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STATE LAND OFFICE 8UILDING 
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OR 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 
Post: O f f i c e Box 2088 
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D E X 

P a a e N u rn b e r 

Ap p Ba r a n e e s 

WITNESSES FOR THE APPLICANT: 

1, MICHAEL ROBERT H I L L 

E x a m i n a t 1 o n by Mr. C a r r 

Exam i n a t 1 o n by Mr. S t o g n e r 

C e r t i f i c a t e o f R e p o r t 2 8 

X H I 8 I T S 

E x. h 1 b 1 t N o > 

E xh 1 b i t No. 2 

E x h i b i t No, 3 

E x h i b i t No 4 

E x h i b i t No- 5 

Page M a r k e d 
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E X AM INER STOGNER: At t h i s t i m e , I ' l l 

c a l l Case N o . 1 0 8 0 7. 

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 rt f o r a h 1 g h - ana 1 e / h o r i z o n t a 1 

d i r e c t 1 o n a 1 d r 1 1 1 1n g p11o t p r o j e c t , s p e c i a 1 

o p e r a t 1 n g r u 1 e s t h e r e f o r , , a n o n - s t a n d a r d o 1 1 

p r o r a t 1 o n u n i t , an u n o r t ho dox w e l l 1oca t i o n , and 

a s p e c i a l p r o j e c t o i 1 a l l o w a b l e , Lea C o u n t y , New 

M e x i c o . 

E X AMINER 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 , 

rn y n a m e 1 s W i 1 1 i am F . Ca r r w 1 t h t h e S a n t a F e l a w 

f 1 r rn C a m p b e l l , Ca 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 ha v e o n e w 1 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 -! 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.. These a r e 

a 1s o a p p1 1 ca t 1 on s o f K1n1 aw f o r h o r 1 z o n t a 1 

d r i 1 1 1 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 , 

a n d 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 1 i • t u a 1 1y 1 d e n t 1 c a 1 , 

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 1 s t i m e . 

M R . S T 0 V A L I. : Case No . 1 0 8 08 I s t h e 

a p p11c a t i o n o f K i n l a w 0 i 1 C o r p o r a t 1 o n f o r a 

h1g h - a n g 1 s / 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 un t y , New M e x i c o , Case No. 1 0 8 0 9 i s t h e 

a p p 1 1 c a 11 o n o f K 1 n "1 a w 0 1 1 C o r p o r a 11 o n f o r a 

h 1 g h - a n g 1 e ./ h o r 1 z o n t a 1 d 1 r a 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 , sp e c1 a 1 o p e r a 1 1 n g r u l e s t h e r e f o r , a 

n o n - s t anda r cl o 1 1 pr o r a t 1 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 1 1o w a b1e , Lea C o un 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 1 on a 1 a p p e a r a n c e s o t h e r t h a n t h e App1 1 c a n t 

K 1 n l a w 1n t h e s e m a 11e r s a t t h i s t1m e. 

The s e c a s e s w 111 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 rn o n y .. Mr . C a r r . 

MICHAEL ROBERT H I L L 

Ha v1n g bee n f i r s t d u l y s w o r n u pon h i s o a t h , was 

e x a ru 1 n ed a n d t e s t 1 f 1 e d as f o l l o w s : 

EXAMINATION 

BY MR. CAR R : 

0. 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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0 . ff, r . H 1 1 1 , w he r e d o you r e s i d e ? 

A . I i "i A u s t 1 n , T e x a s . 

0 - By w hoiii a r e you e m p l o y e d a n d i n w ha t 

c a p a c i t y ? 

A . K i n 1 a w 011 C o r p o r a t 1 on as p e t r o l s u m 

g e o 1 o g 1 s t -

Q .. H a v e y o u p r e v 1 o u s l y t e s t i f i e d b e f o r e 

v 1 s 1 o n ? 

Y n s a a v e . 

0 .. A t t h e t 1 m & o f t h a t t e s t 1 m ony , 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 ma 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 & y o u f a m 1 1 1 a r w 1 t: h t h e a p p 1 l e a t 1 ons 

e h a l f o f K 

A - Yes , l a m . 

0 . A re 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 c r ' z a n t a 1 ci r 1111 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 . Y e s , T a rn .. 

MR. CARR; M r - S t o g n e r , a r e t h e 

w i t. n e ss * s q u a 1 1 f 1 c a t 1 o n s a c c e p t a b l e ? 

MR. STOGNER: They a r e . 

