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

8:39 a.m.: 

EXAMINER JONES: And l e t ' s c a l l Case 13,612, 

A p p l i c a t i o n of BP America, Incorporated, f o r an exception 

t o the w e l l d e n s i t y requirements f o r the Blanco-Mesaverde 

Gas Pool, San Juan County, New Mexico. 

C a l l f o r appearances. 

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

W i l l i a m F. Carr w i t h the Santa Fe o f f i c e of Holland and 

Hart, L.L.P. We represent BP America Production Company i n 

t h i s case, and I have one witness. 

I would request a t t h i s time t h a t the D i v i s i o n 

a l s o c a l l Cases 13,613 and 13,614. The cases i n v o l v e 

s i m i l a r f a c t u a l issues, and although we i n t e n d t o review 

each of the subject spacing u n i t s i n d i v i d u a l l y , i t would 

save some time t o present them a t one time, and we would 

request t h a t they be consolidated and separate orders 

entered. 

EXAMINER JONES: Okay, any other appearances i n 

t h a t p a r t i c u l a r case? 

We'll also c a l l Case 13,613 and Case 13,614. 

They are both the A p p l i c a t i o n of BP America, Inco r p o r a t e d , 

f o r an exception t o the w e l l d e n s i t y requirements f o r the 

Blanco-Mesaverde Gas Pool, San Juan County, New Mexico. 

And l e t ' s consolidate these t h r e e cases f o r 
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hearing, and we'll enter separate orders f o r each of these 

cases. 

MR. CARR: And our witness i s B i l l Hawkins, and I 

believe he needs t o be sworn. Have you been? 

MR. HAWKINS: No, not yet. 

EXAMINER JONES: Yes, please stand t o be sworn. 

(Thereupon, the witness was sworn.) 

BILL HAWKINS. 

the witness herein, a f t e r having been f i r s t duly sworn upon 

his oath, was examined and t e s t i f i e d as follows: 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you state your name f o r the record, please? 

A. I t ' s James William Hawkins, I go by B i l l . 

Q. Mr. Hawkins, where do you reside? 

A. I reside i n Golden, Colorado. 

Q. By whom are you employed? 

A. I'm employed by BP. 

Q. And what i s your position with BP America 

Production Company? 

A. I'm a petroleum engineer and I handle our 

regulatory a f f a i r s f o r the San Juan Basin. 

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

Mexico O i l Conservation Division and had your credentials 

as a petroleum engineer accepted and made a matter of 
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record? 

A. I have. 

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

each of these consolidated cases? 

A. Yes, I am. 

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

Blanco-Mesaverde Gas Pool and the w e l l s t h a t are the 

sub j e c t of t h i s hearing? 

A. Yes, I am. 

MR. CARR: We tender Mr. Hawkins as an expert i n 

petroleum engineering. 

EXAMINER JONES: Mr. Hawkins i s q u a l i f i e d as an 

expert petroleum engineer. 

Q. (By Mr. Carr) Mr. Hawkins, would you b r i e f l y 

summarize f o r the Examiner what BP seeks w i t h these 

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

A. BP seeks the approval f o r an exception t o the 

Mesaverde r u l e s r e q u i r i n g c e r t a i n d e n s i t y requirements. 

The Mesaverde has requirements t h a t allow up t o f o u r w e l l s 

t o be d r i l l e d i n a spacing u n i t , but th e r e are some nuances 

t h a t say you can only have one w e l l i n each — or no more 

than one w e l l i n each quarter quarter and no more than two 

w e l l s i n each quarter s e c t i o n . 

And i n t h i s case, i n each of these cases, we 

ended up w i t h three w e l l s i n a quarter s e c t i o n , and we have 
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shut one of those w e l l s i n so t h a t we are c u r r e n t l y i n 

compliance, but we'd l i k e the a b i l i t y t o r e t u r n those w e l l s 

t o production. 

Q. Mr. Hawkins, a year ago you appeared before Mr. 

Jones w i t h a s i m i l a r a p p l i c a t i o n , d i d you not? 

A. Yes. 

Q. BP had too many w e l l s i n a q u a r t e r q u a r t e r 

section? 

A. I n a quarter s e c t i o n , t h a t ' s c o r r e c t . 

Q. And a t t h a t hearing you were — i t was suggested 

t h a t you i n v e n t o r y p r o p e r t i e s , BP p r o p e r t i e s , t o assure you 

had no more of these; i s t h a t r i g h t ? 

A. That's r i g h t . 

Q. And you have done tha t ? 

A. Yes, we have. 

Q. And you have three? 

A. These are the t h r e e . 

Q. And so t h a t ' s why we are back here today, t o 

address each of those i n d i v i d u a l s i t u a t i o n s , c o r r e c t ? 

