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EXAMINER HEARING - WEDNESDAY - NOVEMBER 14, 1990 

OOCXET NO. 33-90 

CASE 10141: (Continued from October 31, 1990, Examiner Hearing.) 

Application of Samuel Gary Or. and Associates, Inc. for a gas reinjection/pressure maintenance project, Sandoval County, 
New Mexico. Applicant, in the above-styled cause, seeks authority to institute a gas reinjection/ pressure maintenance 
project in its San Isidro (Shallow) Unit Area located in Townships 20 and 21 North, Ranges 2 and 3 West, by the injection 
of gas into the Rio Puerco-Mancos Oil Pool through the open hole interval from approximately 3793 feet to 4188 feet in 
its San Isidro 11 Well No. 16 located 660 feet from the South line and 630 feet from the East line (Unit P) of Section 
11, Township 20 South, Range 3 West. Said project area is located approximately 5 to 13 miles west-southwest of Cuba, 
New Mexico. 

CASE 10151: Application of Petroleum Development Corporation for a horizontal directional drilling pilot project and for special 
pool rules, Chaves and Roosevelt County, New Mexico. Applicant, in the above-styled cause, seeks authority to initiate 
a short-radius horizontal directional drainhole pilot project in the SE/4 SW/4 of Section 25, Township 7 South, Range 
31 East, Chaves County, being a standard 40-acre oil spacing and proration unit in the Tomahawk-San Andres Pool. The 
applicant proposes to utilize the existing JFG Enterprise Strange Federal Well No. 5 located 660 feet from the South 
line and 1980 feet from the West line (Unit N) of said Section 25 by kicking-off from vertical, build angle to 
approximately 90 degrees with a short radius curve and continue with a horizontal drainhole for approximately 300 feet 
in said pool. Applicant further requests the promulgation of special rules and regulations for the Tomahawk-San Andres 
Pool located in Chaves and Roosevelt Counties including provisions for administrative review of horizontal/high-angle 
wellbores and the designation of a prescribed area limiting the horizontal extent of such wellbores such that they be 
no closer than 330 feet to the outer boundary of a standard 40-acre spacing unit. Said pilot project area is located 
approximately 12 miles south by east of Kenna, New Mexico. 

CASE 10162: Application of Petroleum Development Corporation for a horizontal directional drilling pilot project and for special 
pool rules, Chaves County, New Mexico. Applicant, in the above-styled cause, seeks authority to initiate a short-
radius horizontal directional drainhole pilot project in the SE/4 NW/4 of Section 6, Township 8 South, Range 31 East, 
being a standard 40-acre oil spacing and proration unit in the Cato-San Andres Pool. The applicant proposes to utilize 
the existing JFG Enterprise Wattam Federal Well No. 3 located 1980 feet from the North and West lines (Unit F) of said 
Section 6 by kicking-off from vertical, build angle to approximately 90 degrees with a short radius curve and continue 
with a horizontal drainhole for approximately 300 feet in said pool. Applicant further requests the promulgation of 
special rules and regulations for the Cato-San Andres Pool including provisions for administrative review of 
horizontal/high-angle wellbores and the designation of a prescribed area limiting the horizontal extent of such wellbores 
such that they be no closer than 330 feet to the outer boundary of a standard 40-acre spacing unit. Said pilot project 
area is located approximately 13.75 miles south by west of Kenna, New Mexico. 

CASE 10163: Application of Petroleum Development Corporation for a horizontal directional drilling pilot project and for special 
pool rules, Chaves County, New Mexico. Applicant, In the above-styled cause, seeks authority to initiate a short-
radius horizontal directional drainhole pilot project in the NE/4 NE/4 of Section 7, Township 8 South, Range 31 East, 
being a standard 40-acre oil spacing and proration unit in the Tom Tom-San Andres Pool. The applicant proposes to 
utilize the previously plugged and abandoned Exxon Corporation Wattam Federal Well No. 6 located 643 feet from the North 
line and 782 feet from the East line (Unit A) of said Section 7 by kicking-off from vertical, build angle to 
approximately 90 degrees with a short radius curve and continue with a horizontal drainhole for approximately 300 feet 
in said pool. Applicant further requests the promulgation of special rules and regulations for the Tom Tom-San Andres 
Pool including provisions for administrative review of horlzontal/high-angle wellbores and the designation of a 
prescribed area limiting the horizontal extent of such wellbores such that they be no closer than 330 feet to the outer 
boundary of a standard 40-acre spacing unit. Said pilot project area Is located approximately 14.5 miles south by west 
of Kenna, New Mexico. 