Q , M r . H 1 1 1 , wou1d y ou b r i e f 1 y s t a t e w h a t 

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 ? 

R 0D RIG UE 7 REPORTING 
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A. K i n l a w se e k s a p p r o v a l t o h o r i z o n t a 1 1 y 

cl i r e c t i o n a l 1 y d r 111 t h e f o l l o w 1 n g w e l l s ; V .. F . 

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

C c m p any 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 a n e x i s t 1 n g b o r e h o l e and k i c k1n g o f f 

t h e t o p o f Devon i a n a nd d r 1 1 1 i n g a p p r o x1ma t e1y 

5 0 0 t o 7 0 0 f e e t 1 a t: e r a 1 t o t he t o p o f De von i a n . 

Q . 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 1 n g D 1 v i s 1 o n w e 1 1 "1 o c a t i o n r e q u i r emen t s ? 

A . A t t h1s t 1 me we a r e n o t . We h ope t o 

n o t b e nee d i n g e x e m p t i o n s , but' i t ' s g o i n g t o 

de pend o n whe r e o u r b o t t o m h o l e 1 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 o n t h e s e r e e n t r y 

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

t hi 1 n g s o f t hi a t n a t u r e , a n d t h e n s u r v e y ? 

A - T ha t ' s c o r r ec t , 

0 . T ha t w i 1 1 a f f e c t w he r e t he a c t u a 1 

t e r rn 1 n u s o f t h e h o r i z o n t a 1 p o r t i o n o f t h e w e l l i 

a c t u a 1 1 y 1 o c a t e d ? 

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

0 . A r e y ou s e e k 1 n g a n exem p t: i o n f r o m t h e 

a c r e age ded 1 c a t i o n r e q u 1 r e rn e n t. s ? 

A . 0nee a g a 1 n , a t t h 1 s t i m e , we h op e n o t 

t o n s e d t h a t . b u t 1 t 's g o i n g t o d e p e n d o n w h e r e 

R 0 D R I G U F 7 REPORTING 
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t h <s b o t t o m h o l e 1 oc a t 1 on f a l l s , 

0 . 0n two o f t h e w e l l s , t h e Huber a n d t h e 

S Iie 11 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 co r r ec t ? 

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

0 . I f y o u ' r e ,:-> b 1 e t o keep t h e w e l l b o r s s on 

t he 4 0 a c r e s on w h i c h t h e h o i e w as ac t u a 1 1 y 

1o ca t a d , y o u w o n ' t need t hose a d d 1 t 1 o n a 1 4 0 - a c r e 

t r a c t s , i s t h a t r 1 g h t ? 

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

0. Yo u' r e n o t s e e k i n g a s p e c i a l o11 

a 1 1ow a b1e f o r t hese w e l l s ? 

A. N o t a t t h i s t ime . 

0 . Mr . H 1 1 1 , yo u , 1n f a c t , t e s t 1 f l e d f o u r 

weeks ago In Case 10806, d i d y o u n o t ? 

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

0 . T h a t w a s t he c a s e i n w h i c h K i n l a w w a s 

s e e k 1 ng a u t h o r 1 t y t o h o r i z o n t a l l y d r 1 11 i t s New 

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

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

Q . C o u l d y ou a d v i s e t h e E x a rn 1 n e r what * s 

h a p p e n ed s 1 n c e t h a t t 1 rn e t o t h e New M e x i c o " N " 

No- 1 ? 

A . S i n ce t ha t t i m e , we r e c e i v e d perm 1 s s i on 

t o r e e n t: e r t h a t w e l l . We r ee n t e r ed t o a 
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dep th o f a p p r o x 1 m a t e l y 9 7 0 0 f e e t and « a f t e r 

a 11 ern p t 1 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 .. w e w e r e c o m 1 ng ba c k 1 n t o t h e h o 1 e and 

f o u n d t ha t t he cas 1 ng ha d p a r t e d 1n b o t h t h e 

9-5/8 and t h e 13 5/8" c a s i n g . So, a t t h a t t i m e , 

a d e c 1 s 1 o n w a s rn a d e t o r e p l u g t h 1 s w e l l . 

0 . An d t ha t ha s bsen d o n e ? 

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

Q . T h e C o rn rn 1 s s 1 o n h as a p p r o v e d t h e 

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

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

Q . L e t. * s go t o w h a t has bee n m a r k e d K i n l a w 

Ex h1b i t No. 1 . I wou1d a s k you to 1den t 1 f y and 

r e v 1 e w t. h 1 s t o r M r . S t o g n e r . 

