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NEW MEXICO OIL CONSERVATION D I V I S I O N 
STATE LAND OFFICE BUILDING' 

STATE OF NEW MEXICO 
CASE NOS. 10 8 0 7 , 1 0 8 0 8 , 10809 

C o n s o l i d a t e d Cases 

IN THE MATTERS OF: 

Th e A p p 1 i c a t i o n o f K i n l a w Oi 1 
Co r p o r a t i o n f o r a H i g h An g 1 e/ 
H o r i z o n t a 1 D i r e c t i o n a 1 D r i 1 1 i n g P i l o t 
Pr o j e c t , S p e c i a 1 0 p e r a t i n g Ru 1 es 
Th e r e f o r , a Non - St a n d a r d Oi 1 P r o r a t i o n 
Un i t , a n U n o r t h o dox W e l l L o c a t i o n , 
a n d a S p e c i a l P r o j* e c t O i l Al 1 o w a b 1 e , 
Le a C o u n t y , New M e x I C O . 

Th e A p p 1 i c a t i o n o f K i n l a w Oi 1 
Co r p o r a t i o n f o r a H i g h An g 1 e/ 
H o r i z o n t a 1 D i r e c t i o n a 1 D r i 1 1 i n g P i l o t 
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The A p p l i c a t i o n o f K i n l a w O i l 
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A P P E A R A N C E S 

FOR THE NEW MEXICO OIL CONSERVATION D I V I S I O N : 

ROBERT G. STOVALL, ESQ. 
G e n e r a l C o u n s e l 
S t a t e Land O f f i c e B u i l d i n g 
P o s t O f f i c e Box 2088 
S a n t a Fe, New M e x i c o 8 7 5 0 4 - 2 0 8 8 

FOR THE APPLI CANT: 

CAMPBELL , CARR, BERGE & SHERIDAN, P.A 
P o s t O f f i c e Box 2208 
S a n t a Fe, New M e x i c o 8 7 5 0 4 - 2 2 0 8 
BY : W ILLIAM F. CARR, ESQ -
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I N D E X 

P a g e N u m b e r 

A p p e a r a n c e s 2 

WITNESSES FOR THE APPLICANT: 

1. MICHAEL ROBERT H I L L 

E x a m i n a t i o n by Mr. C a r r 5 

E x a m i n a t i o n by Mr. S t o g n e r 20 

C e r t i f i c a t e o f R e p o r t e r 28 

E X H I B I T S 

Page M a r k e d 

E x h i b i t No. 1 9 

E x h i b i t No. 2 13 

E x h i b i t No. 3 14 

E x h i b i t No. 4 14 

E x h i b i t No. 5 18 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

2 0 

2 1 

2 2 

2 3 

2 4 

2 5 

4 

EXAMINER STOGNER: At t h i s t i m e , I ' l l 

c a l l Case No. 10807. 

MR. STOVALL: A p p l i c a t i o n o f K i n l a w O i l 

C o r p o r a t i o n f o r a h i g h - a n g l e / h o r i z o n t a l 

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

o p e r a t i n g r u l e s t h e r e f o r , a n o n - s t a n d a r d o i l 

p r o r a t i o n u n i t , an u n o r t h o d o x w e l l l o c a t i o n , and 

a s p e c i a l p r o j ' e c t o i l a l l o w a b l e , Lea C o u n t y , New 

M e x i c o . 

EXAMINER STOGNER: C a l l f o r 

a p p e a r a n c e s . 

MR. CARR: May i t p l e a s e t h e E x a m i n e r , 

my name i s W i l l i a m F. C a r r w i t h t h e S a n t a Fe l a w 

f i r m C a m p b e l l , C a r r , B e r g e & S h e r i d a n . We 

r e p r e s e n t K i n l a w O i l C o r p o r a t i o n i n t h i s c a s e , 

and I have one w i t n e s s . 

I w o u l d a l s o r e q u e s t a t t h i s t i m e t h a t 

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

h e a r i n g , w i t h Case 10808 and 10809. T h e s e a r e 

a l s o a p p l i c a t i o n s o f K i n l a w f o r h o r i z o n t a l 

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

and t h e t e s t i m o n y i n t h e s e c a s e s w i l l be 

v i r t u a l l y i d e n t i c a l . 

EXAMINER STOGNER: I f t h e r e a r e no 

o b j e c t i o n s , I ' l l c a l l Cases 10808 and 10809 a t 
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t h i s t i m e . 

MR. STOVALL: Case No. 10808 i s t h e 

a p p l i c a t i o n o f K i n l a w O i l C o r p o r a t i o n f o r a 

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

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

C o u n t y , New M e x i c o . Case No. 10809 i s t h e 

a p p l i c a t i o n o f K i n l a w O i l C o r p o r a t i o n f o r a 

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

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

n o n - s t a n d a r d o i l p r o r a t i o n u n i t , an u n o r t h o d o x 

w e l l l o c a t i o n , and a s p e c i a l p r o j e c t o i l 

a l l o w a b l e , Lea C o u n t y , New M e x i c o . 

