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1 (9:38a.m.) 

2 EXAMINER DAWSON: Good morning. Today i s 

3 Thursday, May 29th, 2014. We're located at Porter H a l l 

4 i n the Wendell Chino B u i l d i n g , at 1220 South St. 

5 Francis, Santa Fe. My name i s Scott Dawson. I'm the 

6 deputy d i r e c t o r f o r the O i l Conservation D i v i s i o n . I 

7 w i l l be the Hearing Examiner f o r Cases 15153 and 15154. 

8 To my r i g h t i s Gabriel Wade. He's general 

9 counsel f o r EMNRD and representing the O i l Conservation 

10 D i v i s i o n . 

11 I have had a chance t o read the d r a f t order 

12 of the Cases 15153 and 15154. 

13 And I w i l l ask, Mr. Rankin, do you wish t o 

14 separate or consolidate these cases? 

15 MR. RANKIN: Thank you, Mr. Examiner. We 

16 p r e f e r t o present these cases separately, and i f i t 

17 pleases the Examiner, we p r e f e r t o do Case 15154 f i r s t , 

18 since t h a t ' s the case i n which Mr. Gallegos has entered 

19 an o b j e c t i o n t o . We'd l i k e t o address t h a t case f i r s t 

20 and then proceed w i t h Case 15153 . 

21 EXAMINER DAWSON: Okay. I'd please ask f o r 

22 appearances and witnesses. 

23 MR. RANKIN: Thank you, Mr. Examiner. 

24 Adam Rankin, of H o l l a r d & Hart here i n 

25 Santa Fe, on behalf of Encana O i l & Gas. And today I ' l l 
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1 have t h r e e w i t n e s s e s i n Case 15154 and t h r e e w i t n e s s e s 

2 i n Case 15153. 

3 EXAMINER DAWSON: Mr. Gallegos? 

4 MR. GALLEGOS: Yes, Mr. Examiner. Gene 

5 Gallego s a p p e a r i n g f o r Pro NM Energy, I n c . And we 

6 a p p r e c i a t e t h e c o o p e r a t i o n o f counse l t a k i n g Case 15154 

7 a t t h i s t i m e . 

8 EXAMINER DAWSON: Are you here t o oppose o r 

9 p r o t e s t t h i s case? 

10 MR. GALLEGOS: No. We're s i m p l y 

11 i n t e r v e n i n g . We don't s t a n d i n o p p o s i t i o n , but we 

12 q u e s t i o n t h e setback aspect o f t h e case, t h e 330-f o o t 

13 setback. We do n o t oppose f o r m a t i o n o f t h e u n i t o r the 

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

15 EXAMINER DAWSON: Okay. W e l l , I'm hoping 

16 t h a t your concerns w i l l be addressed a t t h e h e a r i n g . 

17 MR. GALLEGOS: Thank you. 

18 EXAMINER DAWSON: Okay. Mr. Rankin, do you 

19 have an opening statement? 

2 0 MR. RANKIN: Mr. Examiner, no, I don't . I 

21 p r e f e r t o proceed w i t h w i t n e s s e s a t t h i s p o i n t . 

2 2 EXAMINER DAWSON: Okay. We can swear i n 

23 t h e wi t n e s s e s a t t h i s t i m e . 

24 MR. RANKIN: Thank you. 

25 You guys want t o s t a n d up? 

i 
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EXAMINER DAWSON: Please r a i s e your r i g h t 

2 hand and -- s t a t e your name, p l e a s e . 

3 MS. GRAF: J e n n i f e r Graf. 

4 MR. CAMPER: D a n i e l Camper. 

5 MS. BINION: Mona B i n i o n . 

6 EXAMINER DAWSON: Do you have any e x h i b i t s 

7 

8 

t h a t you wish t o e n t e r ? 

MR. RANKIN: We w i l l have -- we do have 

9 e x h i b i t s , I t h i n k a t o t a l o f 15 e x h i b i t s . 

10 EXAMINER DAWSON: The c o u r t r e p o r t e r needs 

11 t o swear them i n . I'm s o r r y . 

12 (Ms. Graf, Mr. Camper and Ms. B i n i o n 

13 sworn.) 

14 MR. RANKIN: Mr. Examiner, I ' d l i k e t o c a l l 

15 my f i r s t w i t n e s s , Ms. Mona B i n i o n , p l e a s e . 

16 EXAMINER DAWSON: Go ahead. 

17 MONA L. BINION, 

18 a f t e r h a v i n g been f i r s t d u l y sworn under o a t h , was 

19 q u e s t i o n e d and t e s t i f i e d as f o l l o w s : 

20 DIRECT EXAMINATION 

21 BY MR. RANKIN: 

22 Q. Good morning, Ms. B i n i o n . How are you? 

23 A. Good morning. 

24 Q. For the r e c o r d , can you p l e a s e s t a t e your f u l l 

25 name? 
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5d77e5a1-8285-4dc9-a71M5eeefda1cee 



Page 8 

1 A. Mona B i n i o n . 

2 Q. And by whom a r e you employed? 

3 A. Encana O i l & Gas. 

4 Q. And i n what c a p a c i t y ? 

5 A. As a l a n d n e g o t i a t o r f o r t h e San Juan Basin. 

6 Q. And 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 he 

7 New Mexico O i l C o n s e r v a t i o n D i v i s i o n ? 

8 A . I have. 

9 Q. And have your c r e d e n t i a l s as an e x p e r t i n l a n d 

10 p e t r o l e u m management been made a m a t t e r o f r e c o r d and 

11 c e r t i f i e d by t h e D i v i s i o n ? 

12 A. I t has. 

13 Q. And are you f a m i l i a r w i t h t h e s t a t u s o f the --

14 are you f a m i l i a r w i t h t h e a p p l i c a t i o n s - - a p p l i c a t i o n 

15 t h a t 1 s f i l e d i n t h i s case? 

16 A. I am. 

17 Q. And are you a l s o f a m i l i a r w i t h t h e lands t h a t 

18 are the s u b j e c t o f t h i s a p p l i c a t i o n ? 

19 A. I am. 

20 MR. RANKIN: Mr. Examiner, I would t e n d e r 

21 Ms. B i n i o n as an e x p e r t i n p e t r o l e u m l a n d m a t t e r s . 

22 EXAMINER DAWSON: She i s so accepted. 

23 MR. RANKIN: Any o b j e c t i o n s ? 

24 MR. GALLEGOS: No o b j e c t i o n . 

2 5 EXAMINER DAWSON: Do you have any 
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1 o b j e c t i o n s , Mr. Gallegos? 

2 MR. GALLEGOS: No, Mr. Examiner. 

3 Q. (BY MR. RANKIN} Ms. Binion, can you please 
* 

4 b r i e f l y s t a t e what i t i s t h a t Encana seeks w i t h t h i s 

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

6 A. Encana seeks the approval of the Pinon Unit as 

7 a v o l u n t a r y f e d e r a l e x p l o r a t o r y undivided u n i t and the 

8 c r e a t i o n of a new pool f o r h o r i z o n t a l development w i t h i n 

9 the u n i t boundaries p r o v i d i n g f o r 330-foot setbacks from 

10 the e x t e r i o r boundary of the u n i t . 

11 Q. Ms. Binion, w i l l you please t u r n t o what's been 

12 marked as E x h i b i t Number 1 i n your e x h i b i t packet, and 

13 can you please j u s t review t h i s e x h i b i t and expla i n what 

14 i t shows f o r the Examiner? 

15 A. E x h i b i t 1 shows the o u t l i n e of the Pinon Unit 

16 boundary i n bold black o u t l i n e , which depicts 

17 approximately 800,000 [ s i c ] acres. I t ' s a mixture of 

18 f e d e r a l , s t a t e and Indian a l l o t t e d mineral acres. I t 

19 includes a p o r t i o n of the Basin-Mancos gas pool, which 

2 0 contains 320-acre spacing u n i t r u l e s , w i t h a 660-foot 

21 setback. I t also contains a p o r t i o n of the B i s t i Lower 

22 Gallup pool, which contains 80-acre spacing and 33 0 - fo o t 

23 setbacks. 

24 Q. And j u s t f o r the record , would you mind 

25 c l a r i f y i n g the approximate acreage f o r the u n i t again? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 A. The acreage of the Pinon Unit i s about 8,005.44 

2 acres e x a c t l y . 

3 Q. Thank you. 

4 A. Okay. 

5 Q. Thank you. 

6 Now, also i n t h i s a p p l i c a t i o n , does Encana 

7 seek t o - - seek t o create -- combine these pools i n t o 

8 one pool c r e a t i n g a new pool; i s t h a t correct? 

9 A. Correct. Rather than having a mixture of two 

10 separate pools, i t ' s our i n t e n t i o n t o create a new pool, 

11 which w i l l be one combined pool, which would extend t o 

12 the e x t e r i o r boundary of the Pinon Unit area. And i t 

13 would be one pool w i t h a uniform setback of 330 feet up 

14 t o the e x t e r i o r boundary of the u n i t . 

15 Q. Now, was there an omission i n the a p p l i c a t i o n 

16 before the D i v i s i o n w i t h respect t o the d e s c r i p t i o n of 

17 the u n i t area? 

18 A. Yes. When the a p p l i c a t i o n was f i l e d , there was 

19 a typographical e r r o r i n the t y p i n g of the a p p l i c a t i o n . 

20 The south h a l f -- the n o r t h h a l f of Section 28 was 

21 i n a d v e r t e n t l y omitted i n the t y p i n g of the a p p l i c a t i o n , 

22 but the p a r t i e s t h a t were noti c e d when the a p p l i c a t i o n 

2 3 was f i l e d included the p a r t i e s t h a t were surrounding the 

24 n o r t h h a l f of 28. 

2 5 Q. Okay. And so how many p a r t i e s how many 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 p a r t i e s was that? 

2 A. There were only three working i n t e r e s t p a r t i e s 

3 t h a t were surrounding the no r t h h a l f of 28 th a t received 

4 n o t i c e . 

5 Q. Of those three, were any of those p a r t i e s p a r t 

6 of the u n i t i t s e l f ? 

7 A. Two of those three p a r t i e s were also w i t h i n the 

8 u n i t boundary. 

9 Q. So t h e y 1 r e aware of the u n i t formation? 

10 A. That's c o r r e c t . They were also i n the u n i t , as 

11 w e l l as outside the u n i t . 

12 Q. As a consequence of th a t omission, what d i d 

13 Encana do t o reach out t o t a l k t o -- t o no t i c e those 

14 p a r t i e s ? 

15 A. We contacted a l l three of those p a r t i e s , and we 

16 asked them whether or not they had -- we asked f o r a 

17 waiver of the n o t i c e p r o v i s i o n and asked i f they had any 

18 obj e c t i o n t o the a p p l i c a t i o n i t s e l f so t h a t we could 

19 proceed w i t h the hearing today. 

2 0 Q. E x h i b i t 2, Ms. Binion, i s t h a t a copy --

21 contain copies of the waiver request l e t t e r s t h a t were 

22 sent t o each of those three p a r t i e s ? 

23 A. Yes. 

24 Q. And d i d you have any subsequent conversat ions 

2 5 or communications w i t h those p a r t i e s regard ing the 
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1 request f o r waiver? 

2 A. Yes. Dugan Production returned a w r i t t e n 

3 waiver saying t h a t they had no o b j e c t i o n t o the 

4 a p p l i c a t i o n and the requests t h a t were being f i l e d i n 

5 the a p p l i c a t i o n . 

6 F u l l e r t o n sent an e-mail saying -- they 

7 were out of the country and were j u s t r e t u r n i n g today, 

8 and they sent an e-mail back saying they had no 

9 o b j e c t i o n s , and they would sign the waiver and r e t u r n i t 

10 t o us upon t h e i r r e t u r n i n s i d e the country. 

11 And then Cross Timbers said t h a t t o t h e i r 

12 knowledge, they had no o b j e c t i o n t o the a p p l i c a t i o n , but 

13 they not been able t o send the waiver back. They were 

14 sending i t on t o t h e i r management. 

15 Q. So w i t h respect t o each of these three 

16 e n t i t i e s , none of the p a r t i e s r a i s e d any obj ections t o 

17 the c r e a t i o n or formation of the u n i t or proposed 

18 c o n d i t i o n s f o r the u n i t creation? 

19 A. No. 

20 Q. Ms. Binion, moving on to the next e x h i b i t , w i l l 

21 you please i d e n t i f y f o r the Examiners and ex p l a i n what 

22 i s E x h i b i t Number 3 i n the e x h i b i t packet? 

23 A. E x h i b i t 3 i s the Federal Exploratory Unit 

24 undivided format f e d e r a l u n i t - - I'm so r r y - - u n i t 

25 agreement form t h a t complies t o incorporate f e d e r a l , 
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1 s t a t e and a l l o t t e d Indian minerals. 

2 Q. I s t h i s a standard f e d e r a l form f o r a u n i t 

3 agreement? 

4 A. I t ' s - - the base form i s standard. I t ' s been 

5 modified t o incorporate the development of h o r i z o n t a l 

6 d r i l l i n g . 

7 Q. So when you say t h a t , you mean the u n i t 

8 agreement proposes only h o r i z o n t a l development f o r 

9 purposes of the u n i t ? 

10 A. I t ' s l i m i t e d f o r h o r i z o n t a l development, and i t 

11 i s also l i m i t e d t o incorporate j ust one formation or one 

12 i n t e r v a l of the u n i t i z e d area. 

13 Q. We•11 t a l k about t h a t p a r t i c u l a r u n i t i z e d 

14 i n t e r v a l i n a moment. 

15 Turning t o the next e x h i b i t , E x h i b i t Number 

16 4, i s t h i s an attachment t o the u n i t agreement? 

17 A. Yes. This i s E x h i b i t A t o the u n i t agreement. 
18 I t depicts the lands contained w i t h i n the u n i t area on a 

19 t r a c t - b y - t r a c t basis, each t r a c t which describes each 

20 i n d i v i d u a l o i l and gas lease. I t also describes the 

21 s e r i a l number by e i t h e r the BIA or the s t a t e or the 

22 f e d e r a l s e r i a l number. I t describes the number of acres 

23 and the record lessee on the s t a t e , BIA or f e d e r a l 

24 record. 

25 Q. And does t h i s E x h i b i t A c o r r e c t l y r e f l e c t the 
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1 e x t e r i o r boundaries of the u n i t ? 

2 A. I t does. 

3 Q. And i t includes t h a t north h a l f of Section 28 

4 t h a t was otherwise omitted from the OCD ap p l i c a t i o n ? 

