l e s because 

you a r e i n t h e wrong q u a r t e r s e c t i o n ? 

A. Th a t ' s c o r r e c t . The l e g a l l o c a t i o n 

w ould be i n t h e n o r t h e a s t q u a r t e r of S e c t i o n 24 

as p r e s c r i b e d by t h e c u r r e n t B a s i n F r u i t l a n d Coal 

f i e l d r u l e s . 

Q. Or, i n t h e a l t e r n a t i v e , i n t h e 

sou t h w e s t q u a r t e r ? 

A. Yes, s i r . 

Q. The o r i g i n a l l o c a t i o n of t h e w e l l on 

th e d o c k e t was 818 f e e t f r o m t h e s o u t h l i n e , 

1,099 from t h e ea s t l i n e , and t h a t now has been 

moved t o a s u r f a c e l o c a t i o n 947 f e e t f r o m t h e 

s o u t h l i n e and 800 f e e t f r o m t h e ea s t l i n e ? 

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

Q. So y o u ' r e s t i l l s t a n d a r d as t o t h e 790 

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

i n t h e wrong q u a r t e r s e c t i o n ? 

A. That's c o r r e c t . We j u s t had t o move 

about 175 f e e t t o t h e n o r t h e a s t due t o 

a r c h a e o l o g i c a l r e a s o n s . 
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Q. Does t h i s amended s u r f a c e l o c a t i o n now 

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

l i m i t a t i o n s f o r a p p r o v a l of t h i s l o c a t i o n ? 

A. Yes, s i r . 

Q. Why t h e s o u t h e a s t q u a r t e r and not one 

of t h e o t h e r q u a r t e r s e c t i o n s ? 

A. We f e e l , as w e ' l l d i s c u s s more i n 

d e t a i l , t h a t l i t e r a l l y because t h e c o a l i s , as we 

r e f e r r e d t o i t , i t ' s an elbow, i s r i s i n g so f a s t 

i n o u t c r o p , t h a t l i t e r a l l y as you go fr o m t h e 

s o u t h e a s t q u a r t e r of S e c t i o n 24 t o t h e n o r t h w e s t 

q u a r t e r , you go from p r o d u c t i v e c o a l t o 

n o n p r o d u c t i v e c o a l and a c t u a l l y go t h r o u g h t h e 

t r a p mechanism i n t h e F r u i t l a n d Coal h e r e . 

Q. What k i n d o f r a t e s are you a c h i e v i n g on 

the o t h e r w e l l s i n t h i s a r ea t h a t you o p e r a t e ? 

A. The c l o s e s t w e l l due s o u t h i n S e c t i o n 

25, t h a t Montoya 25-1 t h a t I r e f e r r e d t o i n t h e 

n o r t h e a s t q u a r t e r , i t was a r e c o m p l e t i o n t o t h e 

F r u i t l a n d C oal. I t ' s c u r r e n t l y p r o d u c i n g a t 

about 600 t o 700 Mcf a day, w i t h about 250 

b a r r e l s o f w a t e r . And t h e n t h e 25-1 w e l l i s 

making about 800 Mcf a day and 250 b a r r e l s o f 

w a t e r . 

Q. Are you s e e i n g any a p p r e c i a b l e change 
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i n t h o s e r a t e s over time? 

A. No. I n f a c t , our Montoya 25-1 w e l l up 

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

f l a t . We've seen no e v i d e n c e t o date o f what you 

c o u l d p i n p o i n t as D.^watering, as per normal c o a l 

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

o ver t i m e , between 250 and 400 b a r r e l s a day. 

Q. Let me have you c o n t i n u e w i t h y o u r 

j u s t i f i c a t i o n s f o r b e i n g i n t h e s o u t h e a s t q u a r t e r 

of t h e s e c t i o n , and have you now t u r n t o E x h i b i t 

No . 3 . 

A. E x h i b i t No. 3, because t h i s i s a r a t h e r 

complex area and l o o k i n g a t t h a t s t r u c t u r e map 

doesn't do complete j u s t i c e t o what we're t r y i n g 

t o i l l u s t r a t e , E x h i b i t No. 3 i s a 

t h r e e - d i m e n s i o n a l i n t e r p r e t a t i o n , t h a t was 

p r e p a r e d under my s u p e r v i s i o n , of what's 

p h y s i c a l l y h appening as you move t h r o u g h t h e 

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

T h i s would be l o o k i n g t o w a r d s t h e 

n o r t h w e s t c o r n e r of t h e s e c t i o n , or b a s i c a l l y you 

c o u l d t a k e t h a t o u t l i n e of t h a t c o a l t h e r e and 

t h a t would be, e s s e n t i a l l y , t h e s e c t i o n . 

