
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 

STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

CASE 10,697,/10,698 » 

IN THE MATTER OF: 

A p p l i c a t i o n of Petroleum Development Corporation 
f o r a high a n g l e / 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 o p e r a t i n g r u l e s 
t h e r e f o r , Chaves County, New Mexico 

A p p l i c a t i o n of Petroleum Development Corporation 
f o r a high a n g l e / 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 , 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 , 
and a nonstandard o i l p r o r a t i o n u n i t , Chaves 
County, New Mexico 

BEFORE: DAVID R. CATANACH, EXAMINEljJOIL CONSERVATION D!V Sn> 

EXAMINER HEARING 

TRANSCRIPT OF PROCEEM____i 

STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

A p r i l 8, 1993 
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A P P E A R A N C E S 

FOR THE DIVISION: 

ROBERT G. STOVALL 
Att o r n e 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 

Appearances 

J.C. JOHNSON 

D i r e c t Examination by Mr. Kegel 

Examination by Mr. S t o v a l l 

Examination by Examiner Catanach 

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

* * * 

E X H I B I T S 
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E x h i b i t 4 6 
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WHEREUPON, the f o l l o w i n g proceedings were had 

at 9:20 a.m.: 

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

Case Number 10,697. 

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

Development Corporation f o r a hig h a n g l e / 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 

o p e r a t i n g r u l e s t h e r e f o r , 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: Okay, any other 

appearances? 

MR. KEGEL: Mr. Examiner, I ' d l i k e t o ask 

t h a t t h i s case be consolidated w i t h the f o l l o w i n g case, 

Number 10,698, i n v o l v i n g the same type of an 

a p p l i c a t i o n i n the same se c t i o n . 

EXAMINER CATANACH: Okay, a t t h i s time w e ' l l 

c a l l Case 10,698. 

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

Petroleum Development Corporation f o r a high 

a n g l e / 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 , 

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 , and a nonstandard o i l 

p r o r a t i o n u n i t , Chaves County, New Mexico. 
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EXAMINER CATANACH: Any a d d i t i o n a l 

appearances? 

Okay, l e t the record r e f l e c t t h a t the witness 

has p r e v i o u s l y been sworn i n , p r i o r case. 

You may proceed, Mr. Kegel. 

J.C. JOHNSON. 

the witness h e r e i n , having been p r e v i o u s l y 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. For the record, s t a t e your name and 

residence. 

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

New Mexico. 

Q. And your occupation? 

A. I'm President of Petroleum Development 

Corporation. 

Q. And you have t e s t i f i e d before t h i s Commission 

as an expert previously? 

A. Yes, I have. 

MR. KEGEL: Tender the witness. 

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

Q. (By Mr. Kegel) Do you have an e x h i b i t book 

t h a t ' s i n these two consolidated matters? 

A. Yes, I have. On the Case Number 10,697 I 

CUMBRE COURT REPORTING 
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have f o u r e x h i b i t s and the A p p l i c a t i o n l e t t e r w i t h 

r e c e i p t s from a l l the o f f s e t operators t h a t they were 

n o t i f i e d by c e r t i f i e d m a i l . 

Case Number 10,698, I have f o u r e x h i b i t s , the 

map, o f f s e t operators and addresses, h o r i z o n t a l 

d r i l l i n g procedure and a schematic of the procedure.'. 

Q. As w e l l as — Well, are these two 

A p p l i c a t i o n s i d e n t i c a l i n what i s proposed? 

A. Yes, they are. 

Q. Are there any d i f f e r e n c e s between them? 

A. Not r e a l l y , except the depths of the pay 

zones and the k i c k o f f p o i n t s , the p e r f o r a t i o n s , s l i g h t 

d i f f e r e n c e because one i s on one side of the s e c t i o n 

and one i s on the other side of t h i s s e c t i o n . 

The procedure of what we're going t o be doing 

i s , we're going t o be doing the same t h i n g , we're going 

t o be d r i l l i n g the h o r i z o n t a l w e l l s , m a i n t a i n i n g a 

dista n c e of 100 f e e t from the out-of-boundaries of the 

40-acre t r a c t i n each w e l l . 

Q. And do you have adequate c o n t r o l s t o see t h a t 

you don't i n t r u d e upon the 100-acre — 100-foot 

boundary? 

