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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: ) CASE NO. 10958 

APPLICATION OF HANAGAN PETROLEUM CORPORATION 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: D a v i d C a t a n a c h , H e a r i n g Examiner 

A p r i l 14, 1994 

Santa Fe, New Mex i c o 

T h 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 t h e 

O i l C o n s e r v a t i o n D i v i s i o n on A p r i l 14, 1994, a t 

Morgan H a l l , S t a t e Land O f f i c e B u i l d i n g , 310 O l d 

Santa Fe T r a i l , Santa Fe, New M e x i c o , b e f o r e Deborah 

O'Bine, RPR, C e r t i f i e d C o u r t R e p o r t e r No. 63, f o r t h e 

S t a t e o f New M e x i c o . 

micim m27m 
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I N D E X 

A p r i l 14, 1994 
Examiner H e a r i n g 
CASE NO. 10958 

APPEARANCES 

HANAGAN'S WITNESS: 

MICHAEL G. HANAGAN 
E x a m i n a t i o n by Mr. Bruce 
E x a m i n a t i o n by Examiner Catanach 

REPORTER'S CERTIFICATE 

E X H I B I T S 
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A P P E A R A N C E S 

FOR THE DIVISION RAND L. CARROLL, ESQ. 
G e n e r a l C o u n s e l 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 O l d Santa Fe T r a i l 
Santa Fe, New Me x i c o 87501 

FOR THE APPLICANT HINKLE, COX, EATON, COFFIELD 
& HENSLEY 

P.O. Box 2068 
Santa Fe, New Me x i c o 87504 
BY: JAMES G. BRUCE, ESQ. 
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EXAMINER CATANACH: A t t h i s t i m e w e ' l l 

c a l l Case 10958. 

MR. CARROLL: A p p l i c a t i o n o f Hanagan 

P e t r o l e u m C o r p o r a t i o n f o r an u n o r t h o d o x o i l w e l l 

l o c a t i o n , Chaves County, New M e x i c o . 

EXAMINER CATANACH: Are t h e r e a p p e a r a n c e 

i n t h i s case? 

MR. BRUCE: Mr. Exami n e r , J i m B r u c e f r o m 

t h e H i n k l e l aw f i r m i n Santa Fe r e p r e s e n t i n g t h e 

a p p l i c a n t . I have one w i t n e s s t o be sw o r n . 

EXAMINER CATANACH: Any a d d i t i o n a l 

a p p e a r a n c e s ? W i l l t h e w i t n e s s p l e a s e s t a n d t o be 

sworn i n ? 

( W i t n e s s sworn.) 

MICHAEL G. HANAGAN, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y 

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

f o l l o w s : 

EXAMINATION 

BY MR. BRUCE: 

A. W i l l you p l e a s e s t a t e y o u r name and c i t y 

o f r e s i d e n c e f o r t h e r e c o r d ? 

A. I'm M i c h a e l G. Hanagan. I l i v e i n 

R o s w e l l , New M e x i c o . 

Q. Who do you work f o r and i n what c a p a c i t y ? 

CUMBRE COURT REPORTING 
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Santa Fe, New Mex i c o 85704-9262 
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A. I work f o r Hanagan P e t r o l e u m C o r p o r a t i o n . 

I'm v i c e p r e s i d e n t and g e o l o g i s t . 

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

D i v i s i o n as a g e o l o g i s t ? 

A. No, I have n o t . 

Q. C o u l d you e x p l a i n f o r t h e e x a m i n e r y o u r 

e d u c a t i o n a l and employment b a c k g r o u n d ? 

A. I g r a d u a t e d f r o m F o r t L e w i s C o l l e g e i n 

1983, and s i n c e t h a t t i m e I ' v e been employed by 

Hanagan P e t r o l e u m , p r i m a r i l y d e v e l o p i n g o i l and gas 

p r o s p e c t s i n s o u t h e a s t e r n New M e x i c o . 

Q. A r e you f a m i l i a r w i t h t h e g e o l o g y i n p a r t 

o f t h i s l o c a t i o n ? 

A. Yes, s i r . 

MR. BRUCE: Mr. Exami n e r , I t e n d e r Mr. 

Hanagan as an e x p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER CATANACH: Mr. Hanagan i s so 

q u a 1 i f i ed. 

Q. (BY MR. BRUCE) B r i e f l y , Mr. Hanagan, what 

does t h e c o r p o r a t i o n seek i n t h i s case? 

