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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

APPLICATION OF MERIDIAN OIL INC. 

CASE NO. 10735 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 
EXAMINER HEARING 

BEFORE: M i c h a e l E. S t o g n e r , H e a r i n g Examiner 

June 3, 1993 

Santa 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 June 3, 1993, 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 Land 

O f f i c e B u i l d i n g , 310 O l d Sa 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 L i s a Danner-Suggs, C e r t i f i e d C o u r t 

R e p o r t e r No. 257, f o r t h e S t a t e o f New M e x i c o . 
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OIL CONSERVATION DIVISION 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

2 

I N D E X 

June 3, 1993 
Exa m i n e r H e a r i n g 
CASE NO. 10735 

PAGE 
APPEARANCES 3 

MERIDIAN'S WITNESSES: 

ALAN ALEXANDER 
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 S t o g n e r 16 

SCOTT DAVES 
E x a m i n a t i o n by Mr. K e l l a h i n 22 
E x a m i n a t i o n by Exa m i n e r S t o g n e r 38 
F u r t h e r E x a m i n a t i o n by 
Mr. K e l l a h i n 65 

TOM YERSAK 
E x a m i n a t i o n by Mr. K e l l a h i n 51 
E x a m i n a t i o n by Exa m i n e r S t o g n e r 62 

REPORTER'S CERTIFICATE 71 

E X H I B I T S 
ID ADMTD 

E x h i b i t A. P l a t o f H u e r f a n o F e d e r a l U n i t 6 16 
E x h i b i t B . P l a t s o f I n d i v i d u a l W e l l s 11 16 
E x h i b i t C . Computer L i s t i n g o f Owners 12 16 
E x h i b i t D . L i s t o f I n t e r e s t Owners 13 16 
E x h i b i t E . C e r t i f i c a t e o f M a i l i n g 13 16 
E x h i b i t F . O r i e n t a t i o n Map o f H u e r f a n o U n i t 52 62 
E x h i b i t G. F r u i t l a n d C o a l / P i c t u r e d C l i f f s 

S t r a t i g r a p h i c C r o s s - S e c t i o n A-A' 52 62 
E x h i b i t H . F r u i t l a n d F o r m a t i o n Net 

Co a l I s o p a c h 56 62 
E x h i b i t I . P i c t u r e d C l i f f s S a n d s t o n e 

Net Pay I s o p a c h 57 62 
E x h i b i t J . P i c t u r e d C l i f f s Net Pay I s o p a c h 6 0 62 
E x h i b i t K. F r u i t l a n d C o a l Net T h i c k n e s s Map 6 0 62 
E x h i b i t L. Base o f L a s t F r u i t l a n d C o a l 

S t r u c t u r e 6 0 62 
E x h i b i t M. F r u i t l a n d C o a l / P i c t u r e d C l i f f s 

S t r a t i g r a p h i c C r o s s - S e c t i o n B-B' 54 62 
E x h i b i t N . H u e r f a n o U n i t s #46 and #59 

I l l u s t r a t i o n s 28 38 
E x h i b i t 0. H u e r f a n o U n i t #46 

A l l o c a t i o n F o r m u l a 30 38 
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A P P E A R A N C E S 

FOR THE APPLICANT: KELLAHIN AND KELLAHIN 
117 N. Guadalupe 
Santa Fe, New Mexi c o 
BY: W. THOMAS KELLAHIN, ESQ. 
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EXAMINER STOGNER: 

Now w e ' l l c a l l next case number 10735 which 

i s t h e a p p l i c a t i o n of M e r i d i a n O i l I n c . f o r downhole 

commingling procedure w i t h i n t h e Huerfano U n i t i n San 

Juan County, New Mexico. I w i l l c a l l f o r appearances. 

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

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

K e l l a h i n a p p e a r i n g on b e h a l f of t h e 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 t o be sworn. 

EXAMINER STOGNER: Are t h e r e any o t h e r 

appearances i n t h i s m a t t e r ? There b e i n g none, w i l l t h e I 

wit n e s s e s please stand t o be sworn a t t h i s t i m e . 

(Witnesses sworn.) | 

MR. KELLAHIN: Mr. Examiner, here's an ! 
I 

e x h i b i t book and a couple of e x t r a c o p i e s . I ' d l i k e t o 

c a l l a t t h i s t i m e Mr. Alan Alexander. ' 
i 

ALAN ALEXANDER 

th 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. Alexander, would you please s t a t e your 

name and occupa t i o n ? 

A. My name i s A l l e n Alexander. I'm c u r r e n t l y 

employed as a s e n i o r l a n d a d v i s o r w i t h M e r i d i a n O i l 
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I n c . i n t h e i r F a r m i n g t o n , New Me x i c o o f f i c e . 

Q. Have y o u , as a p e t r o l e u m landman i n 

F a r m i n g t o n f o r y o u r company, Mr. A l e x a n d e r , made a 

r e v i e w o f t h e l a n d t i t l e i n f o r m a t i o n u t i l i z e d by y o u r 

company f o r what i s d e s c r i b e d as t h e H u e r f a n o U n i t ? 

A. Yes, I have r e v i e w e d t h a t . 

Q. As p a r t o f t h a t s t u d y and r e v i e w , have you 

s a t i s f i e d y o u r s e l f t h a t M e r i d i a n has c o r r e c t l y 

i d e n t i f i e d t h e v a r i o u s i n t e r e s t owners t h a t have an 

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

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

A. Yes, I b e l i e v e t h a t we have c o r r e c t l y 

i d e n t i f i e d t h o s e o wners. 

Q. I n a d d i t i o n , do you b e l i e v e y ou have 

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

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

n o t i c e r u l e s ? 

A. Yes, we have. 

Q. A r e you g e n e r a l l y f a m i l i a r w i t h t h e 

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

t h e u n i t a g r e e m e n t s i n v o l v e d f o r t h e H u e r f a n o U n i t ? 

A. Yes, I am. 

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

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

EXAMINER STOGNER: Mr. A l e x a n d e r i s so 
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q u a l i f i e d . 

MR. KELLAHIN: Mr. E x a m i n e r , so t h a t y o u can 

see how t h e e x h i b i t book i s o r g a n i z e d , Mr. A l e x a n d e r 

has p r o v i d e d an i n d e x t o t h e e x h i b i t book. Each o f t h e 

e x h i b i t s i s i d e n t i f i e d s t a r t i n g w i t h E x h i b i t A r u n n i n g 

t h r o u g h E x h i b i t 0. I p r o p o s e t o p r e s e n t h i s l a n d 

t e s t i m o n y f i r s t . W e ' l l t h e n s k i p down and p r e s e n t Mr. 

S c o t t Daves' e n g i n e e r i n g t e s t i m o n y t o d e s c r i b e how he 

p r o p o s e s t o a l l o c a t e p r o d u c t i o n between t h e two p o o l s . 

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

ca s e . Then w e ' l l p r e s e n t t h e g e o l o g i c e v i d e n c e l a s t . 

Mr. A l e x a n d e r has b r o u g h t w i t h h i m a l a r g e r 

copy o f t h e e x h i b i t map t h a t i d e n t i f i e s t h e u n i t a r e a 

and w h i c h i s shown on a s m a l l e r s c a l e b e h i n d E x h i b i t 

Tab A. T h a t r e d u c e d copy i s a l i t t l e h a r d t o r e a d and 

so h e r e ' s a l a r g e r one t h a t may a i d you as Mr. 

A l e x a n d e r i l l u s t r a t e s what h i s company p r o p o s e s t o do. 

Q. (BY MR. KELLAHIN) L e t ' s go t o E x h i b i t A, 

Mr. A l e x a n d e r , and b e f o r e we d i s c u s s t h e s p e c i f i c s , 

i d e n t i f y f o r us what we're l o o k i n g a t . 

A. We're l o o k i n g a t a p l a t o f t h e H u e r f a n o 

F e d e r a l U n i t . On t h a t p l a t y ou w i l l see w e l l s y m b o l s 

f o r b o t h P i c t u r e d C l i f f s and F r u i t l a n d C o a l W e l l s w h i c h 

a r e t h e t r i a n g u l a r s y m b o l s . You w i l l see t h e u n i t 

o u t l i n e d i n t h e d a r k g r e e n l i n e , and t h e n you w i l l see 
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t h e p a r t i c i p a t i n g a r e a s f o r t h e P i c t u r e d C l i f f s 

f o r m a t i o n t h a t i s a r e d hash mark. You w i l l a l s o see 

t h e e x i s t i n g s i n g u l a r F r u i t l a n d C o a l p a r t i c i p a t i n g a r e a 

w h i c h i s a s e r i e s o f dashes, a hash mark w i t h a s e r i e s 

o f dashes. 

You w i l l a l s o n o t e t h a t we have d e s c r i b e d 

t h e F r u i t l a n d D r i l l b l o c k s t h a t we're t a l k i n g a b o u t t h i s 

m o r n i n g w i t h a brown c o l o r e d hash mark as w e l l as t h e 

P i c t u r e d C l i f f s D r i l l b l o c k s t h a t we're t a l k i n g a b o u t 

t h i s m o r n i n g i n diamond shaped hash m a r k i n g s . 

Q. I d e n t i f y f o r us t h e two P i c t u r e d C l i f f 

p o o l s , a p o r t i o n o f each o f w h i c h i s l o c a t e d w i t h i n t h e 

u n i t b o u n d a r y . 

A. I f you l o o k up t o t h e n o r t h w e s t e r n q u a d r a n t 

o f t h e map, y o u ' l l see a c l u s t e r o f w e l l s and a l s o a 

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

a r e a . T h a t P i c t u r e d C l i f f s p o o l up t h e r e i s known as 

t h e West K u t z - P i c t u r e d C l i f f s p o o l . The p o o l o v e r on 

t h e n o r t h e a s t e r n and e a s t e r n q u a d r a n t o f t h e map 

c o n s i s t s o f t h e B a l l a r d P i c t u r e d C l i f f s p o o l . 

Q. I d e n t i f y f o r us t h e t h r e e t r a c t s o r s p a c i n g 

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

s t a r t i n g o f f w i t h t h e s p a c i n g u n i t f o r U n i t W e l l 549. 

A. Yes. A g a i n , i f y o u ' l l l o o k t o t h e 

n o r t h e a s t e r n q u a d r a n t , y o u ' l l see t h e brown h a s h i n g 
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t h a t r u n s on a n o r t h w e s t - s o u t h e a s t t r e n d d i r e c t i o n , 

I mean. I t ' s i n s e c t i o n 33 o f -- l e t me g e t you t h e 

c o r r e c t t o w n s h i p and r a n g e f o r t h a t --

MR. KELLAHIN: I t ' s on page two o f t h e 

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

A. Yes. T h a t d r i l l b l o c k i s t h e d r i l l b l o c k t h a t 

we're p r o p o s i n g f o r t h e H u e r f a n o U n i t Number 549 W e l l . 

And i t ' s l o c a t e d s e c t i o n 3327 n o r t h 10 w e s t . I f y o u ' l l 

l o o k down t o t h e e a s t e r n p a r t o f t h e u n i t , a g a i n 

l o o k i n g f o r t h e brown F r u i t l a n d D r i l l b l o c k h a t c h i n g 

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

i n s t a n c e , i n s e c t i o n s 23 and 26, 26 n o r t h 9 w e s t , you 

w i l l f i n d i n s e c t i o n 23 -- I'm s o r r y , i n s e c t i o n 26, 

y o u ' l l f i n d t h e H u e r f a n o U n i t Number 59 W e l l . And i n 

s e c t i o n 23 y o u ' l l f i n d t h e H u e r f a n o U n i t Number 46 

W e l l . 

B o t h o f t h e 46 W e l l and t h e 59 W e l l a r e 

e x i s t i n g F r u i t l a n d -- I'm s o r r y -- e x i s t i n g P i c t u r e d 

C l i f f s w e l l s i n w h i c h we a r e p r o p o s i n g t o commingle and 

r e c o m p l e t e w i t h t h e F r u i t l a n d C o a l f o r m a t i o n . The 

Number 549 W e l l t h a t I spoke o f p r e v i o u s l y i s a new 

w e l l t h a t we w i l l d r i l l , t e s t , and h o p e f u l l y c o mmingle 

b o t h t h e F r u i t l a n d and t h e P i c t u r e d C l i f f s f o r m a t i o n s . 

Q. A r e t h e r e any e x i s t i n g F r u i t l a n d c o a l - g a s 

w e l l s p a c i n g u n i t s w i t h i n t h e u n i t a r e a ? 
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A. Yes t h e r e a r e . And more p a r t i c u l a r l y , t h e r e 

i s one F r u i t l a n d -- you w i l l see i t on t h e map. Th e r e 

i s a F r u i t l a n d p a r t i c i p a t i n g a r e a . The i n i t i a l 

p a r t i c i p a t i n g a r e a t h a t was e s t a b l i s h e d , e f f e c t i v e 4/24 

of ' 89 . 

Q. C u r r e n t l y t h a t c o n s i s t s o f a s i n g l e 360 --

320 a c r e h a l f s e c t i o n s p a c i n g u n i t i n s e c t i o n 26, i s 

i t , o f 26 n o r t h 9 west? 

A. B a s i n 28. These numbers a r e a l i t t l e b i t 

h a r d t o r e a d — o f 26 and 9. I b e l i e v e t h a t ' s r i g h t . 

Yes . 

Q. On a p r i o r o c c a s i o n has t h e D i v i s i o n 

a p p r o v e d t h e t y p e o f a d m i n i s t r a t i v e p r o c e d u r e 

a u t h o r i z i n g d o wnhole c o m m i n g l i n g f o r any o f t h e o t h e r 

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

A. Yes, we do have an o r d e r t h a t a u t h o r i z e d us 

t o commingle t h e Mesa Verde and Dak o t a f o r m a t i o n s . And 

f o r t h a t r e f e r e n c e you can r e f e r t o o r d e r number 

R-9711. 

MR. KELLAHIN: Mr. E x a m i n e r , h e r e ' s a copy 

o f t h a t p r i o r i t y . 

EXAMINER STOGNER: I s t h i s p a r t o f t h e 

e x h i b i t t o d a y ? 

MR. KELLAHIN: No. T h e y ' r e j u s t a r e f e r e n c e 

f o r you t o i n d i c a t e what we've done i n t h e r e c e n t p a s t 
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f o r c o m m i n g l i n g . 

EXAMINER STOGNER: I ' l l make a d m i n i s t r a t i v e 

n o t i c e o f o r d e r number R-9711. 

MR. KELLAHIN: Thank y o u , s i r . 

Q. (BY MR. KELLAHIN) Summarize f o r u s , w i t h i n 

t h e c o n t e x t o f t h e u n i t , what y o u ' r e s e e k i n g w i t h t h i s 

a p p l i c a t i o n , Mr. A l e x a n d e r . 

A. We're s e e k i n g t o commingle t h e F r u i t l a n d and 

P i c t u r e d C l i f f s f o r m a t i o n s . And t h e 46 and 59 W e l l s , as 

I m e n t i o n e d p r e v i o u s l y , t h o s e a r e c u r r e n t l y e x i s t i n g 

w e l l s c o m p l e t e d i n t h e P i c t u r e d C l i f f s . And we w o u l d 

l i k e t o go ahead and c o m p l e t e t h e F r u i t l a n d C o a l and 

commingle t h o s e r e s e r v o i r s . We a l s o w o u l d l i k e t o 

d r i l l a new w e l l , t h e Number 549 W e l l . And a g a i n , we 

w o u l d l i k e t o commingle t h e P i c t u r e d C l i f f s and t h e 

F r u i t l a n d C o a l f o r m a t i o n i n t h a t w e l l . 

A l l o f t h e s e w e l l s 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 H u e r f a n o U n i t . We do have d i f f e r e n t o w n e r s h i p 

i n t h e H u e r f a n o U n i t b ecause, as you can see, we a r e 

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

a r e a . And we a r e a l s o d e a l i n g w i t h d r i l l b l o c k i n t e r e s t 

on t h e F r u i t l a n d C o a l f o r m a t i o n . 

Q. A r e you a l s o s e e k i n g an a d m i n i s t r a t i v e 

p r o v i s i o n f r o m t h e D i v i s i o n so t h a t f u t u r e a p p l i c a t i o n s 

f o r downhole c o m m i n g l i n g can be p r o c e s s e d 
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a d m i n i s t r a t i v e l y w i t h o u t t h e n e c e s s i t y o f n o t i c e o f 

h e a r i n g ? 

A. Yes, we a r e . 

Q. And t h a t w o u l d be f o r t h e two f o r m a t i o n s 

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

P i c t u r e d C l i f f be i n t h e B a l l a r d P i c t u r e d C l i f f o r t h e 

West K u t z - P i c t u r e d C l i f f ? 

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

Q. L e t ' s t u r n now t o t h e s u b j e c t o f t h e 

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

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

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

number w i l l we f i n d t h a t i n f o r m a t i o n ? 

A. B e h i n d E x h i b i t Tab B, we have p r o v i d e d p l a t s 

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

m o r n i n g . And on t h o s e p l a t s — t h e y ' r e n o n s e c t i o n a r y 

p l a t s -- you w i l l see t h e o f f s e t o w n e r s / o p e r a t o r s 

i l l u s t r a t e d by a l p h a b e t i c l e t t e r s . And t h e n a t t h e 

b o t t o m o f t h e page, o r on t h e n e x t page as t h e case may 

be, f o r each o f t h e e x h i b i t s we have i n d e x e d t h a t 

a l p h a b e t i c l e t t e r w i t h t h e a p p r o p r i a t e p a r t y t h a t we 

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

Q. Have you r e c e i v e d any o b j e c t i o n f r o m any o f 

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

h e a r i n g ? 
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A. We have n o t r e c e i v e d an o b j e c t i o n f r o m any 

o f t h e owners o r o p e r a t o r s t h a t we have n o t i f i e d i n 

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

Q. L e t ' s t u r n now t o t h e t o p i c o f t h e i n t e r e s t 

owners w i t h i n t h e u n i t a r e a t h a t w i l l s h a r e i n t h e 

p r o d u c t i o n f r o m y o u r p o o l . F i r s t o f a l l , how have you 

i d e n t i f i e d t h o s e owners? 

A. I n o r d e r t o i d e n t i f y a l l o f t h e p a r t i e s --

and we were n o t so c o n c e r n e d w i t h o v e r i d e n t i f i c a t i o n , 

b u t we w a n t e d t o make s u r e t h a t we d i d g e t e v e r y b o d y 

i d e n t i f i e d . I f you l o o k b e h i n d E x h i b i t Tab Number C, 

you w i l l see l i s t i n g -- c o m p u t e r l i s t i n g t h a t we 

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

o f t h e owners t h a t we c u r r e n t l y have on pay i n t h e 

H u e r f a n o U n i t f o r t h e P i c t u r e d C l i f f s f o r m a t i o n , t h e 

F r u i t l a n d f o r m a t i o n and t h e Da k o t a f o r m a t i o n . 

Most o f t h e i n t e r e s t i n t h e H u e r f a n o U n i t i s 

s i m i l a r t h r o u g h t h e -- a l l o f t h e d e p t h s down t h r o u g h 

t h e D a k o t a and each o f t h e t r a c t s . So i n t h i s way we 

were a b l e t o l o c a t e , i d e n t i f y and r e c e i v e — we have a 

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

r o y a l t i e s , o v e r r i d e s and w o r k i n g i n t e r e s t o w n e r s . 

Q. Have you caused n o t i f i c a t i o n t o be s e n t t o 

a l l t h o s e i n t e r e s t owners t h a t w o u l d s h a r e i n 

p r o d u c t i o n e i t h e r f r o m t h e F r u i t l a n d f o r m a t i o n c o a l - g a s 
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p r o d u c t i o n o r t h e P i c t u r e d C l i f f s f o r m a t i o n p r o d u c t i o n ? 

A. Yes, we have. 

Q. And how i s t h a t shown? 

A. We have c o m p i l e d a l l o f t h o s e p a r t i e s and 

t a k e n o u t t h e d u p l i c a t e names t h a t we've e n c o u n t e r e d 

b e h i n d E x h i b i t Tab Number D. We have g i v e n a c o m p l e t e 

l i s t o f a l l o f t h e p a r t i e s we've n o t i f i e d . 

