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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

CASE 10,696 

IN THE MATTER OF: 

A p p l i c a t i o n of Petroleum Development Corporation 
f o r a ho r i z o n t a l / h i g h - a n g l e d i r e c t i o n a l d r i l l i n g 
p i l o t p r o j e c t , s p e c i a l operating r u l e s t h e r e f o r , 
nonstandard o i l p r o r a t i o n u n i t and a s p e c i a l 
p r o j e c t o i l allowable, Chaves County, New Mexico 

EXAMINER HEARING 

TRANSCRIPT OF PROCEEDINGS 

BEFORE: DAVID R. CATANACH, EXAMINER 

STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

A p r i l 8 t h , 1993 

p L CONSERVATION D!V!S 
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A P P E A R A N C E S 

FOR THE DIVISION: 

ROBERT G. STOVALL 
Attorne y a t Law 
Legal Counsel t o the D i v i s i o n 
State 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. 
Attorneys a t Law 
By: WALTER KEGEL 
22 6 Los Alamos Drive, Suite C 
P.O. box 2073 
Espanola, New Mexico 87532 

* * * 
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I N D E X 

Page Number 

Appearances 2 

JIM J.C. JOHNSON 

D i r e c t Examination by Mr. Kegel 4 

Examination by Examiner Catanach 10 

C e r t i f i c a t e of Reporter 18 

* * * 

E X H I B I T S 

APPLICANT'S EXHIBITS: 

E x h i b i t 1 5 

E x h i b i t 2 5 

E x h i b i t 3 5 

E x h i b i t 4 5 

* * * 
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WHEREUPON, the f o l l o w i n g proceedings were had 

at 9:00 a.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l 

the hearing back t o order and c a l l Case 10,696. 

MR. STOVALL: A p p l i c a t i o n of Petroleum 

Development Corporation f o r a h o r i z o n t a l / h i g h - a n g l e 

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

r u l e s t h e r e f o r , a nonstandard o i l p r o r a t i o n u n i t and a 

s p e c i a l p r o j e c t o i l allowable, Chaves County, New 

Mexico. 

EXAMINER CATANACH: Are th e r e appearances i n 

t h i s case? 

MR. KEGEL: Walter Kegel, a t t o r n e y , Espanola, 

f o r the A p p l i c a n t . 

EXAMINER CATANACH: Any other appearances? 

Two witnesses, Mr. Kegel? 

MR. KEGEL: One. 

EXAMINER CATANACH: One witness. 

W i l l the witness please stand t o be sworn in? 

JIM J.C. JOHNSON, 

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

upon h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. KEGEL: 

Q. W i l l you s t a t e your name and your residence, 

CUMBRE COURT REPORTING 
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please? 

A. My name i s Jim J.C. Johnson, from 

Albuquerque, New Mexico. 

Q. And your occupation? 

A. I'm President of Petroleum Development 

Corporation. 

Q. And you've t e s t i f i e d as an expert before t h i s 

Commission before? 

A. Yes, I have. 

MR. KEGEL: Offer Mr. Johnson as an expert. 

EXAMINER CATANACH: Mr. Johnson i s so 

q u a l i f i e d . 

Q. (By Mr. Kegel) Mr. Johnson, have you 

prepared a booklet of your e x h i b i t s ? 

A. Yes, I have. 

Q. W i l l you please j u s t s t a t e g e n e r a l l y what 

they are? 

A. I have e x h i b i t s here f o r — f o u r e x h i b i t s , 

one a map, another e x h i b i t showing the o f f s e t 

operators. E x h i b i t 3 i s the h o r i z o n t a l d r i l l i n g 

procedure, and E x h i b i t 4 i s a schematic. 

I also have copies of the o r i g i n a l l e t t e r 

A p p l i c a t i o n w i t h the c e r t i f i e d copies, r e c e i p t s , from 

a l l o f f s e t operators. 

Q. Explain, Mr. Johnson, t o the Examiner j u s t 
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ex a c t l y what you wish t o do i n t h i s p a r t i c u l a r case. 

A. Okay, the E x h i b i t 1 i s s e l f - e x p l a n a t o r y . 

I t ' s a map. I t shows the l o c a t i o n of the Strange 

Federal Number 5 w e l l i n Section 25, 7 South, 31 East. 