A . T h 1 s 1 s a n o u t. l i n e , I n y e l l o w , o f t h e 

a e r e a q e t h a t: K 1 n 1 a w c u r r e n t l y has u n d e r l e a s e 

w 1 t h t h e 1o ca t 1 o n o f t h e w e l i s t h a t w e p1 a n t o 

r e e n t e r . 

0 ;; o,.; 1 (I 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 hi i s h e a r • r •. a , a n d 

t i i e n po i n t o u t t he a c r e a g e 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 1 n g t o 

r e e n t e r f 1 r s t a n d f o r e rn o s t w i l l be t h e V.F, 

P e t ro1eum Huber S t a t e No. 1 , w h i c h i s l o c a t e d I n 

RODRIGUEZ REPORTING 
f c r c \ q g £ -j -f 7 o 



1 

3 

4 

5 

8 

7 

P 

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 

t. h e n o r t hi e a * t q u e r t e r o f S e c t i o n 5 . I t ' s 

de s 1 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 1 c h 1 s 1 ft t h & 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 w e 

m1g h t n eed 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 he s ou t hwes t o f 3 6, and t. he s ou t hea s t o f t he 

s o u t h e a s t o f 3 5 . 

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 8 0 a c r es t h a t w e in i g h t need t o d e s i g n a t e o n 

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 o n t h e e a s t 

ha 1 f o f t h e n o r t h e a s t q u a r t e r o f Seo t i on 5. 

T hs t h1 vd w e l l w o u l d be t h e S h e l l O i l 

S0A No. 2 , w h 1 c h 1s 1n t h e s o u t h e a s t qua 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 38, and t h a t 

wou1d be j u s t a 4 0 -ac r e d e s i g n a t i o n . 

Q. N o w, Mr. H i l l , t h e Huber w e1 1 1n 

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 1 & co r r e c t . 

0. T ha t 1o c a t i o n has been p r e v i o u s ! y 

a p p r o v e d b y t h e D 1 v i s 1 o n ? 

A . T f -i a t ' s c o r r e c t . 

M R . CARR: M r . E x a m i n e r , t ha t 1o c a t 1 o n 

w a s 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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R- 8 6 0 3 , F e b r u a r y 2 5, 1 9 8 1. 

0 . Mr , H i l l , 1s t h e r e o t b e r Devon1an 

d e v e 1 o pmen t w i t h i n a m H 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 , 

0. Ar e t h e r e u n1 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 . 

0 . A r e t hos 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 co r r B C t: , 

0 . H a v e y ou r e v 1 e w e d t h i s p ro p o s a l w1t h 

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

A. Ye s , we h a v e . We t a l k e d t o a M r . 

A 1 b e r s a t t h e S t a t e L and O f f i c e . He had no 

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

c; o rn rr a r c i a l l e a s e o n s t a t e owned s u r f a c e 

u n d e r n e a t hi t hi I s a c r e a g e . 

0 . I a 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 to en d a t 1 o n , d 1 d h e n o t ? 

A . Tha t * s c o r r e c t . 

Q , D oe s 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 ha 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 u1 r i n g 

t h a t , w h e r e n e e d e d , K i n1 a w w i l l o b t a 1n bu s1n es 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 he 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 he w e l l s . a c t u a l ! y s t a t e l a n d ? 

A - T ha t 1s c o r r e c t . 

0. Wh a t I s t h e s t a t u s o f t h e r o y a l t y 

0 w n e r s h i p 1n t h1s 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, 

1 d e n t 1ca1 u n d e r e a c h t r a c t . 

0 . 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 1 n l a w 

a t t h i s t 1 rn e ? 

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

0 . Wh a t 1s t h e c u r r s n t s t a t u s o f t h e 

d e v s 1 o p m e n t o n e a ch o f t hese t r a c t s ? 

