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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 NOS. 10918, 
J Z & i S ^ 1 0 9 2 0 , 
10 9 2 1 x 

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 

F e b r u a r y 17, 1994 

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 F e b r u a r y 17, 1994, a t 

Morgan H a l l , S t a t e Land O f f i c e B u i l d i n g , 310 O l d 

Santa Fe T r a i l , Santa Fe, New M e x i c o , b e f o r e Deborah 

O'Bine, RPR, C e r t i f i e d C o u r t R e p o r t e r No. 63, f o r t h e 

S t a t e o f New M e x i c o . 

ORIGINAL 
MW 21199" 
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I N D E X 

F e b r u a r y 17, 1994 
Examiner H e a r i n g 
CASE NOS. 10918, 10919, 10920, 10921 

PAGE 

APPEARANCES 3 

MERIDIAN OIL INC.'S WITNESSES: 

A l a n A l e x a n d e r 
E x a m i n a t i o n by Mr. K e l l a h i n 11 
E x a m i n a t i o n by Examiner S t o g n e r 26 

S c o t t Daves 
E x a m i n a t i o n by Mr. K e l l a h i n 29 
E x a m i n a t i o n by Examiner S t o g n e r 41 

Jay C l o s e 
E x a m i n a t i o n by Mr. K e l l a h i n 43 
E x a m i n a t i o n by Examiner S t o g n e r 48 

REPORTER'S CERTIFICATE 52 

E X H I B I T S 

ID ADMTD 
E x h i b i t 1 18 26 
E x h i b i t 2 18 26 
E x h i b i t 3 19 26 
E x h i b i t 4 44 48 
E x h i b i t 5 34 41 
E x h i b i t 6 33 41 
E x h i b i t 7 33 41 
E x h i b i t 8 38 41 

A P P E A R A N C E S 
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FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
G e n e r a l C o u n s e l 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 O l d Santa Fe T r a i l 
S anta Fe, New M e x i c o 87501 

FOR THE APPLICANT: KELLAHIN AND KELLAHIN 
117 N. Guadalupe 
Santa Fe, New M e x i c o 
BY: W. THOMAS KELLAHIN, ESQ. 
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EXAMINER STOGNER: The h e a r i n g w i l l come 

t o o r d e r . I ' l l c a l l Case 10918, w h i c h i s t h e 

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

c o m m i n g l i n g , San Juan County, New M e x i c o . 

C a l l f o r a p p e a r a n c e s ? 

MR. KELLAHIN: Mr. Exami n e r , I'm Tom 

K e l l a h i n o f t h e Santa Fe law f i r m o f K e l l a h i n 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 o f t h e a p p l i c a n t . We 

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

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

c a s e s . 

EXAMINER STOGNER: Are t h e r e any 

ap p e a r a n c e s i n t h i s case o r t h e n e x t t h r e e cases 

o t h e r t h a n M e r i d i a n ? A t t h i s t i m e , I ' l l c a l l Cases 

10919, w h i c h i s , a g a i n , t h e a p p l i c a t i o n o f M e r i d i a n ; 

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

downhole c o m m i n g l i n g ; Case 10920 i s t h e a p p l i c a t i o n 

o f M e r i d i a n O i l I n c . f o r downhole c o m m i n g l i n g and an 

u n o r t h o d o x gas w e l l l o c a t i o n , San Juan C o u n t y ; and 

Case 10921 i s t h e a p p l i c a t i o n o f M e r i d i a n O i l I n c . 

f o r d ownhole c o m m i n g l i n g . A l l f o u r o f t h e s e cases 

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 . 

A t t h i s t i m e , I ' l l ask y o u r w i t n e s s e s , Mr. 

K e l l a h i n , t o s t a n d t o be sworn. How many do you 

have? 
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MR. KELLAHIN: T h r e e . 

( W i t n e s s e s sworn.) 

EXAMINER STOGNER: Mr. K e l l a h i n ? 

MR. KELLAHIN: Thank y o u , Mr. Examin e r . 

Mr. A l e x a n d e r has o r g a n i z e d t h e p r e s e n t a t i o n where 

t h e r e a r e f o u r s e p a r a t e e x h i b i t b o o ks. On t o p o f t h e 

e x h i b i t b o o ks, we have g i v e n you a l a r g e s p r e a d s h e e t 

where Mr. A l e x a n d e r has a t t e m p t e d t o i d e n t i f y t h e 

s p e c i f i c r e l i e f he's s e e k i n g t o have you a p p r o v e f o r 

each o f t h e w e l l s i n v o l v e d f o r a l l t h e c a s e s . 

I n a d d i t i o n , s e p a r a t e f r o m t h e h e a r i n g 

e x h i b i t books and f r o m t h e s p r e a d s h e e t i s t h e N o t i c e 

t o O f f s e t O p e r a t o r s . Mr. A l e x a n d e r and I w o u l d 

r e q u e s t p e r m i s s i o n t o p r o v i d e a s u p p l e m e n t a l n o t i c e , 

w h i c h has a l r e a d y been s e n t . I ' v e s i m p l y n o t 

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

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

s p a c i n g u n i t s t h a t m i g h t be a f f e c t e d . 

I n each i n s t a n c e , we a r e h e r e b e f o r e you 

because t h e i n t e r e s t between t h e P i c t u r e d C l i f f and 

t h e F r u i t l a n d C oal i s n o t common. Had t h a t been 

common, we m i g h t have been a b l e t o p r o c e s s t h e s e 

a d m i n i s t r a t i v e l y . 

I n a d d i t i o n , s i n c e t h e t i m e Mr. A l e x a n d e r 

and I have f i l e d t h e s e a p p l i c a t i o n s b e f o r e y o u , t h e r e 
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a r e a c o u p l e o f changes t o be made. I n Case 10920, 

we've r e q u e s t e d p e r m i s s i o n f o r t h e C M M o r r i s #100. 

I t ' s t h e s e c o n d - t o - l a s t w e l l on t h e s p r e a d s h e e t . I f 

y o u ' l l d e l e t e t h a t w e l l a t t h i s t i m e , w e ' l l r e f i l e i t 

l a t e r . I t ' s n o t r e a d y t o be d r i l l e d o r r e c o m p l e t e d . 

And so i t ' s e a s i e r f o r us t o s i m p l y d r o p t h a t f r o m 

Case 10920. 

EXAMINER STOGNER: T h a t ' s t h e C M M o r r i s 

W e l l #100? 

MR. KELLAHIN: Yes, s i r . We a r e s t i l l 

s e e k i n g a p p r o v a l f o r t h e H u e r f a n o U n i t Com #509, 

w h i c h i s t h e companion w e l l u n d e r t h a t case number. 

F i n a l l y , i f y o u ' l l l o o k a t t h e s p r e a d s h e e t 

and f i n d t h e second w e l l down, t h e Neudecker #2, f o r 

t h e c o a l , t h e s p a c i n g u n i t , as Mr. A l e x a n d e r and I 

a p p l i e d , i t i s t h e e a s t h a l f . I t has been r e o r i e n t e d 

now t o be t h e n o r t h h a l f o f t h a t s e c t i o n . 

A l l t h e i n t e r e s t owners t o have been 

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

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

i n e i t h e r i n s t a n c e have r e c e i v e d n o t i c e . However, 

t h e d o c k e t does r e f l e c t an e a s t - h a l f o r i e n t a t i o n as 

opposed t o a n o r t h h a l f . 

I d o n ' t know i f i t r e q u i r e s t h e f o r m a l i t y 

o f r e p r i n t i n g t h e d o c k e t . I t w o u l d appear t o me t h a t 
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i t d o e s n ' t . A l l t h e p a r t i e s i n v o l v e d , i f t h e y c a r e d , 

w o u l d have come anyway, r e g a r d l e s s o f t h e 

o r i e n t a t i o n . And t h e o n l y o p e r a t o r t o show any 

i n t e r e s t a t a l l i s Amoco, and t h e r e a r e no i n t e r e s t 

owners t h a t s h a r e i n p r o d u c t i o n t h a t have chosen t o 

ap p e a r . 

And t h a t i s t h e l a s t change w i t h r e g a r d s 

t o t h e p r o c e d u r e . 

EXAMINER STOGNER: A t t h i s t i m e , I won't 

make any k i n d o f d e c i s i o n on t h e r e a d v e r t i s e m e n t . 

L e t ' s h e a r t h e t e s t i m o n y f i r s t . And a f t e r we see 

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

i s s u e a t t h e c l o s i n g t i m e ; so i f y o u ' l l h e l p me 

remember i t . 

MR. KELLAHIN: We're g o i n g t o a t t e m p t t o 

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

Mr. E x a m i n e r . You can see f r o m t h e s p r e a d s h e e t t h a t 

a l l e x c e p t one w e l l , we've d i s m i s s e d t h e M o r r i s , t h e 

r e m a i n i n g w e l l , t h e l a s t one i s a new d r i l l , 

e v e r y t h i n g e l s e i s a r e c o m p l e t i o n w i t h , i n each 

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

w e l l , and t h e r e q u e s t e d r e l i e f t h e n i s t o add t h e 

F r u i t l a n d C o a l . 

Y o u ' l l see a n o t e t h a t t h e r e a r e 

a d m i n i s t r a t i v e a p p r o v a l s f o r some o f t h e s e w e l l s 
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a l r e a d y i n t e r m s o f l o c a t i o n . Y o u ' l l f i n d t h a t t h e 

Lo d e w i c k i s o f f - p a t t e r n i n t h e c o a l . T h a t ' s an 

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

y o u ' l l see, f o r t h e l a s t w e l l t o be d r i l l e d , i t i s 

n o n s t a n d a r d b o t h i n t h e PC as w e l l as t h e F r u i t l a n d 

C o a l . 

We're p r e s e n t i n g t o you t h e same k i n d s o f 

cases as we p r e s e n t e d t o you l a s t summer where Mr. 