E x h i b i t 2 i s a l i s t w i t h addresses of o f f s e t 

operators. 

E x h i b i t 3 i s the h o r i z o n t a l d r i l l i n g 

procedure. I t would be good t o use both E x h i b i t 3 and 

4, because E x h i b i t 4 i s a schematic of what — our 

plans t o do. 

The f i r s t t h i n g we're going t o do, we have a 

set of p e r f o r a t i o n s c u r r e n t l y open from 4040 f e e t t o 

4233 f e e t . 

We're going t o set a cement r e t a i n e r a t 4024 

f e e t and cement-squeeze these p e r f o r a t i o n s . 

We also have a set of p e r f o r a t i o n s open above 

the cement r e t a i n e r from 3801 t o 4008. We're going t o 

set a r e t r i e v a b l e packer up the hole a t approximately 

3500 f e e t and squeeze these p e r f o r a t i o n s from 3801 t o 

4008. 

We w i l l then go i n and d r i l l out the cement 

t o 4 02 4 f e e t or t o the cement r e t a i n e r . 

At t h a t time we w i l l go i n w i t h a casing 

m i l l i n g t o o l and m i l l approximately 3954 t o 4014 f e e t . 

Depending on the cost and time of doing the 
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m i l l i n g of a casing, these i n t e r v a l s may be changed. 

I t ' s — the reason being, i f we can p o s s i b l y get 3 0 

f o o t below the casing shoe, we can k i c k o f f w i t h the 

survey t o o l s t h a t w i l l be run w i t h the h o r i z o n t a l 

d r i l l i n g assembly. 

I f the cost of m i l l i n g casing becomes too 

extraneous [ s i c ] , we can d r i l l about a 17-foot s e c t i o n 

out of the casing and go i n w i t h the t o o l s using a gyro 

and k i c k o f f i n the d i r e c t i o n we want. 

A f t e r we have — Then we w i l l set a cement 

pl u g above the — through the window t h a t we have 

d r i l l e d — or not window, i t ' s — We're a c t u a l l y going 

t o s e c t i o n , completely s e c t i o n out the 5-1/2-inch 

casing. Above t h a t , go out and d r i l l i t o f f t o 

approximately 3984, which w i l l be our k i c k o f f p o i n t . 

At t h a t time — I have here run d i r e c t i o n a l 

survey — w e l l , t h a t i s — A f t e r I d r i l l out the 

cement, I w i l l run the d i r e c t i o n a l survey. We'll run 

i t from the surface t o j u s t above the k i c k o f f p o i n t t o 

know where the bottom of the hole i s i n r e l a t i o n s h i p t o 

the surface of the hole. 

Then w e ' l l go i n w i t h our h o r i z o n t a l d r i l l i n g 

t o o l s and k i c k o f f a cement plug a t 3984, d r i l l a 60-

f o o t r a d i i arc — and of course t h a t i s approximately. 

I t may be 65 and i t may be 55, somewhere i n t h a t range. 
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And we w i l l conduct surveys every f i v e f e e t w h i l e we're 

d r i l l i n g the arc. 

A f t e r we f i n i s h the arc, we have t o t r i p out 

of the hole, go i n w i t h our t o o l s t o d r i l l our l a t e r a l . 

We are — I n t h i s p a r t i c u l a r s i t u a t i o n we're going t o 

t r y t o go out approximately 12 00 f e e t . 

To date, the maximum they've gone w i t h these 

t o o l s i s about 1000 f o o t , but t h i s has been done w i t h a 

40-foot radius arc. 

We may get out — Hopefully, we can get out 

1500 f e e t . I f we can and the economics are t h e r e , 

we're going t o go out even f a r t h e r . 

We may only get out 800 or 900 f o o t . You 

j u s t don't know when you're d r i l l i n g these holes. 

We're going t o attempt t o d r i l l v e r t i c a l l y 

through the P-2 formation, which — p o r o s i t y zone, from 

4044 t o 4080 f e e t . 

While we're d r i l l i n g the l a t e r a l , we w i l l 

conduct surveys every 30 f e e t , both d i r e c t i o n a l and 

azimuth. 