Q. I n c l u d i n g t h e i r a d d r e s s e s ? 

A. I n c l u d i n g t h e i r a d d r e s s e s . And we've 

a l r e a d y a l s o p r o v i d e d a copy o f t h e c e r t i f i e d m a i l 

r e c e i p t s f o r a l l o f t h e p a r t i e s . 

Q. To t h e b e s t o f y o u r k n o w l e d g e , have y o u 

r e c e i v e d any o b j e c t i o n f r o m any o f t h o s e p a r t i e s t h a t 

were n o t i f i e d ? 

A. We have n o t t o d a t e . 

Q. T u r n t o E x h i b i t E and 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 E i s a c e r t i f i c a t e o f m a i l i n g 

s t a t i n g t h a t we i n f a c t have n o t i f i e d a l l o f t h e 

p a r t i e s i n E x h i b i t D. 

Q. L e t ' s go back and have you g i v e us a summary 

of how t h e p a r t i c i p a t i n g a r e a s w o r k and how you expand 

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

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

A. P r o b a b l y t h e b e s t way t o t a l k a b o u t t h i s and 

i l l u s t r a t e i t i s t o go back t o E x h i b i t A. As you w i l l 
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n o t e , we have d e v e l o p e d P i c t u r e d C l i f f s p a r t i c i p a t i n g 

a r e a . We're c u r r e n t l y i n t h e 2 4 t h e x p a n s i o n o f t h a t 

p a r t i c i p a t i n g a r e a . The H u e r f a n o U n i t p r o v i d e s t h a t 

t h o s e p a r t i c i p a t i n g a r e a s do n o t i n f a c t have t o be 

c o n t i g u o u s . And as you w i l l see on t h e map, t h e y a r e 

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

The o n l y F r u i t l a n d c o m m e r c i a l w e l l we have 

t o d a t e we have d i s c u s s e d i n t h e n o r t h h a l f o f 28, 26 

n o r t h 9 w e s t . A l l t h e w e l l s i n t h e H u e r f a n o U n i t a r e 

i n i t i a l l y d r i l l e d on a d r i l l b l o c k b a s i s . And t h e r e a r e 

some e x c e p t i o n s i n t h e H u e r f a n o U n i t , on how you can 

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

d r i l l e d on a d r i l l b l o c k b a s i s . 

And t h e n i f t h e w e l l i s deemed c o m m e r c i a l , 

t h e n t h a t w e l l i s b r o u g h t i n t o t h e e x i s t i n g 

p a r t i c i p a t i n g a r e a . Or i f we d i d n o t have a p r i o r 

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

p a r t i c i p a t i n g a r e a f o r t h a t f o r m a t i o n . We do have 

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

we're d e a l i n g w i t h t h i s m o r n i n g . 

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

p a r t i c u l a r r e s e r v o i r s , we w i l l expand t h e a p p r o p r i a t e 

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

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

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

Q. I f t h e D i v i s i o n a p p r o v e s y o u r a p p l i c a t i o n , 

do you see any o p p o r t u n i t y f o r t h e v i o l a t i o n o f 

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

A. No. I b e l i e v e t h e u n i t a g r e e ment f u l l y and 

a d e q u a t e l y p r o t e c t s t h e i n t e r e s t owners and has 

e v a l u a t e d t h e i s s u e o f c o r r e l a t i v e r i g h t s . So I do n o t 

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

b o u n d a r i e s . 

Q. What does M e r i d i a n as o p e r a t o r a c h i e v e i f 

t h e D i v i s i o n a p p r o v e s an a d m i n i s t r a t i v e p r o c e d u r e by 

w h i c h f u t u r e downhole c o m m i n g l i n g s can be p r o c e s s e d 

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

A. W e l l , we b e l i e v e t h a t we can make t h e 

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

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

i n t e r e s t owners i n t h a t we do n o t have t o n o t i f y a v e r y 

l a r g e q u a n t i t y o f p e o p l e e v e r y t i m e we w i s h t o p u r s u e a 

c o m m i n g l i n g o p p o r t u n i t y i n t h e s e r e s e r v o i r s . 

Q. A t t h i s p o i n t , w i t h o u t t h a t p r o c e d u r e , e v e r y 

i n d i v i d u a l downhole c o m m i n g l i n g w e l l t h a t y ou seek t o 

d r i l l i n t h e f u t u r e o r t o commingle i n t h e f u t u r e i s 

g o i n g t o r e q u i r e a h e a r i n g ? 

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

Q. T e c h n i c a l l y , y ou c u r r e n t l y have d i f f e r e n c e 
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i n o w n e r s h i p because you have d i f f e r e n c e s i n 

p a r t i c i p a t i n g a r e a s ? 

A. T h a t i s c o r r e c t . And t h a t i s l i k e l y i n most 

a l l p r o b a b i l i t y w i l l c o n t i n u e i n t h e f u t u r e as we 

d e v e l o p t h e s e r e s e r v o i r s . 

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. A l e x a n d e r . Mr. E x a m i n e r , we move t h e 

i n t r o d u c t i o n o f h i s E x h i b i t s A t h r o u g h E. 

EXAMINER STOGNER: E x h i b i t s A t h r o u g h E 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 . Mr. A l e x a n d e r , l o o k i n g a t 

E x h i b i t L e t t e r A, what does t h e heavy g r e e n l i n e 

r e p r e s e n t ? 

THE WITNESS: The heavy g r e e n l i n e 

r e p r e s e n t s t h e H u e r f a n o U n i t b o u n d a r i e s . L e t me 

c l a r i f y t h a t f o r y o u . T h a t i s t h e a c r e a g e t h a t ' s 

d e d i c a t e d t o t h e H u e r f a n o U n i t . I f you go back t o t h e 

o r i g i n a l H u e r f a n o U n i t a g r e e m e n t , t h a t b o u n d a r y 

a c t u a l l y c o v e r s o t h e r a c r e a g e t h a t was n e v e r c o m m i t t e d 

t o t h e U n i t . So I w i s h t o c l a r i f y t h a t p o i n t f o r y o u . 

EXAMINER STOGNER: Now l e t me make s u r e t h a t 

I u n d e r s t a n d . On t h e a d m i n i s t r a t i v e p r o c e d u r e , on what 

a r e a y o u ' r e r e q u e s t i n g t h a t i t c o v e r , y o u ' r e s e e k i n g 

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

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

THE WITNESS: No, s i r . We're a s k i n g t h a t i t 
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i n c l u d e b o t h t h e F r u i t l a n d and t h e P i c t u r e d C l i f f s 

f o r m a t i o n s . 

EXAMINER STOGNER: L e t me r e p h r a s e my 

q u e s t i o n . The a r e a i n w h i c h y o u ' r e s e e k i n g f o r t h i s 

a d m i n i s t r a t i v e p r o c e d u r e r e p r e s e n t e d on E x h i b i t A i s 

j u s t t h e r e d hash-marked a r e a s shown i n t h e n o r t h w e s t 

and t h e n o r t h e a s t p o r t i o n o f t h e U n i t t h a t a r e o n l y i n 

t h e West K u t z - P i c t u r e d C l i f f s and t h e B a l l a r d P i c t u r e d 

C l i f f s . 

THE WITNESS: No, s i r . We're a c t u a l l y -- I 

j u s t r e p r e s e n t e d t h o s e a r e a s so you w o u l d see t h e two 

p o o l s t h a t we're d e a l i n g w i t h . A c t u a l l y , t h e y ' r e one 

p a r t i c i p a t i n g a r e a . B ut we have n o t i f i e d a l l o f t h e 

owners i n t h e H u e r f a n o U n i t and i m m e d i a t e l y o f f s e t t i n g 

t h e b o u n d a r y o f t h e H u e r f a n o U n i t f o r b o t h t h e P i c t u r e d 

C l i f f s f o r m a t i o n , r e g a r d l e s s o f t h e p o o l t h a t i t ' s i n , 

and f o r t h e F r u i t l a n d f o r m a t i o n . 

So we're a s k i n g f o r an a d m i n i s t r a t i v e 

p r o c e d u r e any t i m e t h a t we w o u l d d r i l l o r commingle a 

w e l l , w h e t h e r t h a t w o u l d be a new d r i l l w e l l o r an 

e x i s t i n g w e l l t h a t we're r e c o m p l e t i n g and c o m m i n g l i n g 

i n t h e F r u i t l a n d C o a l and t h e P i c t u r e d C l i f f s 

r e g a r d l e s s o f t h e p o o l o f t h e P i c t u r e d C l i f f s , t h a t we 

be g r a n t e d an a d m i n i s t r a t i v e p r o c e d u r e t o a c c o m p l i s h 

t h a t . Now t h a t can be anywhere w i t h i n t h e u n i t 
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b o u n d a r i e s t h a t we're a s k i n g f o r t h a t . 

EXAMINER STOGNER: And when y o u r e f e r t o t h e 

U n i t b o u n d a r y , y o u ' r e r e f e r r i n g t o t h e l a r g e g r e e n 

a r e a ? 

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

EXAMINER STOGNER: Now l e t me make s u r e t h a t 

I u n d e r s t a n d t h i s . F o r g i v e me. Because you o n l y 

m e n t i o n e d two p o o l s . You're t a l k i n g a b o u t j u s t where 

t h o s e two p o o l s a r e i n t h e heavy g r e e n a r e a , n o t h i n g 

more? J u s t where t h o s e t wo p o o l s a r e l o c a t e d ? 

MR. KELLAHIN: No, s i r . T h a t ' s s t i l l n o t 

r i g h t . 

THE WITNESS: We're a s k i n g , any t i m e we 

w o u l d e n c o u n t e r t h e F r u i t l a n d C oal o r t h e P i c t u r e d 

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

we be a l l o w e d t h i s a d m i n i s t r a t i v e p r o c e d u r e as l o n g as 

t h a t w e l l i s l o c a t e d i n s i d e o f t h e H u e r f a n o U n i t 

b o u n d a r y t h a t i s i l l u s t r a t e d on E x h i b i t A. 

We do n o t i n t e n d t o ask f o r a l i m i t a t i o n 

s p e c i f i c a l l y j u s t t o t h e West Kutz and t h e B a l l a r d 

P i c t u r e d C l i f f s p o o l . We're a s k i n g t h a t f o r t h e 

P i c t u r e d C l i f f s f o r m a t i o n , r e g a r d l e s s o f what p o o l t h a t 

m i g h t e v e n t u a l l y be d e d i c a t e d t o o r i s c u r r e n t l y 

d e d i c a t e d t o . 

EXAMINER STOGNER: And y o u ' r e a l l u d i n g t o 
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t h e B a l l a r d P i c t u r e d C l i f f s and t h e West K u t z - P i c t u r e d 

C l i f f s t h e n , i n t h i s p a r t i c u l a r i n s t a n c e , was where t h e 

t h r e e w e l l s were? 

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

r e a s o n we w a n t e d t o d e s c r i b e t h o s e , so you u n d e r s t o o d 

w h i c h p o o l s we were a c t u a l l y d e a l i n g w i t h t o d a y . We 

d i d n o t i n t e n d t h a t t o be a l i m i t a t i o n on t h e 

a d m i n i s t r a t i v e p r o c e d u r e . 

EXAMINER STOGNER: Do you know i f any o f t h e 

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

r e p r e s e n t e d on E x h i b i t A a r e p r o r a t e d u n d e r R-80RA-170 

t h e gas p r o r a t i o n r u l e s and r e g u l a t i o n s ? 

THE WITNESS: N e i t h e r t h e -- t o o u r 

knowledge -- n e i t h e r t h e West K u t z n o r t h e B a l l a r d a r e 

p r o r a t e d p o o l s . I do n o t b e l i e v e t h a t we a r e d e a l i n g 

w i t h a p r o r a t e d p o o l i n t h e H u e r f a n o U n i t b o u n d a r y . 

EXAMINER STOGNER: How a b o u t t h e o t h e r t wo 

p o o l s t h a t a r e r e p r e s e n t e d -- two P i c t u r e d C l i f f p o o l s 

t h a t a r e r e p r e s e n t e d i n t h e U n i t b o u n d a r y . 

THE WITNESS: I d o n ' t b e l i e v e we're d e a l i n g 

w i t h a -- I have n o t made a s t u d y o f t h e o t h e r P i c t u r e d 

C l i f f s p o o l s t o t e l l you t h a t e x a c t l y . B u t I do n o t 

b e l i e v e t h a t we're d e a l i n g w i t h a p r o r a t e d P i c t u r e d 

C l i f f s gas p o o l i n t h e U n i t b o u n d a r y . 

EXAMINER STOGNER: And n e i t h e r a t t h i s t i m e 
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i s t h e B a s i n F r u i t l a n d C o a l , i s t h a t p r o r a t e d e i t h e r ; 

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

THE WITNESS: No, s i r , i t i s c u r r e n t l y n o t 

p r o r a t e d . 

EXAMINER STOGNER: I n a n u t s h e l l , what do 

you -- o r p e r h a p s t h i s i s t h e wrong w i t n e s s -- see t h a t 

t h e a d m i n i s t r a t i v e p r o c e d u r e how w o u l d t h a t change 

f r o m what we a l r e a d y have i n t h e g e n e r a l R u l e 303-C? 

THE WITNESS: The b a s i c change i s t h a t s i n c e 

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

u n i t , we w i l l n e a r l y a l w a y s be d e a l i n g w i t h d i v e r s e 

o w n e r s h i p s i n t h e d r i l l b l o c k s where t h e w e l l s a r e 

d r i l l e d . Because y o u ' r e p r o b a b l y d e a l i n g w i t h a 

p a r t i c i p a t i n g a r e a such as we're d e a l i n g w i t h , w i t h two 

o f t h e w e l l s t h i s m o r n i n g , f o r one f o r m a t i o n such as 

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

And t h e n t h e F r u i t l a n d C o a l , s i n c e we have a 

v e r y s m a l l p a r t i c i p a t i n g a r e a t h e r e . And even i f we 

had a l a r g e r p a r t i c i p a t i n g a r e a , y o u ' r e g o i n g t o be 

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

i n v o l v e two s e t s o f o w n e r s h i p s i n n e a r l y a l l c a s e s . So 

t h e r e f o r e , we w o u l d have t o come t o h e a r i n g because we 

have d i v e r s e o w n e r s h i p s i n each and e v e r y case i f we 

d i d n ' t g e t t h e a d m i n i s t r a t i v e p r o c e d u r e t o h a n d l e t h i s . 

MR. KELLAHIN: T h a t ' s t h e o n l y c h a n g e , Mr. 
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E x a m i n e r , f r o m t h e Rule 303 A d m i n i s t r a t i v e P r o c e s s i n g . 

W e ' l l meet a l l t h e o t h e r r e q u i r e m e n t s , b u t we want a 

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

EXAMINER STOGNER: W i t h a l l o t h e r 

r e q u i r e m e n t s i n 303-C b e i n g a p p l i c a b l e ? 

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

EXAMINER STOGNER: When I r e f e r t o E x h i b i t 

-- I guess E x h i b i t s C and B and E x h i b i t D b e i n g t h e 

r e t u r n r e c e i p t s and n o t i f i c a t i o n l i s t , does E x h i b i t D, 

t h e m a i l i n g l i s t , r e p r e s e n t y o u r E x h i b i t C, t h e d i v e r s e 

i n t e r e s t s ? 

THE WITNESS: I t r e p r e s e n t s t h a t , and i t 

r e p r e s e n t s t h e owners t h a t a r e l o c a t e d i m m e d i a t e l y 

o u t s i d e o f t h e u n i t b o u n d a r y . The E x h i b i t C l i s t s 

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

t h e H u e r f a n o U n i t . I n t h e v a r i o u s p a r t i c i p a t i n g 

a r e a s . 

EXAMINER STOGNER: J u s t r e f e r r i n g t o t h e 

l i s t o f E x h i b i t D, o f p e o p l e t h a t were n o t i f i e d , d i d 

M e r i d i a n r e c e i v e any n e g a t i v e comments o r o b j e c t i o n s t o 

t h i s p r o p o s e d p r o c e d u r e ? 

THE WITNESS: No, s i r . Not f r o m t h e l i s t o f 

t h e s e p a r t i e s a r e l i s t e d on — b e h i n d E x h i b i t D. We 

d i d r e c e i v e an i n q u i r y f r o m t h e Gas Company o f New 

Me x i c o . B u t t h e y ' r e n o t l i s t e d as an owner on E x h i b i t 
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D, and we do n o t b e l i e v e t h e y i n f a c t do own an 

o w n e r s h i p anywhere w i t h i n t h e H u e r f a n o U n i t . T h a t ' s 

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

a p p l i c a t i o n , was f r o m t h e Gas Company o f New M e x i c o . 

EXAMINER STOGNER: I have no f u r t h e r 

q u e s t i o n s o f Mr. A l e x a n d e r a t t h i s t i m e , Mr. K e l l a h i n . 

Do you have any a d d i t i o n a l q u e s t i o n s ? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: Does anybody e l s e have 

any q u e s t i o n s o f Mr. A l e x a n d e r ? I f n o t , you may be 

ex c u s e d . Mr. K e l l a h i n ? 

MR. KELLAHIN: I ' d l i k e t o c a l l Mr. S c o t t 

Daves. 

SCOTT DAVES, 

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. Daves, w o u l d y o u p l e a s e s t a t e y o u r name 

and o c c u p a t i o n . 

A. My name i s S c o t t Daves. I am a r e s e r v o i r 

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

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

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

A. Yes, I have. 
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Q. I n a d d i t i o n , have you t e s t i f i e d i n p r i o r 

c ases c o n c e r n i n g downhole c o m m i n g l i n g o f v a r i o u s p o o l s 

w i t h a p p r o v a l o f t h e D i v i s i o n ? 

A. Yes, I have. 

Q. Have you i n t h e p a s t w o r k e d on a l l o c a t i o n 

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

D i v i s i o n i n w h i c h you were a l l o c a t i n g F r u i t l a n d 

c o a l - g a s p r o d u c t i o n w i t h some o t h e r r e s e r v o i r ? 

A. Yes, I have. 

Q. And p u r s u a n t t o y o u r employment as a 

r e s e r v o i r e n g i n e e r , have y o u a c c o m p l i s h e d t h o s e d u t i e s 

w i t h r e g a r d t o t h i s case? 

A. Yes, I have. 

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

e x p e r t r e s e r v o i r e n g i n e e r . 

EXAMINER STOGNER: Mr. Daves i s so 

q u a l i f i e d . 

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

E x h i b i t A and l e t ' s j u s t use t h a t as an i l l u s t r a t i o n . 

L e t ' s t a l k f i r s t a b o u t t h e r e s e r v o i r a s p e c t s o f t h e 

P i c t u r e d C l i f f s f o r m a t i o n . G i v e us a g e n e r a l sense o f 

where we a r e w i t h r e g a r d s t o t h e t w o p o o l s t h a t a r e 

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

what you see t h e o b j e c t i v e o f M e r i d i a n i s w i t h a p p r o v a l 

o f t h i s a p p l i c a t i o n i n s o f a r as i t a f f e c t s t h e P i c t u r e d 
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C l i f f s . 

A. Where we see t h e P i c t u r e d C l i f f s r i g h t now 

i s , i t ' s b a s i c a l l y a somewhat d e p l e t e d r e s e r v o i r where 

t h e r e s e r v o i r p r e s s u r e s a r e a t o r b e l o w t y p i c a l 

p i p e l i n e p r e s s u r e s i n t h e a r e a . And i t ' s a s a n d s t o n e 

r e s e r v o i r , b a s i c a l l y i t ' s d r i v e n by gas d e p l e t i o n . 

Q. When you l o o k o v e r a t t h e B a l l a r d P i c t u r e d 

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

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

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

p r o d u c t i o n o u t o f t h e P i c t u r e d C l i f f w i t h i n t h e u n i t 

a r ea ? 