EXAMINER STOGNER: I ' l l c a l l f o r any 

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

K i n l a w i n t h e s e m a t t e r s a t t h i s t i m e . 

T h e se c a s e s w i l l be c o n s o l i d a t e d f o r 

p u r p o s e s o f t e s t i m o n y . Mr. C a r r . 

MICHAEL ROBERT H I L L 

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

e x a m i n e d and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e . 

A. M i c h a e l R o b e r t H i l l . 
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Q. Mr . H i l l , w h e r e do you r e s i d e ? 

A. I n A u s t i n , T e x a s . 

Q. By w hp m a r e you e m p l o y e d and i n what 

c a p a c i t y ? 

A. K i n l a w O i l C o r p o r a t i o n as p e t r o l e u m 

g e o l o g i s t . 

0- Have you p r e v i o u s l y t e s t i f i e d b e f o r e 

t h i s D i v i s i o n ? 

A. Yes, I h a v e . 

0. At t h e t i m e o f t h a t t e s t i m o n y , w e r e 

y o u r c r e d e n t i a l s as a p e t r o l e u m g e o l o g i s t 

a c c e p t e d and made a m a t t e r o f r e c o r d ? 

A. Yes, t h e y w e r e . 

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

f i l e d on b e h a l f o f K i n l a w i n e a c h o f t h e s e c a s e s ? 

A . Yes, l a m . 

Q. A r e you f a m i l i a r w i t h t h e p r o p o s e d 

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

s u b j e c t a r e a ? 

A . Yes, l a m . 

MR. CARR: Mr. S t o g n e r , a r e t h e 

w i t n e s s ' s q u a l i f i c a t i o n s a c c e p t a b l e ? 

MR. STOGNER: They a r e . 

Q. Mr. H i l l , w o u l d y ou b r i e f l y s t a t e what 

K i n l a w s e e k s i n e a c h o f t h e s e c a s e s ? 

RODRIGUEZ REPORTING 
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A. K i n l a w s e e k s a p p r o v a l t o h o r i z o n t a l l y 

d i r e c t i o n a l l y d r i l l t h e f o l l o w i n g w e l l s : V.F. 

P e t r o l e u m Huber. S t a t e No. 1, t h e S h e l l O i l 

Company SDA No. 1, t h e S h e l l SDA No. 2, by 

r e e n t e r i n g an e x i s t i n g b o r e h o l e and k i c k i n g o f f 

t h e t o p o f D e v o n i a n and d r i l l i n g a p p r o x i m a t e l y 

500 t o 700 f e e t l a t e r a l t o t h e t o p o f D e v o n i a n . 

0- I s K i n l a w s e e k i n g e x e m p t i o n s f r o m 

e x i s t i n g D i v i s i o n w e l l l o c a t i o n r e q u i r e m e n t s ? 

A. At t h i s t i m e we a r e n o t . We hope t o 

n o t be n e e d i n g e x e m p t i o n s , b u t i t ' s g o i n g t o 

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

a f t e r r u n n i n g g y r o s u r v e y s on t h e s e r e e n t r y 

w e l l s . 

Q. So y o u ' l l r e e n t e r , d r i l l o u t t h e p l u g s 

t h i n g s o f t h a t n a t u r e , and t h e n s u r v e y ? 

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

Q. T h a t w i l l a f f e c t w h e r e t h e a c t u a l 

t e r m i n u s o f t h e h o r i z o n t a l p o r t i o n o f t h e w e l l i 

a c t u a l l y l o c a t e d ? 

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

Q. A r e you s e e k i n g an e x e m p t i o n f r o m t h e 

a c r e a g e d e d i c a t i o n r e q u i r e m e n t s ? 

A. Once a g a i n , a t t h i s t i m e , we hope n o t 

t o need t h a t , b u t i t ' s g o i n g t o d e p e n d on w h e r e 

RODRIGUEZ REPORTING 
( 5 0 5 ) 9 8 8 - 1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

2 0 

2 1 

2 2 

2 3 

24 

2 5 

8 

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

0. On t w o o f t h e w e l l s , t h e Huber and t h e 

S h e l l SDA No. 1 ., y o u ' r e p r o p o s i n g 8 0 - a c r e u n i t s , 

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

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

Q. I f y o u ' r e a b l e t o ke e p t h e w e l l b o r e s on 

t h e 40 a c r e s on w h i c h t h e h o l e was a c t u a l l y 

l o c a t e d , you w o n ' t need t h o s e a d d i t i o n a l 4 0 - a c r e 

t r a c t s , i s t h a t r i g h t ? 

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

0- Y o u ' r e n o t s e e k i n g a s p e c i a l o i l 

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

A . Not a t t h i s t i m e . 

Q. Mr. H i l l , y o u , i n f a c t , t e s t i f i e d f o u r 

weeks ago i n Case 1 0 8 0 6 , d i d you n o t ? 