While we're d r i l l i n g the hole, w e ' l l have 

complete c o n t r o l of the d i r e c t i o n we are, where the 

hole i s located. We w i l l stay — maintain a distance 

of 100 f o o t from the out of boundaries of two 4 0-acre 

t r a c t s . 
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Those t r a c t s w i l l be the — i n the south h a l f 

of the southwest quarter of Section 25. 

We w i l l cross the a d j o i n i n g boundary between 

those two 40-acre t r a c t s , and w e ' l l maintain 100 f o o t 

from the out of boundaries of the two 40-acre t r a c t s or 

the 80-acre t r a c t . 

We're also requesting, once we cross the l i n e 

i n t o the other 4 0-acre t r a c t , an allow a b l e , two 

allowables f o r t h i s f i e l d , which I t h i n k c u r r e n t l y i s 

80 b a r r e l s a day. 

We'll request from t h i s w e llbore an allowable 

of 160 b a r r e l s a day. 

Q. What are the advantages t o be gained from 

d r i l l i n g i n t h i s manner? 

A. At the present time, based on c a l c u l a t i o n s 

t h a t I had per s o n a l l y made i n t h i s f i e l d , 40-acre 

spacing u n i t s i n t h i s f i e l d should recover reserves i n 

the range of 80,000 t o 100,000 b a r r e l s . 

The average w e l l i n t h i s f i e l d has only 

recovered 27,000 b a r r e l s per w e l l , so the — As we 

know, i t ' s a f r a c t u r e d formation from v e r t i c a l holes. 

H i t the f r a c t u r e s , they make good w e l l s . 

When they don't h i t the f r a c t u r e s , they make small 

w e l l s . 

This Well Number 5, I t h i n k , has a cumulative 
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p r o d u c t i o n of 3 500 b a r r e l s , i s a l l i t ' s produced. 

By d r i l l i n g t h i s h o r i z o n t a l , l a t e r a l hole 

through t h i s pay zone, we're hopeful t o produce a la r g e 

number of reserves. 

Q. Are there any advantages t o the other 

operators i n the f i e l d from your d r i l l i n g t h i s ? 

A. The other operators, i f t h i s works — and I 

can assure you i t costs a l o t of money t o do t h i s type 

of o p e r a t i o n — i f t h i s works, the other operators w i l l 

have the advantage of doing the same t h i n g we do, and 

h o p e f u l l y we can r e v i t a l i z e t h i s f i e l d and produce a 

t o t a l number of — a large number of reserves from t h i s 

f i e l d . 

Q. I n your opinion, i s the g r a n t i n g of t h i s 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

prev e n t i o n of waste? 

A. I beli e v e i t i s . 

MR. KEGEL: I o f f e r E x h i b i t s 1 through 4. 

EXAMINER CATANACH: E x h i b i t s 1 through 4 w i l l 

be admitted as evidence. 

MR. KEGEL: I have no f u r t h e r questions. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Johnson, i s i t my understanding t h a t you 

want the f l e x i b i l i t y t o d r i l l so as the bottomhole 
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l o c a t i o n w i l l be 100 f e e t — won't be c l o s e r than 100 

f e e t from the outer boundary of the p r o j e c t area? 

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

Q. Has the d i r e c t i o n of the l a t e r a l — i s t h a t 

f i n a l , as f a r as d r i l l i n g i n a we s t e r l y d i r e c t i o n ? 

A. I n t h i s p a r t i c u l a r case, i t r e a l l y i s . 

I mean by "westerly" — I may go some 

northwest or I may go southwest, but t o cross over i n t o 

my other 40-acre t r a c t , I ' l l have t o go i n a we s t e r l y 

d i r e c t i o n . 

And we have — I n other words, t h i s 

p a r t i c u l a r w e l l , the c o n t r o l s of k i c k o f f are very good, 

unless — By d r i l l i n g a t l e a s t a 40- t o 50-foot s e c t i o n 

out of your casing, t h i s way we can go i n a motor, the 

survey t o o l and get the d i r e c t i o n we k i c k o f f . 

I f we d r i l l e d a smaller s e c t i o n — You know, 

when they run a gyro, i t ' s s o r t of a guess. They've 

got i t down p r e t t y good, and they're doing very good 

w i t h i t , but sometimes i t w i l l be o f f . 