5 A. I t does. I t also -- at the bottom of the map, 

6 i t shows the percentage of acres t h a t are combined t h a t 

7 are r e f l e c t i n g the a l l o t t e d acres t o t a l number of 

8 a l l o t t e d mineral acres versus the t o t a l number of st a t e 

9 mineral acres versus the t o t a l number of f e d e r a l mineral 

10 acres. 

11 Q. With respect t o the mineral i n t e r e s t s at issue 

12 here, are those i d e n t i f i e d i n the next e x h i b i t , E x h i b i t 

13 Number 5? 

14 A. E x h i b i t Number 5, yes, i s the E x h i b i t B t o the 

15 u n i t agreement, which, i n correspondence w i t h E x h i b i t A, 

16 also r e f l e c t s on a t r a c t basis the respective o i l and 

17 gas leases t h a t are r e f l e c t e d on E x h i b i t A. And i t 

18 f u r t h e r r e f l e c t s the ownership of the working i n t e r e s t s , 

19 the basic r o y a l t y , the o v e r r i d i n g r o y a l t y and the 

20 working i n t e r e s t s on each t r a c t . 

21 Q. And, Ms. Binion, does Encana expect t o have 100 

22 percent commitment t o t h i s u n i t ? 

23 A. We expect t o have each lease, each t r a c t 100 

24 percent committed t o t h i s u n i t , yes. 

25 Q. And at t h i s p o i n t i n time, are there any 
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1 uncommitted i n t e r e s t s ? 

2 A. We have not had anyone i n d i c a t e t h a t they would 

3 not commit t h e i r i n t e r e s t t o the u n i t . That's r i g h t . 

4 Q. Now, speaking about - - e a r l i e r you t e s t i f i e d 

5 regarding the u n i t -- the l i m i t a t i o n s of t h i s u n i t t o a 

6 s p e c i f i c i n t e r v a l -- geologic i n t e r v a l . I s th a t 

7 i d e n t i f i e d i n the next e x h i b i t , Number 7 -- rath e r , 

8 Number 6. Forgive me. 

9 A. Yes. E x h i b i t Number 6 i s E x h i b i t C to the u n i t 

10 agreement, which i s a type l o g t h a t was provided by our 

11 g e o l o g i s t t h a t d epicts the i n t e r v a l on t h i s type log, 

12 which i s considered the u n i t i z e d -- r e f l e c t s the 

13 u n i t i z e d substances t o be committed t o t h i s u n i t . I t 

14 r e f l e c t s the u n i t i z e d i n t e r v a l . 

15 Q. And your g e o l o g i s t who w i l l be t e s t i f y i n g 

16 subsequently w i l l give f u r t h e r testimony on t h i s type 

17 log? 

18 A. That's r i g h t . 

19 Q. Now, w i t h respect t o the proposed u n i t 

2 0 agreement, has Encana had discussions w i t h the State 

21 Land O f f i c e and the BLM regarding approval of t h i s u n i t 

22 agreement? 

23 A. Yes. 

24 Q. And have the BLM and the State Land O f f i c e both 

25 i n d i c a t e d t h e i r p r e l i m i n a r y approval f o r t h i s u n i t ? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 A. We have received p r e l i m i n a r y approval from both 

2 the State Land O f f i c e and the BLM. 

3 Q. Are those i d e n t i f i e d i n E x h i b i t Number 7? 

4 A. Yes. 

5 Q. And the f i r s t being the p r e l i m i n a r y l e t t e r --

6 p r e l i m i n a r y approval l e t t e r from the State Land Office? 

7 A. May 20th i s the date of the l e t t e r from the 

8 s t a t e - - or Commissioner of Public Lands, which 

9 i n d i c a t e s t h e i r p r e l i m i n a r y approval t o the Pinon Unit. 

10 Q. And f o l l o w i n g t h a t l e t t e r i n the same e x h i b i t 

11 i s a l e t t e r from the BLM i n d i c a t i n g the same; i s th a t 

12 correct? 

13 A. Correct, a l e t t e r dated A p r i l 21st from the BLM 

14 i n d i c a t i n g t h e i r approval t o the formation of the Pinon 

15 U n i t . 

16 Q. You i n d i c a t e d p r e v i o u s l y t h a t t h i s u n i t 

17 includes a l l o t t e d Indian lands; i s t h a t correct? 

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

19 Q. So d i d you also have conversations w i t h the 

20 Federal Indian Minerals O f f i c e as well? 

21 A. We d i d . The former d i r e c t o r of the Federal 

22 Indian Minerals O f f i c e attended the meetings t h a t we had 

2 3 w i t h the Bureau of Land Management, where we presented 

24 the area and depth m a t e r i a l s i n the i n i t i a l formation of 

25 the Pinon U n i t , and they were i n favor of formation of 
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1 the u n i t . And at the time, the a l l o t t e d minerals were 

2 then unleased, and they were i n favor of lea s i n g the 

3 minerals and committing them to the u n i t . Oh, I'm 

4 sor r y . I r e t r a c t t h a t statement. That was our other 

5 u n i t . That i s f o r the next u n i t , the Nageezi Unit. 

6 These are a l l - - these are a l l leased 

7 minerals. They were the former d i r e c t o r was i n 

8 attendance at t h i s area and depth meeting, and they were 

9 i n favor of the formation. Those minerals are leased 

10 under e x i s t i n g producing a l l o t t e d leases, but they were 

11 i n favor of committing those leases t o the u n i t . 

12 Q. Thank you, Ms. Binion. 

13 Now, w i t h respect t o the BLM's approval, 

14 d i d you also discuss w i t h them a proposal t o create a 

15 s i n g l e p a r t i c i p a t i n g area w i t h i n t h i s u n i t ? 

16 A. Yes. The undivided f e d e r a l lease form creates 

17 a s i n g l e p a r t i c i p a t i n g area, and t h a t creates undivided 

18 sharing of the r o y a l t y i n t e r e s t - - the o v e r r i d i n g 

19 r o y a l t y i n t e r e s t and the working i n t e r e s t throughout the 

20 area producing u n i t area. 

21 Q. What i s the e f f e c t of c r e a t i n g a s i n g l e 

22 p a r t i c i p a t i n g area w i t h i n the u n i t w i t h respect t o the 

23 D i v i s i o n r u l e s regarding p r o j e c t areas? 

24 A. Under the D i v i s i o n r u l e s , under - - by c r e a t i o n 

25 of one undivided p a r t i c i p a t i n g area, the u n i t area 

— — , , „ •„,,• .— — — i l 
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1 becomes one s i n g l e p r o j e c t area under t he D i v i s i o n 

2 H o r i z o n t a l W e l l Rules. 

3 Q. And what i s t h e b e n e f i t o f t h a t c o n d i t i o n ? 

4 A. W e l l , t h e b e n e f i t of t h a t c o n d i t i o n i s a l l o f 

5 t h e p a r t i e s w i t h i n t h e p a r t i c i p a t i n g area and now the 

6 new p r o j e c t area, a l l p a r t i e s p a r t i c i p a t e i n f o r m a l l y 

7 [ s i c ] i n a l l o p e r a t i o n s w i t h i n t h e u n i t area. There i s 

8 no u n d i v i d e d - - t h e r e i s no d i v i d e d s h a r i n g . There i s 

9 no - - t h e r e i s no u n d i v i d e d , d i s p r o p o r t i o n a t e s h a r i n g 

10 across t h e u n i t . 

11 Q. I und e r s t a n d . 

12 And w i t h r e s p e c t t o t h e o p e r a t i o n s s i d e , 

13 what i s t h e -- Encana h a v i n g f l e x i b i l i t y w i t h t h e i r 

14 o p e r a t i o n s h a v i n g j u s t a s i n g l e p r o j e c t area? 

15 A. They're e a s i e r t o l o c a t e t h e l a t e r a l s i n a 

16 more -- t h e r e i s more f l e x i b i l i t y i n l o c a t i n g l a t e r a l s 

17 because y o u 1 r e a b l e t o p u t them e i t h e r n o r t h - s o u t h , 

18 east-west, west-east o r t r a n s v e r s e w i t h o u t w o r r y i n g 

19 about whether o r not t h e p r o j e c t areas are r e c t a n g u l a r 

2 0 i n shape, and t h e y conform t o 80-acre stand-up, 

21 lay-down, 160, 320 o r any c o m b i n a t i o n o f t h e above 

2 2 because t h e y are a d h e r i n g t o sep a r a t e p o o l r u l e s i f t h e 

23 l a t e r a l p e n e t r a t e s more t h a n one p o o l . 

24 Q. So t h a t ' s a l s o a b e n e f i t o f c o n s o l i d a t i n g these 

2 5 p o o l s i n t o one p o o l j u s t f o r t h e h o r i z o n t a l development; 
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1 i s t h a t correct? 

2 A. Correct. 

3 Q. That gives you the f l e x i b i l i t y t o operate the 

4 u n i t i n a way t h a t i s most e f f e c t i v e and e f f i c i e n t t o 

5 produce the u n i t ? 

6 A. Correct. 

7 Q. Now, speaking about the background and the 

8 discussions t h a t Encana had w i t h the State Land O f f i c e 

9 and w i t h the O i l Conservation D i v i s i o n , d i d e i t h e r the 

10 State Land O f f i c e or the D i v i s i o n have concerns about 

11 how t h i s u n i t would have been operated under separate 

12 pools? 

13 A. There was also a concern - - under the ONGARD 

14 System, i t was - - there was a concern t h a t the ONGARD 

15 System was unable t o handle the management of the 

16 production r e p o r t i n g when there was going to be m u l t i p l e 

17 pools being reported under m u l t i p l e w e l l s being d r i l l e d 

18 w i t h i n the u n i t area on an undivided ownership basis 

19 where the ac t u a l p e n e t r a t i o n of the w e l l would not 

20 n e c e s s a r i l y have penetrated each of those m u l t i p l e 

21 pools. And t h a t was a concern of the D i v i s i o n , where 

22 the possible r e s o l u t i o n of t h a t would have been, again, 

23 to form one simple u n i f i e d pool across the u n i t area. 

24 For r e p o r t i n g purposes, i t would have also resolved t h a t 

25 concern. 
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1 Q. So Encana met p r e v i o u s l y w i t h the D i v i s i o n and 

2 w i t h the State Land O f f i c e , and those concerns were 

3 brought t o Encana's a t t e n t i o n ? 

4 A. Right. 

5 Q. And what was the proposed r e s o l u t i o n f o r 

6 addressing t h a t concern? 

7 A. Was the formation of a si n g l e pool across the 

8 u n i t area. 

9 Q. That would resolve a l l the r e p o r t i n g problems 

10 f o r purposes of the State Land O f f i c e and the Division? 

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

12 Q. And j u s t f o r c l a r i f i c a t i o n f o r the record, you 

13 mentioned ONGARD. What i s that? 

14 A. ONGARD i s the D i v i s i o n ' s r e p o r t i n g system. 

15 Q. For production? 

16 A. For production, c o r r e c t . 

17 Q. Now, w i t h respect t o Encana 1s proposal t o 

18 create a new pool, a s i n g l e pool, combine these pools 

19 i n t o one, d i d the company i d e n t i f y and provide n o t i c e t o 

2 0 the operators and the lessees i n the surrounding acreage 

21 around the proposed u n i t ? 

2 2 A. Correct. We i d e n t i f i e d the operators of a l l 

23 Gallup-Mancos w e l l s w i t h i n the e x t e r i o r boundary of the 

24 e n t i r e u n i t area. And where there were no e x i s t i n g 

25 Gallup-Mancos w e l l s , we i d e n t i f i e d the lessees of the 
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1 Gallup-Mancos o p e r a t i n g r i g h t s . And where t he lessee 

2 was Encana, as t h e A p p l i c a n t , we i d e n t i f i e d t h e m i n e r a l 

3 owners, and we n o t i c e d a l l those p a r t i e s . 

4 Q. Now, E x h i b i t A, i s t h a t a copy o f an a f f i d a v i t 

5 from my law f i r m i n d i c a t i n g t h a t we p r o v i d e d n o t i c e t o 

6 t h e a f f e c t e d p a r t i e s t h a t you've i d e n t i f i e d ? 

7 A. Yes. 

8 Q. And does t h a t e x h i b i t a l s o c o n t a i n a copy - - a 

9 sample copy o f the l e t t e r s t h a t were sent o ut t o those 

10 e n t i t i e s ? 

11 A. Yes. 

12 Q. As w e l i a s t h e green c a r d r e c e i p t s i n d i c a t i n g 

13 t h a t t hese n o t i c e l e t t e r s were sent o ut by c e r t i f i e d 

14 r e t u r n r e c e i p t ? 

15 A. Yes. 

16 Q. Now, Ms. B i n i o n , I ' d l i k e you t o j u s t f l i p back 

17 t o E x h i b i t Number 1 f o r purposes o f j u s t d i s c u s s i n g a 

18 l i t t l e b i t f u r t h e r t h e n o t i c e i s s u e . You i n d i c a t e d t h a t 

19 o p e r a t o r s s u r r o u n d i n g t h e u n i t were p r o v i d e d n o t i c e i n 

20 t h i s case; i s t h a t r i g h t ? 

21 A. Yes. 

22 Q. And d i d you d i s t i n g u i s h between o p e r a t o r s who 

23 were w i t h i n a p o o l t h a t a l r e a d y had 3 3 0 - f o o t setbacks? 

24 A. We d i d n o t d i s t i n g u i s h . We n o t i c e d a l l p a r t i e s 

2 5 s u r r o u n d i n g t h e e n t i r e u n i t boundary, whether they were 

PAUL BACA PROFESSIONAL COURT REPORTERS 
5d77e5a1 -8285-4dc9-a71 f-15eeefda1 cee 



Page 22 

1 w i t h i n a pool t h a t already had a 33 0 - f o o t setback or 

2 w i t h i n a pool t h a t had a 66 0 - f o o t setback. We noti c e d 

3 a l l p a r t i e s . 

4 Q. And was i t necessary f o r you, under the 

5 D i v i s i o n r u l e s , t o not i c e a l l p a r t i e s , even those who 

6 are already subject t o the 330-foot setback? 

7 A. I t ' s my understanding we were only required t o 

8 n o t i c e p a r t i e s t h a t would have been encroached under a 

9 66 0 - f o o t setback because we were not encroaching against 

10 p a r t i e s t h a t would have already been under a 330-foot 

11 setback, because we were asking f o r the same setback 

12 t h a t we were already under. But we no t i c e d them anyway. 

13 Q. And t h a t would have included Mr. Gallegos' 

14 p a r t i e s , though? 

15 A. Under the South B i s t i Gallup pool, c o r r e c t --

16 I'm sorry the B i s t i North Gallup pool. 

17 Q. And t h a t i s Pro NM -- Pro New Mexico Energy; i s 

18 t h a t correct? 

19 A. Correct. 

20 Q. So they received n o t i c e even though they're i n 

21 a 330-foot setback pool? 

