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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

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

I N THE MATTER OF THE HEARING 
CALLED BY THE O I L CONSERVATION 
D I V I S I O N FOR THE PURPOSE OF 
CONSIDERING: 

APPLICATION OF CONOCO, INC 
CASE NO. 10677 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: D a v i d R. C a t a n a c h , H e a r i n g E x a m i n e r 

M a r c h 4, 1993 

S a n t a Fe, New M e x i c o 

T h i s m a t t e r came on f o r h e a r i n g 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 on M a r c h 4, 1 9 9 3 , a t 10:36 

a.m. a t 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 C o n f e r e n c e Room, 

S t a t e L a n d O f f i c e B u i l d i n g , 310 O l d S a n t a Fe T r a i l , 

S a n t a Fe, New M e x i c o , b e f o r e F r e d a D o n i c a , RPR, 

C e r t i f i e d C o u r t R e p o r t e r No. 4 5 , f o r t h e S t a t e o f New 

M e x i c o . 

ORIGINAL 
^ ILIJJLJ 
UO APR 21993 

OIL CONSBNIJ10N DIVISION 
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I N D E X 

March 4, 1993 
Examiner H e a r i n g 
CASE NO. 10677 

APPEARANCES 
PAGE 

3 

CONOCO'S WITNESSES: 

BILL HAR DIE 
D i r e c t E x a m i n a t i o n by Mr. K e l l a h i n 4 
E x a m i n a t i o n by Examiner Catanach 19 

REPORTER'S CERTIFICATE 22 

E X H I B I T S 
ID ADMTD 

1 - S t r u c t u r e Map 5 19 
2 - P l a t Map 8 19 
3 - S t r u c t u r e Map 10 19 
4 - I s o p a c h Map 12 19 
5 - Cross S e c t i o n 14 19 
6 - S t r u c t u r e Map 15 19 
7 - Acreage D e d i c a t i o n / W e l l L o c a t i o n Diagram 18 19 
8 - C e r t i f i c a t e o f M a i l i n g 18 19 
9 - L e t t e r Agreement w i t h Y a t e s P e t r o l e u m 19 19 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
G e n e r a l Counsel 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 O l d Santa Fe T r a i l 
Santa Fe, New Mexico 87501 

FOR THE APPLICANT: KELLAHIN & KELLAHIN 
117 N. Guadalupe 
Santa Fe, New Mexico 
BY: THOMAS KELLAHIN, ESQ. 

CUMBRE COURT REPORTING 
(505) 984-2244 
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EXAMINER CATANACH: At t h i s t i m e w e ' l l c a l l 

Case 10677. 

MR. STOVALL: A p p l i c a t i o n o f Conoco, I n c . 

f o r an u n o r t h o d o x gas w e l l l o c a t i o n , Eddy County, New 

Mex i c o . 

EXAMINER CATANACH: Are t h e r e a p p e a r a n c e s 

i n t h i s case? 

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

K e l l a h i n o f t h e Santa Fe law f i r m o f K e l l a h i n & 

K e l l a h i n a p p e a r i n g on b e h a l f o f t h e a p p l i c a n t , and I 

have one w i t n e s s t o be sworn. 

EXAMINER CATANACH: Any o t h e r a p p earances? 

W i l l you p l e a s e swear i n t h e w i t n e s s , Mr. 

Stova11? 

MR. STOVALL: I t w o u l d be my p l e a s u r e . 

EXAMINER CATANACH: Thank you. 

( W i t n e s s sworn.) 

BILL HARDIE 

t h e w i t n e s s h e r e i n , a f t e r 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. H a r d i e , w o u l d you p l e a s e s t a t e y o u r 

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

A. B i l l H a r d i e . I'm a g e o l o g i s t w i t h Conoco, 

CUMBRE COURT REPORTING 
(505) 984-2244 
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I n c . i n M i d l a n d , Texas. 

Q. Do you s p e l l y o u r l a s t name w i t h an i - e and 

n o t a y ? 

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

Q. On p r i o r o c c a s i o n s , Mr. H a r d i e , have you 

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

D i v i s i o n ? 

A. I ha ve. 

Q. Your p r i o r t e s t i m o n y has i n c l u d e d g e o l o g i c 

c o n c l u s i o n s and e v i d e n c e c o n c e r n i n g t h e South Dagger 

Draw Pool i n New Mexico? 

A. Th a t i s c o r r e c t . 

Q. And y o u ' r e a p p e a r i n g h e r e a g a i n t o d a y on 

t h a t poo 1? 