S c o t t Daves, t h e r e s e r v o i r e n g i n e e r , has d e v e l o p e d an 

a l l o c a t i o n f o r m u l a f o r t h e r e c o m p l e t i o n s based upon 

h i s t o r i c p r o d u c t i o n f r o m t h e PC. And i n each 

i n s t a n c e t h e n he has t h e c a l c u l a t i o n s and t h e d a t a t o 

show you t h e a l l o c a t i o n as t o t h e two p o o l s . 

Mr. Daves has a l s o done t h e economic 

a n a l y s i s f o r you so t h a t y o u ' l l be s a t i s f i e d t h a t i n 

each i n s t a n c e , a t l e a s t one o f t h e p o o l s i s 

m a r g i n a l . And so i t ' s v e r y much l i k e t h o s e cases you 

p r o c e s s e d f o r M e r i d i a n back l a t e t h i s summer i n J u l y 

and A u g u s t . 

MR. STOVALL: Mr. K e l l a h i n , b e f o r e you 

s t a r t t h e n , i f y o u ' r e t h r o u g h w i t h y o u r o p e n i n g 

r e m a r k s , i s my u n d e r s t a n d i n g c o r r e c t , t h a t M e r i d i a n 

has had a p r o b l e m w i t h t h e BLM as f a r as a p p r o v a l by 

them on t h e s e c o m m i n g l i n g s ? I s t h a t t h e s i t u a t i o n , 

t h e ones you r e f e r r e d t o , t h e summer cases? 
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MR. KELLAHIN: Yes, s i r . There a r e some 

o f t h o s e cases t h i s summer t h a t were on f e d e r a l 

t r a c t s . And i f t h e y ' r e on f e d e r a l t r a c t s , t h e BLM 

has t a k e n t h e p o s i t i o n t h a t , s e p a r a t e and a p a r t f r o m 

t h e OCD d e c i s i o n s on c o m m i n g l i n g , we must s u b m i t t o 

t h e a r e a s u p e r v i s o r f o r t h e BLM t h e same t e c h n i c a l 

d a t a so t h a t t h e BLM can make an i n d e p e n d e n t j u d g m e n t 

on a p p r o v i n g t h e c o m m i n g l i n g p r o c e s s . 

We have t a k e n e x c e p t i o n t o t h a t i s s u e w i t h 

t h e BLM. We've had a s t a t e d i r e c t o r a p p e a l . The 

s t a t e d i r e c t o r has d e n i e d o u r a p p e a l . And we a r e now 

p r e p a r i n g t h e documents t o a p p e a l t h i s i s s u e t o t h e 

Bureau o f Land A p p e a l s . 

MR. STOVALL: The s t a t u s o f t h o s e c a s e s , 

as f a r as t h e BLM i s c o n c e r n e d , has t h e BLM d e n i e d 

t h e c o m m i n g l i n g , o r has i t d e n i e d y o u r r e q u e s t f o r 

them t o c o n s i d e r t h e OCD t e c h n i c a l r e c o r d as t h e 

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

MR. KELLAHIN: I t ' s t h e l a t t e r . 

MR. STOVALL: Have you had any d i s c u s s i o n , 

and maybe -- I r e a l i z e y o u r f i r s t w i t n e s s h a s n ' t been 

i d e n t i f i e d and sworn i n ; t h i s may be s o m e t h i n g he 

needs t o answer, b u t I ' l l ask you f i r s t -- had any 

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

somehow i n t h e p r o c e s s w i t h t h e OCD so i t can be done 
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i n a s i n g l e p r o c e s s by o p e r a t o r ? T h i s i s n o t w i t h o u t 

p r e c e d e n t . We've done so i n NGPA-type p r o c e e d i n g s , 

and I d o n ' t know why we c o u l d n ' t do so h e r e i f 

t h e BLM want s t o t a k e an i n d e p e n d e n t l o o k a t t h e 

d a t a . 

MR. KELLAHIN: Mr. A l e x a n d e r and I b o t h 

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

BLM when t h a t a p p e a l was h e a r d h e r e i n Santa Fe, and 

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

and e x p l o r e , and we d o n ' t know i f t h e y ' v e t a k e n any 

a c t i o n o r i n i t i a t i v e on t h a t p o r t i o n o f o u r r e q u e s t . 

MR. STOVALL: Have t h e y been made aware o f 

t h i s h e a r i n g t o d a y , and d i d you g i v e them s p e c i f i c 

i n f o r m a t i o n so t h a t t h e y c o u l d be h e r e i f t h e y so 

i n t e n d e d ? 

MR. KELLAHIN: I b e l i e v e so, and I w o u l d 

have t o s p e c i f i c a l l y c heck. T h a t g e n e r a l l y has been 

o u r c o u r s e o f c o n d u c t i s t o n o t i f y them i n some 

f a s h i o n o f t h e s e h e a r i n g s . 

MR. STOVALL: Somethin g you may want t o 

a d d r e s s w i t h Mr. A l e x a n d e r . T h a t ' s a l l I have. 

MR. KELLAHIN: Okay. W i t h t h a t 

i n t r o d u c t i o n , Mr. Exami n e r , I ' l l c a l l Mr. A l a n 

A l e x a n d e r . 

ALAN ALEXANDER, 
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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. For t h e r e c o r d , 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 an A l a n A l e x a n d e r . I'm 

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

F a r m i n g t o n , New M e x i c o , as a s e n i o r l a n d a d v i s e r . 

Q. On p r i o r o c c a s i o n s , Mr. A l e x a n d e r , have 

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

t o c o m m i n g l i n g cases p u r s u a n t t o D i v i s i o n r u l e s where 

we're s e e k i n g t o commingle P i c t u r e d C l i f f t o 

F r u i t l a n d c o a l p r o d u c t i o n ? 

A. Yes, s i r , I have. 

Q. As p a r t o f y o u r d u t i e s and 

r e s p o n s i b i l i t i e s , have you u n d e r t a k e n a s i m i l a r 

e x a m i n a t i o n f o r each o f t h e w e l l s i n t h e s e f o u r 

cases? 

A. Yes, s i r , I have. 

Q. I n a d d i t i o n , on b e h a l f o f y o u r company, 

have you been t h e r e p r e s e n t a t i v e who has a p p e a r e d 

b e f o r e t h e Bureau o f Land Management w i t h r e g a r d s t o 

i s s u e s o f c o n c e r n w i t h t h e Bureau o f Land Management 
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c o n c e r n i n g t h e s e downhole c o m m i n g l i n g o r d e r s ? 

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

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 . 

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

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) We've n o t i d e n t i f i e d as 

an e x h i b i t t h i s s p r e a d s h e e t , Mr. A l e x a n d e r , b u t I 

t h i n k i t ' s v e r y u s e f u l . L e t ' s have you s t a r t w i t h 

t h a t . D e s c r i b e f o r us i n each i n s t a n c e t h e i t e m s 

t h a t you have i d e n t i f i e d t h a t r e q u i r e t h e e x a m i n e r ' s 

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

a t t h e b o t t o m o f t h e d i s p l a y . 

A. Yes. T h i s s p r e a d s h e e t , i n t h e s p r e a d s h e e t 

we a t t e m p t e d t o c o n s o l i d a t e a l l t h e cases and p u t a 

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

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

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

You w i l l n o t e t h a t t h e f a r l e f t - h a n d s i d e , 

we have i d e n t i f i e d t h e case number. The n e x t column 

i s t h e w e l l t h a t ' s i n c l u d e d u n d e r t h a t case number. 

The n e x t column i s e n t i t l e d " S p a c i n g " 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 , and we've 

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

t h o s e r e s e r v o i r s . 
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The n e x t column i s t h e f i r s t f i e l d t h a t ' s 

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

f i r s t p o o l o r f o r m a t i o n . 

And t h e column n e x t t o t h a t , we say 

" E x i s t i n g F o r m a t i o n . " What t h a t means i s , i s t h a t 

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

w e l l b o r e , i f i t i s an e x i s t i n g w e l l b o r e . 

The F i e l d #2 i s s i m p l y t h e second 

f o r m a t i o n t h a t we want t o comm i n g l e , and i t , i n a l l 

c a s e s , i s t h e B a s i n - F r u i t l a n d C o a l P o o l . 

N e x t t o t h a t we have i n d i c a t e d t h a t one 

w e l l , t h e Neudecker #2 w e l l , t h a t r e s e r v o i r i s 

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

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

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

p e r m i s s i o n t o remove t h a t b r i d g e p l u g and t o 

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

We have p r o v i d e d you a l s o w i t h t h e 

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

s e c t i o n , and u n i t l e t t e r number. And we've a l s o 

i n d i c a t e d i n t h e n e x t column w h e t h e r t h i s i s a 

r e c o m p l e t i o n o f an e x i s t i n g w e l l o r a new d r i l l 

w e l l . 

The column n e x t t o t h a t we have t i t l e d i t 

M a r g i n a l F o r m a t i o n , and t h a t s i m p l y r e p r e s e n t s t h e 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Me x i c o 85704-9262 
(505) 984-2244 FAX: 984-2092 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2 3 

24 

25 

14 

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

i s n o t an e n t i r e d e s c r i p t i o n o f t h e f o r m a t i o n s . I n 

some o f t h e s e c a s e s , b o t h o f t h e f o r m a t i o n s a r e 

a c t u a l l y m a r g i n a l o r noneconomic. We wan t e d t o g i v e 

you an i n d i c a t i o n o f t h e one we f e l t was t h e l e a s t 

economic a t t h i s p o i n t i n t i m e . 

The l a s t two columns a d d r e s s s p e c i f i c 

n o n s t a n d a r d p r o r a t i o n u n i t s o r n o n s t a n d a r d l o c a t i o n s 

o r o f f - p a t t e r n l o c a t i o n s . And we have i n d i c a t e d i n 

each i n s t a n c e i f t h a t i s a p p l i c a b l e t o each w e l l . 