A. Yes. 

Q. You i n d i c a t e d t h a t the spacing f o r the Blanco-

Mesaverde Gas Pool was 320-acre spacing. I n f a c t , when 

they a l l o w f o u r w e l l s on those u n i t s , they r e q u i r e t h a t 

they be two i n each quarter s e c t i o n and t h a t the w e l l s i n 

the q u a r t e r s e c t i o n be i n d i f f e r e n t q u a r t e r q u a r t e r 
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se c t i o n s ; i s t h a t correct? 

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

Q. Let's go t o the e x h i b i t s f o r the f i r s t w e l l . 

I t ' s marked BP E x h i b i t Number 1 f o r the Gartner A Number 2B 

w e l l . Would you i d e n t i f y t h a t f o r the Examiner? 

A. Yes. Well, E x h i b i t Number 1 i s the packet t h a t 

we put together regarding the Gartner w e l l s . We have f o u r 

tabs here, and we can — I can walk you through these. 

Q. On the cover of the e x h i b i t you i d e n t i f y one of 

the w e l l s , the Gartner A Well Number 2B. 

A. Yes. 

Q. Why have you i d e n t i f i e d t h a t i n d i v i d u a l w e l l ? 

A. This i s the w e l l t h a t has been shut i n , i n order 

t o stay i n compliance w i t h the Mesaverde requirements. 

Q. And i f your A p p l i c a t i o n i s granted, t h a t w e l l 

would be returned t o production; i s t h a t c o r r e c t ? 

A. Yes. 

Q. What i s behind Tab 1 i n t h a t e x h i b i t packet? 

A. Tab 1 i s a copy of the A p p l i c a t i o n t h a t was f i l e d 

f o r t h i s case, as w e l l as a l i s t of the — on E x h i b i t A, 

the n o t i f i c a t i o n l i s t f o r the A p p l i c a t i o n , and then the 

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

Q. Behind t h a t we have Tab 2. What's behind t h a t 

tab? 

A. Tab 2, we have a couple of p l a t s . The f i r s t p l a t 
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h i g h l i g h t s i n a darker orange c o l o r the spacing u n i t t h a t ' s 

i n question here w i t h the Gartner w e l l s , and then the 

surrounding spacing u n i t s t h a t are h i g h l i g h t e d i n yel l o w 

are the spacing u n i t s t h a t BP operates. So the spacing 

u n i t s t h a t are not operated by BP are j u s t shown i n blank, 

no h i g h l i g h t e d c o l o r , and the ones t h a t o f f s e t t h i s Gartner 

spacing u n i t are operated by B u r l i n g t o n Resources. 

Q. And B u r l i n g t o n i s the only o f f s e t t i n g operator? 

A. Yes. 

Q. And ConocoPhillips i s a partner i n some of those 

w e l l s — 

A. Yes — 

Q. — i s t h a t r i g h t ? 

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

Q. Let's go t o the next page. I t ' s a b e t t e r 

e x h i b i t , i t ' s an enlargement of the s e c t i o n . And would you 

review t h i s e x h i b i t ? 

A. This i s j u s t an enlargement of the Section 28, 

and again you can see the spacing u n i t on the east h a l f i s 

the one t h a t we're concerned w i t h . 

What I ' d l i k e t o do i s j u s t k i n d of b r i e f l y run 

through the h i s t o r y of t h i s spacing u n i t . The Gartner 

Number 2 w e l l was the f i r s t w e l l i n , and i t ' s up i n the 

n o r t h h a l f . I t was d r i l l e d i n 1951 and produced u n t i l 1998 

i n t he Blanco-Mesaverde, and then we had some r e p a i r — or 
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casing-leak problems with the w e l l , and the we l l was shut 

i n . 

The Gartner Number 2A was the f i r s t spacing — 

f i r s t i n f i l l w e l l , and i t ' s d r i l l e d down i n the southern 

h a l f of the spacing u n i t . And then i n — 

Q. That well was d r i l l e d i n 1977? 

A. 1977. 

Q. Okay, and the t h i r d w e l l , or the second i n f i l l 

w e l l , i s which one? 

A. Yeah, the second i n f i l l w e l l was the Gartner 

Number 2R, and t h i s was a high-angle horizontal w e l l t h a t 

we d r i l l e d i n 1994. We did ask f o r some special r e l i e f i n 

order t o be able t o d r i l l that well/and produce a l l t h r e e ^ \ 

,/wells concurrently, and we were given that approval by the -

Division. 