CASE 10164: Application of Petroleum Development Corporation for a horizontal directional drilling pilot project and for special 
pool rules, Chaves County, New Mexico. Applicant, in the above-styled cause, seeks authority to initiate a short-
radius horizontal directional drainhole pilot project in the NE/4 SE/4 of Section 17, Township 8 South, Range 31 East, 
being a standard 40-acre oil spacing and proration unit in the Siete-San Andres Pool. The applicant proposes to utilize 
the existing Mountain States Petroleum Corp. Siete Federal Well No. 1 located 1980 feet from the South line and 660 feet 
from the East line (Unit I) of said Section 17 by kicking-off from vertical, build angle to approximately 90 degrees 
with a short radius curve and continue with a horizontal drainhole for approximately 300 feet in said pool. Applicant 
further requests the promulgation of special rules and regulations for the Siete-San Andres Pool including provisions 
for administrative review of horizontal/high-angle wellbores and the designation of a prescribed area limiting the 
horizontal extent of such wellbores such that they be no closer than 330 feet to the outer boundary of a standard 40-
acre spacing unit. Said pilot project area is located approximately 15.75 miles south by west of Kenna, New Mexico. 

CASE 10111: (Continued from October 17, 1990, Examiner Hearing.) 

Application of Ooyle Hartman for amendment of Oivision ORder No. R-8170, as amended, to establish minimum gas allowables 
in the Jalmat Gas Pool, Lea County, New Mexico. Applicant, in the above-styled cause, seeks to amend the "General Rules 
For The Prorated Gas Pools of New Mexico/Special Rules and Regulations for the Jalmat Gas Pool" as promulgated by 
Division Order No. R-8170, as amended, to provide for a minimum natural gas allowable for the Jalmat Gas Pool for a 
three-year period of time equal to 600 m.c.f. of gas per day for an Acreage Factor of 1.00 or 2400 ra.c.f. of gas per 
day for a standard Jalmat 640-acre gas spacing and proration unit. 
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CASE 10008: (Continued from October 31, 1990, Examiner Hearing.) 

Application of Doyle Hartman for a non-standard gas proration unit, compulsory pooling, and an unorthodox gas we1! 
location, Lea County, New Mexico. Applicant, in the above-styled cause, seeks an order pooling all mineral interests 
in the Jalmat Gas Pool underlying Lots 3 and 4, the SE/4 NW/4, and the E/2 SW/4 of Section 6, Township 24 South, Range 
37 East, forming a 197.75-acre non-standard gas spacing and proration unit in the Jalmat Gas Pool to be dedicated to 
a well to be drilled at an unorthodox gas well location 660 feet from the North line and 924 feet from the West line 
(Unit D) of said Section 6. Also to be considered will be the cost of drilling and completing said well and the 
allocation of the cost thereof as well as actual operating costs and charges for supervision, designation of applicant 
as operator of the well and a charge for risk involved in drilling said well. Said unit is located approximately 10 
miles north-northeast of Jal, New Mexico. 

:AS£ 10165: In the matter of the hearing called by the Oil Conservation Division on its own motion for an order extending certain 
existing pools in Rio Arriba, Sandoval and San Juan Counties, New Mexico. 

(a) EXTEND the Bisti-Lower Gallup Oil Pool in San Juan County, New Mexico to include therein: 

TOWNSHIP 24 NORTH, RANGE 9 WEST, NMPM 
Section 32: NE/4, N/2 SE/4 

(b) EXTEND the South Bisti-Gallup Oil Pool in San Juan County, New Mexico, to include therein: 

TOWNSHIP 23 NORTH, RANGE 11 WEST, NMPM 
Section 1: W/2 NE/4, E/2 NW/4 

(c) EXTEND the South Bianco-Pictured Cliffs Pool in Rio Arriba, San Juan, and Sandoval Counties, New Mexico, to include 
therein: 

TOWNSHIP 25 NORTH, RANGE 3 WEST, NMPM 
Section 17: NW/4, SE/4 

(d) EXTEND the Devils Fork-Gallup Associated Pool in Rio Arriba County, New Mexico, to include therein: 

TOWNSHIP 24 NORTH, RANGE 6 WEST, NMPM 
Section 29: ST/T 

(e) EXTEND the Gavilan Greenhorn-Graneros-Dakota Oil Pool in Rio Arriba County, New Mexico, to include therein: 

TOWNSHIP 24 NORTH, RANGE 2 WEST, NMPM 
Section 4: ATI 
Section 5: All 

TOWNSHIP 25 NORTH, RANGE 2 WEST, NMPM 
Section 31: All 
Section 32: All 

(f) EXTEND the Hogback-Dakota Oil Pool in San Juan County, New Mexico, to include therein: 

TOWNSHIP 29 NORTH. RANGE 16 WEST. NMPM 
Section 7: NW/4 SW/4 

(g) EXTEND the West LindMth Gallup-Dakota Oil Pool in Rio Arriba and Sandoval Counties, New Mexico, to include 
therein: 

TOWNSHIP 24 NORTH, RANGE 3 WEST, NMPM 
Section 1: NW74 

(h) EXTEND the Lybrook-Gallup Oil Pool in Rio Arriba, Sandoval and San Juan Counties, New Mexico, to include therein: 

TOWNSHIP 23 NORTH, RANGE 7 WEST, NMPM 
Section 16: NE/4 SW/4 
Section 22: S/2 NW/4 

TOWNSHIP 24 NORTH, RANGE 7 WEST, NMPM 
Section 32: SE74 SE/4 

(i) EXTEND the Wildhorse-Gallup Pool in Rio Arriba County, New Mexico, to include therein: 

TOWNSHIP 26 NORTH 4 WEST. NMPM 
Section 19: NT74 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCE DEPARTMENT 

OIL CONSERVATION DIVISION 

1 

IN THE MATTER OF: 
APPLICATION OF PETROLEUM DEVELOPMENT 
CORPORATION FOR A HORIZONTAL 
DIRECTIONAL DRILLING PILOT PROJECT 
AND FOR SPECIAL POOL RULES, CHAVES 
AND ROOSEVELT COUNTY, NEW MEXICO 

CASE NOS 10_16JL, 
1016 2 
10163 
10164 

EXAMINER_HEARI_NG 

BEFORE: DAVID R. CATANACH, Examiner 

November 14 
11:45 a.m. 