You w i l l n o t e a t t h e b o t t o m o f t h e page 

t h a t we do have some f u r t h e r d e s c r i p t i o n s by u s i n g 

f o o t n o t e s , and t h e y more f u l l y d e s c r i b e some o f t h e 

a b b r e v i a t i o n s t h a t were used i n t h e s p r e a d s h e e t , and 

I t h i n k t h a t t h e y a r e p r o b a b l y s e l f - e x p l a n a t o r y . 

Q. L e t me a d d r e s s w i t h y ou t h e t o p i c o f 

o w n e r s h i p . When we l o o k a t t h e H u e r f a n o U n i t w e l l s , 

we have p r e v i o u s l y o b t a i n e d f r o m t h e D i v i s i o n , a f t e r 

a h e a r i n g , t h e a b i l i t y t o a d m i n i s t r a t i v e l y commingle 

p r o d u c t i o n w i t h i n t h e H u e r f a n o U n i t . To what e x t e n t 

does t h a t a p p r o v a l a p p l y t o any o f t h e s e cases b e f o r e 

t h e e x a m i n e r t o d a y ? 

A. We have used t h a t p r i o r o r d e r t o t h e 

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

i n t e r e s t owners and t h e w o r k i n g i n t e r e s t owners t h a t 
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a r e w i t h i n t h e H u e r f a n o U n i t . 

The r e a s o n we d e c i d e d t o go ahead and 

b r i n g t h e s e cases f o r w a r d i s t h a t a l l o f t h e s e w e l l s 

were d e v e l o p e d by t h e a s s e t management team as one 

p r o j e c t , p l u s t h e s e H u e r f a n o U n i t w e l l s a r e e x t r e m e l y 

c l o s e and, i n some i n s t a n c e s , on t h e b o r d e r o f t h e 

H u e r f a n o U n i t , and we f e l t t h a t i t ' s p r o b a b l y more 

a p p r o p r i a t e t o go ahead and make n o t i f i c a t i o n t o t h e 

o f f s e t owners and t o use t h i s f o r m a t so t h a t 

e v e r y b o d y was aware o f what we were d o i n g . 

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

t o t h e PC w e l l b u t t o t h e F r u i t l a n d C o a l w e l l , do you 

have maps and i n f o r m a t i o n i n t h e e x h i b i t book as t o 

a l l t h e w e l l s t o i d e n t i f y who t h o s e i n t e r e s t owners 

a r e and where t h e y a r e l o c a t e d i n r e l a t i o n t o t h e 

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

A. Yes, s i r , we do. 

Q. As a r e s u l t o f t h a t n o t i f i c a t i o n , have 

t h e r e been any o p e r a t o r s t h a t have r e g i s t e r e d an 

o b j e c t i o n w i t h you c o n c e r n i n g any w e l l ? 

A. We have one o p e r a t o r , Mr. Tom Dugan, t h a t 

i n i t i a l l y r e g i s t e r e d an o b j e c t i o n , and t h a t was on 

t h e Z a c h r y #11 w e l l , and we have s i n c e t h a t t i m e 

w o r k e d o u t o u r d i f f e r e n c e s w i t h Mr. Dugan. And i n 

t h a t p r o c e s s , t h e end r e s u l t o f t h a t i s t h a t we w i l l 
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p u r c h a s e Mr. Dugan's i n t e r e s t i n 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 . He o n l y owned an i n t e r e s t i n 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 had some c o n c e r n s ; so we have 

a l l e v i a t e d t h a t p r o b l e m , and he no l o n g e r has an 

o b j e c t i o n t o t h a t a p p l i c a t i o n . 

Q. A p a r t f r o m Mr. Dugan and Amoco's i n t e r e s t 

i n t h e p r o j e c t — t h e y ' v e e n t e r e d an a p p e a r a n c e — 

heive any o f t h e o t h e r o f f s e t i n g o p e r a t o r s o r i n t e r e s t 

owners o b j e c t e d ? 

A. Not i n t h e a p p l i c a t i o n s t h a t we want t o go 

f o r w a r d w i t h t o d a y . I w i l l i n f o r m you t h a t on t h e 

C M M o r r i s #100 w e l l , t h e w e l l t h a t we want t o 

d i s m i s s t o d a y , we w i l l b r i n g t h a t up l a t e r , we have 

been i n f o r m e d t h a t one o f t h e i n t e r e s t owners i n t h a t 

d r i l l b l o c k t o t h e F r u i t l a n d C o a l , Q u i n t a n a , has a 

w e l l b o r e o n l y i n t e r e s t i n an e x i s t i n g w e l l t h a t we 

want t o p l u g , and i t ' s m aking i t v e r y d i f f i c u l t f o r 

them t o j o i n i n t h i s p r o c e s s because a new w e l l , t h e y 

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

So we a r e c o n t i n u i n g t o work t h a t p r o b l e m 

w i t h them. We're c o n f i d e n t w e ' l l work i t o u t , and we 

w i l l b r i n g back t h a t w e l l p r o b a b l y a r o u n d m i d - y e a r . 

Q. As p a r t o f y o u r n o t i f i c a t i o n p r o c e s s , have 

you i d e n t i f i e d 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 b u t be d i f f e r e n t between t h e two p o o l s ? 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Mexi c o 85704-9262 
(505) 984-2244 FAX: 984-2092 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A. Yes, s i r , we have. 

MR. KELLAHIN: Mr. Examiner, I have n o t 

y e t p r o v i d e d t h a t t o you i n t h e f o r m o f a 

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

t o y ou p h o t o c o p i e s o f t h e n o t i c e , and t h e n I w i l l 

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

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

t h e i n t e r e s t owners. 

Q. L e t ' s p u r s u e t h a t s u b j e c t . A r e t h e r e 

i n s t a n c e s between t h e PC and t h e F r u i t l a n d C o a l where 

t h e r e a r e i n t e r e s t owners t h a t a r e e i t h e r n o t common, 

o r i f t h e y a r e common, t h e y have a d i f f e r e n t 

p e r c e n t a g e between t h e two p o o l s ? 

A. Yes, s i r . I n e v e r y i n s t a n c e t h a t i s t r u e , 

t h a t t h e i n t e r e s t s a r e d i f f e r e n t between t h e two 

f o r m a t i o n s , b a s i c a l l y because we're d e a l i n g w i t h 

d r i l l b l o c k s t h a t i n v o l v e m u l t i p l e l e a s e h o l d s . We're 

n o t d e a l i n g w i t h one s i n g l e l e a s e h o l d i n t h e s e 

p a r t i c u l a r w e l l s . 

Q. Does t h e n o t i c e l i s t I p r o v i d e d Mr. 

S t o v a l l i n c l u d e a l l t h o s e i n d i v i d u a l s t h a t w o u l d be 

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

A. Yes, s i r , o f c o u r s e , a g a i n , w i t h t h e 

e x c e p t i o n o f t h e H u e r f a n o U n i t p e o p l e t h a t we're 

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

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Mexi c o 85704-9262 
(505) 984-2244 FAX: 984-2092 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

2 1 

2 2 

2 3 

24 

25 

18 

n o t i f i c a t i o n s . 

Q. As r e g a r d s t o t h a t c a t e g o r y where t h e y 

have a d i f f e r e n t i n t e r e s t o r o w n e r s h i p , have any o f 

t h o s e i n d i v i d u a l s c o n t a c t e d you t o o b j e c t o t h e r t h a n 

Mr. Dugan? 

A. No, s i r , and o t h e r t h a n Q u i n t a n a and t h e 

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

c o n s i d e r a t i o n t o d a y . 

Q. A l l r i g h t , s i r . L e t ' s t u r n t o t h e e x h i b i t 

book 10918. A re a l l t h e e x h i b i t books f o r t h e o t h e r 

t h r e e cases o r g a n i z e d i n t h e same way? 

A. Yes, s i r , t h e y a r e . 

Q. L e t ' s s t a r t w i t h E x h i b i t 1 i n Case 10918 

and have you d e s c r i b e f o r us t h e e x h i b i t s as we t u r n 

t h r o u g h t h e book. 

A. B e h i n d e x h i b i t t a b No. 1 we have p r o v i d e d 

t h e e x a m i n e r w i t h a copy o f o u r a p p l i c a t i o n , and 

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

were m a i l e d t o each o f t h e p a r t i e s t h a t we n o t i f i e d 

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

Q. A l l r i g h t , s i r , E x h i b i t 2. 

A. B e h i n d E x h i b i t 2, we have i n c l u d e d , t h e 

f i r s t map b e h i n d E x h i b i t No. 2, i s a more l o c a l i z e d 

r e f e r e n c e map. On t h a t map you w i l l see each o f t h e 

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

a l t h o u g h t h e y a r e q u i t e s m a l l , r e p r e s e n t e x i s t i n g 

F r u i t l a n d C oal w e l l s , and t h e r e d symbols 

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

i m m e d i a t e a r e a . 

I m m e d i a t e l y b e h i n d t h a t l o c a t o r map, we 

have p r o v i d e d b a s i c a l l y n i n e s e c t i o n l a n d p l a t s t h a t 

g i v e a g r e a t e r d e t a i l a r o u n d each o f t h e p r o p o s e d 

w e l l s . These p l a t s show t h e o r i e n t a t i o n 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 f o r m a t i o n s 

t h a t we a r e p r o p o s i n g . They a l s o show e x i s t i n g w e l l s 

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

Q. Do you have a p l a t f o r t h e Neudecker 2 

w e l l ? F o l l o w e d by t h a t i s wh a t , Z a c h r y 11? 

A. Yes, s i r , Z a c h r y 1 1 , and f o l l o w e d b e h i n d 

t h a t i s t h e P i e r c e F e d e r a l A #1 w e l l . 

Q. When we l o o k a t E x h i b i t 3 i n each o f t h e 

book s , s t a r t i n g w i t h t h i s e x h i b i t book, what do we 

f i n d ? 

A. B e h i n d E x h i b i t No. 3 we have p r o v i d e d t h e 

o f f s e t o p e r a t o r owner p l a t s . And on t h e s e p l a t s we 

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

t h e s p a c i n g u n i t f o r 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 oal f o r m a t i o n , as w e l l as n u m e r i c a l l y 

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

have s e p a r a t e p l a t s f o r each o f t h e s e t h r e e w e l l s 

b e h i n d E x h i b i t No. 3. 