A ,. A t t h e p r e s e n t t 1 me , t h e r e I s no 

cu 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 1 c h we d1d r e c e 1 v e perm 1s s1o n t o r e e n t e r 

a n d we a r e , a t t h e p r e s e n t t1m e, a 11 e m p t 1 n g t o 

d r i l l o u t. t h e p 1 u g s -

0 , W hy d o n ' t we d e s c r i b e J u s 1: b r 1 e f 1 y t h e 

g e n a r a 1 c h a r a c t e r 1 s t 1 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 wee k s a g o a nd so T d o n ' t t h 1 n k y o u 

d o n ' t n e e d t o g o 1 n t o p a r t 1 c u 1 a r d e t a i l , bu t I 

t hi 1 n k 1 t wou 1 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 

s u rn rn 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 a r e 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 1 o m 1 t e , v e> r y l i t t l e p r i m a r y po r os 1 t y . I t d o e s 

e x h 1 b 1 t g o o d s e c n d a r y p o r o s 1 t y 1 n t h e w a y o f 

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

Q , L e t *s g o t o E x h1 b i t No. 2 . Wo u I d you 

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

A . E x h 1 b 1 t No. 2 1 s a s t r u c t u r e rn a p o n t h e 

t op o f De v on1 a n . I t b a s 1 c a 1 1y shows a n t i c l i n a l 

f e a t u r e boun d e d by t hr ee f a u 1 t s , w i t h t h e a pex o f 

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. 1 

a t a s u b s e a o f rn 1 n u s 9 0 7 9 . 

T he t hr es w e l l s i n q u e s t i o n h e r e a r e 

t hi e V . F . P e t r o 1 e u rn w e l l , w h 1 c h ha s 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 , at: a m i n u s 9 3 2 8. 

0 . A c t u a 1 1y t h e s e a r e a t t h e top of 

a r e t h e y n o t ? 

A . Two out o f the t h r e e a r e . T h e r e 1s a 

3D A N o. 2 1s n o t t he l o w e s t w e l l i n t he 

s t r u c t u r e , bu t 1 t 1s a bou t t he t h i r d . 

0 . I f y o u ho r 1 z o n t a 1 1y d r i l l a l l t h e s e 

w e 1 1 s , w h a t. o r d e r w o u 1 d y o u a n t 1 c 1 p a t e t a k i n g 

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 1 e u rn w e 1 1 f 1 r s t , t h e S D A No . 1 , a n d t h e n t h e 

3 D A N o . 2 . 

Q. L e t 's m o v e n o w t o E x h i b i t No. 3 , t h e 

i s op a c h. Won 1d you r e v1ew t h a t f o r Mr. S t o g n e r ? 

A , E x h 1 b 1 t 3 1s a n e t pay I s o p a c h o f t h e 

0 e v o n 1 a n . I t T s s h o w 1 n q a r a n g e o f 10 9 f e e t o f 

n e a t p a y, on t h e l o w end- up t o 411 f e e t o f n e t 

p a y o n t h e h1g h end . 

The V.F. Pet r o1 aurn Hu b e r S t a t e w e l l has 

a p p r o x i m a t e l y 3 8 9 f e e t o f n e t pay, t: he S h e l l SDA 

N o . 1 has 311 f e e t , a n d t h e SDA No. 2 has 182 

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

0 . E r o m 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 hi 1 s 

a good c a n d 1 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 . Y o u w o u 1 d n ' t s e e any p r o b 1 e m 1 n b e "i n g 

a b 1 e t o keep t h e w e l l b o r e w1t h i n t h e D e v o n i a n 

f o r rn a t 1 on? 

A . No, we d o n o t . 

Q . Le t 1 s g o t o E x h i b i t No. 4, a n d I woul d 

a s k y o u t o r e v 1 e w t h at. f o r t h e E x a rn 1 n e r . 

A . Ex h ' • 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 rn a p o f t hi e w e l l s 1 n t h e S o u t h D e v o n i a n 

f 1 e 1 d , w 1 t. h a w e 1 1 - b y - w e 1 1 c u m u 1 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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Why 

Q . W ha t i s r ea 1 1 y y ou r hope w 1 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 1 t h t h i s h o r 1 z o n t a 1 p r o g r a rn , we hope 

t o g o 1 n a n d r e c o ve r r e s e r v e s t h a t h ave bee n l e f t 

be h1n d b y v I r t u a l l y d r i l l i n g t h i s f o rm a t 1 o n . 

Q .. I f y o a a r e s u c c e s s f u l w 1 t h t he H u be r 

we 1 1 r do you h a ve a n i d e a as a h ow s oon y ou m i g h t 

be r e e n t e r 1 n g o t h e r w e l l s ? 

A . W 1 t h 1 n , I w o u 1 d s a y , t h r e e t o s 1 x 

roor, t hs o f t; he H u b e r S t a t e . 

0 . !'-' u b e r St a t e has a d r y ho 1 e s yrn bo 1 . 

1 s t h a t ? 