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

Q. T h a t was t h e c a s e i n w h i c h K i n l a w was 

s e e k i n g a u t h o r i t y t o h o r i z o n t a l l y d r i l l i t s New 

M e x i c o "N" No. 1 w e l l ? 

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

0 . C o u l d you a d v i s e t h e E x a m i n e r w h a t ' s 

h a p p e n e d s i n c e t h a t t i m e t o t h e New M e x i c o "N" 

No . 1 ? 

A. S i n c e t h a t t i m e , we r e c e i v e d p e r m i s s i o n 

t o r e e n t e r t h a t w e l l . We r e e n t e r e d t o a 
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d e p t h o f a p p r o x i m a t e l y 9700 f e e t a n d , a f t e r 

a t t e m p t i n g a s q u e e z e j o b on some p e r f s a t t h a t 

d e p t h , we we r e c o m i n g b a c k i n t o t h e h o l e and 

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

9-5/8 and t h e 1 3 - 5 / 8 " c a s i n g . So, a t t h a t t i m e , 

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

0- And t h a t has been d o n e ? 

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

0. The C o m m i s s i o n has a p p r o v e d t h e 

p l u g g i n g p r o g r a m ? 

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

Q. L e t ' s go t o what has been m a r k e d K i n l a w 

E x h i b i t No. 1. I w o u l d a s k you t o i d e n t i f y and 

r e v i e w t h i s t o r Mr. S t o g n e r . 

A. T h i s i s an o u t l i n e , i n y e l l o w , o f t h e 

a c r e a g e t h a t K i n l a w c u r r e n t l y has u n d e r l e a s e 

wi t : hi t h e l o c a t i o n o f t h e w e l l s t h a t we p l a n t o 

r e e n t e r . 

0- C o u l d you b r i e f l y i d e n t i f y t h e t h r e e 

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

t h e n p o i n t o u t t h e a c r & a ge w h i c h w i l l be 

d e d i c a t e d t o t h o s e w e l l s ? 

A. The w e l l t h a t we a r e a t t e m p t i n g t o 

r e e n t e r f i r s t and f o r e m o s t w i l l be t h e V.F. 

P e t r o l e u m Huber S t a t e No. 1, w h i c h i s l o c a t e d i n 
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t h e n o r t h e a s t q u a r t e r o f S e c t i o n 5. I t ' s 

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

The o t h e r w e l l w o u l d be t h e No. 1 SDA, 

w h i c h i s i n t h e s o u t h w e s t q u a r t e r o f t h e 

s o u t h w e s t s e c t i o n o f 36. The 80 a c r e s t h a t we 

m i g h t need on t h a t w e l l w o u l d be t h e s o u t h w e s t o f 

t h e s o u t h w e s t o f 36, and t h e s o u t h e a s t o f t h e 

s o u t h e a s t o f 35. 

G o i n g b a c k t o t h e V.F. P e t r o l e u m w e l l , 

t h e 80 a c r e s t h a t we m i g h t need t o d e s i g n a t e on 

t h a t w e l l w o u l d be t h a t s t a n d - u p 80 on t h e e a s t 

h a l f o f t h e n o r t h e a s t q u a r t e r o f S e c t i o n 5. 

The t h i r d w e l l w o u l d be t h e S h e l l O i l 

SDA No. 2, w h i c h i s i n t h e s o u t h e a s t q u a r t e r o f 

t h e s o u t h w e s t q u a r t e r o f S e c t i o n 36, and t h a t 

w o u l d be j u s t a 4 0 - a c r e d e s i g n a t i o n . 

Q. Now, Mr. H i l l , t h e Huber w e l l i n 

S e c t i o n 5, i s an u n o r t h o d o x l o c a t i o n , i s t h a t 

c o r r e c t ? 

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

0. T h a t l o c a t i o n has been p r e v i o u s l y 

a p p r o v e d by t h e D i v i s i o n ? 

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

MR. CARR: Mr. E x a m i n e r , t h a t l o c a t i o n 

was a p p r o v e d i n Case 7 1 7 3 , and i t was O r d e r No. 
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Q. Mr. H i l l , i s t h e r e o t h e r D e v o n i a n 

d e v e l o p m e n t w i t h i n a m i l e o f t h e s e w e l l s ? 

A. No, t h e r e i s n o t . 

Q. A r e t h e r e u n l e a s e d m i n e r a l s i n t h e a r e a 

t h a t w e ' r e t a l k i n g a b o u t ? 

A. Yes, t h e r e a r e . 

Q. A r e t h o s e S t a t e o f New M e x i c o 

p r o p e r t i e s ? 

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 i s p r o p o s a l w i t h 

t h e New M e x i c o S t a t e Land O f f i c e ? 

A. Yes, we h a v e . We t a l k e d t o a Mr. 

A l b e r s a t t h e S t a t e Land O f f i c e . He had no 

o b j e c t i o n , and s t a t e d t h a t we w o u l d need a 

c o m m e r c i a l l e a s e on s t a t e - o w n e d s u r f a c e 

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

0- I n f a c t , he w r o t e Mr. S t o g n e r w i t h t h a t 

r e c o m m e n d a t i o n , d i d he n o t ? 

