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1 MR. WARNELL: Let's go back on the re c o r d 

2 then at 9:15, and we're ready t o hear Case Number 14281, 

3 a p p l i c a t i o n of Bur l i n g t o n Resources O i l & Gas Company t o 

4 amend Order R-9918 f o r a downhole commingling reference 

5 case f o r the A l l i s o n Unit area, San Juan, New Mexico. 

6 C a l l f o r appearances. 

7 MR. KELLAHIN: Mr. Examiner, I'm Tom 

8 K e l l a h i n of the Santa Fe law f i r m of K e l l a h i n & K e l l a h i n 

9 appearing t h i s morning on behalf of B u r l i n g t o n , and I 

10 have two witnesses. 

11 MR. WARNELL: Would the two witnesses 

12 please stand, s t a t e your name and be sworn i n . 

13 MS. GASTGEB: Kassadie Gastgeb. 

14 MR. WOLFE: Micah Wolfe. 

15 (The witnesses were sworn.) 

16 MR. KELLAHIN: Mr. Wolfe, please. 

17 Mr. Examiner, as the a p p l i c a t i o n i n d i c a t e s , 

18 we're seeking two things. F i r s t of a l l , we're dealing 

19 w i t h the A l l i s o n Unit. Back i n June of '93, Mr. 

20 Alexander and I were before you at the D i v i s i o n and 

21 obtained Order R-9918 at that time, a l l o w i n g us t o 

22 downhole commingle the Mesaverde/Dakota production, and 

23 i n doing so, we also asked the D i v i s i o n to approve the 

24 e l i m i n a t i o n of notice i n t r a c t s t h a t involved p a r t i e s 

25 t h a t had noncommon i n t e r e s t s . That was one of the f i r s t 
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1 cases f o r which t h a t was done. 

2 Thereafter, I t h i n k i n '97, and a number of 

3 instances a f t e r t h a t , both things have been accomplished 

4 f o r other u n i t s , u s u a l l y the f e d e r a l numbered u n i t s t h a t 

5 are operated by ConocoPhillips and B u r l i n g t o n . fJThere i s 

6 a plan f o r f u r t h e r development i n the A l l i s o n Unit i n 

7 which we want t o expand the exception f o r commingling 

8 where we can do t h a t on a case-by-case basis by f i l i n g 

9 the Form 107A and do t h a t i n d i s t r i c t . I n instances 

10 where there's noncommon i n t e r e s t s , t h a t requires us, i n 

11 the circumstances of t h i s d i v i d e d u n i t w i t h a number of 

12 p a r t i c i p a t i n g areas, i n some circumstances we have t o 

13 n o t i f y v 2 ^ ) something people every time you want t o do one 

14 of these. 

15 So our purpose t h i s morning i s to r e f r e s h the 

16 D i v i s i o n ' s r e c o l l e c t i o n about the A l l i s o n Unit, give you 

17 an o p p o r t u n i t y t o explore any of the issues you want 

18 about commingling and, t o seek your approval, then, t o 

19 expand the commingling so t h a t we have a reference order 

20 number t h a t w i l l allow B u r l i n g t o n t o f i l e w i t h the 

21 d i s t r i c t , e i t h e r a C102 summary n o t i c e or the standard 

22 C109 form, and commingle a l l these zones i f they meet the 

23 other c r i t e r i a of pressure and value of production and 

24 a l l those kinds of things, recognizing t h a t , 

25 h i s t o r i c a l l y , w i t h one e a r l y exception, no one has ever 
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1 complained t o downhole commingling t o the best of my 

2 knowledge or t o Mr. Alexander's knowledge. We have never 

3 had any o b j e c t i o n f i l e d . 

4 We t h i n k the requirement of n o t i c e i s no 

5 longer u s e f u l t o anyone. I t ' s become a matter of 

6 r o u t i n e . B u r l i n g t o n , as w e l l as other operators i n the 

7 basin, u n i f o r m l y agree w i t h the D i v i s i o n i n terms of how 

8 you t e s t and a l l o c a t e production among m u l t i p l e zones, 

9 and the reason t o object, i t was e a r l i e r i n the r u l e , 

10 seems t o be antiquated and there i s no purpose served by 

11 the n o t i f i c a t i o n . So t h a t ' s the one t o p i c . 
12 ( ~~-~_____J^ And the other i s t o show you the d e t a i l s of 

f 
13 what we're t r y i n g to accomplish w i t h a d d i t i o n a l 

14 t 

15 

16 

17 

development i n the coal-gas, e i t h e r w i t h new coal-gas 

wellbores t h a t are also commingled w i t h lower zones or 

older wellbores i n lower zones t h a t are recompleted i n 

the coal. The evidence w i l l be presented by two 

18 t e c h n i c a l experts. F i r s t , i s the petroleum landman, and 

19 the second i s the petroleum engineer. And w e ' l l s t a r t 

20 now w i t h Mr. Wolfe. 

21 I'm sorry. I misspoke e a r l i e r . Mr. Alexander 

22 says there was^460. I said 200. I t ' s 460 notices t h a t 

23 have t o be sent out. 

24 MICAH WOLFE 

25 Having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : 
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DIRECT EXAMINATION 

2 BY MR. KELLIHAN: 

3 Q. Mr. Wolfe, please, st a t e your name. 

4 A. Micah Wolfe. 

5 Q • Where do you reside? 

6 A. In Farmington, New Mexico. 

7 Q • By whom are you employed? 

8 A. ConocoPhillips. 

9 Q. In what capacity, s i r ? 

10 A. I'm a petroleum landman. 

11 Q. Are you f a m i l i a r w i t h what we've described as 

12 the A l l i s o n Unit? 

13 A. Yes, I am. 

14 Q. As p a r t of your f a m i l i a r i t y w i t h t h a t u n i t , 

15 have you examined the u n i t documentations? 

16 A. Yes, I have. 

17 Q. Are you f a m i l i a r w i t h the concept t h a t t h i s 

18 u n i t u t i l i z e s and operates under a p a r t i c i p a t i o n concept? 

19 A. Yes, I am. 

20 Q. I f the t e c h n i c a l people come t o you and ask 

21 you t o process an a p p l i c a t i o n f o r downhole commingling 

22 th a t would be outside the scope of the e x i s t i n g order, 

23 R-9918, you would make a search to determine n o t i f i c a t i o n 

24 of what, s i r ? 

25 A. I would determine the owners t h a t would need 
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1 t o be n o t i f i e d , then proceed w i t h n o t i f y i n g those owners. 

2 Q. I n instances t h a t occur, what ge n e r a l l y would 

3 happen i n terms of the number of people t h a t you would 

4 have t o n o t i f y ? 

5 A. The most common zones t h a t are commingled 

6 would e i t h e r be the F r u i t l a n d Coal or Mesaverde. Both of 

7 those formations, the e n t i r e u n i t i s w i t h i n a 

8 p a r t i c i p a t i n g area, which would require every s i n g l e 

9 owner i n t h a t p a r t i c i p a t i n g area t o be n o t i f i e d , plus the 

10 a d d i t i o n a l d r i l l block f o r the other zone t h a t would be 

11 commingled, which i s 462 i n d i v i d u a l s . 

12 Q. That would be included w i t h i n the d e s c r i p t i o n 

13 of your duties as a landman f o r Burlington? 

14 A. Yes, s i r . 

15 MR. KELLIHAN: At t h i s p o i n t , Mr. 

16 Examiner, we tender Mr. Wolfe as an expert petroleum 

17 landman. 