A . T hi e H u b e r S t a t e was d r i l l e d a s an 

1 n f i l l w e l l 1 n a p p r o x 1 in a t e l y 1931.. The w e l l 

t e s t e d f r e e o 11 w i t hi n o w a t e r on a d r i l l s t e m 

t e s t . At t he t 1 me t h e w e l l was d r i l l e d , t he r e 

w a s o n1y o n e o t h e r w e l l w h i c h was p r o d u c1n g i n 

t h e f 1 e 1 d , wh1c h wa s t h e h1g hes t w e l l i n t h e 

f 1 e 1 d , and tr. h .3 t w e 1 1 w a s p r o d u d n g i n t h e r a n g e 

o f 3 ,0 0 0 b a r r e l s o f w a t e r a da y and a h u n d r e d 

b a r r e l s o f o i 1 . 

0 n c e a d e c 1 s 1 o n was made t o r u n p1p e o n 

t h e Hu b e r S t a t e , a f t e r h a v 1n g a w a t e r ~ f r e e d r i l l 

s t e rn 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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ha s t o do w 1 t h t h e way t he K e l l y S t a t e , o r t h e 

h1g h e s t mos t 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 l~ie t 1 me , 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 & 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 i : g e o 1 o g 1 c s t u d y o f t !i i s a r e a ? 

A . W e f e e l ' l i k e we v e a s m a l l D e v o n i a n 

f 1 e 1 d w h i c h 1 s w e l l - s u 1 t e d f o r h o n ' z o n t a 1 

d r 1 1 1 I n g . We b e1 1e v e w e c a n a d e q u a t e l y d r a i n 

l e f t -b e h1nd r e s e r v es f rom t h i s r e s e r v o i r . 

0 . I e t ' s g o t o K i n1 aw Ex h 1 b 1 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 h1b i t 5 i s t h e w e1 1 b o r e d1 a g r a m o f 

t: h e V . E . P e t r oleum Huber S t a t e No. 1 . I t 

b a s 1 c a l l y s h o w s what: we're g o 1 n g t o a 11 e m p t t o d o 

0 n t h i s w e l l . T h i s w e l l has 12- 3 / 4 " s u r f a c e 

c a s i n g set: a t 2 3 2 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: 1 a 1 1 y , w e ' l l a t t e m p t t o t 1 e b a c k 

1 fi t o t h i s 8 - 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 

a n d 4 on t h e d 1 a g r am. At t h a t p o 1 n t: , we w i l l 

m o v e 1n a d r 1 1 1 1n g r 1 g a n d d r i l l o u t t e s t c a s i n g 

a n ci d r i l l o u t p 1 u g s 5 , 6 a n d 7 , a n d a 11 e rn p t t o 

t i e 1 n t o 5 -- 1/2 a t 1 1,0 0 8 f e e t . 

T f t h a t p r o ve 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" e a s i n g t h a t ' s 

c u r i ' s n t l y 1 n t h i s w e l l , and d r i l l new h o 1 e b a c k 

d o w n 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 1 u s , 

0 A t: w h a t d e p t h do you a n t i c i p a t e k i c k i n g 

0 f f 1n t h e D e v o n1 an f o r m a t i o n i n t h1s w e1 1? 

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 Ii a n 

t: h a t 1 f y o a h a v e t r o u b 1 e t: y i ng i n t o t h a t 1 o w e r 

s t r 1 n g ? 

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

b e t w e e n 12,873 and 1 2 , 9 1 5 . 

0 . T ha t wou 1 d b e 1 n t he De v on 1 a n ? 

A .. Tha 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 . T h e SDA No. 1 k i c k o f f p o i n t w o u l d be a t 

1 2,9 5 8. T h e 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 1 1 1n g 

po r t 1 on o f t: h e h o 1 e , w i l l K i n l a w be u s 1 n g t he 

i de n t l e a l pr o c e d u r e t ha t was r e v i ewed on A u g u s t 

t h e 2 6 t h by Mr. Dave P h i l l i p s i n Case 10808? 

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

0 . Y o u w 1 1 1 b e u s 1 u q a s m a 1 1 -~ a n g 1 e 

RODRIGUEZ REPORTING 
( 5 0 5 ) 988-177 2 



1 

0 

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 

1 8 

h o r 1 z o n t a 1 r a d i u s , a n d s t a y i n g w i t h 1n t h e 

0e 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: 1 rne we 

w o u 1 d r e q u e s t t h a t t h e t e s t 1 m on y o f Da v i d 

P h1 1 1 1 p s i n Case 1 0 8 06 , p r e s e n t e d on A u g u s t 2 6 t h , 

be 1 n c o r po r a t e d 1 n t o t he r ec o r d o f t h 1 s 

p r o c e e d i n g . 