22 A. Correct. 

2 3 Q. A l so , Ms. B i n i o n , d i d Encana a lso p u b l i s h 

24 n o t i c e i n the newspaper p r o v i d i n g n o t i c e o f i t s 

25 i n t e n t i o n t o create a new poo l - -
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Correct. 

2 Q- - - i n t h i s proposed u n i t ? 

3 A. Yes . 

4 Q. Is t h a t i d e n t i f i e d at E x h i b i t Number 9? 

5 A. Correct. 

6 Q • And does E x h i b i t Number 9 contain an A f f i d a v i t 

7 of P u b l i c a t i o n from the D a i l y Times? 

8 A. Yes. And i t ' s l i s t e d as Ad Number 70266. 

9 Q • Ms. Binion, were E x h i b i t s 1 through 9 e i t h e r 

10 prepared by you or under your supervision? 

11 A. Yes . 

12 MR. RANKIN: Mr. Examiner, I'd move t o 

13 admit E x h i b i t s 1 through 9 f o r the record. 

14 EXAMINER DAWSON: Any objection? 

15 MR. GALLEGOS: No o b j e c t i o n . 

16 EXAMINER DAWSON: So admitted. 

17 (Encana O i l & Gas, Inc. E x h i b i t Numbers 1 

18 through 9 were o f f e r e d and admitted i n t o 

19 evidence.) 

20 MR. RANKIN: Mr. Examiner, I pass the 

21 witness. 

22 EXAMINER DAWSON: Mr. Gallegos, do you have 

23 any questions? 

24 MR. GALLEGOS: I do. Thank you, 

25 Mr. Examiner. 
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1 CRO S S-EXAMINATION 

2 BY MR. GALLEGOS: 

3 Q. Ms. B i n i o n , r e g a r d i n g t he Mancos p o o l , are you 

4 aware o f when t h e p o o l r u l e s were e s t a b l i s h e d ? 

5 A . I c a n 1 1 r e c a l l t h e exact date o f t h e o r d e r , but 

6 yes, I have read t h e o r d e r , so I can vagu e l y -- yes, I 

7 am f a m i l i a r . 

8 Q. F a i r l y r e c e n t , would you say? 

9 A. Yes. 

10 Q. And f o r t h a t p o o l , t h e r u l e s p r o v i d e f o r a 

11 66 0 - f o o t setback, c o r r e c t ? 

12 A. Yes, s i r . 

13 Q. And i s Encana d e v e l o p i n g - - o p e r a t i n g w e l l s 

14 under those p o o l r u l e s a t o t h e r l o c a t i o n s t h a n t he 

15 s u b j e c t l a n d here? 

16 A. Yes. 

17 Q. I n f a c t , a number o f w e l l s i n weste r n Sandoval 

18 County under those p o o l r u l e s are b e i n g developed by 

19 Encana; i s t h a t t r u e ? 

20 A. Yes. 

21 Q. Now, l e t ' s t u r n t o t h e Lower B i s t i G a l l u p p o o l 

22 r u l e s . Are you aware f r o m t h e i n c e p t i o n o f t h a t p o o l i n 

23 1958, u n t i l 1976, t h e s e t b a c k r e q u i r e m e n t was 660 f e e t ? 

24 A. I c a n ' t t e l l you the h i s t o r y o f t h a t p o o l , no . 

25 I w a s n ' t he re i n ' 5 8 . 
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1 Q. Let me represent t o you and ask the Examiner to 

2 take a d m i n i s t r a t i v e n o t i c e t h a t i n 1976, Order R-1069-G 

3 changed the spacing i n the Lower B i s t i Gallup pool t o 

4 40-acre spacing, and at t h a t time, changed the setback 

5 t o 330 acres -- 330 f e e t . Were you aware of that? 

6 A. No, s i r . I was not aware of t h a t . 

7 Q. You would agree t h a t once the Commission had 

8 allowed 400-acre spacing, a 660-feet setback would be 

9 unworkable? 

10 A. That's l o g i c a l . 

11 Q. And so the 330-feet setback t h a t ' s come 

12 about i s a r e s u l t of t h a t spacing, as f a r as your 

13 i n v e s t i g a t i o n has i n d i c a t e d ; i s t h a t not true? 

14 A. That sounds l o g i c a l , Mr. Gallegos. But can I 

15 also make a statement t h a t t h a t ' s v e r t i c a l wells? 

16 Q. Understood. 

17 A. Okay. 

18 Q. Exactly. 

19 And as I understand i t , your 

2 0 recommendation, b a s i c a l l y , i s t h a t Encana would l i k e 

21 u n i f o r m i t y as t o the setback requirements? I s t h a t the 

22 p o s i t i o n ? 

23 A. Encana can also make a statement t h a t t h a t ' s 

24 o i l w e l l s . 

25 Q. I'm sorry? 
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1 A. That's o i l w e l l s , r i g h t ? You're t a l k i n g about 

2 u n i f o r m i t y , but we're t a l k i n g about o i l w e l l s , before I 

3 answer the question. 

4 Q. Yes. We're t a l k i n g about the w e l l s t h a t Encana 

5 proposes t o develop here. 

6 A. But I am also asking you to c l a r i f y your 

7 question. You 1 re asking me to answer a question. I'm 

8 asking you t o c l a r i f y the question. Encana's testimony 

9 here i s a l l r e l a t e d t o o i l w e l l s . 

10 Q. Yes, ma'am. 

11 A. So 1 111 c l a r i f y the answer. Yes, Encana i s 

12 asking f o r u n i f o r m i t y i n i t s a p p l i c a t i o n , and i t ' s 

13 asking f o r u n i f o r m i t y i n the setback r u l e s f o r o i l 

14 w e l l s , yes. 

15 Q . I t h i n k we're communicating. 

16 A. That's c o r r e c t . Okay. I j u s t wanted t o 
17 c l a r i f y t h a t . 

18 Q. I t h i n k we're d e f i n i t e l y communicating. 

19 A. Okay. 

20 Q. And you took note of the f a c t t h a t as f a r as 

21 ONGARD i s concerned, r e p o r t i n g would be s i m p l i f i e d i f 

22 there i s u n i f o r m i t y as t o the p a r t i c u l a r pool that 

23 Encana seeks t o develop, correct? 

24 A. . Correct. 

25 Q. And o therwise , Encana would l i k e f o r there t o 
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1 be u n i f o r m i t y as t o the setback requirement f o r other 

2 reasons? Just f o r p r a c t i c a l operating reasons? 

3 A. Not p r a c t i c a l operating reasons. For being 

4 able t o locate w e l l s , being able t o f o l l o w the r u l e s , t o 

5 have a s i n g l e set of r u l e s and t o be able t o locate 

6 we l l s i n t h a t s i n g l e set of r u l e s , r a t h e r than having t o 

7 be - - you know, having t o f o l l o w r u l e s t h a t don't mesh 

8 w i t h each other t o be able t o locate w e l l s . I t ' s almost 

9 impossible - - v i r t u a l l y impossible t o locate w e l l s . 

10 Q. Understood. 

11 And i f the setback requirement was 6 6 0 f o r 

12 t h i s e n t i r e pool, you would have u n i f o r m i t y ? I n other 

13 words, i t can be -- 660 can be uniform as e a s i l y as i t 

14 can be 330 and achieve u n i f o r m i t y ? 

15 A. U n i f o r m i t y i s n ' t the only reason. There i s 

16 also - - you lose reserves i f you don't have -- w e l l , I'm 

17 not going t o t a l k about reserves because I'm not 

18 q u a l i f i e d . 

19 Q. I was not going t o ask you about communication 

20 or those k i n d of th i n g s . I f i g u r e d t h a t ' s not your end. 

21 That's somebody else. 

22 But from the land standpoint, you would 

23 achieve the u n i f o r m i t y i f you have a 660-foot setback or 

24 a 330 setback? 

25 A. U n i f o r m i t y , t h a t ' s c o r r e c t . 
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1 Q. Thank you. 

2 MR. GALLEGOS: That's a l l my questions. 

3 CROSS-EXAMINATION 

4 BY EXAMINER DAWSON: 

5 Q. Ms. Binion, on your e x h i b i t s , you were t a l k i n g 

6 about, on E x h i b i t Number 1, the Basin-Mancos gas pool. 

7 I don't see i t on t h i s e x h i b i t . 

8 A. I apologize f o r t h a t not being i d e n t i f i e d w i t h 

9 a tag, but the yellow -- anything yellow i s the 

10 Basin-Mancos gas pool. I apologize f o r t h a t . I t wasn't 

11 flagged t h a t way. 

12 Q. A l l r i g h t . Thanks. 

13 A. Everything not i d e n t i f i e d as an o i l pool was a 

14 gas pool. 

15 Q. On the a l l o t t e d lands --

16 A. Yes, s i r . 

17 Q. - - were you able t o get signatures from the 

18 a l l o t t e e s from those lands? 

19 A. Yes, s i r . 

20 Q. That's a l l the questions I have of you. Thank 

21 you. 

22 (Consultation between Examiner Dawson and 

23 Examiner Wade.) 

24 Q. (BY EXAMINER DAWSON) Okay. The question i s on 

25 the n o t i c e - - i s the not i c e r e f l e c t i v e of the co r r e c t 
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1 land d e s c r i p t i o n --

2 MR. WADE: That would be the p u b l i c lands? 

3 Q. (BY EXAMINER DAWSON) -- the proposed u n i t area? 

4 I t looks l i k e the n o t i c e has the 8,005 acres, more or 

5 less, the f e d e r a l lands, on the n o t i c e , and when we look 

6 at the proposed -- the adjusted a p p l i c a t i o n of the 

7 proposed area i s 7,900, I be l i e v e . I have t o look back 

8 at t h a t e x h i b i t . 

9 MR. RANKIN: Mr. Examiner, the n o t i c e as 

10 provided included the a p p l i c a t i o n , which would have 

11 included t h a t omission on the n o r t h h a l f of Section 28. 

12 However, because t h i s i s a u n i t formation formation 

13 of a u n i t , under normal D i v i s i o n r u l e s , n o t i c e i s n 1 t 

14 r e q u i r e d f o r a vo l u n t a r y u n i t , because a l l the 

15 i n d i v i d u a l s p a r t i c i p a t i n g i n the u n i t would be -- would 

16 have been contacted anyway f o r v o l u n t a r y commitment t o 

17 the u n i t . 

18 So the only reason t h a t n o t i c e i s provided 

19 i s f o r the o f f s e t t i n g i n t e r e s t owners f o r the 33 0 - fo o t 

20 setbacks. For t h a t reason, we proceeded t o seek waivers 

21 and provided n o t i c e t o the i n d i v i d u a l s a f f e c t e d and not 

22 received proper n o t i c e f o r those 330-setback changes. 

23 THE WITNESS: The a p p l i c a t i o n described the 

24 c o r r e c t number of acres. I t j u s t - - the a c t u a l w r i t t e n 

25 d e s c r i p t i o n t h a t was l i s t e d i n the a p p l i c a t i o n , i t j u s t 
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1 d i d not say the no r t h h a l f of Section 28. That 

2 p a r t i c u l a r p a r t of the d e s c r i p t i o n was l e f t o f f . But i t 

3 described the words "8,005 . 44 acres. 

4 EXAMINER WADE: And, again, t h i s i s f o r the 

5 b e n e f i t of the o f f s e t mineral i n t e r e s t owners? 

6 THE WITNESS: Correct. And we n o t i f i e d 

7 those p a r t i e s t h a t we had made t h a t omission. They were 

8 noticed of the a p p l i c a t i o n . And two of those three 

9 p a r t i e s were already i n the u n i t and had received the 

10 u n i t m a t e r i a l s . So they knew they were i n the u n i t . 

11 They were outside of the u n i t . 

12 Q. (BY EXAMINER DAWSON) So your adjusted acreage 

13 c a l c u l a t i o n included a l l acres since i t was less than 

14 the a c t u a l a p p l i c a t i o n ? 

15 A. The acres were never adjusted. The acreage has 

16 never been changed. The acres were always c o r r e c t . 

17 I t ' s j u s t we d i d n ' t -- we l e f t o f f t h a t l a s t 

18 d e s c r i p t i o n . I t was a typo when we described the lands. 

19 I f we would have attached a map, i t would have been 

20 c o r r e c t . The map wasn't attached. I t was j u s t a typo 

21 i n the w r i t t e n a p p l i c a t i o n , but the acres were always 

22 c o r r e c t i n every p u b l i c a t i o n . 

23 Q. Are there any we l l s c u r r e n t l y producing w i t h i n 

24 the u n i t boundary i n the Basin-Mancos pool? 

25 A. Yes. There i s the Good Times L10. And t h a t ' s 
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1 a h o r i z o n t a l w e l l t h a t we d r i l l e d b e f o r e t h e u n i t was 

2 proposed, and t h a t w e l l i s g o i n g t o be exc l u d e d from t h e 

3 u n i t . 

4 Q. Okay. 

5 A. And t h a t ' s w r i t t e n i n the u n i t agreement. The 

6 u n i t agreement exclu d e s t h e w e l l from u n i t 

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

8 Q. D i d you p r o v i d e t h e o f f s e t t i n g m i n e r a l owners 

9 the same 33 0 - f o o t setback? Was t h a t -- I b e l i e v e you 

10 answered t h a t q u e s t i o n . I j u s t wanted t o v e r i f y t h a t . 

11 MR. RANKIN: That's c o r r e c t . Yeah, i n 

12 terms o f t h e a p p l i c a t i o n , i n c l u d e t h a t p r o v i s i o n o f the 

13 r u l e s , and t h e y were n o t i f i e d o f t h a t proposed change. 

14 EXAMINER DAWSON: I have no f u r t h e r 

15 q u e s t i o n s . Thank you. 

16 MR. RANKIN: Thank you, Ms. B i n i o n . 

17 I ' d l i k e t o c a l l my second w i t n e s s . 

18 Mr. Examiner, my second w i t n e s s today i s Ms. J e n n i f e r W. 

19 Graf. 

20 

21 JENNIFER W. GRAF, 

22 a f t e r h a v i n g been p r e v i o u s l y sworn under o a t h , was 

23 q u e s t i o n e d and t e s t i f i e d as f o l l o w s : 

24 

25 
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DIRECT EXAMINATION 

2 BY MR. RANKIN: 

3 Q. Ms. Graf, you've already been sworn i n , 

4 correct? 

5 A. Yes . 

6 Q- And would you mind, please, s t a t i n g your f u l l 

7 name f o r the record? 