18 MR. WARNELL: Mr. Wolfe i s so q u a l i f i e d as 

19 an expert petroleum landman. 

20 Q. (By Mr. Kellihan) Mr. Wolfe, l e t ' s s t a r t w i t h 

21 the s l i d e t h a t ' s on the screen. I t ' s s l i g h t l y out of 

22 order. I t h i n k i t appears behind -- i t ' s one of the 

23 s l i d e s t h a t comes a f t e r E x h i b i t Tab Number 2. Let's 

24 s t a r t here as a l o c a t o r , and then w e ' l l come back to the 

25 book. Describe f o r us how we o u t l i n e and i d e n t i f y the 
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A. As you can see i n the green, t h a t would 

i d e n t i f y the A l l i s o n Unit boundary. This p a r t i c u l a r area 

here i n the middle were lands t h a t were'not committed t o 

the u n i t so t h a t i s not w i t h i n the u n i t . The symbology 

that you see w i t h i n the u n i t i s t h a t the we l l s t h a t have 

been d r i l l e d , and as stated e a r l i e r , we have had some 

problems w i t h the symbology. So t h i s i s an 

approximation. I t ' s not completely accurate, but i t i s 

g i v i n g a general idea of the number of F r u i t l a n d Coal, 

Pictured C l i f f s , Mesaverde and Dakota w e l l s t h a t are 

being d r i l l e d w i t h i n t h i s u n i t . 

Q. I s the dis p l a y accurate as t o the boundary and 

i t s location? 

A. The boundary i s accurate. 

Q. To the east of the u n i t , what i s the area 

shaded i n blue? 

A. That i s Navajo Lake. 

Q. Do you have s l i d e s -- while we're i n E x h i b i t 

Tab Number 2, do you have s l i d e s t h a t i d e n t i f y f o r the 

Examiner the extent of the p a r t i c i p a t i n g areas i n the 

uni t ? 

A. Yes. 

Q. Let's do t h a t . 

A. Okay. This s l i d e here i s showing the Dakota 
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1 p a r t i c i p a t i n g area. I t has not been f u l l y expanded, as 

2 you can see w i t h the shaded area, i s the current 

3 p a r t i c i p a t i n g area. The white has not been expanded a t 

4 t h i s time. The dots are, once again, an approximation of 

5 the number and l o c a t i o n of Dakota w e l l s . 

6 Q. Let's look at the next s l i d e . 

7 A. This s l i d e shows the F r u i t l a n d Coal PA. As 

8 you can see, i t i s f u l l y expanded, includes the e n t i r e 

9 u n i t . Then t h i s s l i d e here shows the Mesaverde 

10 p a r t i c i p a t i n g area. Once again, i t i s f u l l y expanded, as 

11 w e l l . 

12 Q. Next s l i d e ? I s i t your understanding t h a t the 

13 concept by which these p a r t i c i p a t i n g areas are created 

14 and expanded are a f u n c t i o n of the operation of the 

15 agreements t h a t c o n t r o l the u n i t ? 

16 A. Yes. 

17 Q. And those agreements have been approved by the 

18 BLM and the O i l Conservation D i v i s i o n and the i n t e r e s t 

19 owners at the time they were created? 

2 0 A. Yes, they were. 

21 Q. So the mechanics of how those expansions occur 

22 i s a matter of compliance w i t h the contract? 

2 3 A. Correct. 
24 Q. What i s your understanding of what B u r l i n g t o n 

25 i s seeking t o accomplish w i t h t h i s a p p l i c a t i o n ? 
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1 A. This a p p l i c a t i o n , we are seeking t o amend 9918 

2 t o expand the m o d i f i c a t i o n that we do not have t o send 

3 no t i c e every -- t o include the e n t i r e u n i t , not j u s t t h e 

4 p a r t i c i p a t i n g areas of the Mesaverde/Dakota, we'd l i k e t o 

5 extend t h a t t o include F r u i t l a n d Coal and Pictured C l i f f 

6 formations and also extend i t beyond the p a r t i c i p a t i n g 

7 areas t o include the e n t i r e u n i t . 

8 Q. As par t of th a t expansion, you're also 

9 requesting the e l i m i n a t i o n of the p o r t i o n of the r u l e 

10 t h a t requires n o t i c e t o i n t e r e s t owners i n t r a c t s f o r 

11 which there's not a common i n t e r e s t ? 

12 A. Correct. 

13 Q. You're aware of that concept? 

14 A. Yes. 

15 Q. And under c e r t a i n c o n f i g u r a t i o n s , t h a t number 

16 can be i n excess of 460 in d i v i d u a l s ? 

17 A. I n most s i t u a t i o n s . 

18 Q. I n the process of commingling, do you t h i n k 

19 t h a t a c t i o n alone changes any of the equ i t y parameters 

20 f o r any of the p a r t i e s p a r t i c i p a t i n g under the 

21 p a r t i c i p a t i n g areas? 

22 A. No, i t would not. 

23 Q. So approval of t h i s a p p l i c a t i o n , i n your 

24 o p i n i o n , does not adversely a f f e c t e i t h e r the volume of 

25 money they receive or the percentage i n t e r e s t they have 
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1 i n t h a t production? 

2 A. Correct. 

3 Q. Let's go back t o E x h i b i t Tab Number 1 and 

4 i n d i c a t e what you have done i n terms of s a t i s f y i n g the 

5 requirements f o r n o t i f i c a t i o n of the hearing i n t h i s 

6 case --

7 A. Okay. 

8 Q. -- s t a r t i n g o f f w i t h the notice l e t t e r . Go t o 

9 the f i r s t d i s p l a y a f t e r E x h i b i t Tab 1. There's a n o t i c e 

10 l e t t e r dated January 3 0th. 

11 A. Yes. 

12 Q. What d i d you cause t o happen w i t h t h i s l e t t e r ? 

13 A. A copy of t h i s l e t t e r was sent t o each one o f 

14 the 462 i n d i v i d u a l s t h a t have an i n t e r e s t i n A l l i s o n U n i t 

15 boundary. 

16 Q. I n a d d i t i o n , were they provided a copy of the 

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

18 A. Yes, they were. 

19 Q. Were they provided a copy of Order R-9918? 

20 A. Yes, they were. 

21 Q. Can you scan down through E x h i b i t Tab Number 1 

22 and f i n d us the l i s t of p a r t i e s f o r whom notic e was sent? 

23 A. Yes, I can. I n f a c t , i t i s l i s t e d on several 

24 pages due t o the number. Here i s where i t begins, which 

25 i s behind E x h i b i t Tab 1 w i t h i n the booklets. 

, II . .—... l i 
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1 Q. When we look at the t a b u l a t i o n of i n t e r e s t 

2 owners i n the A l l i s o n Unit, t o the best of your 

3 knowledge, i s t h i s accurate and complete? 

4 A. Yes, i t i s . 

5 Q. My e x h i b i t book shows there's some 12 pages of 

6 names? 

7 A. Correct. 

8 Q. How was t h i s generated? 

9 A. This was a l i s t t h a t we compiled from the 

10 E x h i b i t B of the A l l i s o n Unit operating agreement. 

11 Q. I s t h a t updated over time? 

12 A. E x h i b i t B i t s e l f i s not, but t h a t was compared 

13 w i t h our D i v i s i o n order records which have been updated 

14 throughout time i f any i n t e r e s t owners had been changed. 