Santa Fe, New Mexico 

Th i s m a t t e r came on f o r h e a r i n g b e f o r e the O i l 
C o n s e r v a t i o n D i v i s i o n on November 14, a t 11:45 a.m. a t the 
O i l C o n s e r v a t i o n Conference Room, S t a t e Land O f f i c e 
B u i l d i n g , 310 Old Santa Fe T r a i l , Santa Fe, New Mexico, 
b e f o r e Susan G. Ptacek, a C e r t i f i e d Shorthand Re p o r t e r No. 
124 and N o t a r y P u b l i c i n and f o r the County of Santa Fe, 
S t a t e o f New Mexico. 

FOR: OIL CONSERVATION BY: 
DIVISION 

SUSAN G. PTACEK 
C e r t i f i e d Shorthand Reporter 
CSR No. 1224 

HUNNICUTT REPORTING 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l C o n s e r v a t i o n D i v i s i o n 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

FOR THE APPLICANT: KEGEL LAW FIRM, P.C. 
A t t o r n e y s a t Law 
BY: WALTER R. KEGEL, ESQ. 
226 Los Alamos D r i v e 
Espanola, New Mexico 87532 

* * * 
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EXAMINER CATANACH: At t h i s t i me we w i l l c a l l Case 

10161. The a p p l i c a t i o n of Petroleum Development 

C o r p o r a t i o n f o r a h o r i z o n t a l d i r e c t i o n a l d r i l l i n g p i l o t 

p r o j e c t and f o r s p e c i a l p o o l r u l e s , Chaves and Roosevelt 

C o u n t i e s , New Mexico. 

Are t h e r e any appearances i n t h i s case? 

MR. KEGEL: Yes, s i r . W a l t e r Kegel o f the Kegel Law 

Fi r m , Espanola, f o r the a p p l i c a n t . 

EXAMINER CATANACH: Are t h e r e any o t h e r appearances i n 

t h i s case? 

MR. KEGEL: And I have one w i t n e s s . 

EXAMINER CATANACH: Okay. 

MR. KEGEL: C a l l Mr. Johnson. 

Mr. Examiner, I would l i k e t o c o n s o l i d a t e t h i s 

case w i t h Case 10162, 10163 and 10164. I b e l i e v e the 

u n d e r l y i n g i s s u e s are a l l the same. 

EXAMINER CATANACH: At t h i s t i me we w i l l c a l l Case 

10162, 10163 and 10164, which are a l l the a p p l i c a t i o n of 

Pet r o l e u m Development C o r p o r a t i o n f o r h o r i z o n t a l 

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

r u l e s a l l i n Chaves County, New Mexico. 

You may proceed, Mr. Kegel. 

JAMES C. JOHNSON, 

the Witness h e r e i n , h a v i n g been f i r s t d u l y sworn, was 

examined and t e s t i f i e d as f o l l o w s : 

HUNNICUTT REPORTING 
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5. 

EXAMINATION 

BY MR. KEGEL: 

Q. S t a t e your name, p l e a s e . 

A. James C. Johnson. 

Q. And your r e s i d e n c e address? 

A. Albuquerque, New Mexico. 

Q. By whom are you employed? 

A. Petroleum Development C o r p o r a t i o n . 

Q. I n what c a p a c i t y ? 

A. I'm a p e t r o l e u m e n g i n e e r and p r e s i d e n t o f the 

c o r p o r a t i o n . 

Q. Have you t e s t i f i e d b e f o r e t he OCD b e f o r e ? 

A. Yes, I have. 

Q. As an e x p e r t and your q u a l i f i c a t i o n s have been 

accepted? 

A. Yes. 

MR. KEGEL: Tender t h i s w i t n e s s . 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. Kegel) Mr. Johnson, w i l l you please 

e x p l a i n b r i e f l y j u s t what Petroleum Development C o r p o r a t i o n 

r e q u e s t s of the commission i n these cases? 

A. W e l l , b r i e f l y we are r e q u e s t i n g t o d r i l l a 

h o r i z o n t a l h o l e , l a t e r a l l y , i n the San Andres f o r m a t i o n 

a p p r o x i m a t e l y 3 0 0 - f o o t from the w e l l b ore. This f i e l d has 

w e l l s t h a t have produced a cum p r o d u c t i o n a low of 245 
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b a r r e l s t o a h i g h of 138,000 b a r r e l s . T h e r e f o r e i t ' s f e l t 

or my o p i n i o n t h e r e are many 40-acre t r a c t s t h - i t have not 

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

I t ' s my o p i n i o n t h a t we can d r i l l l a t e r a l l y , these l a t e r a l 

h o l e s , and p o s s i b l y a p t l y d r a i n a 40-acre s p a c i n g u n i t . 