A. Th a t i s c o r r e c t . 

MR. KELLAHIN: We t e n d e r Mr. H a r d i e as an 

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

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

Q. (By Mr. K e l l a h i n ) Mr. H a r d i e , l e t me ask 

you t o t u r n y o u r a t t e n t i o n t o E x h i b i t Number 1. 

B e f o r e we t a l k a b o u t t h e d e t a i l s o f yo u r c o n c l u s i o n , 

t e l l us what y o u r o b j e c t i v e i s . What do you want t o 

do? 

A. Conoco i s r e q u e s t i n g an u n o r t h o d o x l o c a t i o n 

i n i t s P r e s t o n F e d e r a l Number 5 so t h a t we can t e s t 

CUMBRE COURT REPORTING 
(50 5) 9R4-??44 
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t h e Morrow F o r m a t i o n . The p r i m a r y o b j e c t i v e f o r t h e 

P r e s t o n F e d e r a l Number 5 i s n o t t h e Morrow F o r m a t i o n , 

b u t r a t h e r t h e C i s c o , t h e s h a l l o w e r C i s c o F o r m a t i o n . 

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

South Dagger Draw-Upper Penn P o o l . I t i s a t a 

s t a n d a r d l o c a t i o n f o r t h a t p o o l . U n f o r t u n a t e l y , due 

t o t h e e x c e s s i v e r i s k s o f Morrow d e v e l o p m e n t o u t h e r e , 

t h e o n l y way t h a t i t can be done e c o n o m i c a l l y i s as an 

e x t e n s i o n on a C i s c o w e l l . I t t a k e s a b o u t 1600 e x t r a 

f e e t o f d r i l l i n g t o r e a c h t h e Morrow. And our 

t e s t i m o n y and e x h i b i t s t o d a y w i l l show t h a t i t i s n o t 

p o s s i b l e t o — i t i s n o t p o s s i b l e a t a s t a n d a r d Morrow 

l o c a t i o n t o a l s o m a x i m i z e o u r o p p o r t u n i t y i n 

d e v e l o p i n g t h e C i s c o F o r m a t i o n . And t h a t i s why we 

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

t h e Mor row. 

Q. Us i n g E x h i b i t Number 1 as an i l l u s t r a t i o n , 

show us t h e s p a c i n g u n i t you p r o p o s e t o u t i l i z e , n o t 

o n l y i n t h e South Dagger Draw Upper P e n n s y l v a n i a n 

P o o l , b u t f o r t h e Morrow gas p o o l i f y o u ' r e s u c c e s s f u l 

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

A. B o t h t h e C i s c o and t h e Morrow w i l l be 

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

Number 5, and t h a t w e l l w i l l be d e d i c a t e d t o a 

320 - a c r e p r o r a t i o n u n i t w h i c h c o m p r i s e s t h e e a s t h a l f 

CUMBRE COURT REPORTING 
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o f S e c t i o n 34 and i s shown by t h e dashed b l a c k l i n e i n 

t h a t e a s t h a l f . 

Q. On t h i s d i s p l a y have you s p o t t e d t h e 

p r o p o s e d l o c a t i o n f o r t h e P r e s t o n 5 W e l l ? 

A. I have. I t ' s shown by t h e open r e d c i r c l e 

i n 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 34. And t h e 

f o o t a g e on t h a t i s 840 f e e t f r o m t h e s o u t h l i n e , 1980 

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

Q. What's t h e p u r p o s e o f t h e f o u r g r e e n 

squa r e s ? 

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

p o s s i b l e s t a n d a r d Morrow l o c a t i o n s f o r t h a t 3 2 0 - a c r e 

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

Q. When we l o o k a t t h e s u r f a c e t o p o g r a p h y f o r 

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

l o c a t i o n s , what have you c o n c l u d e d ? 

A. As you can see, Box Canyon Draw, as 

i n d i c a t e d by t h e dashed b l u e l i n e , r u n s t h r o u g h t h e 

m i d d l e o f t h o s e f o u r s t a n d a r d Morrow l o c a t i o n s . T h a t 

wo u l d condemn a t l e a s t two o f t h o s e g r e e n boxes, n o t 

a l l o f them. I t h i n k t h e r e m a i n i n g e x h i b i t s t h a t we 

have t o show w i l l d e m o n s t r a t e t h a t , i f we were t o 

d r i l l a C i s c o w e l l a t any o f t h o s e s t a n d a r d Morrow 

l o c a t i o n s , we wo u l d e n c o u n t e r i n s u f f i c i e n t r e s e r v o i r 

a t t h e C i s c o h o r i z o n . 