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

Q. Does K i n l a w have any o b j e c t i o n t o t h e 

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

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

l e a s e s f r o m t h e New M e x i c o S t a t e Land O f f i c e ? 

A. No, we d o n ' t . 
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Q . I s t h e a c r e a g e y ou p r o p o s e t o . d e d i c a t e 

t o t h e w e l l s , a c t u a l l y s t a t e l a n d ? 

A. T h a t .is c o r r e c t . 

Q. What i s t h e s t a t u s o f t h e r o y a l t y 

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

A. The r o y a l t y o w n e r s h i p i s a l l t h e same, 

i d e n t i c a l u n d e r e a c h t r a c t . 

Q. I s t h e w o r k i n g i n t e r e s t a l l i n K i n l a w 

a t t h i s t i me ? 

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

0 . What i s t h e c u r r e n t s t a t u s o f t h e 

d e v e l o p m e n t on e a c h o f t h e s e t r a c t s ? 

A. . At t h e p r e s e n t t i m e , t h e r e i s no 

c u r r e n t d e v e l o p m e n t e x c e p t f o r t h e V.F. P e t r o l e u m 

w e l l , w h i c h we d i d r e c e i v e p e r m i s s i o n t o r e e n t e r 

and we a r e , a t t h e p r e s e n t t i m e , a t t e m p t i n g t o 

d r i l l o u t t h e p l u g s . 

Q. Why d o n ' t we d e s c r i b e j u s t b r i e f l y t h e 

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

d i d t h i s f o u r weeks ago and so I d o n ' t t h i n k you 

d o n ' t need t o go i n t o p a r t i c u l a r d e t a i l , b u t I 

t h i n k i t w o u l d be u s e f u l , a t t h i s p o i n t , j u s t t o 

sum mi a r i z e t h e c h a r a c t e r i s t i c s o f t h e D e v o n i a n i n 

t h i s a r e a . 

A. The D e v o n i a n i s a s h a l l o w w a t e r 
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c a r b o n a t e , c o n s i s t i n g o f a d e n s e , c r y s t a l l i n e 

d o l o m i t e , v e r y l i t t l e p r i m a r y p o r o s i t y . I t does 

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

f r a c t u r e s and v u g s . 

Q. L e t ' s go t o E x h i b i t No. 2. Would you 

i d e n t i f y t h a t , p l e a s e . 

A. E x h i b i t No. 2 i s a s t r u c t u r e map on t h 

t o p o f D e v o n i a n . I t b a s i c a l l y shows a n t i c l i n a l 

f e a t u r e b o u n d e d by t h r e e f a u l t s , w i t h t h e apex o 

t h e s t r u c t u r e i n and a r o u n d t h e K e l l y S t a t e No. 

a t a s u b s e a o f m i n u s 9 0 7 9 . 

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

t h e V.F. P e t r o l e u m w e l l , w h i c h has a s u b s e a o f 

m i n u s 9 1 0 1 , and t h e S h e l l SDA No. 1 w h i c h i s a 

m i n u s 9 1 7 9 , and t h e SDA No. 2, w h i c h i s t h e 

l o w e s t o f t h e t h r e e , a t a m i n u s 9328. 

Q. A c t u a l l y t h e s e a r e a t t h e t o p o f 

s t r u c t u r e , a r e t h e y n o t ? 

A. Two o u t o f t h e t h r e e a r e . T h e r e i s a 

SDA No. 2 i s n o t t h e l o w e s t w e l l i n t h e 

s t r u c t u r e , b u t i t i s a b o u t t h e t h i r d . 

Q. I f you h o r i z o n t a l l y d r i l l a l l t h e s e 

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

t h e m i n ? 

A. W e l l , we w o u l d d r i l l t h i s V.F. 
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P e t r o l e u m w e l l f i r s t , t h e SDA No. 1, and t h e n t h e 

SDA No. 2. 

Q . L e t ' s , move now t o E x h i b i t No. 3, t h e 

i s o p a c h . Would you r e v i e w t h a t f o r Mr. S t o g n e r ? 

A. E x h i b i t 3 i s a n e t pay i s o p a c h o f t h e 

D e v o n i a n . I t ' s s h o w i n g a r a n g e o f 109 f e e t o f 

n e a t p a y, on t h e l o w e n d ; up t o 411 f e e t o f n e t 

pay on t h e h i g h e n d . 

The V.F. P e t r o l e u m Huber S t a t e w e l l has 

a p p r o x i m a t e l y 389 f e e t o f n e t p a y , t h e S h e l l SDA 

No. 1 has 311 f e e t , and t h e SDA No. 2 has 162 

f e e t o f n e t p a y . 

Q . From a g e o l o g i c a l p e r s p e c t i v e , i s t h i s 

a good c a n d i d a t e f o r a h o r i z o n t a l d r a i n h o l e ? 

A, . Yes, i t i s . 

