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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

APPLICATION OF AMOCO PRODUCTION 
COMPANY 

CASE NO. 10 ,902 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: JIM MORROW, Hearing Examiner 

February 3rd, 1994 

Santa Fe, New Mexico 

MAR I 

This matter came on f o r hearing before the O i l 

Conservation D i v i s i o n on Thursday, February 3rd, 1994, a t 

Morgan H a l l , State 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, before Steven T. Brenner, 

C e r t i f i e d Court Reporter No. 7 f o r the State of New Mexico. 

* * * 
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GARY A. WEITZ 
D i r e c t E x a m i n a t i o n by Mr. Carr 
E x a m i n a t i o n by Examiner Morrow 

IRA PASTERNACK 
D i r e c t E x a m i n a t i o n by Mr. Carr 
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JAMES WILLIAM HAWKINS 
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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: 

CAMPBELL, CARR, BERGE & SHERIDAN, P.A. 
Sui t e 1 - 110 N. Guadalupe 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
By: WILLIAM F. CARR 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:11 a.m.: 

EXAMINER MORROW: C a l l the hearing t o order 

again, and c a l l Case 10,902. 

C a l l f o r appearances. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. 

I represent the App l i c a n t i n t h i s case, Amoco 

Production Company, and I have f o u r witnesses. 

EXAMINER MORROW: A l l r i g h t . I f a i l e d t o s t a t e 

what the A p p l i c a t i o n concerns. I t ' s the A p p l i c a t i o n of 

Amoco Production Company 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 area and 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 , San Juan County, New Mexico. 

W i l l the witnesses stand t o be sworn? 

(Thereupon, the witnesses were sworn.) 

MR. CARR: At t h i s time, Mr. Morrow, we c a l l Gary 

Weitz. 

GARY A. WEITZ. 

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. CARR: 

Q. Would you s t a t e your f u l l name f o r the record, 
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please? 

A. My name i s Gary A. Weitz. 

Q. And where do you reside? 

A. Denver, Colorado. 

Q. Mr. Weitz, by whom are you employed? 

A. I'm employed by Amoco Production Company. 

Q. And what i s your current p o s i t i o n w i t h Amoco? 

A. I'm a senior land negotiator with Amoco. 

Q. Have you previously t e s t i f i e d before the New 

Mexico O i l Conservation Division? 

A. No, I have not. 

Q. Could you b r i e f l y summarize f o r Mr. Morrow your 

ed u c a t i o n a l background and then review b r i e f l y your work 

experience? 

A. Yes, I graduated from Indiana U n i v e r s i t y w i t h a 

master's and a doctorate degree i n the area of exercise 

physiology and s t a t i s t i c s i n 1971. A f t e r t h a t , I was 

employed by the U n i v e r s i t y of Alaska as an a s s i s t a n t 

p r o f e s s o r , and then by the U n i v e r s i t y of Wisconsin i n 

Madison as a s s i s t a n t professor. 

I n 1980 I j o i n e d Amoco Canada Petroleum Company, 

L i m i t e d , i n Calgary, A l b e r t a , Canada. I worked i n the 

areas — several provinces across Canada and east coast 

o f f s h o r e . 

I n J u l y of 1993 I t r a n s f e r r e d t o Amoco Production 

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 

6 

Company i n Denver, and I c u r r e n t l y work the San Juan Basin 

i n New Mexico. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case on behalf of Amoco? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the s t a t u s of th e lands i n 

and surrounding the p r o j e c t area which i s the s u b j e c t of 

t h i s case? 

A. Yes. 

MR. CARR: We tender Mr. Weitz as an expert 

witness i n petroleum land matters. 

EXAMINER MORROW: His q u a l i f i c a t i o n s are 

acceptable. 

MR. CARR: Thank you 

Q. (By Mr. Carr) Mr. Weitz, could you b r i e f l y s t a t e 

what Amoco seeks i n t h i s case? 

A. Amoco i s seeking approval of a 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 area, and t h i s l o c a t i o n i s i n the 

south h a l f of Section 27, Township 32 North, Range 11 West. 

And we're also seeking a u t h o r i t y t o d r i l l a h i g h -

angle h o r i z o n t a l w e l l w i t h i n the p r o j e c t area, and t h i s 

would be d r i l l e d from the Van Hook LS Number 1 w e l l , which 

i s l o c a t e d 800 f e e t from the south l i n e and 1090 f e e t from 

the west l i n e , l ocated i n U n i t M. 

We're also asking f o r s p e c i a l o p e r a t i n g r u l e s 
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t h a t would permit the t r a v e r s e of q u a r t e r and q u a r t e r -

q u a r t e r s e c t i o n l i n e s w i t h a h o r i z o n t a l w e l l b o r e w i t h i n the 

p r o j e c t area. 