CUMBRE COURT REPORTING 
( 5 05) 984-2244 
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Q. You've p r o v i d e d a p o i n t o f r e f e r e n c e on 

t h i s d i s p l a y and c a p t i o n e d i t , " W e s t e r n L i m i t o f C i s c o 

F a i r w a y " ? 

A . T h a t i s c o r r e c t . 

Q. What d o e s t h a t mean? 

A . T h a t i n d i c a t e s t h e end o f t h e C i s c o 

d o l o m i t e r e s e r v o i r . I n o t h e r w o r d s , t h e r e s e r v o i r 

e x i s t s o n l y s o u t h a n d t o t h e e a s t o f t h a t l i n e . We 

w i l l f u r t h e r s u b s t a n t i a t e t h a t i n t h e l a t e r e x h i b i t s . 

Q. L e t ' s t u r n now t o E x h i b i t Number 2. 

I d e n t i f y a n d 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 Number 2 i s s i m p l y a p l a t map 

s h o w i n g , f i r s t o f a l l , C o n o c o ' s 100 p e r c e n t w o r k i n g 

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

a c r e a g e i n c r o s s h a t c h e r e d y e l l o w . A l s o shown a r e a l l 

o f t h e C i s c o a n d M o r r o w p e n e t r a t i o n s by t h e v a r i o u s 

w e l l s y m b o l s . The 3 2 0 - a c r e p r o r a t i o n u n i t t o w h i c h 

t h e p r o p o s e d w e l l w i l l be d e d i c a t e d i s shown by a 

d a s h e d r e d l i n e . We a r e a l s o s h o w i n g a l l o f t h e 

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

a d j a c e n t t o t h i s p r o r a t i o n u n i t . O t h e r t h a n C o n o c o , 

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

P e t r o l e u m . 

Q. When we l o o k a t Y a t e s P e t r o l e u m i n t e r e s t i n 

S e c t i o n 3 4 , t h e y a r e t h e o p e r a t o r o f t h e w e s t h a l f o f 

CUMBRE COURT REPORTING 
(5 05) 9 8 4 - 2 2 4 4 
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34? 

A. T h a t i s c o r r e c t . 

Q . And y o u ' r e s t a n d a r d i n t h e M o r r o w as t o 

t h a t b o u n d a r y t o w a r d s t h a t o p e r a t o r ? 

A. We a r e s t a n d a r d . We a r e 660 f e e t f r o m t h a t 

b o u n d a r y . So t h e o n l y e n c r o a c h m e n t t h a t we a r e 

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

Q. When y o u l o o k a t S e c t i o n 3 5, t h a t i s an 

o d d - s i z e d s e c t i o n , i s i t n o t ? 

A. T h a t i s c o r r e c t . 

Q. The h a t c h e r e d a r e a r e p r e s e n t s an o w n e r s h i p 

f o r t h a t p o r t i o n o f 35 b e t w e e n w h a t p a r t i e s ? 

A. B e t w e e n Conoco a nd Y a t e s P e t r o l e u m . We own 

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

a c r e a g e . They own t h e r e s t . 

Q. Have y o u d i s c u s s e d y o u r w e l l p r o p o s a l a n d 

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

r e p r e s e n t a t i v e s o f Y a t e s P e t r o l e u m C o r p o r a t i o n ? 

A. We h a v e done t h a t . 

Q. And w h a t was t h e r e s u l t o f t h o s e 

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

A. We a g r e e d t h a t we w o u l d n o t c o n t e s t a 

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

d r i l l one i n t h e w e s t h a l f o f S e c t i o n 34. " S i m i l a r l y 

u n o r t h o d o x " m e a n i n g t h a t i t e n c r o a c h e s on o u r a c r e a g e 

CUMBRE COURT REPORTING 
(5 05) QR4-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

10 

no more t h a n o u r s e n c r o a c h e s upon t h e i r a c r e a g e . 

Q. I n exchange f o r t h a t a g r e e m e n t , has Yates 

w a i v e d o b j e c t i o n , as you know i t , f o r y o u r l o c a t i o n ? 

A. They have done t h a t . 

Q. L e t ' s t u r n now, s i r , and l o o k a t t h e C i s c o 

maps. Have you p r e p a r e d f o r i l l u s t r a t i o n f o r t h e 

Examiner a g e o l o g i c d i s p l a y f o r t h e C i s c o ? 

A . I have. 