A l s o b e h i n d E x h i b i t No. 3, t h e l a s t 

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

f o r , we have p r o v i d e d an a d d r e s s , name and a d d r e s s 

l i s t f o r t h e owners t h a t a r e w i t h i n t h e d r i l l b l o c k s 

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

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

b u r d e n s . 

Q. Are t h e r e s t o f t h e e x h i b i t books 

o r g a n i z e d i n t h e same f a s h i o n ? 

A. Yes, s i r , t h e y a r e . 

Q. L e t ' s t u r n t o t h e e x h i b i t , e x h i b i t book i n 

10919, and l e t ' s go back t o t h e p l a t s f o l l o w i n g 

e x h i b i t t a b No. 2 and l o o k a t t h e s p e c i f i c l o c a t o r 

map . 

A. Yes. A g a i n , t h i s l o c a t o r map i s 

i d e n t i c a l , and you w i l l see an i d e n t i c a l l o c a t o r map 

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

l o c a t o r map, a g a i n , we have t h e s p e c i f i c n i n e - s e c t i o n 

l a n d p l a t t h a t w o u l d be p e r t i n e n t t o t h e w e l l t h a t ' s 

i n c l u d e d i n t h a t c ase. I n t h i s case u n d e r Case 

10919, we have t h e L o d e w i c k #1 w e l l . 

Q. For each o f t h e s e r e c o m p l e t i o n s , t h e n , as 
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t h e e x a m i n e r f i n d s t h e w e l l i n t h e e x h i b i t book, we 

a r e t a k i n g an e x i s t i n g P i c t u r e d C l i f f w e l l and g o i n g 

t o u t i l i z e t h a t w e l l t o add t o i t t h e F r u i t l a n d C o a l 

gas? 

A. Yes, i n each r e c o m p l e t i o n w e l l , t h a t i s 

t r u e . 

Q. L e t ' s show him an example o f t h e one new 

d r i l l . I f y o u ' l l t u r n t o Case 10920, l o o k b e h i n d 

E x h i b i t No. 2, t h e r e g i o n a l map, and t h e n t u r n t o t h e 

p r o p o s e d l o c a t i o n f o r t h e H u e r f a n o U n i t 509 w e l l . 

A r e you w i t h me? 

A. Yes, s i r . 

Q. When we l o o k a t S e c t i o n 30, t h e s p a c i n g 

u n i t f o r t h e PC i s p r o p o s e d t o be t h e n o r t h w e s t 

q u a r t e r ? 

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

Q. Were t h e r e any p r e v i o u s w e l l s d r i l l e d f o r 

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

A. No, s i r , I d o n ' t b e l i e v e so, i n t h e 

n o r t h w e s t q u a r t e r . 

Q. I'm l o o k i n g a t a d r y h o l e symbol j u s t t o 

t h e s o u t h and west o f t h e No. 220? 

A. Yes, s i r . 

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

A. I d o n ' t know t h e answer t o t h a t q u e s t i o n . 
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I b e l i e v e Mr. Daves w o u l d know t h e answer t o t h a t 

q u e s t i o n , i f we c o u l d b r i n g t h a t up a t t h a t p o i n t i n 

t i m e . 

Q. Okay. So as i t c u r r e n t l y now e x i s t s , 

t h e r e i s no PC w e l l i n t h e n o r t h w e s t q u a r t e r ? 

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

Q. Do we have a PC w e l l i n any o f t h e o t h e r 

q u a r t e r s e c t i o n s o f S e c t i o n 30? 

A. Yes, s i r , we do. Y o u ' l l n o t i c e t h a t t h e r e 

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

and t h e s o u t h w e s t q u a r t e r . I do know t h a t , f r o m 

d i s c u s s i o n w i t h t h e a s s e t management team, t h a t t h e 

d r y h o l e symbol down i n t h e s o u t h e a s t q u a r t e r , t h e 

o l d H u e r f a n o U n i t 377 w e l l , i f I remember c o r r e c t l y , 

was a P i c t u r e d C l i f f s w e l l t h a t was p l u g g e d and 

abandoned. 

Q. T h i s i s t h e one r e m a i n i n g case t h a t 

i n v o l v e s n o n s t a n d a r d l o c a t i o n s b o t h i n t h e PC as w e l l 

as t h e Coal? 

A. Yes, s i r , t h a t i s t r u e . 

Q. And we're o f f - p a t t e r n i n t h e C o a l , a r e we 

n o t ? 

A. T h a t ' s t r u e . 

Q. T u r n t o t h e n e x t d i s p l a y b e h i n d what we're 

j u s t l o o k i n g a t , and h e l p us u n d e r s t a n d what t h e 
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b a s i s i s f o r s e e k i n g t h e u n o r t h o d o x l o c a t i o n . 

A. For t h e H u e r f a n o U n i t Com 3509 w e l l , we 

wor k e d q u i t e a w h i l e w i t h t h e Bureau o f Land 

Management t r y i n g t o f i n d a s u i t a b l e l o c a t i o n t h a t 

w o u l d a t l e a s t -- w o u l d n o t a t l e a s t be NSL because 

o f f o o t a g e . 

L e t me e x p l a i n t h i s map t o you and t h e 

r a t i o n a l e t h a t went on i n coming t o t h e c u r r e n t 

l o c a t i o n . Y o u ' l l see on t h a t map a s e r i e s o f d o t t e d 

l i n e s commencing i n t h e n o r t h w e s t q u a r t e r and r u n n i n g 

a l m o s t due s o u t h . T h a t i s an e x i s t i n g r o a d . You 

w i l l see a g r e e n l i n e t h a t has a h a t c h e d p a t t e r n i n 

segments o f t h a t l i n e on t h e map, and t h a t ' s an 

e x i s t i n g power l i n e . 

You w i l l a l s o n o t e t h a t I have o u t l i n e d a 

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

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

q u a r t e r t o t h e n o r t h , and t h a t i s an e x i s t i n g 

p i p e l i n e . 

We have i n d i c a t e d t h e windows up i n t h a t 

n o r t h w e s t q u a r t e r t h a t we w o u l d have p r e f e r r e d t o use 

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

t h e c o a l w e l l s t i l l w o u l d have been o f f - p a t t e r n . 

The two s q u a r e windows l o c a t e d t o t h e 

w e s t , as you can see, r u n i n t o i n t e r f e r e n c e f r o m t h e 
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p i p e l i n e s , f r o m t h e power l i n e s , and t h e y ' r e down i n 

t h e wash. And we were u n a b l e t o l o c a t e a w e l l on 

t h o s e two windows because o f t h a t . 

The two windows t o t h e e a s t a r e l o c a t e d up 

on t h e h i l l , t h e c l a y h i l l s o f t h e B a d l a n d s . They 

a r e v e r y u n s t a b l e c l a y s and w o u l d n o t be good 

l o c a t i o n s t o b u i l d l o c a t i o n s , and t h e Bureau o f Land 

Management w o u l d n o t a l l o w us t o b u i l d i n t h a t a r e a . 

Q. The L o d e w i c k #1 i s o f f - p a t t e r n i n t h e 

C o a l , b u t i t i s a s t a n d a r d l o c a t i o n i n t h e PC? 

T h a t ' s back up i n Case 10919. 

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

Q. Why i s t h e p r o p o s e d l o c a t i o n o f f - p a t t e r n 

f o r t h e Coal? 

A. Because we a r e u t i l i z i n g 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 b o r e i s t h e p r i m a r y r e a s o n f o r t h a t . 

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

p e o p l e was t o u t i l i z e t h e PC w e l l up i n t h e n o r t h w e s t 

q u a r t e r ? 

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

Q. A n y t h i n g e l s e , Mr. A l e x a n d e r ? Oh, y e s , 

t h e l o c a t o r map we have n o t i d e n t i f i e d by e x h i b i t 

number, Mr. Examiner, b u t t h e r e i s a map on t h e 

d i s p l a y b o a r d t o g i v e you a r e f e r e n c e p o i n t , and I'm 

g o i n g t o l e t Mr. A l e x a n d e r e x p l a i n t h e code so you 
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can see where you have p r o c e s s e d p a s t cases and where 

he's now a s k i n g you t o l o o k a t t h e s e a d d i t i o n a l s i x 

w e l I s . 

A. You w i l l n o t i c e on t h i s a r e a d i s p l a y map, 

i t ' s a good p o r t i o n o f t h e San Juan B a s i n . The 

c i r c l e s , t h e s t a r s , and t h e gas w e l l s ymbols t h a t a r e 

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

e x a m i n e r -- some o f w h i c h t h e e x a m i n e r has h e a r d and 

a p p r o v e d . 

You w i l l n o t i c e o v e r on t h e w e s t e r n 

p o r t i o n o f t h e map, t h e r e a r e seven r e d s t a r s l o c a t e d 

on t h a t map. Those a r e t h e w e l l s t h a t we a r e h e r e t o 

d i s c u s s t o d a y . 

And we j u s t w a n ted t o k i n d o f g i v e you a 

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

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

have h e a r d and a p p r o v e d i n t h e p a s t . 

Q. As p a r t o f t h e p r o j e c t f o r M e r i d i a n t o 

l o o k a t downhole c o m m i n g l i n g o f F r u i t l a n d C o a l and 

P i c t u r e d C l i f f w e l l s , do you have f u t u r e p l a n s f o r 

a d d i t i o n a l p r o j e c t s l i k e t h i s ? 

A. Yes, s i r , we w i l l . We've had s u c c e s s i n 

t h e p r o j e c t s t o d a t e , and we t h i n k i t i s a v e r y 

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

o t h e r w i s e g o i n g t o be l o s t . P r o b a b l y , we w o u l d l i k e 
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t o e n t e r t a i n p e r h a p s t e n p r o j e c t s a y e a r . We're 

e s t i m a t i n g t h a t a t t h i s p o i n t i n t i m e . 