I n t h i s p a r t i c u l a r case, no matter how much 

i t costs me t o m i l l out t h a t casing, I w i l l be m i l l i n g 

out a 40- t o 50-foot s e c t i o n of casing. 

That way we can — w e ' l l h i t i t r i g h t on the 

money. We'll s t a r t o f f i n a we s t e r l y d i r e c t i o n , we may 

go some northwest, some southwest, but we s t i l l w i l l 
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maintain a distance of 100 f o o t from the l i n e s , yes. 

Q. Okay. I s your l a t e r a l w e l l b o r e , i s t h a t — 

the d i r e c t i o n , i s t h a t based upon f r a c t u r e o r i e n t a t i o n 

w i t h i n the formation? I s t h a t what i t ' s based on? 

A. Not nece s s a r i l y i n t h i s p a r t i c u l a r case. 

This i s a s i t u a t i o n a l o t of people t h i n k have a l o t t o 

do w i t h h o r i z o n t a l d r i l l i n g , and there are many t h a t 

t h i n k i t doesn't have t h a t much d i f f e r e n c e , t h a t 

importance. 

A l o t of people i n t h i s f i e l d f e e l l i k e the 

h o r i z o n t a l — the v e r t i c a l or the f r a c t u r i n g s i t u a t i o n 

i s s o r t of from the southwest t o the northeast 

d i r e c t i o n , but I don't know of anybody t h a t knows f o r 

sure which d i r e c t i o n i t i s a t t h i s time. 

Q. Once you're ready t o k i c k o f f , how i n f a c t 

are you going t o determine what d i r e c t i o n t o go in? 

A. We'll be running surveys, w e ' l l be running 

surveys of azimuth, d i r e c t i o n . 

The survey t o o l w i l l be a t the — above the 

motor a t a l l times. We w i l l be reading an azimuth 

d i r e c t i o n , p o s s i b l y , while we're d r i l l i n g the hole. 

What w e ' l l do i s , a f t e r we d r i l l a j o i n t of 

pipe down, we w i l l p i c k up and take surveys every f i v e 

f e e t i n the arc. 

But while we're d r i l l i n g i t , we're going t o 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

13 

be g e t t i n g a constant reading of azimuth reading a t a l l 

times. 

Q. But d r i l l i n g west as opposed t o northwest or 

southwest, how i s t h a t going t o be determined? I s t h a t 

going t o be d i c t a t e d by — by what? 

A. I t w i l l be d i c t a t e d by j u s t how the w e l l i s 

going. 

I mean, I don't know — A l o t of times, these 

holes, you h i t f r a c t u r e s , b e t t e r p o r o s i t y , t h e y ' l l j u s t 

s t a r t f o l l o w i n g i t . 

I mean, they w i l l j u s t s t a r t f o l l o w i n g t h a t 

p o r o s i t y through t h a t f r a c t u r e s t r e a k , and when i t 

does, we're going t o l e t i t go where i t wants t o go. 

At any time we can change i t . We have a 

s t e e r i n g t o o l . We'll be able t o — I f i t ' s going down 

too r a p i d l y , we can steer the t o o l and make i t f l a t t e n 

out, or we can t u r n i t and make i t go up. We can t u r n 

i t t o the surface and change the azimuth d i r e c t i o n . I f 

i t ' s walking away too f a r t h a t we want t o go... 

And we don't want b i g , sharp bends i n t h e r e . 

I f we do, why, w e ' l l have t r o u b l e , w e ' l l never get our 

le n g t h . So i f i t ever s t a r t s walking on us, we j u s t 

t u r n the type and guide i t t o where we want t o put i t . 

The w e l l s t h a t have been done, t h a t I've 

checked i n t o , w i t h these s h o r t - r a d i u s arcs, they're 
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going out as f a r as 800 t o 1000 f e e t , and the y ' r e 

h i t t i n g a t e n - f o o t t a r g e t i n the wellb o r e . 

Q. How do you plan t o complete the wel l ? 

A. We w i l l complete the w e l l as an open-hole 

completion. 

F i r s t o f f , h o p e f u l l y what w e ' l l do i s go — 

a f t e r we f i n i s h d r i l l i n g , i s run i n w i t h t u b i n g , swab 

the w e l l i n , h o p e f u l l y w e ' l l get a f l o w i n g o i l . 

