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1 EXAMINER STOGNER: At t h i s t i m e I ' l l c a l l 

2 t h e n e x t c a s e , No. 10114. 

3 MR. STOVALL: A p p l i c a t i o n of M e r i d i a n O i l , 

4 I n c . , f o r an u n o r t h o d o x c o a l gas w e l l l o c a t i o n , San 

5 Juan C o u n t y , New M e x i c o . 

6 EXAMINER STOGNER: C a l l f o r a p p e a r a n c e s . 

7 MR. KELLAHIN: Mr. Exa m i n e r , I'm Tom 

8 K e l l a h i n o f t h e Santa Fe Law F i r m of K e l l a h i n , 

9 K e l l a h i n and A u b r e y , a p p e a r i n g on b e h a l f of M e r i d i a n 

10 O i l , I n c . 

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

12 appearances i n t h i s m a t t e r ? 

13 MR. KELLAHIN: Mr. Ex a m i n e r , t h i s case was 

14 o r i g i n a l l y r e f e r r e d back t o us f o r a h e a r i n g because 

15 of t h e D i v i s i o n ' s r e q u e s t t o have n o t o n l y M e r i d i a n ' s 

16 t e s t i m o n y b u t t o have a k n o w l e d g e a b l e r e p r e s e n t a t i v e 

17 of t h e Bureau of Land Management appear and t o have 

18 t h e o p p o r t u n i t y t o d i s c u s s w i t h t h e Examiner t h e 

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

20 a p p l i c a t i o n f o r an u n o r t h o d o x l o c a t i o n . 

21 W i t h M e r i d i a n ' s a s s i s t a n c e , we have asked 

22 t h e Bureau o f Land Management t o p r o v i d e such an 

23 i n d i v i d u a l . And I must a p o l o g i z e , I'm n o t s u r e w h i c h 

24 one of them i s - here t o d a y . I know t h e r e a r e s e v e r a l 

25 r e p r e s e n t a t i v e s of t h e BLM. I'm n o t s u r e w h i c h one i s 
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1 here s p e c i f i c a l l y t o t a l k about t h i s p a r t i c u l a r 

2 s e c t i o n , but they might want t o make t h e i r appearance 

3 known at t h i s t i m e . 

4 EXAMINER STOGNER: Would you please do 

5 t h a t ? Who i s here r e p r e s e n t i n g the Bureau of Land 

6 Management? 

7 MR. ELLSWORTH: Don E l l s w o r t h . 

8 MR. STOVALL: Are you going t o t e s t i f y , Mr. 

9 E l l s w o r t h ? I s t h a t the plan? 

10 MR. ELLSWORTH: Yes. 

11 MR. STOVALL: Okay. 

12 MR. KELLAHIN: As a mechanism t o put the 

13 case on, Mr. Examiner, what I propose t o do i s c a l l 

14 Mr. Alexander f i r s t . He's a landman. The n o t i c e of 

15 h e a r i n g , the p r e h e a r i n g statement we f i l e d , l i s t s our 

16 petroleum engineer second, Mr. Bauer, and Mr. Neale 

17 Edwards i s a surveyor f o r M e r i d i a n . Then f i n a l l y I 

18 have l i s t e d Mr. E l l s w o r t h and he i s o b v i o u s l y 

19 a v a i l a b l e today. I w i l l ask him the d i r e c t q u e s t i o n s , 

20 i f t h a t ' s a l l r i g h t , and lead us i n t o the d i s c u s s i o n 

21 of the topography, p a r t i c u l a r l y around t h i s campground 

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

23 MR. STOVALL: I t h i n k t h a t ' s p r o b a b l y t h e 

24 most convenient and e f f e c t i v e way t o do i t . 

25 EXAMINER STOGNER: A l l r i g h t , thank you, 
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1 Mr. K e l l a h i n . 

2 W i l l the witn e s s e s please stand t o be 

3 sworn, everyone. 

4 ALAN ALEXANDER 

5 the w i t n e s s h e r e i n , a f t e r having been f i r s t d u l y sworn 

6 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 : 

7 EXAMINATION 

8 BY MR. KELLAHIN: 

9 Q. Mr. Alexander, would you please s t a t e your 

10 name and occupation? 

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

12 employed as a se n i o r land a d v i s o r w i t h M e r i d i a n O i l , 

13 I n c . , i n t h e i r F armington, New Mexico, o f f i c e . 

14 Q. I s i t p a r t of your r e s p o n s i b i l i t i e s t o your 

15 company as a landman t o o b t a i n the necessary 

16 a d m i n i s t r a t i v e and r e g u l a t o r y o r d ers f o r these coal 

17 gas w e l l s i n Rio A r r i b a County, New Mexico, and i n 

18 p a r t i c u l a r the unorthodox c o a l gas w e l l l o c a t i o n 

19 t h a t ' s requested today? 

20 A. I t i s . 

21 Q. Are you knowledgeable about the ownership 

22 of t h i s working i n t e r e s t and r o y a l t y f o r the spacing 

23 u n i t and knowledgeable about the d e a l i n g s w i t h t h e 

24 Bureau of Land Management concerning the surface? 

2 5 A. I am. 
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1 MR. KELLAHIN: We tender Mr. Alexander as 

2 an exp e r t petroleum landman. 

3 EXAMINER STOGNER: Mr. Alexander i s so 

4 q u a l i f i e d . 

5 Q. Mr. Alexander, l e t me have you t u r n t o t h e 

6 e x h i b i t book and l e t ' s s i mply commence by having you 

7 i d e n t i f y the i n f o r m a t i o n behind E x h i b i t No. 1. 

8 A. What we have placed behind E x h i b i t No. 1 is 

9 a copy of the a p p l i c a t i o n t h a t we have f i l e d w i t h t h e 

10 Commission. I t c o n s i s t s of s e v e r a l p a r t s . This i s 

11 the f i r s t amended a p p l i c a t i o n t h a t we are showing 

12 today. We had a p r i o r a p p l i c a t i o n t h a t we had some 

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

14 w i t h . 

15 Q. And t h a t had t o do w i t h how t h e o r i e n t a t i o n 

16 of the spacing u n i t s were e s t a b l i s h e d f o r S e c t i o n 26? 

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

18 Q. We'll come back t o t h a t i n j u s t a moment. 

19 Go ahead . 

20 A. A l l r i g h t . Behind the a p p l i c a t i o n you w i l l 

21 see a copy of the New Mexico C-102 p l a t showing t h e 

22 spacing u n i t and the footage of the w e l l . 

23 Q. Le t ' s take a minute on t h a t one. The 

24 proposed spacing u n i t f o r the coal gas w e l l i s what 

25 p o r t i o n of t h i s s e c t i o n , Mr. Alexander? 
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1 A. I t c o n s i s t s of the n o r t h h a l f of Se c t i o n 

2 26, of 27 No r t h , 10 West. 

3 Q. And the south h a l f of t h i s s e c t i o n i s 

4 alr e a d y d e d i c a t e d t o a c u r r e n t l y producing coal gas 

5 w e l l ? 

6 A. That i s cor r e e t . 

7 Q. What i s the proposed l o c a t i o n f o r t h i s 

8 F r o s t 500 w e l l ? 

9 A . The c u r r e n t proposed l o c a t i o n i s 790 f e e t 

10 from the east l i n e and 2510 f e e t from t h e n o r t h l i n e 

11 Q. I n terms of the r u l e s f o r the Basin Coal 

12 Gas Pool , the w e l l i s i n the c o r r e c t q u a r t e r s e c t i o n 

13 i s i t not? 

14 A. I t i s . 

15 Q. But i t i s too clo s e t o the south boundary 

16 of t h a t spacing u n i t ? 

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

18 Q. What i s the footage d i s t a n c e t o the south 

19 boundary? 

20 A. I haven't c a l c u l a t e d here, but i t ' s the 

21 d i f f e r e n c e between 2510 f e e t and 2640 f e e t . 

22 Q. About 130 f e e t , i s n ' t i t ? 

23 A . 130 f e e t , a l l r i g h t . Yes. 

24 Q. Describe f o r us the next d i s p l a y . 

25 A. Behind the C-102 form i s a copy of a 
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1 t o p o g r a p h i c map. There i s a b e t t e r copy a v a i l a b l e 

2 l a t e r i n the e x h i b i t , and w e ' l l r e f e r t o t h a t i n s t e a d 

3 of t h i s map. As E x h i b i t C, we have the o n l y o f f s e t 

4 opera t o r t h a t ' s i n v o l v e d i n t h i s case being Amoco 

5 P r o d u c t i o n Company, who was n o t i f i e d . 

6 Q. Le t ' s t u r n now, having completed t h e 

7 i n f o r m a t i o n on the a p p l i c a t i o n , l e t ' s go t o the 

8 documents behind e x h i b i t tab No. 2. 

9 A. Behind E x h i b i t No. 2 we've d i s p l a y e d the 

10 o f f s e t o p e r a t o r p l a t f o r t h i s w e l l , showing t h a t Amoco 

11 P r o d u c t i o n Company i s the o n l y o f f s e t o p e r a t o r . They 

12 are o f f s e t t o the n o r t h and t o the n o r t h e a s t . And 

13 behind the o f f s e t o p e r a t o r p l a t we have a land p l a t 

14 which a g a i n s t d e s c r i b e s the spacing u n i t , shows the 

15 o u t l i n e s of the leases s u r r o u n d i n g t h i s a p p l i c a t i o n , 

16 and i t a l s o shows the e x i s t i n g w e l l s i n t h e immediate 

17 area. There i s a legend at the bottom of t h a t map so 

18 t h a t you can t e l l which of the w e l l symbols are 

19 F r u i t l a n d Coal w e l l s . 

20 Q. Have you s a t i s f i e d y o u r s e l f t h a t i n s o f a r as 

21 S e c t i o n 26 i s concerned, t h a t you have i d e n t i f i e d f o r 

22 us the approximate l o c a t i o n and the type of w e l l f o r 

23 each of the w e l l s d r i l l e d i n Sec t i o n 26? 

24 A. Yes. 

25 Q. So t h a t i s an accurate i n v e n t o r y , t h e n , of 
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1 the d i f f e r e n t k i n d s of w e l l s w i t h i n t h e s e c t i o n ? 

2 A. Yes, s i r , i t i s . 

3 Q. When we look at the n o r t h e a s t q u a r t e r of 

4 Se c t i o n 26, i n a d d i t i o n t o the l o c a t i o n spot t h e r e 

5 a p p a r e n t l y , at some p o i n t i n t i m e , are two o t h e r w e l l s 

6 i n t h a t n o r t h e a s t q u a r t e r ? 

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

8 Q. I d e n t i f y the types of w e l l s t h a t are shown 

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

10 A. The w e l l shown as the #1 w e l l t h e r e i s t h e 

11 F r o s t #1 w e l l . I t ' s shown t o b e - - i t ' s a l i t t l e hard 

12 t o see, but i t i s a plugged and abandoned w e l l and i t 

13 i s the c i r c l e w i t h the spikes running out from i t . 

14 The square symbol--

15 Q. A l l r i g h t . The c i r c l e w i t h the spikes out 

16 from i t , the #1, t h a t was a w e l l t o what f o r m a t i o n ? 

17 A. That would be t o the P i c t u r e d C l i f f s 

18 Formation. 

19 Q. Does t h a t s t i l l produce from the P i c t u r e d 

20 C l i f f s ? 

21 A. No, I b e l i e v e t h a t w e l l i s plugged and 

22 abandoned a t t h i s p o i n t i n t i m e . 

23 Q. A l l r i g h t . Just t o the east of t h a t , a l s o 

24 w i t h i n the same q u a r t e r s e c t i o n , i s the 1-E? 

25 A. That i s c o r r e c t . 
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1 Q. I t ' s a gas w e l l symbol i n a box? 

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

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

4 A. I t r e p r e s e n t s the Dakota f o r m a t i o n . 

5 Q. To your knowledge, what i s the s t a t u s of 

6 t h a t w e l l ? 

7 A. To my knowledge, i t i s s t i l l p r o d u c i n g . 

8 Q. A l l r i g h t . L e t ' s go, t h e n , t o th e 

9 i n f o r m a t i o n behind E x h i b i t No. 3. 

10 A. Behind E x h i b i t No. 3 we have i n c l u d e d a 

11 more readable form of the New Mexico Conser v a t i o n 

12 D i v i s i o n C-102 form, which i s the p l a t f o r t h i s w e l l 

13 again , and then behind t h a t we have a chronology of 

14 events s u r r o u n d i n g t h i s w e l l and our attempts t o 

15 o b t a i n an a p p r o p r i a t e l o c a t i o n f o r i t . And behind 

16 t h a t chronology of events we have a more readable 

17 t opog raph i c map w i t h o t h e r d e t a i l s d e s c r i b e d on t h a t 

18 t opog r aph i c map . 

19 Q. As of today, Mr. Alexander, t o th e best of 

20 your knowledge, have you found a l o c a t i o n f o r t h i s 

21 w e l l , the requested l o c a t i o n , 790 from the east 

22 boundary and 2510 from the n o r t h boundary? I s t h a t a 

23 staked l o c a t i o n f o r which i t meets a l l the c r i t e r i a of 

24 the BLM f o r surface use? 

25 A. That i s c o r r e c t . 
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1 Q. And t h a t , t o your knowledge, i s the o n l y 

2 l o c a t i o n you have been able t o o b t a i n t h a t approval 

3 f o r i n the n o r t h h a l f of 26 f o r a coa l gas w e l l ? 

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

5 MR. KELLAHIN: That concludes my 

6 examination of Mr. Alexander, Mr. Stogner. We would 

7 move the i n t r o d u c t i o n of the documents shown behind 

8 E x h i b i t s 1 , 2 and 3. 

9 EXAMINER STOGNER: E x h i b i t s 1 , 2 and 3 w i l l 

10 be ad m i t t e d i n t o evidence. 

11 EXAMINATION 

12 BY EXAMINER STOGNER: 

13 Q. On E x h i b i t No. 2, the second page, are a l l 

14 the coa l gas w e l l s l i s t e d on t h i s p l a t t h a t ' s i n t h i s 

15 area of the map? 

16 A. Yes, s i r , they are supposed t o be. Our 

17 draftsmen keep up w i t h the w e l l s i n the area and I'm 

18 t o l d t h i s i s a c u r r e n t r e p r e s e n t a t i o n of the w e l l s . 

19 We do have plans f o r two a d d i t i o n a l w e l l s i n S e c t i o n 

20 25 t h a t are c u r r e n t l y on our budget t h i s year, but 

21 they have not reached the p o i n t of development y e t . 

22 Q. I count f i v e of them. I s t h a t what you 

23 have? 

24 A. I b e l i e v e t h a t ' s c o r r e c t . You're c o u n t i n g 

25 a l l of the o f f s e t s e c t i o n s ? 
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1 Q. Yes. I'm c o u n t i n g e v e r y t h i n g w i t h i n t h e 

2 map area. 

3 A. They are the t r i a n g l e shaped symbols, i f I 

4 d i d n ' t make t h a t c l e a r b e f o r e . 

5 EXAMINER STOGNER: I don't t h i n k I have any 

6 more q u e s t i o n s of Mr. Alexander. I may l a t e r on, Mr. 

7 K e l l a h i n . 

8 MR. KELLAHIN: A l l r i g h t , s i r . Thank you. 

9 I would l i k e t o c a l l Mr. E r i c Bauer, a 

10 petroleum engineer w i t h M e r i d i a n , Mr. Examiner. 

11 ERIC BAUER 

12 the w i t n e s s h e r e i n , a f t e r having been f i r s t d u l y sworn 

13 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 : 

14 EXAMINATION 

15 BY MR. KELLAHIN: 

16 Q. Mr. Bauer, would you please s t a t e your name 

17 and occupation? 

18 A. My name i s E r i c Bauer and I'm a r e s e r v o i r 

19 engineer f o r M e r i d i a n O i l i n Farmington, New Mexico. 

20 Q. Mr. Bauer, on p r i o r occasions have you 

21 t e s t i f i e d as a r e s e r v o i r engineer? 

22 A. No, I have n o t . 

23 Q. Summarize f o r us your e d u c a t i o n a l 

24 background. 

25 A. I graduated December 1989 w i t h a Bachelor 
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1 of Science i n petroleum e n g i n e e r i n g from the Colorado 

2 School of Mines. 

3 Q. Subsequent t o g r a d u a t i o n , d e s c r i b e f o r us 

4 your employment as a r e s e r v o i r e n g i n e e r . 

5 A. I worked one summer f o r U n i c a l up i n 

6 Casper, Wyoming, as a r e s e r v o i r e n gineer. 

7 Q. A s a r e s e r v o i r e n g i n e e r , have you performed 

8 c e r t a i n c a l c u l a t i o n s and reviewed c e r t a i n d a t a w i t h 

9 w i t h regards t o t h i s a p p l i c a t i o n ? 