A. They a r e t y p i c a l s a n d s t o n e r e s e r v o i r s t h a t 

p r o d u c e gas. Th e r e a r e no l i q u i d s t h a t a r e p r o d u c e d 

w i t h them. They a r e a t -- i n t h e n e i g h b o r h o o d o f 175 

t o 200 pounds o f r e s e r v o i r p r e s s u r e . And t h e r e a g a i n , 

t h e y do p r o d u c e when l i n e p r e s s u r e s a r e l o w enough t o 

p r o d u c e . 

Q. To t a k e t h e two e x a m p l e s , W e l l 46 and 59 

w h i c h a r e e x i s t i n g PC w e l l s , and t o r e c o m p l e t e them so 

t h a t t h e y ' r e downhole c o m m i n g l e d w i t h t h e F r u i t l a n d 

c o a l - g a s p r o d u c t i o n , what a r e you a t t e m p t i n g t o a t t a i n ? 

A. What we're a t t e m p t i n g t o a t t a i n i n t h e s e two 

cases i s a commingle t h a t w i l l a l l o w us t o p r o d u c e t h e 

e x i s t i n g r e s e r v e s t h a t a r e i n t h e P i c t u r e d C l i f f s down 
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t o an abandonment and a l s o p r o d u c e t h e F r u i t l a n d 

c o a l - g a s t h a t i s a s s o c i a t e d w i t h t h o s e c o a l r e s e r v o i r s . 

Q. Can you a c c o m p l i s h t h a t w i t h s e p a r a t e 

w e l l b o r e s ? 

A. No. I t ' s uneconomic t o do t h a t . 

Q. As you move i n t o t h e P i c t u r e d C l i f f s a r e a 

f o r t h e West K u t z , i s t h e r e any s i g n i f i c a n t d i f f e r e n c e 

w i t h t h e r e s e r v o i r p r e s s u r e between t h e two ar e a s ? 

A. No. No, t h e y ' r e v e r y s i m i l a r . 

Q. When you t a l k a b o u t a new d r i l l , t o d r i l l a 

w e l l i n i t i a l l y t o be downhole c o m m i n g l e d w i t h P i c t u r e d 

C l i f f s and F r u i t l a n d p r o d u c t i o n s , what a r e you 

a c h i e v i n g w i t h t h a t c o n f i g u r a t i o n t h a t y ou c a n n o t 

o b t a i n i f you were t o d r i l l t h o s e two p o o l s s e p a r a t e l y ? 

A. An economic w e l l b o r e . An economic p r o j e c t . 

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

t h e economics a r e . 

A. I n a P i c t u r e d C l i f f s w e l l , t h e c o s t t o d r i l l 

one o f t h e s e i s such t h a t i t w o u l d t a k e a w e l l t h a t had 

a p p r o x i m a t e l y 750 m i l l i o n c u b i c f e e t o f gas a t an 

i n i t i a l r a t e o f 300 MCF a day t o make i t an economic 

p r o j e c t . 

EXAMINER STOGNER: I'm s o r r y . What was t h a t 

d a i l y r a t e ? 

A. 250 t o 300 MCF a day. 
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EXAMINER STOGNER: I'm s o r r y . Go ahead. 

THE WITNESS: T h a t ' s a l l r i g h t . 

Q. (BY MR. KELLAHIN) Do you e x p e c t t o see 

i n i t i a l l y d r i l l e d w e l l s w i t h i n t h e u n i t a r e a i n t h e 

P i c t u r e d C l i f f s t o have t h a t l e v e l o f p r o d u c t i v i t y ? 

A. P r o b a b l y n o t . 

Q. Does t h i s r e p r e s e n t a s a l v a g e o p p o r t u n i t y 

f o r t h e u n i t owners t o a c h i e v e a d d i t i o n a l P i c t u r e d 

C l i f f p r o d u c t i o n t h a t t h e y m i g h t n o t o t h e r w i s e a c h i e v e ? 

A. E x a c t l y . 

Q. T u r n y o u r a t t e n t i o n now t o t h e F r u i t l a n d 

C o a l . What's t h e o p p o r t u n i t y t h e r e f o r F r u i t l a n d 

c o a l - g a s w e l l s and why a r e you i n c l u d i n g t h a t t h e n w i t h 

t h e P i c t u r e d C l i f f s f o r c o m m i n g l i n g p u r p o s e s ? 

A. P r i m a r i l y , t h e f i r s t t h i n g t h a t we n o t i c e i s 

t h a t t h e f o r m a t i o n s a r e v e r y c l o s e t o g e t h e r . You can 

d r i l l a s i n g l e w e l l b o r e t h a t w i l l a l l o w y ou t o g e t a t 

b o t h r e s e r v o i r s . And t h e n t o be a b l e t o p r o d u c e them 

t o g e t h e r i s a — can you r e s t a t e t h a t q u e s t i o n ? 

Q. S u r e . On t h e F r u i t l a n d C o a l , d e s c r i b e f o r 

us why you c a n ' t s u c c e s s f u l l y p r o d u c e t h a t r e s e r v o i r 

w i t h a s t a n d - a l o n e w e l l d r i l l t o t h e F r u i t l a n d Coal? 

A. Oh, okay. So f a r t h e r e s u l t s t h a t we've had 

i n t h e H u e r f a n o U n i t have been r e a l m i x e d . Some w e l l s 

have been v e r y s u c c e s s f u l . T h e r e was a c o m m e r c i a l w e l l 
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1 -- one w e l l o u t o f t h e e n t i r e u n i t t h a t i s deemed 

2 c o m m e r c i a l a t t h i s p o i n t i n t i m e . Now t h e r e may be 

3 o t h e r s u l t i m a t e l y t h a t a r e . We're h o p i n g t h a t t h e s e 

4 w i l l be. But a t t h i s p o i n t , t h e y ' r e n o t c o m m e r c i a l . 

5 Q. I s i t r e a s o n a b l e f r o m a r e s e r v o i r management 

6 p e r s p e c t i v e t o add t h e P i c t u r e d C l i f f s i n t o t h e 

7 F r u i t l a n d C o a l w e l l b o r e and p r o d u c e b o t h o f t h e 

8 r e s e r v o i r s i n a com m i n g l e d w e l l b o r e ? 

9 A. Yes. 

10 Q. T h a t i s an a c c e p t a b l e , e f f i c i e n t way o f 

11- p r o d u c i n g t h o s e p o o l s ? 

12 A. Yes, s i r . 

13 Q. Do you see any p r e s s u r e d i f f e r e n t i a l ? 

14 A. S l i g h t . Maybe 100 pounds o f p r e s s u r e 

15 d i f f e r e n t i a l . 

16 Q. I t ' s g o i n g t o be w i t h i n 50 p e r c e n t ? 

17 A. R i g h t , r i g h t . 

18 Q. A r e t h e r e any f l u i d i n c o m p a t i b i l i t i e s t h a t 

19 you see? 

20 A. No, no. 

21 Q. Any k i n d o f w a t e r p r o b l e m s w i t h e i t h e r p o o l ? 

22 A. No. 

23 Q. You've done t h i s b e f o r e , w i t h o t h e r s p e c i f i c 

24 w e l l s , have you n o t ? 

25 A. R i g h t . 
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Q. Has t h e c o m m i n g l i n g p r o g r a m been a s u c c e s s 

f o r y o u r company? 

A. So f a r . 

Q. L e t ' s t u r n now t o t h e s p e c i f i c s o f W e l l 46. 

L e t me have you t u r n back t o E x h i b i t N, and l e t ' s l o o k 

a t t h e f i r s t d i s p l a y b e h i n d E x h i b i t N. Gi v e t h e 

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

t h e i l l u s t r a t i o n f o r W e l l 46 so he can see what you 

p r o p o s e t o do w i t h t h e w e l l . 

A. Okay. On t h e l e f t - h a n d s i d e , t h e w e l l b o r e 

d i a g r a m you see t h e r e i s what i s c u r r e n t l y i n p l a c e . 

The way t h a t w e l l was c o m p l e t e d i s a d r i l l t o r i g h t 

above t h e P i c t u r e d C l i f f s f o r m a t i o n . They s e t c a s i n g 

and t h e n t h e y moved o f f w i t h t h e d r i l l i n g r i g and t h e y 

came back on w i t h a c a b l e t o o l . They d r i l l e d o u t t h e 

f i n a l 2 0 0 - p l u s f e e t and t h e n t h e y d i d a s a n d / w a t e r f r a c 

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

Q. And how w o u l d you change t h e c o n f i g u r a t i o n 

t o add i n t h e F r u i t l a n d c o a l - g a s p r o d u c t i o n ? 

A. The o n l y t h i n g t h a t w e ' l l do d i f f e r e n t l y i s 

t h a t we w i l l t e s t t h e c a s i n g t o i n s u r e i t s i n t e g r i t y . 

And t h e n we w i l l move u p h i l l and p e r f o r a t e and f r a c t u r e 

s t i m u l a t e t h e F r u i t l a n d C o a l and t h e n we w i l l c o mmingle 

t h e t w o . 

Q. T u r n now t o t h e s c h e m a t i c f o r W e l l 59 w h i c h 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505 ) 984-2244 



29 

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

us ? 

A. S l i g h t l y d i f f e r e n t p r o c e d u r e h e r e . Here 

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

and cemented i t . And t h e n t h e y p e r f o r a t e d t h e P i c t u r e d 

C l i f f s and t h e n t h e y f r a c t u r e s t i m u l a t e d i t . And h e r e 

a g a i n , t h e o n l y t h i n g t h a t we w i l l do i s , we w i l l a g a i n 

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

s u i t a b l e . And t h e n we w o u l d p e r f o r a t e and f r a c t u r e 

s t i m u l a t e t h e F r u i t l a n d C o a l . 

Q. You d o n ' t have an i l l u s t r a t i o n o f what you 

p r o p o s e t o do w i t h t h e t h i r d w e l l ? 

A. The H u e r f a n o 549? 

Q. 549? 

A. I t w o u l d be a l m o s t i d e n t i c a l t o t h i s r i g h t 

h e r e , t h e a f t e r p i c t u r e , w h i c h w o u l d be t h e one on t h e 

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

C l i f f s f i r s t . And t h e n we w o u l d move up and w e ' l l 

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

Q. Have you r e v i e w e d t h e g e o l o g i c i n f o r m a t i o n 

t h a t has been p r e p a r e d by M e r i d i a n g e o l o g i s t s 

c o n c e r n i n g t h e mapping o f b o t h t h e F r u i t l a n d C o a l and 

t h e P i c t u r e d C l i f f s r e s e r v o i r s w i t h i n t h e u n i t 

b o u n d a r y ? 

A. Yes, I have. 
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Q. As a r e s e r v o i r e n g i n e e r , do you see any 

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

w i t h i n t h e u n i t b o u n d a r y w i l l be any d i f f e r e n t t h a n t h e 

k i n d s o f P i c t u r e d C l i f f s w e l l s t h a t a r e c u r r e n t l y 

p r o d u c i n g w i t h i n t h a t b o u n d a r y ? 

A. No. They s h o u l d be i d e n t i c a l . 

Q. You d o n ' t see an o p p o r t u n i t y f o r a new 

w o n d e r f u l P i c t u r e d C l i f f s r e s e r v o i r w i t h i n t h e u n i t 

b o u n d a r y t h a t can j u s t i f y i t s e l f on s t a n d - a l o n e w e l l s ? 

A. No. We've l o o k e d a t t h e P i c t u r e d C l i f f s 

q u i t e e x t e n s i v e l y i n t h i s a r e a , and t h a t ' s j u s t n o t 

f e a s i b l e , I w o u l d say. 

Q. What p o r t i o n o f t h e c o a l a r e we i n i n t h e 

H u e r f a n o U n i t ? Where a r e we l o c a t e d ? 

A. I n t h e u n d e r - p r e s s u r e d a r e a , t y p i c a l 

p r e s s u r e s r a n g e f r o m 300 t o 400 pounds. I t ' s a d r y 

F r u i t l a n d C o a l I guess you c o u l d c a l l i t , r e l a t i v e l y 

s p e a k i n g , t o some o f t h e a r e a s t o t h e n o r t h where you 

p r o d u c e w a t e r . These C o a l s do n o t p r o d u c e w a t e r . 

Q. Have you d e v e l o p e d a p r o p o s a l f o r t h e 

Examiner c o n c e r n i n g an a l l o c a t i o n f o r m u l a ? 

A. Yes, I have. T h a t ' s E x h i b i t 0. 

Q. L e t ' s t u r n t o E x h i b i t 0. L e t ' s l o o k f i r s t , 

i f y ou w i l l , a t t h e H u e r f a n o U n i t 46 a l l o c a t i o n 

f o r m u l a . D e s c r i b e f o r us y o u r method, and t h e n w e ' l l 
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t a l k a b o u t t h e s p e c i f i c d e t a i l s . 

A. Okay. The method f o r t h e two r e c o m p l e t i o n s 

was e s s e n t i a l l y -- you have e x i s t i n g p r o d u c t i o n f o r 

each o f t h e s e w e l l s , and t h e r e ' s a d e c l i n e c u r v e f o r 

each two pages b a c k . 

EXAMINER STOGNER: Excuse me j u s t f o r a 

second. 

THE WITNESS: What a l l o f t h e f i r s t p a r t o f 

t h i s e x h i b i t shows i s b a s i c a l l y a m a t h e m a t i c a l 

d e r i v a t i o n o f t h e l i n e t h a t you see on t h e --

MR. KELLAHIN: L e t me c a t c h up w i t h y o u . 

You're on t h e t h i r d page b a c k , y o u ' r e l o o k i n g a t t h e 

p r o d u c t i o n quad and t h e n t h e f o r e c a s t f o r t h e 46 W e l l ? 

A. R i g h t . 

Q. (BY MR. KELLAHIN) L e t ' s l o o k a t t h a t f o r a 

moment. D e s c r i b e f o r us what you see. 

A. What y o u have h e r e i s , t h i s i s t h e H u e r f a n o 

U n i t Number 46. On t h e r i g h t - h a n d s i d e t h e r e , i n t h a t 

box, you have d i f f e r e n t v a r i a b l e s . You have a d a t e , 

c u m u l a t i v e p r o d u c t i o n s , a r e f e r e n c e d a t e o f 12/99, and 

t h e n i f you move down, w a t e r p e r month, you can see 

t h a t t h e w a t e r t h e r e i s n o n e x i s t e n t . Then you have a 

c u m u l a t i v e p r o d u c t i o n , a r e m a i n i n g , and t h e n an EUR 

t h e r e . 

Q. L e t ' s l o o k a t t h e r e m a i n i n g r e s e r v e s t o be 
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r e c o v e r e d . What i s t h a t volume? 

A. T h a t i s 171 m i l l i o n c u b i c f e e t . And t h e n 

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

i s 1077 MCF p e r month. And a l l t h e a l l o c a t i o n f o r m u l a 

w i l l do i s b a s i c a l l y f o r e c a s t t h a t l i n e t o abandonment. 

Q. Okay. Now t a k e t h a t f o r e c a s t and show us 

how you p l u g i t back i n t o a l l o c a t i o n f o r m u l a . 

A. Okay. I f you f o l l o w t h r o u g h h e r e , what i t 

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

r e c o m p l e t i o n and t h e n i t goes t h r o u g h t h e d e c l i n e 

m e t h o d o l o g y t h e r e where t h e d e c l i n e i s e q u a l t o one 

minus t h e r a t e -- c u r r e n t r a t e d i v i d e d by t h e i n i t i a l 

r a t e . And t h e u n i t s — and t h a t ' s r a i s e d t o t h e one 

o v e r y e a r s . 

And Q2 i s t h e r a t e t h a t ' s a t any f u t u r e 

d a t e . And QI i s t h e c u r r e n t r a t e a t MCF p e r day. And 

t h e n t h a t e q u a t i o n t a k e s you where y o u can c a l c u l a t e , 

a t any g i v e n p o i n t , what t h e r a t e s h o u l d be. 

Q. Then what do you do? 

A. T h a t a l l o w s you t o , a t any p o i n t i n t i m e , 

g i v e n t h e i n i t i a l r a t e and t h a t d e c l i n e , f o r e c a s t what 

t h e r a t e s h o u l d be p e r month. 

Q. Once you've e s t a b l i s h e d by y o u r c a l c u l a t i o n 

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

w h at do you do a b o u t t h e F r u i t l a n d c o a l - g a s ? 
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A. The F r u i t l a n d c o a l - g a s w i l l be any gas above 

and beyond t h a t m o n t h l y p r o j e c t i o n . So i f you go 

t h r o u g h t h i s , what i t ' s s a y i n g a t t h e b o t t o m h e r e i s 

t h a t t h e F r u i t l a n d C o a l p r o d u c t i o n i s e q u a l t o t h e 

t o t a l p r o d u c t i o n minus t h a t p r o j e c t e d P i c t u r e d C l i f f 

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

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

p r o d u c t i o n . 

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

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

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

A. E x a c t l y . 

Q. From t h i s i n d i v i d u a l w e l l ? 

A. E x a c t l y . T h a t comes r i g h t o f f t h a t d e c l i n e 

c u r v e . 

Q. L e t ' s t a k e t h i s now and l o o k a t what you do 

f o r t h e 59 W e l l ? 

A. The p r o c e s s w i l l be i d e n t i c a l . 

Q. L e t ' s t u r n t h r e e pages back t h e n and l o o k a t 

t h e p r o d u c t i o n d e c l i n e p l o t f o r t h e 59 W e l l . 

A. Okay. 

Q. D e s c r i b e f o r us what t h a t shows. 

A. What t h a t ' s s h o w i n g i s a r e f e r e n c e d a t e . 

You can see what t h e p a s t p r o d u c t i o n was. And t h a t 

s t r a i g h t l i n e i s t h e f o r e c a s t e d p r o d u c t i o n . I n t h e 
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colum n on t h e r i g h t - h a n d s i d e , we have a r e m a i n i n g 

P i c t u r e d C l i f f s r e s e r v e s , t h e y e a r s t h a t i t ' s f o r e c a s t 

t o g e t t o t h o s e r e s e r v e s , and i n i t i a l r a t e and an 

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

Q. Once you have t h a t i n f o r m a t i o n , t h e n , t a k e 

i t back and p l u g i t i n t o t h e f o r m u l a f o r us f o r W e l l 

59 . 

A. Okay. Here a g a i n , you have an i n i t i a l r a t e , 

t h a t w o u l d be t h e t o p e q u a t i o n , t h e r e . Y ou're t r y i n g 

t o d e t e r m i n e t h e d e c l i n e . You have an i n i t i a l r a t e , 

and a r a t e a t any g i v e n p o i n t . And one minus t h a t w i l l 

g i v e you t h e d e c l i n e . So you can d e t e r m i n e Q2 a t any 

p o i n t , w h i c h i s e q u a l t o QI t i m e s one minus t h a t 

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

And t h a t w i l l a l w a y s g i v e you — t h a t w i l l 

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

C l i f f s . And t h e n t h e t o t a l p r o d u c t i o n o f t h e F r u i t l a n d 

C o a l p r o d u c t i o n i s t h e t o t a l p r o d u c t i o n minus t h a t 

a l l o c a t e d P i c t u r e d C l i f f s p r o d u c t i o n . 

Q. Now t a k e us t o an example o f a new d r i l l 

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

c o m m i n g l i n g p u r p o s e s w i t h i n t h e u n i t . How do you g e t 

t h e i n f o r m a t i o n , t h e n , t o a t t r i b u t e a c c u r a t e v a l u e s t o 

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

A. What we t y p i c a l l y a r e l o o k i n g f o r when we do 
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a new d r i l l i s , we e v a l u a t e t h e d r i l l b l o c k i t s e l f and 

s u r r o u n d i n g d r i l l b l o c k s t o d e t e r m i n e an o r i g i n a l gas 

i n p l a c e , a c u r r e n t gas i n p l a c e , and we use b i o m e t r i c 

methods, l o g a n a l y s i s , t h a t s o r t o f t h i n g . And we a l s o 

use m a t e r i a l bounds w h i c h i s p r e s s u r e v e r s u s Q 

p r o d u c t i o n . I n b o t h o f t h e s e p o o l s we have been a b l e 

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

t e c h n i q u e s we can g e t agreement on m a t e r i a l b a l a n c e and 

v o l u m e t r i c r e s e r v e s . 