We are p r o p o s i n g t o d r i l l i n t h e 

s o u t h e a s t , w h i c h i s b a s i c a l l y t h e same s t r u c t u r a l 

RODRIGUEZ-VESTAL REPORTING 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

22 

23 

24 

25 

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

but t h e n , t o t h e n o r t h w e s t of t h a t , t h e c o a l 

i n c r e a s e s t o about a 27-degree s l o p e . 

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

c o a l , b u t as you move up t h e l i m b of t h e c o a l you 

have c o m p a c t i o n t h a t has c l o s e d t h e f r a c t u r e 

system and a c t u a l l y p r o v i d e d t h e t r a p t h a t we 

know has t o e x i s t . O t h e r w i s e t h e r e would be no 

gas i n t h e c o a l , i t would have m i g r a t e d o ut 

t h r o u g h t h e a d j a c e n t o u t c r o p over g e o l o g i c t i m e . 

So we f e e l t h a t t h e c o a l j u s t becomes 

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

i n t h e n o r t h e a s t q u a r t e r , we would j u s t have a 

w e l l t h a t would p r o b a b l y o n l y produce 20 or 30 

Mcf a day and be a--would be t o o r i s k y o f a 

l o c a t i o n t o d r i l l and p r o b a b l y be t o o m a r g i n a l of 

a w e l l t o ever e c o n o m i c a l l y produce. 

Q. Does your proposed l o c a t i o n i n t h e 

s o u t h e a s t q u a r t e r p r o v i d e you t h e o p p o r t u n i t y t o 

t e s t f o r c o a l gas p r o d u c t i o n i n your s p a c i n g u n i t 

t h a t w i l l p u t you a t a p o i n t t h a t i s down 

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

A. Yes, and t h a t ' s what we t r i e d t o 

i l l u s t r a t e w i t h E x h i b i t 3 and a l s o E x h i b i t 4. 

Q. L e t ' s go t o E x h i b i t 4 and you have a 
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copy of t h a t on t h e h e a r i n g room w a l l , i f y o u ' l l 

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

p o i n t t h a t you want t o make? 

A. E x h i b i t 4 i s j u s t a s t r u c t u r a l 

c r o s s - s e c t i o n on t h e B a s i n F r u i t l a n d C o a l . 

A g a i n , as you move fr o m A t o A', whi c h i s s o u t h 

t o n o r t h , t h e f u r t h e s t w e l l on t h e l e f t i s our 

Montoya 25-2. I t was j u s t r e c e n t l y d r i l l e d i n 

J u l y and c o m p l e t e d . I t ' s now p r o d u c i n g a t , oh, 

a p p r o x i m a t e l y 800 Mcf a day and 250 b a r r e l s o f 

w a t e r . 

The n e x t w e l l i s t h e Montoya 25-1. I t 

was r e c o m p l e t e d i n 1989 and n o t produced u n t i l 

1991 due t o c o n s t r u c t i o n of an e v a p o r a t i o n pond, 

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

The t h i r d w e l l i s an e x i s t i n g Mesaverde 

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

t h e c o a l . And t h e n we've a l s o i l l u s t r a t e d our 

proposed l o c a t i o n because we're e s s e n t i a l l y 150 

t o 250 f e e t away from t h e e x i s t i n g w e l l . 

As you move t h r o u g h t h e l a s t w e l l , t h e 

f u r t h e s t w e l l on t h e r i g h t , t h e USA 1M, t h a t w e l l 

was d r i l l e d as a Dakota t e s t and d r y h o l e , and 

you can see t h e g r a p h i c i l l u s t r a t i o n of how h i g h 

and a b r u p t l y you come up on t h e s t r u c t u r e , about 
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800 f e e t , and t h e c o a l i s i l l u s t r a t e d t h e r e . 

And b a s i c a l l y t h a t d r y h o l e - - t h a t w e l l 

w ould c o n s t i t u t e a l e g a l l o c a t i o n , b u t , as we 

d i s c u s s e d , i t would be about 800 f e e t h i g h e r and 

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

Q. Summarize f o r us your c o n c l u s i o n s about 

t h i s l o c a t i o n , Mr. O'Connell. 