Q . You w o u l d n ' t see any p r o b l e m i n b e i n g 

a b l e t o keep t h e w e l l b o r e w i t h i n t h e D e v o n i a n 

f o r m a t i o n ? 

A, . No, we do n o t . 

0- L e t ' s go t o E x h i b i t No. 4, and I w o u l d 

a s k you t o r e v i e w t h a t f o r t h e E x a m i n e r . 

A. E x h i b i t No. 4 i s a c u m u l a t i v e 

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

f i e l d , w i t h a w e l l - b y - w e l l c u m u l a t i v e u n d e r n e a t h 

e a c h w e l l . 
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0 - What i s r e a l l y y o u r hope w i t h , t h i s 

h o r i z o n t a l p r o g r a m ? 

A. W i t h t h i s h o r i z o n t a l p r o g r a m , we hope 

t o go i n and r e c o v e r r e s e r v e s t h a t h ave been l e f t 

b e h i n d by v i r t u a l l y d r i l l i n g t h i s f o r m a t i o n . 

Qi. I f you a r e s u c c e s s f u l w i t h t h e Huber 

w e l l , do you have an i d e a as a how s o o n you m i g h t 

be r e e n t e r i n g o t h e r w e l l s ? 

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

m o n t h s o f t h e Huber S t a t e . 

Q. Huber S t a t e has a d r y h o l e s y m b o l . Why 

i s t h a t ? 

A, . The Huber S t a t e was d r i l l e d as an 

i n f i l l w e l l i n a p p r o x i m a t e l y 1 9 8 1 . The w e l l 

t e s t e d f r e e o i l w i t h no w a t e r on a d r i l l s t e m 

t e s t . A t t h e t i m e t h e w e l l was d r i l l e d , t h e r e 

was o n l y one o t h e r w e l l w h i c h was p r o d u c i n g i n 

t h e f i e l d , w h i c h was t h e h i g h e s t w e l l i n t h e 

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

of 3,000 b a r r e l s o f w a t e r a day and a h u n d r e d 

b a r r e l s o f o i l . 

Once a d e c i s i o n was made t o r u n p i p e on 

t h e Huber S t a t e , a f t e r h a v i n g a w a t e r - f r e e d r i l l 

s t e m t e s t , t h e w e l l was a c i d i z e d and o n l y 

r e c o v e r e d a s m a l l amount o f o i l . We f e e l l i k e i t 
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has t o do w i t h t h e way t h e K e l l y S t a t e , . o r t h e 

h i g h e s t most w e l l i n t h e f i e l d was b e i n g p u l l e d 

a t t h e t i m e , and a l s o had t o do w i t h t h e t y p e o f 

a c i d j o b t h e y d i d on i t . 

Q . What c o n c l u s i o n s can you r e a c h f r o m 

y o u r g e o l o g i c s t u d y o f t h i s a r e a ? 

A. We f e e l l i k e we ! • 6 v e a s m a l l D e v o n i a n 

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

d r i l l i n g . We b e l i e v e we can a d e q u a t e l y d r a i n 

l e f t - b e h i n d r e s e r v e s f r o m t h i s r e s e r v o i r . 

Cj . L e t ' s go t o K i n l a w E x h i b i t No. 5. Can 

you i d e n t i f y t h a t , p l e a s e ? 

A. E x h i b i t 5 i s t h e w e l l b o r e d i a g r a m o f 

t h e V.F. P e t r o l e u m Huber S t a t e No. 1. I t 

b a s i c a l l y shows what w e ' r e g o i n g t o a t t e m p t t o do 

on t h i s w e l l . T h i s w e l l has 1 2 - 3 / 4 " s u r f a c e 

c a s i n g s e t a t 282 f e e t . The 8-5/8 c a s i n g was 

s h o t o f f a t a p p r o x i m a t e l y 251 f e e t . 

I n i t i a l l y , w e ' l l a t t e m p t t o t i e b a c k 

i n t o t h i s 3-5/8 c a s i n g , d r i l l o u t t h e p l u g s No. 3 

and 4 on t h e d i a g r a m . At t h a t p o i n t , we w i l l 

move i n a ( d r i l l i n g r i g and d r i l l o u t t e s t c a s i n g 

and d r i l l o u t p l u g s 5, 6 and 7, and a t t e m p t t o 

t i e i n t o 5-1/2 a t 11,008 f e e t . 

I f t h a t p r o v e s u n s u c c e s s f u l , a t t h a t 
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t i m e we w i l l s i d e t r a c k t h e 5-1/2" c a s i n g t h a t ' s 

c u r r e n t l y i n t h i s w e l l , and d r i l l new h o l e ba c k 

down t o t h e t o p . o f D e v o n i a n and k i c k o f f t h e r e a t 

a s h o r t r a d i u s . 

Q. At what d e p t h do you a n t i c i p a t e k i c k i n g 

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

A. We a n t i c i p a t e k i c k i n g o f f a p p r o x i m a t e l y 

12,915 f e e t . 

0- I t m i g h t be s l i g h t l y s h a l l o w e r t h a n 

t h a t i f you have t r o u b l e t y i n g i n t o t h a t l o w e r 

s t r i n g ? 