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

11 Q. Let me ask you t o t u r n t o the i n f o r m a t i o n 

12 shown behind E x h i b i t No. 4. The work you have 

13 performed i n v o l v e s the e x h i b i t s shown behind E x h i b i t 4 

14 as w e l l as E x h i b i t 5? 

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

16 Q. Were you asked t o make an economic 

17 i n v e s t i g a t i o n , as a r e s e r v o i r e n g i n e e r , t o determine 

18 whether or n o t , f o r the n o r t h h a l f of Se c t i o n 12, you 

19 co u l d determine the economics f o r a v e r t i c a l w e l l 

20 versus a d i r e c t i o n a l l y d r i l l e d w e l l from t h i s proposed 

21 s u r f a c e l o c a t i o n t o a standard bottom-hole l o c a t i o n 

22 d i r e c t i o n a l l y ? 

23 A. I b e l i e v e t h a t ' s i n c o r r e c t . I t was S e c t i o n 

24 26 . 

25 Q. A l l r i g h t . S e c t i o n 26--
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1 A. But, yes. 

2 Q. --t h e procedure was t h a t ? You were asked 

3 t h a t task? 

4 A. Yes. 

5 Q. W i t h i n 26, t h e n , were you able t o s a t i s f y 

6 y o u r s e l f on some e n g i n e e r i n g b a s i s of the volume of 

7 gas i n the n o r t h h a l f of 26 from which you make your 

8 c a l c u l a t i o n s ? 

9 A. Yes, I was. 

10 Q. What method d i d you apply? 

11 A. V o l u m e t r i c s . 

12 Q. I n a p p l y i n g a v o l u m e t r i c method, what 

13 g e o l o g i c i n f o r m a t i o n d i d you u t i l i z e t o a s s i s t you i n 

14 d e t e r m i n i n g t h a t volume? 

15 A. Okay. Under E x h i b i t 4 I used a net coal 

16 isopach map and took the average f o r t h e n o r t h h a l f , 

17 d e d i c a t e d 320, which i n c i d e n t a l l y came out t o be 32 

18 f e e t . 

19 Q. A l l r i g h t . Summarize f o r us g e n e r a l l y t h e 

20 methods you used t o o b t a i n your v o l u m e t r i c 

21 c a l c u l a t i o n . 

22 A. G e n e r a l l y we use the net coal t h i c k n e s s 

23 shown here i n E x h i b i t 4. We would a l s o use a 

24 d e s o r p t i o n f i g u r e which we g e n e r a l l y get from gas 

25 c u t t i n g s of o f f s e t t i n g w e l l s . We would use recovery 
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1 f a c t o r s of 320-acre spacing and a d e n s i t y of c o a l . 

2 Q. I n having run t h r o u g h the c a l c u l a t i o n , 

3 t h e n , you have an amount of re c o v e r a b l e gas from t h i s 

4 f o r m a t i o n t h a t y o u ' l l a l l o c a t e t o th e n o r t h h a l f of 

5 S e c t i o n 26? 

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

7 Q. Were you al s o p r o v i d e d w i t h t he economics 

8 f o r a v e r t i c a l w e l l versus a d i r e c t i o n a l l y d r i l l e d 

9 w e l l ? 

10 A. Yes, I was. 

11 Q. Let' s t u r n t o the i n f o r m a t i o n behind 

12 E x h i b i t No. 5 and look at the f i r s t page of those 

13 documents. What does t h a t show? 

14 A. This i s comparing a v e r t i c a l w e l l b o r e on 

15 the t o p and a d i r e c t i o n a l w e l l b o r e on the bottom. The 

16 c o s t s are s p l i t out i n d r i l l i n g , c o m p l e t i o n and 

17 f a c i l i t i e s , and t h e r e ' s a t o t a l i n the r i g h t - h a n d 

18 p o r t i o n of each s e c t i o n . 

19 Q. So, when we take the economics or the c o s t , 

20 i f you w i l l , of a v e r t i c a l w e l l at the proposed 

21 unorthodox l o c a t i o n , i t ' s s l i g h t l y i n excess of 

22 $300,000? 

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

24 Q. And i f we use what the d r i l l i n g engineers 

25 g i v e you f o r a d i r e c t i o n a l l y d r i l l e d w e l l at t h e 
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1 proposed s u r f a c e l o c a t i o n t o the nearest standard 

2 bottom-hole l o c a t i o n , you get the $457,000 number? 

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

4 Q. That's an approximate d i f f e r e n c e o f , what, 

5 $150,000? 

6 A. R i g h t . 

7 Q. A l l r i g h t . L e t ' s go behind t h a t t a b . What 

8 i s the next d i s p l a y ? 

9 A. The next page i s the d r i l l i n g c o s t e s t i m a t e 

10 f o r the v e r t i c a l w e l l b o r e . 

11 Q. This i s the i t e m i z e d c o s t , t h e n , t o show 

12 where the summary sheet came from f o r t h e v e r t i c a l 

13 w e l l ? 

14 A. Yes, i t i s , f o r the d r i l l i n g p o r t i o n . 

15 Q. When we look at the d r i l l i n g p o r t i o n f o r 

16 the d i r e c t i o n a l d r i l l , do you have an i t e m i z e d 

17 e s t i m a t e f o r t h a t ? 

18 A. Yes, I do, and t h a t i s the next page. 

19 Q. Okay. What d i d you do, t h e n , as a 

20 r e s e r v o i r e n g i n e e r , t o analyze the economics and come 

21 t o some c o n c l u s i o n about whether or not i t was 

22 economic t o d i r e c t i o n a l l y d r i l l t h i s w e l l ? 

23 A. What I d i d i s I came up w i t h a p r o d u c t i o n 

24 p r o f i l e f o r t h i s w e l l , an amount of r e s e r v e s , ran 

25 economics based on the cost e s t i m a t e s provided t o me, 
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1 and I have those r e s u l t s shown on the l a s t p o r t i o n of 

2 E x h i b i t 5 — o r middle p o r t i o n , excuse me. 

3 Q. The next d i s p l a y I have runs h o r i z o n t a l l y 

4 on the page? 

5 A. C o r r e c t . 

6 Q. And i t shows the economic cases w i t h about 

7 four or f i v e d i f f e r e n t assumptions? 

8 A. R i g h t . 

9 Q. F i r s t of a l l , b e f o r e we di s c u s s your 

10 c o n c l u s i o n s , s i m p l y t e l l me how t o read and understand 

11 the d i s p l a y . 

12 A. F i r s t of a l l we have the v e r t i c a l case 

13 s t a r t i n g on the l e f t - h a n d p o r t i o n and extending on t h e 

14 t o p row of the t a b u l a t i o n . Next we have t h r e e cases 

15 below f o r the d i r e c t i o n a l h o l e , and then t h e f i n a l row 

16 i s the d i r e c t i o n a l r i s k c o n s o l i d a t i o n , which i s a 

17 c o n s o l i d a t i o n of the t h r e e cases f o r the d i r e c t i o n a l 

18 h o l e , based at d i f f e r e n t p r o b a b i l i t y of occurrences. 

19 Q. When you go th r o u g h the a n a l y s i s and get t o 

20 the c o n c l u s i o n s on the f a r r i g h t margin of the 

21 d i s p l a y , what do your economic c o n c l u s i o n s t e l l you i n 

22 terms of the r i s k net present value of d o l l a r s f o r a 

23 v e r t i c a l hole? 

24 A. That we w i l l make $91,000 net p r e s e n t value 

25 d i s c o u n t . 
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1 Q. Under the assumption t h a t t h e r e i s a 

2 t r o u b l e - f r e e or r i s k - f r e e d i r e c t i o n a l l y d r i l l e d w e l l 

3 and t h e r e are no m o d i f i c a t i o n s necessary because of 

4 those c o n t i n g e n c i e s , what do your economics t e l l you 

5 as a c o n c l u s i o n i f the D i v i s i o n r e q u i r e s you t o 

6 d i r e c t i o n a l l y d r i l l the w e l l t o a standard bottom-hole 

7 l o c a t i o n ? 

8 A. That we w i l l lose a p p r o x i m a t e l y $26,000. 

9 Q. And t h a t presumes no d i f f i c u l t y and no l o s t 

10 time and no l o s t w e l l b o r e ? 

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

12 Q. To assess those c o n t i n g e n c i e s , have you 

13 a s s i m i l a t e d i n f o r m a t i o n by which t o draw an a n a l y s i s 

14 of the range of r i s k s t o apply t o the d i r e c t i o n a l l y 

15 d r i l l i n g a n a l y s i s ? 

16 A. Yes, I have. That i s shown on the next 

17 page of E x h i b i t 5. 

18 Q. I t ' s a document e n t i t l e d "Trouble Time 

19 Documentation"? 

20 A. Cor r e e t . 

21 Q. Without reading i t t o us, d e s c r i b e f o r us 

22 what you were d o i n g . 

23 A. B a s i c a l l y I was t a k i n g the d i r e c t i o n a l 

24 w e l l s t h a t we have d r i l l e d i n t o t h e F r u i t l a n d Coal and 

25 coming up w i t h the amount of t r o u b l e time t h a t i t has 
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1 a c t u a l l y taken us t o do those w e l l s . I n a d d i t i o n , I 

2 have one w e l l at the bottom, which i s a Mesaverde 

3 w e l l , a l s o d i r e c t i o n a l , t o show t h a t t h e r e ' s a 

4 p o s s i b i l i t y of coming up w i t h a hundred-percent 

5 t r o u b l e time case. And t h i s i s from M e r i d i a n ' s 

6 experience i n d i r e c t i o n a l w e l l b o r e s . 

7 Q. I f we get a hundred-percent t r o u b l e time 

8 case, what does t h a t mean? 

9 A. That means t h a t you spend r o u g h l y two times 

10 the amount of a l l o t t e d time f o r the w e l l . For 

11 i n s t a n c e , i f i t was supposed t o take 10 days, now i t 

12 would take a p p r o x i m a t e l y 20 days. 

13 Q. Does t h a t a n a l y s i s add a d o l l a r amount f o r 

14 any oth e r item other than the charge f o r t h e 

15 a d d i t i o n a l days? 

16 A. For items l i k e mud, f o r items l i k e b i t s and 

17 t h i n g s l i k e t h a t , which would be i n c u r r e d on a time 

18 b a s i s f o r the d i r e c t i o n a l w e l l , those c o s t s w i l l be 

19 i n c r e a s e d . 

20 Q. I f you get t o a s i t u a t i o n i n t h i s w e l l 

21 where you have a hundred-percent t r o u b l e t i m e , you 

22 have doubled the amount of time a l l o t t e d f o r t h e 

23 d i r e c t i o n a l d r i l l i n g of the w e l l ? 

24 A. C o r r e c t . 

25 Q. I f t h a t o c c u r s , what does your economic 
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- a l y s i s show you i n terms of the r i s k net pre s e n t 

2 value of t h a t e f f o r t ? 

3 A. That we would lose $181,000. 

4 Q. You can't a f f o r d t o do t h a t , can you? 

5 A. No, we cannot. 

6 Q. I f i n s t e a d of a hundred-pereent t r o u b l e 

7 time you have o n l y 50 per c e n t t r o u b l e time? 

8 A. We would t h e r e f o r e l o s e a p p r o x i m a t e l y 

9 $116,000. 

10 Q. And i f t h e r e ' s no t r o u b l e t i m e , you're 

11 s t i l l l o o k i n g at a net loss? 

12 A. A net l o s s of $26,000. 

13 Q. I n c o n c l u s i o n , Mr. Bauer, i s t h i s a 

14 w e l l b o r e t h a t you can d i r e c t i o n a l l y d r i l l and 

15 e c o n o m i c a l l y undertake t h a t type of o p e r a t i o n ? 

16 A. No, we cannot. 

17 MR. KELLAHIN: That concludes my 

18 examination of Mr. Bauer, Mr. Examiner. We would move 

19 the i n t r o d u c t i o n of E x h i b i t s 4 and 5. 

20 EXAMINER STOGNER: E x h i b i t s 4 and 5 w i l l be 

21 a d m i t t e d i n t o evidence. 

22 EXAMINATION 

23 BY EXAMINER STOGNER: 

24 Q. Mr. Bauer, I'm l o o k i n g a t both of the 

25 d r i l l i n g w e l l cost e s t i m a t e s . This i s f o r t he same 
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1 w e l l , one d i r e c t i o n a l , the other as i t i s proposed 

2 today? 

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

4 Q. Were these prepared at the same time? 

5 A. Yes, they were. They were prepared on 

6 Augu s t 13 t h of 90 . 

7 Q. I'm comparing the two here. Help me get 

8 e v e r y t h i n g u n d e r s t o o d . I n t a n g i b l e d r i l l i n g c o s t s , we 

9 go down, e n v i r o n m e n t a l s t u d i e s i s the same, as 

10 $1,000. 

11 L o c a t i o n and road c o n s t r u c t i o n , Item No. 2 

12 f o r the s t r a i g h t w e l l , $7,500, and f o r your 

13 d i r e c t i o n a l w e l l i t ' s $15,000. What's the d i s c r e p a n c y 

14 t h e r e ? 

15 A. R e a l l y I a m — t h i s i s out of my area of 

16 e x p e r t i s e as t o get i n t o a d r i l l i n g c o st e s t i m a t e . 

17 Q. Aren't you t e s t i f y i n g t o these costs? 

18 MR. KELLAHIN: W e l l , perhaps I d i d n ' t make 

19 i t c l e a r , Mr. Examiner. Mr. Bauer was the engineer 

20 t h a t was pr o v i d e d w i t h the two separate AFEs. Mr. 

21 Boone prepared them and he's not a v a i l a b l e t o me 

22 today, and u n f o r t u n a t e l y I was not able t o b r i n g him. 

23 Mr. Bauer assumed t h a t these w e l l c o s t s 

24 were r e l i a b l e and he d i d the economic a n a l y s i s from 

25 t h a t p o i n t . I'm c e r t a i n l y happy t o have him attempt 
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1 t o answer the q u e s t i o n s as best he can, but I want t o 

2 l e t you know t h a t he d i d n ' t a c t u a l l y prepare these 

3 AFEs. And i f t h e r e are q u e s t i o n s he can't answer, I 

4 would have t o ask you t o l e t me have time t o b r i n g 

5 down the d r i l l i n g engineer t h a t a c t u a l l y prepared t h e 

6 e s t i m a t e s , because I don't have him a v a i l a b l e today. 

7 MR. STOVALL: Mr. K e l l a h i n , based on your 

8 comments, I would recommend t h a t we not spend a l o t of 

9 time w i t h t h i s w i t n e s s going over something he doesn't 

10 know. The concern i s , t h e r e ' s a p r e t t y s u b s t a n t i a l 

11 d i f f e r e n c e - -

12 MR. KELLAHIN: Oh, t h e r e ' s no q u e s t i o n . 

13 MR. STOVALL: --perhaps not c o n s i s t e n t w i t h 

14 o t h e r d i r e c t i o n a l programs. Le t ' s get on w i t h t h i s 

15 case, and then w e ' l l determine or I ' l l recommend we 

16 determine what we do at the end, or we can take i t 

17 under advisement and co n s i d e r the weight of t h i s 

18 evidence a p p r o p r i a t e l y based upon what's a v a i l a b l e t o 

19 us. 

20 MR. KELLAHIN: I'm happy t o b r i n g down t h e 

21 d r i l l i n g engineer t h a t prepared them. U n f o r t u n a t e l y , 

22 I simply don't have him a v a i l a b l e t o me today, and 

23 perhaps I c o u l d , w i t h your p e r m i s s i o n , c o n t i n u e w i t h 

24 the p r e s e n t a t i o n , t h e n , of the witnesses t h a t are 

25 here, and i f i t ' s s t i l l of a concern, t h e n , w e ' l l 
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1 b r i n g the gentleman down t o j u s t i f y the AFEs. 

2 MR. STOVALL: I t h i n k t h a t makes sense at 

3 the moment. And w e ' l l determine a t the c o n c l u s i o n of 

4 the h e a r i n g whether t o do t h a t or j u s t take i t under 

5 adv i sement. 

6 EXAMINATION RESUMED 

7 BY EXAMINER STOGNER: 

8 Q. I n the l a s t page of E x h i b i t 5, Trouble Time 

9 Documentation, are these M e r i d i a n w e l l s ? 

10 A. Yes, they a r e . 

11 Q. Are they a l l c o a l w e l l s ? 

12 A. No. The l a s t one, t h e Howell E #2R i s a 

13 Mesaverde w e l l . The top t h r e e , Sunray H Com #201, San 

14 Juan 32-5 #100 and San Juan 30-6 #404 are indeed 

15 i n s t e a d F r u i t l a n d Coal w e l l s . 

16 MR. STOVALL: Let me ask a f o l l o w - u p . 

17 EXAMINATION 

18 BY MR. STOVALL: 

19 Q. How many d i r e c t i o n a l l y d r i l l e d F r u i t l a n d 

20 Coal w e l l s has Me r i d i a n d r i l l e d ? 

21 A. Me r i d i a n has d r i l l e d t h r e e , t h e t o p t h r e e 

22 l i s t e d on t h i s page. 

