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

back to order at t h i s time and c a l l Case 10558. 

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

Meridian O i l , I n c . , for an unorthodox 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 there 

appearances i n t h i s c a s e? 

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

K e l l a h i n of the Santa Fe law f i r m of K e l l a h i n and 

K e l l a h i n , appearing on be h a l f of the A p p l i c a n t , 

and I have t h r e e w i t n e s s e s to be sworn. 

MR. CARR: May i t p l e a s e the Examiner, 

my name i s W i l l i a m F. Ca r r with the Santa Fe law 

fi r m Campbell, C a r r , Berge & Sheridan. I would 

l i k e to ente r my appearance on behalf of Amoco 

Production Company. 

Amoco submitted a l e t t e r y e s t e r d a y and 

asked i t be i n c l u d e d i n the case f i l e . Other 

than t h a t , I do not int e n d to c a l l any 

wi t n e s s e s . 

EXAMINER CATANACH: I see. Do we have 

that l e t t e r i n the case f i l e ? 

MR. CARR: I have a message t h a t i t was 

faxed y e s t e r d a y . 

EXAMINER CATANACH: I do not have the 
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l e t t e r i n t h e case f i l e . 

MR. CARR: Would you l i k e a copy of t h e 

l e t t e r t o p u t i n t h e case f i l e ? 

EXAMINER CATANACH: Sure. 

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

MR. KELLAHIN: I would l i k e t o c a l l Mr. 

A l a n A l e x a n d e r . 

ALAN ALEXANDER 

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

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

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. A l e x a n d e r , 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 A l a n A l e x a n d e r . I'm 

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

th e F a r m i n g t o n , New Mexico o f f i c e . I'm a s e n i o r 

s t a f f landman. 

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 

i n t h a t c a p a c i t y b e f o r e t h e O i l C o n s e r v a t i o n 

D i v i s i o n ? 

A. Yes, I have. 

Q. Pu r s u a n t t o your employment, have you 

made y o u r s e l f k n o w l e d g e a ble about t h e o w n e r s h i p 

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

A . I have. 

Q. I n a d d i t i o n , are you g e n e r a l l y informed 

on the p r o r a t i o n and s p a c i n g u n i t s and the 

unorthodox w e l l l o c a t i o n s t h a t have been approved 

by the D i v i s i o n for o t h e r s w i t h i n t h i s a r ea? 

A. Yes. 

MR. KELLAHIN: We tender Mr. Alexander 

as an expert petroleum landman. 

EXAMINER CATANACH: Mr. Alexander i s so 

q u a l i f i e d . 

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

the package of Meridian's e x h i b i t s . Commencing 

with the documents a f t e r E x h i b i t Tab 1, would you 

i d e n t i f y and d e s c r i b e those documents? 

A. Yes. The f i r s t document i s Meridian's 

a p p l i c a t i o n for approval of t h i s unorthodox w e l l 

l o c a t i o n for our EPNG D Com No. 301 w e l l . 

Attached to t h a t a p p l i c a t i o n are e x h i b i t s which 

show the n i n e - s e c t i o n a r e a through a land p l a t . 

E x h i b i t A and E x h i b i t B i s the o f f s e t operator 

p l a t t h a t was a t t a c h e d to the e x h i b i t . 

Q. L e t ' s t u r n to the i n f o r m a t i o n behind 

E x h i b i t Tab No. 2, and d i s c u s s your knowledge 

about the o f f s e t t i n g ownership of c o a l gas r i g h t s 
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that a d j o i n your s p a c i n g u n i t . 

When we look at the d i s p l a y which i s 

the only d i s p l a y behind E x h i b i t Tab No. 2, what 

are we looking a t ? 

A. We're looking at an o f f s e t operator 

p l a t which shows th a t the o f f s e t o p e r a t o r s 

surrounding our proposed w e l l b o r e i n c l u d e 

Meridian and Amoco Production Company. 

Q. When you look at the address for Amoco 

Production Company, before Mr. S t o v a l l spots i t , 

we've got some typos i n t h e r e , don't we? 

A . Yes, we do. 

Q. We m i s s p e l l e d production and m i s s p e l l e d 

Denver ? 

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

Q. But we've got the p a r t i e s r i g h t , don't 

we ? 

MR. STOVALL: What about the "0" i n 

fr o n t of the 800? 

Q. When you look at the S e c t i o n 30 p l a t , 

what i s the proposed s p a c i n g u n i t for what i s 

i d e n t i f i e d as EPNG D Com 301 w e l l ? What's the 

spac i n g u n i t ? 

A. The sp a c i n g u n i t f o r tha t w e l l i s the 

north h a l f of S e c t i o n 36 of 30 North and 8 West. 
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Q. The numbering o f f s e t t i n g s p a c i n g u n i t s 

correspond to e i t h e r Meridian's o p e r a t o r s h i p or 

Amoco's o p e r a t o r s h i p ? 

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

Q. And you caused n o t i f i c a t i o n of t h i s 

h e a r i n g to be sent to Amoco? 

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

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

E x h i b i t Tab No. 3 and look at the f i r s t document, 

which i s an a r e a p l a t of S e c t i o n 36 i n the 

c e n t e r . The d i s p l a y i s complicated, and give us 

a second to see the i n f o r m a t i o n . S t a r t , f i r s t of 

a l l , and t e l l us what the v a r i o u s w e l l symbols 

mean i n terms of the type of w e l l i n d i c a t e d by 

the w e l l symbol. 

A. The types of w e l l s that are 

a d d i t i o n a l l y i n d i c a t e d at the bottom of the 

e x h i b i t . There are t h r e e types of w e l l s , 

b a s i c a l l y , that we wanted to d i s p l a y . The round 

symbol with the spokes i n the middle r e p r e s e n t s a 

Mesaverde w e l l . The square symbol r e p r e s e n t s a 

Dakota w e l l , and the t r i a n g l e r e p r e s e n t s a 

F r u i t l a n d Coal w e l l . 

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

that and look at an enlargement of only S e c t i o n 
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36. Within S e c t i o n 36, i d e n t i f y f or us the 

we l i s . 

A. The w e l l s that are shown w i t h i n S e c t i o n 

36 i n c l u d e , b a s i c a l l y , four producing Mesaverde 

w e l l s . The round symbols, a plugged and 

abandoned Mesaverde w e l l i n the south h a l f of the 

no r t h e a s t q u a r t e r , two F r u i t l a n d Coal w e l l s being 

up i n the n o r t h e a s t q u a r t e r and the southwest 

q u a r t e r , and our proposed F r u i t l a n d Coal w e l l 

over i n the northwest q u a r t e r of that s e c t i o n . 

Q. When we look at the e x h i b i t and look at 

S e c t i o n 36, the south h a l f of the s e c t i o n , i s 

tha t d e d i c a t e d to a c o a l gas w e l l ? 

A. I t i s . I t ' s d e d i c a t e d to the S t a t e Gas 

Com AA No. 1 we11. 

Q. And th a t i s the w e l l symbol for the 

w e l l l o c a t e d i n the n o r t h e a s t of the southwest of 

36? 

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

Q. And t h a t ' s an Amoco-operated w e l l ? 

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

Q. I n the north h a l f of 36, does Meridian 

c u r r e n t l y have a producing c o a l gas w e l l i n the 

north h a l f ? 

A. Yes, s i r , we do. 
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Q. Where i s i t ? 

A. I t ' s l o c a t e d i n the n o r t h e a s t q u a r t e r 

of the n o r t h e a s t q u a r t e r , and i t ' s d e signated by 

the No. 300, and i t i s our EPNG D Com No. 300 

we 11 . 

Q. What i s Meridian s e e k i n g to do wi t h 

t h i s a p p l i c a t i o n , Mr. Alexander? 

A. We're see k i n g to r e p l a c e the e x i s t i n g 

300 w e l l w ith a new w e l l to be d r i l l e d i n the 

northwest q u a r t e r , which i s the proposed w e l l of 

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

Q. What i s the proposed l o c a t i o n of the 

replacement w e l l which i s i d e n t i f i e d as the 301 

w e l l ? 