8 A. Je n n i f e r Shundy [phone t i c ; s i c ] Graf. 

9 Q. Would you please s p e l l your l a s t name? 

10 A. G-R-A-F, as i n Frank. 

11 Q • Thank you. 

12 And by whom are you employed? 

13 A. Encana O i l & Gas. 

14 Q - And what i s your p o s i t i o n w i t h Encana? 

15 A. I'm a g e o l o g i s t i n the San Juan Basin group. 

16 Q- And have you p r e v i o u s l y t e s t i f i e d before the 

17 Division? 

18 A. No, I have not. 

19 Q- Would you mind recounting f o r the Examiners 

20 your background - - educational background? 

21 A. I received my bachelor's of science degree i n 

22 geology from West V i r g i n i a U n i v e r s i t y , and I have a 

23 master's degree i n science, i n geology, from the 

24 U n i v e r s i t y of Wisconsin. 

25 Q - And would you please review f o r the Examiners 
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1 your background i n petroleum geology? 

2 A. Sure. I have p r e v i o u s l y been employed at 

3 Anadarko Petroleum Corporation, where I worked deep 

4 water Gulf of Mexico, and f o r the l a s t five-and-a-half 

5 years, I've worked at Encana, working on the New 

6 Ventures Group, as w e l l as the Piceance [phonetic] 

7 Development Group before j o i n i n g the San Juan 

8 Development Team. 

9 Q. And 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 

10 t h a t 1 s f i l e d i n t h i s case? 

11 A. I am. 

12 Q. Have you conducted a study of the geology of 

13 area and the lands t h a t are the subject of t h i s 

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

15 A. I have. 

16 MR. RANKIN: Mr. Examiner, I would tender 

17 Ms. Graf as an expert i n petroleum geology. 

18 MR. GALLEGOS: We have no o b j e c t i o n . 

19 EXAMINER DAWSON: She i s so accepted. 

20 Q. (BY MR. RANKIN) Ms. Graf, are you f a m i l i a r w i t h 

21 the proposed geologic i n t e r v a l t h a t would be included i n 

22 t h i s proposed u n i t ? 

23 A. I am. 

24 Q. And t h a t i s i d e n t i f i e d i n an e x h i b i t , E x h i b i t 

25 Number 10, correct? 
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1 A. I t i s . 

2 Q. Would you please review f o r the Examiners 

3 E x h i b i t Number 10? 

4 A. Sure. E x h i b i t Number 10 i s the type l og f o r 

5 the proposed u n i t . This i s the Rodeo Rosie #1 w e l l . 

6 I t ' s located i n the southeastern p o r t i o n of our proposed 

7 u n i t area. This l og t h a t we're loo k i n g at here has a 

8 gamma ray log i n the l e f t m o s t t r a c t , followed by a 

9 r e s i s t i v i t y l o g and a p o r o s i t y l og i n the t h i r d t r a c t t o 

10 the f a r r i g h t . 

11 On t h i s l o g , I have i d e n t i f i e d the maj or 

12 horizons, and I've also bracketed the u n i t i z e d i n t e r v a l , 

13 which goes from 10 0 f e e t below the base of the Mesaverde 

14 t o the base of the Greenhorn limestone, which i s also 

15 i d e n t i f i e d as the top of the Graneros Shale. 

16 And I would j u s t l i k e t o c l a r i f y , from the 

17 image on E x h i b i t Number 10, t h a t the lower-most bracket 

18 should be r i g h t at the top of the Graneros Shale. I t ' s 

19 j u s t a g r a p h i c a l misrepresentation t h a t the bracket goes 

20 s l i g h t l y f u r t h e r deeper i n the se c t i o n . 

21 The u n i t i z e d i n t e r v a l i s 10 0 f e e t below the 

2 2 base of the Mesaverde t o the base of the Greenhorn 

23 limestone. I n t h i s Rodeo Rosie #1 log, t h i s i s about 

24 1,800 fe e t of t o t a l s e c t i o n t h a t we're proposing f o r 

25 u n i t i z a t i o n . I n t h i s , we have the Gallup Formation, 

PAUL BACA PROFESSIONAL COURT REPORTERS 
5d77e5a1 -8285-4dc9-a71 f-15eeefda1 cee 



Page 35 

1 which i s about 300 f e e t of sand bodies interbedded by 

2 shale. We also have the Juana Lopez, the C a r l i l e and 

3 the Greenhorn. 

4 Q. And j u s t t o be t o t a l l y c l e a r , the bracket on 

5 the l e f t - h a n d side of t h i s type l o g , as you in d i c a t e d , 

6 was meant t o a c t u a l l y connect up w i t h the l i n e 

7 designated w i t h the Graneros Shale at the base of the 

8 Greenhorn? 

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

10 Q. Now, Ms. Graf, you also prepared some 

11 a d d i t i o n a l e x h i b i t s on your study of the geology i n the 

12 area, correct? 

13 A. We d i d . 

14 Q. So i f you 111 j u s t proceed, and i f I have any 

15 questions, I'11 i n t e r j e c t . 

16 A. E x h i b i t Number 11 i s a s t r u c t u r e contour map at 

17 the top of the Mancos Shale. So we have here contour - -

18 at a contour i n t e r v a l of 2 0 f e e t . We also have, f o r 

19 reference, the o u t l i n e of the proposed u n i t i n black. 

2 0 Also depicted on t h i s map are two cross sections, a 

21 north-south cross-section l i n e , A t o A prime represented 

22 i n red, and a west-to-east cross s e c t i o n represented by 

23 the blue l i n e , B t o B prime. There i s also a green s t a r 

24 l o c a t i n g the type l og th a t was j u s t discussed, the Rodeo 

25 Rosie #1 w e l l . 
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1 So t o discuss the s t r u c t u r e contour of the 

2 Mancos Shale, you can see t h a t the beds are dipping 

3 g e n t l y t o the northeast at a gradient of about one 

4 degree. We're having about 320 t o 370 f e e t of 

5 s t r u c t u r a l r e l i e f from the southwest p o r t i o n of our 

6 proposed u n i t i n t e r v a l t o the northeast p o r t i o n of the 

7 u n i t . 

8 Moving along t o the f o l l o w i n g e x h i b i t , 

9 E x h i b i t Number 12, we have very much the same t h i n g , but 

10 t h i s i s the top of the Gallup i n t e r v a l . This i s a 

11 s t r u c t u r e contour map showing the top of the Gallup at a 

12 contour i n t e r v a l of, again, 20 f e e t . You can see, 

13 again, t h a t the s t r u c t u r e i s dipping t o the northeast at 

14 about a one-degree d i p . 

15 So between these two e x h i b i t s , E x h i b i t 

16 Number 11 and E x h i b i t Number 12, there i s no i n d i c a t i o n 

17 t h a t there are any maj or f a u l t s or s t r u c t u r a l 

18 impediments t o the development of t h i s u n i t . 

19 Moving on t o E x h i b i t 13, t h i s i s the 

20 north-to-south cross-section l i n e , A t o A prime, which 

21 i s represented by the red l i n e . The northernmost w e l l 

22 i s a c t u a l l y outside of the u n i t boundary. The second 

23 and t h i r d w e l l s are w i t h i n the u n i t boundary, and the 

24 southernmost w e l l , the Gold Medal #1 w e l l , i s outside, 

2 5 again, the u n i t boundary. 
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1 We have the same log curves depicted as the 

2 type log. We have a gamma ray lo g , a r e s i s t i v i t y log 

3 and p o r o s i t y l o g represented f o r each of these w e l l s . 

4 Again, the u n i t i z e d i n t e r v a l i s bracketed. 

5 You can see from where the tops have been 

6 placed on each of these wells t h a t there are no maj or 

7 t h i c k e n i n g or t h i n n i n g episodes. This i s r e l a t i v e l y 

8 continuous i n thickness from the n o r t h t o the south. 

9 You can also -- i n the Gallup Formation, the sand bodies 

10 t h a t we discussed i n the Rodeo Rosie #1 w e l l are present 

11 from the no r t h , w i t h i n the u n i t boundary, as w e l l as to 

12 the south. 

13 Moving t o the f o l l o w i n g e x h i b i t , E x h i b i t 

14 Number 14, t h i s i s the B to B prime cross s e c t i o n going 

15 from west t o east. I t ' s set up e x a c t l y as the previous 

16 cross s e c t i o n . Again, you can see t h a t there are no 

17 major t h i n n i n g or th i c k e n i n g episodes among our horizons 

18 outside the u n i t or w i t h i n the u n i t , so s t r a t i g r a p h y i s 

19 unchanging through t h a t . We also see the same sand 

2 0 bodies w i t h i n the Gallup present outside of the u n i t , 

21 i n s i d e of the u n i t and, again, outside of the u n i t . 

22 Q. Now, based on your studies, Ms. Graf, j u s t t o 

2 3 be cle a r , have you i d e n t i f i e d any f a u l t s or pinch-outs 

24 t h a t would prevent an impediment t o the e f f i c i e n t and 

25 e f f e c t i v e development of t h i s area as a u n i t ? 
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1 A . I have not. 

2 Q. I n your o p i n i o n , w i l l the formation of t h i s 

3 u n i t provide the most e f f i c i e n t and e f f e c t i v e 

4 development of the reserves i n t h i s area? 

5 A. I t w i l l . 

6 Q. And i n your o p i n i o n , w i l l the approval of the 

7 a p p l i c a t i o n be i n the best i n t e r e s t of conservation, the 

8 prevention of waste and the p r o t e c t i o n of c o r r e l a t i v e 

9 r i g h t s ? 

10 A. I t w i l l . 

11 Q. Were E x h i b i t s -- l e t me get the r i g h t numbers. 

12 Were E x h i b i t s 10 through 14 prepared by you or under 

13 your d i r e c t i o n or supervision? 

14 A. They were. 

15 MR. RANKIN: Mr. Examiner, I would move t o 

16 admit E x h i b i t s 10 through 14 f o r the record. 

17 MR. GALLEGOS: No o b j e c t i o n . 

18 EXAMINER DAWSON: They are so admitted. 

19 (Encana O i l Sc Gas, Inc. E x h i b i t Numbers 10 

2 0 through 14 were o f f e r e d and admitted i n t o 

21 evidence.) 

22 MR. RANKIN: I have no f u r t h e r ques t ions . 

23 Pass the wi tness . 

24 EXAMINER DAWSON: Mr. Gallegos? 

25 
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1 CROS S-EXAMINATION 

2 BY MR. GALLEGOS: 

3 Q. Ms. Graf, are you a b l e t o t e l l us what w i l l be 

4 t h e t a r g e t o f development w i t h i n t h i s i n t e r v a l -- w i t h i n 

5 t h i s u n i t i z e d i n t e r v a l ? 

6 A. C u r r e n t l y , our t a r g e t would be the G a l l u p . 

7 Q. Which i s a sandstone? 

8 A. Yes. 

9 Q. And c o n c e r n i n g t h e w e l l s t o the east t h a t 

10 Encana i s d e v e l o p i n g , what i s t h e f o r m a t i o n t h a t ' s b e i n g 

11 developed by those h o r i z o n t a l w e l l s ? 

12 A. By e a s t , do you mean o u t s i d e o f our u n i t ? 

13 Q. Yes, t o t h e east --

14 A. Those are a l s o G a l l u p . 

15 Q. Those are a l s o G a l l u p ? The Sandoval County 

16 w e l l s ? 

17 A. Yes. 

18 Q. Do you have f a m i l i a r i t y w i t h t h e f a c t s 

19 c o n c e r n i n g t h e w e l l r e f e r r e d t o by Ms. B i n i o n ? I t h i n k 

20 she r e f e r r e d t o i t as the Good Times #10. 

21 A. The Good Times L10-2410 IH w e l l . 

22 Q. And i s t h a t a p r o d u c i n g v e r t i c a l w e l l w i t h i n 

23 t h e proposed Pinon U n i t ? 

24 A. I t i s a p r o d u c i n g h o r i z o n t a l w e l l w i t h i n t h e 

25 u n i t -- w i t h i n t h e proposed u n i t , yes. 
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1 Q. Who i s t h a t w e l l operated by? 

2 A. Encana. 

3 Q. When was t h a t w e l l developed? 

4 A. Early 2013. 

5 Q. And i s t h a t w e l l completed h o r i z o n t a l l y i n the 

6 Gallup? 

7 A. I t i s . 

8 Q. I f the t a r g e t i s the Gallup, what i s the 

9 r a t i o n a l e f o r u n i t i z i n g the Greenhorn, which I believe 

10 t o be a shale i n the Mancos, which i s a shale? 

11 A. Sure. Well, we're always c o l l e c t i n g data and 

12 f o r m u l a t i n g analyses of other t a r g e t s , and so t h i s i s --

13 t h i s i s p a r t of t h a t i n case new technologies makes 

14 these more promising or our data begins t o formulate 

15 t h a t as an a d d i t i o n a l t a r g e t . 

16 Q. The p r o j e c t i o n s f o r development by Encana could 

17 be achieved out of the u n i t i z e d i n t e r v a l and j u s t 

18 confined t o the Gallup f o r present purposes? 

19 A. I would -- I would say f o r our current t a r g e t s , 

20 where we put our current t a r g e t s , yes, but we are always 

21 undergoing s c i e n t i f i c a n a l y s i s of other prospective 

22 horizons which are ongoing. And as many i n the in d u s t r y 

23 know, i t takes several years t o develop, so t h i s 

24 provides f o r t h a t . 

25 Q. Are you acquainted w i t h the f a c t t h a t f e d e r a l 
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1 e x p l o r a t o r y u n i t s p a r t i c i p a t e i n areas -- are formulated 

2 by producing formations? That i s , f o r example, you 

3 would have a Mesaverde p a r t i c i p a t i n g area, a Gallup 

4 p a r t i c i p a t i n g area and so f o r t h ? 

5 A. I'm not f a m i l i a r w i t h a l o t of land 

6 t e c h n i c a l i t i e s . Maybe i f you could c l a r i f y your 

7 questions. 

8 Q. Are you f a m i l i a r w i t h the procedure t h a t those 

9 p a r t i c i p a t i n g areas are formulated only a f t e r a 

10 s o - c a l l e d paying w e l l -- i n other words, the w e l l i s 

11 developed i n t h a t p a r t i c u l a r formation t h a t i s a paying 

12 w e l l , commercial well? 

13 A. I would say t h a t my expe r t i s e i s not involved 

14 i n the p a r t i c i p a t i n g areas. 

15 Q. I j u s t have one other question. I t ' s a matter 

16 of c u r i o s i t y more than anything. 

17 On your E x h i b i t 11, f o r example, do you see 

18 the l i g h t green l i n e s , some of them s o r t of a horseshoe 

19 l i n e and some of them s t r a i g h t l i n e s ? 