23 Q. Those are the o n l y t h r e e d i r e c t i o n a l w e l l s 

24 you've d r i l l e d i n t h a t F r u i t l a n d Coal? 

25 A. D i r e c t i o n a l F r u i t l a n d Coal w e l l s , yes. 
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1 Q. So 100 percent of the d i r e c t i o n a l w e l l s 

2 have had problems, i s t h a t what you're saying? 

3 A. That i s cor r e e t . 

4 EXAMINATION RESUMED 

5 BY EXAMINER STOGNER: 

6 Q. Were any of these c l a s s i f i e d as h o r i z o n t a l 

7 or h i g h angle? 

8 A. I know t h a t some of these have been 

9 c l a s s i f i e d as hi g h a n g l e . I'm not sure which ones. 

10 Q. You don't know which ones? 

11 A. I'm not sure which ones. 

12 Q. So, r e a l l y , i t ' s not c o n v e n t i o n a l 

13 d i r e c t i o n a l d r i l l i n g i n what you're showing here on 

14 the t r o u b l e t i m e , and you don't know which ones are 

15 which? 

16 A. R i g h t . Again, t h a t i s out of my area. 

17 Q. And n a t u r a l l y h i g h angle and h o r i z o n t a l 

18 we 11s are going t o be more troublesome than a 

19 d i r e c t i o n a l d r i l l i n g , i n the sense of the standard i n 

20 which you 1 re — a n d i n t h i s case we're t a l k i n g about a 

21 d i r e c t i o n a l d r i l l i n g of 600 f e e t ? 

22 A. That i s p o s s i b l e . 

23 Q. On your E x h i b i t No. 4, your net coal 

24 isopach, what w e l l s d i d you use as your c o n t r o l ? 

25 A. I used the F r o s t #6 l o c a t e d i n S e c t i o n 27 
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1 i n the n o r t h e a s t q u a r t e r . I als o used t h a t as my type 

2 l o g . And I used the Graham #1 l o c a t e d i n t h e 

3 southwest q u a r t e r of Se c t i o n 26, which i s a F r u i t l a n d 

4 Coal r e c o m p l e t i o n . 

5 EXAMINER STOGNER: Mr. K e l l a h i n , do you 

6 have a w i t n e s s t h a t ' s going t o present any p r o d u c t i o n 

7 data and a c t u a l p r o d u c t i o n f i g u r e s t o s u b s t a n t i a t e the 

8 f i g u r e s t h a t you al s o put on E x h i b i t 5? 

9 MR. KELLAHIN: The r a t e of p r o d u c t i o n t h a t 

10 i s i n h e r e n t l y i n v o l v e d i n the l a s t d i s p l a y t a b u l a t i o n 

11 t o show you pay out? 

12 EXAMINER STOGNER: Yes. 

13 MR. KELLAHIN: I f Mr. Bauer i s not 

14 knowledgeable about t h a t , then I don't have a w i t n e s s 

15 t h a t can t a l k t o you about producing r a t e s . 

16 Q. (BY EXAMINER STOGNER) How d i d you get 

17 these f i g u r e s on the t h i r d page of E x h i b i t 5, as f a r 

18 as the pay back goes? 

19 A. I went and came up w i t h t h e p r o d u c t i o n 

20 p r o f i l e which i n c l u d e d an i n i t i a l p r o d u c t i o n r a t e . 

21 Q. Which was? 

22 A. Which was 325 Mcf a day based on o f f s e t 

23 p r o d u c t i o n . I can giv e you some examples of i n i t i a l 

24 r a t e s i n the area. 

25 Q. Okay. Do you want t o giv e them t o me? 
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1 A. Sure. I f we go up n o r t h and west i n t o t h e 

2 next s e c t i o n , you might see the T r i a n g l e Gordon #500? 

3 Q. Okay. 

4 A. I t ' s c u r r e n t l y producing i n t h e 

5 neighborhood of 220 Mcf a day. 

6 Q. And how long has t h a t w e l l been on 

7 p r o d u c t i o n ? 

8 A. That w e l l has been on p r o d u c t i o n since the 

9 f i r s t q u a r t e r of t h i s year. 

10 Q. Has i t not reached i t s peak p r o d u c t i o n 

11 performance f o r a coal gas w e l l yet? 

12 A. G e n e r a l l y i n t h i s area we keep the i n i t i a l 

13 r a t e f l a t f o r some t i m e , and then d e c l i n e i t . We 

14 don't g e n e r a l l y i n c l i n e i n t h i s area. 

15 Q. Okay. Please c o n t i n u e . 

16 A. I can give you the F r o s t #6, which i s i n 

17 the n o r t h e a s t q u a r t e r s e c t i o n , S e c t i o n 27, came i n a t 

18 286. The Fr o s t #6 i s a r e c o m p l e t i o n . The Rowley C i n 

19 S e c t i o n 28, which i s i n the southwest q u a r t e r t h e r e , 

20 t h a t i s 440. 

21 Q. How long has the one t h a t ' s produced t o 440 

22 i n S e c t i o n 28 been on l i n e ? 

23 A. That has been on l i n e since October of 

24 1989, I b e l i e v e . The Rowley B #1 p r o d u c e s - - t h a t ' s 

25 n o r t h of the Rowley C #2 i n the northwest q u a r t e r of 
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1 the s e c t i o n above — t h a t i s producing i n t h e 

2 neighborhood of 350 Mcf a day. 

3 Just t o the west of the F r o s t #6, so r r y I 

4 missed i t , was the McAdams #2 and t h a t ' s a l s o a 

5 re c o m p l e t i o n producing i n the neighborhood of 300 a 

6 day . 

7 Q • So w i t h these f i g u r e s , 325, i t looks l i k e 

8 you might be a l i t t l e on the h i g h s i d e . W e l l , no, 

9 anywhe r e from 440 t o 220. 

10 A. R i g h t . And i f I c a r r i e d on t o the 

11 nort h w e s t , we have w e l l s up t o 800 Mcf a day. There 

12 are a c t u a l l y two w e l l s , the Rowley D #1 and t h e Rowley 

13 C #2 down t h e r e t h a t are at the 440 range. 

14 Q. How f a r n o r t h do you go t o get the 800 Mcf 

15 a day? 

16 A. That i s S e c t i o n 17, I b e l i e v e . 

17 Q. And which w e l l would t h a t be? 

18 A. I t ' s the P i p k i n #7. And t h a t was the 800 

19 Mcf a day w e l l ? 

20 Q. Yeah . 

21 A. Okay. That's the P i p k i n #7. 

22 EXAMINER STOGNER: I don't have any oth e r 

23 que st i ons of t h i s w i t n e s s at t h i s t i m e . 

24 Mr. K e l l a h i n ? 

25 MR. KELLAHIN: Let me ask you a couple of 
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1 f o l l o w - u p s . 

2 FURTHER EXAMINATION 

3 BY MR. KELLAHIN: 

4 Q. Mr. Bauer, based upon your study of t h e 

5 producing r a t e s of the v a r i o u s c o a l w e l l s i n t h i s 

6 immediate v i c i n i t y , what then i s your recommendation 

7 f o r the producing r a t e t h a t you used i n the 

8 c a l c u l a t i o n f o r your economics? 

9 A. 325 Mcf a day. 

10 Q. I n terms of the a n a l y s i s of the v o l u m e t r i c s 

11 using the net coa l isopach t h a t was behind E x h i b i t No. 

12 4, i s t h a t a r e l i a b l e and acc u r a t e method by which t o 

13 c a l c u l a t e the v o l u m e t r i c s ? 

14 A. Yes, i t i s . 

15 Q. And you have a p p l i e d a d e s o r p t i o n value t o 

16 t h a t c a l c u l a t i o n and made i t a d j u s t a b l e and r e l i a b l e 

17 f o r the coa l gas p r o d u c t i o n ? 

18 A. Yes, I have. 

19 Q. When we look a t your d i s p l a y and exclude 

20 any q u e s t i o n about a h o r i z o n t a l w e l l or a hig h angle 

21 w e l l , when we look at the t a b l e - -

22 A. Yes. 

23 Q. - - f o r g e t those k i n d s of c r e a t u r e s f o r t h e 

24 moment and deal j u s t w i t h a c o n v e n t i o n a l d i r e c t i o n a l 

25 d r i l l i n g . Assuming the cost t h a t the d r i l l i n g 
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1 engineer gave you, your economic a n a l y s i s w i t h your 

2 assumption s t i l l shows a net l o s s , doesn't i t ? 

3 A. Yes, they do. 

4 Q. Of a minus — a l m o s t $26 ,000? 

5 A. Cor r e e t . 

6 MR. KELLAHIN: No f u r t h e r q u e s t i o n s . 

7 EXAMINER STOGNER: Thank you, Mr. 

8 K e l l a h i n . 

9 MR. KELLAHIN: I would c a l l at t h i s time 

10 Mr. Neale Edwards. 

11 NEALE C. EDWARDS 

12 the w i t n e s s h e r e i n , a f t e r having been f i r s t d u l y sworn 

13 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 : 

14 EXAMINATION 

15 BY MR. KELLAHIN: 

16 Q. Mr. Edwards, would you s t a t e your name and 

17 occupation? 

18 A. My name i s Neale Edwards. I'm a land 

19 surveyor i n the s t a t e of New Mexico. 

20 Q. Mr. Edwards, on p r i o r occasions you've 

21 t e s t i f i e d b e f o r e the D i v i s i o n about the surveying and 

22 s t a k i n g of co a l gas w e l l s i n the San Juan Bas i n , have 

23 you not? 

2 4 A. Yes, I have. 

25 Q. As p a r t of your c o n s u l t i n g d u t i e s t o 
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1 M e r i d i a n , have you been i n v o l v e d i n t h e s t a k i n g of a 

2 w e l l i n the n o r t h e a s t q u a r t e r of Sec t i o n 26 t h a t we're 

3 d i s c u s s i n g today? 

4 A. Yes, I have. 

5 Q. And you have been on the sur f a c e of t he 

6 land i n S e c t i o n 26? 

7 A. Yes, s i r . 

8 Q. And you have been i n v o l v e d and understand 

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

10 l o c a t i o n t o u t i l i z e the su r f a c e i n S e c t i o n 26 f o r a 

11 co a l gas w e l l ? 

12 A. Yes. 

13 MR. KELLAHIN: We tender Mr. Edwards as an 

14 ex p e r t s u r v e y o r . 

15 EXAMINER STOGNER: Mr. Edwards i s so 

16 q u a l i f i e d . You are r e g i s t e r e d , are you n o t , Mr. 

17 Edwards? 

18 THE WITNESS: Yes, I am. 

19 EXAMINER STOGNER: What's your 

20 c e r t i f i c a t i o n number? 

21 THE WITNESS: 6857. 

22 EXAMINER STOGNER: Thank you, Mr. Edwards. 

23 Q. (BY MR. KELLAHIN) Let me ask you t o t u r n , 

24 Mr. Edwards, t o the documents behind E x h i b i t No. 3. 

25 Are you w i t h me? 
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1 A. Yes. 

2 Q. When you look at the Form C-102, i s t h i s 

3 the l o c a t i o n and acreage d e d i c a t i o n p l a t t h a t you 

4 c e r t i f i e d as a r e g i s t e r e d surveyor? 

5 A. Yes, i t i s . 

6 Q. And the o r i g i n a l bears your c e r t i f i c a t i o n 

7 and your seal? 

8 A. Yes. 

9 Q. What i s the l o c a t i o n you've surveyed on t h e 

10 ground f o r t h i s w e l l ? 

11 A. 2510 from the n o r t h l i n e , 790 from the east 

12 l i n e i n S e c t i o n 26. 

13 MR. STOVALL: Mr. K e l l a h i n , i s t h i s a 

14 standard 640-acre s e c t i o n ? Standard shape? Standard 

15 size? 

16 THE WITNESS: Yes, i t i s . 

17 MR. STOVALL: So you can do the mathematics 

18 Mr. K e l l a h i n d i d e a r l i e r . I t ' s 130 f e e t from t h e 

19 q u a r t e r s e c t i o n l i n e ? 

20 THE WITNESS: Yes. This i s based on, i f 

21 you look on the next sheet t h e r e , a t one time I 

22 r e c e i v e d a s t a k i n g memo w i t h the east h a l f d e d i c a t i o n , 

23 and we were t r y i n g t o get t h i s away from t h e 

24 campgrounds and so on and stay w i t h a standard 

25 l o c a t i o n . But, when the d e d i c a t i o n was changed, i t 
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1 would no longer stay o r t h o d o x . 

2 MR. STOVALL: Okay . I j u s t wanted t o make 

3 sure I knew the dimensions on the l a n d . 

4 Q. (BY MR. KELLAHIN) Let's look at the two 

5 oth e r pieces of evidence, the two documents behind t h e 

6 C-102 also c o n t a i n e d behind E x h i b i t No. 3. One i s a 

7 summary t o which Mr. Alexander has a l r e a d y r e f e r r e d 

8 and then t h e l a s t i s a topo map t h a t has drawn on i t 

9 some a d d i t i o n a l i n f o r m a t i o n . Let me make sure t h a t 

10 the Examiner's has been c o l o r e d the same way yours 

11 has, Mr. Edwards, because mine i s n o t . 

12 A l l r i g h t . The Examiner has the same 

13 i n f o r m a t i o n as the one you have b e f o r e you, Mr. 

14 Edwards. 

15 Let ' s look at Se c t i o n 26. W i t h i n the 

16 n o r t h e a s t q u a r t e r of 26, hel p us understand the 

17 topography. When we look at t h a t d i s p l a y , what's t h e 

18 s i g n i f i c a n c e of the l i t t l e black t r i a n g l e s ? 

19 A. Those are e x i s t i n g campsites f o r the Angel 

20 Peak Campground. 

21 Q. I n l o o k i n g at a l o c a t i o n of t h e n o r t h e a s t 

22 q u a r t e r of 26 f o r t h i s p a r t i c u l a r w e l l , d i d you f i n d 

23 any l o c a t i o n s t h a t you found t o have s u f f i c i e n t s i z e 

24 i n order t o b u i l d a l o c a t i o n f o r t h i s w e l l , separate 

25 and ap a r t from campgrounds or any ki n d s of sur f a c e 
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1 concerns? 

2 A. No, we d i d n ' t . Anything we found t h a t was 

3 going t o gi v e us the room we needed was i n d i r e c t 

4 c o n f l i c t w i t h the campsites t h a t are e x i s t i n g . 

5 Q. Mr. Alexander e a r l i e r t a l k e d about t h e 

6 e x i s t e n c e i n the n o r t h e a s t q u a r t e r of some w e l l s 

7 d r i l l e d t o other f o r m a t i o n s , and I ' l l g i v e you a copy 

8 of what he was d i s c u s s i n g . While t h e r e ' s no topo on 

9 t h a t d i s p l a y , he d i d mention t h a t t h e r e were two ot h e r 

10 w e l l s w i t h i n t h e n o r t h e a s t q u a r t e r separate and a p a r t 

11 from the w e l l you're proposing t o d r i l l now, i s t h a t 

12 c o r r e c t ? 

13 A. Yes. 

14 Q. Did you f i n d those on the ground when you 

15 went out there? 

16 A. Yes, I d i d . 

17 Q. Help us understand on your topo map where 

18 those o t h e r w e l l pads a r e . 

19 A. Okay. I f you look where the red l i n e s take 

20 o f f t h e r e , I am going t o guess a p p r o x i m a t e l y 1000 from 

21 the east and maybe 1800 from the n o r t h , t h a t w e l l 

22 t h e r e , which i s r e f e r r e d t o over here as the #1, i s a 

23 d r i l l e d and abandoned l o c a t i o n . The o t h e r one, t o t h e 

24 e a s t , the c i r c l e t o the east t h e r e , i s an e x i s t i n g 

25 w e l l being produced by Amoco. 
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1 Q. When you look i n the n o r t h e a s t q u a r t e r and 

2 separate and ap a r t from those two, are t h e r e evidences 

3 i n the n o r t h e a s t q u a r t e r of any oth e r pads or w e l l s ? 

4 A. No, s i r . 

5 Q. A l l r i g h t . So the two you r e f e r t o are the 

6 two l i t t l e d o ts j u s t t o the n o r t h of the road i n t o t h e 

7 campground? 

8 A. Yes. 

9 Q. And j u s t t o the e a s t , t h e n , of the f i r s t 

10 black t r i a n g l e t h a t ' s n o r t h of the road? 

11 A. Yes. 

12 Q. As you f o l l o w the curve of the road going 

13 from west t o e a s t , on the n o r t h side of the road are 

14 two d o t s , one a f t e r the o t h e r , r i g h t ? 

15 A. Yes. 

16 Q. Those are the two e x i s t i n g l o c a t i o n s f o r 

17 ot h e r f o r m a t i o n s ? 

18 A. Yes. 

19 Q. Why are those not a v a i l a b l e t o you f o r 

20 d r i l l i n g of the coa l gas w e l l ? 