A. I t i s proposed to be l o c a t e d 1175 f e e t 

from the north l i n e and 1115 f e e t from the west 

l i n e of S e c t i o n 36, of 30 North, 8 West. 

Q. That w e l l w i l l be w i t h i n the standard 

790 setback from the outer boundaries of the 

spac i n g u n i t , but r e q u i r e s an e x c e p t i o n from Rule 

7 of the pool r u l e s because i t i s i n the wrong 

qu a r t e r s e c t i o n ? 

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

Q. L e t ' s turn now and look at the 

to p o g r a p h i c a l d i s p l a y t h a t i s the t h i r d document 
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behind E x h i b i t Tab No. 3. I d e n t i f y that topo 

d i s p l a y for us. 

A. The topographic map i s a map of S e c t i o n 

36. I t ' s been enlarged to show the v a r i o u s 

d e t a i l s . As you w i l l see, the north h a l f of the 

s e c t i o n i s q u i t e busy with a number of e x i s t i n g 

power l i n e s and p i p e l i n e s . Those are denoted by 

the legend at the top of the page, which you can 

r e f e r to. Also, they're marked i n c i r c l e s and 

w i t h numeric numbers on t h a t map, documented 

a r c h a e o l o g i c a l s i t e s t hat e x i s t a c r o s s the north 

h a l f . 

As we see, t h e r e ' s a l s o a wash, a sand 

wash running b a s i c a l l y through the north h a l f , 

and we a l s o , i f y o u ' l l look over i n the northwest 

q u a r t e r , y o u ' l l see the main p r o j e c t c a n a l for 

the Napi I r r i g a t i o n System i n d i c a t e d by the two 

dashed l i n e s . There's a l s o a major power l i n e 

running through the northwest q u a r t e r . I t ' s a 

two-pole power l i n e . 

Q. When you look at the Napi p r o j e c t main 

c a n a l , what i s the setback or o f f s e t from that 

c a n a l i n which you cannot l o c a t e a w e l l ? 

A. We cannot cause any s u r f a c e d i s t u r b a n c e 

w i t h i n 300 f e e t of the c e n t e r l i n e of that c a n a l . 
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Q. Within the a r e a d e f i n e d as the 

northwest q u a r t e r , there i s a r e c t a n g u l a r a r e a 

d e s c r i b e d i n that q u a r t e r s e c t i o n ? 

A . Yes, s i r . 

Q. What does t h a t r e p r e s e n t ? 

A. That r e p r e s e n t s the l e g a l s e t b a c k s and 

footage for a B a s i n F r u i t l a n d Coal w e l l . 

Q. I d e n t i f y for us the proposed l o c a t i o n 

for the 301 replacement w e l l . 

A. Y o u ' l l see t h a t l o c a t i o n as a c i r c l e 

j u s t north and west of the word " c a n a l " on the 

topographic map. 

MR. KELLAHIN: Mr. C a r r , i t ' s t h i s spot 

here 

K e l l a h i n 

MR. CARR: I found i t . Thank you, Mr 

MR. STOVALL: I t appears i n green i n 

Mr. K e l l a h i n ' s copy of the e x h i b i t , i s that 

c o r r e c t ? 

THE WITNESS: Yes, s i r , t h a t ' s c o r r e c t . 

Q. Have you obtained the n e c e s s a r y s u r f a c e 

c l e a r a n c e s for l o c a t i n g t h i s w e l l at the proposed 

unorthodox l o c a t i o n ? 

A. Yes, s i r , we have. 

Q. Are there any other a l t e r n a t i v e 
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l o c a t i o n s a v a i l a b l e to Meridian i n the northwest 

q u a r t e r f or the d r i l l i n g of t h i s w e l l ? 

A. No, s i r , not at a l e g a l l o c a t i o n there 

are not any a v a i l a b l e d r i l l s i t e s , other than 

what we have p i c k e d . 

Q. Where i s the e x i s t i n g 300 w e l l i n the 

n o r t h e a s t q u a r t e r on t h i s e x h i b i t ? 

A. I f y o u ' l l r e f e r to the e x h i b i t , on the 

northern boundary of the setback, the square 

t h a t ' s d e s c r i b e d i n t h a t q u a r t e r , c l e a r up on the 

north and e a s t corner of t h a t , y o u ' l l see a round 

c i r c l e t h a t ' s i n t e r s e c t e d by the setback l i n e . 

MR. KELLAHIN: L e t ' s make sure we've 

found the r i g h t spot. Have you f i g u r e d i t out, 

Mr. C a r r , or do you want me to show you? 

MR. CARR: I'm comfortable with t h i s , 

Mr. K e l l a h i n . 

MR. STOVALL: I n dark blue on Mr. 

K e l l a h i n ' s e x h i b i t copy, i s th a t c o r r e c t ? 

THE WITNESS: That's c o r r e c t . 

Q. I n r e v i e w i n g the development of c o a l 

gas w e l l s i n t h i s a r e a , have you l o c a t e d other 

s p a c i n g u n i t s t h a t have w e l l s t h a t are e x c e p t i o n s 

to Rule 7 as you seek t h a t e x c e p t i o n ? 

A. They would be e x c e p t i o n s to Rule 7 i n 
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t h a t they're o f f p a t t e r n . Most of these w e l l s , 

however, were d r i l l e d before the f i e l d r u l e s were 

put i n t o e f f e c t and were grandfathered i n , but 

they do r e p r e s e n t the exact same case that we 

have before us today. 

Q. Let me tu r n to the next d i s p l a y 

f o l l o w i n g the topo map, and have you i d e n t i f y for 

us what you're t r y i n g to r e p r e s e n t w i t h t h i s 

document ? 

A. The p l a t immediately behind the topo i s 

a land p l a t that has darkened s e c t i o n s o u t l i n e d 

on i t . Y o u ' l l n o t i c e that there are three c o a l 

w e l l s r e p r e s e n t e d on those p l a t s . At l e a s t one 

of those w e l l s has been plugged and abandoned or 

t e m p o r a r i l y abandoned, and a new c o a l w e l l has 

been d r i l l e d to r e p l a c e i t . 

Q. For example, when we look on the 

d i s p l a y and f i n d — I've l o s t t r a c k of the s e c t i o n 

numbers here. Perhaps i t would be easy to s t a r t 

i n the northwest corner and look at S e c t i o n 6. 

Descr i b e f or us why th a t a r e a i s o u t l i n e d i n a 

darker black o u t l i n e . 

A. The reason i t i s o u t l i n e d i s because 

y o u ' l l see a No. 300 w e l l l o c a t e d i n the 

northwest q u a r t e r . Y o u ' l l a l s o see a No. 3 w e l l 
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l o c a t e d i n the n o r t h e a s t q u a r t e r , and a No. 103 

w e l l l o c a t e d i n the so u t h e a s t q u a r t e r . 

Q. As you move over i n t o S e c t i o n 5, what 

do we see i n that s e c t i o n ? 

A. You see e x a c t l y the same s c e n a r i o . You 

see a w e l l i n the northwest q u a r t e r , a w e l l i n 

the n o r t h e a s t q u a r t e r , and a w e l l i n the 

sou t h e a s t q u a r t e r . 

Q. And then you go over i n t o S e c t i o n 4, 

and what happens i n th a t s e c t i o n ? 

A. I n S e c t i o n 4 we have a w e l l i n the 

n o r t h e a s t q u a r t e r , a w e l l on the sout h e a s t 

q u a r t e r and a w e l l on the southwest q u a r t e r of 

th a t s e c t i o n . 

Q. Who operates those p a r t i c u l a r w e l l s ? 

A. The w e l l s i n a l l s i x s e c t i o n s , i n s o f a r 

as i t r e l a t e s to the e a s t h a l f , are operated by 

Amoco Production Company. 

Q . What i s your knowledge of the 

p a r t i c u l a r reasons as to why those p a t t e r n s are 

being developed i n these c o a l gas sp a c i n g u n i t s ? 

A. O r i g i n a l l y , we d r i l l e d the o r i g i n a l 

w e l l s i n the three s e c t i o n s that we j u s t 

d i s c u s s e d , and they were d r i l l e d before the f i e l d 

r u l e s were put i n t o e x i s t e n c e . 
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Amoco l a t e r d r i l l e d or recompleted 

t h e i r w e l l s and found those w e l l s to be marginal, 

at b e s t , or noneconomic as the case may be, and 

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

l o c a t i o n for the c o a l p roduction. 