And I 1 1 1 w a l k t h r o u g h t h e d e s c r i p t i o n on t h e 

H u e r f a n o 549. Here a g a i n , we're s a y i n g t o t a l 

p r o d u c t i o n i s e q u a l t o t h e F r u i t l a n d C o a l p r o d u c t i o n 

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

f o r m u l a t r y i n g t o s o l v e f o r F r u i t l a n d C o a l p r o d u c t i o n 

w h i c h i s e q u a l t o t h e t o t a l p r o d u c t i o n minus t h e 

P i c t u r e d C l i f f s p r o d u c t i o n s . 

And h e r e , what we're s a y i n g i s t h a t P i c t u r e d 

C l i f f s p r o d u c t i o n a t any p o i n t i n t i m e i s e q u a l t o t h e 

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

w e l l . And t h e n we s t e p down h e r e and we saw how t o 

d e t e r m i n e t h a t n o m i n a l d e c l i n e . And i f y o u ' l l r e f e r t o 

t h e v e r y l a s t page i n t h a t e x h i b i t , I ' l l w a l k you 

t h r o u g h a d e r i v a t i o n o f t h a t . 

I n t h i s p a r t i c u l a r c a s e , t h r o u g h v o l u m e t r i c s 

and m a t e r i a l b a l a n c e , we d e t e r m i n e t h a t t h e EUR f o r t h e 
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P i c t u r e d C l i f f s w i l l be e q u a l t o 1.08 t i m e s a r e s e r v o i r 

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

gave you an example i f t h e r e s e r v o i r p r e s s u r e was 300 

pounds, you w o u l d have a P i c t u r e d C l i f f s EUR o f 275.4 

m i l l i o n c u b i c f e e t o f gas. And I go t h r o u g h t h e 

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

says t h a t t h e i n i t i a l r a t e w i l l be e q u a l t o t h e t o t a l 

f o r t h e f i r s t month t i m e s t h e r a t i o o f t h e P i c t u r e d 

C l i f f s f l o w t e s t d i v i d e d by t h e summation o f t h e 

P i c t u r e d C l i f f s f l o w t e s t s and t h e F r u i t l a n d C o a l f l o w 

t e s t s . So t h e r e a g a i n , o u r f i r s t month's p r o d u c t i o n 

w o u l d be 15 m i l l i o n c u b i c f e e t o f gas. Our P i c t u r e d 

C l i f f s f l o w t e s t i s 500 MCF a day. Our F r u i t l a n d C o a l 

f l o w t e s t i s 400 MCF a day. 

And t h e n I go t h r o u g h t h e m a t h e m a t i c s t o 

d e t e r m i n e t h a t . And t h e n I e s t a b l i s h t h a t Q, t h a t t h e 

f i r s t month's P i c t u r e d C l i f f s i n i t i a l r a t e w o u l d be 8.3 

m i l l i o n c u b i c f e e t p e r month. And t h e n I s t e p down 

h e r e , and t h e n I d e t e r m i n e t h e d e c l i n e r a t e w h i c h i s 

t h e i n i t i a l r a t e d i v i d e d by t h e abandonment r a t e , i n 

t h i s case i s 300 MCF p e r month o r 10 MCF p e r day, and 

d i v i d e t h a t by t h e EUR, and t h a t g i v e s me a d e c l i n e o f 

.029 w h i c h i s 2.9 p e r c e n t . 

Now i f you r e f e r back t o t h e two d e c l i n e 

c u r v e s f o r t h e B a l l a r d , you see one i s 2.2 p e r c e n t and 
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t h e o t h e r i s , I b e l i e v e , 5.3 p e r c e n t . So i t ' s i n t h a t 

range which would make sense, i t ' s a s i m i l a r 

r e s e r v o i r . And then you can s o l v e f o r t h e F r u i t l a n d 

Coal p r o d u c t i o n which i s equal t o t h e t o t a l minus t h e 

a l l o c a t e d P i c t u r e d C l i f f s p r o d u c t i o n . And t h a t ' s 

b a s i c a l l y what I've done t h r o u g h t h e f i r s t page. And 

then I gave you an example of how I would c a l c u l a t e 

t h a t . 

The problem w i t h a new d r i l l i s t h a t you're 

going i n t o an area t y p i c a l l y t h a t doesn't have an 

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

d r i l l b l o c k . Whereas i n t h e case of a r e c o m p l e t i o n you 

have t h a t . So we're going t h r o u g h u s i n g t h e parameters 

of t h e r e s e r v o i r t o determine t h a t . 

Q. I n your o p i n i o n , i s t h a t a f a i r and 

e q u i t a b l e method f o r a l l o c a t i n g p r o d u c t i o n between t h e 

two r e s e r v o i r s ? 

A. Yes, i t i s . 

Q. I f you were r e c e i v i n g revenues based upon 

t h a t a l l o c a t i o n , would you be s a t i s f i e d , Mr. Daves? 

A. Yes, I would. 

Q. W i l l t h i s be an o p p o r t u n i t y , i f t h e Examiner 

approves i t , f o r M e r i d i a n t o e c o n o m i c a l l y r e c o v e r gas 

t h a t might not o t h e r w i s e be r e c o v e r e d from t h e 

r e s e r v o i r , thereby preventing waste? 
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A. Yes . 

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

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

A. Yes . 

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. Daves. We move t h e i n t r o d u c t i o n o f h i s E x h i b i t s 

N and 0. 

EXAMINER STOGNER: E x h i b i t s N and O 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 a t t h i s t i m e . 

Mr. Daves, l e t ' s go back t o t h e d e c l i n e i n 

t h i s a r e a . S h o u l d I d r i l l a w e l l i n t h e e x t r e m e 

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

d e c l i n e o f t h a t P i c t u r e d C l i f f s what w o u l d you 

a s s i g n t o W i l d c a t down i n t h e s o u t h e r n p o r t i o n ? 

THE WITNESS: I w o u l d p r o b a b l y go t h r o u g h 

t h e same p r o c e s s o f mapping t o d e t e r m i n e — o r a t l e a s t 

e s t i m a t e a v o l u m e t r i c EUR. And t h e n s u b s e q u e n t t o 

d r i l l i n g i t , I w o u l d assess what t h e r e s e r v o i r p r e s s u r e 

i s v i a a seven-day b u i l d - u p . And t h a t way I c o u l d l o c k 

i n on what i s t h e P i c t u r e d C l i f f s r e s e r v e f o r t h a t 

s p e c i f i c d r i l l b l o c k . And a t t h a t p o i n t I w o u l d go 

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

down a d e c l i n e . 

EXAMINER STOGNER: So t h a t a d i f f e r e n t 

d e c l i n e w o u l d be a s s i g n e d t o any p a r t i c u l a r w e l l 
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r e g a r d l e s s o f where you d r i l l ? Not a s i n g l e d e c l i n e , 

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

t h a t you had i n t h a t g e n e r a l a r e a and t h e n 

e x t r a p o l a t e d ? 

THE WITNESS: R i g h t . P l u s a l s o h a v i n g t h e 

s p e c i f i c d a t a f o r t h a t w e l l b o r e . We w o u l d have l o g s , 

we w o u l d have p r e s s u r e d a t a . We c o u l d p r e t t y w e l l v e r y 

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

d r i l l b l o c k . 

EXAMINER STOGNER: E x p l a i n t o me what k i n d 

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

t i m e o f c o m p l e t i o n . 

THE WITNESS: Okay. T y p i c a l l y , how we're 

d o i n g t h e s e r i g h t now i s t h a t we d r i l l , we l o g t h e 

w e l l , t h a t way we can d e t e r m i n e n e t pay p o r o s i t y , t h o s e 

s o r t s o f p a r a m e t e r s . We s e t c a s i n g w i t h cement, we 

come back w i t h a c o m p l e t i o n r i g , o r now we're d o i n g 

t h e s e r i g l e s s , where we go i n and c l e a n o u t , and t h e n 

we p e r f o r a t e , f r a c t u r e s t i m u l a t e , c l e a n up --

EXAMINER STOGNER: Okay. L e t ' s go back. On 

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

THE WITNESS: The P i c t u r e d C l i f f s . The 

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

s t i m u l a t e t h e P i c t u r e d C l i f f s , we c l e a n i t up, we f l o w 

i t back i n i t i a l l y t o a l l o w t h i s c l e a n up and t h e n we 
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s h u t i t i n f o r a seven-day b u i l d - u p . T h e r e f o r e , we g e t 

t h e r e s e r v o i r p r e s s u r e . And t h e n a t t h a t p o i n t we f l o w 

t e s t t h e w e l l . We c l e a n i t up and f l o w t e s t i t . 

EXAMINER STOGNER: For how l o n g o f a 

p e r i o d ? 

THE WITNESS: For 24 h o u r s . 

EXAMINER STOGNER: Okay. C o n t i n u e . 

THE WITNESS: And a t t h a t p o i n t , once we 

have t h e r e s e r v o i r p r e s s u r e and t h e f l o w r a t e , t h e n we 

go and we s e t a b r i d g e p l u g above t h e P i c t u r e d C l i f f s , 

b e tween t h e F r u i t l a n d C o a l and t h e P i c t u r e d C l i f f s , and 

do t h e same p r o c e d u r e f o r t h e F r u i t l a n d C o a l . And do 

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

p r e s s u r e and a f l o w r a t e . 

EXAMINER STOGNER: Seven-day b u i l d - u p , f l o w 

r a t e o f 24 h o u r s . 

THE WITNESS: Uh-huh. 

EXAMINER STOGNER: A f t e r t h e c o a l has been 

t e s t e d , t h e n w h a t ' s t h e p r o c e d u r e ? T a k i n g t h e b r i d g e 

p l u g o u t ? 

THE WITNESS: R i g h t . Take t h e b r i d g e p l u g 

o u t , r u n t u b i n g , f l o w t h e w e l l , c l e a n i t up and t h e n 

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

on i t , and t h e n t i e i t i n . 

EXAMINER STOGNER: A t any t i m e , i s t h e r e any 
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need t h a t you see f o r any a d d i t i o n a l t e s t t o be made? 

THE WITNESS: No, no. The o n l y o t h e r p i e c e 

o f d a t a you need a t t h a t p o i n t i s t h e f i r s t month's 

p r o d u c t i o n . 

EXAMINER STOGNER: When you say f i r s t 

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

t o t a l month's p r o d u c t i o n s ? 

THE WITNESS: R i g h t . F i r s t 30 d a y s . 

EXAMINER STOGNER: And t h e n y o u r f o r m u l a 

k i c k s i n ? 

THE WITNESS: R i g h t . And f r o m t h a t p o i n t 

on, y o u r P i c t u r e d C l i f f p r o d u c t i o n and y o u r r e s e r v e s 

a r e a known. 

EXAMINER STOGNER: So I see t h e f i g u r e 

Q t ( 1 ) , a t any t i m e t h a t i s t h a t f i r s t month's 

p r o d u c t i o n f r o m now on o u t ? 

THE WITNESS: R i g h t . 

EXAMINER STOGNER: I n y o u r e a r l i e r t e s t i m o n y 

you s a i d t h a t t h e i n i t i a l f l o w r a t e f o r P i c t u r e d — o r 

t h i s i s what I u n d e r s t a n d — i n i t i a l f l o w r a t e f o r 

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

p u r p o s e s o r s t a n d - a l o n e w o u l d have t o be a b o u t 250 t o 

300 MCF a day; i s t h a t c o r r e c t . 

THE WITNESS: Yes. 

EXAMINER STOGNER: How a b o u t f o r F r u i t l a n d 
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Coal? 

THE WITNESS: Somewhere i n t h e n e i g h b o r h o o d 

o f a b o u t 300 MCF a day. And t h i s i s f o r a new d r i l l . 

And a b o u t t h e same r e s e r v e s . 

EXAMINER STOGNER: How a b o u t f o r a 

r e c o m p l e t e d w e l l ? 

THE WITNESS: P r o b a b l y i n t h e n e i g h b o r h o o d 

o f a b o u t 200 MCF a day because t h e y ' r e a b o u t 2/3 o f 

what i t w o u l d c o s t t o d r i l l a w e l l . 

EXAMINER STOGNER: Do you know, say o v e r t h e 

n e x t y e a r o r t w o , how many r e c o m p l e t i o n s o r how many 

new d r i l l s s h o u l d t h i s o r d e r be app r o v e d ? 

THE WITNESS: Not o f f h a n d . I w o u l d n ' t want 

t o g i v e you a number t h a t I'm n o t s u r e a-bout. These 

a r e t h e o n l y t wo t h a t a r e b u d g e t e d a t t h i s p o i n t , o r 

t h e o n l y t h r e e t h a t a r e b u d g e t e d r i g h t now f o r t h e 

H u e r f a n o U n i t . 

EXAMINER STOGNER: When I r e f e r back t o 

E x h i b i t N, and t h i s shows you Number 46 W e l l , t h a t was 

c o m p l e t e d w i t h 7 i n c h c a s i n g s ? 

THE WITNESS: I b e l i e v e i t ' s e i t h e r 4-1/2 — 

5-1/2 i n c h c a s i n g . T h a t was t h e s t a n d a r d c o m p l e t i o n 

p r a c t i c e when t h i s w e l l was d r i l l e d -- was 9 t o 5 i n c h 

c a s i n g and 5-1/2 i n c h , two i n t e r m e d i a t e TD. 

EXAMINER STOGNER: I'm ass u m i n g t h a t y o u r 
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E x h i b i t N c o n t a i n s a t y p o ? 

THE WITNESS: I t ' s p o s s i b l e i t does. I'm 

n o t g o i n g t o g u a r a n t e e t h a t t h a t number's r i g h t . B ut 

t h e s t a n d a r d p r a c t i c e i n t h i s p a r t o f t h e San Juan 

B a s i n has been 9 t o 5/8 and t h e n 5-1/2, b u t i n t h i s 

case i t c o u l d be an e x c e p t i o n t o where i t i s 7 i n c h . 

R e a l l y w o u l d n ' t be t h a t much o f a — I mean, i t 

w o u l d n ' t make t h a t much d i f f e r e n c e . 

EXAMINER STOGNER: What do you mean, i t 

w o u l d n ' t make t h a t much d i f f e r e n c e ? 

THE WITNESS: As f a r as t h e way t h a t t h e 

w e l l ' s g o i n g t o p r o d u c e and t h e way t h a t y o u w o u l d 

c o m p l e t e i t . 

EXAMINER STOGNER: Can I r u n two s t r i n g s o f 

t u b i n g i n a 7 i n c h w e l l e a s i e r t h a n a 5-1/2 i n c h ? 

THE WITNESS: Yeah, you c o u l d . 

EXAMINER STOGNER: Or d u a l c o m p l e t i o n ? 

THE WITNESS: The p r o b l e m t h a t y o u ' r e g o i n g 

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

t o have t o s e t d u a l f a c i l i t i e s . And w i t h d u a l 

f a c i l i t i e s , y o u ' r e g o i n g t o need d u a l m e t e r r u n s , 

y o u ' r e g o i n g t o need d u a l c o m p r e s s o r s , y o u ' r e g o i n g t o 

need d u a l s e p a r a t i o n f a c i l i t i e s , d u a l f l o w l i n e s and 

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

EXAMINER STOGNER: And t h a t i s r e p r e s e n t e d 
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i n y o u r 250 t o 300 MCF a day f i g u r e y o u ' v e g i v e n me f o r 

t h e P i c t u r e d C l i f f s ? 

THE WITNESS: These w e l l s a r e p r o d u c i n g 

a p p r o x i m a t e l y 20 and 47 MCF a day i n t h e P i c t u r e d 

C l i f f s r i g h t now. 

EXAMINER STOGNER: And how a b o u t f o r t h e 

F r u i t l a n d Coal? 

THE WITNESS: Okay. Somewhere i n t h e 

n e i g h b o r h o o d o f 2 t o 300 MCF a day i s what we're 

e s t i m a t i n g f o r t h e c o a l . B ut t h e way t h a t we're d o i n g 

o u r economics on r e c o m p l e t i o n s i s t h a t we're a s s u m i n g 

t h a t we're o n l y g o i n g t o need t h e f a c i l i t i e s t h a t a r e 

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

u t i l i z i n g t h e same s t r i n g o f t u b i n g . 

U l t i m a t e l y , i t w o u l d be more c o s t e f f e c t i v e , 

r a t h e r t h a n t o d u a l i t , p r o b a b l y t o f l o o d back t h e 

P i c t u r e d C l i f f s and r e c o m p l e t e t h e F r u i t l a n d C o a l 

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

e q u i p m e n t . 

EXAMINER STOGNER: I guess I'm n o t q u i t e 

c l e a r on y o u r economics f o r a d u a l c o m p l e t e r as a 

opposed t o a downh o l e c o m m i n g l i n g . Now, I u n d e r s t a n d 

what y o u ' r e t e l l i n g me, b u t how a b o u t a f i g u r e ? How 

a b o u t some s o r t o f --

THE WITNESS: Okay. Then you w o u l d p r o b a b l y 
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be l o o k i n g a t n e e d i n g somewhere i n t h e n e i g h b o r h o o d o f 

250 t o 300 MCF a day t o d u a l c o m p l e t e t h i s w e l l . And 

t h a t ' s assuming t h a t y o u r c a s i n g does have i n t e g r i t y 

and t h a t you w o u l d n ' t have t o do an e x t r e m e amount o f 

work on i t t o r e p a i r y o u r c a s i n g . 

EXAMINER STOGNER: Now a r e you s a y i n g 250, 

300 MCF a day f o r each zone, o r t o t a l p r o d u c t i o n ? 

THE WITNESS: For each zone. 

EXAMINER STOGNER: S o m e t h i n g s t i l l seems 

a m i s s , because f o r a new d r i l l you had t o have 250 t o 

300. Now y o u ' r e s a y i n g 250 t o 300 f o r a d u a l 

c o m p l e t i o n . B ut you o n l y have one w e l l . 

THE WITNESS: I'm t a l k i n g a b o u t t h e 

F r u i t l a n d C o a l W e l l . 

EXAMINER STOGNER: A s t a n d - a l o n e P i c t u r e d 

C l i f f and a s t a n d - a l o n e F r u i t l a n d , t h e way I see y o u r 

e c o n o m i c s , i f we d r i l l e d one w i t h 7 i n c h , as y o u r 

number 46 shows on y o u r e x h i b i t , and now you t o l d me 

t h a t you r e a l l y d o n ' t know a b o u t t h i s w e l l . 

So t h e r e f o r e , I'm h a v i n g t o now q u e s t i o n a l l 

t h e o t h e r i n f o r m a t i o n t h a t y ou show on t h i s e x h i b i t . I 

w i l l now have t o p r o b a b l y go t o o u r w e l l f i l e s and 

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

a c c u r a t e . As opposed t o a s i n g l e d r i l l w i t h a d u a l 

c o m p l e t i o n . I'm s t i l l not c a t c h i n g why you s t i l l need 
_ _ _ _ 
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t h e same t o t a l v olumes f r o m each zone w i t h o n l y one 

w e l l ? 

THE WITNESS: I guess I'm n o t q u i t e 

u n d e r s t a n d i n g y o u r q u e s t i o n . 

EXAMINER STOGNER: I f I d r i l l t w o w e l l s s i d e 

by s i d e i n t h e P i c t u r e d C l i f f s and t h e F r u i t l a n d C o a l , 

y o u ' r e t e l l i n g me I have t o have 250 t o 300 MCF a day 

f o r i t t o pay o u t . I f I d r i l l one w e l l and d u a l 

c o m p l e t e i t , I have t o have t h e same p r o d u c t i o n r a t e s . 

Where d i d t h e d r i l l i n g c o s t s go? 

THE WITNESS: I guess I'm s t i l l n o t e x a c t l y 

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

EXAMINER STOGNER: I d r i l l one w e l l t o d u a l 

c o m p l e t e i t . You're t e l l i n g me t h a t ' s g o i n g t o c o s t 

t w i c e as much as d r i l l i n g two? Or i t ' s g o i n g t o c o s t 

me t h e same amount t o d r i l l t w o w e l l s , one t o t h e 

P i c t u r e d C l i f f s and one t o t h e F r u i t l a n d Coal? 