21 A. I n order t o get a blow p i t and so on i n on 

22 the one t o the west, we're d i r e c t l y c u t t i n g and 

23 bl o w i n g i n t o t h e campground t o put a reserve p i t on 

24 the oth e r side of the pad w i t h the room t h a t e x i s t s , 

25 and the f a c i l i t i e s and so on would be hanging over the 
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1 edge t h a t drops down i n t o the canyon. 

2 The other l o c a t i o n i s an Amoco l o c a t i o n , 

3 and i t s i t s a g a i n s t the b l u f f now, and i n order t o 

4 move c o m p l e t e l y o f f the pad t o the east and get away 

5 from the l i t t l e red l i n e I have d o t t e d along t h e 

6 r i d g e , which i s a f o o t p a t h , a h i k e r ' s t r a i l t h a t 

7 takes them from the campsites out around onto t h a t 

8 r i d g e where they can overlook Angel Peak and some of 

9 the canyons, and i t seems t o i n t e r f e r e w i t h a l l t h a t 

10 unless we get f a r enough e a s t , and by then we're up 

11 t h e r e where t h a t l i t t l e red dot i s , where we t r i e d t o 

12 get a l o c a t i o n which i s nonstandard, t o o , i n the f a r 

13 n o r t h e a s t . 

14 Q. The proposed l o c a t i o n t h a t i s shown on t h e 

15 d i s p l a y , i s t h a t the o n l y l o c a t i o n t h a t you have been 

16 able t o f i n d i n the n o r t h e a s t q u a r t e r f o r t h e s u b j e c t 

17 w e l l t h a t meets a l l the c r i t e r i a of the BLM f o r 

18 surface use? 

19 A. Yes. 

20 Q. Does i t , i n f a c t , meet t h e i r s u r f a c e use 

21 requirements? 

22 A. Yes. I t w i l l p r o b a b l y have some 

23 s t i p u l a t i o n s s t i l l t o keep i t down i n t h e r e , but i t i s 

24 i n the process of meeting what we need. 

25 MR. KELLAHIN: Okay. That concludes my 
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1 examination of Mr. Edwards. 

2 EXAMINATION 

3 BY EXAMINER STOGNER: 

4 Q. Mr. Edwards, were you i n v o l v e d i n t h e 

5 s t a k i n g of the F r o s t 500? 

6 A. Yes. 

7 Q. And t h a t l o c a t i o n w a s - - w e l l , i t ' s on 

8 E x h i b i t No. 3 on the second page, 1040 f e e t from t h e 

9 n o r t h l i n e and 130 f e e t from the east l i n e ? 

10 A. Yes. 

11 Q. And t h a t l o c a t i o n , t o the best of your 

12 knowledge, was approved by the BLM? 

13 A. No. We, upon l o o k i n g a t i t w i t h the BLM, 

14 and we staked t h a t b e f o r e i t was approved, we looked 

15 at t h a t and at t h a t time i s when the f o o t path and so 

16 on was looked at t h a t I've d o t t e d i n t h e r e i n the red 

17 l i n e s , and i t i n t e r f e r e d w i t h t h a t ; along w i t h i t was 

18 nonstandard, as y o u ' l l n o t i c e from t h a t diagram. 

19 Then I re c e i v e d an order t o go on the 

20 assumption of east h a l f d e d i c a t i o n , which we moved t o 

21 an orthodox p o s i t i o n at 2510 and 790. But i t never 

22 was c o m p l e t e l y approved by the BLM, no, s i r . 

23 Q. Were you d i r e c t e d t o look s p e c i f i c a l l y at 

24 2510, 790, or i s t h a t where you decided was the best 

25 place t o put the w e l l ? 
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1 A. W e l l , t o stay i n a standard spacing w i t h an 

2 east h a l f , t h a t was as f a r as we coul d go and s t i l l , 

3 w i t h some s t i p u l a t i o n s , t r y and meet t h e i r a p p r o v a l . 

4 I t i s by f a r the best c u t - a n d - f i l l w ise. The t e r r a i n 

5 i s b e t t e r t o the n o r t h , but i t d i r e c t l y i n t e r f e r e s 

6 w i t h t h a t campground. Y o u ' l l n o t i c e the r i d g e 

7 disappears and we're j u s t r i g h t i n t he campground 

8 t h e r e i f we move n o r t h w i t h t h a t l o c a t i o n . 

9 There i s a r i d g e t h a t shows up t h e r e 

10 d i r e c t l y west of the b i g square where the 2510/790 i s , 

11 which i s h i g h enough w i t h keeping the p r o d u c t i o n 

12 f a c i l i t i e s a l l on the west and cut side of the 

13 l o c a t i o n , we can attempt t o keep them down out of the 

14 view of the campground. 

15 Q. When were you aware t h a t t h i s l o c a t i o n or 

16 t h i s w e l l t h a t was d r i l l e d i n t he n o r t h e a s t q u a r t e r 

17 would r e c e i v e a n o r t h h a l f d e d i c a t i o n ? and d i d you 

18 ever t r y t o look f o r a standard l o c a t i o n w i t h t h i s 

19 k i n d of a d e s i g n a t i o n ? 

20 A. Yes, we d i d , at the very b e g i n n i n g . We 

21 were l o o k i n g f o r a l o c a t i o n t h a t we co u l d f i t i n t h e r e 

22 and we c o u l d n ' t get one i n t h e r e . At t h a t time we 

23 went nonstandard t o the east and t h e n , l a t e r on, when 

24 t h a t one was under q u e s t i o n w i t h t h e BLM, under 

25 advisement, we looked w i t h the east h a l f d e d i c a t i o n 

CUMBRE COURT REPORTING 
(505) 984-2244 



3 9 

1 and t r i e d t o f i t one i n t h e r e . So, we moved back t o 

2 the ot h e r one we had p r e v i o u s l y looked a t , t r y i n g t o 

3 meet the n o r t h h a l f b e f o r e , i n the b e g i n n i n g . 

4 Q. But the l o c a t i o n you're asking f o r today is 

5 standard f o r an east h a l f , i s n ' t i t ? 

6 A. For an east h a l f , yes. 

7 EXAMINER STOGNER: Mr. K e l l a h i n , I don't 

8 understand why we keep bouncing around from the east 

9 h a l f t o the n o r t h h a l f t o the south h a l f t o t h e west 

10 h a l f , but I don't t h i n k Mr. Edwards i s the one to 

11 r e a l l y answer t h a t q u e s t i o n . 

12 MR. KELLAHIN: C e r t a i n l y n o t . Mr. 

13 Alexander can address t h a t q u e s t i o n . Why don't we 

14 r e c a l l him. 

15 MR. STOVALL: Why d o n ' t we do t h a t r e a l 

16 q u i c k . 

17 MR. KELLAHIN: Sure. 

18 EXAMINER STOGNER: Thank you, Mr. Edwards. 

19 I have no other q u e s t i o n s of Mr. Edwards. Do you have 

20 any qu e s t i o n s ? 

21 MR. STOVALL: No. 

2 2 ALAN ALEXANDER 

23 the wi t n e s s h e r e i n , a f t e r having been p r e v i o u s l y d u l y 

24 sworn upon h i s o a t h , was examined and t e s t i f i e d 

25 f u r t h e r as f o l l o w s : 
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1 EXAMINATION 

2 BY MR. KELLAHIN: 

3 Q. L e t me d i r e c t your a t t e n t i o n b a c k , Mr. 

4 A l e x a n d e r , t o t h e d i s p l a y . Y o u ' l l have t o h e l p me. I 

5 t h i n k i t ' s b e h i n d t a b E x h i b i t 2. I t ' s one of t h e 

6 documents t h a t shows t h e o w n e r s h i p i n t h e a r e a . Do 

7 you have t h a t ? 

8 A. Yes . 

9 Q. L e t ' s go t h r o u g h t h e o w n e r s h i p and t h e n t h e 

10 c h r o n o l o g y f o r t h e c o a l gas d e v e l o p m e n t i n S e c t i o n 

11 26. The c u r r e n t l y p r o d u c i n g c o a l gas w e l l i n t h e 

12 s o u t h w e s t q u a r t e r i s i d e n t i f i e d as w h a t , s i r ? 

13 A. That would be t h e Graham #1 w e l l t h a t you 

14 see up i n t h e n o r t h w e s t of t h e s o u t h w e s t q u a r t e r . 

15 MR. STOVALL: I t has t h e "FC" n e x t t o i t , 

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

17 THE WITNESS: That i s c o r r e c t . 

18 Q. What i s t h e h i s t o r y on t h a t w e l l ? 

19 A. We have been, f o r q u i t e some t i m e , w o r k i n g 

20 on two w e l l s i n t h i s s e c t i o n . One of them we 

21 d e t e r m i n e d t h e b e s t f e a s i b l e means of t e s t i n a t h e 

22 F r u i t l a n d Coal would be t h r o u g h r e c o m p l e t i o n t o t h e 

23 Gr aham #1 . 

24 Q. The Graham #1 was r e c o m p l e t e d f r o m w h a t 

25 f o r m a t i o n ? 
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1 A. I t was recompleted from the P i c t u r e d C l i f f s 

2 fo rmation . 

3 Q. So you u t i l i z e d an e x i s t i n g w e l l b o r e f o r 

4 t h e r e c o m p l e t i o n , t h e n , i n t o t h e F r u i t l a n d Coa l? 

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

6 Q. The P i c t u r e d C l i f f was on 160 gas s p a c i n g ? 

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

8 Q. A l l r i g h t . I n t e rms o f y o u r c h o i c e s as a 

9 l a n d m a n , why d i d you u l t i m a t e l y choose t o d e d i c a t e t h e 

10 s o u t h h a l f o f 26 t o t h e Graham w e l l , as opposed t o t h e 

11 wes t h a l f ? 

12 A. That d e d i c a t i o n was th e q u i c k e s t method 

13 whereby we coul d t e s t the c o a l , because the n o r t h w e s t 

14 q u a r t e r of Section 26 was at t h a t time owned by Amoco 

15 and, t h e r e f o r e , the way t h a t we could proceed the 

16 q u i c k e s t and on the f i r s t w e l l a v a i l a b l e , would be to 

17 recomplete the Graham #1 i n the southwest q u a r t e r and 

18 d e d i c a t e 100 pe r c e n t M e r i d i a n l e a s e h o l d t o i t . So 

19 t h a t meant t h a t we would have a south h a l f d e d i c a t i o n 

20 fo r t h a t w e l l . 

21 Q. When we l o o k a t t h e c o n s o l i d a t i o n o f t h e 

22 l e a s e s f o r a s o u t h - h a l f o r i e n t a t i o n f o r t h e s p a c i n g 

23 u n i t , i s t h a t an a r r a n g e m e n t where M e r i d i a n has 100 

24 p e r c e n t o f t h e w o r k i n g i n t e r e s t s ? 

25 A . T h a t ' s c o r r e c t . 
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1 Q. So you had i n place the a b i l i t y t o d e d i c a t e 

2 the south h a l f t o t h a t w e l l ? 

3 A. That' s c o r r e c t . 

4 Q. To the Graham w e l l ? 

5 A. That 1 s cor re e t . 

6 Q. And i t has been dedi c a t e d and so approved 

7 f o r the south h a l f d e d i c a t i o n ? 

8 A . That's c o r r e c t . I t ' s dedicated under a 

9 nonstandard order from the Commission. 

10 Q. And t h a t w e l l i s a l s o a t an unorthodox 

11 l o c a t i o n , i s i t not? 

12 A . That's c o r r e c t . 

13 Q. I t ' s too c l o s e to the n o r t h e r n side of t h a t 

14 spacing un i t ? 

1 5 A . Yes . 

1 6 Q. When we look at the n o r t h h a l f , what i s the 

17 own ersh i p arrangement of the n o r t h h a l f p r i o r t o 

18 Merid i a n 1 s involvement? The no r t h w e s t q u a r t e r was 

19 c o n t r o l l e d by what operator? 

20 A. I t was c o n t r o l l e d by Amoco P r o d u c t i o n 

21 Company. 

22 Q. How about the n o r t h e a s t q u a r t e r ? 

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

24 M e r i d i a n . 

25 Q. How long have you c o n t r o l l e d the n o r t h e a s t 
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1 qua r t e r ? 

2 A . S i n c e i n c e p t i o n o f t h e l e a s e s . The 

3 n o r t h w e s t q u a r t e r we have r e c e n t l y f a r m e d i n f r o m 

4 Amoco a t t h i s p o i n t i n t i m e now f o r t h e d e d i c a t i o n o f 

5 t h e F r o s t 500 w e l l on a n o r t h - h a l f b a s i s , u n d e r a 

6 f a r m - i n a r r a n g e m e n t . And unde r t h a t f a r m - i n 

7 a r r a n g e m e n t , we must commence t h e d r i l l i n g o f t h i s 

8 w e l l by December 2 5 t h i n o r d e r t o e a r n t h e i r 

9 l e a s e h o l d . 

10 MR. STOVALL: Mr. Alexander, l e t me 

11 i n t e r r u p t j u s t f o r a second. Under the Graham w e l l , 

12 would t h a t be standard l o c a t i o n i f i t were a west h a l f 

13 ded i c a t i o n ? 

14 THE WITNESS: No, s i r , i t ' s a l s o too c l o s e 

15 t o the western boundary. 

16 EXAMINER STOGNER: But t h a t was a 

17 r e c o m p l e t i o n from a deeper h o r i z o n , was i t not? 

18 THE WITNESS: That's c o r r e c t . 

19 Q. (BY MR. KELLAHIN) So the arrangement you 

20 f i n a l l y found y o u r s e l f w i t h i s f o r a n o r t h h a l f 

21 d e d i c a t i o n f o r the F r o s t 500? 

22 A. Yes, s i r , since i t was the second i n the 

23 s e r i e s of w e l l s t o be d r i l l e d , t h a t s i m p l y l e f t i t as 

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

25 MR. STOVALL: Let me ask you some q u e s t i o n 
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1 t o get o f f onto Sec t i o n 25. 

2 FURTHER EXAMINATION 

3 BY MR. STOVALL: 

4 Q. I s t h e r e a F r u i t l a n d w e l l i n Sec t i o n 25? 

5 A. Not at the pr e s e n t t i m e . We have p l a n s f o r 

6 w e l l s t h e r e on t h i s year's budget. 

7 Q. M e r i d i a n c o n t r o l s S e c t i o n 25, i s t h a t 

8 c o r r e c t ? 

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

10 Q. Now, i f — y o u u n d e r s t a n d , I assume, because 

11 y o u ' v e p a r t i c i p a t e d i n t h e F r u i t l a n d v i r t u a l l y s i n c e 

12 i t s i n c e p t i o n , I b e l i e v e ? I s t h a t n o t an a c c u r a t e 

13 s t a t e m e n t ? T h a t i s a c c u r a t e , i s i t n o t ? 

14 A . I t i s . 

15 Q. One of the purposes of the spacing r u l e s 

16 and l o c a t i o n r u l e s i s t r y t o p r e v e n t w e l l c l u s t e r i n g 

17 and t r y t o get f a i r l y even development of the 

18 f o r m a t i o n t h r o u g h o u t , i s t h a t c o r r e c t ? 

19 A. That's c o r r e c t . 

20 Q. Now, would M e r i d i a n keep t h a t i n mind i n 

21 l o o k i n g at a l o c a t i o n , l e g a l l o c a t i o n t h a t would be i n 

22 the southwest of 25 w i t h p r o s p e c t i v e west h a l f or 

23 south h a l f d e d i c a t i o n ; i t doesn't r e a l l y m a t t e r . Is 

24 t h a t n o t al s o c o r r e c t ? 

25 A. Yes. We would n o r m a l l y f i r s t and foremost 
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~^ok f o r the dedi c a t e d p a t t e r n , being t h e 

2 n o r t h e a s t / s o u t h w e s t t o d r i l l any w e l l s , i f t h a t were 

3 a v a i l a b l e . 

4 Q. Now, assuming t h a t i s t he case, assuming 

5 t h a t i s a v a i l a b l e , are you i n a p o s i t i o n t o say, on 

6 b e h a l f of M e r i d i a n , t h a t you would go i n t o the 

7 southwest of 25 i n an attempt t o f i n d a l o c a t i o n t h a t 

8 was, i f you w i l l , compensated f o r t h e somewhat 

9 s o u t h e r l y encroachment of t h i s proposed w e l l i n order 

10 t o con t i n u e t o promote t h e , as u n i f o r m as p o s s i b l e , 

11 development of the F r u i t l a n d Coal i n t h i s area? 

12 A. We would. Now, I d i d not b r i n g w i t h me the 

13 i n f o r m a t i o n about t h e p r e l i m i n a r y s t a k i n g s f o r those 

14 w e l l s i n Section 25, so I can't g i v e you r e l i a b l e 

15 i n f o r m a t i o n on t h a t ; but t h a t would be our i n t e n t , 

16 yes. 