And we're also asking f o r a s p e c i a l o p e r a t i n g 

r u l e t h a t would permit t o d r i l l w i t h i n 790 f e e t of the 

outer boundary of the p r o j e c t area. 

Q. And t h a t 790-foot setback i s a standard setback 

f o r a w e l l a t t h i s depth; i s t h a t r i g h t ? 

A. Yes, i t i s . 

Q. Could you i d e n t i f y what has been marked as Amoco 

E x h i b i t 1 i n the e x h i b i t book? I d e n t i f y t h i s and then 

review i t f o r the Examiner. 

A. E x h i b i t 1 i s a land p l a t i n d i c a t i n g the s ections 

w i t h i n Township 32 North, Range 11 West, and s p e c i f i c a l l y 

what we're l o o k i n g a t i s the south h a l f of Section 27, 

which i s the p i l o t p r o j e c t area, and i n the southwest 

q u a r t e r i s located the Van Hook LS Number 1 w e l l . 

Also i n d i c a t e d on t h i s p l a t i s the o f f s e t t i n g 

o p erators, i n d i c a t e d by the number " 1 " , and the number " 1 " 

represents Amoco Production, who i s the o f f s e t t i n g operator 

of a l l t h e spacing — o f f s e t t i n g spacing u n i t s . 

Q. Mr. Weitz, we've received a c a l l from Hallador 

Petroleum Company concerning t h i s p r o j e c t . Could you 

advise the Examiner whereabouts Hallador's i n t e r e s t i s 

a c t u a l l y located? 
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A. Yes, Hallador i s located i n the south h a l f of 

Section 24 and also i n the east h a l f of Section 22. 

Q. So they were not w i t h i n the area t h a t we were 

r e q u i r e d t o n o t i f y of t h i s p a r t i c u l a r A p p l i c a t i o n under the 

OCD ru l e s ? 

A. No, they were not. 

EXAMINER MORROW: What was the name of t h a t 

company again? 

MR. CARR: Hallador, H-a-l-l-a-d-o-r. I t h i n k i t 

was p r e v i o u s l y Kimbark. 

EXAMINER MORROW: Go ahead. 

Q. (By Mr. Carr) What i s the s t a t u s of the 

ownership under the south h a l f of Section 27? 

A. South h a l f of Section 27 i s held 75 percent by 

Amoco Production Company and 25 percent by Conoco, I n c . 

Q. Because Amoco i s the only o f f s e t t i n g operator, no 

n o t i c e of t h i s hearing was r e q u i r e d ; i s t h a t c o r r e c t ? 

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

Q. W i l l Amoco also c a l l g e o l o g i c a l and engineering 

witnesses t o review the t e c h n i c a l aspects of t h i s 

A p p l i c a t i o n ? 

A. Yes, we w i l l . 

Q. Was E x h i b i t Number 1 prepared by you? 

A. Yes, i t was. 

MR. CARR: At t h i s time, Mr. Morrow, we move the 
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admission of Amoco E x h i b i t Number 1. 

EXAMINER MORROW: E x h i b i t Number 1 i s admitted. 

MR. CARR: That concludes my d i r e c t examination 

of Mr. Weeks. 

EXAMINATION 

BY EXAMINER MORROW: 

Q. You mentioned the p r o j e c t area, approval of 

ope r a t i n g r u l e s f o r a p r o j e c t area. Would — I s the 

p r o j e c t area the south h a l f of Section 27? 

A. Yes, i t i s . 

Q. Would you a n t i c i p a t e t h a t w e l l s other than the 

one i n the A p p l i c a t i o n would be app l i e d f o r and d r i l l e d i n 

t h i s p r o j e c t area i n the f u t u r e , or would t h i s be — would 

t h i s be the p r o j e c t ? 

A. This would be the p r o j e c t . 

Q. So i t doesn't a n t i c i p a t e any a d d i t i o n a l d r i l l i n g ? 

A. Not a t t h i s time. 

Q. So the operating r u l e s you're r e q u e s t i n g would be 

f o r — j u s t f o r t h i s well? 

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

Q. And anything t h a t was approved would apply only 

t o t h i s w e l l ; i s t h a t correct? 

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

EXAMINER MORROW: Bob, do you have any questions? 

MR. STOVALL: Huh-uh. 
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EXAMINER MORROW: Thank you, Mr. Weitz. 

THE WITNESS: Thank you. 

MR. CARR: At t h i s time we c a l l Mr. Pasternack. 

IRA PASTERNACK. 