Q. I s t h a t the p r o c e s s you're s e e k i n g to 

accomplish with your a p p l i c a t i o n i n t h i s c a s e ? 

A. Yes, i t i s . 

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

E x h i b i t No. 3 and have you i d e n t i f y and d e s c r i b e 

t h a t document. 

A. T h i s d i s p l a y i s a l s o a land map. I t 

shows the township known as Township 31 North, 

Range 8 West. I t shows a l i k e example of where 

we have th r e e c o a l w e l l s t h a t , at one point i n 

time, were l o c a t e d on the s e c t i o n . One of those 

w e l l s has been plugged and, of course, a 

subsequent w e l l was d r i l l e d , and we now have two 

c o a l w e l l s i n each of the s e c t i o n s . 

MR. KELLAHIN: Thank you. That 

concludes my examination of Mr. Alexander. We 

move the admission of h i s E x h i b i t s 1 through 3. 

EXAMINER CATANACH: E x h i b i t s 1 through 

3 w i l l be admitted as evidence. 

Mr . C a r r ? 
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MR. CARR: No q u e s t i o n s . 

EXAMINATION 

BY MR. STOVALL: 

Q. Mr. Alexander, i s t h i s a r e a out e a s t of 

Blo o m f i e l d and north of 44? I s tha t the ge n e r a l 

v i c i n i t y ? 

A. I'm not e x a c t l y sure the geographic 

l o c a t i o n of t h i s a r e a . I didn't look at i t 

before we came to the h e a r i n g t h i s morning. One 

of the other w i t n e s s e s may be able to t e l l you 

more p r e c i s e l y where i t ' s l o c a t e d . 

Q. Farmington i s about 30 and 12, i s n ' t 

i t ? 

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

MR. STOVALL: That's a l l . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Alexander, the reason f or the 

replacement w e l l w i l l become evident through 

other testimony? 

A. Yes, s i r , I b e l i e v e t h a t i t w i l l . 

Q. Your 301 i s at a l e g a l l o c a t i o n as f a r 

as s e t b a c k s are concerned, i s that c o r r e c t ? 

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

EXAMINER CATANACH: Okay. I have 
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nothing f u r t h e r of the w i t n e s s . 

MR. STOVALL: I do have one other t h i n g 

I forgot to ask. 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. Looking at your topo map, j u s t k i n d of 

having to guess at the s c a l e , i t appears that 

j u s t k i n d of southwest of that two-pole power 

l i n e t h e r e ' s another power l i n e p e r p e n d i c u l a r to 

i t i n the s o u t h e a s t corner of that l e g a l l o c a t i o n 

box? 

A . Yes, s i r . 

Q. Do you see where I'm t a l k i n g about? 

A. Yes, s i r . 

Q. I assume you're t r y i n g to say t h a t ' s 

too s m a l l a space i n t h e r e to t r y and get a w e l l 

i n , you need to get f u r t h e r e a s t of t h a t w e l l ? 

A. Yes, s i r . I n a d d i t i o n to having to be 

300 f e e t from the c e n t e r l i n e of t h a t c a n a l , we 

a l s o cannot b u i l d w i t h i n 150 f e e t of that double 

pole power l i n e or the other power l i n e s that are 

i n the a r e a . 

Q. Not having a s c a l e on t h i s map, i t ' s a 

l i t t l e h a r d - - I couldn't t e l l e x a c t l y what the 

d i s t a n c e s were t h e r e . 
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A. The s c a l e i s a p p r o x i m a t e l y 812 f e e t t o 

th e i n c h . 

Q . 112? 

A. 812 f e e t t o t h e i n c h . 

Q. The ar e a I'm t a l k i n g a b o u t , I guess 

i t ' s sandwiched between t h r e e d i f f e r e n t l i n e s ? 

A. Yes, s i r , and t h e n you have t h e edge o f 

th e wash t o d e a l w i t h i n t h e r e , a l s o . 

MR. STOVALL: Th a t ' s a l l . 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. I n essence, Mr. A l e x a n d e r , y o u ' r e 

s a y i n g t h a t ' s t h e o n l y l e g a l l o c a t i o n you c o u l d 

d r i l l i n t h e n o r t h w e s t q u a r t e r , as f a r as 

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

A. Yes, s i r , t h a t i s c o r r e c t . 

EXAMINER CATANACH: N o t h i n g f u r t h e r . 

MR. KELLAHIN: C a l l Mr. John C l a y t o n a t 

t h i s t i m e . 

JOHN CLAYTON 

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

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

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. C l a y t o n , would you p l e a s e s t a t e 
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your name and occupation? 

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

engineer w i t h Meridian O i l i n Farmington, New 

Mexico. 

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

you t e s t i f i e d as an engineer? 

A. Yes, s i r , I have. 

Q. What are your p a r t i c u l a r d u t i e s with 

regards to t h i s a p p l i c a t i o n by your company? 

A. I'm the r e s e r v o i r engineer t h a t worked 

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

MR. KELLAHIN: Mr. Examiner, we tender 

Mr. C l a y t o n as an expert r e s e r v o i r engineer. 

EXAMINER CATANACH: The w i t n e s s i s so 

q u a l i f i e d . 

Q. Let me have you turn to E x h i b i t Tab 4, 

and the f i r s t d i s p l a y a f t e r t h a t tab. 

A . Yes, s i r . 

Q. I n e x e c u t i n g your r e s p o n s i b i l i t i e s as a 

r e s e r v o i r engineer for t h i s a r e a , are you 

f a m i l i a r w ith the production and the c a p a c i t y to 

produce c o a l gas i n your number 300 w e l l ? 

A. Yes, I am. 

Q. Have you compared t h a t c a p a c i t y and the 

c u r r e n t r a t e w ith the o f f s e t t i n g production 
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around you? 

A. Yes, s i r . 

Q. What have you d i s c o v e r e d with regards 

to the spacing u n i t i n the north h a l f of 36 th a t 

i s now d e d i c a t e d to the 300 w e l l ? 

A. The north h a l f of S e c t i o n 36, i n my 

opinion, w i l l s u f f e r drainage i n the northwest 

q u a r t e r by the o f f s e t w e l l s . 

Q. I s the No. 300 w e l l c u r r e n t l y able to 

adequately p r o t e c t and develop the north h a l f of 

36 as i t competes with the o f f s e t t i n g w e l l s ? 

A. I n my opinion i t ' s not. 

Q. What are the o f f s e t t i n g w e l l s t h a t 

expose the north h a l f of 36 to drainage? 

A. The northwest q u a r t e r of S e c t i o n 36 i s 

of primary concern. The three w e l l s t h a t border 

the w e l l , I b e l i e v e on the map th a t i s d i s p l a y e d , 

i s producing at 1588 Mcf per day; the w e l l to the 

west producing at 2666 Mcf per day, and the w e l l 

i n S e c t i o n 36, the south h a l f , producing at 1816 

Mcf per day, are the w e l l s of concern. 

Q. Who operates those w e l l s ? 

A. Amoco Production Company. 

Q. From what i n f o r m a t i o n do you determine 

the producing r a t e ? 
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A. These r a t e s were taken o ff the l a t e s t 

Dwight's i n f o r m a t i o n t h a t we have. 

Q. R e l i a b l e i n f o r m a t i o n t h a t ' s r e p o r t e d to 

the i n d u s t r y and u t i l i z e d by r e s e r v o i r e n g i n e e r s 

to have production r a t e s for w e l l s ? 

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

Q. And these producing r a t e s are s e t f o r t h 

i n Mcf of gas per day? 

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

Q. There are some contour l i n e s on the 

d i s p l a y . What do those r e p r e s e n t ? 

A. The contour l i n e f u r t h e s t e a s t 

r e p r e s e n t s a contour of 1000 Mcf per day. The 

contour l i n e to the west r e p r e s e n t s a contour of 

2000 Mcf per day. 

Q. Having i d e n t i f i e d an a r e a of w e l l s that 

produce two to three times what your w e l l i s 

producing, did you attempt to i n v e s t i g a t e , as a 

r e s e r v o i r engineer, why th a t was o c c u r r i n g ? 