Q. T u r n i n g t o E x h i b i t 3, i d e n t i f y t h a t f o r 

u s . 

A. E x h i b i t Number 3 i s a s t r u c t u r e map on t h e 

t o p o f t h e C i s c o d o l o m i t e r e s e r v o i r . And t h e r e a s o n I 

p r e p a r e d t h i s e x h i b i t was t o show t h e d e t r i m e n t a l 

e f f e c t s o f us moving o ur p r o p o s e d P r e s t o n 5 l o c a t i o n 

t o w a r d an o r t h o d o x Morrow l o c a t i o n . The c o n t o u r 

i n t e r v a l h e r e i s i n 5 0 - f o o t i n c r e m e n t s . T h i s map 

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

t o p o f t h e r e s e r v o i r so t h a t t h e h i g h e s t p o r t i o n o f 

t h e r e s e r v o i r i s down h e r e on t h e s o u t h w e s t end o f t h e 

map, t h e l o w e s t p o r t i o n i s up t o w a r d s t h e n o r t h e a s t 

end o f t h e map. 

Q . On t h e d i s p l a y t h e r e ' s a g r e e n d o t t e d l i n e 

and i t s a y s , " L i m i t o f C i s c o O i l P r o d u c t i o n . " What 

does t h a t r e p r e s e n t ? 

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

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

14 

15 

16 

17 

18 

1 9 

20 

21 

22 

2 3 

24 

25 

11 

c o l u m n i n t o t h e gas c a p f o r t h i s r e s e r v o i r . As y o u 

ca n s e e , m o s t o f t h e w e l l s i n t h e n o r t h e a s t end o f 

t h i s map a r e o i l w e l l s . As we move t o t h e s o u t h w e s t , 

y o u see t h a t a l l t h e w e l l s a r e gas w e l l s . T h a t l i n e 

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

gas c a p . 

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

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

as S o u t h D a g g e r D r a w - U p p e r P e n n s y l v a n i a n gas w e l l s . 

Do we h a v e a n y on t h i s d i s p l a y ? 

A. I'm s o r r y , I d o n ' t u n d e r s t a n d y o u r 

q u e s t i o n . 

Q. The i d e n t i t y o f t h e gas w e l l s on t h i s 

d i s p l a y , y o u ' v e g o t gas w e l l s y m b o l s ? 

A. T h a t i s c o r r e c t . 

Q. A r e t h o s e M o r r o w gas w e l l s y m b o l s , o r do 

t h e y r e p r e s e n t gas w e l l s i n t h e S o u t h D a g g e r 

D r a w - U p p e r P e n n s y l v a n i a n gas p o o l ? 

A. A l l o f t h e gas w e l l s y m b o l s t h a t y o u see 

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

r e s e r v o i r , as i n d i c a t e d by t h e h e a v y r e d l i n e s , a l l o f 

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

C i s c o r e s e r v o i r , w i t h t h e e x c e p t i o n o f one w e l l , a n d 

t h a t i s t h e P r e s t o n F e d e r a l Number 6, w h i c h i s i n t h e 

n o r t h e a s t e r n m o s t c o r n e r o f S e c t i o n 3 5. And t h a t w e l l 
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i s p r o d u c i n g f r o m t h e M o r r o w F o r m a t i o n . T h i s i s a 

M o r r o w gas w e l l . 

Q . Do y o u h a v e an e s t i m a t e o f t h e v e r t i c a l 

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

c l o s e s t s t a n d a r d l o c a t i o n i n 34 t o t h e p r o p o s e d 

l o c a t i o n f o r t h e P r e s t o n 5? 

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

M o r r o w w o u l d be n o r t h — a b o u t 300 f e e t n o r t h o f t h a t 

S m i t h Number 1 W e l l i n t h e s o u t h e a s t c o r n e r o f S e c t i o n 

34. The d i f f e r e n c e i n e l e v a t i o n b e t w e e n o u r p r o p o s e d 

l o c a t i o n a n d t h a t c l o s e s t o r t h o d o x M o r r o w l o c a t i o n i s 

b e t w e e n 20 and 50 f e e t . We w o u l d l o s e a b o u t 20 t o 50 

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

o r t h o d o x M o r r o w l o c a t i o n . 

Q . I s t h a t o f s i g n i f i c a n c e t o y o u as a 

g e o l o g i s t ? 

A. I t i s . And i f i t i s 50 f e e t o f e l e v a t i o n 

d i f f e r e n c e , t h a t ' s 50 f e e t o f l o s t p a y . 