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

1 0 8 0 6 w i l l be 1 n c o <•> po r a t ed a t t h i s t 1 me 1 n t h 1 s 

c o n s o I 1 d a t e d m a t t e r . 

0 - M r .. h i l l , d o y o u a n t 1 c 1 p a t e t h a t t h e 

a c r e a g e d e d1c 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 , 1n 

f a c t r b e d r a 1n ed by t he 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 . D G 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 age f r om o f f s e 1 1 I n g t r a c t s ? 

A . No, I d o n o t . 

0 . I n f a c t , 1f t h e r e was, i t w o u 1 d s t i l l 

b e t r a c t s t h a t h a v e ~' 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 e a g e, i s t h a t r i g h t ? 

A . T ha t ' s c o r r e c t . 

0 . I f t h e w e l l s a r e s u c c e s s f u l , do y o u 

ha v e a gues s o r a hope as t o how l o n g t hey 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 1ng s e v e n t o 10 ye a r s . 

0 . A t t h e c o n c 1 u s i o rt o f t h e d r 1 1 1 1 n g , a s 

w e 11 as a f t e r y o u d r 1 1 1 o u t t h e p l u g s , w i l l y o u 

b e r u n n 1 n g a d 1 r e c t i o n a 1 s u r v e y on ea c h o f t h e 

w e l l s ? 

M . i n a t s c o r r e c t. .. 

Q - W11 1 c op1es of t h e s e s u r v e y s be 

p r o v i d ed t o t hie O i l Con s e r va t 1 on 0 1 v 1 s i on ? 

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

Q . H o w soo n d o es K i n l a w hope t o c o rn rn e n c e 

t h i s e f f o r t ? 

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

M R . 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 ae r s 1n t h e s e c a s e s , and I have them 

on f1o ppy d i s k, but Mr. H i l l t h i s mo r n1ng p o i n t e d 

0 u t s o me e r r o r s 1 n f o o t a g e s . I ' l l h a v e t h e rn 

r e v1s e d , a n d w e '11 s u b m 1 t t hem t o you l a t e r 

t o d a y , 1 f t h a t ' s a l l r 1 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 . 

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

Q. Now, Mr. H i l l , i n your o p i n i o n , w i l l 

a p p r o v a l o f e a c h 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 , an d t h e p r o t e c t i o n o f c o r r e1 a t 1 v e r i ah t s ? 
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A . Ye.?, t h e y w i l l . 

Q • I f t hese a p p 1 1 c a t 1 on s a r e g r a n t: ed an d 

t h e we 1 1s a r e s a c c e s s f u l , w11 1 o11 b e r e c o v e r e d 

t. ha t o t he r w i s e w i l l be 1 e f t. 1 n t he g r ou n d ? 

A. Yes, i t w i l l . 

0 . W a r e 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 . Y es, t h e y we r e . 

MR. CARR; At t h 1 s t 1 rn e , Mr. St o g n e r , 

w e in o v e t he ad rn 1 s s 1 o n o f K i n l a w E x h i b i t s 1 

t I"! r o ugh 5 . 

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

w i l l be a d m i t t e d I n t o t he r e c o r d a t t h1s t1m e. 

MR. CARR; T h a t co n c 1 u d e s m y d i r e c t 

e x a rn 1 n a t 1 o n o f M r . H 1 1 1 

E X A M I N A T I 0 N 

BY EXAMINER STOGNER; 

0. M r . H 1 1 1 , i n you r c o n v e r s e t 1 o n s w i t h 

t h e S t a t e L a n d 0 f f 1 c e , w a s t h e m a 11 e r d 1 s c u s s e d 

o f t h e f 1 r s t w e l l , I ' rn r e f e r r i n g t o t h e one 1 n 

C a s e 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 ps 8 0 a c r es , a p o r t i o n o f S e c t i o n 36 and a 

po r t 1 o n o f S e c t I o n 35, t h e 1 r c o n c e r n t h a t t h a t * s 

two d i f f e r e n t l e a s e s ? 