A. Yes, we do. 

Q. I s the procedure which w i l l be used the same 

or s i m i l a r t o the procedure about which you have 

CUMBRE COURT REPORTING 
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t e s t i f i e d i n Case 10,696? 

A. Yes, i t i s . 

Q. I s i t i d e n t i c a l or 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 ? 

A. The only d i f f e r e n c e i s the distance t h a t we 

w i l l be going from the v e r t i c a l w e l l b o r e . 

I n these cases we w i l l be l i m i t e d — by going 

one c e r t a i n d i r e c t i o n — I f the bottom of the wel l b o r e 

i s the same as the surface we would be able t o go out 

about 890 f e e t , there's a p o s s i b i l i t y . 

On the other w e l l we would be able t o go out 

about 790 f e e t , i s our maximum di s t a n c e , where i n the 

other case, 10,696, we're going t o t r y t o get out as 

f a r as we can because we're c r o s s i n g another 40-acre 

boundary. 

MR. KEGEL: I s i t p o s s i b l e , Mr. Examiner, t o 

take n o t i c e of the testimony i n the p r i o r case i n t h i s 

one so we don't have t o go through i t i n d e t a i l ? 

EXAMINER CATANACH: Yes, I t h i n k we can do 

t h a t . 

Q. (By Mr. Kegel) I n both of these cases, do 

you f e e l t h a t the A p p l i c a t i o n s are i n the i n t e r e s t s of 

conservation and prevention of waste? 

A. Yes, I do. Again, we're i n a s i t u a t i o n where 

we're t r y i n g recover reserves t h a t have not been 
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recovered by primary production from a v e r t i c a l - d r i l l e d 

w e l l . 

A l l i n d i c a t i o n s from l o g c a l c u l a t i o n s , t h e r e 

are a tremendous amount of reserves s t i l l a v a i l a b l e t o 

be recovered. And the o f f s e t operators w i l l have the 

o p p o r t u n i t y of t h i s works t o do the same t h i n g t o t h e i r 

w e l l s i f the economics are there t o do i t . 

Q. And the f r a c t i o n a l i z a t i o n t h a t you t a l k e d 

about i n the p r i o r case i s present, you b e l i e v e , i n 

these two s i t u a t i o n s also? 

A. Yes, I do. 

Q. And the o f f s e t operators w i l l get the b e n e f i t 

o f the experience gained by your expenditures? 

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

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

EXAMINATION 

BY MR. STOVALL: 

Q. Mr. Johnson, j u s t t o make sure t h a t we've got 

the record together, the e x h i b i t s appear t o be the same 

i n terms of content f o r each of the t h r e e cases, both 

the previous one which we're in c o r p o r a t e d i n here and 

then these two; i s t h a t correct? 

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

Q. And the d i f f e r e n c e , as i t appears t o me, i s 

t h a t what's r e a l l y s i g n i f i c a n t l y d i f f e r e n t i s t h a t you 
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are at d i f f e r e n t depths — 

A. Right. 

Q. — i n what you're doing? 

A. That i s correct. I t i s the same pay zone. 

Q. Okay. So i n other words, i f we look at each 

e x h i b i t , we could j u s t — I f we wanted to s u b s t i t u t e 

the testimony, we could j u s t plug i n the numbers from 

the exhibits i n t o the testimony as a description of 

what you intend to do and how you intend to get there? 

A. That i s correct. 

Q. One other — The case did include an 

advertisement f o r a nonstandard pror a t i o n u n i t . I t 

appears to me your Application a c t u a l l y didn't 

reference t h a t . I think that was i d e n t i f i e d when the 

case was — the advertisement was prepared by the 

Division. 

A. Yes. 

Q. Am I correct i n — I t appears that t h a t i s 

because of an irre g u l a r survey and not because you're 

omitting or adding any portion of a quarter section — 

or a quarter quarter section or a l i n e ; i s t h a t 

correct? 

In other words, the quarter quarter t h a t 

you're i n i s actually a 44-acre quarter quarter rather 

than a 40-acre; i s that — 

CUMBRE COURT REPORTING 
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A. That's r i g h t , but I b e l i e v e the A p p l i c a t i o n 

f o r ~ 

Q. I t ' s 10,698, i s the one t h a t we're r e f e r r i n g 

t o , and according t o the advertisement, and i f I --• Let 

me make sure I'm lo o k i n g a t the r i g h t map. I t appears 

t h a t t h a t may be a 44.3-acre l o t r a t h e r than a standard 

40-acre t r a c t . Do you have any reason t o b e l i e v e 

t h a t ' s not true? 