Q. Have y o u p r e p a r e d an i s o p a c h map o f t h i s 

C i s c o d o l o m i t e i n t h e S o u t h D a g g e r D r a w - U p p e r 

P e n n s y l v a n i a n P o o l ? 

A. I h a v e ; t h a t ' s E x h i b i t Number 4. 

Q. I d e n t i f y a n d 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 Number 4 i s s i m p l y an i s o p a c h map 

o f t h e d o l o m i t e r e s e r v o i r o f t h e C i s c o F o r m a t i o n . 
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T h e r e a r e — t h e r e ' s a r a n g e o f t h i c k n e s s h e r e f r o m 

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

400 f e e t a t i t s c o r e . As y o u c a n s e e , t h e P r e s t o n 

F e d e r a l Number 5 a t i t s p r o p o s e d l o c a t i o n , we 

a n t i c i p a t e e n c o u n t e r i n g a p p r o x i m a t e l y 240 f e e t o f 

d o l o m i t e r e s e r v o i r a t t h a t l o c a t i o n . Were we t o move 

t h a t l o c a t i o n t o t h e n o r t h t o w a r d an o r t h o d o x M o r r o w 

l o c a t i o n , t h e e s t i m a t e d t h i c k n e s s we w o u l d e n c o u n t e r 

w o u l d be b e t w e e n 100 and 150 f e e t o f t h i c k n e s s . 

T h a t ' s a l o s s o f a p p r o x i m a t e l y 150 f e e t o f r e s e r v o i r . 

And t h a t i s a s i g n i f i c a n t l o s s . 

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

C i s c o p e n e t r a t i o n i n t h e e a s t h a l f o f 3 4 , why h a v e y o u 

n o t moved f a r t h e r e a s t a n d s o u t h f o r t h e P r e s t o n 5 

l o c a t i o n ? 

A. Our l o c a t i o n was b a s e d on t h r e e f a c t o r s . 

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

t h a t we c o u l d . We w a n t e d t o g a i n t h e maximum 

t h i c k n e s s i n t h e r e s e r v o i r t h a t we c o u l d f o r t h e 

C i s c o . A n d , t h i r d l y , we w a n t e d t o s t a y f a r e n o u g h 

f r o m t h a t P r e s t o n F e d e r a l Number 1 W e l l , t h e w e s t h a l f 

o f S e c t i o n 3 5, t o a v o i d p o t e n t i a l d e p l e t i o n o r 

d r a i n a g e . T h a t w e l l h a s be e n p r o d u c i n g f r o m t h e C i s c o 

f o r a l m o s t 20 y e a r s a n d has cum'd a l m o s t f o u r BCF o f 

g a s . The d r a i n a g e r a d i u s on t h a t , a l t h o u g h i t i s n o t 
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— i t ' s — we d o n ' t have i t p r e c i s e l y n a i l e d down, we 

f e e l l i k e we c o u l d m i n i m i z e o ur r i s k o f d e p l e t i o n by 

s t a y i n g f a r enough away f r o m t h a t w e l l . T hat i s why 

we p l a c e d t h e P r e s t o n 5 a t i t s c u r r e n t l o c a t i o n as 

p r o p o s e d . 

Q . Do you a n t i c i p a t e t h e P r e s t o n 5 t o be a gas 

w e l l i n t h e C i s c o p o o l ? 

A . We do. 

Q. How do you pr o p o s e t o d r i l l t h e w e l l t o 

t e s t t h e o p p o r t u n i t y i n t h e C i s c o as w e l l as t h e 

Mo r row ? 

A. We wo u l d d r i l l t h e w e l l t o t e s t t h e C i s c o . 

We a n t i c i p a t e e n c o u n t e r i n g t h e t o p o f t h e C i s c o 

F o r m a t i o n a t a b o u t 7500 f e e t , t h e base a t a b o u t 8200 

f e e t . From t h e r e we w o u l d c o n t i n u e d r i l l i n g u n t i l we 

rea c h e d t h e base o f t h e Morrow, a b o u t 9650 f e e t . I f 

we f i n d r e s e r v e s , o r economic r e s e r v e s , i n t h e Morrow, 

we w o u l d t h e n d u a l l y c o m p l e t e t h e w e l l as a C i s c o 

gas-Morrow gas w e l l . 

Q. L e t ' s t u r n now t o t h e c r o s s s e c t i o n , w h i c h 

i s E x h i b i t 5. 