A. Yes, we d i d . These w e l l s a c t u a l l y 

produce 30 times what our w e l l i s producing. 

Q. Have you provided production p l o t s of 

each of these w e l l s that are i n q u e s t i o n with 

regards to the i s s u e s i n v o l v e d i n t h i s c a s e ? 

A. Yes, s i r . They f o l l o w the e x h i b i t 
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we're looking a t . 

Q. L e t ' s look at each of the production 

p l o t s and have you i d e n t i f y the w e l l and show us 

the i n f o r m a t i o n . 

A. These production p l a t s are l i s t e d i n 

gas production per month. The value you see on 

the l e f t , or the Y a x i s , i s a monthly 

production. The f i r s t e x h i b i t i s the EPNG Com D 

No. 300. That's the w e l l t h a t ' s i n the n o r t h e a s t 

of S e c t i o n 36 and operated by Meridian. That 

w e l l i s c u r r e n t l y producing at 2158 Mcf per 

month, or about 71 Mcf per day. 

Q. A l l r i g h t . The next d i s p l a y ? 

A. The next d i s p l a y i s the S t a t e Gas Com 

AA No. 1. That w e l l i s operated by Amoco 

Production Company. I t ' s the w e l l l o c a t e d i n 30 

and 8, S e c t i o n 36. That w e l l c u r r e n t l y produces 

5500 or, excuse me, 55,206 Mcf a month, or about 

1.8 m i l l i o n a day. 

Q. Has the S t a t e Gas Com AA w e l l 

e s t a b l i s h e d a d e c l i n e i n gas production? 

A. To the c o n t r a r y . The data we have 

a c t u a l l y shows the w e l l on a continued i n c l i n e . 

Q. L e t ' s t u r n to the next gas production 

p l o t . For what w e l l i s t h a t ? 
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A. T h i s w e l l i s the F l o r e n c e P No. 3. 

T h i s w e l l i s operated by Amoco Production 

Company. I t ' s l o c a t e d i n 30 and 8, S e c t i o n 35. 

T h i s w e l l i s producing 2.66 m i l l i o n per day. 

Q. Again, does the in f o r m a t i o n e s t a b l i s h 

an i n c l i n i n g p roduction r a t e or a d e c l i n i n g 

p roduction r a t e ? 

A. T h i s w e l l i s i n c l i n i n g . 

Q. The next d i s p l a y ? 

A. The next and l a s t d i s p l a y i s the 

F l o r e n c e K No. 3. T h i s w e l l i s operated by Amoco 

produ c t i o n . I t ' s l o c a t e d i n 30 and 8, S e c t i o n 

25. T h i s w e l l i s c u r r e n t l y producing 1.6 m i l l i o n 

per day, and, there again, the production data we 

have d i s p l a y s an i n c l i n e . 

Q. Having determined that your s p a c i n g 

u n i t i s o f f s e t on three s i d e s by high 

p r o d u c t i v i t y c o a l gas w e l l s , and p l o t t i n g t h a t 

production to see each of those w e l l s i s s t i l l on 

an i n c l i n i n g gas r a t e , d i d you examine your w e l l 

to see i f the r e was any mechanical or completion 

reason to e x p l a i n the dramatic d i f f e r e n c e i n the 

performance of your w e l l as you compare to the 

Amoco w e l l s ? 

A. Yes, s i r , we d i d . 

RODRIGUEZ-VESTAL REPORTING 
( 505 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

1 2 

13 

14 

1 5 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

25 

Q. L e t ' s t u r n to E x h i b i t 5 and look at the 

f i r s t d i s p l a y behind t h a t e x h i b i t tab. Before we 

d e s c r i b e the d e t a i l s , t e l l us what we're lo o k i n g 

at . 

A. We're looking at the same n i n e - s e c t i o n 

p l a t t h a t showed the production contours, with 

S e c t i o n 36 l o c a t e d i n the c e n t e r . The w e l l names 

are i d e n t i c a l to the w e l l s t h a t were d i s p l a y e d on 

the p r e v i o u s n i n e - s e c t i o n p l a t . 

Q. You're s p o t t i n g four c o a l gas 

complet i o n s ? 

A. Yes, s i r . These are only the c o a l gas 

w e l l s l o c a t e d i n these nine s e c t i o n s . 

Q. When we look at the o u t l y i n g t r i a n g l e s 

t h a t are open and not c o l o r e d i n , what do those 

r e p r e s e n t ? 

A. Those w e l l s r e p r e s e n t w e l l s that are 

c u r r e n t l y producing n a t u r a l l y from the F r u i t l a n d 

C o a l . 

Q. What does th a t mean? 

A. That means they d id not r e q u i r e any 

a r t i f i c i a l s t i m u l a t i o n to b r i n g them to the 

production r a t e s we've seen. 

Q. Are these open hole completions or 

p e r f o r a t e d completions? 
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A. Open hole completions. 

Q. A l l those t r i a n g l e s are u n s t i m u l a t e d 

open hole completions i n the c o a l gas? 

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

Q. When you move to the four w e l l s that 

are completely c o l o r e d i n with shaded t r i a n g l e s , 

what do those r e p r e s e n t ? 

A. There are f i v e w e l l s where the 

t r i a n g l e s are completely c o l o r e d i n . Those w e l l 

were a l s o i n i t i a l l y completed open hole. 

However, the d i f f e r e n c e i n those w e l l s i s t h a t 

they r e q u i r e d f r a c t u r i n g to get the production 

r a t e s we've seen. 

Q. L e t ' s take the 300 as an example. How 

was i t d r i l l e d and completed i n i t i a l l y ? 

A. That w e l l was d r i l l e d and completed i n 

the same c a p a c i t y as the open t r i a n g l e w e l l s . 

However, the gas we saw a f t e r an open hole 

completion was 88 Mcf a day flowing to 

atmosphere. 

Q. How would that compare to a 

h i g h - c a p a c i t y w e l l that i s n a t u r a l l y completed? 

A. That would compare to the w e l l s to the 

west t h a t produce i n ex c e s s of two m i l l i o n a day 

Q. What then d id you do? 
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A. Keeping I n mind that the r a t e s shown as 

a c t u a l production r a t e s are flowing i n t o l i n e 

p r e s s u r e s , and the 88 we experienced a f t e r our 

open hole completion technique was flowing to 

atmosphere. 

Q. What d i d you t r y to do, then, to 

improve the performance of the 300 w e l l ? 

A. The EPNG D Com 300 w e l l was then cased, 

cemented, p e r f o r a t e d and f r a c t u r e d . 

Q. With what r e s u l t ? 

A. The f i r s t f r a c screened out due to high 

t r e a t i n g p r e s s u r e s . We then subsequently f r a c ' d 

the w e l l again, and on the second time the w e l l 

s c reened out. 

Q. How d i d you f i n a l l y e s t a b l i s h 

p roduction i n the w e l l ? 

A. Cleaned up the w e l l b o r e a f t e r both 

f r a c s and put the w e l l on l i n e , and i t ' s 

c u r r e n t l y producing at 71 Mcf per day. 

Q. Why have you c o l o r e d i n the other four 

w e l l s i n a d d i t i o n to the 300? 

A. Those w e l l s have a l s o been t r i e d open 

hole, same completion techniques as the w e l l s to 

the northwest, and have not experienced the 

s u c c e s s of those w e l l s . They've subsequently 
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been f r a c t u r e d a l s o to i n c r e a s e p r o d u c t i v i t y of 

the w e l l s . 

The two w e l l s l o c a t e d i n S e c t i o n 31 of 

Township 30 and 7, due e a s t of our 300 w e l l , a l s o 

e x p e r i e n c e d s c r e e n o u t s on the f r a c s . 

Q. Having reviewed a l l that i n f o r m a t i o n , 

what was your e n g i n e e r i n g c o n c l u s i o n about the 

mechanics of d r i l l i n g and completing these w e l l s 

as e x p l a i n i n g the d i f f e r e n t i a l s between the 

low-performing and the h i g h - c a p a c i t y w e l l s ? 