And then the l a s t well to be d r i l l e d was the 

Gartner A Number 2B. This well was d r i l l e d i n 2002, at 

about the same time that we received a demand from the BLM 

to return the Gartner Number A2 back t o production. And 

unfortunately, we d r i l l e d the Gartner A Number 2B and then 

did return the Gartner Number A2 back t o production, which 

brought us into the problem of having three wells i n the 

north h a l f . We didn't r e a l l y discover th a t u n t i l more 

recently. We shut the well i n i n 2005 and have come here. 

Q. What's behind Tab 3? 

STEVEN T. BRENNER, CCR 
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A. Tab 3 has some of the forms. I n t h i s case we 

have the p l a t t h a t was submitted f o r the Gartner A Number 

2B — t h a t was the l a s t w e l l t h a t was d r i l l e d — j u s t 

showing i t was approved i n February of 2002. And then we 

have the APD — or submitted i n February, 2002. Following 

t h a t we have the APD t h a t was sent t o the BLM, and i t was 

approved i n A p r i l of 2002. 

Q. And the l a s t document behind Tab 3? 

A. And i t ' s a copy of a l e t t e r t h a t references the 

th r e e w e l l s t h a t we were allowed t o produce i n the 

Mesaverde before the 80-acre spacing was approved. 

Q. And what was the order number t h a t approved those 

t h r e e wells? 

A. I t h i n k i t ' s Order R-10,108 and Order 10,108-A. 

Q. Let's go t o the now production i n f o r m a t i o n 

contained behind Tab 4. 

A. And we have fo u r production p l o t s f o r the w e l l s 

t h a t were d r i l l e d i n t h i s spacing u n i t . 

The f i r s t one here, the Gartner Number A2, does 

have some designation. You can see probably a t the end of 

1997, f i r s t of 1998, the w e l l dropped o f f p r o d u c t i o n less 

than 100 MCFD. And i t does show t h a t t h e r e was a couple of 

t e s t s here or some water or something t h a t was produced, 

but b a s i c a l l y the w e l l was shut i n , you know, from t h a t 

p e r i o d of time, 1998, t i l l 2001, when we s t a r t e d l o o k i n g a t 

STEVEN T. BRENNER, CCR 
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r e p a i r — or 2002, excuse me. We d i d a r e p a i r on the 

casing and then p e r f o r a t e d and f r a c ' d some a d d i t i o n a l 

Mesaverde i n t e r v a l and brought i t back on pr o d u c t i o n , and 

i t ' s c u r r e n t l y producing around 200 MCFD. 

On the second page, the Gartner Number 2A has 

produced, and i t ' s c u r r e n t l y making j u s t under 200 MCFD. 

The Number 2R i s the h o r i z o n t a l w e l l t h a t has — 

i t ' s producing about 250 MCFD, maybe a l i t t l e b e t t e r . 

And then the Gartner A 2B was shut i n a t about 

100 MCFD or maybe a l i t t l e more than t h a t , and t h a t ' s what 

we would expect t o r e t u r n the w e l l t o , t o s u s t a i n 

p r o d u c t i o n of 100 or 150 MCFD. 

Q. Mr. Hawkins, on t h i s spacing u n i t BP operates 

f o u r Mesaverde wells? 

A. Yes. 

Q. And the r u l e s authorize t h a t many wells? 

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

Q. But when you r e t u r n t h i s w e l l t o p r o d u c t i o n 

pursuant t o the BLM demand, you have too many of those 

w e l l s i n one quarter s e c t i o n ; i s t h a t c o r r e c t ? 

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

Q. Okay. Let's now go t o the i n f o r m a t i o n packet on 

the Hughes w e l l s . That's marked BP E x h i b i t Number 2. 

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

A. Yes, t h i s i s a s i m i l a r packet f o r t he east h a l f 

STEVEN T. BRENNER, CCR 
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of 19 of 29 and 8. I t has the Hughes wells. I t ' s a very 

s i m i l a r s i t u a t i o n t o the Gartner. One of the wells was o f f 

production. We d r i l l e d a fourth well — or a replacement 

w e l l , I guess, f o r that — that ended up i n the same 

quarter section, and then we had a demand from the BLM to 

return the Number 7 well — or return one of the wells back 

to production, and i t created the same kind of s i t u a t i o n . 

Q. And the Hughes LS Number 7 we l l i s the w e l l t h a t , 

i f t h i s Application i s granted, w i l l be allowed t o produce; 

i s t h a t r i g h t ? 

A. Yes, that's the well that we've curre n t l y shut 

i n . 

Q. Would you review the information behind the tabs 

i n t h i s exhibit? 

A. Si m i l a r l y , behind Tab 1 we have the Application, 

and the parties that were n o t i f i e d i n t h i s case, again, 

Burlington and ConocoPhillips. 