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

e x a m i n a t i o n o f Mr. A l e x a n d 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 1 t h r o u g h 4 -- I'm s o r r y 

-- 1 t h r o u g h 3 i n each o f t h e e x h i b i t b o o ks. 

EXAMINER STOGNER: E x h i b i t s l t h r o u g h 3 i n 

each o f t h e f o u r e x h i b i t books 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 . 

The s p r e a d s h e e t and t h e map t h a t you 

r e f e r r e d t o , t h a t ' s j u s t f o r i n f o r m a t i o n a l p u r p o s e s ? 

MR. KELLAHIN: Yes, s i r . 

EXAMINER STOGNER: And n o t an e x h i b i t ; i s 

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

MR. KELLAHIN: I d o n ' t t h i n k t h e y need t o 

be e x h i b i t s , Mr. Examiner. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I n r e f e r r i n g t o Case 918, t h e #2 w e l l , 

Neudecker #2 w e l l , t h i s i s t h e one w h i c h you 

r e q u e s t e d t h e e a s t h a l f o f S e c t i o n 35 t o be t h e 

3 2 0 - a c r e p r o r a t i o n u n i t and a r e now c h a n g i n g i t t o 

t h e 320, i n l o o k i n g a t t h a t map, a r e any o f t h e 

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

a r e t h e y r e p r e s e n t e d h e r e ? 
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A. Yes, s i r , t h a t ' s c o r r e c t . Y o u ' l l n o t i c e 

t h a t we b a s i c a l l y have t h r e e l e a s e s w i t h i n t h a t 

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

q u a r t e r a r e l e a s e h o l d s , and t h e r e may be more t h a n 

one l e a s e h o l d t h a t Amoco owns i n t h a t q u a r t e r 

q u a r t e r . We're p r e p a r i n g t h e t i t l e o p i n i o n s on t h a t , 

and I d i d n o t b r i n g t h o s e o p i n i o n s t o t e l l y ou how 

many l e a s e h o l d s a r e i n t h a t q u a r t e r q u a r t e r , b u t t h e 

r e s t o f t h e s e c t i o n i s b a s i c a l l y d i v i d e d between two 

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

We o r i g i n a l l y o r i e n t e d t h i s w e l l on t h e 

e a s t h a l f , and, o f c o u r s e , i t i n v o l v e d Amoco, b u t as 

we were c o n t i n u i n g t h e s t u d y o f o u r p r o j e c t s , we have 

i d e n t i f i e d a c a n d i d a t e , t h e Z a c h r y #2 P i c t u r e d C l i f f s 

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

y o u ' l l see i t i n d i c a t e d as a brown gas w e l l s y m b o l . 

We have s u b m i t t e d t h a t w e l l a d m i n i s t r a t i v e l y , and i t 

has been a p p r o v e d by t h e Commission f o r a commingle. 

And so t h a t s t e p we have t a k e n . 

We have a l s o gone back w i t h Amoco, and 

we've been w o r k i n g on r e o r i e n t i n g t h a t w e l l b o r e , i f 

t h e y had no o b j e c t i o n s , and t h e y have s i n c e a g r e e d t o 

r e o r i e n t t h e w e l l b o r e so t h a t t h e y w i l l be i n v o l v e d 

i n a n o r t h - h a l f d e d i c a t i o n . 

T h a t w o u l d a l l o w us t o d e v e l o p t h a t Z a c h r y 
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#2 commingle i n the south h a l f on one common 

lea s e h o l d , which we think i s a much b e t t e r approach. 

And we've been working towards th a t goal, and we 

b e l i e v e we are now at t h a t point i f the Commission 

agrees t h a t the r e o r i e n t a t i o n i s appropriate. 

Q. I'm looking at my diagram here. You have 

the Zachry take** i n t h a t south h a l f . I assume t h a t ' s 

the Zachry l e a s e for Meridian; i s t h a t c o r r e c t ? 

A. Yes, s i r , t h a t ' s t r u e . I t i n c l u d e s a l l of 

the south h a l f , and y o u ' l l n o t i c e t h a t i t goes north 

into the southwest of the northwest quarter a l s o . 

Q. So, i f anything, you're d i m i n i s h i n g 

Meridian's i n t e r e s t somewhat? That's the way i t 

looks to me. 

A. No, s i r . A c t u a l l y , the i n t e r e s t s remain 

the same because Amoco i s r e a l l y the only other 

outside party, and t h e i r 40 i n t e r e s t , you know, i t ' s 

f i x e d . Since i t ' s i n the northeast of the northeast, 

i t ' s going to be i n there one way or the other; so we 

wind up with t h a t percentage of ownership between 

Meridian, and Amoco remains b a s i c a l l y the same. 

Q. I see Union and Conoco's name appearing i n 

the upper portion of that s e c t i o n . 

A. Yes, s i r . We purchased l e a s e h o l d i n 

there, the Union of Texas l e a s e h o l d up i n there, and 
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Conoco d i d n o t have an i n t e r e s t i n t h e P i c t u r e d 

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

Q. R e g a r d l e s s , t h i s i s t h e f i r s t F r u i t l a n d 

C o al w e l l i n t h a t s e c t i o n ; c o r r e c t ? 

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

Q. And i t ' s s t i l l a s t a n d a r d l o c a t i o n 

r e g a r d l e s s i f i t ' s a s t a n d - u p o r a lay-down? 

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

EXAMINER STOGNER: I d o n ' t see any r e a s o n 

t o r e a d v e r t i s e , Mr. K e l l a h i n . T h a t ' s what I was 

t r y i n g t o g e t t o on t h a t . 

As f a r as any q u e s t i o n s o f t h i s w i t n e s s , I 

have no o t h e r s a t t h i s t i m e . 

MR. KELLAHIN: A l l r i g h t , s i r . Thank y o u , 

A l a n . 

EXAMINER STOGNER: Mr. K e l l a h i n . 

MR. KELLAHIN: C a l l a t t h i s t i m e 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 you p l e a s e s t a t e y o u r 
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name and o c c u p a t i o n . 

A. My name i s S c o t t Daves. I'm a p e t r o l e u m 

e n g i n e e r . I'm c u r r e n t l y employed w i t h M e r i d i a n O i l 

i n F a r m i n g t o n , New M e x i c o . 

Q. On p r i o r o c c a s i o n s have you t e s t i f i e d as a 

p e t r o l e u m 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 e x a m i n e r s , and 

p a r t i c u l a r l y have you t e s t i f i e d i n p r i o r downhole 

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

p o o l s ? 

A. Yes, I have. 

Q. As p a r t o f y o u r d u t i e s , have you c o n t i n u e d 

t o examine t h e o p p o r t u n i t y t o downhole commingle t h e 

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

you i d e n t i f i e d c a n d i d a t e s t h a t y o u ' r e s e e k i n g t o have 

a p p r o v a l f o r t h a t p r o c e s s ? 

A. Yes, I have. 

Q. Do t h e w e l l s t h a t a r e b e f o r e t h e e x a m i n e r 

t o d a y r e p r e s e n t w e l l s f o r w h i c h you've done 

e n g i n e e r i n g work? 

A. Yes, t h e y do. 

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

e x p e r t p e t r o l e u m 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 
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summarize what you see t o be t h e p u r p o s e and 

o b j e c t i v e and t o i d e n t i f y , p e r h a p s , w e ' l l s t a r t w i t h 

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

A. Okay. 

Q. And t h e n w e ' l l d e a l w i t h t h e new d r i l l as 

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

A. Okay. 

Q. B u t g i v e us a q u i c k summary o f what y o u ' r e 

t r y i n g t o do. 

A. T y p i c a l l y , i f you go down t h e l i s t h e r e , 

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

4 0 - p l u s y e a r s o l d . They have a p p r o x i m a t e l y 200 p s i , 

r e s e r v o i r p r e s s u r e . T h e y ' r e a t t e m p t i n g t o overcome 

l i n e p r e s s u r e s t h a t a r e v e r y n e a r r e s e r v o i r p r e s s u r e ; 

so t h e y may o r may n o t p r o d u c e on a g i v e n day. 

S e v e r a l o f t h e w e l l s , t h e Neudecker 2, t h e H u e r f a n o 

U n i t 18 have a c t u a l l y been b l i n d p l a t e d by t h e 

v a r i o u s gas companies. 

What we're a t t e m p t i n g t o do h e r e i s 

up g r a d e t h e w e l l b o r e and a l s o r e a c h and c o m p l e t e new 

r e s e r v e s and t h e n commingle t h e t w o . 

Q. Have you l o o k e d a t each o f t h e PC w e l l s 

i n v o l v e d t o see i f t h e r e was a n y t h i n g e l s e s h o r t o f 

c o m m i n g l i n g t h a t w o u l d add a d d i t i o n a l a b i l i t y o f 

t h o s e w e l l s t o p r o d u c e P i c t u r e d C l i f f p r o d u c t i o n ? 
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A. Yes, we have. And t h e o p p o r t u n i t i e s t o do 

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

a r e n o t economic. 

Q. I n each i n s t a n c e , has t h e w e l l been 

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

C l i f f f o r m a t i o n has had an o p p o r t u n i t y t o add 

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

A. Yes, t h e y have. 

Q. When we l o o k a t t h e i n d i v i d u a l w e l l s , i s 

t h e r e any p a r t i c u l a r r e a s o n t o s e l e c t t h e s e P i c t u r e d 

C l i f f w e l l s w i t h i n t h e s e c t i o n as opposed t o one o f 

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

A. T y p i c a l l y , we t r y t o s t a y on p a t t e r n w i t h 

t h e F r u i t l a n d C oal s p a c i n g i s o u r f i r s t l o o k . The 

o t h e r t h i n g t h a t we're l o o k i n g a t i s a w e l l b o r e t h a t 

we f e e l has t h e i n t e g r i t y t o add r e s e r v e s t h r o u g h and 

u t i l i z e t h a t w e l l b o r e t h a t way. 