A. The EPNG D Com No. 300 was completed i n 

the same technique as the open hole w e l l s t h a t 

produce at the higher r a t e s to the west. 

However, our completion showed that our gas r a t e s 

were extremely lower than the w e l l s that are to 

the west. 

Q. I s the d i f f e r e n c e a t t r i b u t a b l e to the 

completion t e c h n i q u e s , then? 

A. No, s i r , i t i s not. 

Q. Does i t have anything to do with the 

mechanics of the w e l l and how i t was d r i l l e d and 

completed? 

A. No, s i r . 

Q . As p a r t of your i n v e s t i g a t i o n of the 

r e s e r v o i r , did you q u a n t i f y the gas i n p l a c e i n 
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each of the s p a c i n g u n i t s i n the ar e a ? 

A. Yes, s i r , we d i d . 

Q. Have you reduced t h a t c a l c u l a t i o n to a 

c o n c l u s i o n about the gas i n p l a c e for each of the 

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

A. The gas i n p l a c e f or our EPNG D Com No. 

300 w e l l i s l o c a t e d , i s s i m i l a r to the gas i n 

p l a c e i n the w e l l s t h a t produce at the higher 

r a t e s t h a t o f f s e t our d r i l l block. 

Q. L e t ' s t u r n to the next document i n t h i s 

tab s e c t i o n and have you i d e n t i f y and d e s c r i b e 

t h a t document. 

A. Here again we're looking at the same 

n i n e - s e c t i o n p l a t w ith only F r u i t l a n d Coal w e l l s 

l o c a t e d on that p l a t . 

Q. What do the numbers mean a d j a c e n t to 

the c o a l gas symbols? 

A. The numbers i n the c e n t e r of the d r i l l 

b lock are what we've c a l c u l a t e d to be the gas i n 

p l a c e f o r t h a t 320-acre d r i l l block on a Bcf. 

Q. For example, i n the north h a l f of 36, 

you have 13.4 Bcf gas i n p l a c e ? 

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

Q. Give us a summary of the parameters 

th a t you have used i n order to c a l c u l a t e the gas 
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i n p l a c e . 

A. We use v o l u m e t r i c s and m u l t i p l y the net 

f e e t of pay found i n the F r u i t l a n d Coal i n t e r v a l , 

by the d e n s i t y of the c o a l i n the B a s i n i n t h i s 

a r e a , times our gas content which was taken from 

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

i n d i v i d u a l w e l l . We a p p l i e d a 320-acre s p a c i n g 

u n i t to that to c a l c u l a t e gas i n p l a c e . 

Q. Did you f o l l o w t h a t methodology for a l l 

the c a l c u l a t i o n s t h a t are summarized on t h i s 

d i s p l a y ? 

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

Q. As a r e s e r v o i r engineer, now, you have 

seen the performance d i f f e r e n t i a l between your 

w e l l and the o f f s e t t i n g Amoco w e l l s , you've 

examined the mechanics of completion, you've now 

looked to see th a t you have gas i n p l a c e i n your 

sp a c i n g u n i t . What do you a t t r i b u t e the 

d i f f e r e n c e i n the p r o d u c t i v i t y of these w e l l s ? 

A. We f e e l t h a t the d i f f e r e n c e i n the high 

p r o d u c t i v i t y to the northwest i n these nine 

s e c t i o n s , compared to the p r o d u c t i v i t y of our 

w e l l i n the n o r t h w e s t — e x c u s e me, n o r t h e a s t of 

S e c t i o n 36, i s r e l a t e d to a p e r m e a b i l i t y 

t r a n s i t i o n between our w e l l and the w e l l s to the 
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northwest. 

Q. Are there gas i n p l a c e r e s e r v e s i n your 

sp a c i n g u n i t , p a r t i c u l a r l y i n the northwest 

q u a r t e r , t h a t you cannot p r o t e c t and rec o v e r w ith 

your e x i s t i n g w e l l , t h a t are going to be dra i n e d 

by the o f f s e t t i n g Amoco w e l l s ? 

A. Yes, the r e a r e . 

Q. What's the s o l u t i o n ? 

A. Our s o l u t i o n i s to r e d r i l l the EPNG D 

Com 300 from i t s c u r r e n t l o c a t i o n i n the 

n o r t h e a s t , and l o c a t e i t i n the northwest of 

S e c t i o n 36, to provide an opportunity to get i n t o 

an a r e a t h a t has a higher p e r m e a b i l i t y trend i n 

the c o a l than our w e l l does. Thereby i t w i l l 

a l l o w us to d r a i n the r e s e r v e s that would not be 

reco v e r e d from our w e l l i n the n o r t h e a s t . 

Q. I f you don't do t h a t , what happens? 

A. Those w e l l s w i l l be drain e d by the 

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

Q. Let me ask you to turn to E x h i b i t 6. 

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 for us. 

A. T h i s d i s p l a y i s , once again, the same 

nine s e c t i o n s i n q u e s t i o n . T h i s d i s p l a y has a l l 

the w e l l s l o c a t e d i n these nine s e c t i o n s . The 

symbols are l o c a t e d at the bottom; the c i r c u l a r 
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symbol f o r the Mesaverde w e l l s , the squares are 

the Dakota w e l l s , and the t r i a n g l e s are the 

F r u i t l a n d Coal w e l l s . 

We have l a r g e s t a r s on t h i s map and we 

a l s o have r e l a t i v e s m a l l e r s t a r s . The l a r g e 

s t a r s are w e l l s which d i s p l a y gas i n f l u x w h i l e 

they were d r i l l e d through the F r u i t l a n d C o a l . 

These are Mesaverde w e l l s which e s s e n t i a l l y took 

k i c k s w h i l e d r i l l i n g through the c o a l . 

The s m a l l e r s t a r s are w e l l s which 

r e q u i r e d the s t i m u l a t i o n t e c h n i q u e s . They were 

a l l t r i e d open hole and did not have the gas 

r a t e s that the w e l l s to the west had. They were 

then f r a c t u r e d . 

There's a l s o arrows next to three of 

the s t a r w e l l s , and those w e l l s a l l screened out 

on the f r a c . There's a l s o the same two 

production contour l i n e s t h a t give us these nine 

s e c t i o n s . The contour to the e a s t i s the 1000 

Mcf per day l i n e , and the contour to the west i s 

the 2000 Mcf per day l i n e . 

Q. How does t h i s i n f o r m a t i o n help you, as 

a r e s e r v o i r engineer, attempt to l o c a t e the 

t r a n s i t i o n and p e r m e a b i l i t y as you examine t h i s 

area? 
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A. C u r r e n t l y we have no way of q u a l i f y i n g 

the p e r m e a b i l i t y i n these F r u i t l a n d Coal w e l l s 

that we f e e l i s something t h a t would be 

r e p r e s e n t a t i v e of the a c t u a l r e s e r v o i r downhole. 

We've t r i e d to i d e n t i f y other ways to f i n d out i f 

t h e r e ' s p e r m e a b i l i t y i n one l o c a t i o n r e l a t i v e to 

the other. 

The l a r g e s t a r s r e p r e s e n t what we f e e l 

are gas i n f l u x t h a t were taken w h i l e the 

F r u i t l a n d Coal had h y d r o s t a t i c p r e s s u r e on i t , 

i . e . , d r i l l i n g mud, which would d i s p l a y a flow of 

gas a g a i n s t a back p r e s s u r e . 

The s m a l l s t a r s , we f e e l t h a t those 

f i v e w e l l s were attempted open hole; they were 

blown down i n the F r u i t l a n d Coal, s u b j e c t to no 

h y d r o s t a t i c , and the production r a t e s f a i l e d to 

perform l i k e the other w e l l s , e x e m p l i f y i n g to us 

tha t the c o a l i n these w e l l s i s extremely t i g h t , 

compared to the other c o a l s . 

The three w e l l s with the arrows on them 

not only d i s p l a y e d poor production when the c o a l 

was open to atmosphere, but when they were 

t r e a t e d , when horsepower and energy was 

m e c h a n i c a l l y put on the c o a l , they f a i l e d , a f t e r 

breakdown, to continue an i n f l u x of f r a c f l u i d . 
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And subsequent high p r e s s u r e s were reached and 

they could not even be m e c h a n i c a l l y opened up. 