A. We f e e l , H a l l w o o d and i t s p a r t n e r s f e e l 

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

f e a s i b l e and e c o n o m i c a l l o c a t i o n f o r a c o a l w e l l 

t o be d r i l l e d i n t h e e n t i r e S e c t i o n 24. And 

t h a t ' s i t . A w e l l , i n our o p i n i o n , has t o be 

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

or one w i l l p r o b a b l y n o t be d r i l l e d i n t h i s 

s e c t i o n . 

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

e x a m i n a t i o n of Mr. O'Connell. We move t h e 

i n t r o d u c t i o n of h i s E x h i b i t s 1 t h r o u g h 4. 

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

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

EXAMINATION 

BY EXAMINER CATANACH: 

Q. The w e l l i n t h e n o r t h w e s t q u a r t e r of 

S e c t i o n 24, t h a t was d r i l l e d t o what f o r m a t i o n ? 

A. I t was a d u a l Mesaverde Dakota w e l l . 
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The n o r t h e a s t of 25? 

Q. N o r t h e a s t o f 24. 

A. That was d r i l l e d t o t h e Mesaverde. I t 

t e s t e d Mesaverde, and I t h i n k t h e y may have 

t e s t e d t h e PC, b u t i t was never produced. I t was 

a d r y h o l e . 

Q. You've examined t h e l o g s i n t h a t w e l l 

and you f e e l i t would be n o n p r o d u c t i v e i n t h e 

c o a l ? 

A. Yes, because we are up so h i g h t h a t t h e 

c o a l has g o t t o be t i g h t e r and p r o v i d e t h e 

t r a p p i n g mechanism. 

Q. There a re no f r a c t u r e s i n t h e c o a l when 

i t r e aches t h a t h e i g h t ? 

A. W e l l , t h e r e may be some f r a c t u r i n g , b ut 

somewhere between t h e proposed l o c a t i o n and t h e 

o u t c r o p t h e r e ' s g ot t o be a s e a l i n g of t h o s e 

f r a c t u r e s t o i n h i b i t t h e gas from f l o w i n g o ut t o 

th e F r u i t l a n d C oal. 

MR. STOVALL: You i n d i c a t e d i t was 

f o l l o w i n g i t s own t r a c k s r i g h t t o t h e s u r f a c e ? 

THE WITNESS: R i g h t . There would be no 

gas i n t h e F r u i t l a n d C oal. 

Q. What y o u ' r e e s s e n t i a l l y s a y i n g i s 

t h e r e ' s no p o r o s i t y or p e r m e a b i l i t y i n t h a t 
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n o r t h e a s t q u a r t e r ? 

A. Yeah, or t h a t i t would be so t i g h t i t 

would be n o n p r o d u c t i v e and noneconomical . 

Because some o f our o t h e r w e l l s , we have some 

w e l l s i n t h e s e c t i o n j u s t s o u t h of h e r e , and some 

of t h o s e o n l y s t a r t e d o ut a t 60 t o 80 Mcf a day 

w e l l s , and l u c k i l y t h e y have i n c r e a s e d a l i t t l e 

b i t and we've got m a r g i n a l w e l l s now. 

That ' s t h e prob l e m w i t h t h i s a r e a . 

They're n o t super e c o n o m i c a l l y a t t r a c t i v e w e l l s 

t o go a f t e r , and we f e e l t h a t i t w ould be t o o 

r i s k y t o go t h a t h i g h s t r u c t u r a l l y . We want t o 

s t a y a t t h e same b a s i c s t r u c t u r a l e l e v a t i o n as 

th e o t h e r w e l l s i n t h e f i e l d . 

Q. Have you a c t u a l l y been a b l e t o l o o k a t 

th e l o g on t h a t w e l l and o b t a i n e d some of t h e 

p r o p e r t i e s ? p e r m e a b i l i t y ? p o r o s i t y ? 

A. We c a n ' t g et p e r m e a b i l i t y . The 

p o r o s i t y t o o l s d on't work, per se, i n t h e c o a l . 

You can j u s t get a d e n s i t y l o g . I t ' s g ot 

comparable l o o k i n g c o a l , b u t we have no 

i n d i c a t i o n o f how t i g h t or p r o d u c t i v e i t c o u l d 

be . 

Q. So y o u ' r e , i n essence, j u s t e s t i m a t i n g 

t h a t t h a t ' s i n t h e area t h a t i t ' s s t a r t i n g t o 
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t i g h t e n up? 

A. Yes, because we're l i t e r a l l y o n l y - - a t 

t h a t p o i n t we're o n l y about a m i l e and a h a l f 

f r o m t h e mine. I n f a c t , where we s t a k e d t h e 

w e l l , you can s t a n d t h e r e and see t h e mine j u s t 

t o t h e n o r t h w e s t . 