Q. L e t ' s l o o k a t t h e one example w h i c h you 

c o u l d n ' t f i n d a PC w e l l t h a t w o u l d g i v e you a 

F r u i t l a n d C o a l o n - p a t t e r n l o c a t i o n . I t ' s t h e 

Lo d e w i c k #1 w e l l , I b e l i e v e . 

A. R i g h t . 

Q. I f y o u ' l l t u r n t o t h e e x h i b i t book i n 

10919, l e t ' s f i n d us a l o c a t o r map. I f y o u ' l l t u r n 

t o 919 and l o o k a t t h e l a s t d i s p l a y b e h i n d E x h i b i t 2, 
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I t h i n k t h i s w i l l p e r h a p s s e r v e t h e p u r p o s e . When 

we're l o o k i n g a t S e c t i o n 18, what i s t h e r e a b o u t 

S e c t i o n 18 t h a t caused you t o s e l e c t t h e w e l l i n t h e 

n o r t h w e s t q u a r t e r as opposed t o one o f t h e o t h e r 

e x i s t i n g PC w e l l s ? 

A. I t i s a w e l l t h a t i s c u r r e n t l y o p e r a t e d by 

M e r i d i a n O i l . And i f you l o o k i n t h e s o u t h e a s t 

q u a r t e r , t h e r e ' s a l r e a d y a p l u g g e d - b a c k w e l l t o a 

F r u i t l a n d C o a l w e l l t h e r e . So o u r o p t i o n s were t h e 

s o u t h w e s t and t h e n o r t h w e s t , and we chose t h e 

n o r t h w e s t because t h a t ' s t h e c o u r s e a c t u a l l y we 

o p e r a t e . 

Q. Okay. For each o f t h e r e c o m p l e t i o n s , have 

you examined p r i o r h i s t o r i c a l p r o d u c t i o n i n f o r m a t i o n 

f o r t h e PC and d e t e r m i n e d w h a t , i n y o u r o p i n i o n , i s a 

f o r e c a s t o f f u t u r e r e s e r v e s f o r t h o s e w e l l s ? 

A. Yes, I have. 

Q. Where do we f i n d t h a t i n one o f t h e s e 

e x h i b i t books? 

A. E x h i b i t 6, a g r a p h i c a l r e p r e s e n t a t i o n . I t 

i s a r a t e t t i m e c u r v e . 

Q. W i l l t h e e x a m i n e r f i n d t h a t i n f o r m a t i o n i n 

each o f t h e e x h i b i t books a t t h e same p o i n t b e h i n d 

E x h i b i t 6? 

A. Yes. 
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Q. L e t ' s use t h i s as an example, t h e L o d e w i c k 

w e l l . What does i t show you? 

A. What i t shows on t h e Y a x i s i s gas i n a 

m o n t h l y p r o d u c t i o n . What you have down i n t h e b o t t o m 

l e f t - h a n d c o r n e r i s t h e s h u t - i n w e l l h e a d 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 EUR. You have 

c u m u l a t i v e p r o d u c t i o n r i g h t b e l o w t h a t , and t h e n you 

have t h e c a l c u l a t e d r e m a i n i n g r e s e r v e s r i g h t b elow 

t h a t . 

What you a l s o show i s t h e h i s t o r i c a l 

p r o d u c t i o n . I n t h e t o p you show t h e w e l l name, t h e 

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

c o u n t y , t h e m a j o r p r o d u c t , and t h e r e s e r v o i r . And 

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

Q. Have you u t i l i z e d p a s t h i s t o r i c a l 

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

t h a t y ou can a l l o c a t e f u t u r e gas p r o d u c t i o n between 

t h e PC and t h e F r u i t l a n d C o a l gas? 

A. Yes, I have. 

Q. L e t ' s t u r n t o E x h i b i t 5. You've t e s t i f i e d 

i n p r i o r c a s e s , Mr. Daves, a b o u t t h e m e t h o d o l o g y you 

have recommended t o t h e e x a m i n e r f o r t h i s a l l o c a t i o n 

f o r m u l a ? 

A. Yes. 

Q. I s t h i s c o n s i s t e n t w i t h t h e method used by 
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you i n p a s t cases and a p p r o v e d by t h e D i v i s i o n ? 

A. Yes, i t i s . 

Q. D e s c r i b e f o r us what you've done f o r t h i s 

w e l 1. 

A. What we have f o r t h i s s p e c i f i c w e l l , we 

a r e b a s i c a l l y s a y i n g t h a t t h e 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 sum 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 and 

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've b a s i c a l l y 

r e a r r a n g e d t h e f o r m u l a 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 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 e n below t h a t we d e r i v e how we a r e 

d e t e r m i n i n g 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 i n a l l y , how we w i l l 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 i n an e q u a t i o n f o r m . And t h a t e q u a t i o n , 

t h e Dpc = .00102, t h a t i s t h e a c t u a l m o n t h l y d e c l i n e 

t h a t i s shown on t h i s d e c l i n e c u r v e i n E x h i b i t 6. 

Q. Have you used t h i s f o r m u l a f o r each o f 

t h e , I guess i t ' s t h e o t h e r f i v e r e c o m p l e t i o n s ? 

A. Yes, I have. 

Q. Have you s u b s t i t u t e d i n t h e f o r m u l a what 

i n y o u r o p i n i o n i s t h e a p p r o p r i a t e v a l u e based upon 

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

A. Yes, I have. 

Q. Once t h a t ' s e s t a b l i s h e d i n t h e f o r m u l a , 
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t h e n t h e r e m a i n i n g p o r t i o n o f t h e p r o d u c t i o n i s 

a t t r i b u t a b l e t o t h e F r u i t l a n d C o a l gas? 

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

Q. L e t ' s t u r n now t o t h e new d r i l l . L e t ' s 

l o o k a t e x h i b i t book 10920. L e t ' s d e a l w i t h t h e 

u n o r t h o d o x l o c a t i o n f i r s t , and p e r h a p s i f y o u ' l l t u r n 

t o E x h i b i t 2 and l o o k a t t h e second p l a t — t h e r e ' s 

t h r e e p l a t s , i f y o u ' l l l o o k a t t h e m i d d l e p l a t --

d e s c r i b e f o r us why we've chosen t o p o s i t i o n t h i s 

w e l l i n t h e n o r t h w e s t q u a r t e r as opposed t o one o f 

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

A. The p r i m a r y r e a s o n t h a t we've p r o p o s e d t h e 

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

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

t h a t w i l l be i n t h a t q u a r t e r s e c t i o n , as opposed t o 

d r i l l i n g a F r u i t l a n d C oal w e l l i n t h e n o r t h e a s t 

q u a r t e r s e c t i o n t h a t w o u l d o n l y be a F r u i t l a n d C o a l . 

Q. I s t h e r e an o p p o r t u n i t y t o r e c o m p l e t e an 

e x i s t i n g PC w e l l i n S e c t i o n 30 and t o u t i l i z e t h a t 

w e l l t h e n as a downhole commingled w e l l ? 

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

Q. So you c a n ' t c r e a t e t h e same s i t u a t i o n as 

you d i d f o r t h e o t h e r s ? 

A. R i g h t . 

Q. L e t ' s t u r n now t o t h e a l l o c a t i o n p o r t i o n 
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o f t h e p r e s e n t a t i o n w i t h r e g a r d s t o y o u r methods t o 

d e r i v e an a l l o c a t i o n f o r m u l a on a w e l l t h a t has n o t 

y e t been d r i l l e d . Where do we f i n d t h a t i n f o r m a t i o n ? 

A. T h a t i s i n E x h i b i t 6. 

Q. I s t h i s a method t h a t y ou have p r e s e n t e d 

t o t h e D i v i s i o n i n p r i o r cases and w h i c h has been 

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

A. Yes i t has, and I have p r e s e n t e d i t . 

Q. L e t ' s l o o k a t t h e f o r m u l a and d e s c r i b e f o r 

us i n summary f a s h i o n what i t i s and how t o make i t 

work . 

A. The b e g i n n i n g p a r t i s i d e n t i c a l t o t h e 

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

we're d e t e r m i n i n g as a f u n c t i o n o f r e s e r v o i r p r e s s u r e 

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

r e s e r v e s a r e . And t h e n f r o m t h e r e , u s i n g t h e i n i t i a l 

r a t e , we a r e c a l c u l a t i n g a d e c l i n e c u r v e 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 f r o m t h e r e we a r e 

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

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

Q. Have you u t i l i z e d t h i s method o f 

a l l o c a t i o n s u c c e s s f u l l y w i t h any o f t h e w e l l s t h a t 

have a l r e a d y been a p p r o v e d by t h e D i v i s i o n ? 

A. Yes, we have. 

Q. I s i t w o r k i n g a l l r i g h t ? 
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A. I t i s . 

Q. I t ' s n o t t o o cumbersome, t o o i n t r i c a t e , 

t o o i n v o l v e d ? 

A. No, no. I t ' s f a i r l y s i m p l e . I t ' s a 

m a t t e r o f pr o g r a m m i n g t h e e q u a t i o n s i n a co m p u t e r 

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

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

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

ec o n o m i c s . One o f t h e c r i t e r i a f o r downhole 

c o m m i n g l i n g i s t h a t one o f t h e zones must be 

m a r g i n a l ? 

A. C o r r e c t . 

Q. How have you f o r e c a s t e d and r e a c h e d an 

e n g i n e e r i n g c o n c l u s i o n t h a t one o f t h e s e two p o o l s i s 

g o i n g t o be m a r g i n a l i n t h e H u e r f a n o U n i t Com 509? 

A. What we have done i s we have e s t i m a t e d , 

u s i n g o f f s e t p r e s s u r e s , what we f e e l i s r e m a i n i n g 

r e s e r v e s f o r t h e P i c t u r e d C l i f f s . And t h e 

c a l c u l a t i o n s show t h a t t h e r e ' s a p p r o x i m a t e l y 125 

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

E x h i b i t , I b e l i e v e , 8, on t h e Y a x i s i s r e s e r v e s , and 

on t h e X a x i s i s i n i t i a l r a t e . 