We f e e l t h i s i s an example of the c o a l i n these 

w e l l s being t i g h t . 

Q. How does that i n f o r m a t i o n f i t with the 

contour l i n e on producing r a t e s that has been 

reproduced from the e a r l i e r production map and 

superimposed on t h i s d i s p l a y ? 

A. They c o r r e l a t e a l l the w e l l s t h a t 

d i s p l a y e d what we c a l l a lower perm, when 

compared to the w e l l s i n the northwest, f a l l i n 

our lower or are below the 1000 a day production 

l i n e . 

A l l the w e l l s t h a t e xperienced gas 

i n f l u x i n the Mesaverde when we were d r i l l i n g i t , 

i n the F r u i t l a n d Coal we were d r i l l i n g a 

Mesaverde w e l l , a l l f a l l to the high s i d e of the 

1000 Mcf per day l i n e . 

Q. I f the Examiner approves your l o c a t i o n 

i n the northwest q u a r t e r , i s t h i s going to give 

Meridian an advantage over Amoco and i t s 

o f f s e t t i n g w e l l s ? 

A. No, s i r . I t would allo w us to 

e f f e c t i v e l y d r a i n our north h a l f d r i l l block 

without having any i n t e r f e r e n c e i n t o the r e s e r v e s 
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l o c a t e d i n Amoco's d r i l l b l o c k s . 

Q. I f your w e l l i s s u c c e s s f u l and put i n t o 

t h i s p o s i t i o n , what happens i n the r e s e r v o i r as 

these w e l l s complete for these gas r e s e r v e s ? 

A. I f you look i n the northwest q u a r t e r of 

S e c t i o n 36, t h e r e i s a l a r g e s t a r l o c a t e d t h e r e . 

That was some gas i n f l u x taken i n the Mesaverde. 

That's a l s o p r e t t y c l o s e to the EPNG D Com 301 

proposed l o c a t i o n . 

I f we assume th a t our new l o c a t i o n i s 

going to be producing down l i n e at about two 

m i l l i o n Mcf per day, t h a t ' s a r a t e very s i m i l a r 

to the d r i l l b l o c k s t h a t we f e e l are d r a i n i n g our 

s e c t i o n . I f the r a t e s produce at the same r a t e s , 

they should draw down the r e s e r v o i r p r e s s u r e 

e q u a l l y and e s t a b l i s h a no-flow boundary 

somewhere between our proposed l o c a t i o n and the 

t h r e e w e l l s t h a t we f e e l are d r a i n i n g our d r i l l 

b lock. That no-flow boundary, as long as we're 

producing at t h i s same r a t e , should be somewhere 

r i g h t along the s e c t i o n l i n e s . 

Q. Were the e x h i b i t s we d i s c u s s e d i n 

E x h i b i t Tabs 5 and 6, as w e l l as the i n f o r m a t i o n 

behind E x h i b i t Tab No. 4, documents th a t you have 

prepared y o u r s e l f or were prepared under your 
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d i r e c t i o n and s u p e r v i s i o n ? 

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

MR. KELLAHIN: That concludes my 

examination of Mr. C l a y t o n . We move the 

i n t r o d u c t i o n of h i s E x h i b i t s 4, 5 and 6. 

EXAMINER CATANACH: E x h i b i t s 4, 5 and 6 

w i l l be admitted i n t o evidence. 

Any q u e s t i o n s , Mr. C a r r ? 

MR. CARR: I have no q u e s t i o n s , Mr. 

Catanach. 

EXAMINATION 

BY MR. STOVALL: 

Q. I s my d e s c r i p t i o n of where t h i s w e l l i s 

c o r r e c t , up e a s t of Bl o o m f i e l d and north of 44? 

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

Q. The c a n a l t h a t was on the topo map, i s 

that the one tha t comes a c r o s s the highway? 

A. I'm not f a m i l i a r w ith where the 

c a n a l - - i t i s a s s o c i a t e d w ith the Napi p r o j e c t , 

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

MR. STOVALL: I was j u s t t r y i n g to 

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

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Clay t o n , i s the v o l u m e t r i c 
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c a l c u l a t i o n v a l i d i n the c o a l ? I s t h i s something 

t h a t you're able to do e f f e c t i v e l y ? 

A. We have an i n c o n s i s t e n c y when we t r y to 

c a l c u l a t e v o l u m e t r i c s w i t h the droppings of gas. 

The best v o l u m e t r i c c a l c u l a t i o n we can make are 

w i th the parameters t h a t we put the gas i n p l a c e 

c a l c u l a t i o n s on. These are numbers that we f e e l 

are c o n s i s t e n t among a l l w e l l s . 

Q. Have you c a l c u l a t e d , at the c u r r e n t 

producing r a t e of the No. 300 w e l l , have you 

c a l c u l a t e d what th a t w e l l might recover i f i t ' s 

able to produce or i f you l e f t i t producing? 

A. The w e l l i s producing now and we're 

e s t i m a t i n g 168 m i l l i o n c u b i c f e e t of gas. 

Q. That i t w i l l r e c o ver before i t ' s 

plugged? 

A. That's our c u r r e n t e s t i m a t e r i g h t now. 

Q. I s i t Meridian's i n t e n t i o n to plug the 

No. 300 w e l l ? 

A. I f we were to d r i l l a w e l l , which we 

would recommend to p r o t e c t our r i g h t s i n our 

d r i l l block, we would make a p r e s s u r e o b s e r v a t i o n 

w e l l out of the EPNG D Com 300 to f u r t h e r 

understand the change i n p e r m e a b i l i t y . 

Q. Meridian wouldn't have any i n t e n t i o n of 
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p r o d u c i n g b o t h w e l l s a t t h e same ti m e ? 

A. No, s i r . 

Q. On your p r o d u c t i o n c o n t o u r l i n e s , you 

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

1 i n e s ? 

A. Yes, s i r . They were t a k e n f r o m 

D w i g h t ' s , and t h e y ' r e c o n s i s t e n t among a l l 

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

Q. Okay. R e f e r r i n g t o — 

A. I would l i k e t o e l a b o r a t e on t h a t . A l l 

th e p r o d u c t i o n f i g u r e s , w i t h t h e e x c e p t i o n of one 

w e l l , t h e w e l l l o c a t e d i n t h e west h a l f o f 3 1 , 30 

and 7, where i t has i n p a r e n t h e s i s p i t o n e x t t o 

i t , t h a t w e l l i s a p i t o gauge and n o t an a c t u a l , 

r e p o r t e d gauge. That w e l l has n o t y e t been t i e d 

i n . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. D i d you do t h a t a r e a - w i d e or j u s t f o r 

t h e n i n e s e c t i o n s ? 

A. We've done i t i n s e v e r a l a reas t o 

i d e n t i f y d r a i n a g e . 

Q. One goes o f f t h e edge and t h e o t h e r s 

k i n d o f go t o t h e edge. D i d you f o l l o w t h o s e 

o u t ? Have you done work on t h e a d j a c e n t — 
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A. Yes, s i r , you can. 

Q. --to the north and west? 

A. Yes, s i r , and they do f o l l o w a t r e n d . 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. Were these contour l i n e s drawn 

subsequent to the d r i l l i n g of the 301? 

A. Both contour l i n e s were d r i l l e d w i th 

the data we have on t h i s map r i g h t here. 

Q. At the time you d r i l l e d the 300, you 

di d not have t h i s data a v a i l a b l e to i n d i c a t e t h a t 

t h e r e might be a b a r r i e r of some kind i n t h e r e ? 

A. No, we did not. T h i s data i s r e c e n t . 

I f you look at the--the 300 was d r i l l e d i n 

February of 1990. I f you look at the production 

p l o t s f o l l o w i n g t h i s map, you w i l l see th a t the 

thr e e w e l l s of concern t h a t are d r a i n i n g our 

d r i l l block a l l came on i n production i n 1991. 

MR. STOVALL: You b e l i e v e the ones 

immediately to the e a s t would i n d i c a t e you might 

get a halfway decent w e l l out of i t , wouldn't 

they? That becomes a halfway economic w e l l , 

doesn't i t ? 200 to 300 w e l l ? 