MR. STOVALL: I s t h e mine t h e r e j u s t 

below t h e o u t c r o p ? I s t h a t where i t i s ? 

THE WITNESS: I t ' s a t t h e o u t c r o p . 

They're m i n i n g t h a t whole o u t c r o p t h e r e . BHP has 

a mine. 

MR. STOVALL: I s t h a t t h e new La P l a t a 

Mine? 

THE WITNESS: Yes, j u s t about f o u r 

m i l e s n o r t h o f La P l a t a , r i g h t near t h e s t a t e 

1 i n e . 

MR. STOVALL: Where t h e y b u i l t a whole 

new highway and a l l t h a t t o g e t down t o t h e power 

p l a n t , r i g h t ? 

THE WITNESS: Yes. And t h e y ' v e g o t t h e 

r a i l l i n e t h a t r u ns i n and o u t of t h e r e . 

Q. (BY EXAMINER CATANACH) Who o p e r a t e s 

t h e Mesaverde and Dakota i n t h e ea s t h a l f of t h a t 

s e c t i o n ? 

A. I n t h e s o u t h e a s t q u a r t e r s e c t i o n ? 
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Q. The w e l l i n t h e s o u t h e a s t q u a r t e r . 

A. That's Robert R. C l i c k . 

Q. Has your new l o c a t i o n been approved, as 

f a r as--has i t been c l e a r e d as f a r as 

a r c h a e o l o g i c a l and s u r f a c e ? 

A . Yes, s i r . 

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

t h a t ' s a l l I have a t t h i s p o i n t . 

MR. STOVALL: I do want t o ask one more 

que s t i o n . 

EXAMINATION 

BY MR. STOVALL: 

Q. A c t u a l l y where t h e y ' r e m i n i n g , can you 

see t h e s l o p e of i t i n t h e mine? 

A. I ' v e never p h y s i c a l l y been t o t h e mine, 

and t h e y ' v e - - You c a n ' t r e a l l y t e l l f rom a 

d i s t a n c e because t h e r e ' s j u s t , you know--

Q. You have l o t s o f d i r t around and a l l 

t h e o t h e r s t u f f ? 

A. Yes. But i t has t o be--

Q. I wondered i f you c o u l d see t h e 

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

A. No. I n f a c t , we have a l a r g e r map. 

That elbow or t h a t l i m b i s c o n f i r m e d because 

t h e r e ' s d r y h o l e s a l l around t h e r e , Mesaverde d r y 
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h o l e s and deeper w e l l s , and i t ' s w e l l - k n o w n t h a t 

o u t c r o p e x i s t s , and t h a t s l o p e has t o be 27 t o 30 

degrees. 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. O'Connell, one more q u e s t i o n . I s 

i t your o p i n i o n t h i s w i l l be t h e o n l y w e l l 

d r i l l e d i n S e c t i o n 24? 

A. Yes. I b e l i e v e , i n our d i s c u s s i o n s 

w i t h M e r i d i a n , who has t h e west h a l f , t h e y 

b a s i c a l l y s a i d t h e y have no i n t e r e s t i n t h e 

c o a l . I t ' s t o o r i s k y where t h e y ' r e a t , so, yes, 

I t h i n k so. 

EXAMINER CATANACH: Thank you. 

MR. KELLAHIN: C a l l a t t h i s t i m e Ms. 

K a t h l e e n V o l k . 

KATHLEEN VOLK 

Having been f i r s t d u l y sworn upon her o a t h , was 

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

EXAMINATION 

BY MR. KELLAHIN: 

Q. Would you p l e a s e s t a t e your name and 

occupat ion? 

A. My name i s K a t h l e e n V o l k . I'm t h e 

w e s t e r n d i s t r i c t l a n d manager f o r H a l l w o o d 
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P e t r o l e u m , I n c . , i n Denver. 

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

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

A. Yes, I have. 

Q. Pursuant t o your employment, a re you 

know l e d g e a b l e about t h e o w n e r s h i p of your s p a c i n g 

u n i t and t h e o w n e r s h i p of t h e w o r k i n g i n t e r e s t i n 

th e o f f s e t t i n g s p a c i n g u n i t s ? 

A. Yes, I am. 

MR. KELLAHIN: We t e n d e r Ms. V o l k as an 

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

EXAMINER CATANACH: Ms. V o l k i s so 

q u a l i f i e d . 