A. T h a t ' s c o r r e c t . I t c o u l d be a n y w h e r e 

b e t w e e n 12,878 and 1 2 , 9 1 5 . 

Q. T h a t w o u l d be i n t h e D e v o n i a n ? 

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

Q. What w o u l d be t h e k i c k o f f d e p t h s i n t h e 

S t a t e SDA 1 and 2? 

A. The SDA No. 1 k i c k o f f p o i n t w o u l d be a t 

12 , 9 5 8 . The SDA No. 2 w o u l d be a t 1 3 , 1 1 0 . 

0- Now, as t o t h e h o r i z o n t a l d r i l l i n g 

p o r t i o n o f t h e h o l e , w i l l K i n l a w be u s i n g t h e 

i d e n t i c a l p r o c e d u r e t h a t was r e v i e w e d on A u g u s t 

t h e 2 5 t h by Mr. Dave P h i l l i p s i n Case 10806? 

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

0. You w i l l be u s i n g a s mi a l l - a n g l e 
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h o r i z o n t a l r a d i u s , and s t a y i n g w i t h i n t h e 

D e v o n i a n ? 

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

MR. CARR: Mr. S t o g n e r , a t t h i s t i m e we 

w o u l d r e q u e s t t h a t t h e t e s t i m o n y o f D a v i d 

P h i l l i p s i n Case 1 0 8 0 6 , p r e s e n t e d on A u g u s t 2 6 t h , 

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

p r o c e e d i n g . 

EXAMINER STOGNER: The r e c o r d i n Case 

1080 6 w i l l be i n c o r p o r a t e d a t t h i s t i m e i n t h i s 

c o n s o l i d a t e d m a t t e r . 

Q. Mr. H i l l , do you a n t i c i p a t e t h a t t h e 

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

f a c t , be d r a i n e d by t h e w e l l s , i f t h e y a r e 

s u c c e s s f u l ? 

A. Yes, I d o . 

0. Do you a n t i c i p a t e any e x c e s s i v e 

d r a i n a g e f r o m o f f s e t t i n g t r a c t s ? 

k . No, I do n o t . 

0. I n f a c t , i f t h e r e was, i t w o u l d s t i l l 

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

d e d i c a t e d a c r & a g & , i s t h a t r i g h t ? 

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

Q. I f t h e w e l l s a r e s u c c e s s f u l , do you 

have a g u e s s o r a hope as t o how l o n g t h e y m i g h t 
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be a b l e t o p r o d u c e ? 

A . We're a n t i c i p a t i n g s e v e n t o 10 y e a r s . 

0. A t t h e c o n c l u s i o n o f t h e d r i l l i n g , as 

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

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

w e l l s ? 

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

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

p r o v i d e d t o t h e O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes, t h e y w i l l . 

0 - How soon does K i n l a w hope t o commence 

t h i s e f f o r t ? 

A. As s o o n as w e ' r e a u t h o r i z e d t o do s o . 

MR. CARR: Mr. S t o g n e r , I have p r e p a r e d 

p r o p o s e d o r d e r s i n t h e s e c a s e s , and I have t h e m 

on f l o p p y d i s k , b u t Mr. H i l l t h i s m o r n i n g p o i n t e d 

o u t some e r r o r s i n f o o t a g e s . I ' l l h ave t h e m 

r e v i s e d , and w e ' l l s u b m i t t h e m t o you l a t e r 

t o d a y , i f t h a t ' s a l l r i g h t w i t h y o u . 

EXAMINER STOGNER: T h a t w o u l d be g o o d . 

I a p p r e c i a t e t h a t . 

Q . Mow, Mr. H i l l , i n y o u r o p i n i o n , w i l l 

a p p r o v a l o f each) o f t h e s e a p p l i c a t i o n s be i n t h e 

b e s t i n t e r e s t o f c o n s e r v a t i o n , t h e p r e v e n t i o n o f 

w a s t e , and t h e p r o t e c t i o n o f c o r r e l a t i v e r i g h t s ? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

2 0 

2 1 

2 2 

2 3 

2 4 

2 5 

2 0 

A. Yes, t h e y w i l l . 

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

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

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

A. Yes, i t w i l l . 

Q. Were E x h i b i t s 1 t h r o u g h 5 p r e p a r e d by 

y o u ? 

A . Yes, t h e y w e r e . 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , 

we move t h e a d m i s s i o n o f K i n l a w E x h i b i t s 1 

t h r o u g h 5. 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 5 

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

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

e x a m - n a t i o n o f Mr. H i l l 

EXAMINATION 

BY EXAMINER STOGNER: 

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

t h e S t a t e Land O f f i c e , was t h e m a t t e r d i s c u s s e d 

o f t h e f i r s t w e l l , I'm r e f e r r i n g t o t h e one i n 

Case 1 0 8 0 7 , i n w h i c h y o u ' r e p r o p o s i n g t o d e d i c a t e 

p e r h a p s 80 a c r e s , a p o r t i o n o f S e c t i o n 36 and a 

p o r t i o n o f S e c t i o n 35, t h e i r c o n c e r n t h a t t h a t ' s 

t w o d i f f e r e n t l e a s e s ? 