THE WITNESS: The 217 i s a p i t o gauge. 

There again, t h a t flows to a p r e s s u r e of 15 p s i . 
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MR. STOVALL: I wou l d have wanted t h e 

505 and t h e 545. Tha t ' s what I meant. I'm 

s o r r y . 

THE WITNESS: Yes, s i r . The c o n c e r n we 

have i n t h e 300, we've a t t e m p t e d t w i c e t o 

h y d r a u l i c a l l y f r a c t u r e t h a t w e l l . I t ' s d i s p l a y e d 

t h a t i t s p e r m e a b i l i t y i s r e l a t i v e l y low, even t o 

th e f r a c t u r e r e s u l t s we've had on th o s e w e l l s . 

Q. (BY EXAMINER CATANACH) Do you have an 

e s t i m a t e on what k i n d o f r e s e r v e s t h e No. 301 may 

r e c o v e r i f i t ' s d r i l l e d ? 

A. Yes, I do. I t s h o u l d r e c o v e r about 4 

Bcf o f gas; t h a t ' s 4,012 m i l l i o n . There a g a i n 

t h a t ' s an e s t i m a t e , and t h e r e s u l t s o f t h a t w e l l 

w i l l be how f a r we can move t o t h e west and g e t 

i n t o an area o f b e t t e r p e r m e a b i l i t y . 

Q. T h a t ' s a r e c o v e r y r a t e o f about 25 

p e r c e n t or s o m e t h i n g l i k e t h a t ? I s t h a t t y p i c a l ? 

A. The w e l l i n t h e e a s t h a l f o f S e c t i o n 

35, we're a n t i c i p a t i n g , and here a g a i n i t ' s an 

e s t i m a t e , t h a t ' s n o t o p e r a t e d by M e r i d i a n and 

we're l i m i t e d on d a t a , our e s t i m a t e on t h a t w e l l 

i s about 75 p e r c e n t of t h e gas i n p l a c e . 

Q. Why does t h a t d r a s t i c a l l y change i n 

S e c t i o n 36? 
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A. They have a s l i g h t l y l o w e r gas c o n t e n t 

i n t h e i r d r i l l b l o c k based o f f o f t h e , you know, 

c a l c u l a t i o n s t h a t we've made t h a t a r e c o n s i s t e n t 

w i t h a l l t h e w e l l s . We're a n t i c i p a t i n g on t h a t 

somewhere around 10 B c f , 9918. S t r i c t l y an 

e s t i m a t e . 

I f you l o o k back a t t h e p r o d u c t i o n 

h i s t o r y i n t h e cu r v e of t h a t w e l l , i t ' s h a r d t o 

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

i n c i i n e . 

Q. So, by r e p l a c i n g t h e 300 w e l l , y o u ' r e 

s l i g h t l y more t h a n d o u b l i n g your r e s e r v e s ? 

A. R i g h t now we're o n l y e s t i m a t i n g 

r e c o v e r y o f 68 m i l l i o n o u t o f our e x i s t i n g w e l l . 

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 t i m e . 

MR. KELLAHIN: Thank you. C a l l Mr. 

Greg J e n n i n g s . 

GREGORY JEMNIHGS 

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. Mr. J e n n i n g s , f o r t h e r e c o r d , w ould you 

p l e a s e s t a t e your name and o c c u p a t i o n ? 
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A. Gregory Jennings. I'm a s e n i o r 

g e o l o g i s t with Meridian i n the Farmington o f f i c e . 

Q. Mr. Jennings, 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 about c o a l gas geology? 

A. Yes, I have. 

Q. Pursuant to your employment as a 

g e o l o g i s t with Meridian, have you made a study of 

the c o a l gas i n t h i s p a r t i c u l a r a r ea? 

A. Yes, I have. 

MR. KELLAHIN: We tender Mr. Jennings 

as an expert petroleum g e o l o g i s t . 

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

Q. Mr. Jennings, Mr. Cl a y t o n , as a 

r e s e r v o i r engineer, was e x p l o r i n g e x p l a n a t i o n s 

concerning the low p r o d u c t i v i t y of the 300 w e l l 

and i t s r e l a t i o n s h i p to the high c a p a c i t y w e l l s 

t h a t o f f s e t the sp a c i n g u n i t . Have you a l s o 

looked, from a ge o l o g i c p e r s p e c t i v e , to see i f 

there were ge o l o g i c e x p l a n a t i o n s to why your 300 

w e l l was such a more low-rate producer? 

A. Yes, I have. 

Q. As pa r t of th a t study, did you isopach 

the net c o a l t h i c k n e s s i n the F r u i t l a n d formation 

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

A. Yes, I d i d . 
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Q. Let me ask you to t u r n to E x h i b i t Tab 7 

and look at the f i r s t d i s p l a y , which i s the 

isop a c h . I d e n t i f y and d e s c r i b e the isopach for 

us . 

A. T h i s i s , once again, a n i n e - s e c t i o n map 

around the s e c t i o n of i n t e r e s t . These v a l u e s by 

the w e l l s are the net or t o t a l F r u i t l a n d Coal i n 

those w e l l b o r e s as i d e n t i f i e d by wire l i n e logs 

or mud lo g s , whatever data we had a v a i l a b l e . 

On that map you can see th a t the data 

v a l u e s range from the m i d - t h i r t i e s to the 

m i d - f o r t i e s ; b a s i c a l l y , a f a i r l y continuous c o a l 

t h i c k n e s s throughout the a r e a of i n t e r e s t . 

Q. Can you e x p l a i n the d i f f e r e n c e s i n 

p r o d u c t i v i t y of the Amoco w e l l s to your 300 w e l l , 

based upon c o a l t h i c k n e s s ? 

A. No. I n f a c t , we found t h a t c o a l 

t h i c k n e s s g e n e r a l l y , w h i l e i t ' s a p o s i t i v e 

f a c t o r , c o a l t h i c k n e s s i s not the key to 

product ion. 

Q. Have you prepared a s t r u c t u r e map to 

see i f there was a s t r u c t u r a l e x p l a n a t i o n t h a t 

would account for the d i f f e r e n c e s i n the 

p r o d u c t i v i t i e s of the w e l l s ? 

A. Yes, I have. 
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Q. L e t ' s t u r n to t h a t d i s p l a y , which i s 

the next document behind the e x h i b i t tab, and 

have you i d e n t i f y and d e s c r i b e the s t r u c t u r e map. 

A. Once again, the same n i n e - s e c t i o n 

a r e a . T h i s i s a s t r u c t u r e map on the base of the 

F r u i t l a n d Coal, 20-foot contour i n t e r v a l . 

Nothing anomalous shows up. 

B a s i c a l l y , we have a r e g i o n a l downdip 

to the n o r t h e a s t . Nothing — no evidence of any 

f a u l t s , any s i g n i f i c a n t f l e x u r e s that would cause 

any p e r m e a b i l i t y b a r r i e r s or cause any i n c r e a s e d 

f r a c t u r i n g t h a t might account for the d i f f e r e n c e s 

i n p roduction. 

Q. So, you've examined c o a l t h i c k n e s s and 

d i s t r i b u t i o n , and t h a t doesn't e x p l a i n the 

d i f f e r e n c e . You've looked at s t r u c t u r e and that 

doesn't e x p l a i n the d i f f e r e n c e . 

You prepared a c r o s s - s e c t i o n ? 

A. Yes. 

Q. Give us the l i n e of c r o s s - s e c t i o n , and 

then w e ' l l look at the c r o s s - s e c t i o n i t s e l f . 

A. The c r o s s - s e c t i o n A to A' i s marked on 

the n i n e - s e c t i o n maps we j u s t looked a t , and i t ' s 

a l s o i n the e x h i b i t book. We'll t a l k from the 

one on the w a l l . But e s s e n t i a l l y i t i n c l u d e s the 
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three o f f s e t producing c o a l w e l l s t h a t are so 

p r o l i f i c t h a t surround Meridian's d r i l l block i n 

the north h a l f of 36, and i t a l s o i n c l u d e s our 

EPNG D Com No. 300 w e l l . 