A. We seek a p p r o v a l t o d r i l l an o i l w e l l a t 

an u n o r t h o d o x l o c a t i o n , w h i c h w o u l d be 421 f e e t f r o m 

t h e n o r t h l i n e and 2,381 f e e t f r o m t h e we s t l i n e o f 

S e c t i o n 4, Township 14 S o u t h , Range 29 E a s t , o f 

Chaves C o u n t y , New M e x i c o . 
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What i s t h e t a r g e t f o r m a t i o n ? 

A. T h i s w i l l be a 9 , 8 0 0 - f o o t D e v o n i a n t e s t . 

Q. I s t h e l o c a t i o n based on g e o l o g i c a l 

r e a s o n s ? 

A. Yes, i t i s . 

Q. Would you r e f e r t o Hanagan E x h i b i t A, 

i d e n t i f y i t f o r t h e e x a m i n e r , and o u t l i n e t h e r e a s o n s 

f o r t h e l o c a t i o n ? 

t h e t o p o f t h e M i s s i s s i p p i a n f o r m a t i o n , s h o w i n g t h e 

p r o p o s e d l o c a t i o n i n t h e n o r t h e a s t q u a r t e r o f t h e 

n o r t h w e s t q u a r t e r o f S e c t i o n 4. The M i s s i s s i p p i a n i s 

t h e b e s t i d e n t i f i a b l e m a r k e r on s e i s m i c . T h i s map i s 

based on s e i s m i c and s u b s u r f a c e g e o l o g y . I t r e f l e c t s 

a s m a l l s t r u c t u r e w h i c h we need t o be a t t h e h i g h e s t 

p o s i t i o n we can on t h a t s t r u c t u r e . 

t h r e e q u a r t e r s o f a m i l e away t o t h e n o r t h i s t h e 

M a r a t h o n No. 2 M a r a t h o n F e d e r a l . T h a t ' s t h e n e a r e s t 

p r o d u c i n g D e v o n i a n w e l l . I t ' s a c c u m u l a t e d 

a p p r o x i m a t e l y 20 , 000 b a r r e l s o f o i l t o d a t e and i s 

c u r r e n t l y s h u t i n due t o t h e h i g h c o s t o f e x c e s s i v e 

v a t e r p r o d u c t i o n and some m e c h a n i c a l p r o b l e m s . 

A b out a h a l f m i l e n o r t h i s t h e Hanagan No. 

1 Lobo F e d e r a l , w h i c h i s a p r o p o s e d D e v o n i a n l o c a t i o n 

A . E x h i b i t A i s a s t r u c t u r a l c o n t o u r map on 

To t h e n o r t h i s t h e M a r a t h o n — a b o u t 
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w h i c h has n o t y e t been d r i l l e d . I n a l l l i k e l i h o o d , 

w e ' l l d r i l l t h i s L e a p i n L i z a r d l o c a t i o n p r i o r t o t h e 

Lobo l o c a t i o n . 

Q. A r e t h e s e s m a l l s t r u c t u r e s common i n t h e 

Devonian? 

A. Yes, s i r . T h i s i s t y p i c a l o f t h e D e v o n i a n 

s t r u c t u r e i n Chaves County. 

Q. T h e r e ' s a l s o a f a u l t l i n e on t h e r e . Does 

t h a t come i n t o p l a y on y o u r p r o p o s e d l o c a t i o n ? 

A. Yes. T h a t ' s a n o t h e r r e a s o n we need t o --

i n f a c t , one o f t h e p r i m a r y r e a s o n s we need t h e 

u n o r t h o d o x l o c a t i o n . I t w i l l i n c r e a s e t h e l i k e l i h o o d 

o f e n c o u n t e r i n g t h a t f a u l t as you move w e s t . I t ' s 

n o t as c l e a r l y d e f i n e d as i t l o o k s t h e r e . 

Q. The p r e c i s e l o c a t i o n c o u l d be a l i t t l e 

c l o s e r t o t h e y o u r w e l l ? 

A. Yes, t h a t ' s r i g h t . 

Q. C o u l d you t h e n move on t o y o u r E x h i b i t B 

cind i d e n t i f y what t h a t shows f o r t h e e x a m i n e r ? 