A. Yas , t h e y d1d m e n t i o n t h a t t h e r e was 
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s o ai e c on c e r n t h e r e . They s a 1 d 1 f w e c o u l d g e t 

a p p rov a 1 t hroug h t h 1 s he a r i n g , t h a t t h a t would be 

0 k a y w 1 t h t h e rn t h a t w e d i d w h a t w e ' r e t a l k 1 n g 

a b o u t . 

Q- I f 1 t w a s a p p r o v e d a t t h i s l e v e l , w h a t 

w o u 1 d t h e S t a t: e L and O f f i c e r e q u i r e o f K 1 n l a w t o 

c o m rn i i n 1 t 1 z e o r w h a t e v e r h ad t o be done t o c o n n ec t 

t h ose two 40 s ? 

A . T h e y 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 would h a v e 

t o c o rn m u n 1 t 1 z e t h e s t a t e l e a s e s . I have been 

1 nv o 1 v e d i n t hose d i s c u s s i o n s w i t h t h e m . I f t h e 

su 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 1 d b e r e q u 1 r e d , t h e y s a 1 d . 

0 . Mr . H 111. s i n c e I don't have t h e r e c o r d 

1n f r on t of me I n C a s e 1 0 8 0 6, even thoug 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 rn a x 1 m u rn hi o r 1 z o n t a 1 d 1 s t a n c e y o u ' r e 

h o p 1 n g t h a t c a n be a c c o rn p 1 1 shed w i t h t h i s t y p e of 

s h o r t r a d 1 us hor 1 z o n t a 1 dr 1 111 n g ? 

A . A pp r ox1m a t e1y 7 0 0 f e e t . 

0 . T h a t w 1 1 1 b e in a x? 

A . Yes , s i r . 

0 . Now , s hou1d t he w e l l i n C a s e 1 0 8 0 7 not 

r e a c hi t h a t rn a x 1 rn u rn 7 0 0 f o o t h o r 1 z o n t a l e x t e n s 1 o n 

R 0 0 R I G U E Z R E P 0 R T I N G 
( 5 0 5 ) 9 3 8 - 1 7 7 2 
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b u t , 1 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 

yo u ' r e p r o po s 1 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 b e 

d e d 1 c a t e d ? 

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

1 t w o u 1 d d e o e n d o n w h e r e t h e b o 11 o rn h o 1 e 1 o c a 11 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 Sec t i on 3 5 t: ban w h e r e t h e s u r f a c e ho 1 e 

1o c a t 1 o n w a s 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 1 n t o t h e o t h e r 4 0 a c r e s . 

0 - H a v a y o u t a ken a r e a d i n g o r d o y o u k now 

a b o u t w ha t t: h e n a t u r a 1 dr 1 f t of t hose o 1 d 

or 1 g 1 na 1 v e r t 1 c a 1 w e l l s were, and wha t d 1 r e c t i o n ? 

A . I f I can p 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 o n e 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 1 v e t o s i x d & g r e e s o f d e v 1 a t 1 o in ; b u t , 1 n w h a t 

d 1 r e c t i o n , I ' rn n o t s u r e . I b e l i e v e t h e r e w a s 

a r o un d 3 0 0-a n d-s ome-o d d f e e t t o t a 1 -

1 t w a s done by a s i n g1e i' c o u r s e 

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

1oca t i o n . I t wou1d d e p e n d on w h e t h e r a l l t h a t 

d e v 1 a t 1 o n w a s 1 n o n e d 1 r ec t i on or whet h e r 1 t w a s 

u o 1 n g a n u rn b e r o f ci 1 f f e r e n t d 1 r e c t 1 o n s . 

0 . No w , l e t ' s r e f e r t o t h e w e l l 1n C a s e 

1 0 8 0 3. T hi a t ' s y o u r Huber S t a t e W e l l No. 1 o r t h e 

Hu b e r S t a t e W e l l No. 1 . 
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o cr 

2 3 

T he r a aga 1 n , t h e same mec h a n i c s of your 

p r o p o sed h o r 1 z o n t a 1 d r f i 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. m a x , 1 s t h a t t r u e ? 

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

Q . A n d y o u ' r> e p r o p o s 1 n g t o g o 1 n a 

s o u t h e r n d 1 r e c t: i o n a n d c o n n e c t t h e t w o , I c a l l 

t h e rn L o t s 1 a n d 8 , b e 1 n g t h a t s h a d e d a r ea o n y ou r 

E x h 1 b 1 t N o . 1 1 rt 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 p r e c t . 