Q. Let me have you go to the c r o s s - s e c t i o n 

on the w a l l , and d e s c r i b e for us the 

s i m i l a r i t i e s , i f you w i l l , among a l l four w e l l s , 

and see i f you can i d e n t i f y any g e o l o g i c 

d i f f e r e n c e t h a t e x p l a i n s the high c a p a c i t y w e l l s 

i n r e l a t i o n to the 300 w e l l . 

A. I ' l l t r y and do i t j u s t from back 

here. I a p o l o g i z e , i t ' s a big c r o s s - s e c t i o n and 

i t ' s probably too cumbersome to p u l l out of your 

packet r i g h t now, but the EPNG D Com 300 i s the 

second w e l l from the r i g h t . I t ' s a mud log, and 

as you can see, the l i n e of c r o s s - s e c t i o n 

e s s e n t i a l l y loops around our s p a c i n g i n the north 

h a l f of 36. 

I n t h i s a r e a t h e r e are two b a s i c c o a l 

packages. I've d e s c r i b e d them as the upper c o a l s 

and the lower c o a l s and h i g h l i g h t e d them with 

pink and y e l l o w . Aside from some minor 

v a r i a t i o n s i n the c o a l zones, the two c o a l 

packages are very continuous and very uniform; 

once again i n the neighborhood of 40 f e e t t o t a l 
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t h i c k n e s s . 

Now, i f you l o o k c l o s e l y a t t h e 

c r o s s - s e c t i o n s , you can see t h a t w h i l e t h e r e ' s no 

major d i f f e r e n c e i n c o a l t h i c k n e s s or c o a l zones, 

we do see some s u b t l e d i f f e r e n c e s on t h e two mud 

l o g s . The w e l l t h a t ' s second f r o m t h e l e f t , 

w h i c h would be t h e No. 1 w e l l i n t h e so u t h w e s t of 

S e c t i o n 36, t h e y e n c o u n t e r e d a 1 0 - f o o t f l a r e when 

t h e y d r i l l e d t h e f i r s t c o a l zone, 3 0 - f o o t f l a r e 

when t h e y d r i l l e d t h e second c o a l zone, and t h e n 

t h e w e l l c o n t i n u e d t o improve as t h e y d r i l l e d i t 

t o TD . 

The c o a l s a r e d e s c r i b e d as b r i g h t and 

v e r y w e l l c l e a t e d . Then you go over t o our w e l l , 

and t h e s e w e l l s were b o t h d r i l l e d w i t h w a t e r , you 

go over t o our w e l l and l o o k a t t h e sample 

d e s c r i p t i o n o f t h a t w e l l , and we e s s e n t i a l l y had 

no f l a r e a f t e r we d r i l l e d t h r o u g h t h e e n t i r e c o a l 

i n t e r v a l . The samples a re d e s c r i b e d as d u l l and 

p o o r l y c l e a t e d . There's d e f i n i t e l y a d i f f e r e n c e 

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

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

we 1 l b o r e . 

We are somewhat l i m i t e d i n our a b i l i t y 

t o e x p l a i n or p r e d i c t where t h e s e p e r m e a b i l i t y 
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v a r i a t i o n s w i l l o c c u r . There i s e v i d e n c e of 

d e p o s i t i o n a l v a r i a t i o n s w i t h i n our d r i l l b l o c k , 

and t h i s i s f a i r l y common. The F r u i t l a n d Coal i s 

a v e r y h e t e r o g e n e o u s r e s e r v o i r and can change 

r a p i d l y i n s h o r t d i s t a n c e s ; some c o a l s b e i n g more 

prone t o f r a c t u r i n g and c l e a t i n g t h a n o t h e r s . 

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

we've e l i m i n a t e d c o a l t h i c k n e s s , s t r u c t u r a l 

v a r i a t i o n s w h i c h m i g h t have a f f e c t e d t h e 

p e r m e a b i l i t y , and l o o k i n g a t t h e c r o s s - s e c t i o n , 

i s t h a t t h e major d i f f e r e n c e i s s i g n i f i c a n t l y 

b e t t e r p e r m e a b i l i t y as we move t o t h e west. 

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. J e n n i n g s . We move t h e 

i n t r o d u c t i o n o f h i s c r o s s - s e c t i o n i n t h e back o f 

t h e e x h i b i t package, as w e l l as h i s g e o l o g i c 

d i s p l a y s shown b e h i n d Tab No. 7. 

EXAMINER CATANACH: E x h i b i t 7 w i l l be 

a d m i t t e d i n t o e v i d e n c e . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. J e n n i n g s , t h i s d a t a was a l l 

o b t a i n e d f r o m mud l o g s ? 

A. No. Two o f t h e s e l o g s a r e o l d gamma 

r a y n e u t r o n w i r e l i n e l o g s , and t h e two i n t h e 
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c e n t e r are from mud lo g s . Our w e l l , the EPNG D 

Com 300, does have wire l i n e logs which confirm 

the c o a l t h i c k n e s s e s I've shown on the 

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

U n f o r t u n a t e l y , t h i s a r e a , l i k e many 

a r e a s i n the F r u i t l a n d Coal, we don't have a l o t 

of modern wi r e l i n e l o g s . That's why I've used 

the o l d gamma ray neutron logs here. A c t u a l l y , 

gamma ray neutron logs are p r e t t y a c c u r a t e at 

i d e n t i f y i n g c o a l . 

EXAMINATION 

BY MR. STOVALL: 

Q. I s i t not t r u e that--my understanding 

i s t hat the c o a l p e r m e a b i l i t y and c l e a t i n g i s f a r 

more s i g n i f i c a n t than t h i c k n e s s ? You can get a 

much b e t t e r w e l l out of a t h i n c o a l bed with good 

c l e a t i n g than you can out of a t h i c k c o a l bed 

wit h poor c l e a t i n g p e r m e a b i l i t y , i s t h a t c o r r e c t ? 

A. Yes, t h a t ' s d e f i n i t e l y the c a s e . 

Q. That's your c o n c l u s i o n ? You don't have 

the c l e a t i n g and p e r m e a b i l i t y i n that w e l l 

l o c a t i o n ? I t seems to be b e t t e r as you go 

f u r t h e r west? 

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

Q. Would th a t a l s o account f or the f a c t 
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t h a t , even though you have s i m i l a r gas i n p l a c e , 

between, say, t h e n o r t h h a l f of 36 and t h e e a s t 

h a l f o f 35, t h a t y o u ' r e g o i n g t o g e t a lower 

t o t a l p e r c e n t a g e r e c o v e r y o u t o f 36 t h a n 35? 

A. Yes. The gas i s i n p l a c e , and--

Q. I f you c a n ' t g et i t out o f t h e c o a l you 

c a n ' t g e t i t , r i g h t ? 

A. T h a t ' s r i g h t . 

FURTHER EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. J e n n i n g s , a r e you p r e t t y c o n f i d e n t 

t h a t a 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 w i l l 

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

system? 

A. Yes. There's always some r i s k . The 

c o a l i s a t o u g h r e s e r v o i r t o e x p l o r e and t o 

p r e d i c t , b u t we are c o n f i d e n t and t h a t ' s why 

we're recommending a w e l l . I n f a c t , we f e e l t h a t 

we're b e i n g d r a i n e d and w i l l be d r a i n e d i f we 

don't d r i l l a 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 . 

MR. STOVALL: Y o u ' l l have a b e t t e r 

w e l l , y o u ' r e j u s t n o t su r e how much b e t t e r ? 

THE WITNESS: R i g h t . 

EXAMINER CATANACH: I have n o t h i n g 

f u r t h e r . 
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MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n and p r e s e n t a t i o n of Mr. J e n n i n g s . 

The l a s t i t e m i s E x h i b i t 8, w h i c h i s our 

c e r t i f i c a t e o f n o t i f i c a t i o n . The o n l y o p e r a t o r 

i n t h e ar e a a f f e c t e d i s Amoco, and Mr. Carr i s 

here i n t h e i r b e h a l f . 

EXAMINER CATANACH: 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: No, s i r . 

MR. STOVALL: C l o s i n g s t a t e m e n t , Mr. 

Car r ? 

MR. CARR: No c l o s i n g s t a t e m e n t . 

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

f u r t h e r , Case 10558 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 . ) 
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