A. E x h i b i t 5 was i n c l u d e d i n o r d e r t o f u r t h e r 

document t h a t a b r u p t t r u n c a t i o n o f t h e d o l o m i t e 

f a i r w a y between t h e Number 1 S m i t h W e l l and t h e Number 

2 P r e s t o n W e l l . On t h e e x h i b i t you can see t h e 
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l o c a t i o n o f t h e c r o s s s e c t i o n o v e r on t h e r i g h t - h a n d 

s i d e w i t h t h e i n d e x map. I t p a s s e s f r o m t h e Mohave 1 , 

t h r o u g h o u r p r o p o s e d P r e s t o n 5 l o c a t i o n , i n t o t h e 

S m i t h 1 and t h e Number 2 P r e s t o n i n a 

n o r t h w e s t - s o u t h e a s t o r i e n t a t i o n . The p u r p l e s h a d e d 

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

d o l o m i t e r e s e r v o i r . 

As y o u c a n s e e , b e t w e e n t h e Number 1 S m i t h 

a n d t h e Number 2 P r e s t o n Fed W e l l on t h e l e f t - h a n d 

s i d e o f t h e c r o s s s e c t i o n , t h e d o l o m i t e f a i r w a y 

t r u n c a t e s a b r u p t l y . And i t g o e s f r o m 240 f e e t o f 

t h i c k n e s s i n t h e Number 1 S m i t h t o z e r o f e e t i n t h e 

Number 2 P r e s t o n . A l l o f t h e a v a i l a b l e o r t h o d o x 

M o r r o w l o c a t i o n s l i e b e t w e e n t h o s e t w o w e l l s . And y o u 

ca n see f o r y o u r s e l f t h e k i n d o f r i s k we w o u l d be 

f a c i n g by t r y i n g t o e n c o u n t e r e c o n o m i c C i s c o r e s e r v e s 

b e t w e e n t h o s e t w o w e l l s . 

Q. L e t ' s t u r n now, Mr. H a r d i e , t o y o u r m a p p i n g 

o f t h e M o r r o w . W o u l d y o u i d e n t i f y f o r us E x h i b i t 

Number 6? 

A. E x h i b i t Number 6 i s a s t r u c t u r e map on t h e 

t o p o f t h e M o r r o w e l a s t i c s . T h i s i s t h e map w h i c h we 

a r e u s i n g t o j u s t i f y t a k i n g o u r C i s c o w e l l d e e p e r a n d 

t e s t i n g t h e M o r r o w as w e l l . The h o r i z o n t h a t I ' v e 

mapped h e r e o c c u r s i n t h e l o w e r p o r t i o n o f t h e M o r r o w 
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F o r m a t i o n a n d , t y p i c a l l y , i t o c c u r s r i g h t a b o v e an 

i n t e r v a l i n w h i c h we w o u l d e x p e c t t o f i n d M o r r o w 

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

Q. G i v e us y o u r g e o l o g i c a l d e s c r i p t i o n o f t h e 

d e p o s i t i o n o f t h e M o r r o w as i t a f f e c t s t h i s a r e a . 

A. T h a t i n t e r v a l w h i c h I d e s c r i b e d , when y o u 

f i n d a M o r r o w r e s e r v o i r i n t h e r e , i t i s i n v a r i a b l y 

known as a d i s t r i b u t a r y c h a n n e l s a n d . T y p i c a l l y , 

t h e s e c a n be b e t w e e n , s a y , t e n a nd 50 f e e t i n 

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

w i t h a p o r o s i t y r a n g i n g b e t w e e n e i g h t a n d 16 p e r c e n t . 

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

f o r h e l p i n g y o u l o c a t e t h e M o r r o w c h a n n e l as i t may be 

p r e s e n t i n S e c t i o n 34? 

A. The v a r i o u s w e l l s t h a t h a v e a c t u a l l y 

p e n e t r a t e d t h e M o r r o w a r e h i g h l i g h t e d on t h i s map i n 

r e d . And t h o s e p r o v i d e me w i t h t h e c o n t r o l f o r t h i s 

map. Our b a s i s f o r w a n t i n g t o t a k e t h e P r e s t o n 5 on 

down t o t h e M o r r o w i s f r o m t h e p r o m i n e n t e a s t - w e s t 

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

t h r o u g h S e c t i o n s 3 4 , 35, a n d 36. 

Q. What i s t h e o r i e n t a t i o n o f t h i s M o r r o w 

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

s t r u c t u r e ? 