Behind Tab 2 we have a — two p l a t s . The one 

that's the nine-section p l a t that you can see h i g h l i g h t s 

the area, the east half of 19 i s shown with an orange 

boundary around the d r i l l i n g portion of the spacing u n i t , 

and the spacing units that are operated by BP are shown i n 

yellow. And i n t h i s case there are three spacing u n i t s 

t h a t are not operated by BP — they are a l l operated by 

Burlington — that are o f f s e t t i n g the Hughes spacing u n i t . 

STEVEN T. BRENNER, CCR 
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Q. L e t 1 s go t o the next page, and 1 1d ask you, 

working from t h i s page t o review the h i s t o r y of the 

development of the spacing u n i t . 

A. On the east h a l f of Section 19, the f i r s t w e l l 

t h a t was d r i l l e d was the Hughes B Number 2. That's shown 

up i n the n o r t h h a l f . 

The second w e l l , or the f i r s t i n f i l l w e l l t h a t 

was d r i l l e d , was the Hughes B Number 2A; i t was d r i l l e d i n 

1978. And t h a t ' s down i n the south h a l f . 

The Hughes Number 7 was d r i l l e d i n 1980. 

O r i g i n a l l y i t was d r i l l e d f o r the Basin-Dakota. The Dakota 

for m a t i o n was plugged and abandoned i n 2000, and t h i s w e l l 

was recompleted t o the Mesaverde, but i t d i d not produce 

and was l e f t shut i n . And then f o l l o w i n g a demand from the 

BLM, t h i s w e l l was re s t o r e d t o production i n the Mesaverde 

i n 2002. 

But i t has been shut i n since 2005 when we 

discovered t h a t the subsequent w e l l , the Hughes B Number 

2B, p e r m i t t e d i n 2001, d r i l l e d i n e a r l y 2002 as a 

d i r e c t i o n a l w e l l , a t the time when the Number 7 was s t i l l 

o f f and had not y e t been returned t o p r o d u c t i o n , and t h a t ' s 

what b a s i c a l l y created the problem i n the south h a l f . We 

ended up w i t h the Hughes 7 being r e s t o r e d t o p r o d u c t i o n i n 

the Mesaverde, and the Hughes B 2B, the long d i r e c t i o n a l 

w e l l , being d r i l l e d a t about the same time. 
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Q. So again what we have i s f o u r w e l l s , j u s t i n the 

wrong qu a r t e r — quarter s e c t i o n ; i s t h a t c o r r e c t ? 

A. That's c o r r e c t . We have not exceeded the t o t a l 

number of w e l l s t h a t the Rules would a l l o w f o r the 

Mesaverde, j u s t got them i n the wrong spots. 

Q. A l l r i g h t , l e t ' s go t o the m a t e r i a l behind Tab 3. 

A. The — We've got a sundry n o t i c e f o r the Hughes 

Number 7 w e l l . I t references conversation between the BLM 

and the NMOCD and the Aztec D i s t r i c t about b r i n g i n g t h i s 

w e l l back onto production. This was when the w e l l was shut 

i n and we had t o do some r e p a i r work t o r e t u r n the B7 t o 

p r o d u c t i o n . And t h i s n o t i c e of i n t e n t was approved i n June 

of 2002. 

The second — the next page a f t e r t h a t i s 

r e l a t i n g t o the Hughes B Number 2B. That was the long 

d i r e c t i o n a l w e l l t h a t we d r i l l e d . I t was p e r m i t t e d i n l a t e 

2001, before t h i s other w e l l was returned t o p r o d u c t i o n and 

approved by the BLM i n e a r l y 2002. So i t j u s t shows some 

of the — references some of the dates, and approvals f o r 

the two w e l l s t h a t k i n d of created the problem a t about the 

same time. 

Q. A l l r i g h t , l e t ' s go t o the p r o d u c t i o n 

i n f o r m a t i o n . 

A. And we have the production from the f o u r w e l l s on 

the back. The f i r s t page shows the Hughes B2, j u s t shows 
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the p r o d u c t i o n , but i t was d r i l l e d i n 1952. I f — We j u s t 

have produ c t i o n shown since 1970, but i t ' s s t i l l making 

about 170 MCFD. 

The second page i s on the Hughes LS 2A. This 

w e l l was d r i l l e d i n 1978. I t ' s c u r r e n t l y producing about 

100, maybe a l i t t l e b e t t e r i n the l a s t t e s t t h a t ' s shown on 

t h i s , 100 MCFD. 

The t h i r d page i s on the Hughes 7; we recompleted 

the w e l l t o the Mesaverde i n 2000, but we were unable t o 

e s t a b l i s h production here u n t i l 2002. We d i d a — r e p a i r e d 

the casing leak and cleaned out f i l l and opened up the — 

got the Mesaverde producing, and i t ' s making about 100 

MCFD, c u r r e n t l y shut i n . 