17 Q. We've had numerous d i s c u s s i o n s w i t h respect 

18 t o l o c a t i o n s i n the F r u i t l a n d Coal. A l o t of t h a t 

19 land i s f e d e r a l . My concern i s t h a t i n d i s c u s s i o n s 

20 t h a t we w i l l have, and I ' l l s t a t e t h i s on the r e c o r d , 

21 we've had d i s c u s s i o n s w i t h the BLM and I b e l i e v e w i t h 

22 o p e r a t o r s , t h a t t o the e x t e n t you can do more r e g i o n a l 

23 p l a n n i n g then unorthodox l o c a t i o n s become more 

24 j u s t i f i a b l e because, i n f a c t , you can co n t i n u e t o 

25 ensure u n i f o r m development. 
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1 I guess at t h i s p o i n t I would say t h a t some 

2 of the concerns t h a t are r a i s e d by the encroachment t o 

3 the south can be m i t i g a t e d i f , i n f a c t . M e r i d i a n i s 

4 w i l l i n g to say t h a t i f p o s s i b l e they w i l l move away 

5 from Sec t i o n 26 i n the southwest q u a r t e r of Section 25 

6 t o t r y t o keep d i s t a n c e between w e l l s . 

7 I s t h a t i n c o n f o r m i t y w i t h what you would 

8 a n t i c i p a t e M e r i d i a n ' s plans t o be? 

9 A. I t would. However, I should p o i n t out t h a t 

10 the c u r r e n t l o c a t i o n t h e r e f o r the F r o s t #500 i s not 

11 o f f - p a t t e r n i n s o f a r as i t would r e l a t e t o the west 

12 h a l f of Section 25. I t ' s a t a l e g a l l o c a t i o n i n s o f a r 

13 as i t ' s concerned. So I d i d n ' t f e e l t h a t we were 

14 encroaching upon the west h a l f of 25. 

15 C e r t a i n l y t h e r e i s some encroachment on t h e 

16 south h a l f of 26, but we f e e l t h a t t h e r e i s a 

17 b a l a n c i n g going on t h e r e because of the p o s i t i o n of 

18 the Graham #1 and because i t s p o s i t i o n encroaches upon 

19 the n o r t h h a l f of 26. So we f e e l we have some balance 

20 t h e r e i n Se c t i o n 26 between those two w e l l s , and we 

21 don't f e e l t h a t we have an imbalance f o r c o r r e l a t i v e 

22 r i g h t s or encroachment f o r the o f f s e t t i n g s e c t i o n s , 

2 3 per se . 

24 Q. I understand what you're saying t h e r e . I f 

25 you had a west h a l f d e d i c a t i o n i n Se c t i o n 25 and you 
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1 went t o a l e g a l l o c a t i o n , you c o u l d be 130 f e e t from 

2 t h e q u a r t e r s e c t i o n l i n e d i v i d i n g t h e n o r t h h a l f and 

3 t h e s o u t h h a l f , i s t h a t n o t c o r r e c t under t h e r u l e s ? 

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

5 Q. You would be 790 from t h e w e s t l i n e and 130 

6 f e e t f r o m t h a t q u a r t e r s e c t i o n l i n e . I t m i g h t be 

7 p r e f e r a b l e , f o r example, t o move a l i t t l e f u r t h e r 

8 s o u t h , b e i n g i n t h e s o u t h w e s t q u a r t e r of 25, and 

9 o b v i o u s l y y o u ' r e n o t c o m m i t t i n g and t h e Order c a n ' t 

10 o r d e r you t o do so because i f y o u ' r e l e g a l y o u ' r e 

11 l e g a l , b u t - -

12 A. Yes, s i r , I u n d e r s t a n d . 

13 Q. - - b u t does M e r i d i a n c o n s i d e r t h a t when they 

14 l o o k a t t h e d e v e l o p m e n t p l a n , p a r t i c u l a r l y i n view of 

15 t h e acr e a g e c o n t r o l M e r i d i a n has i n t h e area? 

16 A. Most c e r t a i n l y we would c o n s i d e r t h o s e 

17 c r i t e r i a when we l o o k f o r a l o c a t i o n . 

18 MR. STOVALL: Okay. 

19 EXAMINER STOGNER: Good. W h i l e we're on 

20 t h i s s u b j e c t - -

21 FURTHER EXAMINATION 

22 BY EXAMINER STOGNER: 

23 Q. - - i n 26 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 

24 t h e n o r t h w e s t q u a r t e r . M e r i d i a n has been engaged on 

25 r e c o m p l e t i n g a bunch o f t h e s e P i c t u r e d C l i f f w e l l s , 
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1 have they n o t , t o the F r u i t l a n d Coal? 

2 A. Y e s , s i r . 

3 Q. Going back t o what Mr. S t o v a l l had asked, 

4 do you ever look at the p o s i t i o n of the P i c t u r e d 

5 C l i f f s w e l l , whether i t ' s on the r i g h t p a t t e r n , i n t o 

6 the n o r t h e a s t or the southwest on these P i c t u r e d 

7 C l i f f s w e l l s , b e f o r e you recomplete? 

8 A. Yes, s i r . We would p r e f e r t o be o n - p a t t e r n 

9 when we look at these w e l l s . But p r o b a b l y t h e more 

10 i m p o r t a n t c r i t e r i a would be not t o recomplete a w e l l , 

11 i n ot h e r words, t o plug a c u r r e n t l y producing 

12 f o r m a t i o n where we would leave reserves i n the ground, 

13 over the a v a i l a b i l i t y of another w e l l t h a t might be 

14 o f f - p a t t e r n but i s not what we would t h i n k s e r i o u s l y 

15 o f f - p a t t e r n on a w e l l t h a t i s not economic c u r r e n t l y , 

16 and we would use t h a t as our ca n d i d a t e because we 

17 would not be l e a v i n g reserves i n the ground. But we 

18 do look at those c r i t e r i a . 

19 Q. What's the P i c t u r e d C l i f f s w e l l in the 

20 northwest q u a r t e r of 25? Is t h a t one being looked a t 

21 f o r recompletion? 

22 A. I don't know t h a t p e r s o n a l l y , Mr. Examiner, 

23 but I would assume i t was looked at f o r r e c o m p l e t i o n , 

24 and t h a t w e l l i s owned and operated by Amoco 

25 P r o d u c t i o n Company. 
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1 Q. And i n l o o k i n g at the d e s i g n a t i o n s , whether 

2 the n o r t h h a l f or the south h a l f or the east h a l f , 

3 whenever you made t h i s a p p l i c a t i o n back i n May of 89, 

4 you were r e q u e s t i n g an east h a l f d e d i c a t i o n of a w e l l 

5 being 1040 f e e t from the n o r t h l i n e and 130 f e e t from 

6 the east l i n e , i s t h a t c o r r e c t ? 

7 A. Yes, s i r , as shown on the chronology 

8 e x h i b i t . I s t h a t what you're l o o k i n g at? 

9 Q. No. I'm l o o k i n g at t h e o r i g i n a l 

10 a p p l i c a t i o n dated May 24, 1989, f o r an a d m i n i s t r a t i v e 

11 a p p l i c a t i o n . 

12 MR. STOVALL: I t ' s a l s o r e f l e c t e d on t he 

13 c h r o n o l o g y , I b e l i e v e , t h a t ' s c o r r e c t ; E x h i b i t 3. 

14 Q. And then on September 14th I wrote a l e t t e r 

15 s t a t i n g t h a t t h i s a p p l i c a t i o n would not be considered 

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

17 Then, when I d i d get some more 

18 correspondence a g a i n , w r i t t e n , concerning t h i s 

19 a p p l i c a t i o n t o be set f o r h e a r i n g , you were r e q u e s t i n g 

20 t h i s l o c a t i o n of 1040 f e e t from t h e n o r t h , 130 f e e t 

21 from the east l i n e , and t h a t l e t t e r was dated 

22 September 1 7 t h . 

23 But i t appears i n your chronology you had 

24 t h i s l o c a t i o n of 2510 from the n o r t h and 79 0 f e e t from 

25 the east back i n 89; but y e t I get an a p p l i c a t i o n here 
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1 i n September of 90 r e q u e s t i n g t h e o l d a p p l i c a t i o n . 

2 Not on l y t h a t , i t changed again a f t e r I 

3 wrote a l e t t e r on September 2 0 t h , asking about the 

4 east h a l f and the south h a l f d e d i c a t i o n because your 

5 ground w e l l a l r e a d y had a south h a l f d e d i c a t i o n . 

6 A. Yes, s i r . The l o c a t i o n was being moved 

7 from place t o place from the very s t a r t , when we 

8 s t a r t e d on the F r o s t 500, and then i t was impacted by 

9 the occurrences of the Graham w e l l being able to put 

10 t h a t t o g e t h e r . So i t had t o move s e v e r a l d i f f e r e n t 

11 t i m e s . We p r o b a b l y d i d not approach t h e Commission on 

12 each of the moves 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 

13 i n here. We p r o b a b l y o n l y approached them when we 

14 thought we had a s o l u t i o n and were ready t o proceed a t 

15 t h a t p o i n t and then l a t e r we found out t h a t was not 

16 workable because of one event or another, and we had 

17 t o come back. But you're c o r r e c t , i t has moved 

18 c o n s i d e r a b l y . 

19 Q. How about the south h a l f and east h a l f 

20 d e d i c a t i o n o r i e n t a t i o n of the p r o r a t i o n u n i t s i n t h i s 

21 area? I t wasn't u n t i l the D i v i s i o n wrote you a l e t t e r 

22 asking about t h a t a g a i n , you wanted the n o r t h h a l f 

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

24 A. W e l l , and t h a t was one of the reasons t h a t 

25 we had t o do an amended a p p l i c a t i o n , was because--
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1 Q. I'm s o r r y . You knew about your n o r t h h a l f 

2 d e d i c a t i o n p r i o r t o you making t h i s a p p l i c a t i o n . 

3 You're making a p p l i c a t i o n s t h a t you don't want. 

4 A. That's c o r r e c t , and I f u r n i s h e d Mr. 

5 K e l l a h i n w i t h an i n c o r r e c t d e d i c a t i o n p l a t t h a t I had 

6 i n my f i l e when I was asked t o s e t t h i s f o r h e a r i n g . 

7 The spacing had r e v e r t e d t o a n o r t h h a l f d e d i c a t i o n at 

8 t h a t time and I si m p l y missed i t . 

9 We immediately c o r r e c t e d t h a t , and i t was 

10 based upon your i n g u i r y t h a t I became aware t h a t t h e 

11 d e d i c a t i o n had changed t o t h i s w e l l , and we 

12 immediately c o r r e c t e d t h a t w i t h an amended 

13 a p p l i c a t i o n . So, you are c o r r e c t , once we s e t t l e d t h e 

14 Graham w e l l as a south h a l f d e d i c a t i o n , we d i d , i n 

15 f a c t , i n t e n s i f y our e f f o r t s t o f i n d a s u i t a b l e 

16 l o c a t i o n f o r a n o r t h h a l f spacing f o r the F r o s t 500 a t 

17 t h a t p o i n t . 

18 Q. You s e t t l e d on the south h a l f i n August of 

19 89, i s t h a t c o r r e c t , f o r the Graham w e l l ? 

20 A. For the Graham w e l l ? Yes, s i r . I t was 

21 d u r i n g t h a t time p e r i o d , and then you issued t h e Order 

22 f o r the nonstandard l o c a t i o n f o r the Graham w e l l based 

23 upon a south h a l f d e d i c a t i o n . 

24 Q. So the D i v i s i o n p e r s o n n e l , whenever t h e y ' r e 

25 checking out your a p p l i c a t i o n s , have t o go f i n d these 
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1 mistakes? 

2 A. W e l l , we would hope t h a t we would not make 

3 these mistakes on a r e g u l a r b a s i s . 

4 EXAMINER STOGNER: No q u e s t i o n s of t h i s 

5 witness or comments. 

6 Mr. K e l l a h i n ? 

7 MR. KELLAHIN: We've f i n i s h e d w i t h t h e 

8 M e r i d i a n w i t n e s s e s , and i f i t ' s a p p r o p r i a t e a t t h i s 

9 t i m e w e ' l l c a l l t h e r e p r e s e n t a t i v e f r o m t h e Bureau o f 

10 Land Management . 

11 EXAMINER STOGNER: L e t ' s t a k e a b r e a k a t 

12 t h i s p o i n t , a b o u t a 1 0 - m i n u t e r e c e s s . 

13 ( T h e r e u p o n , a r e c e s s was t a k e n . ) 

14 EXAMINER STOGNER: M r . K e l l a h i n ? 

15 MR. KELLAHIN: M r . E x a m i n e r , a t t h i s t i m e I 

16 w o u l d l i k e t o c a l l M r . Don E l l s w o r t h . 

17 MR. STOVALL: May I ask you wha t y o u r p l a n 

18 i s as f a r as q u e s t i o n i n g M r . E l l s w o r t h ? We've g o t 

19 some s p e c i f i c i n t e r e s t s w i t h t h e BLM. 

20 MR. KELLAHIN: I d o n ' t wan t t o presume t o 

21 t r y t o guess wha t y o u r c o n c e r n s a r e . Pe rhaps a t t h i s 

22 p o i n t , w e ' v e had M r . Edwards t a l k a b o u t our 

23 u n d e r s t a n d i n g o f t h e t o p o g r a p h y and r e a s o n s , and 

24 p e r h a p s i t m i g h t be more e x p e d i t i o u s t o s i m p l y have 

25 you t a l k t o M r . E l l s w o r t h a b o u t h i s p o s i t i o n w i t h t h e 
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1 BLM and what t h e i r concerns are about t h e s u r f a c e . 

2 MR. STOVALL: Why don't you go ahead and 

3 i n t r o d u c e him and l e t ' s do t h a t . I t h i n k t h a t might 

4 be more e f f i c i e n t than t o have you t r y t o guess what 

5 we're i n t e r e s t e d i n . 

6 MR. KELLAHIN: C e r t a i n l y . 

7 DON ELLSWORTH 

8 the w i t n e s s h e r e i n , a f t e r having been f i r s t d u l y sworn 

9 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 : 

10 EXAMINATION 

11 BY MR. KELLAHIN: 

12 Q. Mr. E l l s w o r t h , f o r the record would you 

13 please s t a t e your name and occupation? 

14 A. Don E l l s w o r t h , and I'm an env i r o n m e n t a l 

15 p r o t e c t i o n s p e c i a l i s t w i t h t h e Bureau of Land 

16 Management, Environment and Resource area. 

17 Q. Describe f o r the Examiner what i t i s t h a t 

18 you do. 

19 A. Mainly I work w i t h t h e o i l and gas 

20 companies t o review or to look at proposed w e l l s i t e s 

21 f o r e i t h e r o i l or gas w e l l s , and t o see i f t h e r e ' s any 

22 other c o n f l i c t s i n the areas t h a t we may have, say 

23 w i t h T and E, w i l d l i f e m i t i g a t i o n . In t h i s case i t 

24 was r e c r e a t i o n . 

25 We would a l s o look at the road r o u t e s , i f 

CUMBRE COURT REPORTING 
(505) 984-2244 



54 

1 t h e r e are any new roads going to these l o c a t i o n s , 

2 proposed p i p e l i n e s , o t h e r t h i n g s t h a t went along w i t h 

3 the d r i l l i n g of these w e l l s . 

4 Q. Describe f o r us the arrangement w i t h i n t h e 

5 BLM and what job d e s c r i p t i o n you have. Who do you 

6 r e p o r t to and who r e p o r t s t o you i n the e x e r c i s e and 

7 performance of these d u t i e s ? 

8 A. I n a s s i g n i n g these? 

9 Q. Yes, s i r . What i s your area of 

10 r e s p o n s i b i l i t y , then? Who do you r e p o r t to? 

11 A. I r e p o r t to Bruce F l y n n . 

12 Q. And what i s h i s job? 

13 A. Right now he's s u p e r v i s i n g four d i f f e r e n t 

14 s t a f f s and resource areas. He's got a r c h a e o l o g i s t s , 

15 the r e c r e a t i o n department--

16 Q. Mr. F l y n n , i s i t ? 

17 A. Yes, Bruce F l y n n . And as f a r as areas of 

18 concern t h a t I have i n the resource area, I take care 

19 of the hole resource area. 

20 Q. Are t h e r e BLM employees t h a t r e p o r t t o you 

21 or t h a t are under your c o n t r o l and d i r e c t i o n w i t h 

22 regards t o the performance of your d u t i e s ? 

23 A. No, s i r . 

24 Q. To whom does Mr. Flynn r e p o r t ? 

25 A. He r e p o r t s t o Joe F a r r e l l . 
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1 Q. How long have you been i n t h i s p a r t i c u l a r 

2 job w i t h the BLM? 