A. No, I don't. Walter, l e t me see — I missed 

i t somewhere or another — what you're t a l k i n g about. 

Q. I b e l i e v e when Mr. Stogner prepared t h e -— 

A. Okay. 

Q. — A p p l i c a t i o n , he reviewed the land surveys 

f o r t h i s area and determined t h a t . 

A. Yes, 4 4.3. Yes, okay. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Johnson, the d i r e c t i o n of the l a t e r a l s i n 

the two w e l l s t h a t we've been di s c u s s i n g has not been 

determined? 

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

Q. So you're requesting a u t h o r i z a t i o n t o d r i l l 

i n any d i r e c t i o n you choose — 

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

Q. — as long as you stay f u r t h e r than 100 f e e t 
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from the outer boundary of the 40-acre u n i t ? 

A. That i s c o r r e c t . One reason, the main reason 

f o r t h i s request too, we may — When we do one l a t e r a l , 

we may f i n d some i n f o r m a t i o n t h a t says, Hey, i t may be 

b e t t e r t o change t h i s d i r e c t i o n i n the next w e l l . 

MR. STOVALL: And the t r a c t s are who l l y owned 

by PDC? 

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

MR. STOVALL: Federal t r a c t s again? 

THE WITNESS: They are f e d e r a l t r a c t s . 

MR. STOVALL: And I assume the feds are once 

again e n t h u s i a s t i c ? 

THE WITNESS: They are e n t h u s i a s t i c about i t . 

Q. (By Examiner Catanach) Mr. Johnson, given 

the f a c t t h a t these wellbores may be w i t h i n 100 f e e t of 

the outer boundary of the lease l i n e , do you see any 

adverse e f f e c t on the o f f s e t operators as a r e s u l t of 

th a t ? 

A. At the present time, you mean? 

Q. I f you do i n f a c t d r i l l a l a t e r a l t o w i t h i n 

100 f e e t of the outer boundary of the p r o r a t i o n u n i t , 

you're r e a l l y a t a nonstandard l o c a t i o n . Do you se-.e 

t h a t as a f f e c t i n g the o f f s e t operators adversely? 

A. I do not myself, based on data and a r t i c l e s 

I've read and so f o r t h . A w e l l d r i l l — The amount of 
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o i l that's been recovered i n these o i l s — I doubt i f 

i t ' s been recovered 2 0 foot from the wellbore. 

But the thing that happens, i f a well was 

d r i l l e d v e r t i c a l l y 100 foot from the w e l l , then you 

have the whole area, say these pay thicknesses 40-foot 

t h i c k where the 7-7/8-inch bore may do i t . 

But with the l a t e r a l boring out there t o a — 

a drainage factor — a l o t of people thi n k i t doesn't 

drain 20 foot from that point of the l a t e r a l . 

So the drainage i s not as great. The 

drainage w i l l be along that l a t e r a l as i t goes out. 

Q. Unless you h i t a frac t u r e , and then wouldn't 

the drainage area be extended? 

A. I t a l l depends on how far that fracture 

extends, that i s correct. 

Q. But you've had no objection or no concern 

from any o f f s e t operators on any of these proposals? 

A. I've had no objections. 

Q. The well number 4 i s currently plugged and 

abandoned? 

A. That i s correct. 

Q. Okay. And number 7 i s currently s t i l l — Is 

th a t s t i l l producing? 

A. I t ' s temporarily abandoned. 

Q. Okay. 
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A. The number 4 w e l l was d r i l l e d , attempt t o 

complete was made. The w e l l has produced, I t h i n k , 575 

b a r r e l s of o i l . Log c a l c u l a t i o n s show ther e ' s 460,000 

b a r r e l s of o i l i n place, based on a 40-acre spacing 

u n i t . 

EXAMINER CATANACH: Okay, I don't have 

anything f u r t h e r . 

MR. KEGEL: Nothing f u r t h e r . 

EXAMINER CATANACH: Okay, t h e r e being n o t h i n g 

f u r t h e r , Case 10,697 and 10,698 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded 

a t 9:33 a.m.) 

* * * 
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