And the l a s t w e l l would be the Hughes B 2B, t he 

d i r e c t i o n a l w e l l . I t ' s making j u s t over 100 MCFD, maybe 

120. 

Q. A l l r i g h t , Mr. Hawkins, l e t ' s go t o BP E x h i b i t 

Number 3, the i n f o r m a t i o n on the west h a l f of Section 14. 

A. Okay, the l a s t e x h i b i t i s s i m i l a r . I t ' s 

concerning the Mudge B Com 2A i n the west h a l f of Section 

14 of 31-11. The Mudge B Com 2A w e l l i s c u r r e n t l y shut i n , 

i n order t o be i n compliance w i t h the Mesaverde 

r e g u l a t i o n s . 

The f i r s t tab — I ' l l w a i t t i l l you — Have you 

got your e x h i b i t ? 
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EXAMINER JONES: Yeah. 

THE WITNESS: Okay, the f i r s t t a b i s s i m i l a r t o 

the o thers. I t has a copy of the A p p l i c a t i o n . I t includes 

the p a r t i e s t h a t were n o t i f i e d on E x h i b i t A on page 5 of 

t h a t . Those include B u r l i n g t o n , Conoco, the Moore Loyal 

T r u s t , George W i l l i a m Umbach, and the Robert Umbach Cancer 

Foundation. 

Q. (By Mr. Carr) Let's go t o the p l a t s behind Tab 

2. 

A. Okay, the f i r s t p l a t shows h i g h l i g h t e d i n k i n d of 

an orange c o l o r , i s the Mudge Com — or the Mudge spacing 

u n i t t h a t we're t a l k i n g about today. The spacing u n i t s 

h i g h l i g h t e d i n yellow are operated by BP. I n t h i s case 

th e r e i s only one spacing u n i t t h a t ' s adjacent t o the Mudge 

t h a t ' s operated by someone other than BP, and t h a t 1 s 

B u r l i n g t o n , i n Section 22. 

Q. Let's go t o the next p l a t and review the h i s t o r y 

of t he development of t h i s spacing u n i t . 

A. Okay, on the west h a l f of Section 14 the f i r s t 

w e l l t h a t was d r i l l e d i s the N e i l LS 5A i n the southern — 

on the very southern p o r t i o n of the w e l l — or of the 

spacing u n i t . I t was d r i l l e d i n 1953 and produced from the 

Mesaverde pools, plugged and abandoned i n 1956. 

The second w e l l t h a t was d r i l l e d i s up i n the f a r 

no r t h e r n p a r t of the spacing u n i t , the Mudge Com B Number 
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2A. I t was d r i l l e d i n 1979, and t h i s i s the w e l l t h a t 

produced but has been shut i n since June of 2005. 

The t h i r d — or the second i n f i l l w e l l , the t h i r d 

w e l l t o be d r i l l e d , was the Mudge Com B Number 2E. This i s 

down i n the southern h a l f of the spacing u n i t , k i n d of a 

replacement t h e r e — not a replacement, but another w e l l 

t h a t was, you know, producing from the Mesaverde t h e r e . I t 

a c t u a l l y was d r i l l e d t o the Dakota and then recompleted t o 

the Mesaverde i n 1993. 

The f o u r t h w e l l , the Mudge Com B Number 2, was 

d r i l l e d i n 2000 t o t e s t the Dakota. I t was recompleted i n 

t h a t year t o the Mesaverde. 

And then the l a s t w e l l , the Mudge Com B 2M, was 

d r i l l e d i n 2004 as a Mesaverde-Dakota t e s t . When we 

pe r m i t t e d t h i s w e l l , we — the Aztec D i s t r i c t t r i e d t o help 

us out. They found out t h a t we had thr e e w e l l s i n the 

nor t h e r n h a l f and sai d , Well, you can d r i l l i t but you have 

t o shut i n one of the other w e l l s . 

And we sai d , Well, l e t ' s j u s t r e v i s e our pl a n and 

w e ' l l d i r e c t i o n a l l y d r i l l t h a t w e l l t o across the s e c t i o n 

— the q u a r t e r - s e c t i o n l i n e , and get i t i n t o the south 

h a l f . And we d i d r e v i s e i t and d r i l l d i r e c t i o n a l l y , but we 

d i d n ' t get i t across the q u a r t e r - s e c t i o n l i n e . So we've 

kept t h a t w e l l on production, but we — and shut i n one of 

the w e l l s t h a t was not making q u i t e as much, but t h a t was 
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the problem, we j u s t — Even though we t r i e d t o catch the 

problem, we didn't get i t d r i l l e d across the section l i n e . 