15 Q. And those f i l e s also allow you the 

16 o p p o r t u n i t y t o make sure th a t you're sending notices t o 

17 p a r t i e s t h a t are r e c e i v i n g checks f o r payment of proceeds 
18 a t t r i b u t a b l e t o t h e i r share i n the u n i t ? 

19 A. Correct. 

20 Q. Following the 12 pages of names and addresses, 

21 have you appended t o the e x h i b i t book copies of the green 

22 cards and notices of mai l i n g t o a l l i n t e r e s t owners? 

23 A. Yes. 

24 Q. As a r e s u l t o f t h a t e f f o r t t o n o t i c e , have you 

25 rece ived or are you aware of any f o r m a l o b j e c t i o n be ing 
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1 f i l e d t o the approval of t h i s a p p l i c a t i o n ? 

2 A. No, I'm not aware of any formal o b j e c t i o n s . 

3 Q. Has the m a i l i n g of t h i s n o t i c e t o the p a r t i e s 

4 generated any type of response from any i n d i v i d u a l s ? 

5 A. Yes. We have had a couple of i n q u i r i e s . 

6 Q. What's the general nature of those i n q u i r i e s ? 

7 A. Concern tha t t h e i r i n t e r e s t s would be 

8 adversely a f f e c t e d by t h i s order, which was mislead, and 

9 we proceeded t o inform them t h a t t h e i r i n t e r e s t was 

10 protected by the A l l i s o n Unit operating agreement and 

11 t h a t t h i s amended order would not adversely a f f e c t t h e i r 

12 i n t e r e s t . 

13 Q. That's what you and others on behalf of 

14 B u r l i n g t o n represented t o the p a r t i e s t h a t called? 

15 A. Yes. 

16 Q. And th a t was g e n e r a l l y what they were 

17 concerned about i s they got a no t i c e and didn't know what 

18 i t was about and asked you t o ex p l a i n i t ? 

19 A. Correct. 

20 Q. Were there formal l e t t e r s sent out t o various 

21 of these p a r t i e s confirming i n w r i t i n g Burlington's 

22 b e l i e f t h a t t h e i r i n t e r e s t would not be adversely 

23 affected? 

24 A. Yes. 

25 Q. I t h i n k we've covered, Mr. Wolfe , the s l i d e s 
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1 behind E x h i b i t Tab Number 2. You could go t o the f i r s t 

2 s l i d e , which i s the lo c a t o r , again, t o show the Examiner 

3 and Mr. Brooks where the A l l i s o n Unit l i e s i n r e l a t i o n t o 

4 the basin j u s t on the northern edge of New Mexico by t h e 

5 Colorado border. 

6 A. This map here i s a l o c a t o r map. You can see 

7 the towns of Aztec, Bloomfield and Farmington. There t o 

8 the l e f t , center l e f t , along w i t h the borders of a l l t h e 

9 f e d e r a l u n i t s h i g h l i g h t e d i n red i s the A l l i s o n Unit 

10 there along the Colorado/New Mexico border r i g h t next t o 

11 Navajo Lake. 

12 Q. Let's skip down and s t a r t w i t h the i n f o r m a t i o n 

13 behind E x h i b i t Tab Number 3. I t h i n k you've gone too 

14 f a r . My book may be d i f f e r e n t than yours. Okay. What 

15 have you compiled here, Mr. Wolfe? 

16 A. This i s a l i s t of the orders t h a t have been 

17 granted i n the past w i t h regards t o exempting us from 

18 n o t i f y i n g p a r t i e s when we are attempting t o commingle a 

19 w e l l . I t corresponds w i t h the u n i t name. As you can 

20 see, most of these are the numbered u n i t s and also i s 

21 l i s t e d the formations which they cover. 

22 Q. Let's go down, as an example, and look at the 

23 second entry. There's Canyon Largo. 
24 A. Okay. Canyon Largo i s covering a l l formations 

25 t h a t are l i s t e d , F r u i t l a n d Coal, Pictured C l i f f s , Chacra, 
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1 Mesaverde and Gallup. What t h a t allows us t o do i s 

2 commingle those wells without g i v i n g notice t o the 

3 i n t e r e s t owners w i t h i n the d r i l l block. 

4 Q. That's the concept t h a t you're asking the 

5 D i v i s i o n t o approve f o r you f o r the A l l i s o n Unit? 

6 A. Correct. 

7 Q. To the best of your knowledge, t h i s i s as 

8 complete a t a b u l a t i o n of these as you and Mr. Alexander 

9 could generate? 

10 A. As f a r as I'm aware. 

11 Q. Turn t o the next d i s p l a y behind E x h i b i t Tab 

12 Number 3. I d e n t i f y t h i s f o r me. 

13 A. Here displays the approximate number and 

14 l o c a t i o n of commingled w e l l s t h a t we have d r i l l e d 

15 throughout the basin. This throughout the e n t i r e h i s t o r y 

16 of the basin. 

17 Q. What i s the period of time we're working with? 

18 A. This i s the amount of commingled wells t h a t 

19 have been d r i l l e d t o date. 

20 Q. Just a l l of them? 

21 A. A l l of them. Yes, s i r . The next s l i d e , 

22 a c t u a l l y , i s l i m i t e d since 1997, when several of these 

23 orders were i n i t i a t e d , g i v i n g us the a b i l i t y t o commingle 

24 these w e l l s without g i v i n g n o t i c e . And we had d r i l l e d 

25 1,465 of these w e l l s , and as Mr. K e l l a h i n has stated, we 
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1 Q. Let's look at the next s l i d e . I have one 

2 t h a t ' s a l i t t l e d i f f e r e n t . I s t h a t i t ? 

3 A. Yes. I t ' s roughly about 200 completions of 

4 the inventory w e l l s . So you i f you count up a l l the 

5 dots, there's not q u i t e 200. That i s an i n d i c a t i o n t h a t 

6 some of these are planned as inventory w e l l s t o be 

7 commingled, such as the Dakota/Mesaverde, so there would 

8 be j u s t one spot f o r t h a t l o c a t i o n . 

9 Q. Let's go t o the next s l i d e , then. Behind 

10 E x h i b i t Tab Number 4, what do you have, s i r ? I t ' s the 

11 other way. I'm loo k i n g at the cost a l l o c a t i o n s 

12 procedures, Mr. Wolfe. 

13 A. We have a copy of our standard cost a l l o c a t i o n 

14 t h a t we use across the basin. And the main t h i n g I 

15 wanted t o po i n t out --

16 Q. Before you do t h a t , go back one more s l i d e and 

17 see where we are. Okay. That's i n the sequence of the 

18 books now? Mine d i d n ' t get c o r r e l a t e d the way yours d i d . 

19 MR. BROOKS: Cost a l l o c a t i o n procedures 

20 appear t o be behind Number 3, Tab Number 3 and behind the 

21 maps. 

22 MR. KELLAHIN: Tha t ' s where mine i s . I f 

23 y o u ' l l t u r n behind the maps i n Tab Number 3, as Mr. 

24 Brooks has i n d i c a t e d , t h e r e ' s a cost a l l o c a t i o n procedure 

25 t h a t ' s on the PowerPoint. 
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1 Q. (By Mr. Kellahin) Without going through the 

2 document i t s e l f describe f o r us how t h i s i s u t i l i z e d . 