20 A. Uh-huh. 

21 Q. What does t h a t r e f l e c t ? 

22 A. Those are h o r i z o n t a l w e l l s -- e x i s t i n g 

2 3 h o r i z o n t a l w e l l s showing --

24 Q. E x i s t i n g h o r i z o n t a l wells? 

25 A. Yes. 
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1 -- showing the path of the wellbore, bottom 

2 hole as i t was d r i l l e d . 

3 Q. So we would understand the one t h a t 1 s w i t h i n 

4 the proposed u n i t boundaries, t h a t i s the Good Times 

5 well? 

6 A. Yes, s i r . The surface i s i n Section 10 denoted 

7 by a s o l i d black dot, and the toe of the w e l l i s i n 

8 Section 9. So i t was d r i l l e d from the east t o the west. 

9 Q. And are you prepared t o t e l l the Examiner where 

10 the proposed development we l l s w i l l be located w i t h i n 

11 the u n i t , or i s t h a t something f o r Mr. Camper? 

12 A . I don 11 know i f e i t h e r one of us could say th a t 

13 w i t h c e r t a i n t y because we are co n s t a n t l y e v a l u a t i n g 

14 where we w i l l be p l a c i n g our we l l s , so t h a t has not been 

15 f i n a l i z e d . 

16 Q. What are the candidate locations? Let's put i t 

17 t h a t way. 

18 A. Well candidate l o c a t i o n s would be h o r i z o n t a l 

19 w e l l s of varying lengths and - - yes. 

2 0 Q. But w i t h i n the -- w i t h i n the u n i t , what are 

21 the --

22 A. Well, I mean, our i n t e n t i o n i s t o d r i l l the --

23 t h a t whole u n i t , so I don't know f o r what purpose l a y i n g 

24 out those w e l l s s e q u e n t i a l l y - - where we would s t a r t and 

25 f i n i s h , I don't know i f any of us has t h a t answer r i g h t 
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1 now. 

2 Q - W i l l t h e l a t e r a l s be on an east-west b a s i s 

3 s i m i l a r t o t h e Good Times w e l l , o r are you 

4 c o n s i d e r i n g - -

5 A. I cannot say t h a t w i t h c e r t a i n t y . Again, we 

6 have a l o t o f s t u d i e s g o i n g on r i g h t now as t o 

7 o p t i m a l -- o p t i m a l s p a c i n g and o r i e n t a t i o n o f our w e l l s . 

8 I t i s i n Encana's i n t e r e s t , as i t i s everyone here, t o 

9 produce t h i s r e s e r v o i r as e f f i c i e n t l y as p o s s i b l e and 

10 e f f e c t i v e l y as p o s s i b l e . So t h a t i s our s t r a t e g y as f a r 

11 as l a y i n g o ut a development p l a n f o r t h i s u n i t . That i s 

12 our o b j e c t i v e . 

13 Q. Thank you. 

14 A. Uh-huh. 

15 CROS S-EXAMINATION 

16 BY EXAMINER DAWSON: 

17 Q. Good morning, Ms. Graf. 

18 Has Encana p r e p a r e d r e s e r v o i r data 

19 r e g a r d i n g t h e setbacks o r worked on t h a t ? 

2 0 A. By r e s e r v o i r d ata --

21 Q. The r e s e r v o i r e n g i n e e r s , d i d t h e y a s c e r t a i n why 

2 2 33 0 - f o o t setbacks -- o r t h e g e o l o g i s t s , have t h e y 

23 a s c e r t a i n e d why the 3 3 0 - f o o t setbacks are p r e f e r a b l e 

24 from 660? 

25 A. I would de f e r t h a t ques t ion t o our r e s e r v o i r 
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1 engineer who i s w i t h us here today. j 

2 Q. A l l r i g h t . j 

3 On wel l s t h a t are -- f u t u r e w e l l s t h a t are 

4 d r i l l e d w i t h i n the u n i t i z e d area, would Encana - - would 

5 they be okay, Encana, i f they provided the OCD w i t h data 

6 on -- so we can review i t f o r our setbacks on pool -- 1 

7 f u t u r e pool hearings t h a t we may have f o r nomenclature? 

8 A . I don't know i f I can speak t o t h a t . I don't 

9 know i f I'm authorized t o promise data. 

10 Q. Well, I'm j u s t asking i f t h a t would - - you j 

11 know, t h a t ' s something we may want i n the f u t u r e . ! 

12 A. Okay. 

13 Q. I t ' s based subject t o c o n f i d e n t i a l i t y , but 

14 t h a t ' s j u s t f o r our needs i n order f o r us to develop the 

15 new pool t h a t needs t o be developed f o r the Basin-Mancos 

16 Shale. 

17 A. Uh-huh. 

18 Q. And we had a hearing r e c e n t l y on a super comm 

19 agreement t h a t -- i t was WPX, and they said t h a t was 

20 f i n e , t h a t they would give us data i f we needed i t 

21 subject t o c o n f i d e n t i a l i t y . That's the reason I was 

22 asking. I t would be f o r our purposes. 

23 A. Sure. I understand. I j u s t don't know i f I'm 

24 authorized t o make t h a t d e c i s i o n . 

25 Q. Okay. I have no f u r t h e r questions. Thank you, 
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1 Ms. Graf. 

2 MR. RANKIN: Mr. Examiner, i f I might have 

3 a few questions on r e d i r e c t ? 

4 EXAMINER DAWSON: You may. 

5 MR. RANKIN: Thank you. 

6 REDIRECT EXAMINATION 

7 BY MR- RANKIN: 

8 Q. Ms. Graf, what was your involvement i n the 

9 discussions w i t h the BLM and the State Land O f f i c e 

10 regarding proposed u n i t i z e d area and depth? 

11 A. What d e t a i l s are you looking for? 

12 Q. Well, were you in v o l v e d i n discussions? 

13 A. I was involved. I met w i t h them f o r several 

14 hours going over, e s s e n t i a l l y , the same e x h i b i t s t h a t 

15 I've j u s t shown. 

16 Q. And at the time you met w i t h the BLM, d i d they 

17 express any concerns over the i d e n t i f i c a t i o n proposed 

18 u n i t i z e d i n t e r v a l ? 

19 A. They d i d not. 

20 Q. And d i d you discuss w i t h them at t h a t time what 
21 your l i k e l y t a r g e t zones were going t o be? 

22 A- We d i d . 

23 Q. So they were aware t h a t you were focusing on 

24 the Gallup, but you were also seeking t o u n i t i z e above 

25 and below? 
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1 A. Yes. 

2 Q. And they expressed no concerns about t h a t at 

3 t h a t time? 

4 A. They d i d not. 

5 Q. I s t h a t the same case f o r the State Land O f f i c e 

6 as well? 

7 A. Yes. 

8 Q. So n e i t h e r the State Land O f f i c e or the BLM 

9 expressed any concerns regarding the standardized 

10 u n i t i z e d i n t e r v a l f o r t h i s well? 

11 A. No, they d i d not. 

12 Q. And i s there very much data a v a i l a b l e on the 

13 proposed u n i t i n t e r v a l -- I mean -- yeah. I s there very 

14 much data a v a i l a b l e t o Encana on the proposed u n i t area 

15 w i t h i n the u n i t i z e d i n t e r v a l ? 

16 A. So I'11 repeat your question to make sure t h a t 

17 I understand. 

18 Q. Yeah, please. 

19 A. Are you asking i s there a comprehensive amount 

20 of data w i t h i n our proposed u n i t , w i t h i n the u n i t i z e d 

21 i n t e r v a l ? I would say no, there are not a l o t of 

22 completed w e l l s w i t h i n our u n i t i z e d i n t e r v a l . We are 

23 r e l y i n g a l o t on w e l l s outside of our agreement, but we 

24 don 11 have a l o t - - a l o t of w e l l s having a complete 

25 w e l l u n i t i z e d - -
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1 Q. I f you look a t , say, E x h i b i t 11, f o r example --

2 A. Yes. 

3 Q. - - w i t h i n the u n i t area, which i s depicted i n 

4 the black o u t l i n e - -

5 A. Uh-huh. 

6 Q. - - what symbols on t h i s map depict wells? 

7 A. Well, a l l of the w e l l s are represented by some 

8 form of dot. The varying symbols are representing the 

9 stat u s of the w e l l , whether or not i t 1 s an o i l w e l l . 

10 That's a green dot. I f i t was plugged and abandoned, 

11 i t ' s the darker c i r c l e s w i t h a cross through i t , such as 

12 you see i n Section 5 w i t h i n the proposed u n i t i n t e r v a l . 

13 You also have several plugged and -- w e l l , yeah, plugged 

14 and abandoned w e l l s . 

15 Everything on these maps i n E x h i b i t s 11 and 

16 12 are only showing those w e l l s t h a t penetrated the 

17 horizon t h a t ' s represented by the s t r u c t u r a l maps. That 

18 does not i n d i c a t e t h a t w e l l logs were present. I t only 

19 means t h a t the wellbore TD'd at a depth greater than the 

20 s t r u c t u r a l contour t h a t you see here. So w i t h i n our 

21 u n i t , we do not have very many w e l l s w i t h a c t u a l l og 

22 data. 

23 Q. And so Encana has an idea about what i t wants 

24 t o develop, but there may be a d d i t i o n a l zones w i t h i n the 

25 u n i t i z e d area tha t prove t o be economical ly v i ab l e? 
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1 A. That i s t r u e . 

2 Q. And i s t h a t the reason why Encana i s looking 

3 at i t s proposed u n i t i z e d r u l e , as i t has proposed? 

4 A. Yes. Our data would not suggest t h a t we would 

5 r u l e out the a d d i t i o n a l horizons. 

6 Q. So i t ' s e n t i r e l y possible t h a t Encana w i l l , i n 

7 the development of t h i s u n i t , f i n d a d d i t i o n a l zones th a t 

8 i t would l i k e t o produce? 

9 A. That i s -- t h a t i s e n t i r e l y possible, yes. 

10 Q. No f u r t h e r questions. 

11 MR. GALLEGOS: May I? 

12 EXAMINER DAWSON: Yes. 

13 RECROSS EXAMINATION 

14 BY MR. GALLEGOS: 

15 Q. Ms. Graf, my c a l c u l a t i o n s may not be very good 

16 so I ' l l defer t o yours, but i t appears t h a t the u n i t i z e d 

17 i n t e r v a l i s roughly 1,700 feet? 

18 A. I have 17-, 1,800 f e e t , yes. I've stated 1,800 

19 f e e t . 

20 Q. I probably missed t h a t . 

21 But the t a r g e t , Gallup, i s approximately 

22 200 feet? 

23 A. I have said 300 .feet. That was my --

24 Q. You said 300 feet? 

25 A. Uh-huh. 
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•1 " Q. Well, 300 f e e t , then. j 

2 So 1,400 f e e t , roughly, i n c l u d i n g two 1 

3 shales and several other sandstone formations, t h a t you 

4 are asking be u n i t i z e d , w h i l e , at most, 3 00 f e e t are 

5 ta r g e t e d i n your development. That's a f a c t ; i s i t not? 

6 A. Uh-huh. Well, t o t h a t p o i n t , I would say, you 

7 know, our wellbore i s , you know, only f o u r inches. I t ' s 

8 not 300 f e e t . So when we're t a r g e t i n g the Gallup, you 

9 know, we're only t a r g e t i n g a s p e c i f i c zone w i t h i n the 

10 Gallup, but yet we a l l t h i n k t h a t i t i s l o g i c a l t o 

11 include the e n t i r e Gallup, you know, what you're 

12 suggesting here. 

13 So I would say t h a t yes, while t h i s does --

14 while we are t a r g e t i n g sands i n the Gallup and w i t h i n 

15 the u n i t i z e d i n t e r v a l there are extensive shales 

16 included i n those u n i t i z e d i n t e r v a l s , t h a t t h a t i s not j 
I 

17 t o say t h a t at some p o i n t those shales would become | 

18 commercial. So shales are targeted a l l of the time. J 

19 I t ' s not something t h a t we would want t o r u l e out. j 

20 Q. You do understand, though, t h a t i f the U n i t i z e d { 

21 Formation i n the request was confined t o the Gallup, 

2 2 there i s no impediment t o , at a l a t e r time, coming back 

23 before the Commission or the D i v i s i o n and saying, We 

24 t h i n k there i s reason t o now include, l e t ' s say, the 

25 Greenhorn p a r t of the u n i t i z e d --
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1 A . I suppose t h a t i s p o s s i b l e . 

2 Q. Thank you. 

3 EXAMINER DAWSON: No f u r t h e r q u e s t i o n s . 

4 Thank you, Ms. Graf. 

5 Mr. Rankin, you want t o c a l l y o ur t h i r d 

6 w i t n e s s ? 

7 MR. RANKIN: I ' d l i k e t o c a l l my t h i r d 

8 w i t n e s s , Mr. D a n i e l Camper. 

9 EXAMINER DAWSON: Mr. Camper, please s t a t e 

10 your name -- your f u l l name and q u a l i f i c a t i o n s . 

11 THE WITNESS: My name i s D a n i e l J. Camper. 

12 I'm a r e s e r v o i r e n g i n e e r w i t h Encana O i l & Gas. 

13 DANIEL J. CAMPER, 

14 a f t e r h a v i n g been p r e v i o u s l y sworn under o a t h , was 

15 q u e s t i o n e d and t e s t i f i e d as f o l l o w s : 

16 DIRECT EXAMINATION 

17 BY MR. RANKIN: 

18 Q. Mr. Camper, have you p r e v i o u s l y t e s t i f i e d 

19 b e f o r e t h e D i v i s i o n ? 

2 0 A. I have n o t . 

21 Q. Would you mind, p l e a s e , r e v i e w i n g f o r t he 

2 2 Examiners y o u r e d u c a t i o n a l background and th e n your work 

2 3 experience? 

24 A. Not a problem. Yes. I gra d u a t e d i n 2007 from 

25 L o u i s i a n a S t a t e U n i v e r s i t y w i t h a BS i n p e t r o l e u m 
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1 engineering, and 1 1ve been w i t h Encana about seven years 

2 now, f i v e of t h a t as a r e s e r v o i r engineer. 

3 Q. And, Mr. Camper, are you associated w i t h any 

4 p r o f e s s i o n a l a f f i l i a t i o n s or p r o f e s s i o n a l - -

5 A. Just SPE, Society of Petroleum Engineers. 

6 Q- And 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 

7 i n t h i s case? 

8 A. Yes. 

9 Q. Have you conducted a study of the lands i n t h i s 

10 case? 

11 A. Yes. 

12 MR. RANKIN: Mr. Examiner, I would tender 

13 Mr. Camper as an expert i n petroleum engineering. 

14 MR. GALLEGOS; No o b j e c t i o n s . 

15 EXAMINER DAWSON: No objection? 

16 He i s so --

17 Q. (BY MR. RANKIN) And, a c t u a l l y , i f I might j u s t 

18 s p e c i f y , Mr. Camper, your work has been i n r e s e r v o i r 

19 engineering, correct? 