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. CARR: 

Q. Would you s t a t e your name f o r the rec o r d , please? 

A. My name i s I r a Pasternack. 

Q. Where do you reside? 

A. I n Denver, Colorado. 

Q. By whom are you employed? 

A. By Amoco Production Company i n Denver, Colorado. 

Q. And what i s your c u r r e n t p o s i t i o n w i t h Amoco? 

A. I'm a s t a f f g e o l o g i s t f o r them. 

Q. Have you p r e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n ? 

A. No, I haven't. 

Q. Could you review f o r Mr. Morrow your educational 

background and then b r i e f l y summarize your work experience? 

A. Yes. I received my undergraduate degree from 

Occidental College i n Los Angeles, C a l i f o r n i a , i n 1976 w i t h 

a major i n geology. 

I received my master of science degree, again 
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w i t h a major i n geology, from Colorado School of Mines i n 

Golden, Colorado, i n 1982. 

I've been continuously employed by Amoco 

Production Company i n Denver, Colorado, since October, 

1980. For the l a s t t hree years, my work w i t h Amoco has 

focused on ev a l u a t i o n of development and e x p l o r a t i o n 

p r o j e c t s w i t h t i g h t formation gas sands. The l a s t year and 

a h a l f I've been focusing my e f f o r t s on the Mesaverde 

group, e v a l u a t i o n i n the San Juan Basin. 

I n 1987, I d i d the g e o l o g i c a l work on another 

h o r i z o n t a l w e l l t h a t Amoco d r i l l e d i n the o v e r t h r u s t b e l t 

of southwestern Wyoming. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case? 

A. Yes, I am. 

Q. Have you made a geologic study of the area 

surrounding the p r o j e c t area i n the Blanco-Mesaverde Pool? 

A. Yes, I have. 

MR. CARR: We tender Mr. Pasternack as an expert 

witness i n petroleum geology. 

EXAMINER MORROW: A l l r i g h t , we accept h i s 

q u a l i f i c a t i o n s . 

THE WITNESS: Thank you. 

Q. (By Mr. Carr) Mr. Pasternack, l e t ' s go t o what 

has been marked as E x h i b i t 2 i n the e x h i b i t book — t h i s i s 
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a composite e x h i b i t — and I would ask you f i r s t t o r e f e r 

t o t h e y e l l o w block i n the upper r i g h t - h a n d p o r t i o n of the 

e x h i b i t . I d e n t i f y t h i s and review i t f o r Mr. Morrow, 

please. 

A. The yellow block you're r e f e r r i n g t o i s a 

h o r i z o n t a l p l a n or map view of the area around our proposed 

r e - e n t r y of the Van Hook w e l l . The black l i n e i n d i c a t e s 

t h e o u t l i n e of the south h a l f of Section 27, 32 North, 11 

West. 

Located w i t h i n t h a t 790-foot setback from the 

second boundary i s the proposed d r i l l i n g window. Located 

w i t h i n t h a t d r i l l i n g window, i n d i c a t e d by the small black 

dots i n the southwest-southwest q u a r t e r q u a r t e r s e c t i o n of 

Section 27, i s the l o c a t i o n of the Van Hook LS Number 1 

t h a t was d r i l l e d and completed i n June of 1955. I n the 

northeast-southeast quarter quarter s e c t i o n i s the l o c a t i o n 

o f an i n f i l l w e l l t h a t was completed i n November of 1978, 

the Van Hook LS Number IA. 

Also shown on t h a t diagram w i t h the red l i n e i s 

our proposed h o r i z o n t a l or high-angle w e l l b o r e t r a j e c t o r y . 

The end of the l a t e r a l s e c t i o n of t h a t w ellbore i s lo c a t e d 

1500 f e e t a t a bearing of n o r t h 75 degrees east from the 

e x i s t i n g Van Hook LS Number 1 l o c a t i o n . 

Q. So b a s i c a l l y what you're doing i s d r i l l i n g almost 

s t r a i g h t toward the i n f i l l w e l l on t h i s spacing u n i t ? 
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A. That's c o r r e c t . 

Q. A l l r i g h t . Let's go t o the p o r t i o n of the 

e x h i b i t , the c r o s s - s e c t i o n , c o n s i s t i n g of the logs on 

e i t h e r side of i t , and I ' d ask you t o i d e n t i f y and review 

t h i s p o r t i o n of E x h i b i t 2. 

A. A l l r i g h t . The — On each end of the w e l l b o r e 

t r a j e c t o r y , we've put the w i r e l i n e open-hole logs f o r the 

Van Hook LS 1, our subject w e l l , and the i n f i l l w e l l t o the 

n o r t h e a s t . 