3 A. Sure. Let me j u s t h i g h l i g h t t h i s main p o i n t 

4 here. Here i s the standard costT^aTlocation that we use \ 

5 across the basin. This has been g e n e r a l l y accepted by 

6 the industry. I t i d e n t i f i e s the F r u i t l a n d Coal PC I 

7 commingled s p l i t f i f t y - f i f t y , and commingled / 

8 Mesaverde/Dakota i s l i s t e d here as a 40-60 s p l i t / 

9 r e s p e c t i v e l y w i t h the Mesaverde/Dakota. This page here 

10 i d e n t i f i e s t h a t we do have a standard formula at the 

11 bottom. For any other formations t h a t are t o be 

12 commingled, t h i s i s the standard formula t h a t i s used t o 

13 c a l c u l a t e the cost a l l o c a t i o n . 

14 Q- One of the e a r l y issues years and years ago 

15 was the actual a l l o c a t i o n of cost among the zones t h a t 

16 were being commingled. Other issues d e a l t w i t h the 

17 measurement of the production from those, and I ' l l leave 

18 t h a t f o r the engineer. But i n terms of the cost 

19 a l l o c a t i o n s themselves, does t h i s document represent the 

20 current industry-wide concept f o r procedures u t i l i z e d by 

21 your company and others f o r a l l o c a t i n g costs t o these 

22 various zones? 

23 A. Yes, i t does. 
24 Q. I t ' s widely agreed upon? 

25 A. Yes, i t i s . 
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1 Q. I t h i n k t h a t gets me t o the end of your 

2 p r e s e n t a t i o n , Mr. Wolfe. Have I f o r g o t t e n something? 

3 A. I don't believe so. 

4 MR. KELLAHIN: Mr. Examiner, we move the 

5 i n t r o d u c t i o n of the e x h i b i t s behind E x h i b i t Tab Number 1 

6 through E x h i b i t Tab Number 3 as part of Mr. Wolfe's 

7 pr e s e n t a t i o n . 

8 MR. WARNELL: Tabs 1 through 3 are 

9 admitted. 

10 (Exh i b i t s 1 through 3 were admitted.) 

11 MR. KELLAHIN: That concludes my 

12 examination of Mr. Wolfe 

13 MR. BROOKS: No questions. 

14 MR. WARNELL: No questions. 

15 MR. BROOKS: I guess I do have one 

16 question. I t h i n k I know the answer, but these cost 

17 a l l o c a t i o n procedures -- or cost a l l o c a t i o n formulas, are 

18 these formulas t h a t have been agreed upon by and between 

19 p a r t i e s who have negotiated at arm's length and who are 

20 engaged a c t i v e l y i n the o i l and gas business i n t h i s 

21 area? 

22 THE WITNESS: We have t h i s agreement i n 

23 several of our j o i n t operating agreements throughout the 

24 basin w i t h m u l t i p l e p a r t i e s who have agreed t o t h i s exact 

2 5 same form. 
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MR. BROOKS: Who would some of those 

2 p a r t i e s be? 

3 THE WITNESS: Some of the i n d i v i d u a l s 

4 would be XDO, BP, Chevron, f o r example. 

5 MR. BROOKS: That's a l l I have. 

6 MR. WARNELL: Mr. Wolfe. I have no 

7 questions. 

8 THE WITNESS: Thank you. 

9 MR. WARNELL: C a l l your next witness. 

10 MR. KELLAHIN: The next witness i s our 

11 engineering witness, Ms. Kassadie Gastgeb, n e i t h e r name 

12 i s s p e l l e d l i k e you t h i n k i t should be spelled. I'm t o l d 

13 i t ' s German o r i g i n and, beyond t h a t , I know nothing about 

14 t h i s name. I w i l l t r y not t o mispronounce i t more than 

15 17 times. 

16 KASSADIE GASTGEB 

17 Having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : 

18 DIRECT EX/AM I NAT I ON 

19 Q. Ms. Gastgeb, would you s t a t e your name and 

20 occupation? 

21 A. My name i s Kassadie Gastgeb, and I am a 

22 petroleum engineer f o r ConocoPhillips. 

23 Q. When and where d i d you o b t a i n your degree? 

24 A. I n 2006, I graduated from the U n i v e r s i t y of 

25 Oklahoma w i t h a mechanical engineering degree. 
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Have you p r a c t i c e d as a petroleum engineer? 

I have since June of 2006. 

With what company? 

ConocoPhillips the e n t i r e time. 

What generally have been your areas of 

r e s p o n s i b i l i t y ? 

A. Production engineering f o r a l i t t l e over two 

years, and I j u s t s t a r t e d i n the r e s e r v o i r engineering 

group. 

Q. As p a r t of your d u t i e s , are you responsible 

f o r any of the engineering aspects associated w i t h the 

A l l i s o n Unit? 

A. I was requested t o provide engineering support 

t o amend our e x i s t i n g order, R-9918. 

Q. As p a r t of t h a t e f f o r t , what have you searched 

and u t i l i z e d as reference material? 

A. E x i s t i n g production and e x i s t i n g r u l e s and 

reference i n the e x i s t i n g order. 

Q. Have you s a t i s f i e d y o u r s e l f that your work i s 

at a p o i n t where you can reach engineering conclusions 

about the v i a b i l i t y and s u i t a b i l i t y of amending t h i s 

order and achieving what B u r l i n g t o n i s seeking by t h i s 

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

A. Yes. 

MR. KELLAHIN: Mr. Examiner, we tender Ms. 
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Gastgeb as an expert petroleum engineer. 

MR. WARNELL: Ms. Gastgeb, June of 2 0 06 

you graduated from the U n i v e r s i t y of Oklahoma and went t o 

work f o r ConocoPhillips? 

THE WITNESS: Um-hum. 

MR. WARNELL: I n Farmington? 

THE WITNESS: I n Farmington. 

MR. WARNELL: My daughter graduated from 

the U n i v e r s i t y of Texas and went t o work f o r P h i l l i p s i n 

Borger, Texas, n o r t h of Am a r i l l o . I about k i l l e d her. 

MR. BROOKS: I t sounds l i k e t h i s young 

lady was a l o t l u c k i e r . 

MR. WARNELL: You're a l o t l u c k i e r . We 

recognize Ms. Gastgeb as an expert i n petroleum 

engineering. 

Q. (By Mr. Kellahin) Ms. Gastgeb, would you t u r n 

now t o the f i r s t e x h i b i t sets t h a t are your 

r e s p o n s i b i l i t y s t a r t i n g w i t h E x h i b i t Tab Number 3, and 

l e t ' s t a l k about what has happened under Burlington's 

operation of the e x i s t i n g order approvals when we're 

dealing w i t h downhole commingling of Mesaverde and Dakota 

wellbores. 

A. Do you mind rephrasing that? Are we beginning 

w i t h E x h i b i t 4? 

Q. What i s four? Okay. Do you have an overview? 
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1 A. Yes. 

2 Q. My f a u l t . Let's s t a r t w i t h the overview. 

3 Show us where we are. 

4 A. Beginning w i t h E x h i b i t 4, the second page o f 

5 E x h i b i t 4 w i l l d i s p l ay an overview of the San Juan Basin. 

6 There a black square i n the middle of the red o u t l i n e f o r 

7 the San Juan Basin. This i s the approximate area of t h e 

8 A l l i s o n U n i t . I t i s close t o the -- or i t i s on the 

9 state l i n e and there are p o r t i o n s of the u n i t i n Colorado 

10 and New Mexico. 

11 Q. Let's look at the next s l i d e . Give us a 

12 generalized geologic explanation of what are the 

13 producing zones t h a t we encounter i n the A l l i s o n U n i t . 