20 A. That i s c o r r e c t . I've been a r e s e r v o i r 

21 engineer f o r the past f i v e years. 

22 MR RANIN: I j u s t wanted t o spec i f y t h a t . 

23 I'd move to tender Mr. Camper as an expert i n r e s e r v o i r 

24 engineering, j u s t t o be s p e c i f i c . 

2 5 EXAMINER DAWSON: Any objections? 
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1 MR. GALLEGOS: No o b j e c t i o n s . 

2 EXAMINER DAWSON: He i s so accepted. 

3 Q. (BY MR. RANKIN) Mr. Camper, are you f a m i l i a r 

4 w i t h the purpose of an ex p l o r a t o r y u n i t ? 

5 A. Yes. 

6 Q. What i s your understanding of the purpose of an 

7 e x p l o r a t o r y u n i t ? 

8 A. Really, you know, the purpose of the 

9 e x p l o r a t o r y u n i t i s when we do n 1 t have enough data t o 

10 r e a l l y deem t h i s area, say, as economic r i g h t o f f the 

11 bat, so we want t o be able t o go i n and develop as we 

12 see f i t . So, again, we don't have a l o t of data, and 

13 t h i s i s a t e s t - t y p e w e l l f o r the area. 

14 Q. So t h i s u n i t agreement i s an exp l o r a t o r y u n i t 

15 agreement; i s t h a t correct? 

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

17 Q. I s t h a t one of the reasons why the BLM and the 

18 State Land O f f i c e are i n t e r e s t e d i n approving such an 

19 agreement, t o allow Encana f l e x i b i l i t y t o explore 

20 p o t e n t i a l productive zones w i t h i n the area? 

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

22 Q. I n c l u d i n g beyond what might be your i n i t i a l or 

23 primary t a r g e t zone? 

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

2 5 Q. Mr. Camper, are you f a m i l i a r w i t h the pools 
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1 t h a t are c u r r e n t l y i n existence w i t h i n the proposed u n i t 

2 area? 

3 A. Yes. 

4 Q. And have you prepared an e x h i b i t f o r discussion 

5 today w i t h the Examiners? 

6 A . I have, yes. 

7 Q. I s t h a t E x h i b i t Number 15 i n the e x h i b i t 

8 packet? 

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

10 Q. Would you mind, please, reviewing f o r the 

11 Examiners what t h i s e x h i b i t shows? 

12 A. Not a problem. So t h i s e x h i b i t shows i n black 

13 our proposed Pinon Unit t o the northwest p o r t i o n of 

14 t h a t . I f you look at the orange l i n e , t h a t ' s going t o 

15 be the o u t l i n e of the B i s t i Lower Gallup pool. And i f 

16 you look at the blue l i n e , which does not a f f e c t the 

17 Pinon, t h a t ' s going t o be South B i s t i Gallup pool 

18 o u t l i n e . Then eve r y t h i n g i n between i s going t o be your 

19 Basin-Mancos gas pool. So r e a l l y here, j u s t s t a t i n g --

20 so every w e l l on here, every h o r i z o n t a l -- you can see 

21 the h o r i z o n t a l s . You can see the surface l o c a t i o n . I t 

2 2 w i l l be the blue dot, and the bottom-hole l o c a t i o n i s 

23 going t o be the green dot. And you can see throughout 

24 t h i s area -- close t o the Pinon Un i t , you can see a l l 
25 the we l l s we have i n t h i s area. 
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1 The red numbers above the green dot, the 

2 bottom-hole l o c a t i o n , are going t o be our BTU of our 

3 gas, and then the blue number below the - - below the 

4 green dot, i t ' s going t o be our API, or our o i l . So 

5 r i g h t here i t ' s s t a t i n g a l l the o i l -- i f you're i n the 

6 B i s t i Lower Gallup pool or i f you're i n the Mancos gas 

7 pool, the f l u i d i s the same i n the r e s e r v o i r . I t ' s 

8 r e l a t i v e l y c o nsistent as you move throughout the u n i t 

9 and throughout the d i f f e r e n t pools. 

10 Q. Mr. Camper, t e l l us what Encana i s proposing - -

11 l o o k i n g at the t a r g e t area being the Gallup, i s Encana 

12 expecting these w e l l s t o be - o i l wells? 

13 A. Yes, we are. 

14 Q. Now, w i t h respect t o the pools t h a t you 

15 i d e n t i f y w i t h i n the proposed Pinon Unit, i s i t your 

16 o p i n i o n t h a t the t e c h n i c a l aspects, the t e c h n i c a l 

17 c h a r a c t e r i s t i c s of the hydrocarbons w i t h i n those pools 

18 i s e s s e n t i a l l y i d e n t i c a l ? 

19 A. That i s c o r r e c t . Yeah. The hydrocarbons 

20 w i t h i n the Gallup and Mancos are cons i s t e n t . 

21 Q. And i s t h a t l a r g e l y because i n e f f e c t i n 

22 e f f e c t them being w i t h i n the same v e r t i c a l horizon? 

23 A. That i s t r u e , and i t ' s also p a r t of migr a t i n g 

24 around the same time period. 

25 Q. Now, w i t h respect t o the -- to the expected, 
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1 a n t i c i p a t e d pressure g r a d i e n t s across these pools, i s i t 

2 your understanding t h a t the pressure gradients are going 

3 t o be roughly the same across t h i s area? 

4 A. That i s c o r r e c t . So, yeah, the pressure 

5 gradients w i l l be r e l a t i v e l y the same -- or w i l l be 

6 consistent w i t h i n the Mancos and Gallup Formation, so 

7 there won't be any high-pressure zones commingling w i t h 

8 low-pressure zones, so no issues w i t h cross-flow. 

9 Q. And i n your a n a l y s i s and opinion, i s there any 

10 issue w i t h c o m p a t i b i l i t y of the hydrocarbon f l u i d s you j 

11 have proposed i n t h i s a r e a ? ] 

12 A. No. There are no concerns of c o m p a t i b i l i t y of j 

13 f l u i d s from one pool t o the other. Again, you know, the 

14 o i l g r a v i t y from one end of the Pinon Unit t o the other 

15 end i s con s i s t e n t , so -- and i t migrates at the same j 

16 time, so i t ' s e s s e n t i a l l y the same o i l or hydrocarbon. j 

17 Q. And i n your opinion, w i l l the combining of the J 

18 B i s t i Lower Gallup pool w i t h the other -- I stated t h a t j 
i 

19 i n c o r r e c t l y . I don't want t o mess i t up. I t ' s the j 
I 

20 Basin-Mancos pool; i s t h a t c orrect? j 
1 

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

22 0_. W i l l the combination of those pools i n t o one 1 

23 s i n g l e pool f o r purposes of .this h o r i z o n t a l w e l l 

24 development r e s u l t i n any waste or loss of reserves --

25 A. I t w i l l not. 
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1 Q. - - i n your opinion? 

2 And i n your o p i n i o n , w i l l the combination 

3 of the e x p l o r a t i o n of a s i n g l e pool reduce the value of 

4 reserves i n these pools? 

5 A. I t w i l l not. 

6 Q. I s i t your opinion t h a t Encana's a p p l i c a t i o n 

7 w i l l r e s u l t i n waste at a l l w i t h respect t o combining 

8 these pools? 

9 A. No, i t w i l l not. I t w i l l a c t u a l l y prevent 

10 waste by d r i l l i n g m u l t i p l e d i r e c t i o n s , east-west, 

11 north-south and so f o r t h . 

12 Q. And the way i t w i l l reduce waste i s i t w i l l 

13 allow you to e f f e c t i v e l y and e f f i c i e n t l y d r a i n the 

14 e n t i r e area? 

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

16 Q. And i n your opinion, Mr. Camper, i s i t 

17 appropriate t o create a s i n g l e pool f o r h o r i z o n t a l 

18 development w i t h i n t h i s proposed u n i t area? 

19 A. Yes, i t i s . 

20 Q. Now, I j u s t want t o t a l k a l i t t l e b i t about 

21 Encana's proposal t o set the setbacks at 330 f e e t . I s 

22 i t your understanding t h a t 330-foot setback i s the 

23 d e f a u l t statewide r u l e f o r o i l development? 

24 A. Yes, i t i s . 

25 Q• Have you conducted any studies w i t h respect t o 
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1 drainage s p e c i f i c t o t h i s Pinon Unit area? 

2 A. No, I have not. 

3 Q. And the reason you have not i s because i t ' s a 

4 standard d e f a u l t setback? 

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

6 Q. And i s there any reason t h a t you have t o 

7 believe t h a t a 330-foot setback would not be p r o t e c t i v e 

8 of o f f s e t t i n g i n t e r e s t s ? 

9 A. Not at t h i s p o i n t i n time, not without being 

10 able t o do -- or having done a study t o prove t h a t i t ' s 

11 otherwise. 

12 Q. Do you understand t h a t the State has set a 

13 330-foot d e f a u l t setback because i t ' s p r o t e c t i v e of 

14 o f f s e t t i n g i n t e r e s t s who are producing o i l ? 

15 A. Yes. 

16 Q. Have you looked at the geology i n t h i s area? 

17 A. Yes. I've looked at i t w i t h a g e o l o g i s t . 

18 Q. So the geology w i t h respect t o the Gallup zone, 

19 i n p a r t i c u l a r , what i s -- what i s the geology there? 

20 A. So i t ' s a t i g h t rock, lower p o r o s i t y . I t ' s a 

21 t i g h t rock as f a r as p e r m e a b i l i t y goes, which obviously, 

22 you know, leads t o the f a c t t h a t while we fr a c k the 

23 w e l l s , i t ' s access t o the o i l and gas reserves. 

24 Q. So as a consequence of the t i g h t n e s s of t h a t 

25 zone and the protectiveness of the 330-foot setbacks, 
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1 you have no reason t o b e l i e v e a t t h i s p o i n t t h e r e i s any 

2 l i k e l y impairment t o any o f f s e t t i n g i n t e r e s t s due t o t h e 

3 33 0 - f o o t setbacks? 

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

5 MR. RANKIN: Mr. Examiner, I would ask t o 

6 move E x h i b i t Number 15 i n t o t h e r e c o r d o f evidence. 

7 MR. GALLEGOS: No o b j e c t i o n . 

8 MR. RANKIN: And I have no f u r t h e r 

9 q u e s t i o n s o f t h e w i t n e s s a t t h i s t i m e . Pass the 

10 w i t n e s s . 

11 EXAMINER DAWSON: E x h i b i t 15 i s a d m i t t e d . 

12 (Encana E x h i b i t Number 15 was o f f e r e d and 

13 a d m i t t e d i n t o evidence.) 

14 EXAMINER DAWSON: Mr. Ga l l e g o s , do you have 

15 q u e s t i o n s ? 

16 MR. GALLEGOS: I do. Thank you, 

17 Mr. Examiner. 

18 CROSS-EXAMINATION 

19 BY MR. GALLEGOS: 

20 Q. Mr. Camp, l o o k a t E x h i b i t 15. I have a couple 

21 o f q u e s t i o n s . There are a couple o f e n t r i e s about t he 

22 middle o f the e x h i b i t . I t says on t h e legend " B i s t i 

23 Lower G a l l u p p o o l , 330, 80-acre" lay-downs, and i n the 

24 lower, l e f t - h a n d c o r n e r , a s i m i l a r k i n d o f e n t r y . What 

25 i s t h e r e f e r e n c e t o t h e 80 acres? 
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1 A. That i s given by the State of New Mexico. 

2 That's something t h a t was provided t o us by the State, 

3 j u s t pool r u l e s . 

4 Q. So you are not aware t h a t the pool r u l e t h a t 

5 allowed, as of 1976, a 330-feet setback -- foot setback 

6 i n the Gallup pool was i n i t i a t e d i n connection w i t h the 

7 a l l o w i n g 40-acre spacing? 

8 A. I'm not aware of t h a t . I'm aware of the 330 

9 setback, and, you know, the data I have i s the 80-acre. 

10 Q. But you were not aware t h a t the 33 0 - foot 

11 setback was a companion when the Commission, i n 1976, i n 

12 Order R-1069-G allowed 40-acre spacing i n t h a t Gallup 

13 pool? 

14 A. I'm not aware of t h a t . Yeah, I'm not aware of 

15 t h a t . 

16 Q. But you understand t h a t would have been f o r 

17 v e r t i c a l wells? 

18 A. That's f o r t h a t pool. That's my understanding. 

19 That's f o r th a t pool. 

20 Q. And Encana i s not proposing v e r t i c a l w e l l s , i s 

21 i t ? 

2 2 A. We -- at t h i s time, no. 

23 Q. And you're not proposing t h a t each w e l l w i l l 

24 only be dedicated t o 40 acres, are you? 

25 A. No, we're not. 
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1 Q. Let's take a look at the i n d i c a t i o n i n the 

2 proposed u n i t , up at what I c a l l the northwest corner of 

3 E x h i b i t 15, the Good Times w e l l . T e l l us about t h a t i n 

4 terms of i t s r e l a t i v e l o c a t i o n t o the -- to the section 

5 end l i n e s . 

6 A. What do you -- w i l l you rephrase the question, 

7 please? What are you loo k i n g for? 

8 Q. What setback was observed i n terms of the 

9 development of the Good Times w e l l , t h i s h o r i z o n t a l 

10 well? 

11 A. And honestly, I can't speak 100 percent on th a t 

12 w e l l . So I can't speak f o r t h a t w e l l s p e c i f i c a l l y . I t 

13 looks l i k e i t ' s outside of the B i s t i Lower Gallup pool, 

14 so - - i t looks l i k e i t ' s i n the Mancos -- Mancos gas 

15 pool. 

16 Q. But Ms. Graf t e s t i f i e d t h a t t h a t i s a Gallup 

17 Formation well? 

18 A. I t i s . 

19 Q. Do you have any i n f o r m a t i o n t o the contrary? 

20 A. I don't. I t ' s a Gallup w e l l , yes. 

21 Q. And we don't have a v a i l a b l e a p l a t here t h a t 

22 would show i t s r e l a t i v e l o c a t i o n t o the end l i n e s of the 

23 s e c t i o n or sections i n which i t ' s located, do we? 

24 A. I do not. 

25 Q. Do you have a type w e l l diagram f o r what Encana 

t 
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1 proposes t o d r i l l and develop t h i s u n i t i f i t ' s 

2 permitted? 