Q. Your e x h i b i t numbers, I b e l i e v e , c o r r e l a t e on 

a l l f o u r a p p l i c a t i o n s , do t h e y not? 

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

Q. Would you e x p l a i n what E x h i b i t No. 1 i s on each 

a p p l i c a t i o n ? J u s t i d e n t i f y i t . 

A. E x h i b i t No. 1 -- I'm l o o k i n g a t the Strange No. 

1, Case 10161 -- shows the 40-acre t r a c t f o r the Strange --

I'm s o r r y , t h a t s h o u l d be Strange No. 5, by the way. The 

Strange No. 5 40-acre t r a c t and a l e a s e h o l d i n t e r e s t i n the 

s u r r o u n d i n g w e l l s . I would l i k e t o p o i n t out t h a t The 

S t a t e Lease "L" 512 Union i s now owned by Norman O i l & Gas, 

I n c . The JFG E n t e r p r i s e s i s now owned by P e t r o l e u m 

Development C o r p o r a t i o n and has been a s s i g n e d o p e r a t i n g 

r i g h t s . 

Q. Now, t h a t a l s o r e f e r s t o an E x h i b i t No. 2, 

doesn't i t ? 

A. E x h i b i t No. 2 we l i s t the o f f s e t o p e r a t o r s t o 

the 40-acre s p a c i n g u n i t , and have a t t a c h e d a copy of a 

l e t t e r w i t h the c e r t i f i e d r e c e i p t of n o t i f i c a t i o n t o the 

o f f s e t o p e r a t o r s . 
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Q. W i l l you e x p l a i n your E x h i b i t No. 3? 

A. E x h i b i t No. 3 i s the h o r i z o n t a l d r i l l i n g 

p r o c e d u re t h a t we w i l l u t i l i z e i n a t t e m p t i n g t o h o r i z o n t a l 

d r i l l these w e l l s . On the Strange F e d e r a l No. 5 W e l l we 

have p e r f o r a t i o n s above the c u r r e n t zone t h a t we are going 

t o h o r i z o n t a l l y d r i l l , so we w i l l have t o s e t a -- we w i l l 

have t o d r i l l — and t h i s w e l l a l s o — excuse me j u s t a 

m i n u t e . Let me l o o k a t something here. (Pause.) 

I'm s o r r y . I would l i k e t o make a c o r r e c t i o n on 

E x h i b i t No. 3. D e l e t e No. 1 and 2. T h i s i s showing t h a t 

t h i s w e l l i s plugged and abandoned, and i t i s n o t . D e l e t e 

set c a s t i r o n b r i d g e p l u g a t 4130 f e e t . I w i l l j u s t d e l e t e 

4130 f e e t i n No. 3. And d e l e t e No. 4. Okay? 

EXAMINER CATANACH: Okay. 

A. We w i l l s e t — the e x i s t i n g p e r f o r a t i o n s i n t h i s 

w e l l from 4,040 t o 4,233 f e e t . We w i l l s e t a c a s t i r o n 

b r i d g e p l u g a t 4,038 f e e t . That p o i n t we w i l l run i n t o the 

h o l e w i t h a m i l l i n g t o o l and m i l l t he 5-1/2-inch c a s i n g 

from a p p r o x i m a t e l y 3,998 t o 4,036 f e e t . We w i l l s e t a 

cement p l u g from on t o p o f the c a s t i r o n b r i d g e p l u g t o 

above where the t o p c a s i n g has been m i l l e d and d r i l l out 

the cement t o a p p r o x i m a t e l y 4,003 f e e t , where we w i l l make 

our h o r i z o n t a l k i c k o f f . We w i l l run a d i r e c t i o n a l survey 

p r i o r t o k i c k i n g o f f . The d i r e c t i o n a l survey w i l l be run 

each 500 f e e t and det e r m i n e the exact l o c a t i o n of the 
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8 

botto m of t h e h o l e compared t o s u r f a c e . We w i l l run i n t o 

the h o l e w i t h our k i c k o f f t o o l , and u t i l i z i n g a gyro 

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

The ex a c t d i r e c t i o n — t h i s happens t o be the 

type of t o o l t ype we're u s i n g as a mechanical t o o l . I t i s 

not a m o t o r - t y p e t o o l and the exac t d i r e c t i o n we w i l l not 

be a b l e t o p i n down, b u t we s h o u l d be i n the range of 10 t o 

15 degrees, p l u s or minus. But we may n o t . You cannot p i n 

down, i f you don't have a c o n t i n u o u s survey r e a d i n g , which 

t h e y do n o t have f o r a 3-7/8-inch h o l e . 