Part of the reason fo r that — and we ' l l go t o 

Tab 3 and look at some of the spacing-unit information — 

when we f i r s t planned on d r i l l i n g t h i s w e l l , i t was going 

to be a v e r t i c a l w e l l , and we show the p l a t f o r the 

v e r t i c a l w e l l with the surface location on the f i r s t page. 

The APD that's behind that was approved by BLM, but hold 

f o r a change i n status. They caught th a t there were three 

wells. So we decided on the t h i r d page t o resubmit t h i s as 

a d i r e c t i o n a l w e l l , and we projected that we would 

d i r e c t i o n a l l y d r i l l i t i n t o the south h a l f of the spacing 

u n i t . 

Part of the problem here i s t h a t the spacing was 

— or i s 5460 feet long on t h i s western edge, and that 

created some d i f f i c u l t i e s . I think there was some mixup, 

maybe, on some of the d i r e c t i o n a l plans t o d r i l l t h a t w e l l . 

And f i n a l l y i t was approved by the BLM as a 

d i r e c t i o n a l w e l l , i t j u s t — we were unable t o get i t 

across the boundary. 

Q. A l l r i g h t , Mr. Hawkins, l e t ' s look at the 

production information on each of these wells. 

A. Okay, the f i r s t page i s a production p l o t f o r the 

Neil 5A. This i s also known as the Mudge Com B Number 2A. 

I t shows up i n the production reports under Nei l 5A. I t ' s 
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the w e l l that's currently shut i n . I t was making about 150 

MCFD before i t was shut i n . 

The Neil LS 5 was the f i r s t w e l l t h a t was d r i l l e d 

here. I t was abandoned i n 1996, so i t ' s no longer 

producing. 

The Mudge Com B 2E was — has both the Mesaverde 

and Dakota producing currently maybe 80 MCFD, a l i t t l e less 

than t h a t , maybe. 

And then the Mudge Com B 2 on the next page, 

producing about 150 MCFD. 

And the l a s t page, the Mudge Com B 2M, producing 

about 180 MCFD. 

Q. Mr. Hawkins, w i l l approval of these Applications 

impair the co r r e l a t i v e r i g h t s of any other operator i n the 

pool? 

A. No, i t w i l l not. 

Q. Each of the wells that we're t a l k i n g about here 

today i s at least a standard setback from the outer 

boundary of the dedicated spacing unit? 

A. That's correct. 

Q. We're not exceeding the density requirements i n 

any spacing unit? 

A. We're not exceeding the t o t a l number of we l l 

density, j u s t the — 

Q. You j u s t have them i n — 
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A. Some i n t e r n a l density issues, yeah. 

Q. Correct. Okay, when you look a t the p r o d u c t i o n 

i n f o r m a t i o n t h a t you've presented t o Mr. Jones, do you see 

any evidence of i n t e r f e r e n c e between these wells? 

A. Well, I don't t h i n k the w e l l s are i n t e r f e r i n g 

w i t h each other. The Mesaverde r e s e r v o i r i s f a i r l y w e l l 

depleted, so the r a t e s are not very h i g h , but I t h i n k a l l 

of the w e l l s are needed t o continue t o e f f i c i e n t l y deplete 

the r e s e r v o i r . 

Q. The w e l l s could have, i n f a c t , been l o c a t e d i n 

d i f f e r e n t q uarter sections and been t h i s f a r a p a r t , and i t 

s t i l l could have been approved? I mean, the w e l l s are not 

d r i l l e d on top of one another? 

A. No, they are not. 

Q. They're e f f e c t i v e l y d r a i n i n g the area? 

A. Yes, they are. 

Q. Would d e n i a l of t h i s A p p l i c a t i o n r e s u l t i n waste? 

A. I t d e f i n i t e l y would. These w e l l s would not be 

allowed t o be produced, we would have t o consider r e -

d r i l l i n g w e l l s a t a cost of maybe $700,000 a w e l l — 

Q. Are they producing incremental reserves? 

A. Yes. 

Q. Are the w e l l s , i f they're not allowed t o produce, 

are they l i k e l y t o f a l l on the OCD's i n a c t i v e w e l l l i s t ? 

A. C e r t a i n l y . 
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Q. And i f they're not approved, then you're going t o 

be l o o k i n g a t e i t h e r having too few w e l l s and then having 

t o i n c u r the a d d i t i o n a l d r i l l i n g costs, we are going t o be 

underdeveloped, w i t h a w e l l t h a t i s a good producing w e l l 

on the i n a c t i v e l i s t ? 

A. Yes. 

Q. Does BP plan t o d r i l l a d d i t i o n a l Mesaverde w e l l s 

on these spacing u n i t s ? 

A. Not i n these spacing u n i t s , these spacing u n i t s 

would be f u l l y developed w i t h these f o u r w e l l s t h a t e x i s t 

today. 