0. 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 1 d n ' t even 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 sou 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 o n w hi a t t y p e o f a l l o w a b l e we n e e d e d a n d so 

f o r t hi . T h a t ' s t h e main r e a s o n f o r go 1 ng f o r 80s 

o n t ' i a t pa r t 1 c u 1 a r w e l l . I f we n ee d e d t o come 

back and r e q u s s t a l a r g e r a l l o w a b l e , we mi gh t 

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

0 , 0u r po1 i c y I s , i f you c o n n e c t t he t w o 

w i t h t he h o r i z o n t a 1 po r t: 1 o n , t h en y o u * r e en t i t 1 ed 

t o t h a t , b u t 1 f you * r e j u s t d r i l l i n g t o w a r d i t , 

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

you p r o p o s i n a 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 ! y 

c o n n e c t I n g t: h e t w o 4 0s '? 

R 0 0 R I G U E Z R E P 0 R T I H G 
( B 0 5 ') 9 8 8 -" 17 7 2 
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A. M o. M y un d e r s t a n d i n g was t h a t we wou1d 

ha ve t o have t wo 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 ge t a h i g h e r a 1 I o w a b 1 e , and a t t h1s po 1 n t 

w e ' r e n o t a s k 1 n g f o r one b u t I s a i d , i n t h e 

f u t u r a , 1 f we n ee 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 would yo u need a h i g h e r a l l o w a b1e ? 

A . A t t h 1 s t i rn e w e d o n ' t k n o w . W e w o u 1 d 

ha ve t o d r i 1 1 t h e w e l l , po t e n t 1 a 1 1 1 , and s e e 

w h a t d r a w - d o w n p r e s s u r e s we w e r e g e 1 1 i n g f r o m 

p r od u c i n g t h i s w e l l , and c h e c k i n g bo 11 orn ho 1 e 

p r e s s u r e s , so o n a n d so f o r t h . We f e l t l i k e we 

w e r e n ' t h u r t 1 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 1 g he r t h a n t h e d e p t h b r a c k e t a 1 1o w a b 1 e , and a t 

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

0 - W h a t i s t h a t d e p t h b r a c k e t a 1 1 o w a b 1 e a t. 

the p r e s e n t t i me? 

A . I t ' s a round 4 3 0 ba r r e l s a day. 

Q . I know you ' r e hoping f o r t h a t , but 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 . N c t 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: 1 y r e q u e s t i n g i t , 

0 ,. T he r a a g a 1 n , w I t h o u r po 1 i cy , t h e s a rne 

r e s t r i c t i o n on Case 1 0 8 0 9 w o u l d be p u t o r set: o r 

w r 1 t t e n i n .as i n 1 0 8 0 7. I t ' s p o s s i b 1 e t h a t y o u 

RODRIGUEZ REPORTING 
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c o u l d c o n n e c t t he t w o , and t h a t ' s what y o u ' r e 

r e cj u s 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 oweve r , i f t he t w o a c t u a l 40s a r a n o t 

c o n n a c t e d , t h e n yo u w o u l d n o t be en t i t i e d t o h o i d 

t h a t w o 4 0-a e 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 I d be w r i 11 e n i n or i n c o r p o r a t ed . A n d 

t he n , once t he w e l l i s d r i l l e d or once t h e s u r vey 

a s c a b s h i ' cr lr> t hi e n t hi e p r o r a t 1 o n u n 1 t c o u 1 d 

t h e n b e , h o w w o u 1 d y o u 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 rn a y b e . 

EX A M I N E R S T O G N E R : I h a v e n o o t h e r 

q u e s t I o n s CJ f M r . H i l l a t t h 1 s t i m e . A r e t h e r e 

a n y o t h e r q u e s t 1 o n s , M r . C a r r ? 

M R . C A R R : We h a v e n o t h i n g f u r t h e r i n 

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

E X A M I N E R S T O G N E R ; D o e s a n y b o d y e l s e 

h a v e a n y t h i n g f u r t h e r i n C a s e s 1 0 8 0 7 , 1 0 8 0 8 o r 

10 8 0 9 ? 

T h e n t h a s e c a s e s w i l l b e t a k e n u n d e r 

a d v s e m e n t 

( A n d t h ai D r o c e e d i n a s c co n c 1 u d e d . ) 

I do hereby C 2 : i V f i :C i ; i i • -

a con-pl^e - f t , c ov vr,e P ^ « e ^ ^ _ 

- .? 
ihe ExQf.tiner nsanng-^v^ 
heard by :v.e on 2S 
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