14 A. I f you look o f f t o the top l e f t p o r t i o n of 

15 t h i s s l i d e , you can see the cross-section of the basin 

16 t h a t we are t a k i n g from A t o A prime, and i f you o r i e n t 

17 y o u r s e l f w i t h the s l i d e i t s e l f , A i s on the l e f t - h a n d 

18 side of the s l i d e , which i s the south p o r t i o n of the 

19 basin, and as you go t o A prime, i t i s the nor t h p o r t i o n 

20 of the basin. This dotted red l i n e i s an approximate 

21 p o s i t i o n of the A l l i s o n Unit, and you can see t h a t the 

22 F r u i t l a n d formation, Pictured C l i f f formation, Mesaverde 

23 formation and the Dakota formation are present i n the 

24 A l l i s o n U n i t . 

25 Q. Do you have a sample-type log we could look a t 
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1 t o r e f r e s h the Examiner's and Mr. Brooks's r e c o l l e c t i o n 

2 of the zones we're dealing w i t h i n the A l l i s o n Unit? 

3 A. Yes, I do, the next s l i d e . So o u t l i n e d here 

4 are the F r u i t l a n d Coal formation, the Pictured C l i f f s , 

5 Mesaverde and the Dakota, and i f you look o f f t o the 

6 l e f t - h a n d side of the log, you can see th a t what i s 

7 yellow on the s l i d e and doesn't r e a l l y appear t o be 

8 yellow on the p r o j e c t o r i s h i g h l i g h t e d p o t e n t i a l pay. 

9 Q. Show us the next s l i d e . 

10 A. The next s l i d e o u t l i n e s F r u i t l a n d Coal d a i l y 

11 water production rates w i t h i n the A l l i s o n Unit. What I ' d 

12 l i k e t o draw your a t t e n t i o n t o i s t h a t above the w e l l 

13 l o c a t i o n , which i s a c i r c l e t h a t i s not s o l i d , y o u ' l l see 

14 the w e l l number, and below t h a t y o u ' l l see your d a i l y 

15 average water r a t e from the w e l l . You can see th a t our 

16 water production rates w i t h i n the F r u i t l a n d Coal, the 

17 m a j o r i t y of the u n i t , are f a i r l y w e l l . 

18 Q. How does t h i s i n f o r m a t i o n r e l a t e back t o the 

19 l a s t display? 

20 A. We have produced the F r u i t l a n d Coal and 

21 de-watered i t , and we have developed the F r u i t l a n d Coal 

22 f a i r l y w e l l w i t h i n the A l l i s o n U n i t . 

3 
23 Q. I n your opinion, are we at a poi n t i n time i n 
24 production i n the A l l i s o n Unit where i t becomes v i a b l e t o 

I 
25 consider commingling of the F r u i t l a n d Coal w i t h the J 
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1 deeper zones? 

2 A. Yes. 

3 Q. And th a t was the poi n t of the slides? 

4 A. Yes. 

5 Q. The next one. Let's look at the production 

6 h i s t o r y . 

7 A. To o r i e n t y o u r s e l f w i t h t h i s s l i d e , along the 

8 X axis i s time. This i s -- on the l e f t - h a n d side, you're 

9 going t o have your gross gas production from the u n i t f o r 

10 F r u i t l a n d Coal. On the right-hand side, you're going t o 

11 have water production rates f o r the F r u i t l a n d Coal w i t h i n 

12 the A l l i s o n U n i t . What I'd l i k e t o show you i s t h a t our 

13 red l i n e t h a t i s on the s l i d e i s o u t l i n i n g our gas 

14 production f o r the e n t i r e u n i t from the F r u i t l a n d Coal. 

15 You can see t h a t we have peak production w i t h i n the 

16 A l l i s o n Unit from the coal. And along w i t h t h a t , the 

17 water r a t e s , we have de-watered -- seen peak water r a t e s 

18 from the A l l i s o n Unit and have declined. 

19 Q. The next s l i d e . I'm back on t r a c k ; r i g h t ? 

2 0 A. Yes. 

21 Q. Let's t a l k about the successes w i t h 

22 commingling. 

23 A. Behind E x h i b i t 5 y o u ' l l f i n d documents t h a t | 
1 

24 w i l l demonstrate t h a t we have su c c e s s f u l l y downhole ! 
i 
! 

25 commingled Mesaverde/Dakota since Order R-9918. The next I 
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1 three s l i d e s t h a t I'm going t o show you are case examples 

2 of Mesaverde/Dakota w e l l s t h a t have been commingled since 

3 1993. The f i r s t w e l l we are going t o h i g h l i g h t i s the 

4 A l l i s o n Unit 11X. This w e l l was completed as a 

5 Mesaverde/Dakota dual w e l l i n 1957 and produced w i t h 

6 packer i n the hole u n t i l August of 1997, which we had 

7 Mesaverde Pay-Add and downhole commingled at that time 

8 w i t h the Dakota. 

9 So you can see that the Dakota Production 

10 before and a f t e r our commingle, which i s i n d i c a t e d by an 

11 arrow on the production p l o t i s continuous. And you can 

12 see th a t we had u p - l i f t from the pay-add on the Mesaverde 

13 p o r t i o n of the production. 

14 Our next s l i d e i s h i g h l i g h t i n g the A l l i s o n 

15 Unit IR. This w e l l was completed as a Dakota w e l l i n 

16 1993, recompleted w i t h i n the Mesaverde, and we cleaned 

17 out f i l l i n the Dakota i n October of 2001. At that time 

18 we also downhole commingled t h i s wellbore. So you can 

19 see we have an esta b l i s h e d production h i s t o r y f o r the 

20 Dakota w e l l p r i o r t o the commingle. We commingled r i g h t 

21 here, and we added pay f o r the Mesaverde, and then we 

22 produced continuously from the Dakota a f t e r the downhole 

23 commingle. 

24 Q. The next one. 

25 A. The next example i s the A l l i s o n Un i t 16. We 
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1 d r i l l e d and completed t h i s w e l l as a Mesaverde/Dakota 

2 dual w e l l i n 1958, produced w i t h packer i n the hole up 

3 u n t i l 2001, i n which we commingled i t i n June. You can 

4 see from t h i s t h a t there was no other major scope of t h e 

5 workover. You can see t h a t by p u l l i n g the packer out o f 

6 the wellbore i n 2001, both zones b e n e f i t e d from the 

7 commingle and production increased. 

8 Q. These, as examples, what's your generalized 

9 engineering conclusion about the f e a s i b i l i t y of 

10 commingling as your method of f i r s t choice f o r enhancing 

11 production i n the A l l i s o n Unit? 

12 A. Downhole commingling d i d not decrease the 

13 value of production throughout the u n i t . 

14 Q. I n a d d i t i o n , i t ' s been a b e n e f i t t o sustain 

15 production w i t h i n the u n i t , has i t not? 

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

17 Q. I t has become the p r e f e r r e d way t o complete 

18 these wellbores? 

19 A. That i s co r r e c t . 

20 Q. Let's go to the next s l i d e . 

21 A. The next three s l i d e s are going t o depict our 

22 downhole commingled workovers normalized. Along the X 

23 axis you w i l l see that we have the months leading up t o 

24 the downhole commingle w i t h the negative numbers, so 

2 5 three years before the downhole commingle and three years 
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1 a f t e r . What I ' d l i k e t o p o i n t out i s a s l i g h t e r r o r i n 

2 t h i s s l i d e i s t h a t the arrow should be scooted over a 

3 l i t t l e b i t and should be p o i n t i n g t o the value r i g h t 

4 above the zero on the X ax i s . 