Q. Are E x h i b i t s 4 through 6 a f f i d a v i t s c o n f i r m i n g 

t h a t n o t i c e of these a p p l i c a t i o n s have been provided t o 

each of the i n t e r e s t owners i d e n t i f i e d i n E x h i b i t s 1 

through 3 — 

A. Yes. 

Q. — i n accordance w i t h D i v i s i o n Rules? 

A. Yes. 

Q. Were E x h i b i t s 1 through 6 e i t h e r prepared by you 

or compiled a t your d i r e c t i o n ? 

A. Yes, they were. 

MR. CARR: We move the admission i n t o evidence of 

BP America E x h i b i t s 1 through 6. 

EXAMINER JONES: E x h i b i t s 1 through 6 w i l l be 

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

examination of Mr. Hawkins. 

EXAMINATION 

BY EXAMINER JONES: 

Q. Mr. Hawkins, f i r s t of a l l , how was t h a t previous 

order about a year ago? Was i t okay? Was t h e r e something 

— was ther e anything t h a t you would ask us t o r e v i s e on 

the order? 

A. I t h i n k i t was f i n e . I t h i n k b a s i c a l l y j u s t — I 

mean, I don't r e c a l l the exact wording on i t , but I t h i n k 

i t b a s i c a l l y s a i d you're — have an exception t o the 

Mesaverde d e n s i t y requirements. 

Q. So then you were able t o go t o the D i s t r i c t s and 

put the w e l l back on l i n e t h a t was shut in? 

A. To the best of my knowledge, c o r r e c t 

Q. (By Examiner Jones) Okay, so a t l e a s t one of 

these w i l l be a revised — another amendment t o an e x i s t i n g 

order t h a t had been done, about 1994, I t h i n k ? 

A. Yeah, w e l l , t h a t was f o r the f i r s t t h r e e w e l l s , 

when we had three w e l l s producing, back when t h e r e were 

supposed t o be only two w e l l s producing i n the spacing 

u n i t , and we d r i l l e d the h o r i z o n t a l w e l l i n t o j u s t the 

MR. CARR: Mr. Jones, t h a t was Order Number 

EXAMINER JONES: Thank you. 
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upper l e g of the C l i f f House — 

Q. Oh, okay. 

A. — and t h a t ' s why we got approval t o produce i t 

t h a t way. Subsequently, i t was a — you know, we had t o 

change our plan on t h a t h o r i z o n t a l w e l l , and t h a t ' s why i t 

was amended t o 10,108-A, I t h i n k i t i s . 

Q. Yes. Okay, what does i t take — How many 

reserves does i t take t o d r i l l another w e l l here a t these 

prices? 

A. Yeah, a t these p r i c e s — I don't know the exact 

number, but I would say probably h a l f a BCF would be 

economic f o r some operators. I t may not be as a t t r a c t i v e 

as other — You may be able t o f i n d b e t t e r places t o d r i l l 

than a half-a-BCF w e l l , but I t h i n k a half-BCF w e l l could 

be economic. 

Q. Okay. So you don't know f o r sure i f y o u ' l l get a 

half-BCF a d d i t i o n a l by d r i l l i n g another w e l l and making 

f i v e w e l l s i n the spacing u n i t but t h r e e i n the south h a l f , 

or something l i k e t h a t ? 

A. Well, I t h i n k — I mean, are you t h i n k i n g t h a t we 

would ask f o r an exception t o d r i l l a f i f t h w e l l ? 

Q. Yes. 

A. That's c e r t a i n l y something t h a t could be 

considered. Right now, I know we s t i l l have an a c t i v e 

Mesaverde d r i l l i n g program. 
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I f I go back t o our r e s e r v o i r engineers t h a t are 

working t h a t program and t e l l them we t h i n k we have an 

o p p o r t u n i t y f o r maybe g e t t i n g a f i f t h w e l l here, they would 

take a look a t i t . 

Q. I t seems l i k e , you know, i f you've got t h r e e 

w e l l s i n , f o r instance, the south h a l f and one w e l l i n the 

n o r t h h a l f — 

A. Maybe there's a way t o put another w e l l up t h e r e . 

Q. Yeah, maybe. But — t h a t ' s your business, but i s 

BP — how's your budget? I s your budget p r e t t y good these 

days? 

A. I t ' s p r e t t y good these days. 

Q. But r i g costs are high, though? 

A. Right. 

Q. And unavailable sometimes? 

A. C e r t a i n l y . 

Q. The Dakota was abandoned i n 2000 i n a couple of 

these. Was t h a t because i t was low gas p r i c e s a t t h a t 

time? 