3 A. For the l a s t t h r e e y e a r s . 

4 Q. And you're l o c a t e d i n Farmington, New 

5 Mexico? 

6 A. Y e s , s i r . 

7 Q. The g u i d e l i n e s by which you make the 

8 judgments about these areas i s set f o r t h where? Where 

9 do we f i n d the r u l e s and r e g u l a t i o n s and the 

10 procedures t h a t give you the guidance f o r p e r f o r m i n g 

11 your d u t i e s ? 

12 A. A l o t of i t came out of the RMP or the 

13 Resource Management Plan. I t was s e t up w i t h t h e 

14 d i f f e r e n t programs t h a t we have going and d i f f e r e n t 

15 t h i n g s t h a t we would l i k e t o accomplish w i t h i n those 

16 d i f f e r e n t programs. 

17 The oth e r ones t h a t would go along the same 

18 l i n e would be the T and E s p e c i e s , the threatened and 

19 endangered s p e c i e s . That was also i d e n t i f i e d i n the 

20 RMP. So the m a j o r i t y of the i n f o r m a t i o n came out of 

21 the RMP. 

22 Q. When we look at the Section 26 problem, 

23 from your p e r s p e c t i v e , i d e n t i f y f o r us those issues 

24 t h a t you are concerned about when you're l o o k i n g f o r a 

25 w e l l l o c a t i o n f o r M e r i d i a n i n the n o r t h e a s t q u a r t e r of 
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1 S e ction 26? 

2 A. Okay. Our b i g g e s t concern on t h i s one was 

3 the l o c a t i o n of the Angel Peak Campground and the 

4 f i n a n c i a l investment t h a t we had as the BLM i n the 

5 campg round. 

6 Q. Are t h e r e any ot h e r issues or concerns f o r 

7 the BLM i n approving t h i s l o c a t i o n , o t h e r than t h e 

8 campground? 

9 A. Not i n the n o r t h e a s t q u a r t e r , no. 

10 Q. I s i t your d e c i s i o n t h a t you e x e r c i s e about 

11 the l o c a t i o n of w e l l s concerning the campground? 

12 A. I t would be i n the d i s c u s s i o n w i t h the 

13 r e c r e a t i o n planner at the o f f i c e . When i t f i r s t 

14 i n i t i a t e d and when we f i r s t s t a r t e d l o o k i n g a t the 

15 s i t e s and e v e r y t h i n g , I was, i n c o o r d i n a t i o n w i t h B i l l 

16 Overbaugh, who was our rec pl a n n e r at t h a t t i m e , t h e 

17 d i f f e r e n t l o c a t i o n s a d j a c e n t t o the campground. 

18 Q. Who signs o f f on the approval of t he 

19 l o c a t i o n f o r the BLM? 

20 A. The area manager u l t i m a t e l y would have the 

21 l a s t say so. I t would come from recommendations from 

22 people below. 

23 Q. Have you been p h y s i c a l l y on the ground of 

24 Sectio n 26 and know the topography? 

25 A. Y e s , s i r . 
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1 MR. KELLAHIN: Your w i t n e s s . 

2 EXAMINATION 

3 BY MR. STOVALL: 

4 Q. You say the g u i d e l i n e s come from an RMP on 

5 t h i s area. You don't happen t o have t h a t a v a i l a b l e , 

6 do you? 

7 A. I d i d n ' t b r i n g t h a t copy w i t h me, no. 

8 Q. RMP stands f o r what? 

9 A. Resource Management Plan. 

10 Q. How f a m i l i a r are you w i t h the BLM p o l i c y , 

11 the m u l t i - u s e r e s o u r c e , whatever t e r m i n o l o g y t h a t i s 

12 t h a t the BLM's got t h a t says you can do more than two 

13 t h i n g s w i t h a piece of land? 

14 A. We have t o deal w i t h i t every day when 

15 we're i n the f i e l d . I guess on t h i s one, coming back 

16 to i t , we were l o o k i n g up i n the RMP to see i f t h e r e 

17 was any d i r e c t c o n f l i c t w i t h the Angel Peak Campground 

18 area as i t was w r i t t e n up i n the RMP. There was only 

19 one, but i t was a f u t u r e d e s i g n a t i o n f o r no l e a s i n g i n 

20 the area because of the campground. 

21 Other than t h a t , v i s u a l i m p a c t s , as f a r as 

22 c o l o r i n g of p r o d u c t i o n equipment t o blend i n w i t h the 

23 environment. We had no r e a l - - I t h i n k the o t h e r one 

24 was the impacts or the closeness t o t h e campgrounds 

25 themselves. Right o f f h a n d those were two of the major 
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1 ones t h a t we were t r y i n g t o , you know, be w i t h i n when 

2 we were s e t t i n g up t h i s one l o c a t i o n . 

3 Q. What i s your understanding w i t h respect t o 

4 the p r i o r i t y of s u r f a c e use, such as a campground and 

5 development of underground resources? I s t h e r e a 

6 p r i o r i t y ? Which one i s more i m p o r t a n t than the other? 

7 A. W e l l , as f a r as, take BLM1s f i n a n c i a l 

8 investment i n t o the campground, i t would work t o 

9 p r o t e c t t h a t f i r s t and, at the same t i m e , develop t h e 

10 resources under the ground. 

11 Q. Now, from a f i n a n c i a l s t a n d p o i n t , do you 

12 have any i d e a , y o u r s e l f , what the f i n a n c i a l investment 

13 i n the campground i s ? 

14 A. No, s i r , I do n ' t . 

15 Q. So you wouldn't know what the f i n a n c i a l 

16 impact, j u s t t h a t l i m i t e d d o l l a r s and cents side of i t 

17 would be a l l t h a t you know of? 

18 A. That we are l o o k i n g at now. 

19 Q. Do you have any concept of what t h e value 

20 t o the government might be of the underground 

21 resource? 

22 A. I n d o l l a r f i g u r e s ? No. 

23 Q. You've t a l k e d i n terms of your l o o k i n g at 

24 p r o t e c t i n g the f i n a n c i a l investment i n the campground? 

2 5 A. R i g h t . 
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1 Q. I b e l i e v e these are f e d e r a l m i n e r a l s i n 

2 t h i s case, f e d e r a l gas? 

3 A. I b e l i e v e they a r e . 

4 Q. So the government has got two resources — 

5 A. E x a c t l y . 

6 Q. --which have a f i n a n c i a l w o r t h , which i t 

7 has to decide. Do you make any e v a l u a t i o n s ? For 

8 example, i f you co u l d produce s e v e r a l m i l l i o n d o l l a r s ' 

9 worth of r o y a l t y out of gas, i t would seem t o me t h a t 

10 a hundred-thousand-do 1 l a r campground s i t e might be 

11 p r o p e r l y s a c r i f i c e d from a f i n a n c i a l s t a n d p o i n t 

12 w i t h o u t any ot h e r concerns? 

13 A. Or, unless you coul d work i t t h e same way 

14 and have your campground, go ahead and develop t h e 

15 m i n e r a l s , w i t h o u t i n t e r f e r i n g w i t h the use of the 

1 6 campg round . 

17 Q. Okay. I buy t h a t , t o o . 

18 A. Which i s what we attempted t o do w i t h the 

19 second l o c a t i o n or the 2510 and 790. When we placed 

20 t h a t l o c a t i o n , those were some of the parameters we 

21 were l o o k i n g at to go ahead and develop the resources 

22 b u t , at the same t i m e , p r o t e c t the r e c r e a t i o n a l values 

23 t h a t we had i n p l a c e . 

24 Q. Now, p r o t e c t i n what sense? Are we t a l k i n g 

25 about p h y s i c a l damage to the campground? 
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1 A. No. I t would be more of your r e c r e a t i o n a l 

2 v a l u e s , using the areas and not having t o look at a 

3 pump jack or a dehy u n i t , s t o r a g e tanks or whatever. 

4 Q. I s i t your understanding t h a t BLM p o l i c y i s 

5 t h a t having t o look at p r o d u c t i o n equipment from a 

6 campsite d e s t r o y s the value of t h a t campsite? 

7 A. I t h i n k you would have t o ask the 

8 i n d i v i d u a l using the campsite on t h a t one. 

9 Q. The BLM i s the s u r f a c e owner. I'm asking 

10 you from the o f f i c i a l s t a n d p o i n t . 

11 A. I t h i n k we go back a g a i n , t o o , i f we look 

12 at the San Juan Basin we have a l o t of o i l and gas 

13 p r o d u c t i o n i n the area. And i n t h i s one l i t t l e area, 

14 i f we co u l d save some of i t f o r the r e c r e a t i o n a l i s t s 

15 and s t i l l have the o i l and gas, i t would be b e t t e r f o r 

16 both w o r l d s . 

17 That's what we were l o o k i n g at i n t h i s one 

18 p a r t i c u l a r case. You have t o go back and ask t h e 

19 i n d i v i d u a l using the campground. I would r a t h e r use 

20 the campground w i t h o u t having t o look at th e o i l and 

21 gas f a c i l i t i e s , i f I c o u l d , i n knowing t h e y ' r e s t i l l 

22 t h e r e . For somebody e l s e i t p r o b a b l y wouldn't m a t t e r 

23 t o them. That's my personal f e e l i n g . 

24 Q. And I understand t h a t now we've g o t t e n 

25 i n t o - - a n d t h a t ' s why I've asked you t o perhaps, i f you 
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1 can, separate your personal — and t h e r e ' s n o t h i n g wrong 

2 w i t h — I don't c h a l l e n g e your p e r s o n a l , but r a t h e r as a 

3 r e p r e s e n t a t i v e of the BLM, does the BLM have any 

4 g u i d e l i n e s by which you would say your personal 

5 pr e f e r e n c e s are tempered or guided? I s t h e r e 

6 something t o help you i n t h a t as an o f f i c i a l 

7 r e p r e s e n t a t i v e of the BLM? 

8 A. W e l l , going back t o our v i s u a l r e s o u r c e s , 

9 where you t r y t o blend i n w i t h the su r r o u n d i n g 

10 environment, would be some c r i t e r i a t h a t we f o l l o w . 

11 Q. You're r e f e r r i n g t o what, as a 

12 documentation? 

13 A. As a VRM, V i s u a l Resource Management 

14 c r i t e r i a . I can't t e l l you when i t was passed i n , but 

15 i t was f o r c o l o r - c o d i n g i n c e r t a i n areas, r e l a t e d o i l 

16 and gas a c t i v i t y . Say i f you were i n the p i n o n , 

17 j u n i p e r area, you would p a i n t the s t u f f green t o blend 

18 i n w i t h the su r r o u n d i n g environment. 

19 Q. C e r t a i n l y the OCD i s n ' t concerned about 

20 what c o l o r the p r o d u c t i o n f a c i l i t i e s a r e . 

21 A. E x a c t l y . 

22 Q. I'm more concerned, i n terms of p l a c i n g a 

23 f a c i l i t y , you heard Mr. Edwards' t e s t i m o n y , I b e l i e v e , 

24 r e g a r d i n g h i s o n - s i t e i n s p e c t i o n i n a t t e m p t i n g t o 

25 determine a l o c a t i o n ? 
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1 A. Y e s , s i r . 

2 Q. This l o c a t i o n encroaches by what, 660 f e e t 

3 from what we would c o n s i d e r , f o r spacing purposes, an 

4 orthodox l o c a t i o n . I f you reduce t h a t 660 f e e t t o 

5 something l e s s , i n ot h e r words, move the w e l l pad 

6 f u r t h e r n o r t h , what, based on your o b s e r v a t i o n out 

7 t h e r e , what does t h a t do t o the campsite? Does i t 

8 simply move i t c l o s e r so t h a t you can see i t b e t t e r ? 

9 Does i t encroach i n t o the camp s i t e , a c t u a l l y make a 

10 campsite unusable, or what does i t do? 

11 A. Yes, on the one c o r n e r . 

12 Q. Please f e e l f r e e t o r e f e r t o t h a t , yes. 

13 A. I b e l i e v e i t was i n , what, E x h i b i t 3? 

14 EXAMINER STOGNER: And you're l o o k i n g at a 

15 copy of the topo map, i s t h a t c o r r e c t ? 

16 THE WITNESS: Yes, s i r . 

17 Q. I look at E x h i b i t 3, the topo map behind 

18 M e r i d i a n ' s E x h i b i t 3, and I see four t r i a n g l e s which 

19 r e p r e s e n t campsites? 

20 A. R i g h t . That's the east h a l f of the 

21 campground. Between t h a t l a s t t r i a n g l e t h e r e t o the 

22 n o r t h e a s t and the d o t , t h a t ' s the P & A'd l o c a t i o n . 

23 Q. The red dot? 

24 A. On mine i t ' s j u s t b lack and w h i t e . 

25 Q. With an arrow p o i n t i n g at i t ? 
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1 A. No, i t ' s the one south of t h a t . 

2 Q. Okay. Okay. I'm w i t h you. 

3 A . We have a p a r k i n g area and then a p i c n i c 

4 t a b l e i s adja c e n t to i t . From t h a t dot i t ' s 

5 a p p r o x i m a t e l y 150 f e e t t o our campground and our 

6 pa rk ing f a c i l i t i e s . What Neale was e x p l a i n i n g i s t h a t 

7 i f he l a i d i t out the way they've been l a y i n g out the 

8 F r u i t l a n d Coal w e l l s , h a l f of our p a r k i n g area would 

9 be taken out and t h a t one campsite would be no l o n g e r . 

10 Q. You're l o o k i n g at the n o r t h most t r i a n g l e , 

11 r i g h t ? and going s l i g h t l y n o r t h e a s t of t h a t ? I s t h a t 

12 the dot you're t a l k i n g about, t h e p a r k i n g area you're 

13 t a l k i n g about ? 

1 4 A. Okay, yeah. There's a red l i n e t h a t goes 

15 thro u g h a black d o t . I j u s t now n o t i c e d t h a t . 

1 6 Q. A red l i n e through a b l a c k d o t . 

17 A. Does t h a t show up on yours? 

18 Q. The dot you're t a l k i n g about, I see as 

19 c i r c l e s , i s t h a t c o r r e c t ? 

20 A. Yeah , c i r c l e s . 

21 Q. Okay. North of the road? 

22 A. R i g h t , n o r t h of the road. 

23 Q. Now, t h a t sguare, the dark square, i s the 

24 proposed l o c a t i o n , i s t h a t r i g h t ? 

25 A. That's t h e proposed l o c a t i o n at 2510 from 
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1 the n o r t h and 790 from the e a s t . 

2 Q. I f t h a t were moved, say, 200 f e e t n o r t h and 

3 I don't have a scale here so I can't e x a c t l y t e l l you, 

4 s t i l l south of the road, what does t h a t do t o the 

5 campsite? 

6 A. I t puts us c l o s e r t o the campsite and i n 

7 d i r e c t v i s i o n of the campsite. Where t h a t b l a c k 

8 square i s now, we've got i t tucked back i n behind t h e 

9 h i l l so t h a t you can't see i t v i s u a l l y from any one of 

10 the campsites. 

11 Q. Okay. So p u r e l y from a sur f a c e 

12 r e c r e a t i o n a l use s t a n d p o i n t , t h a t i s p r e f e r a b l e to 

13 have t h a t out of s i g h t ? 

14 A. Yes. 

15 Q. But i f you moved i t n o r t h , say, and again 

16 I'm saying 200 f e e t but somewhere south of the road i n 

17 what appears t o be t e r r a i n , i t might be v i s u a l l y - -

18 A. U n a t t r a c t i v e ? 

19 Q. You might see i t , i t might be v i s u a l l y 

20 t h e r e , l e t ' s not put a value judgment on i t at t h e 

21 moment, i t might be v i s u a l l y there? You could see i t ? 

22 A. Yes, i t would be t h e r e i n the open where 

23 you c o u l d see i t . 

24 Q. But you co u l d s t i l l have access t o the 

25 campsite, r i g h t ? 
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1 A. Y e s , s i r . 

2 Q. Now we run i n t o the issue t h a t we're r e a l l y 

3 concerned about, what t h i s agency i s concerned w i t h i s 

4 the e f f e c t i v e drainage area. Do you know i f the BLM 

5 owns Sectio n 25 mine r a l s ? 

6 A. No. 

7 Q. Do you know i f they own the south h a l f of 

8 26? Do you have any idea? 

9 A. I b e l i e v e a l l of 26 i s f e d e r a l m i n e r a l s . 

10 Q. When you look at a t t e m p t i n g t o set up, 

11 l o o k i n g at the underground resource now, the gas i n 

12 place and p a r t i c u l a r l y i n the F r u i t l a n d Coal 

13 f o r m a t i o n , i s t h e r e anybody i n the BLM who gets 

14 i n v o l v e d i n t h i s d e c i s i o n process i n l o o k i n g a t t h i s 

15 t h i n g and s a y i n g , w a i t a mi n u t e , l e t ' s balance the 

16 underground r e s o u r c e , how can we develop and make sure 

17 we're n o t - - f o r example, we're t r y i n g t o make sure t h a t 

18 two w e l l s a r e n ' t d r a i n i n g the same l i t t l e spot of gas 

19 and t h a t t h e r e i s n ' t gas being l e f t b e h i n d . We're 

20 t r y i n g t o keep these w e l l s spaced at r o u g h l y a u n i f o r m 

21 p a t t e r n around the pool t o make sure t h a t the gas i s 

22 being f a i r l y c o m p l e t e l y developed. 