The w e l l s t h a t we're d r i l l i n g , these f i e l d s 

the Tomtom, Tomahawk, t h a t encountered v e r t i c a l 

f r a c t u r e s d u r i n g d r i l l i n g , a l o t of these w e l l s came i n 

f l o w i n g 300 t o 400 b a r r e l s a day. We're hoping we can 

reproduce t h a t s i t u a t i o n . 

I f not, we're going t o pump j a c k , going t o 

pump above i n the casing and produce the w e l l . 

I f necessary, we f e e l l i k e i t ' s j u s t i f i a b l e , 

we may a c i d i z e the w e l l w i t h a 20-percent a c i d , i s what 

we normally use i n t h i s area f o r treatments. 

They have gone i n 40-foot r a d i u s arcs where 

the — I f you have a p a r t i c u l a r sweet spot t h a t you h i t 

w h i l e we d r i l l , w e ' l l know t h a t by the d r i l l i n g r a t e , 

t h a t we're g e t t i n g f r a c t u r e s or p o r o s i t y . 

They've gone i n these holes w i t h Lyons 

packers and s e l e c t i v e l y t r e a t e d them. 

Q. Okay. W i l l t h i s be — W i l l the Number 5 w e l l 
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be the only w e l l producing i n t h i s p r o j e c t area? There 

are no other w e l l s producing c u r r e n t l y ? 

MR. STOVALL: I n the 80 acres you mean? 

Q. (By Examiner Catanach) I n the 80 acres t h a t 

you have? 

A. No, there's no w e l l d r i l l e d on the other 4 0-

acre t r a c t . 

Q. Okay. 

A. I t ' s an u n d r i l l e d l o c a t i o n . 

Q. And the Number 5 i s the only w e l l i n the 

other 40 acres? 

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

Q. And you've n o t i f i e d a l l the o f f s e t operators 

t o t h i s p r o j e c t area? 

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

Q. No ob j e c t i o n s t h a t you know o f , or concerns? 

A. I have heard of no o b j e c t i o n s . 

Q. Are these two t r a c t s — What k i n d of lands 

are they? Are they f e d e r a l lands? 

A. These t r a c t s are f e d e r a l lands. 

Q. Federal. I s i t a s i n g l e f e d e r a l lease or two 

separate leases? 

A. This i s a s i n g l e f e d e r a l lease. I t ' s lease 

number 15667. 

Q. Have you t a l k e d t o the feds about what you 
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propose t o do? 

A. That i s r i g h t . I have sent a summary n o t i c e 

t o the feds of what we're going t o do. 

Q. Any response? 

A. And also — They're t h r i l l e d t o death about 

i t , t o be honest. 

I also sent them a copy of the l e t t e r t h a t 

we've submitted t o the s t a t e f o r the hearing. 

Q. Okay. Are you — I s your company the only 

working i n t e r e s t owner i n t h i s p r o j e c t area? 

A. I n t h i s p r o j e c t area? 

Q. Yeah, i n t h i s 80-acre u n i t ? 

A. Yes. I have some partners i n t h i s area, yes. 

EXAMINER CATANACH: Okay. 

MR. STOVALL: But they're f i n a n c i a l p a r t n e r s , 

not — 

THE WITNESS: F i n a n c i a l . 

MR. STOVALL: Not owners of the working 

i n t e r e s t i t s e l f ? 

THE WITNESS: No, f i n a n c i a l p a r t n e r s . 

EXAMINER CATANACH: I don't have anything 

e l s e . 

No more questions i n t h i s case, so — I s 

the r e anything f u r t h e r , Mr. Kegel? 

MR. KEGEL: Nothing f u r t h e r . 
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EXAMINER CATANACH: There being n o t h i n g 

f u r t h e r , Case 10,696 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded 

a t 9:19 a.m.) 

* * * 
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fore g o i n g t r a n s c r i p t of proceedings before the O i l 

Conservation D i v i s i o n was reported by me; t h a t I 

t r a n s c r i b e d my notes; and t h a t the fo r e g o i n g i s a t r u e 

and accurate record of the proceedings. 
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