A. E x h i b i t B i s a l e a s e h o l d map, s h o w i n g t h e 

l e a s e o w n e r s h i p i n t h e i m m e d i a t e a r e a o f t h e 

l o c a t i o n . Hanagan P e t r o l e u m and M a r a t h o n O i l j o i n t l y 

own a l l o f f s e t p r o r a t i o n u n i t s t o t h i s l o c a t i o n . 

Q. I s M a r a t h o n an i n t e r e s t owner i n y o u r 

p r o p o s e d w e l l ? 
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A. M a r a t h o n has an i n t e r e s t i n t h e a c r e a g e 

b l o c k . We're n o t s u r e i f t h e y w i l l have a w o r k i n g 

i n t e r e s t i n t h e w e l l a t t h e p r e s e n t t i m e . 

Q. What i s E x h i b i t C? 

A. E x h i b i t C i s t h e s t a n d a r d w e l l l o c a t i o n 

a c r e a g e p l a t f o r t h i s w e l l s h o w i n g i t ' s u n o r t h o d o x . 

I l t ' s 258 f e e t f r o m t h e c e n t e r l i n e ; so ma k i n g i t 

u n o r t h o d o x by 7 1 f e e t . And I ' v e a l s o a t t a c h e d o u r 

a p p l i c a t i o n t o d r i l l t o t h e BLM, w h i c h we e x p e c t t o 

be a p p r o v e d n e x t week. 

Q. Was M a r a t h o n n o t i f i e d o f t h i s h e a r i n g ? 

A. Uh-huh. E x h i b i t D i s a l e t t e r n o t i f y i n g 

M a r a t h o n o f t h i s h e a r i n g , a l o n g w i t h an a f f i d a v i t o f 

n o t i c e o f t h a t . 

Q. I n y o u r o p i n i o n , i s t h e g r a n t i n g o f t h i s 

a p p l i c a t i o n i n t h e i n t e r e s t o f c o n s e r v a t i o n and t h e 

p r e v e n t i o n o f waste? 

A.* Yes, i t i s . 

Q. Were E x h i b i t s A t h r o u g h D p r e p a r e d by you 

or u n d e r y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 

Q. Do you have any r e q u e s t r e g a r d i n g , i f t h e 

D i v i s i o n a p p r o v e s t h i s , t h e t i m i n g o f an o r d e r ? 

A. Yes. I f p o s s i b l e , I w o u l d a p p r e c i a t e 

a p p r o v a l o f t h i s l o c a t i o n by May 1 due t o t h e 

CUMBRE COURT REPORTING 
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a v a i l a b i l i t y o f a r i g i n t h e n e a r b y a r e a . I mean May 

1 s t . D i d I say A p r i l ? 

EXAMINER CATANACH: No. You s a i d May. 

THE WITNESS: W e l l , i f I c o u l d by May 1 s t , 

due t o t h e a v a i l a b i l i t y o f r i g i n t h e i m m e d i a t e a r e a 

w h i c h w o u l d r e s u l t i n s u b s t a n t i a l c o s t s a v i n g s t o us. 

MR. BRUCE: Thank you. A t t h i s t i m e , Mr. 

Examin e r , I ' d move t h e a d m i s s i o n o f E x h i b i t s A 

t h r o u g h D. 

EXAMINER CATANACH: E x h i b i t s A t h r o u g h D 

w i l l be a d m i t t e d i n t o e v i d e n c e . 

MR. BRUCE: We have n o t h i n g f u r t h e r i n 

t h i s m a t t e r . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Hanagan, what g e o l o g i c i n f o r m a t i o n d i d 

you u t i l i z e t o map t h a t s t r u c t u r e i n S e c t i o n 4? 

A. T h i s i s based on s u b s u r f a c e g e o l o g y b u t 

p r i m a r i l y on a 3D s e i s m i c s u r v e y t h a t we s h o t on t h i s 

f u t u r e . 

Q. Was t h a t a l s o used i n p i c k i n g a l o c a t i o n 

f o r t h e Lobo F e d e r a l No. 1? 

A. Yes, s i r . 

Q. Has Hanagan d r i l l e d a D e v o n i a n w e l l i n 

t h i s a r e a ? 

CUMBRE COURT REPORTING 
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A. Yes, s i r . We've d r i l l e d a D e v o n i a n 

d i s c o v e r y f o r t h e Long A r r o y o D e v o n i a n a p p r o x i m a t e l y 

seven m i l e s w e s t f r o m h e r e . T h a t was a 3D p r o s p e c t . 