Q. Let me ask you t o t u r n t o what has been 

marked as E x h i b i t 5, and i d e n t i f y t h a t d i s p l a y 

f o r me. 

A. E x h i b i t No. 5 i s a map showing S e c t i o n 

24 i n t h e c e n t e r . The ea s t h a l f i s where 

H a l l w o o d has proposed t o p l a c e i t s u n o r t h o d o x 

w e l l l o c a t i o n . I n t h e s o u t h e a s t q u a r t e r i t 

i n d i c a t e s t h a t t h e o f f s e t owners t o our proposed 

s o u t h e a s t q u a r t e r l o c a t i o n a r e M e r i d i a n O i l , 

S o u t h l a n d R o y a l t y and Robert R. C l i c k and 

Hal l w o o d P e t r o l e u m , I n c . I haven't p u t t h a t on 

th e map, b u t Ha l l w o o d i s t h e o p e r a t o r t o t h e 
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s o u t h . 

Q. S e c t i o n 25, t h a t ' s Hallwood? 

A. Yes. 

Q. West h a l f of 24 i s M e r i d i a n ? 

A . Yes. 

Q. S e c t i o n 19 i s S o u t h l a n d R o y a l t y ? 

A. Yes. 

Q. What about S e c t i o n 30? 

A. I b e l i e v e S e c t i o n 30 i s a l s o S o u t h l a n d 

R o y a l t y . I don't t h i n k t h a t t h e y were n o t i f i e d , 

t h o u g h , under o u r s f o r S e c t i o n 30. 

Q. I d i d . 

A. Okay. I guess t h e y were. 

Q. I wanted you t o v e r i f y t h e o w n e r s h i p 

and n o t t h e n o t i f i c a t i o n . 

A. Okay. 

Q. So tho s e r e p r e s e n t a l l t h e o p e r a t o r s 

t h a t a r e o f f s e t t i n g t h e 160-acre t r a c t t h a t t h e 

w e l l w i l l be l o c a t e d i n ? 

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

Q. Have you had d i s c u s s i o n s w i t h M e r i d i a n 

or S o u t h l a n d w i t h r e g a r d t o any p o s s i b l e 

o b j e c t i o n t o t h e l o c a t i o n ? 

A. Yes, I have, and t h e y have s t a t e d t h a t 

t h e y do n o t have any o b j e c t i o n s , and I have a 
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l e t t e r t o t h a t e f f e c t . 

MR. STOVALL: Mr. Examiner, as we a l l 

know, M e r i d i a n and S o u t h l a n d a re t h e same p e o p l e ; 

i s n ' t t h a t c o r r e c t ? 

THE WITNESS: That i s c o r r e c t . 

B a s i c a l l y , t h e n o t i f i c a t i o n s were sent t o t h e 

same ad d r e s s . 

MR. KELLAHIN: Mr. Examiner, I move t h e 

i n t r o d u c t i o n of E x h i b i t 5, w h i c h i s t h e p l a t , 

E x h i b i t 5A i s my c e r t i f i c a t e of m a i l i n g of 

n o t i f i c a t i o n t o Mr. C l i c k , M e r i d i a n and t o 

S o u t h l a n d R o y a l t y Company. 

MR. STOVALL: I guess we can assume 

t h a t Mr. C l i c k has no o b j e c t i o n t o t h i s l o c a t i o n , 

i s t h a t f a i r t o say? 

MR. CLICK: Tha t ' s f a i r t o say, yes. 

MR. KELLAHIN: We move t h e i n t r o d u c t i o n 

of E x h i b i t s 5 and 5A. 

EXAMINER CATANACH: E x h i b i t s 5 and 5A 

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

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

e x a m i n a t i o n of Mrs. V o l k . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mrs. V o l k , j u s t one q u e s t i o n . The 
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r e l a t i o n s h i p between Robert C l i c k and H a l l w o o d i s 

what ? 

A. We're p a r t n e r s i n t h e d r i l l i n g or what 

we hope t o be t h e d r i l l i n g of t h e F r u i t l a n d Coal 

w e l l i n t h e s o u t h e a s t q u a r t e r of S e c t i o n 24. 

EXAMINER CATANACH: Okay. N o t h i n g 

f u r t h e r . I s t h e r e a n y t h i n g f u r t h e r i n t h i s case? 

MR. KELLAHIN: N o t h i n g f u r t h e r . 

EXAMINER CATANACH: There b e i n g n o t h i n g 

f u r t h e r , Case 10557 w i l l be t a k e n under 

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 c o n c l u d e d . ) 

Oil Conservation L'ivisior 
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