A. Yes, t h e y d i d m e n t i o n t h a t t h e r e was 
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some c o n c e r n t h e r e . They s a i d i f we c o u l d g e t 

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

o k a y w i t h t hem t h a t we d i d w h a t w e ' r e t a l k i n g 

a b o u t . 

Q. I f i t was a p p r o v e d a t t h i s l e v e l , what 

w o u l d t h e S t a t e Land O f f i c e r e q u i r e o f K i n l a w t o 

c o m m u n i t i z e o r w h a t e v e r had t o be done t o c o n n e c t 

tho s e ; t w o 40s ? 

A. They r e a l l y d i d n ' t t e l l u s . 

MR. CARR: Mr. S t o g n e r , we w o u l d h a v e 

t o c o m m u n i t i z e t h e s t a t e l e a s e s . I have been 

i n v o l v e d i n t h o s e d i s c u s s i o n s w i t h t h e m . I f t h e 

s u r f a c e i s a s t a t e s u r f a c e , a b u s i n e s s l e a s e 

w o u l d be r e q u i r e d , t h e y s a i d . 

Q. Mr. H i l l , s i n c e I d o n ' t have t h e r e c o r d 

i n f r o n t o f me i n Case 1 0 8 0 6 , e v e n t h o u g h we 

i n c o r p o r a t e d t h o s e , can you e n l i g h t e n me a g a i n 

w h a t t h e maximum h o r i z o n t a l d i s t a n c e y o u ' r e 

h o p i n g t h a t c an be a c c o m p l i s h e d w i t h t h i s t y p e o f 

s h o r t r a d i u s h o r i z o n t a l d r i l l i n g ? 

A. A p p r o x i m a t e l y 700 f e e t . 

C. T h a t w i l l be max? 

A. Yes, s i r . 

0. Mow, s h o u l d t h e w e l l i n Case 10807 n o t 

r e a c h t h a t maximum 700 f o o t h o r i z o n t a l e x t e n s i o n 
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b u t , i n f a c t , s t o p s h o r t o f S e c t i o n 3 5 , . t h e n 

y o u ' r e p r o p o s i n g o n l y a 4 0 - a c r e p r o r a t i o n u n i t be 

d e d i c a t e d ? 

A. T h a t ' s c o r r e c t . As I s t a t e d e a r l i e r , 

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

f a l l s . And i f i t ' s a c t u a l l y a l i t t l e b i t c l o s e r 

t o S e c t i o n 35 t h a n w h e r e t h e s u r f a c e h o l e 

l o c a t i o n was s t a k e d , we w o u l d need t o go o v e r 

t h e r e i n t o t h e o t h e r 40 a c r e s . 

Q. Have you t a k e n a r e a d i n g o r do you know 

a b o u t what t h e n a t u r a l d r i f t o f t h o s e o l d 

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

A. I f I can r e c a l l c o r r e c t l y , I b e l i e v e 

t h e one t h a t we l o o k e d a t i n i t i a l l y had a r o u n d 

f i v e t o s i x d e g r e e s o f d e v i a t i o n ; b u t , i n w h a t 

d i r e c t i o n , I'm n o t s u r e . I b e l i e v e t h e r e was 

a r o u n d 3 0 0 - a n d - s o m e - o d d f e e t t o t a l . 

Of c o u r s e , i t was done by a s i n g l e 

s h o t , and i t d i d n ' t g i v e t h e e x a c t b o t: t c m J i o 1 e 

l o c a t i o n . I t w o u l d d e p e n d on w h e t h e r a l l t h a t 

d e v i a t i o n was i n one d i r e c t i o n o r w h e t h e r i t was 

g o i n g a number o f d i f f e r e n t d i r e c t i o n s . 

Q. Now, l e t ' s r e f e r t o t h e w e l l i n Case 

10809. T h a t ' s y o u r Huber S t a t e W e l l No. 1 o r t h e 

Huber S t a t e W e l l No. 1. 
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T h e r e a g a i n , t h e same m e c h a n i c s o f y o u r 

p r o p o s e d h o r i z o n t a l d r i l l i n g w o u l d be s e t a 

h u n d r e d f o o t max, i s t h a t t r u e ? 

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

Q. And y o u ' r e p r o p o s i n g t o go i n a 

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

t h em L o t s 1 and 8, b e i n g t h a t s h a d e d a r e a on y o u r 

E x h i b i t No. 1 i n S e c t i o n 5, i s t h a t c o r r e c t ? 

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

Q. A c c o r d i n g t o my c a l c u l a t i o n s , t h a t 700 

f o o t w o u l d n ' t e v e n c o n n e c t t h a t 4 0 - a c r e p o r t i o n 

t o t h e s o u t h ? 