These logs demonstrate t h a t t h e r e 1 s a hi g h degree 

of c o r r e l a t a b i l i t y of the Mesaverde formations i n t h i s 

area, s p e c i f i c a l l y w i t h i n the C l i f f House and what we term 

the Massive Point Lookout i n t e r v a l . 

The Massive Point Lookout i n t e r v a l i s shaded w i t h 

the dots on the d i s p l a y t o i n d i c a t e the i n t e r v a l t h a t we 

in t e n d t o t a r g e t w i t h the h o r i z o n t a l or high-angle 

completion, and i n t h i s area t h a t i n t e r v a l i s approximately 

40 f e e t t h i c k . 

P oint out t h a t the top of t h i s Massive Point 

Lookout i n t e r v a l , or the top t h a t I've c o r r e l a t e d i n the 

n i n e - s e c t i o n area surrounding the Van Hook w e l l , t h a t I've 

used t o prepare a s t r u c t u r e map t h a t ' s E x h i b i t 3. 

Q. Before we do t h a t , could you t e l l us why you're 

p l a c i n g the h o r i z o n t a l hole i n t h i s p a r t i c u l a r d i r e c t i o n , 

or i s i t more appropriate t o do t h a t w i t h the s t r u c t u r e 
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map? 

A. I t ' s more appropriate t o do i t w i t h the s t r u c t u r e 

map. 

Q. A l l r i g h t . Well, l e t ' s go on t o E x h i b i t Number 

3, and we w i l l leave the wellbore schematic f o r a 

subsequent witness. 

A. Point out too t h a t the d e t a i l s of the w e l l b o r e 

t r a j e c t o r y diagram i t s e l f w i l l be discussed i n d e t a i l by 

our d r i l l i n g engineer s h o r t l y . 

Q. Okay. Let's go t o E x h i b i t 3, the s t r u c t u r e map. 

A. Okay. The s t r u c t u r e map, again, i s on top of 

t h a t shaded i n t e r v a l , the top of the Massive Po i n t Lookout. 

And what i t i l l u s t r a t e s i s t h a t we've got r e g i o n a l d i p 

g e n e r a l l y towards the northeast a t about one degree d i p or 

le s s . 

The most s i g n i f i c a n t f e a t u r e on the s t r u c t u r e map 

i s a f l e x u r e zone t h a t goes through the middle p o r t i o n of 

the area w i t h a northeast-southwest o r i e n t a t i o n . 

Wells along t h i s f l e x u r e zone have had s l i g h t l y 

b e t t e r p r o d u c t i o n than the w e l l s on the p e r i p h e r y of t h i s , 

and i n p a r t i c u l a r Barnes Number 6 w e l l , l o c a t e d i n the very 

n o r t h e a s t e r n corner of the map, has had s i g n i f i c a n t l y 

b e t t e r p r o d u c t i o n than the surrounding w e l l s . And B i l l 

Hawkins, our engineer, w i l l t a l k about t h a t i n more d e t a i l 

s h o r t l y . 
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I've conducted a reservoir evaluation of the area 

and found t h a t there i s very l i t t l e difference i n terms of 

pay thickness, porosity, water saturation, et cetera, when 

you compare the Barnes 6 wells to the surrounding wells. 

Therefore, I a t t r i b u t e the differences i n the p r o d u c t i v i t y 

of t h a t w e l l and the other good wells i n the area t o the 

development of enhanced permeability that I a t t r i b u t e t o 

natural fractures, and I a t t r i b u t e these natural fractures 

t o be developed i n association with t h i s flexure zone. 

Point out that I believe the o r i g i n of t h i s 

flexure zone i s due to basement f a u l t movement t h a t took 

place sometime a f t e r the deposition of t h i s Point Lookout 

i n t e r v a l . 

The high-angle horizontal wellbore would increase 

the p r o b a b i l i t y of encountering fracture zones tha t we 

believe are l o c a l l y developed i n t h i s area. I t would 

su b s t a n t i a l l y increase our chances of encountering these 

fr a c t u r e zones. 

By ori e n t i n g the horizontal or high-angle 

wellbore t r a j e c t o r y to a bearing of north 75 degrees east 

from the e x i s t i n g wellbore, we w i l l cross most of tha t 

flexure zone area, and we've conducted a fra c t u r e 

i d e n t i f i c a t i o n log i n the Van Hook Number 1, and the 

fra c t u r e orientations corroborate that wellbore t r a j e c t o r y . 

So i n conclusion, I'd l i k e t o say tha t the 
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Massive Point Lookout, as we've i l l u s t r a t e d , i s present 

across t h e area and t h a t i t would provide a s u i t a b l e t a r g e t 

f o r our high-angle h o r i z o n t a l wellbore and t h a t by using a 

high-angle h o r i z o n t a l wellbore w e ' l l have a much higher 

p r o b a b i l i t y of encountering some of these f r a c t u r e zones 

t h a t we b e l i e v e are l o c a l l y — s u b s t a n t i a l l y improve the 

p r o d u c t i v i t y of the Mesaverde i n t h i s area. 