Q. You d i d u t i l i z e 3D i n t h a t p r o s p e c t ? 

A. Yes, we d i d . 

Q. So y o u ' r e p r e t t y c o n f i d e n t t h a t i t ' s 

p r e t t y a c c u r a t e i n f i n d i n g t h e s e s t r u c t u r e s ? 

A. I t a p p e a r e d i t was w i t h i n f i v e f o o t o f t h e 

mapped. And y e s , we have a h i g h d e g r e e o f c o n f i d e n c e 

i n i t . 

Q. Your w e l l l o c a t i o n was chosen t o b a s i c a l l y 

e n c o u n t e r t h e c r e s t o f t h e s t r u c t u r e , t h e t o p o f t h e 

s t r u c t u r e ? 

A. Yes, i t was. As s m a l l as t h i s s t r u c t u r e 

i s , as d e f i n e d by t h e 3D, i t ' s c r i t i c a l t o g e t 

a b s o l u t e l y as h i g h as you can, w i t h t h e p r i m a r y r i s k 

b e i n g t h a t f a u l t o v e r t o t h e w e s t . You d o n ' t want t o 

bump up t o o c l o s e t o i t . 

Q. As you move o f f t h e t o p o f t h e s t r u c t u r e , 

do you l o s e r e s e r v o i r q u a l i t y ? 

A. No. I t ' s a r e a l s t r o n g w a t e r - d r i v e 

r e s e r v o i r . Y o u ' l l g e t s t r o n g — have h i g h 

p e r m e a b i l i t y o f f s t r u c t u r e , t o o . T h i s M a r a t h o n No. 2 

M a r a t h o n F e d e r a l W e l l w h i c h i s up t h e r e minus 5,190, 

t h a t w e l l has e n c o u n t e r e d a l a r g e amount o f w a t e r 
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a f t e r an a c i d j o b . They were p r o d u c i n g w a t e r f r e e 

p r i o r t o t h a t . I t ' s c r i t i c a l , we f e e l t h a t we need 

t o s t a y above t h a t a t l e a s t i n case i t w a s n ' t j u s t 

t h e a c i d j o b t h a t b r o u g h t t h e w a t e r i n . And b e i n g a 

f a i r l y s t e e p s t r u c t u r e , you can come o f f o f t h e r e 

p r e t t y q u i c k . 

Q. So you j u s t want t o make s u r e you s t a y 

above t h e o i l - w a t e r c o n t a c t ? 

A. Um-hm. The M a r a t h o n w e l l was above o i l -

w a t e r c o n t a c t u n t i l t h e y a c i d i z e d , b u t we're u s i n g 

t h a t as t h e o i l - w a t e r c o n t a c t now as an assumed, 

based on no o t h e r . 

Q. M a r a t h o n and Hanagan j o i n t l y own a l l o f 

t h e o f f s e t a c r e a g e ; i s t h a t c o r r e c t ? 

A. Uh-huh. A l l o f S e c t i o n 33 and 34, n o r t h 

h a l f o f 4, and n o r t h h a l f o f 5 a r e a l l j o i n t l y owned 

Hanagan two t h i r d s , M a r a t h o n one t h i r d . 

EXAMINER CATANACH: I have n o t h i n g 

f u r t h e r . T h e re b e i n g n o t h i n g f u r t h e r , Case 10958 

w i l l be t a k e n u n d e r a d v i s e m e n t . 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

Santa Fe, New Me x i c o 85704-9262 
(505) 984-2244 FAX: 984-2092 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

2 3 

24 

25 

11 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) ss . 

COUNTY OF SANTA FE ) 

I , Deborah O'Bine, C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t I 

caused my n o t e s t o be t r a n s c r i b e d u n d e r my p e r s o n a l 

s u p e r v i s i o n , and t h a t t h e f o r e g o i n g t r a n s c r i p t i s a 

t r u e and a c c u r a t e r e c o r d o f t h e p r o c e e d i n g s o f s a i d 

h e a r i n g . 

o r employee o f any o f t h e p a r t i e s o r a t t o r n e y s 

i n v o l v e d i n t h i s m a t t e r and t h a t I have no p e r s o n a l 

i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f t h i s m a t t e r . 

I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

WITNESS MY HAND AND SEAL, May 4, 1994. 

DEBORAH O'BINE 
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