A. I r e a l l y couldn't respond t o t h a t . I suspect i t 

was t h a t we could not make i t produce a t economic r a t e s . 

And i t may have — t h a t probably was aggravated somewhat by 

lower gas p r i c e s . 

Q. Okay. I n o t i c e your w e l l s , a l o t of them are 

down t o 150 MCF or — and t h a t ' s r e a l hard t o keep a w e l l 
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on l i n e a t 150 MCF — 

A. Right. 

Q. — a gas w e l l . You seem t o be doing a good j o b , 

w i t h soaping them, or whatever you're doing w i t h them — 

A. Well, these don't have very much l i q u i d s , so 

the y ' r e i n p r e t t y good shape. 

Q. Okay. So t h a t r e a l l y i s a b i g p l u s , t h a t you're 

able t o produce a t lower r a t e s . But i f you could combine 

the Dakota and the Mesaverde, you might get t h a t 500 — 

A. Right. 

Q. — thousand or something. But you have t o d r i l l 

deeper. 

Speaking of t h a t , i s the Mesaverde — what zone 

i n t h e Mesaverde do you produce? 

A. We produce the C l i f f House, the Menefee and the 

Point Lookout. 

Q. A l l three? 

A. A l l t h r e e . I n f a c t , some of the newer w e l l s t h a t 

are being d r i l l e d are — we might not open up the C l i f f 

House, because t h a t ' s the zone t h a t r e a l l y has the high e s t 

p e r m e a b i l i t y , i t ' s the most depleted today, l e a s t amount of 

remaining reserves. 

Q. Okay. 

A. So the Menefee and the Point Lookout are more of 

a t a r g e t these days than the C l i f f House. 
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Q. So two f r a c jobs, probably, a t l e a s t ? 

A. Yeah. 

Q. How's the Menefee? Has i t got any coals i n i t 

t h a t are h e l p i n g you here? 

A. I know the Menefee has some coal i n some places, 

and I'm not sure what k i n d of c o n t r i b u t i o n i t would be 

making here. 

Q. Do you take care of the San Juan Basin i n 

Colorado too? 

A. Yes. 

Q. Are they doing anything d i f f e r e n t on the 

Mesaverde up there? I s i t even up there? 

A. Well, i t ' s l i m i t e d . I n the southern p a r t of 

Colorado there's s t i l l a Mesaverde t r e n d t h a t comes up 

across the s t r a i g h t l i n e , but as you get a l i t t l e b i t 

f u r t h e r n o r t h , you know, t h a t Mesaverde s t a r t s g e t t i n g 

p r e t t y shallow and not very p r o l i f i c , and there's more of a 

coa l development up there. 

Q. But there's a b i g Mesaverde i n the Piceance 

Basin. Do you take care of t h a t too? 

A. No. 

Q. And i t ' s being i n f i l l d r i l l e d — 

A. Well, BP doesn't r e a l l y have any land holdings i n 

the Piceance. 

Q. Okay. 
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A. We — Amoco d i d a long time ago, s o l d those, and 

there's a number of other companies t a k i n g advantage of a l l 

t h a t . 

Q. Okay. Well, t h i s Section 14 i s a weird s e c t i o n , 

i t ' s a rhombohedral or something. 

A. Let's see. I t i s . This i s the l a s t one we were 

l o o k i n g a t . I t h i n k — 

Q. I t ' s a surveyor's nightmare, i t looks l i k e . 

A. Yeah. I n f a c t , even a f t e r we had d r i l l e d t h a t 

w e l l , t h e r e was some confusion w i t h the BLM records on 

whether i t was a standard shaped spacing u n i t or not. But 

we went back out and had i t re-surveyed, and we were 

assured t h a t i t ' s r e a l l y long on one side , and t h a t ' s j u s t 

the way i t i s , so... 

EXAMINER JONES: Well, l e t ' s see — t h a t was — I 

don't — can't t h i n k of any others. G a i l do you have any? 

MS. MacQUESTEN: No questions, thank you. 

EXAMINER JONES: Sounds l i k e the n o t i c e i s i n 

good shape i f Gail's happy, and you own a l l the spacing 

u n i t s around a l l of these. 

THE WITNESS: Most of them. 

EXAMINER JONES: Okay, I guess we're done. 

MR. CARR: That concludes our p r e s e n t a t i o n i n 

t h i s case. 

EXAMINER JONES: With t h a t , w e ' l l take Cases — 
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these combined Cases 13,612, -613 and -614 under 

advisement. 

(Thereupon, these proceedings were concluded a t 

9:14 a.m.) 

* * * 

i 4* h«r«by certify ifcct th« forgoing i* 
« complete record of th® proc«edi*g$ 
$a Examinsr hearing of Cas* Mo. » 
kmrd fey me OE — ' 
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