Q. Were E x h i b i t s 2, the p o r t i o n s t h a t you've 

discussed, and E x h i b i t 3 prepared by you? 

A. Yes, s i r , they were. 

MR. CARR: At t h i s time, Mr. Morrow, we would 

move the admission of Amoco E x h i b i t 3, and w e ' l l move the 

admission of 2 a f t e r the whole e x h i b i t i s reviewed. 

EXAMINER MORROW: E x h i b i t 3 i s admitted. 

MR. CARR: That concludes my d i r e c t examination 

of Mr. Pasternack. 

EXAMINATION 

BY EXAMINER MORROW: 

Q. Let me — You mentioned, or I thought you d i d , a 

Number 6 w e l l — 

A. Yes, s i r . 

Q. — t h a t was a good w e l l , and I never d i d f i n d i t 

on t h e e x h i b i t . 

A. I t ' s the very northeastern p o r t i o n of the map, 

s i r , t he Barnes Number 6. I t ' s the w e l l t h a t has a 
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s t r u c t u r a l e l e v a t i o n of 906 f e e t . 

Q. So the f l e x u r e zone you're t a l k i n g about i s — i t 

extends from the northeast corner of 23 down t o the 

southwest of 34; i s t h a t — 

A. Yes, s i r . Yes, s i r . 

Q. Okay. Do you know i f t h e r e have been other 

s i m i l a r h o r i z o n t a l w e l l s d r i l l e d i n the Blanco-Mesaverde 

Pool? 

A. Yes, s i r , there's been t h r e e w e l l s d r i l l e d by 

Meridian t h a t are located about 3 0 miles t o the east 

southeast of t h i s area. 

Q. And t h a t ' s the only t h r e e you know o f ; i s t h a t — 

A. I n New Mexico. They j u s t r e c e n t l y d r i l l e d one i n 

Colorado. 

Q. These three by Meridian were 30 miles what 

d i r e c t i o n ? 

A. East southeast. 

One of them i s located i n Township 30 North, 9 

West. Two of them are located i n Township 30 North, 8 

West. 

Q. Were they successful? Or do you know? 

A. Yes. 

EXAMINER MORROW: Thank you, Mr. Pasternack. 

THE WITNESS: Thank you. 

MR. CARR: At t h i s time we c a l l B i l l Hawkins. 
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JAMES WILLIAM HAWKINS, 

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. CARR: 

Q. State your name f o r the record, please. 

A. James W i l l i a m Hawkins. 

Q. And where do you reside? 

A. I n Denver, Colorado. 

Q. By whom are you employed and i n what capacity? 

A. Amoco Production Company, as a petroleum 

engineer. 

Q. Have you p r e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n and had your c r e d e n t i a l s as a petroleum engineer 

accepted and made a matter of record? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case on behalf of Amoco? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h the s t a t u s of the Van Hook 

LS Well Number 1? 

A. Yes, I am. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER MORROW: Yes, s i r . 
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Q. (By Mr. Carr) I think i n i t i a l l y , Mr. Hawkins, 

you might explain t o Mr. Morrow the reasons behind t h i s 

p a r t i c u l a r Application. 

A. Well, as we stated before, the reasons behind 

t h i s Application are to improve our p r o b a b i l i t y of 

encountering fractures and hopefully s u b s t a n t i a l l y improve 

the recovery from the Van Hook LS Number 1 w e l l . 

Q. The Van Hook LS Number 1 well i s a f a i r l y — has 

been a f a i r l y good well i n t h i s formation, has i t not? 

A. Yes, i t has been. 

Q. And why was t h i s well selected? 

A. This w e l l was selected f o r a number of reasons. 

One i s tha t i t was d r i l l e d open-hole, i t has only been — 

had a small stimulated frac i n the — p r i m a r i l y i n the 

Upper Mesaverde. 

I t ' s one of the few open-hole wells t h a t was not 

treated with n i t r o g l y c e r i n e , so i t s t i l l i s a f a i r l y good 

candidate f o r d i r e c t i o n a l d r i l l i n g . 

And i t ' s i n the proximity of t h i s flexure zone 

where we've seen some improved recoveries from wells and 

have some indications that there are fractures present i n 

the area. 

Q. I t i s currently a producing we l l i n the Blanco-

Mesaverde? 

A. Yes, i t i s . 
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Q. A l l r i g h t . Let's go t o E x h i b i t Number 4. Could 

you i d e n t i f y t h i s and review i t f o r Mr. Morrow, please? 