We w i l l k i c k o f f the cement p l u g a t a p p r o x i m a t e l y 

4003 f e e t , d r i l l a 4 0 - f o o t radar curve t o an i n c l i n a t i o n of 

a p p r o x i m a t e l y 75 t o 85 degrees, p u l l o ut of the ho l e and 

conduct a p p r o x i m a t e l y s i x surveys a curve u s i n g s i n g l e - s h o t 

i n c l i n o m e t e r . At t h a t p o i n t we w i l l e i t h e r decide we need 

t o d r i l l a l i t t l e more h o l e t o get the e x a c t angle we want 

a t t he t o p or the p o r o s i t y of the P2 s e c t i o n from the San 

Andres f o r m a t i o n . Then we w i l l shoot run what we c a l l a 

s t r a i g h t shoot i n the ho l e and d r i l l from the t o p of the P2 

zone, which i s 4,044 f e e t t o 4,080 f e e t , and the d i s t a n c e 

w i l l be a p p r o x i m a t e l y 275 f e e t . A f t e r we complete the 

l a t e r a l h o l e we w i l l run two surveys i n the l a t e r a l , one 

be i n g an i n - s u r v e y , i n - o f - t h e - h o 1 e s u r v e y . 

Q. (By Mr. Kegel) I s t h i s shown i n schematic form 

i n your E x h i b i t No. 4? 
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A. E x h i b i t 4 i s a schematic of what I -- i t ' s j u s t 

e x p l a i n i n g a g a i n we have t o knock out a ca s t i r o n b r i d g e 

p l u g a t 3770 and the p e r f o r a t i o n s a t 3801 t o 4,008. 

Q. What i s the p r e s e n t s t a t u s of t h i s w e l l ? 

A. Th i s w e l l c u r r e n t l y i s t e m p o r a r i l y abandoned. 

Q. What i s i t s p r o d u c t i o n record? 

A. T h i s w e l l has produced a p p r o x i m a t e l y -- a 

c u m u l a t i v e p r o d u c t i o n of 4,000 b a r r e l s of o i l . 

Q. And t h i s i s i n an area o f 40-acre spacing? 

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

Q. And do you have an o p i n i o n as t o how many acres 

has been d r a i n e d ? 

A. I would say 1 t o 12 acres maximum a t 4,000 

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

Q. Do you f e e l t h a t t h i s method of p r o c e e d i n g w i l l 

g i v e a re a s o n a b l e chance t o a d e q u a t e l y d r a i n the f o r m a t i o n ? 

A. Th i s p o s s i b l y w i l l d r a i n the f o r m a t i o n . I t may 

n o t . I t may o n l y d r a i n , say, 20 a c r e s . However, i f i t 

does t u r n o u t t o be e c o n o m i c a l , we're g o i n g t o c u t a window 

a t 32 f e e t . We can d r i l l down an o t h e r 1 0 - f o o t on the 

cement p l u g , k i c k out the o p p o s i t e d i r e c t i o n and make 

ano t h e r d r a i n a g e h o l e on t h a t 40-acre s p a c i n g . 

I would l i k e t o a l s o p o i n t o ut t h a t we w i l l not 

at any time get c l o s e r than 330 f e e t t o the boundary of the 

40-acre s p a c i n g . 
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Q. And i s t h e r e any a t t e m p t i n t h i s a p p l i c a t i o n t o 

i n c r e a s e the a l l o w a b l e ? 

A. No. We're not go i n g t o i n c r e a s e . We're not 

go i n g t o ask f o r an i n c r e a s e i n the a l l o w a b l e . 

Q. Now, are the o t h e r t h r e e a p p l i c a t i o n s s i m i l a r i n 

n a t u r e ? 

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

Q. And are t h e r e any s i g n i f i c a n t d i f f e r e n c e s i n 

them a s i d e from where t h e y ' r e l o c a t e d and so f o r t h ? 

A. No. They're l o c a t e d i n — one of them i s 

l o c a t e d i n -- two of them, I t h i n k , are l o c a t e d i n the Cato 

f i e l d . One of them i s l o c a t e d down i n the S i e t e f i e l d t o 

the s o u t h . 

Q. But no s i g n i f i c a n t d i f f e r e n c e i n your methods of 

p r ocedu re ? 

A. No. The o n l y d i f f e r e n c e w i l l be i s the Wattam 

No. 6 W e l l has been plugged and abandoned, and i n t h a t case 

we w i l l have t o d r i l l out cement p l u g s . A c a s t i r o n b r i d g e 

p l u g has been s e t and squeeze o f f some p e r f o r a t i o n s . On 

the -- excuse me a g a i n . Let me l o o k a t each one of thes e , 

i f you don't mind, r e a l q u i c k l y t o be sure on e v e r y t h i n g . 

Wattam 6, as I say, t h a t w e l l has been P&A'd. 

However, i t has 5-1/2-inch c a s i n g . Cement has been 

c i r c u l a t e d t o s u r f a c e . I t w i l l be a v e r y simple w e l l t o 

r e e n t e r . Wattam 3 i s a v e r y s i m p l e w e l l t o do, and S i e t e 
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1 . 

Q. I n your o p i n i o n i n any of these rases i s t h p r e 

any adverse a f f e c t s on the o f f s e t w e l l s ? 