A c c o r d i n g t o y o u r e c o n o m i c s , t h a t ' s what I'm r e a d i n g . 

THE WITNESS: To d r i l l a F r u i t l a n d C o a l W e l l 

s t r a i g h t up, by i t s e l f , c o m p l e t e i t , f a c i l i t a t e i t , and 

p u t i t i n t o a p r o d u c t i o n s t a n d p o i n t , now I'm t a l k i n g a 

d r i l l w e l l , i t ' s g o i n g t o t a k e -- a t a minimum o f 300 

MCF a day t o make t h a t an economic w e l l b o r e . 

For a P i c t u r e d C l i f f s W e l l , i t ' s g o i n g t o 

t a k e i n t h e n e i g h b o r h o o d o f t h e same amount o f r a t e s --
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t h e c o s t s a r e f a i r l y s i m i l a r . I t ' s g o i n g t o t a k e a 

s l i g h t l y l e s s r a t e s i m p l y because t h e s t i m u l a t i o n s a r e 

s l i g h t l y d i f f e r e n t . But i t ' s g o i n g t o t a k e i n t h e 

n e i g h b o r h o o d o f 200 t o 250 MCF a day t o make t h e 

P i c t u r e d C l i f f s W e l l e c o nomic. I t h i n k t h a t ' s what I 

s a i d . Am I r i g h t ? 

EXAMINER STOGNER: I'm s o r r y ? 200 t o 250? 

THE WITNESS: 250. More l i k e l y , 250. 

EXAMINER STOGNER: Okay. So s c r a t c h t h e 250 

t o 300 t h a t y ou o r i g i n a l l y s t a t e d . So now we're down 

t o 200 and 250 f o r P i c t u r e d C l i f f s . 

THE WITNESS: Say 250. 

EXAMINER STOGNER: No, you s a i d 200 t o 250. 

W e ' l l s t a y w i t h t h a t . 

THE WITNESS: Okay. 

EXAMINER STOGNER: L e t ' s d o n ' t change i t 

anymore. U n l e s s you want t o go l o w e r ? 

THE WITNESS: No. 

EXAMINER STOGNER: So f o r d u a l c o m p l e t i o n , 

f o r i t t o be e c o n o m i c a l , I ' d have t o p r o d u c e between 

250 and 300 MCF i n each zone? 

THE WITNESS: No. From t h e c o a l s . 

EXAMINER STOGNER: Oh. 

THE WITNESS: On a d r i l l w e l l , a new d r i l l 

w e l l --
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EXAMINER STOGNER: Dual c o m p l e t e d . 

THE WITNESS: Dual c o m p l e t e d . 

EXAMINER STOGNER: New d r i l l . 

THE WITNESS: You're g o i n g t o need -- I ' d 

have t o s i t down and go t h r o u g h i t — b u t y o u ' r e g o i n g 

t o need a p p r o x i m a t e l y a combined r a t e -- now a r e we 

t a l k i n g c o m b i n e d r a t e s o r s i n g l e s t r i n g r a t e s ? I need 

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

EXAMINER STOGNER: You t e l l me. B o t h . 

THE WITNESS: Okay. The combined r a t e s f o r 

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

o f 550 t o 650 MCF a day. And t h e r e a g a i n , t h a t ' s g o i n g 

t o depend on what t h e EUR's a r e on t h e P i c t u r e d C l i f f s , 

what t h e p r e s s u r e s a r e . I t ' s n o t a s t r a i g h t f o r w a r d 

r a t e t y p e t h i n g . Because you have d e c l i n e s , you have 

r e s e r v e s , t h e r e ' s a l o t o f p i e c e s t h a t go i n t o t h a t 

number. You c a n ' t j u s t say i t ' s 400 h e r e and 200 

h e r e . T h e r e ' s more t o i t t h a n t h a t . 

E s s e n t i a l l y , a d u a l w e l l i s g o i n g t o 

p r o b a b l y cause you more p r o b l e m s . Because o f t h e d u a l 

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

t h i n g . And t h e r e a g a i n , you know, i f a l l t h e o t h e r 

p i e c e s and p a r t s t o t h e o r d e r f i t , and you can a l l o c a t e 

p r o d u c t i o n a d e q u a t e l y , i t seems l i k e i t w o u l d be w i s e r 

t o use t h e more economic c h o i c e . I mean, t h a t way you 
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d o n ' t c r e a t e w a s t e . 

EXAMINER STOGNER: L e t ' s go up t o t h e 

p r o c e d u r e i n w h i c h you had t o l d me t h e w e l l s were 

d r i l l e d and t e s t e d , showed a P i c t u r e d C l i f f s w e l l t e s t 

300 MCF a day. Would M e r i d i a n t h e n s t i l l p r o p o s e t o 

downhole commingle? 

THE WITNESS: T h a t w o u l d a l s o be a f u n c t i o n 

o f t h e r e s e r v o i r p r e s s u r e . I f i t had 500 pounds, you 

may n o t . I f i t had 200 pounds, you p r o b a b l y w o u l d n ' t 

want t o d u a l i t . Because y o u r r e s e r v e s w o u l d be q u i t e 

a b i t l e s s . 

EXAMINER STOGNER: What p a r a m e t e r s t h e n , 

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

downhole c o m m i n g l i n g w o u l d be a u t h o r i z e d ? 

THE WITNESS: I t h i n k i f i t meets t h e 

c r i t e r i a o f t h e r u l e s , t h e s p e c i f i c r u l e s f o r d ownhole 

c o m m i n g l i n g as f a r as p r e s s u r e and gas c o n t e n t s , I 

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

EXAMINER STOGNER: L e t ' s t a l k a b o u t t h e 

e c o n o m i c a l r o l e t h e n . You're t e l l i n g me t h a t i f y o u 

have one P i c t u r e d C l i f f s t h a t has 300 MCF a day, t h a t ' s 

e c onomic. 

THE WITNESS: P r o v i d e d you have t h e r e s e r v e s 

t h e r e . 

EXAMINER STOGNER: And t h a t seven-day 
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b u i l d - u p and 24 h o u r t e s t w o u l d be a b l e t o d e t e r m i n e 

t h o s e r e s e r v e s ? 

THE WITNESS: Yes. 

EXAMINER STOGNER: On y o u r t e r m i n o l o g y i n 

y o u r f i g u r e s t h e Np, c a p i t a l N l i t t l e p, t h a t 

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

THE WITNESS: P i c t u r e d C l i f f s e s t i m a t e d 

u l t i m a t e r e c o v e r y . 

EXAMINER STOGNER: T h a t i s i n what u n i t s , 

MCF? 

THE WITNESS: MMCF. 

EXAMINER STOGNER: MMCF. I a p o l o g i z e f o r 

b e i n g n i t p i c k y , b u t I f i n d t h a t l o o k i n g a t c a l c u l a t i o n s 

l i k e t h i s y ou can miss a bunch u n t i l you s t a r t w r i t i n g 

them down. 

THE WITNESS: R i g h t . I t r y t o p u t t h e u n i t s 

i n t h e r e so t h a t w o u l d be f a i r l y easy t o f o l l o w a l o n g 

w i t h . 

EXAMINER STOGNER: Now t h e Q f i g u r e s a r e 

shown i n MCF p e r day? 

THE WITNESS: And MCF p e r month. 

EXAMINER STOGNER: And t h e d e c l i n e , t h a t i s 

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

THE WITNESS: R i g h t . A c t u a l l y i t i s a 

u n i t l e s s . 
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EXAMINER STOGNER: Okay. Because t h a t j u s t 

shows — 

THE WITNESS: What p e r c e n t a g e o f change i n 

p r o d u c t i o n . 

EXAMINER STOGNER: And r e p r e s e n t s a c u r v e on 

a s c a l e o r — 

THE WITNESS: R i g h t . 

EXAMINER STOGNER: I have no o t h e r q u e s t i o n s 

o f Mr. Daves a t t h i s t i m e . 

MR. KELLAHIN: Mr. Daves, do you have t h e 

f o r m u l a s on c o m p u t e r f l o p p y d i s c ? 

THE WITNESS: Yes. I have a l l o f t h a t f o r 

yo u . 

MR. KELLAHIN: I ' d l i k e t o c a l l a t t h i s t i m e 

Mr. Tom Y e r s a k . 

TOM YERSAK 

The w i t n e s s h e r e i n , a f t e r f i r s t b e i n g 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. S i r , w o u l d you p l e a s e s t a t e y o u r name and 

o c c u p a t i o n ? 

A. My name i s Tom Y e r s a k . I'm a s e n i o r s t a f f 

g e o p h y s i c i s t f o r M e r i d i a n O i l . 

Q. Mr. Y e r s a k , on p r i o r o c c a s i o n s have y o u 
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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 have. 

Q. P u r s u a n t t o y o u r employment i n t h a t 

c a p a c i t y , have you made a r e v i e w o f t h e g e o l o g i c 

i n f o r m a t i o n t h a t ' s s p e c i f i c as t o t h i s a p p l i c a t i o n ? 

A. Yes, s i r . 

MR. KELLAHIN: We t e n d e r Mr. Y e r s a k 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 STOGNER: Mr. Y e r s a k i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) L e t me have you go 

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

p r e s e n t a t i o n f o r Mr. S t o g n e r . I f y o u ' l l s t a r t a t 

E x h i b i t Tab F. L e t ' s s t a r t w i t h t h e o r i e n t a t i o n map, 

and have you i d e n t i f y f o r us t h e l i n e s f o r t h e two 

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

A. Once a g a i n , y o u ' r e l o o k i n g a t a p i c t u r e o f 

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

two c r o s s - s e c t i o n s a r e t h e A-A' t h a t w i l l i l l u s t r a t e 

H u e r f a n o 46 and 59, and c r o s s - s e c t i o n B-B' w h i c h w i l l 

i l l u s t r a t e H u e r f a n o 549. 

Q. L e t ' s t u r n t h e n t o E x h i b i t G and l o o k a t t h e 

A-A' p r i m e c r o s s - s e c t i o n . G i v e us an i l l u s t r a t i o n o f 

t h e r e l a t i o n s h i p between t h e P i c t u r e d C l i f f s and t h e 

F r u i t l a n d C o a l t h a t a p p e a r s t o be t h e i n t e r v a l t h a t y ou 
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want t o p e r f o r a t e i n t h a t w e l l ? 

A. F i r s t of a l l , what the g e o l o g i s t i s t r y i n g 

to d e p i c t here a r e the c o a l s . And you can p i c k t h e 

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

-- by l o o k i n g f o r the h i g h e r r e s i s t i v i t y s p i k e s . And 

so what the g e o l o g i s t h i g h l i g h t e d i n b l a c k h e r e , were 

the c o a l s . And you can see how the r e l a t i o n s h i p of 

th o s e c o a l s on top of the P i c t u r e d C l i f f s i n t h i s 

p a r t i c u l a r a r e a -- they a r e F r u i t l a n d C o a l s t h a t s i t 

r i g h t on top of the P i c t u r e d C l i f f s sandstone u n i t . 

Q. You d i d not p r e p a r e t h i s p a r t i c u l a r 

c r o s s - s e c t i o n ? 

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

Q. Have you r e v i e w e d t h a t i n f o r m a t i o n and i s i t 

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

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

Q. How does t h i s r e l a t i o n s h i p between the 

P i c t u r e d C l i f f s and the F r u i t l a n d C o a l r e l a t e t o o t h e r 

a r e a s of the Huerfano U n i t ? Do we see t h i s same 

r e l a t i o n s h i p or does i t change m a t e r i a l l y as you move 

a c r o s s the U n i t ? 

A. We see the same r e l a t i o n s h i p a c r o s s t he 

Huerfano U n i t . There b a s i c a l l y i s a B a s a l C o a l 

i n t e r v a l and a Rowley -- Upper Rowley C o a l i n t e r v a l . 

I n between you can have i s o l a t e d c o a l s t r i n g e r s t h a t 
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w i l l come and go. But g e n e r a l l y s p e a k i n g , t h e t w o main 

p r o d u c i n g i n t e r v a l s i n t h e F r u i t l a n d a r e t h e B a s a l C o a l 

and t h e Rowley C o a l . And t h e y ' r e p r e t t y c o n s i s t e n t 

a c r o s s t h e H u e r f a n o U n i t . 

Q. L e t ' s t u r n t o c r o s s - s e c t i o n B-B' p r i m e and 

have you show us t h a t r e l a t i o n s h i p . 

A. I b e l i e v e t h a t ' s --

Q. I s t h a t M? 

A. Yeah, M. 

Q. A g a i n , summarize f o r us t h e g e o l o g i c 

c o n c l u s i o n s a b o u t t h i s 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 

M. 

A. Once a g a i n , y o u ' r e l o o k i n g a t a 

c r o s s - s e c t i o n o f i n d u c t i o n l o g s h e r e , r e s i s t i v i t y 

l o g s . And h e r e you can see t h e B a s a l C o a l and t h e 

Rowley C o a l . You d o n ' t see q u i t e as few c o a l s t r i n g e r s 

i n b e t w een as y ou do i n t h e o t h e r a r e a , b u t t h e r e a r e a 

few, as you can see. And you can see t h a t t h a t B a s a l 

C o a l does i n f a c t s i t r i g h t on t o p o f t h e P i c t u r e d 

C l i f f s . 

One t h i n g t h a t I ' d l i k e t o m e n t i o n , i t ' s 

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

t h e F r u i t l a n d C o a l i n t h i s a r e a , i s t h a t , y ou know, we 

c a n ' t — we can c a l c u l a t e n e t pay f o r t h e P i c t u r e d 

C l i f f s . We c a n ' t c a l c u l a t e n e t pay f o r t h e c o a l s . B ut 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

SANTA FE, NEW MEXICO 87504-9262 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

55 

we can q u a l i t a t i v e l y a d d r e s s t h e c l e a t i n g o r t h e 

f r a c t u r i n g o f t h e c o a l s . You know, t h a t ' s a d d r e s s i n g 

t h e p e r m e a b i l i t y . And I can g i v e us some i d e a w h e t h e r 

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

l i t t l e b i t b e t t e r t h a n ones t h a t a r e n o t so good. What 

we l o o k a t i s on t h e SP. And i t has some SP, 

s p e c i a l i s t p o t e n t i a l , t h e n we can h i n t t h a t i t m i g h t 

have some b e t t e r c l e a t i n g . 

B u t t h a t ' s n o t a l w a y s a -- t h e r e a r e 

e x c e p t i o n s t o t h a t . We have d r i l l c o a l s t h a t were n o t 

v e r y w e l l c l e a t e d t h a t had SP d e v e l o p m e n t . But t h e r e 

seems t o be some r e l a t i o n s h i p b etween c o a l w e l l s t h a t 

have SP d e v e l o p m e n t and good p r o d u c t i o n and c o a l w e l l s 

t h a t d o n ' t have SP d e v e l o p m e n t and poo r - p r o d u c t i o n . 

So we see an o p p o r t u n i t y i n t h e H u e r f a n o 

U n i t t o t r y t o d e v e l o p t h e F r u i t l a n d C o a l . And what we 

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

t h e same t i m e a d d r e s s i n g t h e PC. The H u e r f a n o U n i t i s 

p r e t t y much -- i t ' s h i g h l y d r i l l e d up. And as f a r as 

d e f i n i n g t h e r e s e r v o i r , i t ' s p r e t t y much d e f i n e d . I 

c o u l d s i t h e r e and t e l l y ou t h a t i t ' s a h i g h l y 

s t r a t i g r a p h i c package o f s e d i m e n t s . But p r e t t y much, 

y o u ' r e n o t g o i n g t o d r i l l i n t o a new sand t h a t has n o t 

been d r i l l e d i n t o b e f o r e . 

So we're not going t o be t a l k i n g about some, 
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you know, h i d d e n gas p o t e n t i a l w i t h i n t h e u n i t s t h a t 

has v i r g i n r e s e r v o i r p r e s s u r e s . We're d e a l i n g w i t h a 

r e s e r v o i r t h a t has been p r o d u c i n g f o r q u i t e a few y e a r s 

and i s p r e s s u r e d e p l e t e d . 

Q. L e t me have you i d e n t i f y t h e o t h e r g e o l o g i c 

d i s p l a y s t h a t a r e i n c l u d e d i n t h e e x h i b i t book. 

A. Which ones do you want t o s t a r t w i t h ? 

Q. L e t ' s l o o k b r i e f l y a t E x h i b i t H w h i c h i s t h e 

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

A. R i g h t . 

Q. S i m p l y t o o r i e n t t h e Ex a m i n e r w i t h i n t h e 

F r u i t l a n d C o a l as t o t h e s e w e l l s and a t l e a s t as t o 

c o a l t h i c k n e s s o f t h i s i s o p a c h , i s t h a t g o i n g t o be a 

s i g n i f i c a n t p a r a m e t e r f o r you as a g e o l o g i s t i n 

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

A. No, i t i s n ' t . 

Q. L e t ' s t u r n now t o — 

A. And you u n d e r s t a n d why. Because t h i s i s an 

n e t i s o p a c h o f a l l t h e c o a l s . B ut I c a n ' t , by l o o k i n g 

a t t h e l o g s , s a y, "Okay, t h i s i s n e t pay". And t h e n I 

can -- I c a n ' t c a l c u l a t e t h e amount o f gas i n p l a c e , 

r e c o v e r a b l e gas i n p l a c e t h a t t h e F r u i t l a n d C o a l s a r e 

g o i n g t o p r o d u c e . I can do t h a t f o r t h e P i c t u r e d 

C l i f f s . 

Q. L e t ' s l o o k a t t h e P i c t u r e d C l i f f s t h e n , when 
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we see E x h i b i t I . I d e n t i f y t h a t d i s p l a y f o r u s . 

A. Okay. T h a t i s a n e t pay i s o p a c h o f t h e 

P i c t u r e d C l i f f s . 

Q. I s t h i s t h e k i n d o f d i s p l a y t h a t Mr. Daves 

i s t a l k i n g a b o u t when he says he has i n f o r m a t i o n f r o m 

w h i c h he c a n , by v o l u m e t r i c s , c a l c u l a t e gas i n p l a c e i n 

t h e P i c t u r e d C l i f f s ? 

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

a d d r e s s i n g t h e new d r i l l , t h e H u e r f a n o 549, e s s e n t i a l l y 

d r i l l i n g i t an u n d e v e l o p e d 160, t h a t ' s k i n d o f a 

misnomer. I t i s n ' t r e a l l y an u n d e v e l o p e d 160. The 

sands un d e r t h a t a c r e a g e a r e p r e s s u r e d e p l e t e d , i n 

o t h e r w o r d s , gas has been p r o d u c e d f r o m t h e P i c t u r e d 

C l i f f s even t h o u g h t h e r e h a s n ' t been a w e l l d r i l l e d 

d i r e c t l y on t h a t 160. You know, and p r e s s u r e can be 

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

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

So what we're s a y i n g i s , when we d r i l l t h a t 

new w e l l , we're n o t g o i n g t o d r i l l i n t o v i r g i n 

p r e s s u r e . T h e r e ' s a l r e a d y been gas p r o d u c e d o u t o f 

t h a t 160 a c r e s , and t h a t we're g o i n g i n a t some l o w e r 

f o r m a t i o n p r e s s u r e . 

And now S c o t t , o u r r e s e r v o i r e n g i n e e r , he 

can t a k e t h a t number and he ca n , f r o m m a t e r i a l b a l a n c e , 

he can p l o t p r e s s u r e v e r s u s c u m u l a t i v e p r o d u c t i o n . And 
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he can p r e d i c t t h e amount o f gas i n p l a c e . E s s e n t i a l l y 

knows how much gas has been p r o d u c e d . He knows how 

much gas i s i n p l a c e . He knows how much gas i s l e f t 

b e h i n d t h a t can s t i l l be p r o d u c e d . 