A. Yes, E x h i b i t Number 4 i s a n i n e - s e c t i o n p l a t t h a t 

shows the cumulative recovery from the Mesaverde w e l l s i n 

t h i s area. 

And i f w e ' l l s t a r t j u s t i n Section 27, the Van 

Hook Number 1 w e l l has recovered approximately 7.4 BCF of 

gas t o date. That's w i t h i n our p r o j e c t area. 

I f w e ' l l look a t the w e l l s t h a t run k i n d of i n 

the n o rtheast-to-southwesterly d i r e c t i o n , y o u ' l l see t h a t 

most of the w e l l s t h a t were f i r s t w e l l s i n the pool have 

been producing — 30 years or more, have produced around 7 

t o 8 BCF. And we note the Barnes w e l l up i n the f a r 

northeast corner, around 15.8. 

Well, a l l of the w e l l s are s l i g h t l y b e t t e r than 

the average w e l l i n t h i s general area. I t h i n k t h a t ' s 

i n d i c a t i v e of the presence of f r a c t u r e s i n the area. We 

j u s t t h i n k t h a t the Barnes Number 6 w e l l probably 

encountered the f r a c t u r e s d i r e c t l y and has very good 

communication w i t h the f r a c t u r e s . 

I f we look a t the i n f i l l w e l l s , most o f the w e l l s 

i n t h i s area have recovered on the order of 2 t o 3 BCF, and 

th e r e don't appear t o be any — you know, any s i g n i f i c a n t 

changes. Re a l l y , the older w e l l s t h a t we can see, longer 

term increased recovery from t h i s area. 
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Q. So b a s i c a l l y there appears t o have been no 

drainage from the o f f s e t t i n g w e l l s due t o these w e l l s w i t h 

the h i g h cums on t h i s t r e n d across t h i s p l a t ? 

A. That's e x a c t l y r i g h t . I would say t h a t t he — 

even t h e Barnes Number 6 w e l l t h a t ' s recovered 15.8, the 

o f f s e t s t o t h a t w e l l have recovered 1.5 t o 3 BCF and don't 

appear t o be showing any adverse drainage from t h a t Barnes 

Number 6. Those appear t o be f a i r l y s i m i l a r t o any other 

i n f i l l w e l l s w i t h i n t h i s n i n e - s e c t i o n area. 

Q. A l l r i g h t , l e t ' s move t o E x h i b i t Number 5. Would 

you i d e n t i f y and review t h a t , please? 

A. Yes, E x h i b i t Number 5 i s again a n i n e - s e c t i o n 

p l a t w i t h the Mesaverde w e l l s , showing the expected 

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

And as you can see, i t ' s s t i l l a very s i m i l a r 

t r e n d from the cumulative recoveries. The w e l l s running 

p r e t t y much i n the l i n e from the very southwest corner t o 

the n o r theast corner appear t o be s l i g h t l y b e t t e r than, 

say, the other w e l l s i n t h i s general area. They range from 

7.5, 8.4, 9.3 BCF, a l l the way up t o the 22.4 BCF from the 

Barnes Number 6. 

And what we're hopeful i s t h a t by r e - e n t e r i n g 

t h i s Van Hook Number 1 and d r i l l i n g i t h o r i z o n t a l l y and 

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

w e l l , w e ' l l be able t o even improve the recovery from the 
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Van Hook Number 1 w e l l , even more than what's shown on t h i s 

map. 

And h o p e f u l l y , w e l l be able t o achieve something 

c l o s e r t o what the Barnes Number 6 w e l l has achieved — 

recovered. 

Q. A l l r i g h t . Let's now go t o your economic 

a n a l y s i s , E x h i b i t 6. Would you review t h i s f o r Mr. Morrow? 

A. Yes, t h i s i s j u s t a simple summary from the 

economic a n a l y s i s of our p r o j e c t . 

We expect our h o r i z o n t a l recompletion t o cost 

about $400,000, and t h a t ' s t o — Since the w e l l ' s already 

been d r i l l e d , we'd r e a l l y j u s t be r e - e n t e r i n g t h i s w e l l and 

d r i l l i n g the h o r i z o n t a l l e g of i t . 

We have an expected recovery here of an 

incremental 2 BCF. That's simply a hopeful e x p e c t a t i o n , I 

t h i n k , a t t h i s p o i n t . Maybe w e ' l l be able t o get something 

even b e t t e r than t h a t , but f o r the purposes of our 

economics we chose t o use about 2 BCF, which would 

b a s i c a l l y double the remaining reserves from the w e l l , from 

i t s c u r r e n t s t a t e . 