5 This p a r t i c u l a r s l i d e i s d e p i c t i n g downhole --

6 t h i s p a r t i c u l a r s l i d e i s showing Mesaverde production 

7 before and a f t e r downhole commingling. What you can see 

8 from the s l i d e , the downhole commingle f o r Mesaverde 

9 occurred at t h i s timeframe, and t h i s i s the three years 

10 of production before and a f t e r the commingle. I n my 

11 research i n lo o k i n g at these wells t h a t I used f o r t h i s 

12 data, i n general the Mesaverde had a smaller tubing s i z e 

13 t h a t could not be optimized, and we could not operate 

14 a r t i f i c i a l l i f t e f f i c i e n t l y , so we d i d see an u p l i f t from 

15 the commingle. 

16 Q. What do you see i n the Dakota? 

17 A. Three years before and three years a f t e r , you 

18 can see t h a t there i s a continuous decline. /And, again, 

19 the downhole commingle occurred at month zero. 

20 Q. The next slide? 

21 A. The next s l i d e h i g h l i g h t s the Mesaverde and 

22 Dakota production data t h a t I presented i n the previous 

23 three s l i d e s but combined together, so tha t our downhole 

24 commingle occurred at month zero. You can see t h a t the 

25 value of production f o r the e n t i r e wellbore d i d not 
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1 decrease as a r e s u l t of the commingle. 

2 Q. Let's t u r n t o the t o p i c of the mechanics of 

3 a l l o c a t i o n now. Could you s t a r t w i t h the s u b t r a c t i o n 

4 method f o r us? 

5 A. I'm going t o h i g h l i g h t f o r you two f i e l d t e s t s 

6 t h a t we a l l o c a t e our production, and the f i r s t method i s 

7 through the s u b t r a c t i o n method. We w i l l clean out the 

8 e n t i r e wellbore a f t e r the f r a c and produce the upper and 

9 lower zone together w i t h back pressure applied t o the 

10 w e l l through a choke at the surface to simulate area l i n e 

11 pressure. We w i l l achieve a s t a b i l i z e d pressure and fl o w 

12 the w e l l f o r a minimum of four hours u n t i l we achieve 

13 t h a t pressure. 

14 From t h a t p o i n t , we w i l l i s o l a t e the upper and 

15 lower zone w i t h a plug, and we w i l l flow the upper zone 

16 w i t h back pressure applied t o the w e l l through a choke t o 

17 simulate area l i n e pressure, and we w i l l achieve a 

18 s t a b i l i z e d pressure by f l o w i n g the w e l l f o r at l e a s t f o u r 

19 hours. 

20 Q. I s t h i s s u b t r a c t i o n method of a l l o c a t i o n one 

21 t h a t ' s been approved by the D i v i s i o n here i n Santa Fe, as 

22 w e l l as the d i s t r i c t o f f i c e ? 

23 A. Yes. 

24 Q. I s i t app l i ed by B u r l i n g t o n and other 

25 operators on a r egu la r basis? 
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1 A. Yes, i t i s . 

2 Q. Are there other methods by which a l l o c a t i o n 

3 process i s determined? 

4 A. Yes. 

5 Q. Let's look at t h a t . 

6 A. The next method i s u t i l i z i n g the spinner 

7 method. On the l e f t - h a n d side of the s l i d e y o u ' l l see 

8 t h a t when we move on the w e l l a f t e r our f r a c , we w i l l 

9 clean out our upper zone and flow the upper wellbore w i t h 

10 back pressure applied t o the w e l l through a choke at t h e 

11 surface t o simulate area l i n e pressure. We w i l l 

12 e s t a b l i s h a s t a b i l i z e d pressure and flow the w e l l f o r a 

13 minimum of fo u r hours to obt a i n a r a t e . 

14 And then second, we w i l l clean out the e n t i r e 

15 wellbore, and we w i l l go i n the hole w i t h s l i c k l i n e 

16 running a spinner t o o l , and we w i l l take the value --

17 meter the production across the lower i n t e r v a l t o o b t a i n 

18 a r a t e f o r t h a t w e l l , f o r the lower p o r t i o n of the w e l l . 

19 Q. Has Bu r l i n g t o n and other operators r e l i e d upon 

20 t h i s method as one of the methods t o prove f o r a l l o c a t i o n 

21 of production among zones? 

22 A. Yes. 

23 Q. Has i t been accepted by the D i v i s i o n i n Santa 

24 Fe, as w e l l as i n the d i s t r i c t o f f i c e ? 

25 A. Yes. 
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1 Q. Have there ever been any o b j e c t i o n s , t o your 

2 knowledge, of these methods being applied t o commingling? 

3 A. No, not t o my knowledge. 

4 Q. Do you have a sample t o give us a generic 

5 understanding of the commingling? 

6 A. Um-hum. 

7 Q. Let's s t a r t w i t h t h a t . 

8 A. The next several s l i d e s you're going t o see i n 

9 the e x h i b i t book are going t o o u t l i n e the forms t h a t are 

10 submitted when we went t o downhole commingle a w e l l . The 

11 f i r s t s l i d e i s an a d m i n i s t r a t i v e c h e c k l i s t t h a t w i l l be 

12 submitted. The next s l i d e , y o u ' l l see at the top 

13 right-hand corner, "Form C-103." This form i s submitted 

14 when we are downhole commingling pre-approved pools. You 

15 can see t h a t i t s t ates the pools t h a t we are suggesting 

16 t o commingle and reference the order number i n which i t 

17 was designated or pre-approved. And we do note t h a t the 

18 commingling w i l l not reduce the value of production, and 

19 we note t h a t we have n o t i f i e d the BLM and our i n t e r e s t 

20 partners. 

21 Q. Are there other type of D i v i s i o n forms 

22 u t i l i z e d f o r commingling? 

23 A. Yes. 

24 Q. Let's t a l k about the other form. 

25 A. The next form i s C-107A. Your next page shows 

,!S.-Vs.::xsi--.:.. 
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1 the a d m i n i s t r a t i v e c h e c k l i s t t h a t gets submitted w i t h t he 

2 C-107A form. I n the upper right-hand corner on the next 

3 s l i d e , y o u ' l l see, "Form C-107A." This form i s a c t u a l l y 

4 one page i n your e x h i b i t book. For purposes of the s l i d e 

5 presentation, we d i v i d e d i t i n two so i t ' s easier t o 

6 read. 

7 This C-107A form, I'd l i k e t o h i g h l i g h t f i r s t 

8 t h a t t h i s i s not w i t h i n the A l l i s o n U n i t . The form t h a t 

9 we are presenting i s an example. This i s the Bandy Com 

10 100S. I n t h i s p a r t i c u l a r form, we are recommending t o 

11 commingle the Farmer F r u i t l a n d Sand w i t h the Base 

12 F r u i t l a n d Coal. We've given estimated top and bottom o f 

13 the pay section i n t h a t column or row. 

14 And then our next p o r t i o n r i g h t here t h a t I 

15 would l i k e t o h i g h l i g h t i s our bottom hole pressure 

16 i n f o r m a t i o n . I n t h i s p a r t i c u l a r form, pressure data was 

17 not required because the bottom p e r f o r a t i o n of the lower 

18 zone was w i t h i n 150 percent of the top p e r f o r a t i o n of the 

19 upper zone, so we stayed i n that 150 percent r u l e . Our 

20 a l l o c a t i o n at the very bottom row w i l l be supplied upon 

21 completion, because t h i s was submitted p r i o r t o the 

22 commingle. 