Now, he can back i n t o t h a t number i n t wo 

ways. He can come t o me, and what we've d i s c o v e r e d i s 

t h a t we can go t h r o u g h and c a l c u l a t e t h e gas i n p l a c e 

v i a a n o t h e r method and t h a t ' s v o l u m e t r i c s . And what we 

can do i s , we can t a k e l o g s , and f r o m t h e l o g s we can 

c a l c u l a t e t h e n e t f e e t o f pay. Then we can go t h r o u g h 

a, you know, a c a l c u l a t i o n based on t h e a v e r a g e 

p o r o s i t y , t h e w a t e r s a t u r a t i o n , and t h e n we can come up 

w i t h a g e o l o g i c gas i n p l a c e . And what we f o u n d was 

t h a t t h a t number s u b s t a n t i a t e s t h e number t h a t S c o t t 

has p r e d i c t e d u s i n g m a t e r i a l b a l a n c e . 

So we f e e l v e r y c o m f o r t a b l e t h a t when we --

we're d e a l i n g w i t h new d r i l l s , we can l o o k a t t h e 

g e o l o g i c d a t a and we can g e t some e s t i m a t e o f what t h a t 

gas i n p l a c e i s . When we m i g h t n o t have any 

p r e s s u r e - c u m d a t a o r any o t h e r d a t a t o go on t o g e t 

some i d e a o f t h e r e s e r v e s . 

Q. I n y o u r o p i n i o n as a g e o l o g i s t , i s t h e 

g e o l o g i c mapping f o r t h e P i c t u r e d C l i f f s a d e q u a t e f o r 

w h i c h you can have t h e e n g i n e e r r e l i a b l y e s t i m a t e gas 

i n p l a c e f o r t h e P i c t u r e d C l i f f s w i t h i n t h e u n i t a r e a ? 
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A. I t i s . I t i s . 

Q. T h e r e a r e a r e a s i n t h e u n i t t h a t d o n ' t have 

P i c t u r e d C l i f f w e l l s . B u t do you have l o g d a t a f r o m 

o t h e r w e l l s i n t h a t a r e a t o g i v e you a h a n d l e on t h e 

P i c t u r e d C l i f f s ? 

A . We do. 

Q. So t h e absence o f a P i c t u r e d C l i f f s w e l l i n 

t h e u n i t d o e s n ' t mean t h a t you have a l a c k o f P i c t u r e d 

C l i f f s d a t a ? 

A. R i g h t . 

Q. Do you see f r o m a g e o l o g i s t ' s p e r s p e c t i v e 

t h a t you have any p o c k e t s w i t h i n H u e r f a n o U n i t t h a t a r e 

g o i n g t o be v i a b l e c a n d i d a t e s f o r s t a n d - a l o n e w e l l s ? 

A. No. And t h a t ' s g e t t i n g back t o t h e i d e a 

t h a t b a s i c a l l y when you l o o k a t t h a t n e t pay i s o p a c h 

i t ' s l o o k i n g a t a package -- sand p a c k a g e . T h e r e ' s 

m u l t i p l e sands i n t h e r e . 

T h a t u n i t has been d r i l l e d s u f f i c i e n t l y t o 

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

p r o d u c e a t West K u t z , a t B a l l a r d . We p r e t t y much --

n o t p r e t t y much -- we have t h e r e s e r v o i r -- t h e 

c h a r a c t e r i z a t i o n o f t h e r e s e r v o i r p r e t t y much d e f i n e d . 

T h e r e a r e n o t g o i n g t o be any h i d d e n s a n d s t o n e s t h a t 

have n o t been d r i l l e d . 

Q. L e t ' s l o o k , f o r e x a m p l e , t o c o m p l e t e t h e 
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d i s c u s s i o n , on E x h i b i t J. I f y o u ' l l t u r n t o t h e n e t 

i s o p a c h on t h e PC. L e t ' s f i n d t h e new d r i l l -- t h e 

H u e r f a n o 549. I t ' s i n t h e n o r t h e a s t o f 33? 

A. R i g h t . 

Q. Look i n t h e s o u t h e a s t o f t h a t same s e c t i o n . 

Was t h e r e a p r e v i o u s a t t e m p t i n t h e P i c t u r e d C l i f f s ? 

A. Yes, t h e r e was. 

Q. What were t h e r e s u l t s o f t h a t w e l l ? 

A. I d o n ' t know e x a c t l y how much t h a t w e l l 

cumed, b u t I do know t h a t i t ' s now p l u g g e d and 

abandoned, t h a t p a r t i c u l a r w e l l . 

Q. T h a t ' s t h e k i n d o f d r a i n a g e t h i n g you a r e 

l o o k i n g a t f r o m a g e o l o g i c p e r s p e c t i v e i s t h a t t h a t 

sand package i s c o n n e c t e d w i t h a w e l l b o r e t h a t ' s now 

abandoned? 

A. R i g h t . 

Q. You have s i m i l a r i n f o r m a t i o n as we move 

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

C l i f f s ? I t may n o t a l l be i n h e r e , b u t y o u have t h a t 

a t M e r i d i a n ? 

A. R i g h t . 

Q. L e t me have you i d e n t i f y t h e r e s t o f t h e 

d i s p l a y s t h e n . E x h i b i t K, what i s t h i s ? 

A. T h a t ' s a n e t t h i c k n e s s map o f t h e c o a l f o r 

t h e H u e r f a n o 549. 
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Q. Okay. And the n E x h i b i t L? 

A. M i s a s t r u c t u r e map. 

Q. I'm l o o k i n g a t L. 

A. Oh, excuse me. R i g h t . That i s a s t r u c t u r e 

map on th e base of th e l a s t group and c o a l f o r t h e 

Huerfano 54 9. 

Q. And f i n a l l y , M i s the c r o s s - s e c t i o n we've 

a l r e a d y t a l k e d about? 

A. R i g h t . 

Q. Give me your sense as a g e o l o g i s t of th e 

o b j e c t i v e of 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 and what you 

hope t o accomplish i f t h e D i v i s i o n Examiner approves 

th e a p p l i c a t i o n . What does t h i s a f f o r d M e r i d i a n an 

o p p o r t u n i t y t o do? 

A. W e l l , i t a f f o r d s M e r i d i a n t h e o p p o r t u n i t y t o 

develop t h e F r u i t l a n d Coals and a t the same t i m e , be 

able t o produce t h e r e m a i n i n g gas r e s e r v e s out of t h e 

P i c t u r e d C l i f f s . We've gone t h r o u g h some e x t e n s i v e 

d i a l o g u e a l r e a d y i n terms of th e economics, why i t ' s 

p rudent t h a t we commingle t h e w e l l s r a t h e r t h a n d u a l 

complete them or d r i l l s t a n d - a l o n e w e l l s . 

But b a s i c a l l y , i f we don't -- i t i s our 

c o n t e n t i o n t h a t i t makes good business sense t o — f o r 

e x i s t i n g PC w e l l s t o go up and p e r f -- and i n f a c t , t h e 

F r u i t l a n d Coals and commingle i t w i t h t h e e x i s t i n g PC 
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p r o d u c t i o n f o r new d r i l l s , i t s t i l l makes sense, i f 

y o u ' r e g o i n g t o d r i l l a F r u i t l a n d c o a l w e l l , y o u ' r e so 

c l o s e t o t h e P i c t u r e d C l i f f s you m i g h t as w e l l go down 

and d r i l l w i t h t h e P i c t u r e d C l i f f s and a l s o commingle 

w i t h t h e two r e s e r v o i r s t h a t way. 

Q. From a g e o l o g i c p e r s p e c t i v e , does t h a t make 

sense t o you? 

A. Yes, i t does. 

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

o f Mr. Y e r s a k . We move t h e i n t r o d u c t i o n o f h i s 

E x h i b i t s F t h r o u g h M. 

EXAMINER STOGNER: E x h i b i t s F t h r o u g h M 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 . 

I ' v e h e a r d t e s t i m o n y t o d a y , Mr. Y e r s a k , 

a b o u t t h e F r u i t l a n d C o a l i n t h i s a r e a b e i n g d r y and n o t 

w a t e r p r o d u c t i v e . I s t h e r e any a s s o c i a t e d w a t e r 

p r o d u c t i o n ? I mean, do we see a b s o l u t e l y z e r o , t o t a l l y 

d r y ? Or i s t h e r e some w a t e r p r o d u c t i o n w i t h t h e 

c o a l - g a s ? 

THE WITNESS: W e l l , w i t h i n t h e H u e r f a n o U n i t 

t h e r e i s none. W i t h i n t h e — you know, S c o t t and I 

t a l k e d a b o u t t h e f a c t t h a t we're i n t h e u n d e r - p r e s s u r e d 

p o r t i o n o f t h e F r u i t l a n d C o a l . W i t h i n t h e 

u n d e r - p r e s s u r e d p o r t i o n o f t h e F r u i t l a n d C o a l t h e r e a r e 

a r e a s where t h e c o a l s do p r o d u c e some w a t e r . 
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EXAMINER STOGNER: Do you see t h e P i c t u r e d 

C l i f f s as b e i n g harmed by any such w a t e r e n c r o a c h m e n t 

i f t h e r e s h o u l d be any? S h o u l d t h e w e l l be s h u t i n f o r 

any r e a s o n ? 

THE WITNESS: No. 

EXAMINER STOGNER: I s t h e P i c t u r e d C l i f f s — 

does i t have any a s s o c i a t e d w a t e r p r o d u c t i o n ? 

THE WITNESS: As S c o t t has t e s t i f i e d , no. 

EXAMINER STOGNER: But you know o f no 

g e o l o g i c a l r e a s o n s f o r i t t o be w a t e r s e n s i t i v e ? 

THE WITNESS: R i g h t . We're n o t d e a l i n g w i t h 

any w a t e r s e n s i t i v e c l a y s t h a t --

EXAMINER STOGNER: We're t a l k i n g c o a l and 

sand e s s e n t i a l l y ? 

THE WITNESS: C o a l and sand. 

EXAMINER STOGNER: You s t a t e d e a r l i e r t h a t 

t h e H u e r f a n o U n i t has e s s e n t i a l l y been d r i l l e d up. 

When I see E x h i b i t Number A, I see a l a r g e a r e a t h a t 

d o e s n ' t have any w e l l s . Am I t o assume when I l o o k a t 

E x h i b i t A o r t h e map o f t h e u n i t a r e a t h a t y o u ' r e 

r e f e r r i n g t o D a k o t a o r Mesa Verde a r e a ? 

THE WITNESS: T h a t i s c o r r e c t . 

EXAMINER STOGNER: I n w h i c h y o u g e t t h e 

i n f o r m a t i o n f r o m t h o s e l o g s because i t ' s l o g g e d t h r o u g h 

t h a t i n t e r v a l ? 
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THE WITNESS: R i g h t . 

EXAMINER STOGNER: I have no o t h e r q u e s t i o n s 

o f t h i s w i t n e s s , Mr. K e l l a h i n . 

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

p r e s e n t a t i o n , Mr. Ex a m i n e r . I f you d e s i r e t o do so, we 

have f o r y o u r c o n v e n i e n c e , a c o m p u t e r d i s c t h a t ' s g o t 

t h e f o r m u l a s a l r e a d y on i t , i f you want t o use i t . 

EXAMINER STOGNER: Yes, I w o u l d . I w i l l be 

g l a d t o a c c e p t them. I w i l l r e t u r n t h i s t o y o u . 

MR. KELLAHIN: You may keep i t . I t ' s an 

e x t r a one. 

EXAMINER STOGNER: Somewhat o u t o f t h e 

o r d i n a r y , Mr. K e l l a h i n , t h e r e has been some d i s c u s s i o n 

on some o t h e r c o m m i n g l i n g a c t i v i t y w i t h P i c t u r e d C l i f f s 

and F r u i t l a n d C o a l . What I ' v e h e a r d t o d a y , g e n e r a l l y 

s p e a k i n g , can t h i s i n f o r m a t i o n — i s i t a l s o a p p l i c a b l e 

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

c o m m i n g l i n g s o f t h i s n a t u r e i n t h e San Juan B a s i n ? I n 

p a r t i c u l a r , I r e f e r t o cases 10721 t h r o u g h 25 t h a t we 

h e a r d -- what -- f o u r weeks ago? 

MR. KELLAHIN: Mr. Daves was t h e e x p e r t 

e n g i n e e r i n g w i t n e s s on some o f t h o s e c a s e s . He's been 

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

q u e s t i o n s a r e b e s t p u t t o h i m . I f y o u want t o r e c a l l 

h i m as t o t h a t q u e s t i o n , I t h i n k t h e b e t t e r answer 
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comes from him. 

EXAMINER STOGNER: Okay. L e t ' s do that 

while we're on i t . I know i t ' s somewhat out of the 

ordinary, but we're somewhat loose. But at the same 

time, I think i t ' s important to put i t on the record 

should any other, say, f e d e r a l government e n t i t y review 

such commingling procedures for any p a r t i c u l a r 

purposes. 

MR. KELLAHIN: Let me take j u s t a second 

here, and I can give you the reference as to those case 

numbers and to the i n d i v i d u a l w e l l s so that you and Mr. 

Daves are working with the same information. 

EXAMINER STOGNER: And I ' l l t e l l you what, 

I ' l l l e t you ask the question. That may- be able to 

speed t h i s procedure and process up a l i t t l e b i t . 

EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Daves, l e t me show you a summary of some 

of the p r i o r cases we've presented to the D i v i s i o n . 

S p e c i f i c a l l y , they're the w e l l s involved i n the p r i o r 

hearing. They are cases 10721 through 25. You 

p a r t i c i p a t e d i n some of those c a s e s , did you not, s i r ? 

A. Uh-huh. 

Q. I've shared with the Examiner a t a b u l a t i o n 

or an index of those c a s e s . The v a r i o u s components we 
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had f o r d e s c r i b i n g how t o c a t e g o r i z e t h e r e q u e s t s i n 

t h o s e i n d i v i d u a l cases? 

A. R i g h t . 

Q. L e t me have you t a k e t h a t i n f o r m a t i o n , and 

f r o m t h a t p o i n t o f v i e w compare i t t o what y o u ' r e 

s e e k i n g t o do i n t h e H u e r f a n o U n i t i n s o f a r as t h e 

c o m m i n g l i n g ? 

A. Would you l i k e me t o go down one by one 

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

Q. I t h i n k so. I t h i n k i t m i g h t be h e l p f u l . 

L e t ' s l o o k a t i t . 

A. I f I m i g h t , I ' d l i k e t o s t a r t w i t h t h e Road 

C101, w h i c h i s 10724. I t s p o o l s a r e based on F r u i t l a n d 

C o a l , t h e P i c t u r e d C l i f f s and West K u t z . The o w n e r s h i p 

i n each o f t h e s e i s common. The i s s u e h e r e e s s e n t i a l l y 

was n o n s t a n d a r d l o c a t i o n and co m m i n g l e . I n t h i s c a s e , 

we were d e t e r m i n i n g t h a t b o t h f o r m a t i o n s as a 

s t a n d - a l o n e w o u l d be uneconomic. 

Q. The r o a d C101 c o u l d have been p r o c e s s e d 

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

l o c a t i o n ? 

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

Q. But w i t h i n t h e c o n t e x t o f t h a t c a s e , 

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

have o t h e r w i s e s u b m i t t e d a d m i n i s t r a t i v e l y f o r d o w n h o l e 
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commingling p u r p o s e s ? 

A. C o r r e c t . And t h a t i s -- and each of t h e s e 

a r e on t h a t d i s c t h a t you p r e s e n t e d Mr. Stogner. 

Q. When we see the column on the f a r r i g h t t h a t 

s a y s subeconomic, you were d e a l i n g w i t h PC and 

F r u i t l a n d C o a l . I s the c r i t e r i a used t o j u s t i f y t h o s e 

r e s e r v o i r s b e i n g subeconomic the same k i n d of c r i t e r i a 

t h a t you've a p p l i e d t o Huerfano U n i t ? 

A. E x a c t l y . 

Q. When we go down to the Road C102, a g a i n , the 

same q u e s t i o n ? 

A. R i g h t . 

Q. Are you c o n s i s t e n t l y a p p l y i n g the same 

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

p r o j e c t i o n of f u t u r e r e s e r v e s ? 

A. E x a c t l y . 

Q. I n a d d i t i o n to c u r r e n t r a t e s ? 

A. R i g h t . 

Q. And t h e n t he W h i t l e y A-100, how does t h a t 

compare t o the c u r r e n t c a s e ? 

A. I t ' s v e r y s i m i l a r . The same c r i t e r i a a r e 

bein g used t o run the economics t o a l l o c a t e t he 

r e s e r v e s . I t ' s an i d e n t i c a l p r o c e s s . 

Q. The l a s t two, the Rowley, 7500 and the 

McAllens 7500 a r e s l i g h t l y d i f f e r e n t i n s o f a r as t h e 
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t e s t i m o n y was t h e F r u i t l a n d C o a l c o u l d p r o b a b l y be 

j u s t i f i e d i n many i n s t a n c e s as s t a n d - a l o n e ? 

A. R i g h t . 

Q. But t h a t t h e PC c o u l d n o t ? 

A. R i g h t . 

Q. And t h a t t h e o n l y way t o p r o d u c e a P i c t u r e d 

C l i f f was downhole c o m m i n g l i n g r a t h e r t h a n d u a l 

c o m p l e t i o n o r s t a n d - a l o n e PC? 

A. R i g h t . 

Q. A g a i n , same c r i t e r i a , same m e t h o d o l o g y , same 

econ o m i c s a p p l i e d i n a l l t h o s e c a s e s as y ou a p p l i e d t o 

t h e H u e r f a n o U n i t w e l l s ? 

A. R i g h t . 

MR. KELLAHIN: I f i t w o u l d a i d y o u , Mr. 

Ex a m i n e r , Mr. Daves and I w o u l d be happy t o s u p p l e m e n t 

t h e p r e s e n t a t i o n and p r o v i d e you a l i t t l e e conomic 

summary t h a t he can d o u b l e c h e c k and v e r i f y w i t h 

r e g a r d s t o p r o j e c t i o n s o f c o s t s i n v o l v e d so t h a t you 

can be s a t i s f i e d t h a t t h e s e a r e t r u l y f o r e c a s t e d on a 

r e a s o n a b l e method t o g i v e you subeconomic s i t u a t i o n s 

where t h e o n l y v i a b l e means o f e x t r a c t i n g t h e 

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

EXAMINER STOGNER: Now a r e you t a l k i n g a b o u t 

t h e w e l l s t o d a y , o r t h e w e l l s t h a t we were a l l u d i n g t o 

i n t h e o t h e r p r e v i o u s cases? 
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MR. KELLAHIN: I p r o p o s e t o do i t f o r a l l 

t h e c a s e s . Today's case and t h e p r e v i o u s ones so t h a t 

you can see t h e e n t i r e p a t t e r n o f t h e economic p r o c e s s 

t h a t we've gone t h r o u g h t o j u s t i f y t h e s e w e l l s . 

EXAMINER STOGNER: I w o u l d a p p r e c i a t e t h a t 

because t h e n I w i l l make my p r e s e n t a t i o n t o my 

s u p e r v i s o r and make i t my p r e s e n t a t i o n t o h i m . 

THE WITNESS: Would i t h e l p t o p r o v i d e you 

w h i c h a g e n e r i c c u r v e t h a t w o u l d show you P i c t u r e d 

C l i f f s EUR's and r a t e s as t o where t h e b r e a k - o f f s w o u l d 

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

s t a n d - a l o n e s ? I mean, t h a t seems t o me t o be a r e a l 

easy p i c t o r i a l way t o v e r i f y i t . I ' v e had t o do t h a t . 

EXAMINER STOGNER: Mr. K e l l a h i n , i f you 

t h i n k t h a t Mr. Daves' s u g g e s t i o n w o u l d h e l p i n t h a t 

p r o p o s a l t h a t y o u ' r e s u g g e s t i n g , I t h i n k i t w o u l d be 

somewhat h e l p f u l . 

MR. KELLAHIN: A l l r i g h t . S i r , i f y o u ' l l 

g i v e us t h e o p p o r t u n i t y t o s u p p l e m e n t t h e r e c o r d w i t h 

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

EXAMINER STOGNER: Okay. What k i n d o f t i m e 

f r a m e a r e you l o o k i n g a t ? 

THE WITNESS: A week. 

EXAMINER STOGNER: A week. 