3 A. As f a r as the t a r g e t w i t h i n the 1,700 feet? 

4 Q. No, not the t a r g e t , but the w e l l . I n other 

5 words, what can we expect i n terms of the v e r t i c a l 

6 p o r t i o n of the w e l l , casing size? And then what do we 

7 expect i n terms of the h o r i z o n t a l p o r t i o n of i t and the 

8 l o c a t i o n of f r a c t u r e s t i m u l a t i o n s i n the h o r i z o n t a l 

9 portion? 

10 A. You know, obviously, I can't speak to the size 

11 of the hole and so f o r t h , but, I mean, t h i s we're 

12 c u r r e n t l y i n the process of, you know, developing t h i s 

13 u n i t . We don't know how we're a c t u a l l y -- we're s t i l l 

14 i n the t a l k i n g phase of how we're a c t u a l l y going t o put 

15 the layout [ s i c ] w i t h i n t h i s u n i t . So i t ' s not a done 

16 deal on t h a t so f a r . 

17 Q. Well, l e t ' s say t h a t you have a wellbore. And 

18 you expect your h o r i z o n t a l l a t e r a l t o be what length? 

19 A. I t r e a l l y depends. So i t depends on our 

20 layou t . So i f i t ' s an east-west, i t w i l l be one l a t e r a l 

21 l e n g t h . I f i t ' s north-south, i t w i l l be one l a t e r a l 

22 length. I f i t ' s transverse, i t can be another. So i t 

23 r e a l l y depends on the l o c a t i o n of t h a t l a t e r a l . 

24 Q. Well, would you expect t h a t whatever the length 

25 of the l a t e r a l i s , t h a t you w i l l have stage-frack 
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1 s t i m u l a t i o n jobs? I n o t h e r words, you w i l l f r a c t u r e 

2 s t i m u l a t e one p o r t i o n , and then move a l o n g t h e way so 

3 maybe 12 o r 14 s t i m u l a t i o n s w i l l t a k e p l a c e ? 

4 A. I can't speak t o t h e s p e c i f i c number, but yes, 

5 t h a t w i l l be t h e way we w i l l f r a c k t h e w e l l . We w i l l 

6 f r a c k and t h e n move f u r t h e r - - we 111 s t a r t a t the toe 

7 and move t o t h e h e e l . 

8 Q. So, f o r example, l e t ' s say t h a t t h e s u r f a c e 

9 l o c a t i o n o f t h e w e l l b o r e i s w i t h i n 330 f e e t o f an end 

10 l i n e . Your f i r s t f r a c t u r e i n t h e h o r i z o n t a l l a t e r a l 

11 c o u l d be 600 o r 7- o r 800 f e e t from t h e w e l l l i n e , 

12 depending on t h e r e q u i r e m e n t s and what i s p e r m i t t e d by 

13 t he D i v i s i o n , c o r r e c t ? 

14 A. That i s c o r r e c t . But we w i l l s t a y 330 o f f o f 

15 t h a t boundary, so we w i l l n ot f r a c k , o b v i o u s l y , w i t h i n 

16 t h e setback. 

17 Q. You w i l l n o t -- you w i l l n o t --

18 A. We won't f r a c k --

19 Q. -- f r a c k w i t h i n 330 f e e t ? 

20 A. - - w i t h i n t h e g i v e n setback f o r t h e o i l p o o l . 

21 Q. But you w i l l f r a c k w i t h i n 660 f e e t ? 

22 A. W e l l , t h e setback i s 330, so w e ' l l abide by t h e 

23 g u i d e l i n e s o f t h e p o o l r u l e s . 

24 Q. But i n terms o f c o n s i d e r a t i o n o f communication 

25 w i t h o f f s e t t i n g acreage, what would be i m p o r t a n t , 
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1 wouldn't you agree, where the -- where the closest 

2 f r a c t u r e s t i m u l a t i o n occurs t o the end l i n e ? 

3 A. So when i t ' s a l l said and done, you know, w i t h 

4 the 330 r u l e s and what w i l l be put i n place, you know, 

5 to kind of say, Hey, we'11 p r o t e c t any o f f s e t 

6 i n t e r e s t s --

7 Q. That's not my question, Mr. Camper. Let me - -

8 l e t me r e s t a t e the question. 

9 A. Please rephrase i t , then. 

10 Q. As f a r as any e f f e c t on o f f s e t t i n g acreage, 

11 what i s important, c r i t i c a l i s where from the end l i n e 

12 the f i r s t f r a c t u r e s t i m u l a t i o n occurs. Do you not 

13 agree? 

14 MR. RANKIN: Mr. Examiner, I would object 

15 t o any f u r t h e r l i n e of questioning. We're here t o 

16 approve the formation of a u n i t , not i n d i v i d u a l w e l l s or 

17 i n d i v i d u a l completions. So I would object t o f u r t h e r 

18 questioning on t h a t l i n e w i t h respect t o s p e c i f i c 

19 completion plans because we haven't obviously, we 

20 haven't gotten t h a t f a r yet i n the planning and 

21 formation of the u n i t . 

22 MR. GALLEGOS: Mr. Examiner, t h i s i s 

23 d i r e c t l y r e levant t o the setback -- the setback issue. 

24 We're not t a l k i n g about the formation of the u n i t . 

25 We're t a l k i n g about the setback, what i s -- what i s 
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1 appropriate and allowable f o r the setback. 

2 EXAMINER DAWSON: I t h i n k he's answered 

3 t h a t question by saying t h a t they have the 330-foot 

4 setbacks o u t l i n e d . That's what they're requesting. 

5 I t ' s o verruled. The obj e c t i o n i s overruled. 

6 You may continue. 

7 Q. (BY MR. GALLEGOS) As f a r as the e f f e c t of 

8 o f f s e t t i n g acreage, i t depends on where your closest 

9 f r a c t u r e s t i m u l a t i o n occurs i n r e l a t i o n t o the end l i n e . 

10 Do you agree, Mr. Camper? 

11 A. I would agree t h a t yes, your f r a c t u r e -- your 

12 drainage and your f r a c t u r e i s going t o be -- i t ' s 

13 going -- yeah, depends on the setback. 

14 Q. Now, you are f a m i l i a r , are you not, w i t h the 

15 w e l l s developed by Encana, h o r i z o n t a l w e l l s , i n the 

16 Gallup Formation t o the east of t h i s u n i t , i n western 

17 Sandoval County? 

18 A. I am, as f a r as a production standpoint, yes. 

19 Q. And those w e l l s have a l l been developed 

20 honoring pool r u l e s t h a t r e q u i r e a 660-foot setback; do 

21 they not? 

22 A. My understanding i s some w e l l s are at 330, some 

23 w e l l s are at 660. 

24 Q. Can you g ive us any more i n f o r m a t i o n on that? 

25 Approximate ly how many w e l l s are we t a l k i n g about? 
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1 A. So Encana has d r i l l e d 40 to 50 we l l s so f a r 

2 w i t h i n the Gallup but only one w e l l , obviously, w i t h i n 

3 the Pinon U n i t . 

4 Q. No, but as f a r as the h o r i z o n t a l w e l l s , say, 50 

5 or 60 wells? 

6 A. I'd say 40 or 50, yes. 

7 Q. 40 or 50. 

8 And you can't give us a number, I suppose, 

9 but a good many of those were d r i l l e d honoring the 

10 660-foot setback rules? 

11 A. Yes. We abide by the pool r u l e s . 

12 Q. And have you come t o the Commission t o ask that 

13 those pool r u l e s w i t h 660 setbacks be developed and 

14 those w e l l s be modified? 

15 A. My understanding, yes, we have. 

16 Q. You have such an a p p l i c a t i o n ? 

17 A. I do not, no. That's out of my realm. I'm a 

18 r e s e r v o i r engineer, and r e g u l a t o r y and land deal w i t h 

19 t h a t . 

20 Q. What can you t e l l the D i v i s i o n w i l l be the 

21 design of your f r a c t u r e s t i m u l a t i o n s on h o r i z o n t a l wells 

22 t h a t w i l l be developed i n t h i s u n i t ? 

23 A. When you say design, l i k e what -- how detailed? 

24 MR. RANKIN: Again, I object t o the 

25 question because, you know, we1 re here f o r approval of 
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1 the u n i t agreement, and w i t h respect t o the s p e c i f i c 

2 w e l l s , i t ' s beyond the scope of the a p p l i c a t i o n and 

3 beyond the scope of what we1 re seeking approval f o r 

4 here. 

5 MR. GALLEGOS: But, Mr. Examiner, they're 

6 seeking t o change a pool r u l e from 660 fe e t t o 330 f e e t , 

7 and t h i s goes e x a c t l y t o the question of communication 

8 e f f e c t on o f f s e t t i n g acreage. 

9 Q. (BY MR. GALLEGOS) So what I'm asking about i s 

10 what i s the design of your s t i m u l a t i o n s . Let's take the 

11 ones i n Sandoval County. How many pounds of sand --

12 A. Well, I'm not going t o get i n t o s p e c i f i c s of 

13 how many pounds of sand, but one t h i n g t o note i s th a t 

14 t h i s B i s t i Lower Gallup i s 330 setback. So we're 

15 combining a 330 e x i s t i n g setback w i t h a 660 and going by 

16 the o i l pool setback. So your comment t h a t i t ' s a l l 660 

17 i s not accurate. You know, again, 330 - - some of i t ' s 

18 330, and some f a l l s i n t o the 660 p o r t i o n of the r u l e s . 

19 Q. So what you 1 re saying i s you're r e a l l y 

20 i n d i f f e r e n t t o any of the r e s t of t h i s i n t e r v a l because 

21 you're j u s t going d i r e c t t o the Gallup, and t h a t ' s 

22 already 330, so the D i v i s i o n can f o r g e t about the r e s t 

23 of the i n t e r v a l ? 

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

25 Q. Well, what can you t e l l us about rep o r t s of 
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1 communication w i t h o f f s e t t i n g acres t h a t has occurred i n 

2 the Sandoval County h o r i z o n t a l wells developed by 

3 Encana? 

4 EXAMINER DAWSON: Mr. Gallegos, I don't 

5 t h i n k t h a t ' s a f f i l i a t e d - - or r e l a t e d or relevant t o 

6 t h i s hearing. I t h i n k the hearing i s more relevant to 

7 what's requested by the operator, and I don't t h i n k 

8 t h a t ' s a relevant question. 

9 MR. GALLEGOS: Well, I understand your 

10 view, but I disagree when we're t a l k i n g about 

11 communication. That's why you have setback r u l e s , f o r 

12 the p r o t e c t i o n of o f f s e t t i n g r e s e r v o i r s . That's the 

13 very purpose. So i f we have some idea of what can be 

14 expected, then i t ' s p e r t i n e n t t o the D i v i s i o n , and 

15 t h a t ' s why I'm asking the question. 

16 MR. RANKIN: I would object t o the 

17 question, Mr. Examiner. I t h i n k i t goes beyond the 

18 scope of s p e c i f i c i n c i d e n t s t h a t may have occurred i n 

19 the past i n areas, d i f f e r e n t geology, d i f f e r e n t 

20 completion. 

21 As t e s t i f i e d by Mr. Camper, i t has not been 

22 decided how they're going t o complete these w e l l s , and 

23 they're not here t o seek approval f o r any s p e c i f i c 

24 completions. Simply, the a p p l i c a t i o n requests the 

25 formation of a u n i t and establishment of the st a t e 
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1 d e f a u l t r u l e f o r the 3 30 - f o o t setbacks f o r o i l p o o l s . 

2 So t h e q u e s t i o n i n g i s o u t s i d e t h e scope o f what we1 re 

3 s e e k i n g here. 

4 MR. GALLEGOS: W e l l , Mr. Examiner, I ' l l 

5 j u s t make t h i s comment. To come b e f o r e t h i s D i v i s i o n , 

6 ask f o r a change i n t h e setbac k r u l e s and be u n w i l l i n g 

7 t o p r o v i d e any i n f o r m a t i o n as t o why t h a t ' s j u s t i f i e d 

8 c o n c e r n i n g t h e r i s k t o o f f s e t t i n g acreage, you would 

9 expect t h a t t h e A p p l i c a n t would come f o r w a r d and say: 

10 Here's what our p l a n i s . Here's what we're d o i n g , and 

11 here's what t h e e f f e c t w i l l be and not w i l l be. To say, 

12 Oh, w e l l , i g n o r e i t because t h e y ' r e p r o p o s i n g a u n i t be 

13 formed, we don't propose -- we don 1 1 oppose t h e 

14 f o r m a t i o n o f the u n i t . I n f a c t , we encourage i t . I n 

15 t h e San Juan Basin, i t ' s c e r t a i n l y needed, but my 

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

17 EXAMINER DAWSON: I t h i n k we c o u l d s u s t a i n 

18 t h e ob j e c t i o n and a l l o w you t o make a statement i n 

19 c l o s i n g argument. j 
1 

20 MR. GALLEGOS: I have no f u r t h e r q u e s t i o n s . j 

21 CROSS-EXAMINATION 

2 2 BY EXAMINER DAWSON: 

23 Q. Good morning, Mr. Camper. On the w e l l t h a t was 

24 d r i l l e d , t h e Good Times w e l l , d i d Encana d r i l l t h a t 

25 w e l l ? 
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1 A. We d i d , yes. 

2 Q. Can you t e l l me about t h a t w e l l , how i t ' s 

3 performing t o t h i s date and when i t was d r i l l e d ? 

4 A. As f a r as rates and so f o r t h ? 

5 Q. Yes. 

6 A. So the r a t e s , I mean, on t h a t w e l l are anywhere 

7 from 160 t o 170 b a r r e l s of o i l , and c u r r e n t l y , you know, 

8 no forecast on i t . I can't give you the forecast on i t , 

9 but c u r r e n t l y i t ' s down t o maybe 50, 60 b a r r e l s per day. 

10 That can a l l be obtained through the State Website f o r 

11 production, sold and so f o r t h . 

12 Q. Do you know roughly how many b a r r e l s t h a t w e l l 

13 has cumulatively produced? 

14 A. Off the top of my head, I do not. 

15 MR. RANKIN: Mr. Examiner, j u s t t o 

16 i n t e r j e c t here, I can r e c a l l one of our p r i o r witnesses 

17 t o f u r t h e r address the current s t a t u s of tha t w e l l . 

18 EXAMINER DAWSON: Okay. 

19 MR. RANKIN: I f t h a t ' s appropriate, I'd 

20 l i k e t o address t h a t . She can address the way t h a t w e l l 

21 i s doing. I t h i n k t h a t would be h e l p f u l . 

22 EXAMINER DAWSON: Okay. We might c a l l her 

23 back f o r those questions. 

24 Q. (BY EXAMINER DAWSON) Do you a n t i c i p a t e t h a t 

25 some of these w e l l s d r i l l e d w i t h i n the u n i t i z e d i n t e r v a l 
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1 w i l l be dual-stacked or t r i p l e - stacked l a t e r a l s ? 