23 Q. When the w e l l i s completed, then, you apply 

24 the approved D i v i s i o n a l l o c a t i o n methods and then f i l l i n 

25 the blanks and re p o r t t h a t to the D i v i s i o n d i s t r i c t 
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1 o f f i c e ? 

2 A. Correct. 

3 Q. What i s s i g n i f i c a n t t o us on t h i s page? 

4 A. The p o i n t I ' d l i k e t o h i g h l i g h t i s the t h i r d 

5 question, " A l l produced f l u i d s from a l l commingled zones 

6 compatible w i t h each other?" I n t h i s p a r t i c u l a r form we 

7 have checked yes. What I would l i k e t o say about the 

8 A l l i s o n Unit i s t h a t we may have s c a l i n g tendencies f o r 

9 the Mesaverde and Dakota water production, and we have a 

10 current p r a c t i c e r i g h t now th a t we have an act i v e scale 

11 i n h i b i t i o n program f o r the A l l i s o n Unit f o r downhole 

12 commingle Mesaverde/Dakota w e l l s , and t h a t i s across the 

13 board. So we t r i e d t o prevent scale p r e c i p i t a t i n g out i n 

14 the wellbore. The scale t h a t we do see w i t h i n the 

15 A l l i s o n Unit can be t r e a t e d w i t h acid, i f necessary. 

16 Q. Let's take t h i s as an opp o r t u n i t y t o go down 

17 the D i v i s i o n commingling r u l e . I t h i n k there's about s i x 

18 of these procedures t h a t are engineering driven. I ' l l 

19 j u s t go back and s t a r t w i t h the f i r s t ones, and I t h i n k 

2 0 you j u s t covered t h a t . I f you look at the r u l e book and 

21 you're t r y i n g t o get approval f o r downhole commingling, 

22 one of the things t h a t you, as an engineer, are signing 

23 o f f on, i s whether the f l u i d s from each zone are 

24 compatible and the combined f l u i d s w i l l not r e s u l t i n 

25 damage to any of the pools? 
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1 A. Yes. 

2 Q. You checked th a t out? 

3 A. Yes. 

4 Q. I n the A l l i s o n Unit, there's none of those 

5 problems? 

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

7 Q. The second blank i s , "The commingling w i l l n o t 

8 jeopardize the e f f i c i e n c y of present or f u t u r e secondary 

9 recovery p r o j e c t s f o r any of the pools commingled." I s 

10 t h a t a problem here? 

11 A. No, t h a t i s not. 

12 Q. The next one deals w i t h pressure d i f f e r e n t i a l . 

13 The r u l e sets a maximum d i f f e r e n t i a l f o r pressures. I t ' s 

14 150 percent r u l e . I t deals w i t h the bottom p e r f o r a t i o n s 

15 of the lower zone i s w i t h i n 150 percent of the depth o f 

16 the top p e r f o r a t i o n s of the upper zone. 

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

18 Q. That's the r u l e the D i v i s i o n applied? I s t h a t 

19 the r u l e you abide by? 

2 0 A. That i s . 

21 Q. I f you have a wellbore t h a t exceeds t h a t r u l e , 

2 2 what do you do? 

23 A. We would not be r equ i red - - we could not 
24 commingle i t at t h a t time unless we cou ld provide 

25 pressure data t h a t would denote o therwise . 
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1 Q. You normally don't f i l e i f i t doesn't q u a l i f y ? 

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

3 Q. And i f you f i n d data t h a t does q u a l i f y , t h e n 

4 you submit the act u a l data and get the approval? 

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

6 Q. What do you do about the issue of cross-flow? 

7 Certain volumes of cross-flow are allowed. The r u l e 

8 precludes cross-flow t h a t r e s u l t s i n permanent lo s s . I s 

9 t h a t an issue here i n the A l l i s o n Unit i f the commingling 

10 order i s expanded t o include the a d d i t i o n a l pools? 

11 A. To my knowledge, t h a t i s not an issue. 

12 Q. Do you have any r e s e r v o i r s t h a t are f l u i d 

13 s e n s i t i v e such t h a t you could not commingle because of 

14 not being able t o comply w i t h t h a t p o r t i o n of the 

15 compliance rule? 

16 A. Not t o my knowledge. 

17 Q. Do you have any evidence t h a t the combined 

18 value of the production being commingled w i l l be 

19 diminished? 

2 0 A. No, I don't. 

21 Q. Do you have, as an engineer, any evidence or 

22 i n d i c a t i o n t h a t any type of c o r r e l a t i v e r i g h t s w i l l be 

23 v i o l a t e d i f t h i s a p p l i c a t i o n i s approved? 

24 A. No, I do not. 

25 Q. L e t ' s go to your next s l i d e . 
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1 A. The next s l i d e i s the Form C-102, as you can 

2 see i n the top right-hand corner, and t h i s i s attached 

3 w i t h the Form C-107A. Our next s l i d e i s a pr e d i c t e d 

4 forecast f o r the w e l l t h a t i s submitted w i t h the Form 

5 C-107A, and the l a s t s l i d e i s a copy of the i n t e r e s t 

6 owners involved w i t h the p a r t i c u l a r w e l l . 

7 Q. This was not an A l l i s o n w e l l . This i s j u s t a 

8 sample of notices t h a t was sent f o r t h i s w e l l . This i s 

9 an example. 

10 A. Correct. This i s f o r the Bandy Com 100S, 

11 which i s noted i n the top l e f t - h a n d corner. 

12 Q. Okay. Ms. Gastgeb, you've spent a s u b s t a n t i a l 

13 amount of e f f o r t l o o k i n g at the economic aspects of the 

14 commingling. I'd l i k e you t o summarize the next 

15 presentation and go through the executive summary p o i n t s 

16 of t h i s next p o r t i o n , and I ' l l j u s t l e t you do t h a t f o r 

17 us. 

18 A. I n E x h i b i t 6, the second s l i d e t h a t you w i l l 

19 see i s a development stategy assessment f o r the A l l i s o n 

20 U n i t . H i g h l i g h t e d on the f i r s t column i s the po i n t s t h a t 

21 I looked i n t o f o r t h i s stategy. Across the top y o u ' l l 

22 see a si n g l e completion f o r each wellbore, a dual 

23 completion and commingle completion. What I want t o draw 

24 your a t t e n t i o n to i s t h a t the h i g h l i g h t e d yellow boxes, 

25 which the color i s a l i t t l e d i s t o r t e d on the s l i d e , are 
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1 the most desirable c h a r a c t e r i s t i c s . So you can see t h a t 

2 the commingle seems t o f i t best as a development s t r a t e g y 

3 f o r the A l l i s o n U n i t . 

4 The next four s l i d e s t h a t are included w i t h i n 

5 the e x h i b i t o u t l i n e expenses t h a t could be i n c u r r e d t o 

6 each zone involved w i t h t h i s order -- w i t h t h i s 

7 amendment. So i t i s the F r u i t l a n d Coal f i r s t , P i c t u r e d 

8 C l i f f s , Mesaverde and the Dakota, i n t h a t p a r t i c u l a r 

9 order. What I want t o draw your a t t e n t i o n t o on t h i s 

10 s l i d e i s t h a t we are discussing the F r u i t l a n d Coal costs 

11 t h a t occur t o t h i s p a r t i c u l a r zone. The blue p o r t i o n o f 

12 the s l i d e i s h i g h l i g h t i n g what type of completion we are 

13 t a l k i n g about, so i n t h i s sense, a stand-alone F r u i t l a n d 

14 Coal completion could incur a possible c a p i t a l expense of 

15 $866,000, and t h a t the operating cost f o r the A l l i s o n 

16 Unit i s estimated at $3,162 per month. 

17 And as we add a d d i t i o n a l zones and commingle 

18 Pictured C l i f f s and F r u i t l a n d Coal formation, our c a p i t a l 

19 cost i s reduced t o $452,000 f o r the F r u i t l a n d Coal and 

20 operating expenses are $1,581 a month t o operate. So 

21 t h i s i s a consistent trend throughout the next four 

22 s l i d e s . As we add a d d i t i o n a l zones t o a wellbore and 

23 commingle, we reduce c a p i t a l costs across the board and 

24 our operating expenses. 