MR. KELLAHIN: N e x t F r i d a y t h i s t i m e . 
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1 EXAMINER STOGNER: B e f o r e I t a k e t h i s case 

2 u n d e r a d v i s e m e n t , t h e d i s c u s s i o n was h e l d j u s t t o 

3 downhole c o m m i n g l i n g . And s h o u l d t h e r e be any 

4 n o n - s t a n d a r d l o c a t i o n o r o t h e r e x c e p t i o n s t o t h e 

5 g e n e r a l r u l e s and r e g u l a t i o n s t h a t w i l l be h a n d l e d 

6 a c c o r d i n g l y , Mr. K e l l a h i n ? 

7 MR. KELLAHIN: T h a t i s o u r i n t e n t , Mr. 

8 E x a m i n e r . 

9 EXAMINER STOGNER: Thank y o u . I n t h a t c a s e , 

10 case number 10735 w i l l e s s e n t i a l l y be t a k e n u n d e r 

11 a d v i s e m e n t . I w i l l h o l d t h e r e c o r d open j u s t p e n d i n g 

12 t h e i n f o r m a t i o n t h a t y o u ' r e p r o p o s i n g , Mr. K e l l a h i n . 

13 MR. KELLAHIN: Thank y o u . 

14 EXAMINER STOGNER: B e f o r e I c a l l a r e c e s s , 

15 i s t h e r e a n y t h i n g f u r t h e r i n case 10735? L e t ' s t a k e a 

16 20 m i n u t e s r e c e s s . 

17 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) s s . 

COUNTY OF SANTA FE ) 

I , L i s a Danner-Suggs, C e r t i f i e d C o u r t 

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

cau s e d my n o t e s t o be 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 , and t h a t t h e f o r e g o i n g t r a n s c r i p t i s a 

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

h e a r i n g . 

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

i n t h i s m a t t e r and t h a t I have no p e r s o n a l i n t e r e s t i n 

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

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

WITNESS MY HAND AND SEAL, June 14, 1993. 

LISA DANNER-SU 
CCR No. 257 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISIOI 

m i 6 m 0 IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 10723 

APPLICATION OF MERIDIAN OIL INC. 
FOR AN UNORTHODOX GAS WELL 
LOCATION AND DOWNHOLE COMMINGLING, 
SAN JUAN COUNTY, NEW MEXICO. 

PRE-HEARING STATEMENT 

This pre-hearing statement i s submitted by MERIDIAN OIL 
INC. as r e q u i r e d by the O i l Conservation D i v i s i o n . 

APPEARANCE OF PARTIES 

APPLICANT 

MERIDIAN OIL INC. 
P. O. Box 4289 
Farmington, N.M. 87499 
A t t n : Alan Alexander 
(505) 326-9757 

ATTORNEY 

W. Thomas K e l l a h i n 
KELLAHIN AND KELLAHIN 
P.O. Box 2265 
Santa Fe, NM 87504 
(505) 982-4285 

OPPOSITION OR OTHER PARTY 

N/A 

ATTORNEY 
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STATEMENT OF CASE 

APPLICANT: 

Meridian O i l I n c . seeks approval t o downhole commingle 
West Kutz-Pictured C l i f f s Gas Pool (SW/4 d e d i c a t i o n ) and 
B a s i n - F r u i t l a n d Coal Gas Pool (W/2 d e d i c a t i o n ) p r o d u c t i o n 
w i t h i n the wel l b o r e of i t s proposed WHITLEY "A" WELL NO. 100 
t o be d r i l l e d a t an unorthodox gas w e l l l o c a t i o n i n U n i t L 
of Section 17, T27N, R11W, San Juan County, New Mexico. As 
set f o r t h i n i t s a p p l i c a t i o n , Meridian w i l l e s t a b l i s h , among 
other t h i n g s , t h a t : 

(1) Ownership i s COMMON between the two spacing u n i t s 
and c o r r e l a t i v e r i g h t s w i l l not be impaired; 

(2) There are i n s u f f i c i e n t F r u i t l a n d Coal gas reserves 
under the W/2 o f Section 17 t o j u s t i f y the d r i l l i n g of a 
w e l l f o r p r o d u c t i o n o n l y from t h a t p o o l ; 

(3) There are i n s u f f i c i e n t P i c t u r e d C l i f f s gas reserves 
under e i t h e r the SW/4 or NW/4 of Section 17 t o j u s t i f y a 
"stand alone" P i c t u r e d C l i f f w e l l ; 

(4) The SW/4 of Section 17 has b e t t e r p o t e n t i a l f o r a 
successful F r u i t l a n d Coal Gas Well; 

(5) Neither the F r u i t l a n d Coal gas nor the P i c t u r e d 
C l i f f s gas i n the spacing u n i t can economically be produced 
i n any other means than downhole commingling; 

(6) The w e l l l o c a t i o n i s standard f o r the Basin 
F r u i t l a n d Coal Gas Pool but i s unorthodox f o r the West Kutz 
P i c t u r e d C l i f f s Gas Pool; 

(7) The unorthodox l o c a t i o n i s 630 f e e t r a t h e r than 790 
f e e t from the n o r t h l i n e of the SW/4 o f Section 17 and i s 
necessary because of surface l i m i t a t i o n s imposed by the BLM 
and the "NAPI" i r r i g a t i o n p r o j e c t . 
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(8) No r e s e r v o i r damage w i l l occur. 

(9) Waste w i l l be prevented because approval of the 
a p p l i c a t i o n w i l l a f f o r d an o p p o r t u n i t y t o recover gas t h a t 
might not otherwise be recovered. 

(10) The proposed B a s i n - F r u i t l a n d Coal Gas Pool spacing 
u n i t i s the W/2 of Section 17 being 320 acres. The proposed 
West Kutz-Pictured C l i f f s Pool spacing u n i t i s the SW/4 of 
Section 17 being 160 acres. Both are standard i n s i z e f o r 
t h e i r r e s p e c t i v e pools. 

PROPOSED EVIDENCE 

APPLICANT 

WITNESSES EST. TIME EXHIBITS 

Tom Yersak ( g e o l o g i s t ) 10 min. 2 

Alan Alexander (landman) 10 min. 4 

Scott Daves 10 min. 2 
(petroleum engineer) 

PROCEDURAL MATTERS 

A p p l i c a n t propose c o n s o l i d a t e t h i s case w i t h Cases 
10721, 10722, 10724 and 10725. 

KELLAHIN AND KELLAHIN 

By: 
W. Thomas K e l l 
P.O. Box 2265 



K E L L A H I N A N D K E L L A H I N 

W. T H O M A S K E L L A H I N * 

* N E W M E X I C O B O A R D O F L E G A L S P E C I A L I Z A T I O N 
R E C O G N I Z E D S P E C I A L I S T IN T H E A R E A O F 
N A T U R A L R E S O U R C E S - O I L A N D G A S L A W 

J A S O N K E L L A H I N ( R E T I R E D 1 9 9 1 1 

A T T O R N E Y S A T L A W 

E L P A T I O B U I L D I N G 

117 N O R T H G U A D A L U P E 

P O S T O F F I C E B O X 2 2 6 5 

S A N T A F E , N E W M E X I C O 8 7 5 0 4 - 2 2 6 5 

March 29 , 1993 

" E L E P H O N E ( S 0 5 I 9 8 2 - 4 2 8 5 

T E L E F A X ( 5 0 5 ) 9 8 2 - 2 0 4 7 

Mr. William J. LeMay HAND DELIVERED 
O i l Conservation Division 
State Land Office Building 
310 Old Santa Fe T r a i l , Room 219 
Santa Fe, New Mexico 87501 

RE: Application of Meridian O i l , Inc. 
for an Unorthodox Gas Well Location 
and Downhole Commingling, usu ̂ .p o q IQQO 
San Juan County, New Mexico m K L y I y y j 

Whitley "A" #100 Well 
OIL CONSERVATION DIVISION j 

Dear Mr. LeMay: Z^?o2 3 

On behalf of Meridian O i l , Inc. please f i n d enclosed 
our Application f o r an unorthodox gas we l l location and 
downhole commingling as referenced above, which we 
request be set f o r hearing on the next available 
Examiner's docket now scheduled f o r A p r i l 22, 1993. 

By copy of t h i s l e t t e r and application, sent 
c e r t i f i e d mail-return receipt requested, we are n o t i f y i n g 
a l l interested parties o f f s e t t i n g the subject we l l and 
i t s proposed spacing and proration u n i t of t h e i r r i g h t to 
appear at the hearing and p a r t i c i p a t e i n t h i s case, 
including the r i g h t to present evidence either i n support 
of or i n opposition t o the application and that f a i l u r e 
to appear at the hearing may preclude them from any 
involvement i n t h i s case at a l a t e r date. Also, a l l 
parties e n t i t l e d to notice are hereby informed that 
pursuant t o the Division Memorandum 2-90 a l l parties 
appearing i n t h i s case are requested t o f i l e a Pre-
Hearing Statement with the Division no l a t e r than 4:00 
p.m. on Friday, A p r i l 16, 1993. 
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Also enclosed i s our suggested advertisement f o r 
t h i s case. 

WTK/lam 
Enclosures 

cc: with Enclosures 
Alan Alexander - Meridian O i l Inc. 

By Certified Mail - Return Receipt 
A l l Parties Listed on Exhibits B & C of Application 

ltrt329a.330 



SOIL 
CONSERVATION DlViSJOH 

PROPOSED ADVERTISEMENT 

Case 1 ° ' M 3 : Application of Meridian O i l Inc. f o r an 
unorthodox gas well location and downhole commingling, 
San Juan County, New Mexico. Applicant seeks approval to 
downhole commingle West Kutz-Pictured C l i f f s Gas Pool and 
the Basin-Fruitland Coal Gas Pool production w i t h i n the 
wellbore of i t s proposed Whitley "A" #100 Well t o be 
d r i l l e d at an unorthodox gas well location f o r the West 
Kutz-Pictured C l i f f s Gas Pool 1090 feet FWL and 2010 feet 
FSL, (Unit L) Section 17, T27N, R11W, NMPM, San Juan 
County, New Mexico. Said we l l i s to be dedicated a 
standard 320-acre gas spacing u n i t f o r the Basin-
Fruitland Coal Gas Pool being W/2 of Section 17 and to a 
standard 160-acre gas spacing u n i t f o r the West Kutz-
Pictured C l i f f s Gas Pool being the SW/4 of Section 17. 
The well i s located approximately 10 (miles) South from 
Bloomfield, New Mexico. 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

HAR 2 9 1993 

SOIL CONSERVATION DIVISION 

APPLICATION OF MERIDIAN OIL INC. 
FOR AN UNORTHODOX GAS WELL LOCATION 
AND DOWNHOLE COMMINGLING 
SAN JUAN COUNTY, NEW MEXICO. 

CASE: f[)r7Q3 

A P P L I C A T I O N 

Comes now MERIDIAN OIL INC., ("Meridian") by and 
through i t s a t t o r n e y s K e l l a h i n and K e l l a h i n , and ap p l i e s 
t o the New Mexico O i l Conservation D i v i s i o n f o r approval 
t o downhole commingle West Kutz-Pictured C l i f f s Gas Pool 
and the B a s i n - F r u i t l a n d Coal Gas Pool prod u c t i o n w i t h i n 
the wellbore of i t s proposed Whitley "A" #100 Well t o be 
d r i l l e d a t a standard gas w e l l l o c a t i o n f o r the Basin 
F r u i t l a n d Coal Gas Pool but an unorthodox gas w e l l 
l o c a t i o n f o r the West Kutz-Pictured C l i f f s Gas Pool being 
1090 f e e t FWL and 2010 f e e t FSL, (Un i t L) Section 17, 
T27N, R11W, NMPM, San Juan County, New Mexico. The W/2 of 
Section 17 i s t o be dedicated t o the subject w e l l forming 
a standard 32 0-acre gas spacing u n i t f o r the Basin-
F r u i t l a n d Coal Gas Pool. The SW/4 of Section 17 i s t o be 
dedicated t o the subject w e l l forming a standard 160-acre 
gas spacing u n i t f o r the West Kutz-Pictured C l i f f s Gas 
Pool. 

I n support of i t s a p p l i c a t i o n , Meridian s t a t e s : 

(1) Meridian i s the operator f o r the proposed 
Whitley "A" #100 Well t o be d r i l l e d a t a gas w e l l 
l o c a t i o n 1090 f e e t FWL and 2010 f e e t FSL (Un i t L) , 
Section 17, T27N, R11W, NMPM, San Juan County, New Mexico 
as shown on E x h i b i t "A" attached. 
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(2) Said l o c a t i o n i s a standard gas w e l l l o c a t i o n 
f o r the B a s i n - F r u i t l a n d Coal Gas Pool but i s an 
unorthodox gas w e l l l o c a t i o n f o r the West Kutz-Pictured 
C l i f f s Gas Pool being only 63 0 f e e t r a t h e r than the 
re q u i r e d 790 f e e t from the n o r t h l i n e of the 160 acre 
spacing u n i t . 

(3) The Well i s t o be d r i l l e d so t h a t p r o d u c t i o n 
from the B a s i n - F r u i t l a n d Coal Gas Pool and the West Kutz-
P i c t u r e d C l i f f s Gas Pool can be downhole commingled i n 
the w e l l b o r e . 

(4) The W/2 of Section 17 i s t o be dedicated t o any 
product i o n from the B a s i n - F r u i t l a n d Coal Gas Pool which 
i s spaced on 320-acre gas spacing u n i t s . 

(5) The SW/4 of Section 17 i s t o be dedicated t o any 
product i o n from the West Kutz-Pictured C l i f f s Gas Pool 
which i s spaced on 160-acre gas spacing u n i t s . 

(6) The ownership i s common between these two 
spacing u n i t s . 

(7) I n accordance w i t h D i v i s i o n Rule 303-C-l.(b), 
the A p p l i c a n t s t a t e s and w i l l demonstrate a t hearing: 

1. That d r i l l i n g the Whitley "A" #100 Well 
i n i t i a l l y f o r downhole commingling i n the wellbore i s 
necessary because i t i s not otherwise economic t o attempt 
t o d r i l l and complete a separate w e l l f o r e i t h e r 
F r u i t l a n d Coal Gas or P i c t u r e d C l i f f s Gas pro d u c t i o n nor 
i s i t economic t o attempt t o d u a l l y complete those 
formations i n the proposed w e l l . 

2. That t h e r e w i l l be no crossflow between the 
two zones commingled. 

3. That the ownership i n each of the two 
spacing u n i t s i s common between the two pools and no 
impairment of c o r r e l a t i v e r i g h t s w i l l occur. 
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4. I t i s expected t h a t the bottom hole pressure 
of the lower pressure zone i s not less than 50 percent of 
the bottom hole pressure of the higher pressure zone 
adjusted t o a common datum. 

5. That the value of the commingled produ c t i o n 
w i l l not be less than the sum of the values of the 
i n d i v i d u a l p r oduction. 

(8) That both the F r u i t l a n d Coal formation and the 
Pi c t u r e d C l i f f s formations i n t h i s area of the basin 
should be m a r g i n a l l y p r o d u c t i v e and cannot be 
economically produced unless i t i s done so by downhole 
commingling t h a t p roduction. 

(9) Meridian has selected t o d r i l l the proposed 
w e l l i n the SW/4 instead of the NW/4 of Section 17 
because t h a t l o c a t i o n appears t o have a gre a t e r 
o p p o r t u n i t y f o r a successful although marginal F r u i t l a n d 
f o r mation w e l l . 

(10) I n a d d i t i o n , the SW/4 of Section 17 i s a 
standard l o c a t i o n f o r a F r u i t l a n d Coal Gas Well w h i l e the 
NW/4 i s an unorthodox l o c a t i o n . 

(11) Due t o the nature of the B a s i n - F r u i t l a n d Coal 
Gas production, s t r a i g h t a l l o c a t i o n of gas volumes from 
both zones i s not app r o p r i a t e . Meridian t h e r e f o r e seeks 
the adoption of a monthly a l l o c a t i o n formula t o be 
presented a t the time of the hearing. 

(12) A p p l i c a n t requests t h a t t h i s matter be docketed 
f o r hearing on the D i v i s i o n ' s Examiner docket now 
scheduled f o r A p r i l 22, 1993. 

(13) Copy of t h i s a p p l i c a t i o n has been sent t o a l l 
o f f s e t t i n g operators as set f o r t h on E x h i b i t s B and C. 
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WHEREFORE Applicant requests that t h i s matter be set 
fo r hearing on A p r i l 22, 1993 before a duly appointed 
Examiner of the O i l Conservation Division and that a f t e r 
notice and hearing as required by law, the Division enter 
i t s order granting t h i s application. 

Respectfully submitted 

KELLAHIN and KELLAHIN 
P. 0. Box 2265J 
Santa Fe, New Mexico 87501 
(505) 982-4285 
Attorneys f o r Applicant 

app329a.330 
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MERIDIAN OIL INC 
OFFSET OPERATOR PLAT 

WHITLEY A #100 

Fruitland Coal / Pictured / Cliffs Formation Commingle 

Township 27 North, Range 11 West 

2010" FSL 
1090' FWL 

1) Marathon Oil Company PO Box 552, Midland. TX 79702 

2) B H Keys PO Box 842, Artec. NM 87410 

3) D e k a l h F n P r g y 7nt) -9th A V P S W i n t h F lnn r , W g s t o r n C a n a d i a n Plar-P 

Calgarv. Canada T2P 3V4 

4) Dugan Production Company PO BOX 420, Farmington, NM 87499 

Fruitland Coal Formation 



MERIDIAN OIL INC 
OFFSET OPERATOR PLAT 

WHITLEY A #100 

Fruitland Coal / Pictured Cliffs Formation Commingle 

Township 27 North, Range 11 West 

2010* FSL 
1090' FWL 

1) Southland Royalty Company 

2) Marathon Oil Company PO Box 552. Midland, TX 79702 

3) B H Keys POBox 842. Aztec. NM 87410 

4) Pekalp Energy 700-9th Ave. SW. 10th Floor. Western Canadian Place 

Calgary, Canada T2P 3V4 

5) Duaan Production Company POBox 420. Farmington. NM 87499 

Pictured Cliffs Formation 
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March 29, 1993 

Mr. W i l l i a m J. LeMay 
O i l Conservation D i v i s i o n 
State Land O f f i c e B u i l d i n g 
310 Old Santa Fe T r a i l , Room 219 
Santa Fe, New Mexico 87501 

HAND DELIVERED 

RE: A p p l i c a t i o n of Meridian O i l , I nc. 
f o r an Unorthodox Gas Well Location 
and Downhole Commingling, 
San Juan County, New Mexico 
Whitley "A" #100 Well 

Dear Mr. LeMay: 

On behalf of Meridian O i l , Inc. please f i n d enclosed 
our A p p l i c a t i o n f o r an unorthodox gas w e l l l o c a t i o n and 
downhole commingling as referenced above, which we 
request be set f o r hearing on the next a v a i l a b l e 
Examiner's docket now scheduled f o r A p r i l 22, 1993. 

By copy of t h i s l e t t e r and a p p l i c a t i o n , sent 
c e r t i f i e d m a i l - r e t u r n r e c e i p t requested, we are n o t i f y i n g 
a l l i n t e r e s t e d p a r t i e s o f f s e t t i n g the subject w e l l and 
i t s proposed spacing and p r o r a t i o n u n i t of t h e i r r i g h t t o 
appear a t the hearing and p a r t i c i p a t e i n t h i s case, 
i n c l u d i n g the r i g h t t o present evidence e i t h e r i n support 
of or i n o p p o s i t i o n t o the a p p l i c a t i o n and t h a t f a i l u r e 
t o appear a t the hearing may preclude them from any 
involvement i n t h i s case a t a l a t e r date. Also, a l l 
p a r t i e s e n t i t l e d t o n o t i c e are hereby informed t h a t 
pursuant t o the D i v i s i o n Memorandum 2-90 a l l p a r t i e s 
appearing i n t h i s case are requested t o f i l e a Pre-
Hearing Statement w i t h t he D i v i s i o n no l a t e r than 4:00 
p.m. on Friday, A p r i l 16, 1993. 