23 A. Um-hm. 

24 Q. I s t h e r e anybody, when you go through t h i s 

25 s i t e a p p r o v a l process, i s t h e r e anybody who looks at 
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1 t h a t aspect of i t ? 

2 A. The r e s e r v o i r d r a i n a g e . 

3 Q. Yes. Who does t h a t ? Do you do t h a t , s i r ? 

4 A. No, s i r , I'm not i n v o l v e d i n t h a t . 

5 Q. Who i s the i n d i v i d u a l t h a t does t h a t i n the 

6 Farmington area? 

7 A. G a i l K e l l e r . 

8 Q. I s t h a t done at the time of l o c a t i o n 

9 approval? 

10 A. I c o u l d n ' t t e l l you when the cases are done 

11 on the r e s e r v o i r management. 

12 Q. What I'm asking you i s , when a l o c a t i o n i s 

13 s u b m i t t e d t o the BLM f o r a p p r o v a l - - I f I understand 

14 what happens, you go out and go through an o n - s i t e - -

15 A. Can I take you through the steps? 

16 Q. Sure. That would be g r e a t . 

17 A. What I ' l l do i s , w e ' l l s e t up our meetings 

18 w i t h the companies t o go look at the s i t e s i n t he 

19 f i e l d . We'll do a l l of our work i n the f i e l d and make 

20 sure e v e r y t h i n g i s complete t o t h a t p o i n t t h a t we're 

21 i n v o l v e d w i t h . We'll do any su r f a c e t i p s t h a t we may 

22 want t o add t o the pad f o r b u i l d i n g i t i n t h a t 

23 l o c a t i o n , say l i k e f o r proper water d r a i n a g e , cut 

24 s l o p e s , keep them down under a c e r t a i n percentage or 

25 whateve r . 
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1 We'll also get an a r c h a e o l o g i c a l r e p o r t , an 

2 in-house arc r e p o r t c h e c k l i s t t h a t w e ' l l put w i t h our 

3 package. When we approve t h a t and sig n o f f on t h a t , 

4 then we send i t over t o the engineer s e c t i o n , 

5 petroleum engineers and a l l , and then t h a t i s 

6 when--they have a l r e a d y worked on some of t h e i r 

7 down-hole i n f o r m a t i o n up u n t i l t h e n , but they put the 

8 f i n a l package t o g e t h e r b e f o r e the APD i s approved. 

9 Q. Okay, so t h a t the underground f o l k s do look 

10 at t h i s b e f o r e the APD i s approved, and not sometime 

11 l a t e r when t h e y ' r e doing a d r a i n a g e - -

12 A. As f a r as I understand the process, yes. 

13 Q. I s t h e r e an i n d i v i d u a l i n the Farmington 

14 resource area who i s r e s p o n s i b l e , t h e n , f o r 

15 b a l a n c i n g - - o h , l e t me back up a step f i r s t and ask you 

16 a q u e s t i o n . 

17 Taking t h i s as an example, you've taken 

18 t h i s l o c a t i o n , you've p i c k e d one t h a t i s v i s u a l l y t h e 

19 l e a s t o f f e n s i v e , most acceptable based upon your 

20 c r i t e r i a , but t h e r e are l o c a t i o n s which are more 

21 o f f e n s i v e , l e s s a c c e p t a b l e based upon your c r i t e r i a , 

22 but t h e r e are l o c a t i o n s which are more o f f e n s i v e , l e s s 

23 a c c e p t a b l e based upon your c r i t e r i a but are more 

24 standard a c c o r d i n g t o the spacing c r i t e r i a of the 

25 p o o l , c o r r e c t ? F u r t h e r n o r t h ? I n o t h e r words, my 
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1 l o c a t i o n 200 f e e t f u r t h e r n o r t h ? 

2 A. Yeah. When the d e d i c a t i o n was changed, 

3 yeah . 

4 Q. I mean, I'm not going t o get i n t o t he s t u f f 

5 t h a t M e r i d i a n d i d bouncing us around on t h a t . I'm 

6 j u s t using t h i s case to d e s c r i b e the process. 

7 When you send t h a t t o the r e s e r v o i r people, 

8 do you send them the a l t e r n a t i v e s ? Do you e x p l a i n t h e 

9 a l t e r n a t i v e s ? Do you say, Okay, here's Choice 1 from 

10 our use, here's Choice 2 or Choice 3, and we have a 

11 r a t i n g and we r a t e t h i s one higher by so many p o i n t s 

12 or something? Now, you r e s e r v o i r people look and 

13 see — 

14 A. No, we don't. I t would be nic e to do i t , 

15 i f you had the time t o do i t , but we don't . 

16 Q. Oh, we understand the time f a c t o r , b e l i e v e 

17 me. We a l l operate under the same c o n s t r a i n t s . 

18 So, i n ot h e r words, when the r e s e r v o i r 

19 people get i t , they look at your surface-approved 

20 l o c a t i o n and what do they do w i t h i t , then? Do you 

21 have any idea? 

22 A. No, s i r . 

23 Q. You say G a i l K e l l e r does t h a t ? 

24 A. G a i l i s i n r e s e r v o i r management. Steve 

25 Mason also does--works a l o t w i t h , say, the unorthodox 
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1 l o c a t i o n s , which, I guess, he works a l o t w i t h you 

2 guys on unde r s t a n d i n g orthodox l o c a t i o n s , and then he 

3 w a i t s f o r approvals from the S t a t e b e f o r e approving 

4 these c e r t a i n l o c a t i o n s t h a t may be unorthodox. But 

5 as f a r as the working order w i t h i n the engineer p a r t 

6 of i t , I can't answer t h a t one f o r you. 

7 Q. Where I'm headed w i t h t h i s , and we pr o b a b l y 

8 need t o develop more i n f o r m a t i o n w i t h some people t h a t 

9 a r e n ' t here, perhaps--and t h e r e are o t h e r people from 

10 the BLM i n t h i s room — i s t h e r e anybody t h a t ' s i n v o l v e d 

11 i n t h a t process who i s i n the room, on the r e s e r v o i r 

12 side? 

13 A. Y e s , s i r . 

14 Q. Where I'm headed i s , we're s o r t of 

15 b a l a n c i n g v a l u e s , i f you w i l l . We t a l k e d about t h e 

16 s t r a i g h t economic a n a l y s i s of g i v i n g up a 

17 hundred-1housand-do 11ar campground f o r a 

18 mu11i-mi 11 i o n - d o 1 l a r r o y a l t y , and t h a t ' s pure 

19 economics. That's easy t o make t h a t judgment, r i g h t , 

20 i f you don't throw any personal judgments i n t o i t ? 

21 A. Yes. 

2 2 Q. Does somebody i n the BLM oversee you, say, 

23 i n the e n g i n e e r i n g and say, okay, t h i s i s v i s u a l l y 

24 more accep t a b l e but from a r e s e r v o i r s t a n d p o i n t t h i s 

25 l o c a t i o n i s more acceptable and we're going t o balance 

CUMBRE COURT REPORTING 
(505) 984-2244 



n 

1 the importance or s i g n i f i c a n c e ? 

2 A. Which u l t i m a t e l y would be the area 

3 manager's r e s p o n s i b i l i t y , which i s r e a l l y a l l of our 

4 job i s what we were t a l k i n g about e a r l i e r , what you 

5 brought up about the m u l t i p l e - u s e management of the 

6 p u b l i c l a n d , which i s how we're t r y i n g t o balance 

7 these out and make them both work i n the same areas. 

8 Yes, t h a t would u l t i m a t e l y be the area 

9 manager's c a l l , I guess you coul d c a l l i t , on s t i c k y 

10 s i t u a t i o n s or t r o u b l e spots t h a t you may get i n t o . 

11 Q. Again, I p o i n t out t h a t I'm more l o o k i n g at 

12 t h i s as a process. The purpose f o r t h i s whole 

13 e x e r c i s e i n t h i s case i s t o b u i l d a record t o help us 

14 c o n t i n u e the c o o p e r a t i v e e f f o r t t o make these t h i n g s 

15 work. I s t h e r e anybody here who i s i n v o l v e d i n t h a t 

16 b a l a n c i n g i n t h i s room, t h a t you know o f , t h a t ' s 

17 i n v o l v e d i n the b a l a n c i n g ? 

18 A. Bruce F l y n n . 

19 Q. I may ask Mr. Flynn t o address t h i s i n a 

20 moment, but I want to make sure t h a t we've covered a l l 

21 bases w i t h you f i r s t . 

22 I am going to t r y t o sum up what I t h i n k I 

23 understand you've s a i d w i t h respect t o your s p e c i f i c 

24 r o l e i n the a p p r o v a l process. What I understand i s 

25 t h a t when the o p e r a t o r p i c k s a t e n t a t i v e l o c a t i o n and 
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1 they've gone out and we understand they've done a l o t 

2 of e l i m i n a t i o n of s i t e s because they know you won't 

3 approve i t ? I n o t h e r words, somewhere between--in 

4 t h a t l i t t l e loop of the road i s p r o b a b l y an 

5 unacceptable l o c a t i o n , r i g h t ? r i g h t i n t h e middle of 

6 the t r i a n g l e there? 

7 A. Y e s , s i r . 

8 Q. They could s a f e l y e l i m i n a t e t h a t w i t h o u t 

9 your h e l p , I would t h i n k . A f t e r they p i c k what they 

10 t h i n k i s an accept a b l e l o c a t i o n , they make 

11 arrangements t o go out w i t h you and then perhaps an 

12 a r c h a e o l o g i s t and whoever e l s e may be i n v o l v e d i n 

13 e v a l u a t i n g the s u r f a c e l o c a t i o n , i s t h a t c o r r e c t ? 

14 A. Y e s , s i r . 

15 Q. You go out and look at i t and do your best 

16 t o apply the BLM g u i d e l i n e s and the management plan 

17 and the v i s u a l impact r u l e s or whatever a l l those 

18 t h i n g s are c a l l e d , and you make a d e t e r m i n a t i o n as t o 

19 whether or not t h a t i s an acceptable s i t e from a 

20 s u r f a c e use l o c a t i o n , i s t h a t c o r r e c t ? 

21 A. Yes, s i r . Nine times out of ten t h a t w i l l 

22 happen. And t h e n , those o t h e r t e n p e r c e n t , y o u ' l l 

23 p r o b a b l y take the s p e c i a l i s t f o r t h a t f i e l d , whether 

24 i t would be t h r e a t e n e d and endangered p l a n t s , 

25 w i l d l i f e , r e c r e a t i o n , and take him or her back t o the 
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1 f i e l d and have them look at the l o c a t i o n and t r y t o 

2 come up w i t h some a l t e r n a t i v e s from t h e r e . 

3 Q. So when you're out i n the f i e l d , you may 

4 s i t t h e r e and say, w e l l , I r e a l l y don't l i k e t h i s but 

5 i f we go 50 yards t h i s way we may be b e t t e r o f f , i s 

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

7 A. That's c o r r e c t . 

8 Q. You don't do the thr e a t e n e d and endangered 

9 spec i e s ? 

10 A. I was doing one of them f o r a w h i l e . That's 

11 when we were shorthanded and we d i d n ' t have our 

12 c o o r d i n a t o r . Since then the r o l e has been turne d back 

13 over t o t h a t i n d i v i d u a l . 

14 Q. How many BLM people c o u l d be i n v o l v e d i n 

15 j u s t the s u r f a c e e v a l u a t i o n ? I mean, j u s t a c t u a l l y 

16 out i n the f i e l d and l o o k i n g at i t ? How many 

17 d i f f e r e n t s p e c i a l i s t s do you have t h a t c o u l d be 

18 i n v o l v e d i n i t ? I n ot h e r words, you coul d have some 

19 t h r e a t e n e d and endangered species i n here as w e l l , 

20 r i g h t ? 

21 A. Um-hm. 

22 Q. And somebody e l s e would have t o go look at 

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

24 A. C o r r e c t . You coul d get up t o f i v e or s i x 

25 d i f f e r e n t s p e c i a l i s t s . That's i f you had a unique 
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1 s i t u a t i o n where e v e r y t h i n g went wrong at once. 

2 Q. You co u l d have archaeology, t h r e a t e n e d and 

3 endangered--

4 A. W i l d l i f e . 

5 Q. R e c r e a t i o n . And then somebody else who i s 

6 i n v o l v e d w i t h the underground a n a l y s i s of i t , what's 

7 going on, t o get the resource out? 

8 A. R i g h t . 

9 Q. And each of you s p e c i a l i s t s would go back 

10 and make your recommendations w i t h i n your f i e l d of 

11 e x p e r t i s e , and some s o r t of c o n s o l i d a t e d r e p o r t goes 

12 to the area manager who says yea or nay t o the EPD? 

13 A. Yes . 

14 Q. Yea or nay w i t h s t i p u l a t i o n s , or yea w i t h 

15 s t i p u l a t i o n s ? 

16 A. Yes. I t may be y o u ' l l want t o move i t 

17 some, you may want to s t i p i t c e r t a i n ways t o b r i n g i t 

18 up, I guess. 

19 Q. But your i n d i v i d u a l r e s p o n s i b i l i t y doesn't 

20 i n c l u d e any of the ba l a n c i n g ? You r e a l l y are 

21 s t r i c t l y , l a r g e l y , surface? 

22 A. Some of the b a l a n c i n g may come up w i t h an 

23 idea t o make both ends work out and be happy and go 

24 ahead and produce the resources and p r o t e c t the 

25 environment, whatever i t may be, on the s u r f a c e . 
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1 MR. STOVALL: Okay. I don't t h i n k I have 

2 any more q u e s t i o n s f o r Mr. E l l s w o r t h . 

3 EXAMINATION 

4 BY EXAMINER STOGNER: 

5 Q. Mr. E l l s w o r t h , i s the f o o t b a t h i n 

6 e x i s t e n c e a t t h i s t i m e , or i s i t a proposed f o o t path? 

7 A. There i s one t h e r e . 

8 MR. STOVALL: The red d o t t e d l i n e t h a t 

9 goes — 

10 THE WITNESS: Yeah, i t goes from the 

11 p a r k i n g l o t - - i t ' s hard t o t e l l on here--and kinds of 

12 goes i n t h a t n o r t h e r l y d i r e c t i o n . 

13 Q. Now, we acknowledged t h a t dot being a 

14 plugged and abandoned w e l l . Was t h a t plugged and 

15 abandoned w e l l i n e x i s t e n c e b e f o r e the campground was 

16 put there? 

17 A. I can't answer t h a t one. A l l I know i s , 

18 the e i g h t years I've been i n Farmington, the P & A'd 

19 l o c a t i o n has been r i g h t t h e r e where i t i s now. 

20 Q. How o l d i s the campground? 

21 A. 25 to 30 years o l d , so i t ' s been t h e r e f o r 

22 g u i t e a few y e a r s . 

23 MR. STOVALL: Let me ask a p u r e l y 

24 judgmental q u e s t i o n , Mr. E l l s w o r t h . Have e s o t e r i c 

25 values changed on p e r c e p t i o n s o i l and gas p r o d u c t i o n 
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1 and use of campsites over t h a t 25-year p e r i o d , t o your 

2 knowledge? 

3 THE WITNESS: I'm sure i t has. 

4 Q. (BY EXAMINER STOGNER) That w e l l was spud 

5 i n 51 and P & A'd i n 1982, so what you're t e l l i n g me, 

6 the campground converged on t h a t u n s i g h t l y - - I 1 m s o r r y , 

7 the t e s t w e l l . 

8 I s t h e r e a d r y - h o l e marker on t h a t w e l l , do 

9 you know? 

10 A. Yes, s i r , t h e r e i s . 

11 EXAMINER STOGNER: No f u r t h e r q u e s t i o n s of 

12 Mr. E l l s w o r t h . 

13 MR. STOVALL: I would l i k e to ask Mr. Flynn 

14 i f he would be w i l l i n g t o d e s c r i b e the process from 

15 the s u p e r v i s o r ' s s t a n d p o i n t . Let's go ahead and since 

16 we are on the r e c o r d , l e t ' s go ahead and a d m i n i s t e r an 

17 o a t h . 

1 8 BRUCE FLYNN 

19 the wit n e s s h e r e i n , a f t e r having been f i r s t d u l y sworn 

20 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 : 

21 EXAMINATION 

22 BY MR. STOVALL: 

23 Q. Let me ask you, f o r the r e c o r d , to i d e n t i f y 

24 y o u r s e l f and your occupation,? 

25 A. Bruce F l y n n . I'm the s t a f f c h i e f of the 
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1 Lands, C u l t u r a l and Environmental Compliance S t a f f 

2 w i t h the Farmington o f f i c e of the BLM. 

3 Q. What does t h a t e n t a i l ? What are your 

4 r e s p o n s i b i l i t i e s ? 