The expected IP, t h i s i s a 1.5-million-a-day 

incremental r a t e over the c u r r e n t r a t e of about 500 MCFD. 

And then the economics t h a t are shown w i t h a 

present worth o f , a t zero discount, about $7.7 m i l l i o n , 

present worth a t ten-percent discount, a t $786,000, and a 
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r a t e of r e t u r n of 53 percent. 

Q. I n your o p i n i o n , Mr. Hawkins, w i l l approval of 

t h i s A p p l i c a t i o n r e s u l t i n the recovery of hydrocarbons 

t h a t otherwise might not be produced? 

A. Yes. 

Q. Thereby preventing waste? 

A. Yes. 

Q. W i l l approval of the A p p l i c a t i o n otherwise be i n 

the best i n t e r e s t of conservation and the p r o t e c t i o n of 

c o r r e l a t i v e r i g h t s ? 

A. Yes. 

Q. Were E x h i b i t s 4 through 6 prepared by you or 

compiled under your d i r e c t i o n ? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Morrow, we move the 

admission of Amoco E x h i b i t s 4 through 6. 

EXAMINER MORROW: 4 through 6 are admitted. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Hawkins. 

EXAMINATION 

BY EXAMINER MORROW: 

Q. Mr. Hawkins, i s the i n f i l l w e l l s t i l l producing 

a t t h i s time? 

A. Yes, i t i s . 

Q. You probably i n d i c a t e t h a t on your e x h i b i t . 
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A. I t ' s — On E x h i b i t 4, i t ' s shown t o have 

cumulative recovery of 2.8 BCF, the Van Hook Number IA. 

And on E x h i b i t 5, the expected u l t i m a t e recovery of about 

4.2 — 2.8 up t o 4.2. 

Q. Yes. Do you know what i t ' s producing a t t h i s 

t i m e , about? 

A. I do have some i n d i c a t i o n . Let me take a quick 

look here. I t ' s making about 500 MCFD as w e l l . 

Q. And Number 1 i s 500 also? 

A. Approximately 500 f o r t h a t one, yes, s i r . 

EXAMINER MORROW: Thank you, Mr. Hawkins. That's 

a l l the questions I have. 

MR. CARR: At t h i s time we c a l l Frank S e i d e l . 

FRANK A. SEIDEL. 

the witness h e r e i n , a f t e r having been f i r s t d uly 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. CARR: 

Q. Would you s t a t e your name f o r the r e c o r d , please? 

A. Frank A r t h u r Seidel. 

Q. By whom are you employed? 

A. Amoco Production Company. 

Q. And i n what capacity? 

A. As a s t a f f d r i l l i n g engineer. 

Q. Mr. Seidel, have you p r e v i o u s l y t e s t i f i e d before 
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the O i l Conservation D i v i s i o n ? 

A. No, I have not. 

Q. Could you b r i e f l y summarize f o r Mr. Morrow your 

e d u c a t i o n a l background and your work experience? 

A. I have a BS i n chemical engineering from New 

Mexico State U n i v e r s i t y , 1982. 

I've been employed as a d r i l l i n g engineer f o r 

Amoco f o r 12 years. 

I've worked i n Hobbs, New Mexico; Houston, Texas; 

and Denver, Colorado. 

Q. Have you had experience w i t h h o r i z o n t a l d r i l l i n g ? 

A. Yes, I have. 

Q. How many w e l l s have you worked on? 

A. I've d r i l l e d 12 h o r i z o n t a l w e l l s , s i x i n the 

A u s t i n Chalk f i e l d of Texas, f i v e i n the Clear Springs 

f i e l d of M i s s i s s i p p i , and one i n Oklahoma. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case? 

A. Yes, I am. 

Q. And are you f a m i l i a r w i t h the Van Hook LS Well 

Number 1, the subject of the A p p l i c a t i o n ? 

A. Yes, I am. 

MR. CARR: At t h i s time, Mr. Morrow, we tender 

Mr. Seidel as an expert witness i n d r i l l i n g engineering. 

EXAMINER MORROW: We accept h i s q u a l i f i c a t i o n s . 
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Q. (By Mr. Carr) Let's go back t o E x h i b i t Number 2, 

Mr. S e i d e l , and I would ask you t o look a t the c e n t r a l 

p o r t i o n of the e x h i b i t where th e r e i s a schematic drawing 

of the h o r i z o n t a l wellbore, and I would ask you, using t h i s 

e x h i b i t , t o review f o r the Examiner e x a c t l y how Amoco 

proposes t o d r i l l t h i s w e l l . 

A. Okay, what we have depicted here i s a well b o r e 

schematic showing e x i s t i n g seven-inch, 20-pound, J-55 

casing set a t 4320 f e e t . 