A. We b e l i e v e t h a t i t p a r a l l e l s t h a t 
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s t r u c t u r e , t h a t t h e s e c h a n n e l s t e n d t o r u n 

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

i t w o u l d be g e n e r a l l y i n an e a s t - w e s t d i r e c t i o n . 

Q. Do you have an example o f a w e l l b o r e i n 

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

c h a n n e l t h a t you've t a r g e t e d f o r t h e P r e s t o n 5 W e l l ? 

A. Yes. Conoco used t h i s same map t o t a k e t h e 

P r e s t o n F e d e r a l Number 6 down t o t h e Morrow. T h a t ' s 

i n t h e n o r t h e a s t e r n m o s t c o r n e r o f S e c t i o n 35. The 

P r e s t o n F e d e r a l Number 6 e n c o u n t e r e d 30 f e e t o f c l e a n , 

w e l l - s o r t e d c h a n n e l sand i n t h e Morrow and i s 

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

Number 5 i s s i m p l y an a t t e m p t t o f i n d t h e u p d i p l i m i t 

o f t h i s same c h a n n e l . 

Q. N o r t h o f yo u r l o c a t i o n , t h e P r e s t o n 2 W e l l 

was a l s o an a t t e m p t i n t h e Morrow c h a n n e l ? 

A. And i t was d r y . 

Q. And s o u t h o f t h e l o c a t i o n , when you p i c k up 

t h e Mohave 1 i n S e c t i o n 35, what happened w i t h t h a t 

w e l l i n t h e Morrow? 

A. The Mohave 1 , w h i c h was d r i l l e d by Yates 

P e t r o l e u m , was — t e s t e d Morrow F o r m a t i o n and t e s t e d 

i t as d r y as w e l l . I t was t h e n r e c o m p l e t e d as a C i s c o 

gas w e l l . 

Q. What does t h a t i n f o r m a t i o n cause you t o 
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c o n c l u d e as a g e o l o g i s t ? 

A. That o ur P r e s t o n 5 l o c a t i o n , a t l e a s t i n 

te r m s o f a Morrow t e s t , i s e x t r e m e l y r i s k y . We're 

d r i l l i n g between two d r y h o l e s , and we f e e l t h a t t h e 

o n l y way we can t e s t t h e Morrow e c o n o m i c a l l y , because 

o f t h a t e x t r e m e r i s k , i s as an e x t e n s i o n on o u r C i s c o 

w e l l . 

Q. I t wou l d be y o u r hope t h a t y o u ' r e g o i n g t o 

f i n d a s o u t h w e s t c o n t i n u a t i o n o f a c h a n n e l t h a t ' s 

p r o d u c t i v e i n t h e P r e s t o n 6 W e l l ? 

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

Q. I d e n t i f y and d e s c r i b e f o r us E x h i b i t Numbe 

7 . 

A. E x h i b i t Number 7 i s an a c r e a g e d e d i c a t i o n 

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

o f o u r p r o p o s e d P r e s t o n F e d e r a l Number 5. I t ' s 840 

f e e t f r o m t h e s o u t h l i n e , 1980 f e e t f r o m t h e e a s t 

l i n e . 

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

yo u , Mr. H a r d i e , o r c o m p l i e d under y o u r d i r e c t i o n and 

s u p e r v i s i o n ? 

A. T h a t i s c o r r e c t . 

MR. KELLAHIN: Mr. Exa m i n e r , E x h i b i t Numbe 

8 i s our C e r t i f i c a t e o f M a i l i n g i n c o m p l i a n c e w i t h t h 

D i v i s i o n n o t i c e r u l e s t h a t show t h a t t h e Yates 
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e n t i t i e s h a v e b e e n n o t i f i e d c o n c e r n i n g o u r r e q u e s t . 

We w o u l d a t t h i s t i m e move t h e i n t r o d u c t i o n o f 

E x h i b i t s 1 t h r o u g h 8. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 8 

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

MR. KELLAHIN: T h a t c o n c l u d e s my 

e x a m i n a t i o n o f Mr. H a r d i e . 

EXAMINER CATANACH: W i t h r e g a r d s t o t h e 

w a i v e r o b t a i n e d by Y a t e s , i s t h a t on b e h a l f o f a l l t h e 

Y a t e s e n t i t i e s ? 

MR. KELLAHIN: I b e l i e v e t h a t ' s o u r 

r e p r e s e n t a t i o n f r o m K a t h y P o r t e r . We do n o t h a v e a 

w r i t t e n d o c u m e n t t o v e r i f y t h a t . 