You can see i f you move up t o t h e 125 

m i l l i o n p o i n t t h a t , even as a commingle, i t i s 

uneconomic and a t any r a t e . 
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Q. I s t h i s t h e same method t h a t was a p p r o v e d 

by t h e D i v i s i o n f o r d e t e r m i n i n g t h e c r i t e r i a f o r new 

d r i l l , m a r g i n a l PC w e l l s a n d / o r F r u i t l a n d Coal? 

A. Yes, i t i s . 

Q. The v a l u e s t h a t went i n t o t h e economic 

v a l u a t i o n f o r t h e c u r v e s , have t h e y been made 

s p e c i f i c f o r t h i s p a r t i c u l a r a rea? 

A. They a r e a f u n c t i o n o f t h e v a r i o u s w e l l s 

i n t h a t a r e a so t h a t I d i d n o t skew t h e d a t a . I t o o k 

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

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

Q. And y o u r r e c o m m e n d a t i o n t o t h e e x a m i n e r i s 

t o do what w i t h t h i s c u r v e t h e n ? 

A. To u t i l i z e i t as a r e f e r e n c e p o i n t t o 

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

o r n o t . 

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

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

v e r s u s t h e c a l c u l a t e d e s t i m a t e u l t i m a t e gas r e c o v e r y ? 

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

Q. Have we y e t had an o p p o r t u n i t y t o see how 

w e l l t h a t c u r v e i s w o r k i n g w i t h any o f t h e o t h e r 

p r o j e c t s t h a t you've w o r k e d on? 

A. Yes, we have. 

Q. W i t h what r e s u l t s ? 
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A. What we have shown i s t h a t t y p i c a l 

P i c t u r e d C l i f f w e l l s t h a t we have u t i l i z e d have an 

i n i t i a l r e s e r v o i r p r e s s u r e o f a p p r o x i m a t e l y 200 p s i , 

w h i c h w o u l d g i v e them i n t h e n e i g h b o r h o o d o f 150 t o 

300 m i l l i o n r e m a i n i n g and an i n i t i a l r a t e o f a b o u t 

100 Mcf a day. 

Q. For t h o s e w e l l s t h a t have a c t u a l l y been 

t e s t e d u n d e r t h e f o r m u l a , we have f o u n d t h a t o u r 

ju d g m e n t on t h e c u r v e i s c o r r e c t ; t h a t t h o s e w e l l s , 

i n f a c t , a r e m a r g i n a l t o t h e e x t e n t t h a t t h e o n l y way 

we can r e c o v e r t h e a d d i t i o n a l gas i s by downhole 

c o m m i n g l i n g ? 

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

MR. KELLAHIN: I b e l i e v e t h a t c o v e r s y o u r 

p r e s e n t a t i o n , Mr. Daves. 

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

i n t r o d u c t i o n o f Mr. Daves' e x h i b i t s . They a r e f o u n d 

b e h i n d e x h i b i t t a b s 5 and 6 i n Case 9 2 1 , 919, and 

918. He has an a d d i t i o n a l d i s p l a y w i t h r e f e r e n c e t o 

t h e new d r i l l w e l l , and t h a t was f o u n d b e h i n d E x h i b i t 

t a b No. 8. So we move t h e i n t r o d u c t i o n o f h i s 

a p p r o p r i a t e e x h i b i t s . 

EXAMINER STOGNER: Mr. K e l l a h i n , t h a t was 

E x h i b i t s 5 and 6 i n Cases 918, 919, and 9 2 1 . T h e r e ' s 

an E x h i b i t No. 7 i n 920. I s t h a t r i g h t ? 
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MR. KELLAHIN: I'm s o r r y , I m i s s p o k e . I n 

Case 920, he's g o i n g t o have E x h i b i t s 6, 7, and 8. 

EXAMINER STOGNER: E x h i b i t s 6, 7, and 8 i n 

Case 920 w i l l be a c c e p t e d a t t h i s t i m e . 

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

p r e s e n t a t i o n o f Mr. Daves. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. My memory d o e s n ' t s e r v e me. The p a s t 

c ases t h a t we've t a l k e d a b o u t t h i s m o r n i n g , how many 

o f t h o s e were r e c o m p l e t i o n s , and how many o f t h o s e 

were new d r i l l , o r p e r c e n t a g e , i f you remember? 

A. About 30 p e r c e n t were r e c o m p l e t i o n s , and 

a b o u t 70 p e r c e n t were new d r i l l s . 

Q. So t h e d i f f e r e n c e t o d a y i s you o n l y have 

one new d r i l l and t h e r e s t a r e r e c o m p l e t i o n s ? 

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

Q. E x h i b i t No. 8 i n Case 10920, t h a t c u r v e , 

i s t h a t t h e same c u r v e t h a t was u t i l i z e d i n t h e 

o t h e r s , o r i s t h e r e a d i f f e r e n c e i n each one? 

A. They a r e t h e same, and t h e r e a s o n f o r t h a t 

i s I p r e f e r t o use an a v e r a g e c o s t i n each o f t h e 

g e n e r a l a r e a s . 

Q. So t h i s c u r v e i s s t i l l a p p l i c a b l e -- o r 

t h a t c u r v e u t i l i z e d i n t h o s e cases i s s t i l l 
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a p p l i c a b l e i n t h i s m a t t e r ? 

A. Yes, s i r . 

Q. And l o o k i n g a t E x h i b i t No. 6 i n Case 920, 

l e t ' s look a t t h e f i r s t page. There a r e some 

c o n s t a n t s , i n t h i s p a r t i c u l a r i n s t a n c e . The c o n s t a n t 

comes down, I b e l i e v e , where we're t a l k i n g about t h e 

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

And under t h a t f o rmula, t h e r e i s a 0.62. I s t h a t a 

c o n s t a n t t h a t has changed throughout, or i s t h a t one 

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

A. T h a t ' s a c o n s t a n t t h a t i s a f u n c t i o n of 

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

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

Q. So i t was d i f f e r e n t i n the o t h e r c a s e s ? 

A. Yes, s i r . 

Q. I f I remember r i g h t , t h a t was a p o i n t of 

c o n s i d e r a b l e d i s c u s s i o n i n the o t h e r c a s e s ; r i g h t ? 

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

EXAMINER STOGNER: Mr. K e l l a h i n , I don't 

have any o t h e r q u e s t i o n s . 

MR. KELLAHIN: Okay. 

EXAMINER STOGNER: Of t h i s w i t n e s s . 

MR. KELLAHIN: The l a s t w i t n e s s i s a 

g e o l o g i s t , Mr. J a y C l o s e . 

EXAMINER STOGNER: I'm s o r r y , what was h i s 
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l a s t name? 

MR. KELLAHIN: C-L-O-S-E, C l o s e . 

JAY CLOSE, 

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. Would you p l e a s e s t a t e y o u r name and 

o c c u p a t i o n . 

A. My name i s Jay C l o s e , and I work as a 

p e t r o l e u m g e o l o g i s t f o r M e r i d i a n O i l I n c . i n 

F a r m i n g t o n , New M e x i c o . 

Q. Mr. C l o s e , 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 b e f o r e t h e D i v i s i o n as a g e o l o g i s t ? 

A. No, s i r , I have n o t . 

Q. Summarize f o r us y o u r e d u c a t i o n . 

A. I r e c e i v e d a b a c h e l o r ' s i n g e o l o g y f r o m 

W i t t e n b e r g U n i v e r s i t y i n S p r i n g f i e l d , O h i o , i n t h e 

summer o f '83, a m a s t e r ' s i n g e o l o g y f r o m Miami 

U n i v e r s i t y i n Ohio i n t h e summer o f 1985, and a 

d o c t o r a t e i n g e o l o g y f r o m S o u t h e r n I l l i n o i s 

U n i v e r s i t y i n O c t o b e r o f 1988. 

Q. Summarize f o r us what p a r t i c u l a r work you 

have p e r f o r m e d i n t h i s a r e a where we're c o n c e r n e d 
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a b o u t t h e P i c t u r e d C l i f f and t h e F r u i t l a n d C o a l gas. 

A. I ' v e been i n v o l v e d i n d e t a i l e d e v a l u a t i o n 

o f s u b s u r f a c e g e o p h y s i c a l l o g i n f o r m a t i o n t o g e t an 

i d e a as t o t h e d e p t h s , g e o m e t r i e s , and l o g f o r 

r e s e r v o i r p r o p e r t i e s f o r b o t h t h e Co a l 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 . 

MR. KELLAHIN: We t e n d e r Mr. C l o s e as an 

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

EXAMINER STOGNER: Dr. C l o s e i s so 

q u a l i f i e d . I'm assuming t h a t ' s y o u r t i t l e ? 

THE WITNESS: Yes, s i r . 

Q. (BY MR. KELLAHIN) L e t ' s f i n d t h e g e o l o g i c 

d i s p l a y s , and I ' l l l e a v e i t t o you t o f i n d an e x h i b i t 

book t h a t i l l u s t r a t e s t h e g e o l o g y . We have been 

u s i n g 918. Does t h a t work? 

A. T h a t w o u l d be q u i t e f i n e . 

Q. L e t ' s t u r n t o t h e i n f o r m a t i o n b e h i n d 

E x h i b i t t a b No. 4. I m i s s p o k e . I t h o u g h t t h e r e was 

a p u l l - o u t h e r e somewhere. No, I'm r i g h t , E x h i b i t 

4. What a r e we l o o k i n g a t i n each o f t h e e x h i b i t 

books when we t u r n t o t h e g e o l o g i c i n f o r m a t i o n ? 

A. You a r e l o o k i n g a t a t y p e l o g f o r each o f 

t h e s u b j e c t w e l l s . You a r e l o o k i n g a t t h e d e p t h s 

w i t h r e s p e c t t o t h e r o c k t y p e s . The 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 F r u i t l a n d f o r m a t i o n a r e l a b e l e d 
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w i t h r e s p e c t t o d e p t h , and t h e C o a l i s a l s o 

s p e c i f i c a l l y marked w i t h r e s p e c t t o each o f t h o s e 

t y p e l o g s f o r each w e l l . 