A. I n my o p i n i o n t h e r e would be no a f f e c t on o f f s e t 

w e l l s . 

Q. And w i l l t h e y meet the o b j e c t i v e o f the a c t i n 

p r e v e n t i o n o f waste, --

A. Yes. 

Q. — c o n s e r v a t i o n and p r o t e c t i o n of c o r r e l a t i v e 

owne r s ? 

A. Yes, i t s h o u l d . 

MR. KEGEL: I have no f u r t h e r d i r e c t t e s t i m o n y . 

EXAMINER CATANACH: Do you want t o e n t e r the e x h i b i t s , 

Mr. Kegel? 

MR. KEGEL: Yes, o f f e r E x h i b i t s 1 t h r o u g h 4 i n each 

case . 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 4 i n each case 

w i l l be a d m i t t e d as ev i d e n c e . 

( A p p l i c a n t ' s E x h i b i t s 1 t h r o u g h 4 

were a d m i t t e d i n e v i d e n c e . ) 

EXAMINER CATANACH: I guess what I would l i k e t o do, 

Mr. Johnson, i s j u s t go over each of these and make sure we 

have e v e r y t h i n g c o r r e c t . 

EXAMINATION 

BY EXAMINER CATANACH: 
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Q. S t a r t i n g w i t h the o f f s e t o p e r a t o r s f o r the 

Strange F e d e r a l No. 5 --

A. Strange No. 5? okay. 

Q. -- the o n l y two o f f s e t o p e r a t o r s you show are 

Norman O i l & Gas and Yates Petroleum? 

A. O f f s e t t i n g t h a t 40-acre t r a c t . 

Q. I n S e c t i o n 36 I show a Union. You s a i d t h a t was 

owned by Norman? 

A. Norman i s now the owner of t h a t l e a s e , yes. 

Q. And Yates i s the owner o f the o t h e r acreage i n 

S e c t i o n 36? 

A. Yes, s i r . 

Q. As I u n d e r s t a n d your c o r r e c t i o n s t o the Strange 

W e l l , you do, i n f a c t , have p e r f o r a t i o n s 380, i s i t , t o 

4,008? 

A. Yes, we do. 

Q. And those p e r f o r a t i o n s w i l l be squeezed? 

A. L e t ' s change t h a t back. L e t ' s l e a v e 3 and 4. I 

L i k e t h a t b e t t e r . Leave out 1 and 2. 

Q. But you're n o t s e t t i n g a c a s t i r o n b r i d g e p l u g 

a t 4130 or are you? 

A. Yes, I am s e t t i n g c a s t i r o n b r i d g e p l u g a t 4130. 

Q. So you are s e t t i n g two c a s t i r o n b r i d g e plugs? 

A. Yes. There i s a good p o s s i b i l i t y f o l l o w i n g the 

c a s i n g l o g s t h a t those lower p e r f o r a t i o n s are p o s s i b l y wet. 
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Q. Squeeze the p e r f o r a t i o n s . You're g o i n g t o m i l l 

the c a s i n g . Now, as f a r as the d i r e c t i o n of the h o r i z o n t a l 

course of the w e l l b o r e , now you s a i d you can p r e t t y much 

de t e r m i n e what t h a t d i r e c t i o n i s g o i n g t o be. 

A. Oh, we're g o i n g t o s t a r t o f f — we're g o i n g t o 

g y r o . We're g o i n g t o gyro i n s i d e t he t u b i n g , which w i l l 

g i v e us a p o i n t t o s t a r t our t o o l . I n o t h e r words, these 

t h i n g s a r e n ' t -- you have, oh, s c i e n t i f i c l a b s , company, 

Smith I n t e r n a t i o n a l t h a t run these g y r o s , d i r e c t i o n a l 

s u r v e y s , and so f o r t h . N o r m a l l y i n these cases -- we're 

g o i n g t o p o i n t t h i s i n a s o u t h e a s t e r l y d i r e c t i o n . T h i s , of 

cou r s e , i s based on what we t h i n k the f r a c t u r e d — i t w i l l 

i n t e r s e c t f r a c t u r e d t r e n d s . But when you're w o r k i n g w i t h a 

mechanical t o o l , even as c l o s e as you can g e t , i t can s t i l l 

— i t w i l l be more than l i k e l y somewhere i n t h a t quadrant 

i s what i t w i l l be. I've asked them, "How c l o s e can you 

g e t ? " or "Have you been g e t t i n g , " and t h e y say t h e y get i n 

the q u a d r a n t . 

Q. They can, i n d e e d , get i n the quadrant? 

A. They f e e l l i k e t h e y can get i n the q u a d r a n t . I n 

t h i s case on a l l these w e l l s , i t r e a l l y doesn't make any 

d i f f e r e n c e , from 660, from 660, from a l l the lease lands 

anyway, except f o r the Wattam No. 6, and i t ' s l i k e 700 or 

something. For example, say the bottom of the ho l e t u r n s 

out t o be 80 f e e t from the w e l l b o r e , then the d i r e c t i o n we 
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want t o go towards the lease l i n e , then I have t o s h o r t e n 

i t . For example, s h o r t e n i t 2 7 5 - f o o t . I f i t goes the 

o t h e r way, and I f e e l l i k e I can, I may want t o l i n k i t . 