2 A. At t h i s p o i n t i n time, we do not a n t i c i p a t e 

3 t h a t , but as we l e a r n more about the r e s e r v o i r w i t h i n 

4 the u n i t ~- w i t h i n the u n i t , t h a t could be an optio n . 

5 But as of r i g h t now, the plan i s to d r i l l one w e l l i n 

6 the Gallup, and t h a t ' s t h a t . But again, i t ' s always on 

7 the t a b l e depending on what we r e a l i z e when we do a l l 

8 our science and so f o r t h about the other i n t e r v a l s . 

9 Q. Do you a n t i c i p a t e t h a t i f you have a 

10 dual- stacked or t r i p l e - s t a c k e d w e l l w i t h i n the Gallup 

11 Formations, w i t h i n the sands, t h a t there w i l l not be any 

12 issues w i t h cross - flow, since you t h i n k the r e s e r v o i r s 

13 are p r e t t y much the same w i t h pressures and --

14 A. Yeah. I do not t h i n k t h a t - - I do not 

15 a n t i c i p a t e any issues w i t h cross-flow even w i t h stacked 

16 l a t e r a l s . 

17 Q. The pressures are s i m i l a r ? 

18 A. The pressure i s the same. 

19 Q. The g r a v i t y and the o i l are s i m i l a r , so we 

20 have, b a s i c a l l y , more or less, one pool? 

21 A. That i s c o r r e c t . Yeah. The gradients are 

22 s i m i l a r , so obviously your pressures w i l l be a l i t t l e 

23 b i t d i f f e r e n t j u s t based on the depth you go up. But as 

24 f a r as the gradient of the f l u i d i n the r e s e r v o i r , i t ' s 

25 c o n s i s t e n t . 
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Q. Do you a n t i c i p a t e i n the f u t u r e t h a t you may 

have a dual l a t e r a l ; one may be possible i n the Gallup 

and one i n the Greenhorn? 

A. That could be a p o s s i b i l i t y . 

Q. But you f e e l t h a t the pressures and the 

gradients w i t h i n the Gallup and the Greenhorn are p r e t t y 

s i m i l a r , too? 

A. That's c o r r e c t . Gradients are s i m i l a r . 

Q. Within the other shales? 

A. Yes. 

Q. Do you have a f e e l i n g whether a 330 versus 

660-foot setbacks, which one may adequately d r a i n the 

re s e r v o i r ? 

A. For o i l w e l l s , I would t h i n k t h a t a 330-foot 

setback would be the most adequate way t o d r a i n the 

r e s e r v o i r . 

Q. And you r e a l l y can't answer any questions 

regarding communication at t h i s time because there 

hasn't been any w e l l s d r i l l e d i n the area? 

A. Yeah. We only have t h a t one w e l l w i t h i n the 

area. 

Q. So you r e a l l y c a n ' t answer any ques t ions . 

A. I c a n ' t . 

24 Q. That w e l l had no communication - -

25 A. Yeah. I c a n ' t answer t h a t . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
5d77e5a1-8285-4dc9-a71f-15eeefda1cee 



Page 72 

1 Q. A l l r i g h t . I have no f u r t h e r q u e s t i o n s . I ' m t 

2 sorry. One more question. j 

3 Do you f e e l t h a t the u n i t w i l l be f u l l y j 

4 developed w i t h e i t h e r lay-downs, stand-ups, diagonals or 

5 transverse? You know, you t h i n k t h a t you'11 ev e n t u a l l y 

6 get t o f u l l development w i t h i n the boundaries? 

7 A. With t h i s being an ex p l o r a t o r y u n i t , the goal 

8 i s t o develop t h i s -- t h i s whole u n i t , but as we go j 

9 through, you know, economics, you know, w i l l determine j 

10 t o a c e r t a i n extent of how we develop the acreage as f a r j 

11 as l a t e r a l lengths and so f o r t h . 

12 Q. Do you a n t i c i p a t e t h a t there w i l l be any f u t u r e 

13 v e r t i c a l w e l l s d r i l l e d w i t h i n the u n i t ? 

14 A. I do not a n t i c i p a t e t h a t . 

15 Q. So on the corners of the u n i t , you t h i n k you 

16 can - - there w i l l be no strand reserves l e f t w i t h i n the | 

17 u n i t i z e d area? 

18 A. I don't a n t i c i p a t e t h a t . With the f a c t t h a t we 

19 don't have a f u l l development plan c u r r e n t l y t h a t we're 

20 100 percent sold on, I can't answer t h a t 100 percent, 

21 but I would a n t i c i p a t e we're going t o put l a t e r a l s i n 

22 there t o e f f e c t i v e l y d r a i n the 8,000 acres. 

23 Q. No f u r t h e r questions. Thank you, Mr. Camper. 

24 MR. RANKIN: Mr. Examiner, j u s t a few 

25 questions on r e d i r e c t . 
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1 EXAMINER DAWSON: Okay. 

2 REDIRECT EXAMINATION 

3 BY MR. RANKIN: 

4 Q. Mr. Camper, j u s t a few questions. 

5 Are you aware of any r u l e s under the State 

6 O i l Conservation D i v i s i o n r u l e s or other r e g u l a t i o n s 

7 t h a t govern where a f r a c t u r e may be located w i t h i n the 

8 approved setback locations? 

9 A. No. 

10 Q. So as long as completions are w i t h i n the 

11 approved setbacks, an operator i s i n compliance w i t h the 

12 r u l e s , correct? 

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

14 Q. And so are you f a m i l i a r w i t h the company th a t 

15 Mr. Gallegos i s here representing today? 

16 A . I am not. 

17 Q. Are you aware t h a t the company i s w i t h i n one of 

18 the o f f s e t t i n g pools? 

19 A. Yes, I do [ s i c ] . 

2 0 Q. Are you aware t h a t h i s company has t h e b e n e f i t 

21 o f t h e 3 3 0 - f o o t se tback? 

2 2 A. Yes. 

23 Q. So Mr . G a l l e g o s and t h e company h e ' s 

24 r e p r e s e n t i n g has t he b e n e f i t o f making c o m p l e t i o n s up t o 

25 t h e 3 3 0 - f o o t s e tback l i n e i n h i s p o o l ; i s t h a t c o r r e c t ? 
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1 A. I would assume they would take advantage of 

2 t h a t , yes. 

3 Q. And tha t pool i s a c t u a l l y w i t h i n the proposed 

4 u n i t area; i s t h a t correct? 

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

6 Q. And th a t pool area i s w i t h i n the same v e r t i c a l 

7 i n t e r v a l of your proposed u n i t area, correct? 

8 A. As f a r as w i t h i n the Gallup they're producing 

9 from? 

10 Q. ( I n d i c a t i n g . ) 

11 A. I would assume so, e s p e c i a l l y i n t h i s area w i t h 

12 the B i s t i f i e l d j u s t n o r t h of our acreage. 

13 Q. And what Encana i s seeking here i s j u s t f o r the 

14 same setback requirements f o r i t s e l f ; i s t h a t correct? 

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

16 Q. And you j u s t touched on t h i s a l i t t l e b i t , but 

17 I want t o make sure i t ' s c l e a r f o r the record. I n your 

18 opinion, would waste r e s u l t f o r development of the o i l 

19 w e l l s i n t h i s proposed u n i t area i f you do not have 

20 330-foot setbacks? 

21 A. Yes. I f we do not have 33 0 - f o o t setbacks, yes, 

22 we would have waste. 

2 3 Q. Thank you, Mr. Camper. I have no f u r t h e r 

24 questions. 
25 EXAMINER DAWSON: Do you have any recross, 
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1 Mr. Gallegos? 

2 MR. GALLEGOS: No, I do not. Thank you. 

3 EXAMINER DAWSON: At t h i s time, the witness 

4 w i l l be excused. Thank you, Mr. Camper. 

5 MR. RANKIN: Thank you, Mr. Examiner. I 

6 have no f u r t h e r questions, no f u r t h e r witnesses. 

7 EXAMINER DAWSON: Do you have a c l o s i n g 

8 statement? 

9 CLOSING STATEMENT 

10 MR. RANKIN: Mr. Examiner, I did n ' t prepare 

11 a c l o s i n g statement, but j ust t o sum up what you've 

12 heard today, today what we're seeking i s an a p p l i c a t i o n 

13 f o r the formation of a u n i t l i m i t e d t o a c e r t a i n depth 

14 w i t h i n the -- from 10 0 f e e t below the Mancos down t o the 

15 Greenhorn Shale, and also t o combine the e x i s t i n g pools 

16 i n t o one pool, which would be l i m i t e d t o h o r i z o n t a l 

17 development only. 

18 And as t o the testimony you've heard today, 

19 uncontroverted i s t h a t the -- i n order t o e f f e c t i v e l y 

2 0 produce t h a t u n i t area, we need t o have 33 0 - foot 

21 setbacks, which i s already e x i s t i n g i n p o r t i o n s of the 

22 pool surrounding -- w i t h i n the proposed u n i t area. And 

23 i n order f o r t h i s e x p l o r a t o r y u n i t t o be e f f e c t i v e and 

24 e f f i c i e n t l y drained, the o i l , which i s what the 

25 a n t i c i p a t e d production would be, we need t o have those 
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1 330-foot setbacks. 

2 Moreover, as you 1ve j u s t heard from 

3 Mr. Camper, there i s no i n d i c a t i o n t h a t any of the 

4 t e c h n i c a l c h a r a c t e r i s t i c s of the hydrocarbons w i t h i n 

5 these proposed pools are incompatible i n any way, nor 

6 are there any concerns about the pressure gradients 

7 w i t h i n the proposed pools, and, th e r e f o r e , combination 

8 of these pools i n t o one w i t h the 330-foot setbacks i s i n 

9 the most i n t e r e s t of p r o t e c t i n g c o r r e l a t i v e r i g h t s , 

10 preventing waste and proceeding w i t h production i n t h i s 

11 area. 

12 CLOSING STATEMENT 

13 MR. GALLEGOS: Mr. Examiner, t o begin w i t h , 

14 as f a r as Pro's concerned, there's no i n t e n t i o n t o take 

15 advantage of the 330-foot setback. That's a red 

16 h e r r i n g . I f there i s any Gallup development, i t can 

17 h a p p i l y be done w i t h a 660-foot setback or whatever i s 

18 r e q u i r e d . 

19 Let me p o i n t out what the s i t u a t i o n i s . I n 

20 2008, the Commission defined the Mancos Shale pool 

21 660 - f o o t setbacks reasonable and appropriate. I t 

22 p r o t e c t s the c o r r e l a t i v e r i g h t s of o f f s e t t i n g owners. 

23 So now Encana comes forward and poi n t s t o 

24 the 330-foot setback r u l e t h a t has no analogous 

25 connection w i t h what i s proposed here. The 330-foot 
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1 setback came, as we pointed out, i n 1976, i n connection 

2 w i t h 40-acre o i l w e l l spacing. I t ' s a t o t a l l y d i f f e r e n t 

3 s i t u a t i o n , and i t ' s t o t a l l y d i f f e r e n t as t o what the 

4 development of those w e l l s would be and the i n t e n s i t y of 

5 the s t i m u l a t i o n and the technology i n the 1970s, when 

6 now you're t a l k i n g about the k i n d of h o r i z o n t a l 

7 development intense s t i m u l a t i o n s t h a t we know are 

8 performed i n connection w i t h these h o r i z o n t a l w e l l 

9 developments. 

10 So the 330-foot setback i s an ab e r r a t i o n 

11 when i t ' s a p p l i e d t o what the circumstance i s here. And 

12 i f the idea i s u n i f o r m i t y , u n i f o r m i t y f o r r e p o r t i n g 

13 purposes, u n i f o r m i t y f o r other purposes, 660 provides 

14 u n i f o r m i t y , and t h a t ' s the Mancos Shale setback, and 

15 t h a t ' s included. I'm not sure why t h a t i s included i n 

16 the i n t e r v a l , but i t i s . And i f t h a t ' s the case, you 

17 achieve u n i f o r m i t y - - we're only t a l k i n g about moving 

18 away from o f f s e t t i n g acreage, you know, one f o o t b a l l 

19 f i e l d f a r t h e r away from i t t o have 660 f e e t . 

2 0 So to come forward and say, Oh, we've got 

21 330 f e e t and ignore the circumstance of t h a t 40-acre 

2 2 spacing and t h a t circumstance i s j u s t i n a p p r o p r i a t e . 

23 What the D i v i s i o n ' s duty and o b l i g a t i o n i s 
24 here i s t o allow development --'and t h a t ' s f i n e , and 

25 t h a t can be developed obviously on 660-foot spacing --
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and at the same time p r o t e c t the c o r r e l a t i v e r i g h t s of 

2 o f f s e t t i n g owners. 

3 So we encourage the formation of the u n i t . 

4 We have no problem w i t h t h a t . We j u s t simply say, Let's 

5 keep the s t i m u l a t i o n process, the development of the 

6 r e s e r v o i r at a distance, where we can h o p e f u l l y avoid 

7 

8 

communication and drainage of o f f s e t t i n g acreage. And 

tha t would be w i t h a 660-foot uniform setback 

9 requirement. 

10 EXAMINER DAWSON: So the Mancos pool t h a t 

11 you're speaking of, are you t a l k i n g about the Mancos gas 

12 pool? 

13 MR. GALLEGOS: I'm t a l k i n g about the Mancos 

14 Shale o i l pool --

15 EXAMINER DAWSON: I t ' s 660 from the Mancos 

16 gas pool? 

17 MR. GALLEGOS: Yes, s i r . I t ' s the Mancos 

18 Shale. I t i s the gas pool. Yeah, i t i s a gas pool. 

19 Yeah. 

20 EXAMINER DAWSON: I j u s t wanted t o c l a r i f y 

21 t h a t . 

22 MR. GALLEGOS: Yeah. 

23 EXAMINER DAWSON: Anything f u r t h e r ? 

24 MR. GALLEGOS: No. Thank you. 

25 EXAMINER DAWSON: Okay. I f you could j u s t 
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1 p l e a s e p r o v i d e c o n c l u s i o n s and f i n d i n g s w i t h i n two weeks 

2 f r o m t h i s day, w h i c h w i l l be June 1 2 t h , 2014, and a l s o 

3 p l e a s e p r o v i d e a p roposed o r d e r - - d r a f t o r d e r w i t h i n 

4 two weeks o f t h i s d a t e , w h i c h i s , a g a i n , June 1 2 t h , 

5 2014 . 

6 T h i s case w i l l be t a k e n under adv i sement , 

7 and t h i s c o n c l u d e s t o d a y ' s h e a r i n g f o r Case Number 

8 15154 . 

9 (Case Number 15154 c o n c l u d e s , 11:17 a .m.) 
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