Q. As t o t h e r e c o m p l e t i o n s , we're d e a l i n g 

w i t h e x i s t i n g PC w e l l s , do you see, as a g e o l o g i s t , 

any a d d i t i o n a l o p p o r t u n i t y i n t h o s e PC w e l l s t o add 

PC r e s e r v e s o t h e r t h a n what c u r r e n t l y e x i s t s ? 

A. No, s i r . 

Q. The o p p o r t u n i t y f o r t h e F r u i t l a n d C oal f o r 

each o f t h e r e c o m p l e t i o n s , i s t h i s t h e b e s t method 

and t h e l o c a t i o n w i t h i n each s e c t i o n t o add t h e 

F r u i t l a n d C oal t o t h e s e w e l l s ? 

A. Yes, i t i s . 

Q. G e o l o g i c a l l y , w h a t ' s y o u r sense o f t h e 

p r o j e c t ? Why a r e we d o i n g t h i s f r o m a g e o l o g i c p o i n t 

o f v i e w ? 

A. You a r e t r y i n g t o access r e s e r v e s t h a t 

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

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

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

a r e n o t g o i n g t o s u p p o r t a d d i t i o n a l PC w e l l s ? 

A. Yes, s i r , we a r e . 

Q. So we need t o f i n d a way t o p r o l o n g t h e 

l i f e o f t h e e x i s t i n g PC w e l l s ? 
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A. T h a t i s c o r r e c t . 

Q. The o p p o r t u n i t y t o do t h a t i s b e s t 

a c h i e v e d by a d d i n g t h e F r u i t l a n d C oal gas? 

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

t o t h e new d r i l l , s l i g h t l y d i f f e r e n t c o n c e r n and 

q u e s t i o n s t h e r e . L e t ' s l o o k a t 920, e x h i b i t t a b 4. 

We've g o t a F r u i t l a n d Coal i s o p a c h o r a t l e a s t a 

p o r t i o n o f one. Are you w i t h me? 

A. Yes, s i r . 

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

i n s o f a r as t h e s p e c i f i c s o f S e c t i o n 27 a r e 

c o n c e r n e d . 

A. Don't you mean S e c t i o n 30? 

Q. I'm s o r r y , i t ' s Township 27, S e c t i o n 30. 

A. You a r e l o o k i n g a t a map o f t h e Co a l t h a t 

can be i d e n t i f i e d t h r o u g h o u t t h e e n t i r e F r u i t l a n d 

f o r m a t i o n and we have so p l o t t e d t h a t d a t a w i t h 

r e s p e c t t o l o c a t i o n on t h i s map, w h i c h i s r e p r o d u c e d 

f r o m a r e g i o n a l map o f t h e F r u i t l a n d C o a l p l a y i n 

t h i s a r e a o f t h e San Juan B a s i n . 

Q. I s t h e r e s u f f i c i e n t c o a l t h i c k n e s s , i n 

y o u r o p i n i o n , t o cause a w e l l t o be d r i l l e d as a 

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

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

Q. We have c o a l p r e s e n t t h e r e , and t h e r e f o r e 

I b e l i e v e i t t o c o n t a i n gas t h a t m i g h t be p r o d u c e d i n 

t h i s f a s h i o n ? 

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

Q. D e s c r i b e f o r us g e o l o g i c a l l y why M e r i d i a n 

has chosen t h e n o r t h w e s t q u a r t e r o f S e c t i o n 30 as 

opposed t o one o f t h e o t h e r q u a r t e r s e c t i o n s . 

A. One o f t h e key r e a s o n s i s such t h a t you 

have t h e s u b s u r f a c e c o n t r o l i n w h i c h t h e c o a l can be 

i d e n t i f i e d w i t h r e s p e c t t o d e p t h and t h i c k n e s s . 

For example, as i s shown i n t h e t y p e l o g 

b e h i n d E x h i b i t 5, t h e second page, one can i d e n t i f y 

t wo m ain benches o f c o a l i n t h e F r u i t l a n d f o r m a t i o n 

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

Q. As a g e o l o g i s t , do you c o n c u r w i t h t h e 

u l t i m a t e c o n c l u s i o n t h a t i n each o f t h e s e i n s t a n c e s , 

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

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

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

A. Yes, s i r , I do. 

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. C l o s e f o r e x h i b i t book 918, 919, 

and 9 2 1 . H i s e x h i b i t s a r e f o u n d b e h i n d t a b No. 4 i n 

e x h i b i t book 920, h i s e x h i b i t s a r e f o u n d b e h i n d 4 and 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Mexi c o 85704-9262 
(505) 984-2244 FAX: 984-2092 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

2 3 

24 

25 

48 

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

EXAMINER STOGNER: A l l t h e p r e v i o u s l y 

m e n t i o n e d e x h i b i t s 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 . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I n r e f e r r i n g t o o r l o o k i n g a t E x h i b i t No. 

4 i n Case 920, I'm l o o k i n g a t t h e f i r s t map. I want 

t o make s u r e I g e t t h i s s t r a i g h t , t h e l o c a t i o n up 

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

i s a t t h e edge o f a s m a l l pond t h a t i s up i n t h e 

upp e r s e c t i o n t o t h e n o r t h . 

Do you want t o k i n d o f h e l p me t h r o u g h 

w i t h what I'm l o o k i n g a t h e r e ? I s t h a t a d d i t i o n a l 

c o a l ? I s i t t h i c k e r c o a l o r more p e r m e a b l e c o a l ? 

A. You're l o o k i n g o n l y a t c o a l t h i c k n e s s 

h e r e . And t h e d a t a you see t h e r e w i t h i n t h a t pod, 

t h a t c i r c l e , so t o speak, t h e c o a l t h i c k n e s s i s 

b e l i e v e d t o i n c r e a s e as a f u n c t i o n o f l o g 

i n t e r p r e t a t i o n . So, t h e r e f o r e , t h a t ' s why you see a 

b u l l ' s eye o f i n c r e a s i n g c o a l t h i c k n e s s w i t h r e s p e c t 

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

Q. So t h a t ' s a f a c t o r i n t h i s l o c a t i o n ? 

A. Yes, such t h a t we have t h e s u b s u r f a c e 

c o n t r o l t o b e l i e v e t h a t we do have a d d i t i o n a l c o a l 
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t h i c k n e s s , t h a t i s c o r r e c t . 

Q. I s t h e r e a c o a l gas w e l l i n t h a t u p p e r 

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

A. I do n o t r e c a l l . I w o u l d have t o l o o k . 

Q. I can do t h a t . I j u s t --

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

Q. B u t you use a l o g i n t e r p r e t a t i o n f r o m t h e 

deeper P i c t u r e d C l i f f w e l l s , a r e u t i l i z e d t o come up 

w i t h t h a t t h i c k n e s s ; i s t h a t c o r r e c t ? 

A. T h a t i s c o r r e c t . T h ere i s a c o a l w e l l i n 

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

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

e l e c t r i c l o g s w i l l be measured o v e r t h e s h a l l o w e r 

f o r m a t i o n s , such as 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 , and t h o s e a r e where t h e d a t a came o r were 

o b t a i n e d f r o m . 

Q. On t h e r e c o m p l e t i o n s , I'm as s u m i n g t h a t 

t h e c o a l i n each i n s t a n c e has c a s i n g b e h i n d i t a t 

t h i s p o i n t ? 

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

Q. And w i l l j u s t t h e c o a l seams o r a r e t h e y 

i n d i c a t e d i n y o u r d i f f e r e n t e x h i b i t s , i s t h a t where 

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

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

Q. So as f a r as t h e F r u i t l a n d sand i n t e r v a l s 
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t h a t l i e i n betwee n , i f t h a t be t h e a d e q u a t e 

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

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

a l s o ? 

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

sand i s n o t o f i n t e r e s t . I t i s n o t b e l i e v e d t o be, 

based upon l o g i n t e r p r e t a t i o n , p r o d u c t i v e i n t h i s 

a r e a and w i l l n o t be p e r f o r a t e d . I n many c a s e s , i t 

i s n o t even p r e s e n t w i t h i n t h e c o a l packages o f 

i n t e r e s t i n t h e s e w e l l s . 

Q. I ' l l ask t h i s q u e s t i o n t o y o u , and i f i t ' s 

n o t y o u r a r e a , we can d e f e r i t t o t h e e n g i n e e r . W i l l 

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

t h e y be t r e a t e d i n any way f o r s t i m u l a t i o n ? 

A. They may -- i n t e r m s o f some t y p e o f f l u i d 

t h a t may be used t o b r e a k down t h e p e r f o r a t i o n s ? 

Q. Yes. F r a c t u r e s , o r w h a t e v e r t h e case may 

be? . 

A. A c i d may be used t o b r e a k down t h e 

p e r f o r a t i o n s , y e s . 

EXAMINER STOGNER: W i t h t h a t , Mr. 

K e l l a h i n , I have no o t h e r q u e s t i o n s a t t h i s t i m e . 

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. Examiner. 

EXAMINER STOGNER: Do you have a n y t h i n g 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Me x i c o 85704-9262 
(505) 984-2244 FAX: 984-2092 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0 

21 

22 

23 

24 

25 

51 

f u r t h e r i n t h i s m a t t e r o r t h e s e m a t t e r s ? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: Does anyone e l s e have 

a n y t h i n g f u r t h e r i n t h e s e f o u r cases? W i t h t h a t , 

I ' l l t a k e Case Nos. 10918 t h r o u g h 10921 u n d e r 

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

1:20. 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) s s . 

COUNTY OF SANTA FE ) 

I , Deborah O'Bine, C e r t i f i e d S h o r t h a n d 

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 

caused 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, F e b r u a r y 28, 

1994 . 

DEBORAH O'BINE 
CCR No. 63 

Oil Conservation Division 
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