I n o t h e r words, I don't want t o be l i m i t e d t o say o n l y go 

2 7 5 - f o o t . I f I go 330 and I f e e l good and not g o i n g t o get 

i n t o t r o u b l e , I may take i t o ut a l i t t l e f a r t h e r . 

Q. So i f you don't get the s o u t h e a s t d i r e c t i o n --

i f say you get a n o r t h w e s t d i r e c t i o n , would you go ahead 

and proceed w i t h t h a t ? 

A. More than l i k e l y w i l l , yes. 

Q. So you want the f l e x i b i l i t y t o go any d i r e c t i o n ? 

A. Any d i r e c t i o n i t comes o u t , yes. 

Q. Okay. P r o v i d e d t h a t you're not goi n g t o be 

c l o s e r t h a n 330 t o any p r o r a t i o n u n i t , o u t e r boundary of 

the p r o r a t i o n u n i t ; i s t h a t c o r r e c t ? 

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

Q. What t o o l s are you g o i n g t o be u s i n g f o r the 

w e l l , do you know? 

A. W e l l , i t ' s a -- i t ' s a company o u t o f Oklahoma, 

and t h e y j u s t r e c e n t l y changed t h e i r name. The company I 

w i l l b e i n g do i t w i t h w i l l be a j o i n t v e n t u r e . I don't 

know i f I've got i t w i t h me or n o t . I b e l i e v e i t ' s 

H o r i z o n t a l D r i l l i n g , I n c . , i s what t h e y ' r e g o i n g by. 

Q. On Wattam F e d e r a l No. 3, you've got Yates 

Pet r o l e u m as the o n l y o p e r a t o r owner, o f f s e t o p e r a t o r . 
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A. That's Yates Energy. 

Q. Yates Energy? 

A. Yes, out of R o s w e l l . 

Q. R i g h t , Yates Energy C o r p o r a t i o n . 

A. Yes. 

Q. And i s a l l the i n f o r m a t i o n c o n t a i n e d on the 

d r i l l i n g p r o c e d ure c o r r e c t on t h a t w e l l ? The reason I'm 

a s k i n g i s t h a t we w r i t e these o r d e r s p r e t t y s p e c i f i c . 

A. I u n d e r s t a n d , s u r e . You know, f o r example --

yes, I see. (Pause.) Of co u r s e , you know these f e e t t h a t 

we have he r e , t h e y ' r e g o i n g t o have t o be a p p r o x i m a t e . The 

c a s t i r o n b r i d g e p l u g might be s e t a t 3671, f o r example. 

A f t e r I get i n and get c o l l a r s and l i t t l e c l o s e r and so 

f o r t h . 

Q. I unde r s t a n d . 

A. Yes, e v e r y t h i n g on t h i s one l o o k s f i n e . 

Q. How have you d e t e r m i n e d the d i r e c t i o n of the 

f r a c t u r e s i n the f o r m a t i o n ? 

A. You get your i n f o r m a t i o n from the g e o l o g i s t and 

people's ideas the way the t r e n d of the f i e l d goes, 

f a u l t i n g from s u r f a c e and f a u l t t r e n d s . You guess i s what 

you do. Now they've got a l o t o f t o o l s out t h a t t h e y say 

th e y can do i t i n , b ut I -- my t h e o r y i s v e r y s i m p l e . On 

one of these w e l l s , I go out t o the s o u t h e a s t e r l y 

d i r e c t i o n ; and i f I don't h i t the f r a c t u r e s but make a f a i r 
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w e l l , the ne x t l e v e l I w i l l go out t o the n o r t h w e s t e r l y -

d i r e c t i o n 90 degrees from i t , and I w i l l f i n d out i f t h a t 

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

Q. Going now t o W e l l No. 6, you've got Yates Energy 

and Murphy O p e r a t i n g as o f f s e t o p e r a t o r s . Are those the 

o n l y two o f f s e t o p e r a t o r s ? 

A. Those are the o n l y two. 

Q. And the procedure on t h i s i s e s s e n t i a l l y 

c o r r e c t , Mr. Johnson? 

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

Q. I s t h i s t he o n l y w e l l i n the Cato t h a t --

A. Wattam No. 3 i s i n Cato a l s o . 

Q. These w e l l s a r e n ' t i n an area where t h e r e i s 

a c t u a l water f l o o d i n g , are they? 

A. I f you l o o k a t a map, the Cato f i e l d doesn't 

r e a l l y s t a r t u n t i l about t h r e e m i l e s southwest of t h i s 

s e c t i o n . What happened these w e l l s were d r i l l e d b e f o r e the 

Tom Tom f i e l d grew i n t o i t h e r e . I n o t h e r words, when 

these w e l l s were d r i l l e d i n '77 and '78 by Yates Energy, 

the o n l y f i e l d -- the c l o s e s t f i e l d was the Cato so they 

c a l l e d i t Cato f i e l d . I f you look a t a map, t h e r e are no 

p r o d u c i n g w e l l s between these w e l l s i n S e c t i o n 6, about 

t h r e e m i l e s o f Cato. So t h a t r e a l l y i s a Tom Tom. 