Mr. William J. LeMay 
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Also enclosed i s our suggested advertisement f o r 
t h i s case. 

WTK/lam 
Enclosures 

cc: with Enclosures 
Alan Alexander - Meridian O i l Inc. 

By Certified Mail - Return Receipt 
A l l Parties Listed on Exhibits B & C of Application 

Urt329a.330 
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[OIL CONSERVATION DIVISION 

PROPOSED ADVERTISEMENT 

Case : Application of Meridian Oil Inc. for an 
unorthodox gas well location and downhole commingling, 
San Juan County, New Mexico. Applicant seeks approval t o 
downhole commingle West Kutz-Pictured C l i f f s Gas Pool and 
the Basin-Fruitland Coal Gas Pool production w i t h i n the 
wellbore of i t s proposed Whitley "A" #100 Well t o be 
d r i l l e d at an unorthodox gas well location f o r the West 
Kutz-Pictured C l i f f s Gas Pool 1090 feet FWL and 2010 feet 
FSL, (Unit L) Section 17, T27N, R11W, NMPM, San Juan 
County, New Mexico. Said well i s to be dedicated a 
standard 320-acre gas spacing u n i t f o r the Basin-
Fruitland Coal Gas Pool being W/2 of Section 17 and to a 
standard 160-acre gas spacing u n i t f o r the West Kutz-
Pictured C l i f f s Gas Pool being the SW/4 of Section 17. 
The well i s located approximately 10 (miles) South from 
Bloomfield, New Mexico. 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

APPLICATION OF MERIDIAN OIL INC. 
FOR AN UNORTHODOX GAS WELL LOCATION 
AND DOWNHOLE COMMINGLING 
SAN JUAN COUNTY, NEW MEXICO. 

MA 
MAR 2 1993 

CASE: 10*723 

A P P L I C A T I O N 

Comes now MERIDIAN OIL INC., ("Meridian") by and 
through i t s a t t o r n e y s K e l l a h i n and K e l l a h i n , and appl i e s 
t o the New Mexico O i l Conservation D i v i s i o n f o r approval 
t o downhole commingle West Kutz-Pictured C l i f f s Gas Pool 
and the B a s i n - F r u i t l a n d Coal Gas Pool production w i t h i n 
the w e l l b o r e of i t s proposed Whitley "A" #100 Well t o be 
d r i l l e d a t a standard gas w e l l l o c a t i o n f o r the Basin 
F r u i t l a n d Coal Gas Pool but an unorthodox gas w e l l 
l o c a t i o n f o r the West Kutz-Pictured C l i f f s Gas Pool being 
1090 f e e t FWL and 2010 f e e t FSL, (Unit L) Section 17, 
T27N, R11W, NMPM, San Juan County, New Mexico. The W/2 of 
Section 17 i s t o be dedicated t o the subject w e l l forming 
a standard 320-acre gas spacing u n i t f o r the Basin-
F r u i t l a n d Coal Gas Pool. The SW/4 of Section 17 i s t o be 
dedicated t o the subject w e l l forming a standard 160-acre 
gas spacing u n i t f o r the West Kutz-Pictured C l i f f s Gas 
Pool. 

I n support of i t s a p p l i c a t i o n , Meridian s t a t e s : 

(1) Meridian i s the operator f o r the proposed 
Whitley "A" #100 Well t o be d r i l l e d a t a gas w e l l 
l o c a t i o n 1090 f e e t FWL and 2010 f e e t FSL (Unit L) , 
Section 17, T27N, R11W, NMPM, San Juan County, New Mexico 
as shown on E x h i b i t "A" attached. 
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(2) Said l o c a t i o n i s a standard gas w e l l l o c a t i o n 
f o r the B a s i n - F r u i t l a n d Coal Gas Pool but i s an 
unorthodox gas w e l l l o c a t i o n f o r the West Kutz-Pictured 
C l i f f s Gas Pool being only 630 f e e t r a t h e r than the 
r e q u i r e d 790 f e e t from the n o r t h l i n e of the 160 acre 
spacing u n i t . 

(3) The Well i s t o be d r i l l e d so t h a t production 
from the B a s i n - F r u i t l a n d Coal Gas Pool and the West Kutz-
P i c t u r e d C l i f f s Gas Pool can be downhole commingled i n 
the w ellbore. 

(4) The W/2 of Section 17 i s t o be dedicated t o any 
product i o n from the B a s i n - F r u i t l a n d Coal Gas Pool which 
i s spaced on 32 0-acre gas spacing u n i t s . 

(5) The SW/4 of Section 17 i s t o be dedicated t o any 
product i o n from the West Kutz-Pictured C l i f f s Gas Pool 
which i s spaced on 160-acre gas spacing u n i t s . 

(6) The ownership i s common between these two 
spacing u n i t s . 

(7) I n accordance w i t h D i v i s i o n Rule 303-C-l.(b), 
the A p p l i c a n t s t a t e s and w i l l demonstrate a t hearing: 

1. That d r i l l i n g the Whitley "A" #100 Well 
i n i t i a l l y f o r downhole commingling i n the wellbore i s 
necessary because i t i s not otherwise economic t o attempt 
t o d r i l l and complete a separate w e l l f o r e i t h e r 
F r u i t l a n d Coal Gas or Pictured C l i f f s Gas produc t i o n nor 
i s i t economic t o attempt t o d u a l l y complete those 
formations i n the proposed w e l l . 

2. That t h e r e w i l l be no crossflow between the 
two zones commingled. 

3. That the ownership i n each of the two 
spacing u n i t s i s common between the two pools and no 
impairment of c o r r e l a t i v e r i g h t s w i l l occur. 
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4. I t i s expected that the bottom hole pressure 
of the lower pressure zone i s not less than 50 percent of 
the bottom hole pressure of the higher pressure zone 
adjusted to a common datum. 

5. That the value of the commingled production 
w i l l not be less than the sum of the values of the 
in d i v i d u a l production. 

(8) That both the Fruitland Coal formation and the 
Pictured C l i f f s formations i n t h i s area of the basin 
should be marginally productive and cannot be 
economically produced unless i t i s done so by downhole 
commingling that production. 

(9) Meridian has selected t o d r i l l the proposed 
well i n the SW/4 instead of the NW/4 of Section 17 
because that location appears to have a greater 
opportunity f o r a successful although marginal Fruitland 
formation w e l l . 

(10) I n addition, the SW/4 of Section 17 i s a 
standard location f o r a Fruitland Coal Gas Well while the 
NW/4 i s an unorthodox location. 

(11) Due to the nature of the Basin-Fruitland Coal 
Gas production, s t r a i g h t a l l o c a t i o n of gas volumes from 
both zones i s not appropriate. Meridian therefore seeks 
the adoption of a monthly a l l o c a t i o n formula t o be 
presented at the time of the hearing. 

(12) Applicant requests that t h i s matter be docketed 
for hearing on the Division's Examiner docket now 
scheduled f o r A p r i l 22, 1993. 

(13) Copy of t h i s application has been sent t o a l l 
o f f s e t t i n g operators as set f o r t h on Exhibits B and C. 
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WHEREFORE Applicant requests that t h i s matter be set 
for hearing on A p r i l 22, 1993 before a duly appointed 
Examiner of the O i l Conservation Division and that a f t e r 
notice and hearing as required by law, the Division enter 
i t s order granting t h i s application. 

Respectfully submitted 

W. Thomas Kellahin 
KELLAHIN and KELLAHIN 
P. O. Box 2265 
Santa Fe, New Mexico 87501 
(505) 982-4285 
Attorneys f o r Applicant 

app329a.330 
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- MERIDIAN OIL INC 
OFFSET OPERATOR PLAT 

WHITLEY A #100 

Fruitland Coal / Pictured / Cliffs Formation Commingle 

Township 27 North, Range 11 West 

2010" FSL 
1090' FWL 

1) Marathon Qii Company PQ BOX 552, Midland, TX 79702 

2) B H Keys P O B o x 842, Aztec, NM 87410 

3) Dftkalh FnPrqy 70n-Qth AVP SW i n t h Flnnr WpgtPm Hanariian Plarp. 

Calgary, Canada T2P3V4 
4) Dugan Product ion Company PO Box 420, Farmington, NM 87499 

Fruitland Coal Formation 



MERIDIAN OIL INC 
OFFSET OPERATOR PLAT 

WHITLEY A #100 

Fruitland Coal / Pictured Cliffs Formation Commingle 

Township 27 North, Range 11 West 

2010' FSL. 
1090' FWL 

1) Southland Royalty Company 

2) Marathon Oil Company PO Box 552. Midland. TX 79702 

3) B H Keys POBox 842. Aztec. NM 87410 

4) DeKalP Energy 700-9th Ave. SW. 10th Floor. Western Canadian Place 

Calgary, Canada T2P 3V4 

5) Dugan Production Company PO Box 420. Farmington. NM 87499 

Pictured Cliffs Formation 
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J A S O N K E L L A H I N [ R E T I R E D 9 9 i ) 

March 29, 199 3 

Mr., William J . LeMay HAND DELIVERED 
Oil. Conservation D i v i s i o n 
State Land O f f i c e B u i l d i n g 
310 Old Santa Fe T r a i l , Room 219 
Santa Fe, New Mexico 87501 

RE: A p p l i c a t i o n of Meridian O i l , Inc. 
f o r an Unorthodox Gas Well Location 
and Downhole Commingling, 
San Juan County, New Mexico 
Whitley "A" #100 Well 

Dear Mr. LeMay: 

On behalf of Meridian O i l , Inc. please f i n d enclosed 
our A p p l i c a t i o n f o r an unorthodox gas w e l l l o c a t i o n and 
downhole commingling as referenced above, which we 
request be set f o r hearing on the next a v a i l a b l e 
Examiner's docket now scheduled f o r A p r i l 22, 1993. 

By copy of t h i s l e t t e r and a p p l i c a t i o n , sent 
c e r t i f i e d m a i l - r e t u r n r e c e i p t requested, we are n o t i f y i n g 
a l l i n t e r e s t e d p a r t i e s o f f s e t t i n g the subject w e l l and 
i t s proposed spacing and p r o r a t i o n u n i t of t h e i r r i g h t t o 
appear a t the hearing and p a r t i c i p a t e i n t h i s case, 
i n c l u d i n g the r i g h t t o present evidence e i t h e r i n support 
of or i n o p p o s i t i o n t o the a p p l i c a t i o n and t h a t f a i l u r e 
t o appear a t the hearing may preclude them from any 
involvement i n t h i s case at a l a t e r date. Also, a l l 
p a r t i e s e n t i t l e d t o not i c e are hereby informed t h a t 
pursuant t o the D i v i s i o n Memorandum 2-9 0 a l l p a r t i e s 
appearing i n t h i s case are requested t o f i l e a Pre-
Hearing Statement w i t h the D i v i s i o n no l a t e r than 4:00 
p.m. on Friday, A p r i l 16, 1993. 



Mr. W i l l i a m J. LeMay 
March 29, 19 9 3 
Page 2 

Also enclosed i s our suggested advertisement f o r 
t h i s case. 

WTK/lam 
Enclosures 

cc: with Enclosures 
Alan Alexcinder - Meridian O i l Inc. 

By C e r t i f i e d Mail - Return Receipt 
A l l P a r t i e s L i s t e d on E x h i b i t s B & C of A p p l i c a t i o n 

ltrt329a.330 



PROPOSED ADVERTISEMENT 

Case : Application of Meridian Oil Inc. for an 
unorthodox gas well location and downhole commingling, 
San Juan County, New Mexico. Applicant seeks approval to 
downhole commingle West Kutz-Pictured C l i f f s Gas Pool and 
the Basin-Fruitland Coal Gas Pool production w i t h i n the jA/ l 'Y^ , 
wellbore of i t s proposed Whitley "A" #100 Well t o be [ ( j 
d r i l l e d at an unorthodox gas well location f o r the West 
Kutz-Pictured C l i f f s Gas Pool 1090 feet FWL and 2010 feet 
FSL, (Unit L) Section 17, T27N, R11W, NMPM, San Juan 
County, New Mexico. Said we l l i s to be dedicated a 
standard 320-acre gas spacing u n i t f o r the Basin-
Fruitland Coal Gas Pool being W/2 of Section 17 and to a 
standard 160-acre gas spacing u n i t f o r the West Kutz-
Pictured C l i f f s Gas Pool being the SW/4 of Section 17. 
The wel l i s located approximately 10 (miles) South from 
Bloomfield, New Mexico. 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION DIVISION 

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

APPLICATION OF MERIDIAN OIL INC. 
FOR AN UNORTHODOX GAS WELL LOCATION 
AND DOWNHOLE COMMINGLING 
SAN JUAN COUNTY, NEW MEXICO. 

A P P L I C A T I O N 

Comes now MERIDIAN OIL INC., ("Meridian") by and 
through i t s attorneys Kellahin and Kellahin, and applies 
to the New Mexico O i l Conservation Division f o r approval 
to downhole commingle West Kutz-Pictured C l i f f s Gas Pool 
and the Basin-Fruitland Coal Gas Pool production w i t h i n 
the wellbore of i t s proposed Whitley "A" #100 Well t o be 
d r i l l e d at a standard gas well location f o r the Basin 
Fruitland Coal Gas Pool but an unorthodox gas well 
location f o r the West Kutz-Pictured C l i f f s Gas Pool being 
1090 feet FWL and 2010 feet FSL, (Unit L) Section 17, 
T27N, R11W, NMPM, San Juan County, New Mexico. The W/2 of 
Section 17 i s t o be dedicated t o the subject w e l l forming 
a standard 32 0-acre gas spacing u n i t f o r the Basin-
Fruitland Coal Gas Pool. The SW/4 of Section 17 i s t o be 
dedicated to the subject well forming a standard 160-acre 
gas spacing u n i t f o r the West Kutz-Pictured C l i f f s Gas 
Pool. 

I n support of i t s application, Meridian states: 

(1) Meridian i s the operator f o r the proposed 
Whitley "A" #100 Well to be d r i l l e d at a gas well 
location 1090 feet FWL and 2010 feet FSL (Unit L) , 
Section 17, T27N, R11W, NMPM, San Juan County, New Mexico 
as shown on Exhibit "A" attached. 

DEPARTMENT 

1 1 I S 1 I ;| B 

vM MAR 2 9 1998 
n 

iL CONSERVATION DIVISION 

CASE: '/&1<23 



A p p l i c a t i o n of Meridian O i l , Inc. 
Page 2 

(2) Said l o c a t i o n i s a standard gas w e l l l o c a t i o n 
f o r the B a s i n - F r u i t l a n d Coal Gas Pool but i s an 
unorthodox gas w e l l l o c a t i o n f o r the West Kutz-Pictured 
C l i f f s Gas Pool being only 630 f e e t r a t h e r than the 
re q u i r e d 790 f e e t from the no r t h l i n e of the 160 acre 
spacing u n i t . 

(3) The Well i s t o be d r i l l e d so t h a t production 
from the B a s i n - F r u i t l a n d Coal Gas Pool and the West Kutz-
P i c t u r e d C l i f f s Gas Pool can be downhole commingled i n 
the w e l l b o r e . 

(4) The W/2 of Section 17 i s t o be dedicated t o any 
production from the B a s i n - F r u i t l a n d Coal Gas Pool which 
i s spaced on 320-acre gas spacing u n i t s . 

(5) The SW/4 of Section 17 i s t o be dedicated t o any 
production from the West Kutz-Pictured C l i f f s Gas Pool 
which i s spaced on 160-acre gas spacing u n i t s . 

(6) The ownership i s common between these two 
spacing u n i t s . 

(7) I n accordance w i t h D i v i s i o n Rule 303-C-l.(b), 
the A p p l i c a n t s t a t e s and w i l l demonstrate a t hearing: 

1. That d r i l l i n g the Whitley "A" #100 Well 
i n i t i a l l y f o r downhole commingling i n the wellbore i s 
necessary because i t i s not otherwise economic t o attempt 
t o d r i l l and complete a separate w e l l f o r e i t h e r 
F r u i t l a n d Coal Gas or P i c t u r e d C l i f f s Gas production nor 
i s i t economic t o attempt t o d u a l l y complete those 
formations i n the proposed w e l l . 

2. That t h e r e w i l l be no crossflow between the 
two zones commingled. 

3. That the ownership i n each of the two 
spacing u n i t s i s common between the two pools and no 
impairment of c o r r e l a t i v e r i g h t s w i l l occur. 
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4. I t i s expected t h a t the bottom hole pressure 
of the lower pressure zone i s not less than 50 percent of 
the bottom hole pressure of the higher pressure zone 
adjusted t o a common datum. 

5. That the value of the commingled production 
w i l l not be less than the sum of the values of the 
i n d i v i d u a l p r oduction. 

(8) That both the F r u i t l a n d Coal formation and the 
P i c t u r e d C l i f f s formations i n t h i s area of the basin 
should be m a r g i n a l l y productive and cannot be 
economically produced unless i t i s done so by downhole 
commingling t h a t production. 

(9) Meridian has selected t o d r i l l the proposed 
w e l l i n the SW/4 instead of the NW/4 of Section 17 
because t h a t l o c a t i o n appears t o have a greater 
o p p o r t u n i t y f o r a successful although marginal F r u i t l a n d 
f o r m a t i o n w e l l . 

(10) I n a d d i t i o n , the SW/4 of Section 17 i s a 
standard l o c a t i o n f o r a F r u i t l a n d Coal Gas Well w h i l e the 
NW/4 i s an unorthodox l o c a t i o n . 

(11) Due t o the nature of the B a s i n - F r u i t l a n d Coal 
Gas pr o d u c t i o n , s t r a i g h t a l l o c a t i o n of gas volumes from 
both zones i s not appropriate. Meridian t h e r e f o r e seeks 
the adoption of a monthly a l l o c a t i o n formula t o be 
presented a t the time of the hearing. 

(12) A p p l i c a n t requests t h a t t h i s matter be docketed 
f o r hearing on the D i v i s i o n ' s Examiner docket now 
scheduled f o r A p r i l 22, 1993. 

(13) Copy of t h i s a p p l i c a t i o n has been sent t o a l l 
o f f s e t t i n g operators as set f o r t h on E x h i b i t s B and C. 
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WHEREFORE App l i c a n t requests t h a t t h i s matter be set 
f o r hearing on A p r i l 22, 1993 before a duly appointed 
Examiner of the O i l Conservation D i v i s i o n and t h a t a f t e r 
n o t i c e and hearing as r e q u i r e d by law, the D i v i s i o n enter 
i t s order g r a n t i n g t h i s a p p l i c a t i o n . 

R e s p e c t f u l l y submitted 

W. Thomas K e l l a h i n 
KELLAHIN and KELLAHIN 
P. 0. Box 2265 
Santa Fe, New Mexico 87501 
(505) 982-4285 
Attorneys f o r Applicant 

app329a.330 
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MERIDIAN OIL INC 
OFFSET OPERATOR PLAT 

WHITLEY A #100 

Fruitland Coal / Pictured / Cliffs Formation Commingle 

Township 27 North, Range 11 West 

3 0 |E 

2010' FSL 
1090" FWL 

1) Marathon Oil Company PORny552, Midland, TX 79702 

2) B H Keys POBox 842, Aztec, NM 87410 

3) Dekalh Fnergy 7nn-9fh Ave SW, 1f)th Finer, Western Canadian Place 

Calqarv. Canada T2P 3V4 

_4) Dugan Production Company PQ BOX 420, Farmington, NM 87499 

Fruitland Coal Formation 



MERIDIAN OIL INC 
OFFSET OPERATOR PLAT 

WHITLEY A #100 

Fruitland Coal / Pictured Cliffs Formation Commingle 

Township 27 North, Range 11 West 

1) Southland Royalty Company 

2) Marathon Oil Company PO Box 552. Midland. TX 79702 

3) B H Keys POBox 842. Aztec. NM 87410 

4) DeKalP Energy 700-9th Ave. SW. 10th Floor. Western Canadian Place 

Calgary, Canada T2P 3V4 

5) Pugan Production Company PO Box 420. Farmington. NM 87499 

Pictured Cliffs Formation 