5 A. My s t a f f i s r e s p o n s i b l e f o r conducting 

6 o n - s i t e , such as t h i s f o r t h i s w e l l , conducting 

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

8 power l i n e s , many m u l t i p l e - u s e f a c e t s of i t . I have 

9 15 employees t h a t work f o r me. 

10 Q. Mr. E l l s w o r t h i d e n t i f i e d the v a r i o u s 

11 s p e c i a l i s t s who may be i n v o l v e d i n any given s u r f a c e 

12 l o c a t i o n . With respect to the su r f a c e people, do they 

13 a l l r e p o r t to you? 

14 A. No. I don't have the w i l d l i f e s t a f f and 

15 range and those types of s p e c i a l i s t s , but I do have 

16 r e c r e a t i o n , c u l t u r a l , r e a l t y and su r f a c e compliance. 

17 I t h i n k the one p o i n t I would l i k e to make 

18 i s t h a t when these tough s i t u a t i o n s , these tough 

19 l o c a t i o n s come up, t h a t ' s being k i n d of presented here 

20 e a r l i e r , t h i s i s Don's c a l l . This i s n ' t Don's c a l l . 

21 When he comes up a g a i n s t a tough l o c a t i o n t h a t ' s got 

22 some p o t e n t i a l c o n t r o v e r s y or problems w i t h i t , 

23 management gets i n v o l v e d e a r l y on i n t h a t process. 

24 M y s e l f , the o t h e r s t a f f c h i e f s and the area manager, 

25 Ron F e l l o w s , have been on t h i s l o c a t i o n , have 
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1 p h y s i c a l l y walked i t . And t h i s i s the BLM1s p o s i t i o n , 

2 i t i s not Don E l l s w o r t h ' s p o s i t i o n , t h a t t h i s i s the 

3 best l o c a t i o n f o r t h a t w e l l , b a l a n c i n g , as you've 

4 d e s c r i b e d , the m u l t i p l e - u s e t r a d e o f f s t h a t are 

5 i n v o l v e d here. We're t r y i n g t o c r e a t e a win-win 

6 s i t u a t i o n here, where we preserve and manage t h a t 

7 r e c r e a t i o n a l f a c i l i t y t h e r e and develop the m i n e r a l 

8 resources here, t o o . 

9 I t h i n k most of the issue from our 

10 p e r s p e c t i v e , as has been discussed many times here 

11 a l r e a d y i n the l a s t hour, a c t u a l l y the d e d i c a t i o n of 

12 the s e c t i o n . I t i s an orthodox l o c a t i o n f o r an east 

13 h a l f d e d i c a t i o n , and the d r i v i n g f o r c e t h a t even 

14 c r e a t e d t h i s i s the p r e v i o u s a d m i n i s t r a t i v e approval 

15 of an unorthodox l o c a t i o n i n the southwest c o r n e r ; and 

16 t h a t , t i e d t o t h i s s i t u a t i o n , has cre a t e d a need t o 

17 c r e a t e m u l t i p l e - u s e t r a d e o f f s . 

18 Q. I would assume as a su r f a c e s u p e r v i s o r - - a n d 

19 I ' l l use t h a t f o r lock of a b e t t e r t e r m - - t h a t you 

20 would concur i n the use of an e x i s t i n g w e l l f o r 

21 r e c o m p l e t i o n r a t h e r than new d r i l l i n g , i s t h a t 

22 c o r r e c t ? 

23 A. We t r y and do t h a t a l l the t i m e . That's 

24 our normal p o l i c y . We t r y and tw i n l o c a t i o n s and use 

25 e x i s t i n g f a c i l i t i e s . As I t h i n k Don and everyone has 
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1 t a l k e d about, t h a t e x i s t i n g P & A , the l o c a t i o n s i t e 

2 t h a t M e r i d i a n has been using f o r these e x i s t i n g coal 

3 gas w e l l s i s much l a r g e r than the o l d P i c t u r e d C l i f f 

4 w e l l s and s t u f f t h a t were b u i l t many years ago, and 

5 t h a t pad s i z e and the way t h e y ' r e completing them 

6 would c r e a t e much more s i g n i f i c a n t impacts t o the 

7 campground than the o l d P i c t u r e d C l i f f w e l l t h a t was 

8 d r i l l e d t h e r e many years ago. That b a s i c a l l y has 

9 healed i t s e l f and i s not t h a t much of a scar t o what 

10 the s i t u a t i o n i s t h e r e . 

11 Q. What f a c i l i t y s p e c i f i c a l l y are you t a l k i n g 

12 about i n terms of t h i s v i s u a l impact? 

13 A. The f a c i l i t i e s f o r these coal w e l l s ? I s 

14 t h a t what you're asking? 

15 Q. Yes. You s a i d they were worse v i s u a l l y ? 

16 A. W e l l , the s i z e and the number of f a c i l i t i e s 

17 i s much more numerous f o r the F r u i t l a n d Coal types of 

18 w e l l s i n the Basin than f o r the P i c t u r e d C l i f f w e l l s . 

19 The pad s i z e f o r these i s running 240 by 300, i s what 

20 M e r i d i a n i s asking f o r . We paced o f f t h a t e x i s t i n g 

21 l o c a t i o n l a s t week and i t ' s about 150 by 200, the 

22 e x i s t i n g d i s t u r b a n c e . 

23 Q. I s t h a t a d r i l l i n g pad s i z e or i s t h a t a 

24 producing pad s i z e t h a t you're t a l k i n g about? 

25 A. B a s i c a l l y they leave i t a l l the same. 
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1 There's no rehab, no p u l l back on t h a t because they 

2 place t h e i r p r o d u c t i o n t a n k s , t h e i r s e p a r a t o r s and 

3 t h e i r d e h y d r a t o r s on t h a t t h i n g , asking f o r c e r t a i n 

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

5 Most of the F r u i t l a n d w e l l s have got one to 

6 two t o t h r e e , up to f i v e , around the r e s e r v o i r , water 

7 tanks on them based upon the amount of water t h a t ' s 

8 produced. You end up having much more f a c i l i t i e s on 

9 these F r u i t l a n d Coal gas w e l l s than we have i n the 

10 past w i t h a P i c t u r e d C l i f f w e l l or a Dakota w e l l . 

11 Q. You heard me going through the e x e r c i s e 

12 w i t h Mr. E l l s w o r t h on t h i s b a l a n c i n g , and d i s c u s s i n g 

13 l o c a t i o n s w i t h the r e s e r v o i r people. Can you de s c r i b e 

14 t h a t process more c o m p l e t e l y than he did? 

15 A. I t h i n k I can add a couple of t h i n g s t o 

16 i t . A l l the a l t e r n a t i v e l o c a t i o n s looked at i n the 

17 package goes over to the d r i l l i n g and p r o d u c t i o n 

18 department. They're a t t a c h e d . I f we looked at a 

19 M e r i d i a n or Amoco l o c a t i o n t h r e e or four d i f f e r e n t 

20 t i m e s , a l l of those o n - s i t e forms go over' t o the 

21 d r i l l i n g and become p a r t of the o f f i c i a l case f i l e f o r 

22 t h a t w e l l . 

23 We run a l i n e t hrough them and say t h i s 

24 t h i n g has been moved f o r whatever the reason may be. 

25 Archaeology may be a reason, t h r e a t e n e d and endangered 
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1 p l a n t s , whatever i t may be, but those become p a r t of 

2 the o f f i c i a l case f i l e and we r e t a i n t h o s e . B a s i c a l l y 

3 what Don de s c r i b e d i s c o r r e c t , the APD i s f i l e d , t he 

4 d r i l l i n g and the engineers do t h e i r work at the same 

5 time we're doing our su r f a c e work, and the su r f a c e 

6 work comes back t o g e t h e r , the d r i l l i n g engineers and 

7 the v a r i o u s people do the f i n a l looks a t i t and make 

8 the d e t e r m i n a t i o n whether i t ' s orthodox or unorthodox, 

9 and then w a i t f o r those approvals on t h a t . 

10 Q. When t h a t ' s done, does i t ever happen t h a t 

11 the r e s e r v o i r f o l k s w i l l say, t h a t ' s a g r e a t s u r f a c e 

12 l o c a t i o n but i t i n a d e q u a t e l y d r a i n s the r e s e r v o i r ? 

13 For example, you can see a s i t u a t i o n where 

14 an encroachment would d r a i n some leave some f e d e r a l 

15 gas i n the ground. Have they ever looked at t h a t and 

16 s a i d , gee, t h a t ' s g r e a t , f e l l a s , but we need to move 

17 t h i s w e l l — ag a i n , t o use my example on E x h i b i t 3--200 

18 f e e t n o r t h , a l i t t l e c l o s e r t o the road? You may be 

19 able t o see i t from the campground, but i n f a c t we're 

20 going t o get more gas out of the r e s e r v o i r i f we do 

21 t h a t and t h a t ' s an acceptable t r a d e o f f ? 

22 A. I haven't been i n v o l v e d i n t h a t k i n d of a 

23 c o n v e r s a t i o n , but I know we have numerous 

24 c o n v e r s a t i o n s or even f i e l d t r i p s . A gain, two weeks 

25 ago the m i n e r a l s group went out w i t h us on a proposed 
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1 l o c a t i o n by a company t h a t would have created a 

2 drainage s i t u a t i o n , and we were l o o k i n g f o r those 

3 kinds of a l t e r n a t i v e s . And we recognized up f r o n t , i n 

4 our o n - s i t e , t h a t the a l t e r n a t i v e s were going t o 

5 c r e a t e a drainage s i t u a t i o n . I n t h a t case i t was 

6 going t o be d r a i n i n g S t a t e m i n e r a l s . 

7 We r e a l i z e d t h a t and we i n v o l v e d them in 

8 t h a t thought process. I t happens. But I t h i n k i t ' s 

9 t o our c r e d i t . We d i d over 1,600 o n - s i t e s i n t h a t 

10 o f f i c e t h i s year f o r new w e l l s , t h a t ery few of these 

11 get to you because we can work out these s u i t a b l e 

12 s o l u t i o n s . 

13 Q. When you're having these d i s c u s s i o n s , and 

14 t h i s i s where the r e s e r v o i r people get i n v o l v e d , do 

15 they look a t - - For example, you heard me when I was 

16 t a l k i n g t o Mr. Alexander and t a l k i n g about l o c a t i o n s 

17 i n Section 25 and g e t t i n g some d i s t a n c e from the w e l l 

18 even though i t might not be r e q u i r e d by the r u l e s . I s 

19 t h a t looked at by r e s e r v o i r f o l k s ? 

20 A. We would i n v o l v e them i n t h a t thought 

21 process, yes, s i r . I n t h i s case, as I t h i n k Mr. 

22 Alexander e x p l a i n e d , the present l o c a t i o n i s 790 from 

23 the east l i n e . T h e o r e t i c a l l y i t ' s w i t h i n the window 

24 from the east l i n e , so t h e r e wouldn't be o v e r a l l t h a t 

25 much e f f e c t on the east s e c t i o n , S e c t i o n 25, the way I 
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1 understand i t , because we've p r o b a b l y approved 

2 hundreds of l o c a t i o n s t h a t are t h a t c l o s e t o t h a t east 

3 l i n e . 

4 The th e o r y f o r the window at t h a t p o i n t , 

5 and the involvement by the drainage and those types of 

6 people would be minimal at t h a t p o i n t . Now, i f we 

7 came i n w i t h something t h a t was 200 from the east 

8 l i n e , we d e f i n i t e l y would be i n v o l v i n g those and 

9 t e l l i n g them, hey, t h i s i s the s i t u a t i o n . What i s t h e 

10 e f f e c t and who i s the a d j a c e n t m i n e r a l holder? What 

11 can we do t o m i t i g a t e t h a t ? Are we going t o have to 

12 form c o m m u n i t i z a t i o n agreements, what are we going t o 

13 have t o do, or can we go t o some ot h e r t r a d e - o f f ? But 

14 t h e y ' r e i n v o l v e d i n t h a t d i s c u s s i o n . 

15 Q. I'm using t h i s case more as an example than 

16 being s p e c i f i c , i f you look at what M e r i d i a n ' s a p p l i e d 

17 f o r i n Section 26--and I b e l i e v e we have on the record 

18 t h a t M e r i d i a n a l s o owns Sectio n 25--have you ever been 

19 i n the s i t u a t i o n where you say, a l l r i g h t , l e t ' s look 

20 at t h i s , but l e t ' s look at what you pla n t o do around 

21 i t ? t e n t a t i v e plans f o r around t h a t , and t r y t o come 

22 up w i t h more of an area plan f o r development? 

23 A. We've asked the companies, and these f o l k s 

24 w i t h M e r i d i a n p r o b a b l y haven't been p r e s e n t , but the 

25 b u i l d i n g department, John C a l d w e l l and them, f o r 
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1 r e g i o n a l development p l a n s , and i n most cases i t ' s 

2 v e r y , very d i f f i c u l t f o r a company t o come i n on, say, 

3 a township or a given geographic s i t u a t i o n . I ' l l 

4 give you an example. 

5 The Rosa area up t h e r e around the 

6 r e s e r v o i r , a very complex geographic area, numerous 

7 a r c h a e o l o g i c a l s i t e s and very few d r i l l i n g l o c a t i o n s 

8 because of steep topography and oth e r l i m i t a t i o n s . We 

9 asked M e r i d i a n , b r i n g i n a plan of development f o r 

10 t h a t Rosa U n i t . They s a i d , we hear you and we would 

11 l i k e t o work w i t h you, but i t ' s so hard t o get a l l the 

12 p a r t n e r s t o g e t h e r i n those working u n i t s and have a 

13 f i r m p l a n t h a t they can come i n t o us and work out a l l 

14 those problems. That q u e s t i o n has been posed t o 

15 numerous companies, and i t ' s very hard f o r them t o 

16 come t o us w i t h a 30-40 w e l l program t h a t they f e e l 

17 s o l i d about w i t h a l l the p a r t n e r s i n those areas. We 

18 have been s u c c e s s f u l at g e t t i n g s m a l l e r programs, 10 

19 or 15 on a given mesa top or something. 

20 Again, n o r m a l l y we work out a l l those 

21 problems so t h a t you don't see a l o t of unorthodox 

22 a p p l i c a t i o n s . That's our g o a l . That's my s t a f f ' s 

23 goal when they do the o n - s i t e , i s t r y and f i n d an 

24 orthodox l o c a t i o n because we want t o work w i t h i n the 

25 r u l e s t h a t are e s t a b l i s h e d by your agency. That's our 

CUMBRE COURT REPORTING 
(505) 984-2244 



84 

1 goal . 

2 Q. And one l a s t q u e s t i o n , or maybe a couple. 

3 I n terms of su r f a c e impact, you t a l k about archaeology 

4 j u s t w i t h i n the area t h a t you're concerned-- The 

5 archaeology i s under you, r i g h t ? 

6 A. Yes. 

7 Q. R e c r e a t i o n . Are t h e r e some n e g a t i v e 

8 s u r f a c e impacts which can be acceptable to get 

9 e f f e c t i v e development? I mean, not a l l a r c h a e o l o g i c a l 

10 evidence needs t o be f u l l y preserved and p r o t e c t e d ? 

11 A. That's e x a c t l y r i g h t . 

12 Q. And not a l l v i s u a l i s - -

13 A. That's an agreement we have t o work out 

14 w i t h another S t a t e agency c a l l e d the Sta t e H i s t o r i c 

15 P r e s e r v a t i o n O f f i c e r , and we have t o c o n s u l t w i t h them 

16 on any of those types of s i t e s t h a t ' s e s t a b l i s h e d 

17 under the A n t i q u i t i e s A c t , and t h a t ' s the Sectio n 106 

18 c o n s u l t a t i o n process. 

19 We work i n very g r e a t amount of d e t a i l . 

20 Over 3,000 a c t i o n s went to Len Seb a s t i a n , the Deputy 

21 SHPO t h i s year concerning a c t i o n s such as t h i s , t o t r y 

22 and work out those kinds of s o l u t i o n s . E v e r y t h i n g i s 

23 not saved. That k i n d of t r a d e - o f f occurs every day i n 

24 our o f f i c e . 

25 MR. STOVALL: I have no f u r t h e r g u e s t i o n s 
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1 of Mr. F l y n n . 

2 EXAMINER STOGNER: Are t h e r e any oth e r 

3 q u e s t i o n s of t h i s witness? 

4 MR. KELLAHIN: No, s i r . 

5 EXAMINER STOGNER: You may be excused. 

6 Mr. K e l l a h i n , do you have a n y t h i n g 

7 f u r t h e r ? Mr. S t o v a l l ? Does anybody el s e have 

8 a n y t h i n g f u r t h e r i n t h i s case? 

9 I f n o t , t h i s case w i l l be taken under 

10 advisement. Let's take a lunch break, and w e ' l l be 

11 back here a t 1:30. 

12 (Thereupon, the proceedings concluded.) 
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