A. T h a t ' s c o r r e c t . At t h a t t i m e , i t w o u l d 

d e p e n d on what t y p e o f a l l o w a b l e we n e e d e d and so 

f o r t h . T h a t ' s t h e m a i n r e a s o n f o r g o i n g f o r 80s 

on t h a t p a r t i c u l a r w e l l . I f we n e e d e d t o come 

back and r e q u e s t a l a r g e r a l l o w a b l e , we m i g h t 

need t o i n c o r p o r a t e t h o s e t w o 4 0 - a c r e u n i t s . 

Q. Our p o l i c y i s , i f you c o n n e c t t h e t w o 

w i t h t h e h o r i z o n t a l p o r t i o n , t h e n y o u ' r e e n t i t l e d 

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

t h a t d o e s n ' t e n t i t l e you t o t h a t o t h e r 40. A r e 

you p r o p o s i n g t h a t y o u ' r e r e q u e s t i n g t h i s j u s t t o 

g e t a h i g h e r a l l o w a b l e , b u t n o t a c t u a l l y 

c o n n e c t i n g t h e t w o 40s ? 
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A. No. My u n d e r s t a n d i n g was t h a t we w o u l d 

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

t o g e t a h i g h e r , a l l o w a b l e , and a t t h i s p o i n t 

w e ' r e n o t a s k i n g f o r one b u t I s a i d , i n t h e 

f u t u r e , i f we n e e d e d t o , we m i g h t need t o add 

t h o s e t w o . 

Q. Why w o u l d you need a h i g h e r a l l o w a b l e ? 

A. At t h i s t i m e we d o n ' t know. We w o u l d 

have t o d r i l l t h e w e l l , p o t e n t i a l i t , and s e e 

what d r a w - d o w n p r e s s u r e s we w e r e g e t t i n g f r o m 

p r o d u c i n g t h i s w e l l , and c h e c k i n g b o t t o m h o l e 

p r e s s u r e s , so on and so f o r t h . We f e l t l i k e we 

w e r e n ' t h u n t i n g t h e r e s e r v o i r , p r o d u c i n g i t a t a 

h i g h e r t h a n t h e d e p t h b r a c k e t a l l o w a b l e , and a t 

some p o i n t we m i g h t r e q u e s t a h i g h e r a l l o w a b l e . 

Q. What i s t h a t d e p t h b r a c k e t a l l o w a b l e a t 

t h e p r e s e n t t i m e ? 

A. I t ' s a r o u n d 430 b a r r e l s a d a y . 

Q. I know y o u ' r e h o p i n g f o r t h a t , b u t a r e 

you a n t i c i p a t i n g i t b e i n g o v e r 430? 

A. Not a t t h i s t i m e . T h a t ' s why w e ' r e n o t 

c u r r e n t l y r e q u e s t i n g i t . 

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

r e s t r i c t i o n on Case 10809 w o u l d be p u t o r s e t o r 

w r i t t e n i n as i n 10807. I t ' s p o s s i b l e t h a t you 
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c o u l d c o n n e c t t h e t w o , and t h a t ' s w h a t y o u ' r e 

r e q u e s t i n g t o d a y , a n d , i f an o r d e r i s i s s u e d , 

w e ' l l s t i p u l a t e , t h a t . 

H o w e v e r , i f t h e t w o a c t u a l 40s a r e n o t 

c o n n e c t e d , t h e n you w o u l d n o t be e n t i t l e d t o h o l d 

t h e t w o 4 0 - a c r e t r a c t s , and o n l y t h a t one 4 0 - a c r e 

t r a c t c o u l d be w r i t t e n i n o r i n c o r p o r a t e d . And 

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

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

t h e n b e, how w o u l d you s a y , s e t , o r d r a w n , o r s e t 

o u t , w h a t e v e r t h e c a s e may be. 

EXAMINER STOGNER: I have no o t h e r 

q u e s t i o n s o f Mr. H i l l a t t h i s t i m e . A r e t h e r e 

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

MR. CARR: We have n o t h i n g f u r t h e r i n 

t h i s c a s e , Mr. S t o g n e r . 

EXAMINER STOGNER: Does a n y b o d y e l s e 

h ave a n y t h i n g f u r t h e r i n Cases 1 0 8 0 7 , 10808 o r 

10 8 0 9? 

Then t h e s e c a s e s w i l l be t a k e n u n d e r 

a d v i s e m e n t . 

(And t h e p r o c e e d i n g s c o n c l u d e d . ) 
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CERTIFICATE OF REPORTER. 

STATE OF NEW MEXICO ) 
) s s 

COUNTY OF SANTA FE ) 

I , C a r l a D i a n e R o d r i g u e z , 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 t h e f o r e g o i n g t r a n s c r i p t o f p r o c e e d i n g s 

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

by me; t h a t I c a u 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 i s a t r u e and a c c u r a t e r e c o r d o f t h e 

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

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

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

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

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

t h i s m a t t e r . 

WITNESS MY HAND AND SEAL S e p t e m b e r 30, 

1 9 9 3. 

CARLA DIANE RODRIGUEZ 
CCR No. 4 
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