Q. I see. Okay. Going t o the S i e t e F e d e r a l No. 1. 

A. One t h i n g I may p o i n t out here on t h i s w e l l --
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a l l the o t h e r w e l l s were h o r i z o n t a l d r i l l i n g i n the P2 zone 

of the San Andres. T h i s one w e l l w i l l be i n the Pi of the 

San And re s. 

Q. Okay. On W e l l No. 1 t h r e e o f f s e t o p e r a t o r s , 

those are the o n l y t h r e e t h a t you found? 

A. Those are the o n l y t h r e e . 

Q. Once a g a i n the procedure i s e s s e n t i a l l y c o r r e c t 

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

A. Cast i r o n b r i d g e p l u g i s a c t u a l l y g o i n g t o be 

set a t 3704 by the way. A l s o t h i s w e l l t a l k s about s t a r t 

m i l l i n g the c a s i n g a t 3668, because t h e r e i s a c o l l a r a t 

3669. And you ca n ' t m i l l below those c o l l a r s or they w i l l 

back o f f on you. You s h o u l d be about 8 or 1 0 - f o o t below. 

Q. E v e r y t h i n g e l s e p r e t t y much c o r r e c t ? 

A. Yes. 

Q. On a l l f o u r of these w e l l s you are g o i n g t o 

m a i n t a i n a d i s t a n c e of 330 f e e t from the o u t e r boundary of 

p r o r a t i o n ? 

A. Yes. 

Q. And i s i t my u n d e r s t a n d i n g t h a t you want or you 

would l i k e the f l e x i b i l i t y t o d r i l l more than one d r a i n 

h o l e per we 11? 

A. That i s a good p o s s i b i l i t y t h a t we w i l l want t o 

l a t e r on. You know, t h i s a g a i n — the whole key on t h i s i s 

g o i n g t o be the economics. I s i t g o i n g t o work, or are we 
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g o i n g t o end up c o v e r i n g up? I f t h i s does, yes, l a t e r on 

we w i l l more than l i k e l y , i f i t i s s u c c e s s f u l . That's why 

I am m i l l i n g a c t u a l l y a 3 2 - f o o t s e c t i o n i n the c a s i n g . I 

w i l l be k i c k i n g o f f about f i v e or s i x - f o o t below the top 

where I m i l l the c a s i n g on my f i r s t k i c k o f f . I can 

a c t u a l l y go i n t h e r e and do about -- out o f 3 2 - f o o t I c o u l d 

a c t u a l l y k i c k o f f two more d i r e c t i o n s . The whole key i s how 

many r e s e r v e s we've g o t ; how does i t l o o k ; w i l l the 

economics be t h e r e t o do an o t h e r l a t e r a l or not? 

Q. Are these ones g o i n g t o be one a t a time? 

A. Ye s . 

Q. And you don't want t o r e q u e s t any s p e c i a l k i n d 

of a l l o w a b l e or a n y t h i n g l i k e t h a t ? 

A. I b e l i e v e 8 0 b a r r e l s a day w i l l be p r e t t y n i c e . 

They're TA w e l l s . I w i l l be s a t i s f i e d . 

EXAMINER CATANACH; I b e l i e v e t h a t ' s a l l I have o f the 

w i t n e s s . You may be excused. 

A n y t h i n g f u r t h e r i n these cases, Mr. Kegel? 

MR. KEGEL: No, s i r . 

EXAMINER CATANACH: I f n o t , Case 10161, 10162, 10163 

and 10164 w i l l be taken under advisement. 

(Whereupon, the h e a r i n g was concluded.) 

* * * 
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STATE OF NEW MEXICO ) 
) S S 

COUNTY OF SANTA FE ) 

REPORTER'S CERTIFICATE 

I , Susan G. Ptacek, a C e r t i f i e d Shorthand R e p o r t e r and 

No t a r y P u b l i c , do HEREBY CERTIFY t h a t I s t e n o g r a p h i c a 11y 

r e p o r t e d the pr o c e e d i n g s b e f o r e the O i l C o n s e r v a t i o n 

D i v i s i o n , and t h a t the f o r e g o i n g i s a t r u e , complete and 

a c c u r a t e t r a n s c r i p t of the p r o c e e d i n g s of s a i d h e a r i n g as 

appears from my s t e n o g r a p h i c notes so tak e n and t r a n s c r i b e d 

under my p e r s o n a l s u p e r v i s i o n . 

I FURTHER CERTIFY t h a t I am n o t r e l a t e d t o nor 

employed by any of the p a r t i e s h e r e t o , and have no i n t e r e s t 

i n t he outcome t h e r e o f . 

DATED a t Santa Fe, New Mexico, t h i s 1 0 t h day of 

December, 1990. 

My Commission E x p i r e s : 
December 10, 1993 

V 
SUSAN G. PTACEK 
C e r t i f i e d Shorthand Reporter 
N o t a r y P u b l i c 
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