THE WITNESS: The a g r e e m e n t we r e a c h e d w i t h 

Y a t e s P e t r o l e u m was o v e r t h e p h o n e , a n d we c o n f i r m e d 

t h a t a g r e e m e n t i n a l e t t e r t h a t we w r o t e t o Y a t e s 

P e t r o i e u m . 

MR. KELLAHIN: I h a v e o v e r l o o k e d an 

e x h i b i t . I t h i n k y o u may h a v e i t i n y o u r p a c k a g e . 

I t ' s E x h i b i t 9, w h i c h i s C o n o c o ' s e f f o r t t o r e d u c e t h e 

a g r e e m e n t t o a w r i t t e n d o c u m e n t b e t w e e n Y a t e s a nd i t s 

e n t i t i e s a n d C o n o c o . 

EXAMINER CATANACH: A l l r i g h t . W e ' l l e n t e r 

t h a t as E x h i b i t Number 9. 

Mr. H a r d i e , w h a t g e o l o g i c e v i d e n c e h a v e y o u 
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u s e d t o d e t e r m i n e t h a t t h e s t r u c t u r a l n o s i n g i n t h e 

M o r r o w F o r m a t i o n i s p r e s e n t ? 

THE WITNESS: T h a t ' s -- a l o t o f i t -- t h e 

e v i d e n c e i s f a i r l y s l i m , w h i c h a d d s t o a l o t o f t h e 

r i s k . As y o u c a n s e e , o u r w e l l c o n t r o l i s n o t g r e a t . 

We do n o t h a v e any s e i s m i c d a t a o u t h e r e e i t h e r . B u t 

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

shown i n r e d , do t e n d t o i l l u s t r a t e t h a t t h e r e i s a 

no s e t r e n d i n g t h r o u g h t h e r e . We f e e l l i k e when t h e r e 

i s a t h i c k s a n d d e v e l o p e d i n t h a t l o w e r M o r r o w 

i n t e r v a l t h a t i t w i l l p u s h t h e t o p o f t h e M o r r o w 

c l a s t i c up so t h a t i t ' s n o t r e a l l y a s t r u c t u r e so much 

as i t i s an i n d i c a t i o n o f u n d e r l y i n g s a n d s . 

EXAMINER CATANACH: The c l o s e s t M o r r o w 

p r o d u c t i o n w o u l d be i n S e c t i o n 35? 

THE WITNESS: Y e s , s i r . The P r e s t o n 

F e d e r a l Number 6 was c o m p l e t e d a b o u t t w o weeks a g o , 

had a c a l c u l a t e d o p e n - h o l e f l o w o f , I t h i n k , 31.2 

m i l l i o n p e r d a y . 

EXAMINER CATANACH: When y o u h i t t h e m , y o u 

h i t t h e m g o o d . 

THE WITNESS: T h a t ' s r i g h t . I f y o u m i s s 

t h e m , t h e r e ' s n o t h i n g a t a l l . 

EXAMINER CATANACH: I d o n ' t h a v e a n y t h i n g 

e l s e . T h e r e b e i n g n o t h i n g f u r t h e r i n t h i s c a s e , Case 
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10677 w i l l be t a k e n under a d v i s e m e n t . 

(The f o r e g o i n g h e a r i n g was a d j o u r n e d a t t h e 

a p p r o x i m a t e hour o f 11:00 a.m.) 

-^^LL^C^L 
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STATE OF NEW MEXICO ) 

COUNTY OF SANTA FE ) 

I , FREDA DONICA, RPR, a C e r t i f i e d C o u r t 

R e p o r t e r , DO HEREBY CERTIFY t h a t I s t e n o g r a p h i c a 1 1 y 

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

D i v i s i o n ; a n d t h a t t h e f o r e g o i n g i s a t r u e , c o m p l e t e 

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

h e a r i n g as a p p e a r s f r o m my s t e n o g r a p h i c n o t e s so t a k e n 

and t r a n s c r i b e d u n d e r my p e r s o n a l s u p e r v i s i o n . 

I FURTHER CERTIFY t h a t I am n o t r e l a t e d t o n o r 

e m p l o y e d by a n y o f t h e p a r t i e s h e r e t o , a n d h a v e no 

i n t e r e s t i n t h e o u t c o m e h e r e o f . 

DATED a t S a n t a Fe, New M e x i c o , t h i s 2 6 t h 

day o f M a r c h , 1 9 9 3 . 

F r e d a Don i c a 
C e r t i f i e d C o u r t R e p o r t e r 
CCR No. 45 
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