This was o r i g i n a l l y an open-hole completion from 

4320 f e e t major depth a l l the way down t o 5300 f e e t , and 

j u s t t u b i n g was run i n the hole, and the w e l l was produced 

open hole. 

What we int e n d on doing i s plugging back t o a 

depth of 4835 w i t h cement and then d r i l l i n g out and k i c k i n g 

o f f w i t h a medium radius motor assembly and b u i l d a t 18 

degrees per hundred, w i t h an a i r - m i s t type of d r i l l i n g 

medium. 

And the reason why we have t o use a i r m i s t 

d r i l l i n g medium i s a bottomhole pressure of approximately 

500 p . s . i , t h a t equates out t o 1.85 pounds per g a l l o n mud 

weight, which would necessitate us t o use the a i r - m i s t type 

system. 

We w i l l survey w i t h a s t e e r i n g t o o l and provide a 

survey t o the Commission upon completion of the w e l l . 
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Q. How much v e r t i c a l — or, I'm s o r r y , h o r i z o n t a l 

hole are you a n t i c i p a t i n g d r i l l i n g ? 

A. We're a n t i c i p a t i n g a t o t a l v e r t i c a l s e c t i o n of 

1500 f e e t . I t ' s going t o r e q u i r e about 306 f e e t t o b u i l d 

the curve t o 87.85 degrees, and then w e ' l l t ransverse the 

e n t i r e Massive Point Lookout formation and end up w i t h a 

terminus a t the l a t e r a l of the base of the pay zone. 

Q. Y o u ' l l be able t o c o n t r o l the h o r i z o n t a l p o r t i o n 

of t he w e l l so t h a t you're c e r t a i n you won't be c l o s e r than 

790 f e e t t o the outer boundary; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. And you i n d i c a t e d you w i l l p rovide the survey t o 

the OCD? 

A. Yes, s i r . 

Q. Was the c e n t r a l p o r t i o n of t h i s e x h i b i t prepared 

by you? 

A. Yes, s i r . 

MR. CARR: At t h i s time, Mr. Morrow, I would move 

the admission of Amoco E x h i b i t Number 2. 

EXAMINER MORROW: E x h i b i t 2 i s admitted. 

Q. (By Mr. Carr) Mr. Seidel, how soon does Amoco 

d e s i r e t o commence the h o r i z o n t a l d r i l l i n g of t h i s w e l l ? 

A. Upon approval. 

Q. Do you request t h a t the Order be expedited t o the 

ex t e n t possible? 
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A. Yes, s i r . 

MR. CARR: That concludes my d i r e c t examination 

of t h i s witness. 

EXAMINATION 

BY EXAMINER MORROW: 

Q. The d i r e c t i o n of the f r a c t u r e o r i e n t a t i o n , t h a t ' s 

already been determined and you know where you want t o go 

w i t h the h o r i z o n t a l w e l l b o r e ; i s t h a t c o r r e c t ? 

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

Q. Has Amoco done any h o r i z o n t a l w e l l d r i l l i n g i n 

northwest New Mexico? You may have i n d i c a t e d t h a t i n your 

q u a l i f i c a t i o n s . 

A. No, s i r , not i n New Mexico, we have not. 

Q. Okay, Colorado? 

A. No, s i r . 

EXAMINER MORROW: Okay. I s t h i s the l a s t 

w i tness, Mr. Carr? 

MR. CARR: Yes, s i r , i t i s . 

EXAMINER MORROW: You had — You discussed an 

area operator, Hallador. Why d i d you b r i n g t h a t up? 

MR. CARR: Hallador c a l l e d us about t h i s 

A p p l i c a t i o n and expressed concern t h a t they hadn't received 

n o t i c e , and so we checked t o confirm t h a t i n f a c t they were 

not an o f f s e t t i n g operator, and they are some distance 

away. And we were concerned t h a t they might have also 
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c a l l e d the D i v i s i o n , and we wanted you t o know t h a t we had 

confirmed and i n f a c t our n o t i c e was c o r r e c t . 

EXAMINER MORROW: Okay. Did you make them f e e l 

good about the A p p l i c a t i o n ? 

MR. CARR: I t made me f e e l r e l i e v e d . 

EXAMINER MORROW: I mean — I was asking about 

Hallador. 

MR. CARR: We haven't heard back from them. 

EXAMINER MORROW: Okay. A l l r i g h t . Thank you, 

Mr. S e i d e l . 

THE WITNESS: Thank you. 

MR. CARR: Mr. Morrow, t h a t concludes our 

p r e s e n t a t i o n i n t h i s case. 

EXAMINER MORROW: Case 10,902 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

9:42 a.m.) 

* * * 
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