25 Q. The next slides? 
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1 A. The next s l i d e i s f o r the Pic t u r e d C l i f f s , the 

2 Mesaverde and the Dakota. 

3 Q. I n each instance, though, the operating cost 

4 and the c a p i t a l costs are s u b s t a n t i a l l y reduced and you 

5 b e n e f i t by commingling a l l these zones together? 

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

7 Q. Do you have a summary s l i d e showing us the 

8 impact of t h i s ? 

9 A. Yes. I f you're at the Dakota expenses s l i d e , 

10 i f you go down two, I summarized using my cost estimates 

11 t h a t were provided p r e v i o u s l y and ran several scenarios 

12 i n which we have a stand-alone completion versus 

13 Mesaverde/Dakota dual completion and a Mesaverde/Dakota 

14 commingled completion. As you can see w i t h our c a p i t a l 

15 inventory that we have w i t h i n the A l l i s o n U n i t , i f we 

16 were t o commingle Mesaverde and Dakota w e l l s , we could 

17 recover the most reserves. And the same l o g i c would 

18 apply f o r a l l other scenarios. By commingling, both 

19 c a p i t a l and operating costs are reduced and, as a r e s u l t , 

20 economic l i m i t s f o r the we l l s are extended and increases 

21 the gross recovery. 

2 2 Q. Has B u r l i n g t o n yet commingled the F r u i t l a n d 

23 Coal w i t h the lower zones? 

24 A. No, we have not. 

25 Q. With approval of t h a t a p p l i c a t i o n , i t helps 
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1 streamline the process by which you can s t a r t t o engage 

2 i n t h a t a c t i v i t y ? 

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

4 Q. What's your recommendation t o the Examiner? 

5 A. My recommendation i s t h a t we be allowed t o 

6 commingle Mesaverde, Dakota, F r u i t l a n d Coal, without 

7 n o t i f y i n g p a r t n e r s . 

8 MR. KELLAHIN: That concludes my 

9 examination, Ms. Gastgeb. We move the i n t r o d u c t i o n of 

10 the e x h i b i t s shown behind E x h i b i t Tabs 4, 5 and 6. 

11 MR. WARNELL: Tabs 4, 5 and 6 are 

12 admitted. Questions, Mr. Brooks? 

13 ( E x h i b i t s 4, 5 and 6 were admitted.) 

14 MR. BROOKS: I should have asked t h i s o f 

15 the landman, but we weren't t a l k i n g about production 

16 accounting at t h a t time. Are there other major working 

17 i n t e r e s t owners i n t h i s u n i t , other than B u r l i n g t o n 

18 ConocoPhillips? 

19 THE WITNESS: My knowledge of the A l l i s o n 

20 Unit i s t h a t we have 98 percent working i n t e r e s t . 

21 MR. WOLFE: Correct. B u r l i n g t o n has 

22 approximately 98 percent working i n t e r e s t i n a l l 

23 formations. —" 

24 MR. BROOKS: Who owns the remaining? 

2 5 MR. WOLFE: Various owners. 
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1 MR. BROOKS: I t ' s widely dispersed? 

2 MR. WOLFE: Correct. And t h a t comes up 

3 w i t h the a d d i t i o n a l 461. 

4 MR. BROOKS: Thank you. 

5 MR. WARNELL: Ms. Gastgeb, I made a note 

6 t o take a look at Tab 5, page 2 of three, i f y o u ' l l 

7 f o l l o w along w i t h me. Probably page 3. Let's go t o t h e 

8 next one. I t h i n k you t e s t i f i e d there something t o the 

9 e f f e c t t h a t when i t was commingled, you saw an increase 

10 or u p - l i f t i n the Mesaverde production? 

11 THE WITNESS: Um-hum, and Dakota 

12 Production. 

13 MR. WARNELL: And Dakota Production? I 

14 don't see t h a t i n the s l i d e before. Do you have any 

15 thoughts as t o why? 

16 THE WITNESS: The s l i d e before r e f e r s t o 

17 the A l l i s o n Unit IR. 

18 MR. WARNELL: Yeah. That one there. So 

19 what are we r e f e r r i n g t o there? 

20 THE WITNESS: Right here, t h i s p a r t i c u l a r 

21 w e l l was completed as a Dakota stand-alone w e l l i n '93, 

22 recompleted as a Mesaverde, cleaned out f i l l i n Dakota 

23 and downhole commingled i n October of 2 001. So we only 

24 have previous production h i s t o r y f o r the Dakota p o r t i o n 

25 of the w e l l . And u p - l i f t , i n t h i s p a r t i c u l a r case, we 
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1 may have had two and three-eighths tubing, and we had 

2 plunger l i f t on t h i s w e l l . And so production was 

3 optimized and we were l i f t i n g l i q u i d s e f f i c i e n t l y , so we 

4 did n ' t see much of a change i n production before and 

5 a f t e r . But we were able t o add the Mesaverde zone and 

6 reduce operating costs f o r each zone. 

7 MR. WARNELL: I f you were to b r i n g the 

8 F r u i t l a n d production i n t o t h i s w e l l or a w e l l s i m i l a r t o 

9 t h i s , I k i n d of wonder i f there wouldn't be a problem i n 

10 some of the we l l s t h a t production going downhole, i n s t e a d 

11 of -- I'm not sure how you separate those. 

12 THE WITNESS: I'm unclear on your 

13 question. 

14 MR. WARNELL: I'm probably unclear on i t 

15 myself. I'm a l i t t l e b i t concerned you know, I see 

16 a l l your s l i d e s and examples of the Mesaverde and Dakota, 

17 but when you come uphole and s t a r t commingling, I'm 

18 concerned t h a t there might be some problems there. 

19 THE WITNESS: Okay. So possibly i f you 

2 0 were t o commingle a F r u i t l a n d Coal w i t h a Dakota? 

21 MR. WARNELL: Yes. 

22 THE WITNESS: Okay. I n tha t p a r t i c u l a r 

23 instance, we would be outside of the 150 percent r u l e 

24 w i t h our top p e r f o r a t i o n being w i t h i n -- bottom 

25 p e r f o r a t i o n of our lower zone being w i t h i n 150 percent of 
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1 our t o p p e r f o r a t i o n o f our upper zone. So we would need 

2 t o submit a d d i t i o n a l data t o s u p p o r t t h a t t h e r e s e r v o i r 

3 p r e s s u r e s were s i m i l a r o r c l o s e r t o g e t h e r . 

4 MR. WARNELL: Okay. I have no more 

5 q u e s t i o n s . 

6 MR. KELLAHIN: That completes our 

7 p r e s e n t a t i o n , Mr. Examiner. 

8 MR. WARNELL: Thank you. We w i l l t a k e 

9 Case Number 14281 under advisement. 

10 * * * 
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